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ECONOMIC OUTLOOK IN ICELAND




COVID-19 IN ICELAND

Current restrictions

- 200 person limit on the number of
adults gathering. Children born in
2005 and later are exempt.

- Distance rule at 1-metre if
possible, otherwise face masks
are required.

- Venues serving alcohol have to
close at 11pm

- Contact permitted in sports,
performing arts, music and filming

- All public venues allowed to stay
open with minimum distance
requirements and access to
disinfectants

- Borders open with double border
screening tests or 14-day

quarantine requirements

Iceland‘s response

- Ensure that the necessary infrastructure is able to withstand the strain from the disease

- Large scale testing

- Early definition of high-risk areas

- Emphasis on infection tracing and quarantine requirements of those in contact with an infected person
- Quarantine requirements of passengers arriving to Iceland

- Frequent press briefings

Current Total figures from 28. February
’iii‘ Incidence, domestic infections 2189 T 2104
13.6 confirmed finished isolation

- . . infecti
14-day incidence per 100.000 inhabitants intections

. . 141396 97 342
’iii‘ Incidence, border screening 4.1 él él
o . i samples, border samples,
14-day incidence per 100.000 inhabitants
screening domestic
‘fr i’ 75 @ 437 f[T] 24 647
. . . . o quarantine
in isolation In quarantine
completed
1 | 9 0
hospitalised intensive care

Of those diagnosed with COVID-19, ten have died.

Landsbankinn

Information from www.covid.is, data from 11 September 2020
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ECONOMIC FUNDAMENTALS

% GDP growth and contribution to growth
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% of GDP Current account balance*
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mmmmm Trade balance mmmmm Underlying balance on primary income ** e Jnderlying current account balance ** e Headline current account balance

* Secondary income is included in the primary income.
** Excluding the calculated income and expenses of DMBs in winding-up proceedings but including the estimated effects of the settlement of their estates, and excluding the effects of pharmaceuticals company Actavis on the

2020-2022 Central Bank of Iceland projections
Source: Monetary Bulletin 2020/3, Central Bank of Iceland, Statistics Iceland



ECONOMIC FUNDAMENTALS

% Unemployment rate
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Source: Statistics Iceland, Directorate of Labour.



TOURISM HAS BEEN A PRIMARY DRIVER

thousand visitors Visitors To Iceland Through Keflavik Airport
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Source: Central Bank of Iceland,|celandic Tourist Board, Central



EXTERNAL POSITION

ISKbn Central Bank intervention in foreign exchange market ISKbn
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04 AND Iceland International Investment Position
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* Central Bank of Iceland estimate of the underlying net external position at the time had the domestic and foreign assets of the deposit money banks in winding-up proceedings have been sold and the proceeds distributed to creditors

. Source: Central Bank of Iceland, Statistics Iceland




HOUSEHOLDS AND CORPORATES HAVE FOLLOWED SUIT

% GDP Household debt
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mIndexed ® Foreign currency m Non-indexed Overdraft Asset financing

% GDP Corporate debt*

80 L B B ———— .

2012 2013 2014 2015 2016 2017 2018 2019
B Indexed = Non-indexed m FXloans m  Asset financing agreements Domestic bonds issued m  Foreign bonds issued

*Debt owed to domestic and foreign financial undertakings and market bonds issued.
. Source: Financial Stability 2019/2, Central Bank of Iceland




CORPORATE DEBT LEVELS ARE NOW SIMILAR AS IN DENMARK AND FINLAND

Corporate debt
% GDP International comparison*
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. *Debt owed to domestic and foreign financial undertakings and market bonds issued.
Source: Financial Stability 2019/2, Central Bank of Iceland
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HIGHLIGHTS — INCOME STATEMENT Q2 2020

Highlights of Q2 2020

= The Bank’s after-tax profit in Q2 of 2020 amounted to ISK 0.3 bn, as compared
with a profit of ISK 4.3 bn for the same period of 2019.

Profit Return on equity

6.000 8%

= The Bank’s net interest income was ISK 9.5 bn, as compared with ISK 10.2 bn in
Q2 2019.

4.000

4%

= |mpairment on loans was negative by ISK 8.2 bn in the second quarter of 2020, o 7,1%
compared with negative I1SK 1.4 bn for the same period last year. The increase is 2.000 :
attributed to deteriorating credit ratings of the Bank’s corporate customers, mostly

travel industry. 0 [ 341 | 0%

. . . . Q2 2019 Q2 2020 Q22019 Q2 2020
= The latest baseline economic forecast of Landsbankinn Economic Research

(LER) projects 8.7% contraction in GDP in 2020. LER baseline forecast from
2019 assumed 2% economic growth in 2020. Net interest income Cost-income ratio

= Net commission income for the period amounted to ISK 1.7 bn as compared with 12.000 60%
ISK 2.1 bn during the same period the previous year.

= Operating cost was ISK 6.4 bn, as compared with ISK 7.1 bn in Q2 2019.

8.000 40%

= Return on equity (ROE) after taxes was 0.6% in Q2 2020 as compared with an

ROE of 7.1% for the same period in 2019. 1000 poot 42.3% 42.7%
= The cost-income ratio during the second quarter of the year was 42.7%, as

compared with 42.3% for the same time last year.

0%
Q2 2019 Q2 2020 Q2 2019 Q2 2020

Amounts in ISKm

. Landsbankinn



HIGHLIGHTS — INCOME STATEMENT H1 2020

Highlights of H1 2020

The Bank’s after-tax losses in H1 of 2020 amounted to ISK 3.3 bn, as compared
with a profit of ISK 11.1 bn for the same period of 2019.

The Bank’s net interest income was ISK 18.9 bn, as compared with ISK 20.5 bn in
H1 2019.

Impairment on loans was negative by ISK 13.4 bn in the first half of 2020,
compared with negative ISK 2.4 billion for the same period last year. Expected
credit losses (ECL) in Stages 1 and 2 amounted to ISK 14 billion at the end of
June 2020 and have increased significantly since the beginning of the year, or by
ISK 9.6 bn.

The assessment of ECL at the end of the first half of 2020 is based on updated
and probability-weighted economic scenarios of the Landsbankinn Economic
Research (LER). The effect of changed economic scenarios accounts for an ECL
increase of ISK 6.6 billion in the first half of the year.

Net commission income for the period amounted to ISK 3.6 bn as compared with
ISK 4.1 bn during the same period the previous year.

Operating cost was ISK 13.2 bn, as compared with ISK 14.3 bn in H1 2019.

Return on equity (ROE) after taxes was -2.7% in H1 2020 as compared with an
ROE of 9.1% for the same period in 2019.

The cost-income ratio during the first six months of the year was 54.1%, as
compared with 40.4% for the same time last year.

12.000
10.000
8.000
6.000
4.000
2.000

-2.000
-4.000

Profit (loss)

H1 2019 H1 2020

10%

5%

0%

-5%

Return on equity

9,1%

H1 2019

H1 2020

20.000

10.000

Net interest income

H1 2019 H1 2020

Amounts in ISKm
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Cost-income ratio

40,4%

H1 2019

H1 2020

. Landsbankinn
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HIGHLIGHTS — BALANCE SHEET

= Total assets amounted to ISK 1,501 bn at the end of June 2020. Total assets Total capital ratio

1.600.000 30%
* Lending increased by ISK 58 bn from the beginning of the year and the increase 1.400.000

is largely attributable to revaluations, or ISK 30 bn. Lending to corporates
increased by ISK 22 bn and lending to households by ISK 36 bn, thereof an
increase of ISK 44 bn in non-indexed mortgages.

25%

1.200.000
9

1.000.000 20%

800.000 15%
24,9%
600.000 10%

= Landsbankinn’s equity was ISK 244.4 bn at the end of June 2020, decreasing by 400.000

3.3 bn since the beginning of the year. 200.000 5%

0 0%
31.12.2019 30.6.2020 31.12.2019 30.6.2020

» The total capital ratio is now 24.9%, down from 25.8% at year-end 2019, and well

above FSA Iceland’s requirement of 18.8%.

Loans and advances to Liquidity coverage ratio total
customers

200%

» The Bank's liquidity coverage ratio (LCR) was 191% at the end of June 2020 as

compared with 161% at year-end 2019 and well above regulatory requirements. 1200000

1.000.000 150%

800.000

600.000 100% 191%

400.000
50%

200.000

0 0%

31.12.2019 30.6.2020 31.12.2019 30.6.2020

Amounts in ISKm
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DEVELOPMENT OF KPlIs

Return on equity, excluding bank levy mReturn on equity  ®Impact of bank levy Total capital ratio FME capital requirement
' 35%
10% 9.5% 9.8% 9,2%
7,7% 30%

8,2% 7.5% 250

25,8%

506 6,6%
20%

15%

0% 10%

5%

5% 0%

2016 2017 2018 2019 H1 2020 31.12.2016 31.12.2017 31.12.2018 31.12.2019 30.6.2020
Cost-income ratio Liquidity coverage ratio total | CR total e Regulatory requirements
60% 200%

191%
54,1%
48,4% 157% 158% 161%
40% ' 46,1% 45,5% .
° o 42,6%
100%
20%
0% 0%
2016 2017 2018 2019 H1 2020 31.12.2016 31.12.2017 31.12.2018 31.12.2019 30.6.2020
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IMPACT OF COVID-19

The Bank’s loan portfolio
Carrying amount 1,198,210

16% of the
Bank’s loans to
customers have
received temporary
payment holiday as a
result of the impact
of COVID-19.

84% of the Bank’s loans to customers have
not received temporary payment holiday as a
result of the impact of COVID-19

@ Stage 1
@ Stage 2
® Stage 3

Travel industry

® Stage 1

Other companies Stage 2

Stage 3

@ Stage 1
® Stage 2
Stage 3

Individuals

Stage 1 — No significant increase in credit risk. Loans whose credit risk has not
increased significantly shall be Stage 1 and the loss allowance measured as the
12-month ECL.

Stage 2 — Significant increase in credit risk. Loans whose credit risk has
increased significantly since initial recognition but that are not credit-impaired
shall be Stage 2.

Stage 3 — Credit-impaired. Loans where the obligor is in default or otherwise
impaired shall be Stage 3 and the loss allowance measured as the lifetime ECL.

Base case scenario

GDP growth 1.9% -8.7% 4.9%
Unemployment rate 3.6% 9.1% 7.0%
Base rate 3.0% 0.5% 0.75%
Inflation 3.0% 2.7% 2.80%
EURISK exchange rate, average 135.7 158 155
Housing prices index, y/y change 3.6% 2.0% 3.0%

*Landsbankinn’s economic research forecast.

15



GROWTH IN MORTGAGE LENDING

Credit assessment for mortgages

100%
5%
minutes
50%
25%
0/6 1 2 3 4 5 6 7 8 ] 10 1 12 1 2 3 4 5 ] 7 8 9 10 1" 12 1 2 3 4 5 6

)

2018 2019 2020
B Branches B App / Desktop
Available housing loans Market share — mortgages

------ -

75%
Non-indexed Variable or fixed
140y for 3 to 5 years
Primary loan Up to 70% ISK60 milion PPl 1%.for
CPl indexed Variable or fixed 50%
130y for 5 years
Suppl N dexed Variable or fixed u 1%, fi o
upplementary on-index ariable or fixe p to 1%, for
loan 115y for 3 to 5 years 70-85% No fixed rate loans 21.9%
0%
2016 2017 2018 2019 30.3.2020
B Landsbankinn B Other banks B Pension funds W L Fund

Source: Central Bank of Iceland
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EXCELLENT SELF SERVICE RATIO

Number of sessions in app and desktop Self-service ratio
3,000,000
0/ of retail customers 0/ of retail customers
0 have performed due 0 change their credit
2,000,000 diligence online card limit online
1,000,000 || i
0

2018 2019 2020
= App = Desktop

Foreign transactions

100%
75%
50%
25%

0

2018 2019
m Branches = Online

onboarding of
retail customers
online




OUR DIGITAL JOURNEY

Landsbankinn will
continue on its

digitalisation journey with
emphasis on offering
great value proposition to

customers.

We aim to provide an
offering according to our
customers’ needs and
demands, mainly through
our online solutions such
as Online bank, App and
our main website.

The acceptance of our
digital solutions the past
few years has made it
possible to adjust the
number of FTEs needed
without lowering the
quality or quantity of

In contrast we have seen
an increase of usage in
every project we have
simplified, automated or
moved online.

With new solutions being
introduced frequently, our

staff must have the skills to

both tutor and educate as
well as serve. Therefore,
we anticipate that future
staff in our branches will

This process will be a
challenge in the next
few years as the tasks
and consultation in our
branches will change.

Qur aim is for
Landsbankinn to be as
exciting and attractive
workplace in the future
as it has been in recent
decades.

service. be sought after.

Highlights of our digital journey

Appointments
required in branches

Deposit account
creation for
Instant issuing of Due diligence in app corporates online

credit cards in app
Short term
installment loans

launched in app

Automatic overdraft

extension for
AP| marketplace

corporates
2019 2020

Automatic credit
framework
taken into use

Due duligence for
corporates online

Due diligence now

Apple Pay A2A payment solution available online

International Onboarding Access to Create direct Fitbit Pay, Online services Automatic Landsbankinn
transfers for securities Nasdaq Nordic debit agreements Garmin Pay for members of approval for gift cards made
in the app trading online in corporate added to Landsbankinn‘s loan requests compatible with

online banking payment pension funds in app mobile payment
options methods
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LANDSBANKINN'S SUCCESSES

Market share — Retail banking

L 4

Market share — Corporate banking

50% 50%

% 37.9% 378% %

40% 340 35.0% ST 2% 37.5% 0% 36y - 34.8% 36.2%
- ——— — :=——o—=o--= 33.9%
_'__:—__=——-.=: 30.9% - 33.4% 34.0% 33.8% .

30% 28.4% 30%

—_— 24.5%

20% 20%

10% 10%

e ——————— 3.3:/0
0% 0% 11%
2014 2015 2016 2017 2018 2019 2020 Q2 2014 2015 2016 2017 2018 2019 2020 Q2
Landsbankinn hf. Bank B Bank C Landsbankinn hf. Bank B Bank C Bank D Bank E
Customer satisfaction Customer satisfaction ,
— Individuals — Corporates =
33
*Se
» ®» ®
AWARDS FOR EXi:%EzNg ce
)
°

ANZGJUYOGIN

Landsbankinn was ranked highest by International finance magazine
banking customers in the Icelandic Euromoney selected Landsbankinn
Performance Satisfaction Index 2019 as the best bank in Iceland

m Satisfied = Neither nor - Dissatisfied m Satisfied mNeither nor mDissatisfied

Source: Gallup
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LEADING IN CSR

SUSTAINALYTICS

GENDER DECENT WORK AND

'I RESPONSIBLE
EQUALITY ECONOMIC GROWTH

CONSUMPTION
AND PRODUCTION

«4 §CO

(/"A‘\‘J [
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WO/ NANCE mE

UNEPINITIATIVE HEE

Leading in Europe, 2nd out of 382 banks

Landsbankinn has improved its score in a new ESG risk rating from Sustainalytics,
decreasing its score from 17.5 to 13.5 on a scale to 100. Landsbankinn now ranks

2nd out of 382 European banks analysed by Sustainalytics. Sustainalytics considers
Landsbankinn at low risk of experiencing material financial impacts from ESG factors.

UN Sustainable Development Goals

Landsbankinn has elected to focus on three of the UN Sustainable Development Goals
(SDGs). The chosen SDGs all relate to the Bank’s activities and as such allow the Bank to
maximise the positive impact of its work on the environment and the community.

Responsible banking

Landsbankinn focuses on the new Principles for Responsible Banking from UNEP-Fl and is a
member of the UN Principles for Responsible Investment (UNPRI)

The bank has adopted the following goals to enable it to work systematically towards the UN’s
sustainable development goals (SDGs) and the Paris Climate Agreement through its core operation:
+ Assess emissions from Landsbankinn’s credit and asset portfolios

+ Develop green lending

+  Work to close the gender wage gap and boost gender equality in the labour market
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OWNERSHIP AND CREDIT RATING

Sg‘gngl:bal = Landsbankinn . Republic of lceland - Foreign currency = The Ministry of Finance and Economic Affairs published an updated ownership policy in
A February 2020 with regards to equity holdings in undertakings that are supervised by the
e Icelandic State Financial Investments (ISFI).

AA

AA- . .

Ax In regards to Landsbankinn the policy states
A

e = The government will retain a significant equity stake in the bank to ensure stability in the domestic
BBB- financial sector.

BB 25.10.2016 25.10.2017 24.04.2020

= The remaining equity stake will not be sold until the government has sold its ownership in
B Islandsbanki in full.
B

ccc

¢ Icelandic State
Treasury

30.06.2016 31.12.2016 30.06.2017 31.12.2017 30.06.2018 31.12.2018 30.06.2019 31.12.2019 30.06.2020

Icelandic sovereign Landsbankinn hf. Landsbankinn The Icelandic
- Own shares State Financial ~ 900 other
Long-term rating A BBB Investments (ISF) Sharefiolders
1.6% 98.2%
Short-term rating A-1 A-2
Outlook Stable Stable
Last rating action March 2017 April 2020

. Landsbankinn 21



FINANCIAL TARGETS

Return on equity, excluding bank levy ! Due to the enormous uncertainty COVID-19 has on the Bank’s ROE, the forecast for
(ROE) expected ROE in 2020 has been rescinded.

Cost-income ratio Due to the enormous uncertainty COVID-19 has on the Bank’s cost-income ratio, the
(Cll ratio) forecast for expected cost-income ratio in 2020 has been rescinded.

The Bank's target is to maintain capital ratios above FSA Iceland's capital requirements

Total capital ratio at any given time, plus a 1.5-2.5% management buffer.
(TCR) : : : : : : :
The Bank also aims to be in the highest category for risk-adjusted capital ratio, as

determined and measured by the relevant credit rating agencies.

Common Equity Tier 1 capital The Bank will seek to issue subordinated funding on the market, provided that is deemed
(CETY) economic and favourable for its funding structure.

The aim is also to make special dividend payments to optimise the Bank's capital
structure.

Dividend payout ratio?

1 Special tax on financial institutions of 0.145% is levied of the carrying amount of total liabilities at year-end, excluding tax liabilities, in excess of ISK 50,000 million as determined for tax purposes. The special income tax on financial
institutions is a non-deductible expense

2 Regular dividend payout ratio of last year profit.

. Landsbankinn 22



INCOME STATEMENT




INCOME STATEMENT

Change from H1 2019 to H1 2020
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10.000 2 - 538
¢ -11,063
— (0]
T £ o)
8.000 =z 3 £
o £ 8
a = £
Q c
6.000 o S
£ )
T £
4.000 = 5
o
xe)
f
[
2.000 © )
= 0
E; c [}
z 5,575 g b -3,287
0 3 G o
° 3 S
% ) &
I
-2.000 ® £ I
» o © 2
g = ] 3,076 S
-4.000 = 3 ° *
S B 2 e
3 T 5 )
%)) =
-6.000 = 1.426
n [ ]
277
-8.000
-10.000

Amounts in ISKm

. Landsbankinn 24



INCOME STATEMENT

H1 2020 H1 2019 Change Q2 2020 Q2 2019 Change
Net interest income 18,939 20,459 -1,520 -7% 9,512 10,214 -702 -7%
Net fee and commission income 3,598 4,136 -538 -13% 1,653 2,076 -423 -20%
Net adjustments and impairment -13,435 -2,372 -11,063 466% -8,191 -1,378 -6,813 494%
Other net operating income 173 5,677 -5,504 -97% 2,901 1,955 946 48%
Total operating income 9,275 27,900 -18,625 -67% 5,875 12,867 -6,992 -54%
Salaries and related expenses 7,646 7,369 277 4% 3,802 3,689 113 3%
Other operating expenses 4,636 4,862 -226 -5% 2,206 2,340 -134 -6%
Tax on liabilities of financial institutions 875 2,075 -1,200 -58% 425 1,065 -640 -60%
Total operating expenses 13,157 14,306 -1,149 -8% 6,433 7,094 -661 -9%
Profit (loss) before tax -3,882 13,594 -17,476 -129% -558 5,773 -6,331 -110%
Income tax -595 2,481 -3,076 -124% -899 1,444 -2,343 -162%
Profit (loss) for the period -3,287 11,113 -14,400 -130% 341 4,329 -3,988 -92%

Amounts in ISKm

. Landsbankinn
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NET OPERATING INCOME

Income mix

Net interest income mQl ®Q2 ®Q3 ~Q4
50.000
m Net interest income
40.000
10.968 9.580
ission i 30.000 8.443 kA0l
= Net fee and commission income . :
20.000
m Equities
10.000
= Bonds 0
2016 2017 2018 2019 2020
Net adjustments and impairment mH1  mH2 Net fee and commission income =Ql Q2 Qs Q4
484
2.000 10.000
1.727
0 .
-375 2.372 8.000
-2.000 1.840
1.900 2.355 2.125
-4.000 2akE 6.000
2.159
-6.000 2.015 1.926 1.958
-13.435 4,000
-8.000 :
-10.000 2.000
-12.000 1.980 2.116 1691 2.060 1.945
0
-14.000
2016 2017 2018 5019 5020 2016 2017 2018 2019 2020
Amounts in ISKm
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NET OPERATING INCOME

Equities "H1 "H2 Bonds EH1  EH2

6.000
2.000

4.000
1.000
2.000
34 0
0
-120
2,000 -1.000
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
FX gain (loss) =H1 =H2 Other operating income (expenses) ®H1  wH2
500 5.000
4.000
3.000
°
2.000 o0
-500 1.000 1.325
o
-1.000 -1.000
-2.000
-1.500 -3.000
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

Amounts in ISKm
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OPERATING EXPENSES

Salaries and related expenses

16.000
14.000
12.000 3.640
10.000
8.000 3096
6.000
4.000
2.000 3.754

0
2016

Other operating expenses

10.000
8.000 228
6.000
4.000

2.000

2016

Amounts in ISKm

3.753

3.163

3.491

2017

2411

2017

3.835

3.222

3.663

2018

2.373

2018

=Q1

3.805

3.284

3.680

2019

mQl

2.505

2019

Q3 Q4

3.844

2020

=Q3 Q4

2020

1.000

800

600

400

200

Full time eqv. positions

.

31.12.2016

31.12.2017

31.12.2018 31.12.2019 30.6.2020

m Salaries and related expenses

® Information technology

m Real estate

® Contribution to the Depositors’ and Investors’
Guarantee Fund

m Professional services
Marketing expenses

= Supervisory expenses

m Other operating expenses
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TAXES

H1 2020 H1 2019 Change
Income tax -595 1,983 -2,578 -130%
Special financial activities tax on profitst 0 498 -498 -100%
Income Tax -595 2,481 -3,076 -124%
Tax on liabilities of financial institutions? 875 2,075 -1,200 -58%
Special financial activities tax on salaries? 351 354 -3 -1%
Total 631 4,910 -4,279 -87%
Taxes
11.418
12.000
10.582 9.999
10.000 9.231
8.000
6.000
4.000
2.000
0
-2.000

Amounts in ISKm

2016

2017

2018

2019

1 A 6% additional tax on pre-tax profit over ISK 1 bn

2 Special tax on financial institutions of 0.145% (2019 0.376%) is levied of

the carrying amount of total liabilities at year-end, excluding tax liabilities,

in excess of ISK 50 bn as determined for tax purposes. The special
income tax on financial institutions is a non-deductible expense

3 A 5.5% tax on salaries which is expensed in the line item “Salaries and
related expenses” in the income statement

631

H1 2020

351

Special financial activities tax on salaries
= Tax on liabilities of financial institutions
® Special financial activities tax on profits

H[ncome tax

. Landsbankinn
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BALANCE SHEET




TOTAL ASSETS

30.6.2020 31.12.2019 Change
Cash and balances with CB 89,598 69,824 19,774 28%
Bonds and debt instruments 104,758 115,262 -10,504 -9%
Equities and equity instruments 26,794 30,019 -3,225 -11%
Loans and advances to financial institutions 56,394 47,929 8,465 18%
Loans and advances to customers 1,198,210 1,140,184 58,026 5%
Other assets 25,356 23,110 2,245 10%
Total 1,501,110 1,426,328 74,782 5%
Amounts in ISKm
Assets
1.600
100% 2 o ; .
5% 6% 1.400 1.326
14% ) 9 8% 7% m Cash and balances with CB
2% % % 1.193 71
80% s 6 ’ 1.200 1.111 53 .
mBonds and debt instruments 31
1.000 155 8
60% m Equities and equity instruments 20
800
40% 77% 78% 80% Loans and advances to financial 600
institutions 1.065
926
® Loans and advances to customers 400
20%
m Other assets 200
0% 2% L 2% % o o 23 25
31.12.2016  31.12.2017  31.12.2018  31.12.2019 30.6.2020

31.12.2016

31.12.2017

31.12.2018

31.12.2019 30.6.2020

Amounts in ISKbn

. Landsbankinn

31



LOANS

Loans to customers

1.400
1.200
1.000 o3
800 174
600
360
400
200 319
0

31.12.2016

Problem loans*

3%

2,4%

2%

1%

0%
31.12.2016

Amounts in ISKbn

m |SK-CPI loans " 1SK loans FX loans
1.140 1.198
1065
926 208 256

553

366 389 389
31.12.2017 31.12.2018 31.12.2019 30.6.2020

m Arrears > 90 days m Other loans in stage 3

2,0% 2,0% 2,1% 2,0%

1,1% 1,2% 1,3% 1,2%

0,9% 0,8% 0,8% 0,8%
31.12.2017 31.12.2018 31.12.2019 30.6.2020

* until 31.12.2017 problem loans were defined as loans and advances

with individual allowance and/or more than 90 days in arrears

Loans by industry sectors

m Individuals

= Fisheries

H Real estates companies
m Services

m Construction companies
= Retail

m|TC

m Holding companies

m Manifacturing

m Agriculture

m Public entities and other

Loans by currencies

m|SK CPI
m|SK
mEUR
mUSD

m Other currencies
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IMPAIRMENT ON LOANS

Allowance for impairment on loans and advances to customers
30.000 27.293
25.000

20.000

14.513

15.000

10.000

5.000

2.151
31.12.2018 30.6.2019 31.12.2019 31.3.2020 30.6.2020

Loans by allocation to risk classes
1%

1%
b .
9%

100% i
B 14%

80%

60%

20% 89% 88% 83%

20%

0%
31.12.2018 30.6.2019 31.12.2019 31.3.2020 30.6.2020

Amounts in ISKm

2,5%
2,0%
1,5% s Corporates

mm |ndividuals
1,0%

% of claim value

0,5%

0,0%

Loans at fair value
m Stage 3 risk classification
m Stage 2 risk classifiacation

m Stage 1 risk classification

Impact on impairment in income statement 1H 2020

6.623

Effects of

macroeconomics

variables

3,093

impaired loans

Allowance as percentage of gross carrying amount

40%

20%

0%

30,7%

1,4%
0,2%

31.12.2018

35,9%

1,3%
0,2%

30.6.2019

3,480

Allowance for credit-  General provision Changes in risk
parameters
35,3%

0,
30,9% 32,4%

4,0% 4,9%

2,0%
0.2% 0,4% 0,5%
31.12.2019 31.3.2020 30.6.2020

13.435

Change in impairment
in income statement

Stage 1 risk
classification

Stage 2 risk
classifiacation

m Stage 3 risk
classification
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DEVELOPMENT OF CREDIT RATINGS

Loans to customers by rating grade

100% 3% 3%
9% 8%
80%
0,
60% . o
40%
20%
21% 23%
0%
31.12.2018 30.6.2019

Loans to individuals by rating grade

100% 1% 1%
9% 7%

80%

45%
60% 52%

40%
20% e A47%

0%

31.12.2018 30.6.2019

Amounts in ISKm

3%
%

65%

25%

31.12.2019

1%
6%

43%

50%

31.12.2019

3%

25%

31.3.2020

3%
12%

30.6.2020

31.3.2020

30.6.2020

1-3
m4-6
m7-10

1-3
m4-6
m7-10

= Credit ratings of corporate customers developed negatively in Q2 2020 and
probability of default (PD) increased considerably as a result of updated
economic indicators.

= Credit ratings of individuals remain stable.

= Changes in economic conditions affect credit ratings of corporate
customers sooner than individuals.

Loans to corporates by rating grade

100%
80%

60%
=13
40% m4-6

m7-10
20%

0%
31.12.2018 30.6.2019 31.12.2019 31.3.2020 30.6.2020
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LOANS TO INDIVIDUALS

Loans to individuals

600

500

400

300

200

100

0

Continuous LTV distribution of mortgage

90
80

320

121

198

31.12.2016

357

125

232

31.12.2017

m|SK-CPI loans m|SK loans
468
414
224
172
242 244
31.12.2018 31.12.2019
=31.12.16
m31.12.19

FX loans

504

267

237

30.6.2020

m31.12.17 m31.12.18
m30.6.2020

0%-10% 10% - 20%20% - 30%30% - 40%40% - 50%50% - 60%60% - 70%70% - 80%80% - 90% 90% - > 100%

Amounts in ISKm

100%

Loans t in |V| I I nt m31.12.16 m31.12.17
oans to ind duaSby oan types ®31.12.19 m=30.6.2020

250

200

150

100

50
0 E B =mm

Indexed mortgage loans Non-indexed mortgage Overdrafts and credit Vehicle financing
loans cards

Weighted average LTV of mortgages

100%
80%
60%
40%
62,3% 59,9%
20%
0%
31.12.2016 31.12.2017 31.12.2018 31.12.2019

m31.12.18

Other

56,9%

30.6.2020
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LOANS TO CORPORATES

Loans to corporates m|SK-CPI loans m|SK loans
800
651 672
569
600 533 o
149
173
400
306
239 286
200
121 134 158
0
31.12.2016 31.12.2017 31.12.2018 31.12.2019

Loans by industry sectors
200

180
160
140
120
100

80
60
40
20

0

Fisheries Real estates comnanies Services* Construction comnanies

Amounts in ISKbn

mFX loans

694

256

286

152

30.6.2020

Corporate loans by allocation

100%

80%

60%

40%

20%

0%

Retail

1% 2% 2%
g (] 0 ) 0 0
6% 10%
19%
90% 85%
76%
31.12.2018 31.3.2019 30.6.2019 31.12.2019 30.6.2020

Loans at fair
value

m Stage 3 risk
classification

m Stage 2 risk
classifiacation

m Stage 1 risk
classification

®31.12.2016 m=31.12.2017 m31.12.2018 m31.12.2019 m30.6.2020

[0 wm

ITC Holdina companies Manifacturina Aariculture

Public entities and other

* Loans to travel industry amounted to ISK 91.9 bn 30.6.2020 (ISK 96.3 bn 31.12.2019)
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LIABILITIES AND EQUITY

30.6.2020 31.12.2019 Change
Due to financial institutions and CB 37,226 48,062 -10,836 -23%
Deposits from customers 758,790 707,813 50,977 7%
Borrowings 408,097 373,168 34,928 9%
Other liabilities 31,023 30,470 553 2%
Subordinated liabilities 21,527 19,081 2446 13%
Equity 244,447 247,734 -3,287 -1%
Total 1,501,110 1,426,328 74,782 5%

Amounts in ISKm

Deposits from customers

800
590

600

56

400

200
103

0

31.12.2016

Amounts in ISKbn

605
49

106

31.12.2017

u |SK-CPI deposits

693

94

114

31.12.2018

ISK deposits

708

102

121

31.12.2019

FX deposits
759

112

118

30.6.2020

Liabilities and equity
100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

%

% :
o

31.12.2016 31.12.2017

70

31.12.2018

;
17%

31.12.2019

51%

| 20 |
8

16%

30.6.2020

® Due to financial institutions and CB

® Deposits from customers
Borrowings

® Other liabilities

= Subordinated liabilities

mEquity
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BORROWINGS

Borrowings m31.12.16 =31.12.17 m31.12.18 m31.12.19 ®30.6.2020

250.000

200.000

150.000

100.000

50.000
o I = BB =N

Issued bonds to LBI Covered bonds Senior unsecured bonds Other unsecured loans  Tier 2 subordinated
bonds

H Senior unsecured bonds
H Tier 2 subordinated bonds

2016 2017 2018 2019 H1 2020

= Covered bonds
m Other unsecured loans

Borrowing issuance
200.000

160.000
120.000
80.000

40.000

Amounts in ISKm

Borrowings 30.6.2020

m Covered bonds

u Senior unsecured bonds
u Other unsecured loans

m Tier 2 subordinated bonds

Maturity profile* mISK ®FX
100.000

80.000
53.399
60.000

40.000

20.000 30.549 43.195

28.826

6.068
H2 2020 2021 2022 2023 2024 > 2024

*EUR 100 million Tier 2 Subordinated bonds maturing in 2028 are callable in 2023.
ISK 5.5 bn Subordinated bonds maturing in 2029 are callable in 2024.
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FX FUNDING

Maturity profile in FX

0,000 -
70,000 -
60,000 -
50,000 -
40,000 -
30,000 -
20,000 -
10,000 -

0 -

m. ISK

i

m. EUR

Q3 | a4 Q1|Q2|Q3|Q4 H1|H2

2020 2021

2022

BWEUR mSEK

Recent issuance in FX

H1|H2 H1|H2

2023 2024 2025

USD mOTHER # EUR-CALL

2026

2027

2028

2029

2030

500
450
400
350
300
250
200
150
100
50

Upcoming maturities

November 2020

24 November 2020: SEK 250m FRN, SEK 750m FXD
27 November 2020: NOK 300m FRN

29 November 2020: SEK 600m FRN

= On the back of solid financial results for 2019, Landsbankinn entered a liability management exercise in February 2020

= A buy-back of EUR 300m of the March 2021 maturity

New issue of EUR 300m maturing in May 2024 at 83bp spread over mid-swap market rate
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LIQUIDITY RATIOS AND NET STABLE FUNDING

Liquidity coverage ratio total

200%

157%

128%
100%

0%
31.12.2016 31.12.2017

Liquidity coverage ratio ISK

150%

100%

90%

50% 60%

0%
31.12.2016 31.12.2017

| CR total e Regulatory requirements

191%

158% 161%

31.12.2018 31.12.2019 30.6.2020
ELCR ISK
114%
61%
44%
31.12.2018 31.12.2019 30.6.2020

Regulatory requirements 30% from 1.1.2020

Liquidity coverage ratio FX mm— | CR FX e Regulatory requirements
1000%

800%

743% et
600%
534%
400% 476%
200%
0%
31.12.2016 31.12.2017 31.12.2018 31.12.2019 30.6.2020
Regulatory requirements NSFR FX: 80% 2016, 90% 2017 and 100% since 2018
Net stable funding ratio BNSFR FX = NSFR total
200%
124% 100%
WRZL/Y 123% (! 0
120% 1439 BNEEQ 117%

100% 1z

0%
31.12.2016 31.12.2017 31.12.2018 31.12.2019 30.6.2020
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CAPITAL REQUIREMENTS

CET1 Tier 1 Total
Pillar | 4.5% 6.0% 8.0%
Pillar II-R 1.9% 2.6% 3.4%
Minimum requirements undr Pillar | and Pillar II-R 6.4% 8.6% 11.4%
Systemic risk buffer 2.87% 2.87% 2.87%
Capital buffer for systematically important institutions 2.00% 2.00% 2.00%
Countercyclical capital buffer 0.00% 0.00% 0.00%
Capital conservation buffer 2.50% 2.50% 2.50%
Combined buffer requirements under Pillar II-G 7.37% 7.37% 7.37%
Total capital requirements 13.8% 16.0% 18.8%
Total capital ratio 30.6.2020 22.8% 22.8% 24.9%

Risk exposure amount

1.200.000
1.000.000

800.000 924.118
836.758
600.000

77,5%

75,3%

400.000
200.000

0

31.12.2016 31.12.2017

mmmmm Risk exposure amount

Amounts in ISKm

1.000.926

75,5%

31.12.2018

1.020.397

71,5%

31.12.2019

REA / total assets

1.052.736

30.6.2020

100%

90%

80%

70%

60%

50%

Total capital requirements as defined by FME
30,2%

0
30% 26,7%
24,9%
25%

20,5%

22,1% 21,4%

20%
8,1%

15%

0
10% 6,0%

{9
5% 8.0%

0%

31.12.2016 31.12.2017

m Pillar | mmm Pillar 11-R

25,8%

31.12.2018

mmm=m Combined buffer requirements

24,9%
o —m
20,5%
18,8%

9,1%

3,4%

8,0%

31.12.2019

7,4%

3,4%

8,0%

30.6.2020

—— Total capital ratio

Calculation of Pillar | capital requirements for credit and market risk is based on

the standardised approach while calculation for operational risk is based on the

basic indicator approach

On 19 March 2020, it was decided to abolish the 2% countercyclical capital buffer

requirement in response to the COVID-19 pandemic. Landsbankinn’s total capital

requirement at end of June 2020 is 18.8%
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DIVIDENDS AND CAPITAL RATIO

Dividend proposal for 2020

= Landsbankinn’s AGM, held on 22 April 2020, approved the motion of
the Board of Directors to refrain from paying a dividend for the
operating year 2019 in light of economic uncertainty and in line with
directions from the Central Bank of Iceland.

Landsbankinn's dividend policy

= Landsbankinn aims to pay regular dividends to shareholders
amounting in general to 250% of the previous year's profit. In line with
Landsbankinn's target capital ratio, the aim is also to make special
dividend payments to optimise the Bank's capital structure.

= In determining the amount of dividend payments, it shall be ensured
that the Bank maintains a very strong financial position. Regard shall
be had for risk in the Bank's internal and external environment, growth
prospects and the maintenance of a long-term, robust equity and
liquidity position, as well as compliance with regulatory requirements of
financial standing at any given time.

Amounts in ISKm

Dividend payments
40.000 " 8% 78%
35.000
30.000 24.822
25.000
20.000
15.000
10.000

5.000
0

9.922

2016 2017 2018 2019 2020

mmmmm Dividend mmmmm Special dividend -~ Dividend / Profit previous year

Total Capital Ratio, change H1 2020

0.2%

-0.3% -0.8%

31.12.2019 Loss H1 2020 Change in risk weighted Other change 30.6.2020
assets

80%
70%
60%
50%
40%
30%
20%
10%
0%
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ECONOMIC SCENARIOS USED IN MODELLING ECL

= The Bank’s Economic Research Department provides scenarios with forecasts on

Scenarios - number of tourists (thousand people relevant economic variables.

2.500

5 000 = Key macroeconomic variables used in modelling the allowance for credit losses
for Stage 1 and Stage 2.

1.500

1.000 = Scenarios are averages for the next 12 months and then for the remainder of the
forecast period, which represents a medium-term view.

500
O il 01> s01s o014 2015 2016 2017 2015 2016 2020 2001 202 * The upside scenario is assigned a weight of 25%, the base case scenario is

assigned a weight of 50% and the downside scenario is assigned a weight of
25%.

e Base case scenarios e Upside scenario e Downside scenario

Economic growth Unemployment

10%

14%
12%

5% / /A\
C > av :' 10%
0% .\ : : 8%
/4 o
50 4%
2%

-10%
0%

2019 2020 2021 2022 2022

-15%

2019 2020 2021 2022 2023 ' ' ) . )
—o—Base case scenario = Upside scenario —#—Downside scenario Base case scenario Upside scenario Downside scenario
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ECONOMIC SCENARIOS USED IN MODELLING ECL

4,0%
3,5%
3,0%
2,5%
2,0%
1,5%
1,0%
0,5%
0,0%

180

2019

Inflation

2020 2021 2022 2023

- Base case scenario ~f— Upside scenario =g DoOwnside scenario

EURISK

170

160

A —

150

140 -

130

e
e

120
110

100

1.3.2019

1.3.2020 1.3.2021 1.3.2022 1.3.2023

-t Base case scenario - Upside scenario —de=—= DOwWnside scenario

5%

4%

3%

2%

1%

0%

CB key interest rates (seven-day term deposit rate)

\\\.@é

1.3.2019 1.3.2020 1.3.2021 1.3.2022 1.3.2023
——g— Base case scenario ~=f= Upside scenario g Downside scenario
Housing prices (YoY change)
5%
4% i
3% - / g 4
2% \ g -
1% \ /
0% , ™~ , , — , :
1% S~ _—
2% \/
-3%

2019 2020 2021 2022 2023

-4 Base case scenario - Upside scenario ——de—= DoOwnside scenario
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KEY FINANCIAL RATIOS

Q2 2020 Q1 2020 Q4 2019 Q32019 Q2 2019 H1 2020 2019 2018 2017 2016
Profit after taxes 341 -3,628 3,875 3,247 4,329 -3,287 18,235 19,260 19,766 16,643
Return on equity before taxes -0.9% -5.4% 8.0% 8.0% 9.5% -3.2% 9.6% 11.1% 11.0% 8.7%
Return on equity after taxes 0.6% -5.9% 6.3% 5.4% 7.1% -2.7% 7.5% 8.2% 8.2% 6.6%
Return on equity, excluding bank levy 1.3% -5.2% 8.0% 7.1% 8.9% -2.0% 9.2% 9.8% 9.5% 7.7%
After tax return on average assets 0.1% -1.0% 1.1% 0.9% 1.2% -0.4% 1.3% 1.5% 1.7% 1.5%
Total capital ratio 24.9% 24.8% 25.8% 23.6% 23.7% 24.9% 25.8% 24.9% 26.7% 30.2%
Net interest income 9,512 9,427 9,580 9,631 10,214 18,939 39,670 40,814 36,271 34,650
Interest spread as a ratio of assets and liabilities 2.1% 2.2% 2.3% 2.3% 2.3% 2.1% 2.4% 2.7% 2.5% 2.3%
Cost-income ratio 42.7% 72.6% 46.2% 43.9% 42.3% 54.1% 42.6% 45.5% 46.1% 48.4%
Liquidity ratio LCR total 191% 196% 161% 186% 174% 191% 161% 158% 157% 128%
Liquidity LCR FX 476% 489% 769% 577% 555% 476% 769% 534% 931% 743%
Liquidity LCR ISK 114% 96% 61% 46% 45% 114% 61% 44% 60% 90%
Net stable funding ratio NSFR total 117% 115% 117% 119% 119% 117% 117% 120% 124% 123%
Net stable funding ratio NSFR FX 121% 127% 143% 158% 164% 121% 143% 166% 179% 154%
Operating expenses as a ratio of average total assets 1.6% 1.7% 1.8% 1.5% 1.7% 1.6% 1.7% 1.9% 2.0% 2.1%
Total assets 1,501,110 1,523,188 1,426,328 1,415,262 1,402,835 1,501,110 1,426,328 1,326,041 1,192,870 1,111,157
Loans / deposits ratio 157.9% 157.7% 161.1% 161.5% 162.0% 157.9% 161.1% 153.6% 153.0% 144.7%
Full-time eqv.positions 872 886 893 903 903 872 893 919 997 1,012
Amounts in ISKm
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OPERATIONS

Q2 2020 Q1 2020 Q4 2019 Q32019 Q2 2019 H1 2020 2019 2018 2017 2016
Net interest income 9,512 9,427 9,580 9,631 10,214 18,939 39,670 40,814 36,271 34,650
Net fee and commission income 1,653 1,945 2,125 1,958 2,076 3,598 8,219 8,157 8,431 7,809
Net valuation adjustments and impairment -8,191 -5,244 -1,399 -1,056 -1,378 -13,435 -4,827 1,352 1,785 -318
Net foreign exchange gain (loss) -259 85 -300 -39 -87 -174 -584 -1,497 -1,375 -179
Other net operating income 3,160 -2,813 2,257 860 2,042 347 9,039 5,084 8,400 6,738
Total operating income 5,875 3,400 12,263 11,354 12,867 9,275 51,517 53,910 53,512 48,700
Salaries and related expenses 3,802 3,844 3,805 3,284 3,689 7,646 14,458 14,589 14,061 14,049
Other operating expenses 2,206 2,430 2,505 2,167 2,340 4,637 9,534 9,348 9,789 9,465
Tax on liabilities of financial institutions 425 450 1,064 1,065 1,065 875 4,204 3,860 3,253 2,973
Total operating expenses 6,433 6,724 7,374 6,516 7,094 13,157 28,196 27,797 27,103 26,487
Profit ( Loss) for the period before tax -558 -3,324 4,889 4,838 5,773 -3,882 23,321 26,113 26,409 22,213
Income tax -899 304 1,014 1,591 1,444 -595 5,086 6,853 6,643 5,570
Profit ( Loss) for the period 341 -3,628 3,875 3,247 4,329 -3,287 18,235 19,260 19,766 16,643

Amounts in ISKm
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BALANCE SHEET

30.6.2020 31.12.2019 Change 31.12.2018 31.12.2017 31.12.2016
Cash and balances with CB 89,598 69,824 19,774 28% 70,854 55,192 30,662
Bonds and debt instruments 104,758 115,262 -10,504 -9% 77,058 117,310 154,892
Equities and equity instruments 26,794 30,019 -3,225 -11% 23,547 27,980 26,688
Loans and advances to fin institutions 56,394 47,929 8,465 18% 71,385 44,866 20,408
Loans and advances to customers 1,198,210 1,140,184 58,026 5% 1,064,532 925,636 853,417
Other assets 25,356 23,110 2,246 10% 18,665 21,886 25,090
Total 1,501,110 1,426,328 74,782 5% 1,326,041 1,192,870 1,111,157
Due to financial institutions and CB 37,226 48,062 -10,836 -23% 34,609 32,062 20,093
Deposits from customers 758,790 707,813 50,977 7% 693,043 605,158 589,725
Borrowings 408,097 373,168 34,929 9% 314,412 281,874 223,944
Other liabilities 31,023 30,470 553 2% 31,027 27,642 25,776
Subordinated liabilities 21,527 19,081 2,446 13% 13,340 77 388
Equity 244,447 247,734 -3,287 -1% 239,610 246,057 251,231
Total 1,501,110 1,426,328 74,782 5% 1,326,041 1,192,870 1,111,157

Amounts in ISKm
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SEGMENTS

Corporate

Support

1.1 -30.6 2020 Personal banking Banking Markets Treasury functions Reconciliation Total
Net interest income 8,466 9,430 193 910 -69 9 18,939
Net fee and commission income 1,600 349 1,904 -226 89 -118 3,598
Net valuation adjustments and impairments -2,392 -11,031 -2 -8 -2 0 -13,435
Other net operating income 166 -1,872 -2 1,871 22 -12 173
Total operating income (expense) 7,840 -3,124 2,093 2,547 40 -121 9,275
Operating expenses -3,306 -1,191 -1,252 -884 5,777 128 -12,282
Tax on liabilities of financial institutions -286 -291 -7 -282 -9 0 -875
Cost allocated from support functions to business segments -2,094 -1,318 -725 -385 4,522 0 0
Profit (loss) before tax 2,154 -5,924 109 996 -1,224 7 -3,882
Income tax -873 860 -444 -271 1,323 0 595
Profit (Loss) for the period 1,281 -5,064 -335 725 99 7 -3,287

Total assets 535,502 626,576 18,270 590,114 15,939 -285,291 1,501,110

Total liabilities 501,039 517,657 13,884 493,435 15,939 -285,291 1,256,663

Allocated capital 34,463 108,919 4,386 96,679 0 0 244,447

Amounts in ISKm
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DISCLAIMER

= This presentation is for information purposes only and shall not be construed as an offer or solicitation
for the subscription or purchase or sale of any financial instrument.

» The information set out in this presentation has not been independently verified. No representation or
warranty is made by Landsbankinn as to the accuracy, completeness or fairness of the information or
opinions contained in this presentation.

» This presentation may contain projections and forward-looking statements which are subject to a number
of risks and uncertainties that could cause actual results to differ materially and could adversely affect
the financial effects described herein.

= Landsbankinn accepts no liability whatsoever for any direct or indirect loss, howsoever arising, from use
of this presentation.

» Landsbankinn assumes no obligation to update this presentation, provide any additional information or
correct any errors, which may eventually become apparent.
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