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Report and Statement of the Board of Directors
and the CEO

The Condensed Consolidated Interim Financial Statements of Straumur-Burdaras Investment Bank hf. for the period
1 January to 30 September 2008 are prepared in accordance with International Financial Reporting Standards (IFRS)
for interim financial statements. The Consolidated Interim Financial Statements for the period comprise Straumur-
Burdaras Investment Bank hf. and its subsidiaries (together referred to as the “Bank”).

According the Income Statement, after tax losses for the period amounted to EUR 124.7 million. The Bank's equity at
the end of September 2008 amounted to EUR 1,346 million. The Bank's capital adequacy ratio, calculated in
accordance with the Act on Financial Undertakings, was 22.5% at period-end. As of 30 September 2008 the Bank's
total assets amounted to EUR 5,244 million.

Due to events globally and in Iceland, the Bank has included an annex to its Consolidated Interim Financial
Statements an Income Statement for the ten months ended 31 October 2008 and a Balance Sheet at that date. The
Bank’s losses for the ten month period were EUR 275 million. At 31 October the Bank’s total assets amounted to
EUR 4,422 million, its equity was EUR 1,173 million and its capital adequacy ratio was 17.6%.

The Bank's total share capital at the end of the period amounted to ISK 10,359 million.

At the end of the period the Bank's shareholders numbered 19,957 as compared to 21,692 at the beginning of the
year. Samson Global Holdings SARL, which holds 34.31 % of the Bank's share capital, is the only shareholder with a
holding exceeding 10%.

Impact of recent developments in financial markets

Developments in the global financial markets have adversely impacted most financial institutions, including
Straumur. Straumur has taken all reasonable steps to disclose information concerning the impact upon it of these
developments to its shareholders and creditors.

Insofar as it has been possible, over the last few months, Straumur has continued to follow its stated strategy of
developing client-driven revenue and de-risking its balance sheet.

Straumur's balance sheet and capital position has been adversely affected by declining asset values (in respect of both
financial assets and loans). Although the Icelandic part of its business is relatively small, it has, in particular, been
impacted adversely by recent events in that market which have led to significant levels of impairments and losses
which have had a negative impact on its capital position.

Straumur had a number of asset, liability and derivative balances with Landsbanki Islands hf., Glitnir banki hf. and
Kaupping banki hf. at the date when these banks' operations were taken over by the Icelandic Financial Supervisory
Authority. Straumur believes that after the settlement and set off process in respect of these balances the net impact
on its capital position is positive.

Straumur's reporting currency is Euros and the bank normally hedges its net assets into Euros. The Bank also has,
however, a number of assets and liabilities denominated in other currencies including the Icelandic krona . Since
early October, due to an effective closure of the foreign exchange market in Iceland, the Bank has not been able to
carry out its normal hedging of net currency positions into Euros. The Bank has therefore been forced to carry
positions in a number of currencies which have had a material and positive impact on its capital position at 31
October 2008. It will take steps to hedge these positions when market conditions allow.

Straumur has relatively modest financing needs as it is not highly leveraged (having a debt to equity ratio of 2.9 at 30
September 2008). It has a bank financing of less than EUR 426 million maturing over the next 12 months. Whilst the
Bank has managed its cash and liquidity position carefully over the last months and met its obligations as they have
fallen due, recent events in Iceland have put pressure on Straumur's liquidity position. The Bank has therefore
emphasized to manage relationships with its funding banks proactively and positively. In particular, the process of
securing replacement financing for the Bank’s forthcoming syndication repayment on 15 December is not complete
but is well advanced.
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Report and Statement of the Board of Director and CEQ, contd.:

As a result of concerns about the situation in Iceland, Straumur's credit rating has been steadily downgraded by Fitch
to a current Long term Issuer Default Rating of B.

On account of the events described above, Straumur has focused on reducing its balance sheet and risk profile,
protecting its capital and liquidity position. At the same time the Bank has taken opportunities, to develop the revenue
generating capability of the organization. At the start of November recruited a number of former Teathers Limited
staff in London in order to enhance its Corporate Finance and Securities platform in the UK, following the
appointment of Administrators to that company.

Despite the difficult conditions which continue to prevail in most of the markets in which Straumur operates the
board and management of the Bank trust that the actions described above and its strong capital position will enable it
to develop its business in line with its current strategy - focusing on client-driven revenues, diversifying its sources of
income and de-risking its balance sheet.

Statement of opinion

To the best of our knowledge it is our opinion that the Consolidated Interim Financial Statements for the period 1
January to 30 September 2008 give a true and fair view of the of the assets, liabilities and financial positions and
financial performance of the Bank as at 30 September and it is condensed consolidated cash flows for the period.

Further it is our opinion that the Consolidated Interim Financial Statements and the endorsement of the Board of
Directors and the Chief Executive Officer gives a fair view of the development and performance of the Bank’s
operations and its position and describes the principal risks and uncertainties faced by the Bank

The Board of Directors and the CEO hereby confirm the Consolidated Interim Financial Statements of Straumur-
Burdaras Investment Bank hf. for the period 1 January to 30 September 2008 by affixing their signatures hereto.

Reykjavik, 25 November 2008.

Board of Directors:

W ot (o R

Bjorgélfur Thor Bjorgdlfsson Birgir Mar Ragnarsson
Chairman
— » g i -
= ,/7;1’/7 //4/ / B
= = P o —
Gudmundur Kristjdnsson Hallbjorn Karlsson
CEO:
Wilktaw AN =M
William Fall
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Independent Auditors’ Review Report

To the Board of Straumur-Burdaras Investment Bank hf.

We have reviewed the accompanying Condensed Consolidated Financial Statements of Straumur-Burdaras
Investment Bank hf., which comprise the consolidated balance sheet as at 30 September 2008 and the consolidated
income statement, statement of changes in equity and cash flow statement for the nine month period then ended, and
a summary of significant accounting policies and other explanatory notes. Management is responsible for the
preparation and fair presentation of this interim financial information in accordance with International Financial
Reporting Standards as adopted by the EU. Our responsibility is to express a conclusion on this interim financial
information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410 Review of
Interim Financial Information Performed by the Independent Auditor of the Entity. A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
financial information does not give a true and fair view of the financial position of the entity as at 30 September 2008
and of its financial performance and its cash flows for the nine month period then ended in accordance with
International Financial Reporting Standards as adopted by the EU.

Reykjavik, 25 November 2008.

KPMG hf.

SN A

Helgi F. Arnarson

ﬂ%«/&; Lipoon

Olafur Mar Olafsson

Condensed Consolidated Interim Financial Statements of
Straumur-Burdaras Investment Bank hf. 30. September 2008



Condensed Consolidated Interim Income Statement
for the period from 1 January to 30 September 2008

2008 2007 2008 2007
Notes 1.7.-30.09. 1.7.-30.09. 1.1.-30.09. 1.1.-30.09.

Interest iNCOME ......c..eevvrevveeeiieeieereeeieeeee e 142,517 162,602 399,448 523,791
Interest expense ........ ( 127,695) ( 136,300) ( 337,538) ( 477,962)
Net interest income 10 14,822 26,302 61,910 45,829
Fee and commission INCOME ........cccovvvveeeeeevenneeennnnn. 30,410 24,652 95,196 98,405
Fee and commission eXpense ...........coceeveeevervenenenne. ( 3,906) ( 3,348) ( 12,027) ( 3,937)
Net fee and commisSion INCOME .........ooevvvereeeerennnnns 11 26,504 21,304 83,169 94,468
Dividend inCOME ......cceevvereeererieieerieeeeeeeeeeee 21 5,083 2,629 29,374
Net (losses)/gains on financial assets and
financial liabilities held for trading .................... 12 ( 23871) ( 13,793) ( 48,731) 87,687
Net (losses)/gains on financial assets designated
at fair value through profit or 10ss .........ccccceeeuee 13 ( 23,503) ( 28,042) ( 42,861) 12,858
Net foreign exchange (10sses)/gains ...........coceevenenee. (  26,267) 4910 ( 9,802) ( 14,105)
Other iINCOME .....eevereeieiieierieieteee e 1,152 17,015 4,050 17,378
Net operating (€Xpense)/inCome ..........c..coeveerervennene ( 31,142 32,779 50,364 273,489
AdmInistrative eXpenses ..........cecerereereeneereeseeneenne ( 30,727) ( 29,969) ( 92,7740) ( 72,242)
Impairment 10SSes ......cceceeerveriererenienieireneeeeeseeneen ( 106,812) ( 4255) ( 122,262) ( 11,638)
Share of profit of associates ..........cccceeceeverereeneennen. ( 237)  ( 2) ( 1) ( 22)
(Loss)/profit before tax ............ccccoocevevireiecenereeenn, ( 168917) (1,447) ( 164,639) 189,587
Tax iINCOME/(EXPENSE) ....eeveeuverernieeenieeieeeenienieeeenees 14 23,367 1,645 39,925 ( 26,038)
(Loss)/profit for the period ..............c.cccocerevereniene. ( 145,551) 198  ( 124,714) 163,549
Attributable to:
Equity holders of the Parent ............ccccoecevenennene ( 148,966) 1,828 ( 130,711) 157,005
MINOTILY INEEIESE ..e.eeveieriieierieniieiesiceteiesieeeeieae 3,415 ( 1,630) 5,997 6,544
(Loss)/profit for the period .........cccceeververvevrereennnne. ( 145,551) 198 (124,714 163,549
Basic earnings per share ... 15 ( 0.015) 0.000 ( 0.013) 0.017
Diluted earnings per share ................coccoeivenennnnne. 15 ( 0.015) 0.000 ( 0.013) 0.016

Notes on pages 10 to 24 are an integral part of these Condensed Consolidated Interim Financial Statements.
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Condensed Consolidated Interim Balance Sheet
as at 30 September 2008

Notes 30.9.2008 31.12.2007
Assets:
Cash and cash equiValents ...........ccceveririirinieieeseeeeeeesee e 16 592,489 1,427,171
Financial assets held for trading ... U 252,795 1,056,406
PIed@ed @SSELS ....veueeuiiereiieieieieree e 18 184,255 211,923
Financial assets designated at fair value through profit or loss .................... 19 1,020,242 923,939
OGNS ..ttt ettt 20 1,842,584 2,411,342
Financial assets available-for-sale 22 309,540 338,960
Investments in associates ............... 7,428 11,097
Property and eqUIPMENt .........c..ccoeeverieininieiieneneeeseeeeese e 23,674 21,679
ASSEL NELA FOI SALE ...t e s aaee e e e e 66,348 0
Intangible assets ....... 498,907 500,723
Deferred tax assets .... 32,494 491
OBNET ASSELS .voevvieveeetieetieeete ettt e et ete et e et e eeteeeteeeaseeeveeesseetaeeeteeesseenseenes 413,477 233,192
Total Assets 5,244,232 7,136,923
Liabilities:
Financial liabilities held for trading 23 231,143 101,786
Deposits from banks ........c..cccceveeene 51,293 34,538
Deposits frOM CUSLOMETS ......c.evverveirririeieerienieteeetereteec e seee et naenes 780,707 1,233,725
BOITOWINGZS .ottt et 24 2,394,000 3,778,515
Subordinated loans .. 25 92,016 113,641
Current tax HabIliLY .....ccoveveriiiiiniiieeeeeeteeeeeee e 3,618 26,829
Deferred tax Hability ........cccccoveviiiiiiininiiiiiciinicccseeee e 945 2,377
Other HaDILItIES .....c.eeoveivieieeiicieeeeiecteceete ettt 344,846 277,011
Total Liabilities 3,898,569 5,568,422
Equity:
Share capital 102,525 102,777
SHare PremMiUM ..cc.eoeeiiriiriiiieieeeetetee ettt ettt 639,136 647,970
ONET TESEIVES ..evieniiiieiieieetietiesteeteetesteeteeteeteestesbesbeeseeseeseeseesesseessensesseenees ( 74,658) ( 36,006)
Retained €arnings .........cocceeeeeiriereeineneeeineeeeeeneeee et 663,506 843,116
Total equity attributable to equity holders of the Parent ... 1,330,510 1,557,857
MINOTILY INEEIESE ..cveveuieiiriiieietirieteeet ettt ettt ettt 15,154 10,644
Total Equity 26 1,345,663 1,568,501
Total Liabilities and Equity 5,244,232 7,136,923

Notes on pages 10 to 24 are an integral part of these Condensed Consolidated Interim Financial Statements.
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Condensed Consolidated Interim Statement of Changes in Equity
for the period from 1 January to 30 September 2008

Total
share-
Share Share Other Retained holders' Minority Total
2008 capital  premium reserves earnings equity interest equity
Equity as at 1.1.2008 ................... 102,777 647,970 ( 36,006) 843,116 1,557,857 10,644 1,568,501
Translation difference .................. ( 56,623) ( 56,623) 156 ( 56,467)
Fair value changes in
available-for-sale
financial asSets .........coeevveeeennn.. 14,932 14,932 14,932
Net earnings recognised
directly in equity .......ccccevrveuenene ( 41,690) ( 41,690) 156 ( 41,535)
Loss for the period .........cccecvvuenene ( 130,711) ( 130,711) 5997 ( 124,714)
Total recognised in income
SLALEMENL ..oveenvencreneeriercenienene ( 41,690) ( 130,711) ( 172,402) 6,153 ( 166,249)
Dividends paid ISK 0.56
Per Share .......ccecveveveeevereirrerenne ( 48900) ( 48,900) ( 48,900)
Dividends paid by subsidiary ...... ( 1,643) ( 1,643)
Purchases and sales of
treasury shares ...........ccoceeuenene ( 252) ( 8,834) ( 9,086) ( 9,086)
Increase due to call options 3,039 3,039 3,039
Equity as at 30.09.2008 .............. 102,525 639,136 ( 74,658) 663,505 1,330,510 15,154 1,345,663
2007
Equity as at 1.1.2007 100,275 615,802 ( 14,819) 772,529 1,473,787 20,231 1,494,018
Translation difference ( 3,372) ( 3,372) 1,230 ( 2,142)
Fair value changes in
available-for-sale
financial assets .......cccoevveveneennns ( 12,524) ( 12,524) ( 12,524)
Net earnings recognised
directly in equity .......ccccovrvenenene ( 15,896) ( 15,896) 1,230  ( 14,666)
Profit for the period ..................... 157,005 157,005 6,544 163,549
Total recognised in income
StAtEMENL ... ( 15,896) 157,005 141,109 7,774 148,883
Dividends paid ISK 0.75
per share ........cccceeeevveniecrinnen. ( 87,792) ( 87,792) ( 6,498) ( 94,290)
Purchases and sales of treasury
Shares ....cccoeevervecrcriecrcnecenn 4,119 56,228 60,347 60,347
Treasury shares stated as
other liability on account
of put options, reversed ........... 25,469 25,469 25,469
Expense due to call option .......... 1,768 1,691 3,459 3,459
Sale of subsidiary ...........ccccceueee. ( 10,355) ( 10,355)
Equity as at 30.09.2007 ............... 104,394 672,030 ( 3,478) 843,433 1,616,379 11,152 1,627,531

Notes on pages 10 to 24 are an integral part of these Condensed Consolidated Interim Financial Statements.
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Condensed Consolidated Interim Statement of Cash Flows
for the period from 1 January to 30 September 2008

2008 2007

1.1.-30.09. 1.1.-30.09.
Operating activities:

Net cash from Operating aCtiVIties ...........evverueeierieriiriienierieeieer et 606,264 241,396
Investing activities:
Net cash used in INVEStING ACHIVILIES ....eeuveuverueriieiinieeiieieeieeieterteet ettt ( 500) ( 174,667)

Financing activities:

Net cash (used in) provided by financing activities ..........c.cecererieriererienenenieieneneenne (1,440,446 ) 25,302
(Decrease)/increase in cash and cash equivalents ...................cccoooviiiinninennnn. ( 834,682) 92,031
Cash and cash equivalents at beginning of year ..................ccocoooviiiiniinnne, 1,427,171 370,934
Cash and cash equivalents at the end of the period ..................cocoooiiiiinnnn. 592,489 462,965

Notes on pages 10 to 24 are an integral part of these Condensed Consolidated Interim Financial Statements.
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Notes to the Condensed Consolidated Interim Financial
Statements

1. Reporting entity

Straumur-Burdaras Investment Bank hf. (the Parent) is a company incorporated and domiciled in Iceland. The address of
the Parent's registered office is Borgartun 25, Reykjavik. The Condensed Consolidated Interim Financial Statements for
the period 1 January to 30 September 2008 comprise Straumur-Burdaras Investment Bank hf. and its subsidiaries
(together referred to as "the Bank"). The Bank offers integrated financial services to companies, institutional investors and
individuals. These services include corporate banking, investment banking, retail banking, capital markets services and
asset management.

2. Basis of preparation

Statement of compliance

The Condensed Consolidated Interim Financial Statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU.

The Condensed Consolidated Interim Financial Statements were authorised for issue by the Board of Directors of
Straumur-Burdaras Investment Bank hf. on 25 November 2008.

The statements do not include all of the information required for a complete set of Consolidated Annual Financial
Statements, and should be read in conjunction with the Consolidated Financial Statements of the Bank as at the year
ended 31 December 2007.

3. Significant accounting policies

The accounting policies and methods of computation applied by the Bank in these Condensed Consolidated Interim
Financial Statements are the same as those applied by the Bank in its Consolidated Financial Statements as at, and for the
year ended, 31 December 2007.

A summary of significant accounting policies is provided in the Bank's Consolidated Financial Statements for the year
2007.

4. Significant judgements and accounting estimate

The preparation of Condensed Consolidated Interim Financial Statements requires that management make judgements,
estimates and assumptions that effect the application of accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from these estimates.

In preparing these Condensed Consolidated Interim Financial Statements, the significant judgements made by the
management in applying the Bank's accounting policies and the key source of estimation uncertainty were the same as
those that applied to the Consolidated Financial Statements as at and for the year ended 31 December 2007.

5. Changes within the Bank

Alpstar CLO 2 plc was treated as a subsidiary in the Consolidated Financial Statements for the year ended 31 December
2007 because the Bank owned the majority of the subordinated loans this fund had issued. In February 2008, the Bank
sold down its interest in these subordinated loans to a level below 50%. Accordingly, Alpstar is no longer treated as a
subsidiary in the Condensed Consolidated Interim Financial Statements of the Bank because the Bank no longer bears the
majority of the risks and benefits arising from the operation of the fund. The Bank's investment are now treated as a
Financial asset held at fair value. The main effects of this on the Condensed Consolidated Interim Financial Statement is
that loans decrease by EUR 576 million, borrowings decrease by EUR 585 million and financial assets held at fair value
increase by EUR 25 million.

Condensed Consolidated Interim Financial Statements of
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Notes, contd.:

6. Risk management disclosure

The breakdown by contractual maturity of financial assets and liabilities:

0-1 1to3 3-12 1-5 Over 5  No stated

Assets: months months months years years maturity Total
Cash and cash equivalents ............c........ 578,023 10,415 4,050 592,489
Financial assets held for trading ............ 125,904 45,191 21,580 53,213 6,907 252,795
Pledged assets ........ccccvevieireiienieiinnne 184,255 184,255
Financial assets designated at

fair value through P/L ..........ccccccoeenee. 102,146 918,096 1,020,242
LOANS ..evivieeeeeceieeee e 212,753 99,071 232,355 695,707 602,697 1,842,584
Financial assets available-for-sale ......... 207,283 72,625 6,903 6,235 4,869 11,625 309,540
Other aSSELs .....ooeverererieieiereneeeneenes 52,954 189,929 96,466 1,685 629 104,307 445,969
Total ..o 1,361,174 417,230 361,354 756,840 717,248 1,034,028 4,647,873
Liabilities:
Financial liabilities held for

trading ..c.coovveveveenineerecneecceeeene 200,015 30,189 228 711 231,143
Deposits from banks ..........ccccceveueenenne 16,900 27,373 7,020 51,293
Deposits from customers ...........c.ccuee. 533,543 134,072 112,093 999 780,707
BOrrowings .......cceeeeenveecinnerecinnnes 285,483 327,139 250,159 1,174,537 356,683 2,394,000
Subordinated 10ans ...........cccceeveeueeenenne.. 92,016 92,016
Other liabilities ..........ccecvevvevreeeeieneennns 67,775 229414 15,734 3,409 9,816 23,261 349,408
Total .....c..oovveeieeeeeeeeeee, 1,103,716 748,187 385,234 1,179,656 458,515 23,261 3,898,567
Assets - Habilities .........ccceevevveeiereeieneenns 257,458 ( 330,957) ( 23,880) ( 422,816) 258,733 1,010,767 749,306
31.12.2007
Total ASSELS ...ecverveeeeriieierierieeieeeeeeeeieae 2,639,820 487,059 399,446 715,226 1,601,564 760,309 6,603,424
Total Habilities ......cecveeeeeeeieierierieeaeane 1,290,871 693,191 835,403 1,591,323 1,152,825 4,809 5,568,422

Assets - Habilities .......ccccevevverereeienenns

1,348,949 ( 206,132) (435,957)

( 876,097) 448,739

755,500 1,035,002

Liquidity management for Straumur Bank is based on the contractual maturity profile of liabilities. The amounts set
out above are principal amounts reported at the earliest maturity date. Financial liabilities held for trading, including
cross-currency interest rate swaps, are measured according to gross principal outflow on which no netting is performed

at maturity.

Condensed Consolidated Interim Financial Statements of
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Notes, contd.:

6. contd.:

Currency risk

Foreign exchange risk is controlled by continuous monitoring of the Bank’s net exposure to foreign currencies,
reporting findings and enforcing limits. The Risk Committee has defined exposure limits to individual currencies as
well as a gross exposure limits. The exposures are expressed in terms of the FX delta taking account of complex
derivative instruments and the cash value of vanilla instruments. Risk Management monitors compliance with these
procedures on a daily basis. The Bank’s policy, implemented by Treasury, is to maintain currency neutrality in the
Banking Book (investment assets) but net currency exposures are possible in the trading book with the approval of the
Risk Committee.

Breakdown of assets and liabilities by currency:

30.09.2008 EUR ISK GBP USD DKK Other Total
Assets:
Cash and cash equivalents ............c........ 227,120 138,984 20,749 28,833 83,337 93,466 592,489
Financial assets held for trading 88,865 19,150 23,799 92,233 28,749 252,795
Pledged assets ........coeeveerirveecnenerenencns 101,827 15,600 25,308 24,548 16,972 184,255
Financial assets designated

at fair value through P/L ..................... 658,654 295,473 1,311 53,165 5,119 6,520 1,020,242
LOANS ... 615,394 204,334 226,704 202,060 458,172 135,919 1,842,584
Financial assets available-for-sale ......... 130,554 178,792 194 309,540
Investments in assoCiates .............coueeu.. 7,428 7,428
Property and equipment ..........c..ccccecue.. 4,334 10411 5,637 900 2,391 23,673
Assets held for sale .........ccoeeveevveeeveenenn. 66,348 66,348
Intangible assets .........cccovvevecirrieuceenn 475,982 22,557 369 498,907
Deferred tax assets ........coovvevveevveeeveennens 2,052 30,233 208 32,494
Other @SSets ......c.oeveeueereerereereereereeeeeenns 350,232 7,008 9,269 1,965 7,643 37,359 413,477
Total ..o 2,619,534 993,641 302,036 335,129 671,952 321,939 5,244,232
Liabilities and equity:
Financial liabilities held for

TraAding ..c.vevevveerieineecceceeeeee 128,681 77,056 4,463 8,741 14 12,189 231,143
Deposits from banks ..... 14,845 23,414 13,033 51,293
Deposits from customers ...........c.ccccevee.. 396,808 291,441 677 31,503 49,317 10,962 780,707
BOIrowings .......cocceeveveeeneenenincneennenes 1,213,316 836,670 79,621 155,834 68,600 39,958 2,394,000
Subordinated loans ............cccoceeeeveeennnen.. 46,827 45,190 92,016
Current tax liabilities ...........ceevevvervenenne. 1,280 1,205 1,133 3,618
Deferred tax liabilities ..........cccevveveennene 935 10 945
Other liabilities .........ccecvevvevverererieienns 251,181 36,184 7,686 39,984 9,810 344,846
Total equity . 1,345,663 1,345,663
Total ..o, 3,399,535 1,309,954 93,652 196,078 157,916 87,096 5,244,232
Net Balance Sheet position ( 780,001) ( 316,314) 208,384 139,051 514,036 234,843
Net off/Balance Sheet position 651,828 356,680 (201,292) ( 110,419) ( 476,368) ( 220,429)
Net (liabilities)/asset position ( 128,173) 40,366 7,092 28,632 37,668 14,414
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Notes, contd.:

6. contd.:

31.12.2007 EUR ISK GBP USD DKK Other Total
Assets:
Cash and cash equivalents ..........c..c....... 836,392 281,771 3,265 68,561 237,182 1,427,171
Financial assets held for trading . 546,250 246,916 16,632 9,305 160,582 76,721 1,056,406
Pledged assets ......c.coevvenveererenenienennne 10,540 5,625 4,536 33,029 72,740 85,453 211,923
Financial liabilities designated

at fair value through P/L ..................... 718,320 160,469 652 44,007 491 923,939
LOANS .ouviiieiieieieeeee e 1,502,030 260,477 207,208 93,846 256,718 91,063 2,411,342
Financial assets available-for-sale ......... 121,426 217,417 117 338,960
Investment in asSOCIALES ........cccoeeeveeennnes 104 10,993 11,097
Property and equipment ... 4,867 15,143 274 806 589 21,679
Intangible assets .......c.cccceeeeeervrenecnnene. 476,229 24,139 355 500,723
Deferred tax assets ......cccoveeveevververrernenne 491 491
Other aSSELS ....evververereeieieniereeeeeeeenns 183,103 50,089 233,192
Total ... 4,399,752 1,248,900 256,706 180,187 559,407 491,971 7,136,923
Liabilities and equity:
Financial liabilities held for

TrAdING .ovveveeeeerieeeeecceeeee 68,989 5,673 84 27,040 101,786
Deposits from banks .........ccccceveeeeenuenene 34,538 34,538
Deposits from customers . 575,468 587,351 1,547 17,174 40,583 11,602 1,233,725
BOIrowings .......cocceeveveeveneeneninenecnnne 2,838,112 845,912 1,149 92,689 105 548 3,778,515
Subordinated 1oans ............cccceeeeveeenen.. 46,774 66,867 113,641
Current tax liabilities .........ccceevevvervenenne. 22,604 3,427 463 335 26,829
Deferred tax liabilities .........ccccccovvevenneee.. 2,142 13 222 2,377
Other liabilities .........ccccvevvevierenenieienns 277,011 277,011
Total QUILY ..ceevevvererreieeereeereceeceieene 1,568,501 1,568,501
Total ..o 5,122,590 1,820,779 3,172 109,863 40,994 39,525 7,136,923
Net Balance Sheet position (722,838) ( 571,879) 253,534 70,324 518,413 452,446
Net off/Balance Sheet position 781,365 496,635 (190,319) ( 108,070) ( 462,042) ( 517,569)
Net asset/(liabilities) postion 58,527 ( 75,244) 63,215 ( 37,746) 56,371 ( 65,123)
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7. Derivative financial instruments

Nominal account Carrying amount

Assets Liabilities Assets Liabilities
Currency and interests rate derivatives, agreements unlisted:
Forward exchange rate agreements ............cc.ccecevueirieiieenieinieinenieeseeeeeenne 1,692,479 1,723,476 8,482 49,044
Interest rate and exchange rate agreements ............cccccecevveerenieenieinenineneeennene 5,491,747 8,396,281 27,927 98,387
Options - purchased aZIEEMENLS ...........cccererueueuiriririeierininiereietreereeeessereeeseneenene 209,867 1,351
Options - SOId AZIEEMENLS ......c.c.eoirirueueiiirieieittniereiete ettt 264,664 1,657
Futures, agreements ...........cccevueuirieiriiniiinieiecieeeee et 4,240,000 5,031,500 647 672
TOAL ettt ettt et ettt e st e s et e aeera e st et e benseesaeneennenee 11,634,094 15,415,922 38,406 149,759
Equity derivatives:
Equity swaps, agreements Unlisted ............cccovveueiiinineiciininieecnneccneeenenns 7,242 35,736 23,011 10,266
Equity options, purchased unlisted agreements .............ccccevveeveeerirnueveenennerenenss 395,662 27,653 2,456
Equity options, sold unlisted agreements .............eeeererierercreniniereenenierererennnenens 447,081 25,811
Futures, agreements LiSted ...........ccocoirrieirininiicinniccrcccneeeeeseeceeene 1,677 39,330 57 177
TOAL ettt ettt ettt et e sttt e et e s et e beese st et e benneeseeneennenee 404,582 522,146 50,721 38,710
Credit derivative contracts:
Credit default SWAPS ..c..o.evveirieiiieieierieeenteesteteetet ettt 200,500 242,000 11,667 20,189
TOLAL ..ottt ettt ettt ettt eete e e et e s et e aeeaeeas e s e beaneereennennenne 200,500 242,000 11,667 20,189
Bond derivatives:
Bond forward, agreements Unlisted ...........cccoeveeerieenieninenenenenieeneeeseeeeneeene 49,544 20,767 235 336
Bonds futures, agreements .. 50,000 34
TOLAL ..ttt ettt ettt ettt e et e teeaa et e s et e aeeneeas e s ebeeneereeaeennenne 99,544 20,767 269 336
Total derivative financial instruments .....................ccccoooiiieiieviiceneenenn. 12,338,720 16,200,835 101,064 208,995
8. Quarterly Statements
Summary of the Bank’s operating results by quarters:
Q3 Q2 Q1 Q4 Q3
2008 2008 2008 2007 2007
NEt INLETESE INCOIME ...t eee e e e e enaeeeenees 14,822 23,935 23,153 23,003 26,302
Net fee and commisSiON INCOME .......c..eevvveeivvieieiiieiiiee e 26,504 25,901 30,765 36,807 21,304
Dividend INCOME ......ocuviiiieiiiiciieieie et 21 2,521 87 4,333 5,083
Other net financial (expense) income .. . ( 47374) (1 40,512) ( 3,706) ( 25,909) ( 41,835)
Net foreign exchange (10SS€S) ZaAIN .....ccveverveerrenveerienieenieeneieennne ( 26,267) 1,975 14,490 17,167 4,910
Other Operating iNCOME ........cccovvuerreeeruerieenieienieirieneereseeesreseesennens 1,152 1,450 1,448 1,122 17,015
( 31,142) 15,271 66,236 56,523 32,779
AdmIniStrative EXPENSES ......co.eveererrererreirrenrereruereeresseressessesesseessenes ( 30,727) (  26911) ( 35,102) ( 46,695) ( 29,969)
Impairment 10S8€s 0N 10aNS ......cceerieierieiriiniincieeceecee e (106,812) ( 8,035) ( 7,415) ( 8,523) ( 4,255)
Share of profit of aSSOCIALES ........ccvrverreerrerieerieenieieereesceeeeeaens ( 237) ( 478) 713 67 ( 2)
(Loss) profit before tax ............coccccoeviinenninenncrnenccnceene (168,918) ( 20,153) 24,432 1,372 ( 1,447)
TNCOME tAX veovieiieieieeieeceee ettt eneas 23,367 18,709 ( 2,150) ( 1,978) 1,645
(Loss) profit for the period ................cccooooevevviieieeceeiceeeernae. ( 145,551) ( 1,444) 22,282 ( 606 ) 198
Attributable to:
Equity holders of the parent ............cccocceeereerenenieencnncneeneeeenes ( 148,966) ( 2,811) 21,067 1,256 1,828
MINOTILY INEEIESE ..eoveuerinreieienieieieterteeeterteiertee ettt esaeseee 3,415 1,367 1,215 ( 1,862) ( 1,630)
(Loss) profit for the period ..............cccoocoooniininiinieeee (145,551) ( 1,444) 22,282 ( 606 ) 198
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9. Segment Reporting
Segment information is presented in respect of the Bank's business and geographical segments. The primary format,

business segments, is based on the Bank's management and internal reporting structure.

Business segments pays and receives interest to and from Treasury on an arm's length basis to reflect the allocation
of capital and funding costs. Inter-segment pricing is determined on an arm's length basis.

Segment capital expenditure is the total cost incurred during the year to acquire property and equipment and
intangible assets other than goodwill.

The Bank has defined a new business segment in 2008, Merchant Banking, and 2007 segments have been restated
accordingly.
Business segments:

The Bank comprises the following main business segments:

Corporate Finance provides advisory services to corporate clients in respect of M&A and equity and debt, capital
market transactions.

Debt Finance provides advice and a wide range of financing products to clients in Northern and Central Europe.

Capital Markets offers securities brokerage service to the Bank's clients.

Proprietary Trading trades in securities for the Bank's own account in all major markets.

Asset Management provides banking and investment service for institutional and private clients.

Merchant Banking comprises the Bank's direct investment activities and its participation in third party managed
assets and funds.

Treasury is responsible for managing the Bank's funding and liquidity, and its foreign exchange and interest rate
risk management.

Support areas are managed under the following functional headings: Operations, Risk Management, Finance, Legal
& Compliance, Information Technology, Human Resources, Corporate Services, Corporate Comunications and
Group Management.

Geographical segments:

The Bank reports its results in five main geographical regions, being: Iceland, other Nordic countries, the United
Kingdom, Central and Eastern Europe and other countries.
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9. contd.:
1.1. - 30.9.2008
Business segment income statement: Asset
Corporate Debt Capital  Proprietary Manage- Merchant Other

finance finance Markets trading ment Banking Treasury  Operations Total
Net interest (expense) income ( 1,964) 27,635 ( 11,586) 3,690 4,087 ( 10,000) 50,159 ( 109) 61,910
Net fee and commission income (expense) 39,884 17,498 24,665 ( 2,575) 4,591 10 ¢( 1,006) 103 83,169
Dividend income 1,077 82 67 1,269 26 107 2,629
Net (losses) gains on financial assets and liabilities held for trading .............. 1,880 (  46,894) ( 3) 3,396 ( 7,132) 21 ( 48,731)
Net (losses) gains on financial asset designated at fair value thought P/L ...... ( 8,691) ( 6,489) 5 ( 38,983) 11,296 ( 42,861)
Net foreign exchange gains (losses) 33 ( 894) ( 379) ( 8,956) 393 ( 9,802)
Other operating income (expense) 120 288 ( 117) 344 251 3,163 4,050
Net operating income 30,459 38,644 14,442 (45712 8,558 (  44,344) 44,637 3,679 50,364
AdMINISITAIVE EXPEINSES ...vuvrvervreriniirerestetetereseestseseetesetesee e sessesesesesesesessseees ( 18421) (  10,692) (  27,652) ( 8,531) ( 10,972) ( 1,463) ( 6,484) ( 8,523) ( 92,740)
Impairment (  81,839) ( 5,009) ( 35413) ( 122,262)
Share of profit of associates ( 1) ( 1)
(Loss)/profit before tax 12,038 ( 53,888) ( 18,220) (  54,244) ( 2,415) ( 45,807) 38,153 ( 40,259) ( 164,639)
Income tax 39,925
(Loss)/profit for the Period ...........ccceveerrrerinieiinieineireteee et ( 124,714)
Business segment assets:
Cash and cash eqUIVAIENLS ..........ovvvueuereuiiririnireeecictte et 8,374 28,209 46,102 54,998 85,455 1,233 356,590 11,528 592,489
Financial assets held for trading . . 71,561 66,482 92,749 11,726 3,482 6,795 252,795
Pleded @SSELS .....vvviuiiiririeieictcicitt ettt 42,976 8,311 84,389 48,579 184,255
Financial assets designated at fair value through P/L .......ccovviieiiiinninnne 37,246 108,600 20,890 557,601 295,905 1,020,242
Loans 1,766,637 319 74,190 1,394 43 1,842,584
Financial assets available for sale 25,153 105,186 12,496 164,401 2,304 309,540
Investment in associated COMPANIES .........ovvvevevereurriririririeierereitrerereeereeeeeeas 7,428 7,428
Property and equipment 803 39 1,212 110 774 12,703 67 7,965 23,674
Assets held for sale 66,348 66,348
INEANGIDIE ASSELS .....euvveiiiciciiiiirere ettt 64,979 102,378 3,023 29,602 7,080 291,845 498,907
Deferred taX ASSELS ....ccviiivieieirieeiiecteeete ettt ettt et e er et e te e ereeas 208 1,254 30,051 980 32,494
ONET @SSELS ..vvvinievieiereeiiteeteiett ettt ettt ettt e te st sesaese s esessese s esessesessesesesseneenas 40,778 17,443 114,447 45,983 3,818 27,844 61,299 101,864 413,477
Total assets 152,390 2,089,654 300,531 230,638 369,253 718,068 960,375 423,322 5,244,232
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9. contd.:

1.1. - 30.9.2007 Asset
Business segment net income: Corporate Debt Capital ~ Proprietary Manage- Merchant Other

finance finance Markets trading ment Banking Treasury Operations Total
Net interest income (expense) ( 3,280) 42,973 ( 55) ( 8,457) 2,597 ( 1,828) 12,177 1,702 45,829
Net fee and commission income (expense) 47,755 14,531 30,526 ( 415) 3,464 ( 8) ( 1,384) ( 1) 94,468
Dividend income 45 48 25,769 3,512 29,374
Net gains (losses) on financial assets and liabilities held for trading .............. 341 3,570 104,919 ( 849) (  21,112) 818 87,687
Net (losses) gains on financial asset designated at fair value thought P/L ...... ( 6,790) 3 ( 36) 93 19,826 17 ( 255) 12,858
Net foreign eXchange (I0SSES) ......c.euevriririririeieueriirinirreieierereeeee e ( 14,105) ( 14,105)
Other OPerating INCOIME .........c.ecueueirreirietrieiriestreereet ettt erenes 15,981 13 7 229 1,148 17,378
Net operating income 53,711 57,848 34,066 121,816 5312 ( 2,893) ( 3,295) 6,924 273,489
AdMINISITAIVE EXPEINSES ...vuvuvevvreriniirereeieieteseseestseseeteseseseses s sesseseseseseesesssees ( 18,723) ( 11,041) ( 13,920) ( 4913) ( 4,398) ( 1,008) ( 11,191) ( 7,048) ( 72,242)
Impairment ( 2,147) ( 9,494) 3 ( 11,638)
Share of profit of assosiates ( 16) ( 6) ( 22)
Profit before tax 32,841 37,313 20,149 116,903 898 ( 3907) (  14,486) ( 124) 189,587
Income tax ( 26,038)
Profit for the Period .........c.coccveireinieniccrce e 163,549
31.12.2007
BUSINESS SEZMENLS ASSELS ...vvvevevevvieiirireieieteteieert st seteseee st bebesesese e 438,126 2,576,725 840,298 56,608 527,645 623,047 1,742,689 331,785 7,136,923
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9. contd.:

Geographical analysis

Operating income specified by location of its markets and customers.

The geographical analysis of operating income is provided in order to comply with IFRS and does not reflect the way the
Bank is managed.

Other Central
Nordic Eastern
1.1.-30.9.2008 Iceland  Countries UK Europe Other Total
Net interest inCOMe .........ceeeevverreereenennene 23,101 17,115 9,599 1,606 10,489 61,910
Net fee and commission income 13,591 33,840 18,155 16,847 736 83,169
Net financial income .................. ( 4,928) ( 29,509) ( 33,592) ( 27,736) ( 3,000) ( 98,765)
Other iNCOME .......coovveereeerieeiieerieerieereennes 398 2,938 714 4,050
Net operating income ............................. 32,162 24384 ( 35,295) 20,888 8,225 50,364
1.1.-30.9.2007
Net Interest iNCOME .......ccoeevvvvereeeeeeiinnnees 33,043 4,766 2,750 5,270 45,829
Net fee and commission income .............. 43,153 37,134 12,958 1,223 94,468
Net financial income .............cccveeveneeee. 20,008 58,275 156 40,816 ( 3,441) 115,814
Other iNCOME .......ccovveereeerieerieerieetieereenes 229 17,149 17,378
Net operating income .................c.......... 96,433 117,324 15,864 42,039 1,829 273,489
Assets specified by location of its markets and customers:
30.9.2008
Total ASSets .........cocvevvevvieieieiieeeieine 1,383,239 1,196,279 695,207 1,099,603 869,904 5,244,232
31.12.2007
Total ASSets .........cocovevvevvieieieiieecieine 1,739,927 1,345,923 850,553 1,162,810 2,037,710 7,136,923
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Notes to the Income Statement

10. Net interest income 2008 2007

1.1. - 30.9 1.1. - 30.9
Interest income is specified as follows:

Cash and cash eqUIVAIEILS .........coceeviiiiiiiiiiiiiieet ettt 77,991 225,382
Loans .....cccveeveevreeniieeirenne. 159,681 167,098
Financial assets ... 159,160 66,703
Other INLETESt INCOIME .......oooiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeee e 2,616 64,608
399,448 523,791
Income expense is specified as follows:
Financial liabilities held for trading ... e (0 46,388) ( 86,677)
Deposits ....cocvevvereeieiinieiceeeene . ( 77,707) ( 82,342)
BOITOWIIES ...ttt ettt b et b e ht et s b e e bt et e bt eat et e s bt e st et e beeaeensens ( 213,443) ( 308,943)
( 337,538) ( 477,962)
NEt INTEIEST INCOINIE ..uvvveieieeiiiiiiiiieieiieseiaseeaeeeseaeaassseasasessesesssssssssssssnsssssnssssssssnsssssssnssnnsnssnnnnnnnns 61,910 45,829
11. Net fee and commission income
Fee and commission income is specified as follows:
ASSet MANAZEMENLE TES ...c..eeuiiriiiiiiiiitieiteiceieet ettt ettt 5,938 4,682
UNAETWITHNG TEES ..neveiieiiiiieiteeieett ettt et ettt ettt st e be e bt esaaeeneenaeens 17,499 14,144
MEA AAVISOTY ...ttt ettt ettt st ettt et et ettt eae 40,086 47,763
NEEDIOKEIAZE ...cvveeneieiieeiieeieeete ettt ettt st ettt s e st et e st st e bt esbeesaseeabeenbeesaneeas 31,673 31,816
Total fees and commission 95,196 98,405
Fee and cOMMUISSION EXPEISE .....eerurirrierreeriierieenieerteeieettesiteeareenieesitesareebeessaesmseebeesanesaneennees ( 12,027) ( 3,937)
Net fee and COMMISSION INCOIMNE ......uuvuueeeeeieeiiieieeieieiieeeneaeeeeaeeeaeaaeeaeeaae—————————————————————a—annannan———_. 83,169 94,468
12. Net (losses)/gains on financial assets and financial liabilities held for trading
Net gains on financial assets and financial liabilities held for trading are specified as follows:
SIHATES ..vveeiieiiieiieet ettt ettt et e et e ettt eteestbeetbe e beestaeetbeesbeeeabeerbe e beeataeetseenba e taeerbeenbeesaeesreans 14,788 76,337
BONAS ..t ettt et et e e et e e bt e atesabeebeenaeeeaneens ( 64,530) 10,608
DIEIIVALIVES ..ottt ettt e e e e ee e e e e e e e e e e e e e e e e e e eeeeeeeeeeeeeeeeeeeeaeaes 1,011 742
Total net (losses)/gains on financial assets and financial liabilities held for trading .................. ( 48,731) 87,687
13. Net (losses)/gains on financial assets designated at fair value
Net gains on financial assets designated at fair value are specified as follows:
LISEEA SRATES ....eniieiieiie ettt ettt et et et e et et e it e et e et e bt e snbeenbeeeeaas ( 27,373) ( 6,042)
UNBSTEA SNATES ..oovvvviiiiiiiiiieieieeeeeeeeeeeeeeeeeeeeeee ettt e e ee e e e e e e e eeeeeeeeeeeeeeeees ( 20,171) 4,028
LiSted UNIE SNATES ...ecvviiiiiiiieciiee ettt ettt et e ettt e e et e e e tbeeeeabeeesbaeeeenseeeenseeeesaeeannns 1,487 0
UNBStEd UNIE SNATES ...ovvviiiiiiiiiiiiieieeeeeeeeeeeeeeeeeee ettt e e ee e e eeeeeeeeeeees 10,128 14,903
LSEEA DOTIAS ..ottt ettt ettt ettt et eeebe et e st eenbeenbeesateenbeenbeebeaenneenbeenne ( 6,933) 0
UNBSEA DONAS ..vvieeiiieeeiieeeiiee ettt et e et e et e e e ssbeeesntaeeessbeeesssaaeansaeesnsseeensseaessseennsns 0 ( 32)
Total net (losses)/gains on financial assets designated at fair value ..........ccccceveenvenicnneennennne. ( 42,861) 12,858
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14.

15.

Income tax

In May 2008 the Icelandic Parliament approved two changes in the Tax law. Firstly, a decrease in the income tax rate from
18% to 15% as of January 2008, this change will become effective in the tax assessment of the year 2009. Secondly,
companies, which fulfilled particular conditions, will be able to deduct profits from the sale of shares and listed derivatives
on shares from taxable income. The deduction is only authorized if tax loss carry-forward, including loss for the current year,
has been utilized. The new treatment is effective for profits arising in the year 2008 or later. The effect on the accounting of
the Bank is that a tax liability relating to profits from shares in companies and listed derivatives on shares is no longer
recognized in the balance sheet. Due to this, the tax liabilities have decreased by EUR 7,144 thousand compared to 31

December 2007.

Reconciliation of effective

(Loss)/profit Before tax ........ccevveeveerierrierieenienieeiceneeneeieeee e
stic corporation tax rate ..........c..ce.ee...

Income tax using the dome
Tax exempt revenue .........

Effects of branches and subsidiaries ..
Changes in tax laws ..........
Other ChaNEEeSs .....cccveevuieriiiriiiieerieeeee et
EffECtiVe taX c..veeeiiiiiniieeieeiiertee ettt

tax rate:

Tax assets and tax liabilities recognised directly in equity:

Available-for-sale investment securities

Earnings per share

Calculations of earnings per share are based on profit and the weighted average share capital:

(Loss)/profit for the period according to the Consolidated Interim Financial Statements ..........

Weighted average share capital:

Weighted average of outstanding shares for the period

Effects of stock options

Weighted average of total shares for the period, diluted

Basic earnings per share

Diluted earnings per share ...

Notes to the Balance Sheet

16. Cash and cash equivalents

Cash and cash equivalents

Unrestricted balances with central banks..

Money market placements

Total cash and cash equivalents

are specified as follows:
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2008 2007

1.1.-30.9 1.1.-30.9

( 164,639) 189,587
15.0%) 24696 (  18.0%) (  34,126)
1.1%) 1,758 2.9% 5,494
3.8%) 6,327 1.7% 3,315
28.9% 7,144 0% 0
0% 0 ( A%) ( 722)
242%) 39925 ( 137%) ( 26,039)
2008 2007

1.1.-30.9 1.1.-30.9

( 3,714) 688

2008 2007

1.1.-30.9 1.1.-30.9

( 124,714) 163,549
.......................................................... 9,684 9,877
0 217
........................................................ 9,684 10,094
( 0.013) 0.017

( 0.013) 0.016

30.9.2008  31.12.2007

126 81

242,123 215,283

21,622 20,963

328,618 1,190,844

592,489 1,427,171
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17. Financial assets held for trading

Financial assets held for trading are specified as follows:

Bonds and other fixed-rate securities:

| e I 0T} T (P OPSRPP

Shares and other variable-yield securities:

LISEEA SNAIES ...eeivieieiiie ettt ettt e e et e e e ab e e e e abe e e ebae e e etaeeeenbeeeenbaeeaaaeaaas

Positive balance Of dEIIVAIVES ......c..ceeiviiieriieeiiieeeiieeesreeeeieeeseaeeesereeesaeeessaeeessseeessseeesnsneeens

Total Financial assets held for trading ..........c.ccoceevievininiieniininicicee e

18. Pledged assets

Pledged assets are specified as follows:

Total pledged assets ...

30.9.2008 31.12.2007
111,856 747,101
39,875 119,818
0 2,992
39,875 122,810
101,064 186,495
252,795 1,056,406
56,890 11,488
127,365 200,435
184,255 211,923

The total financial assets that have been pledged as collateral for liabilities (including amounts reflected above) at 30

September 2008 was EUR 963 million (2007: EUR 556 million).

These transactions are conducted under terms that are usual and customary to standard lending, and securities borrowing and

lending activities, as well as requirements determined by exchanges where the bank acts as an intermediary.

19. Financial assets designated at fair value

Financial assets designated at fair value specify as follows:

LISEEA SNAIES ..eeeuiiieeiiieeeiieeetee ettt et e et e e st e et ee e sbeeeentaeeessbeeessbeaeansaeeensbeeansseaeanseeeannen

Unlisted shares ....
Listed unit shares ......

Unlisted UNit SHATES .......ooouiiriiiiiieiieie ettt ettt et e st e s be e bt e steeesbeebeesnneenseenee
LiSted DONAS ..coviiiiiiiieiiice e
Total financial assets designated at fair ValUe ...........ccoceeveeriiiiiiiiinicnieececceccee e

20. Loans to customers are specified as follows by sectors:

REAIESALE ..oieuiiieeiiie ettt ettt e et e st e e et e e et eeesnteeeessbeeesbeeesnsaeeansseeensseeennseeeanseeas

Transportation Infrastructure ...
Financial services diversified ..

Special Retail ........ccoiiiiiiiiiiiiiiiiii e
PRAIMACEULICAL ..eieeiiiiiiiieeiie ettt e et e e st e e etb e e e s beeesntaeeensbeeensseaennsaeeensaeas
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97,270 321,321
434,602 330,191
47,237 20,331
145,228 86,932
295,905 165,164
1,020,242 923,939
278,275 245,405
235,101 47,425
210,760 359,908
186,088 199,294
129,925 103,923
103,233 131,356
80,784 130,677
78,747 218,611
63,064 56,783
60,628 107,134
415,979 810,826
1,842,584 2,411,342

Amounts are in thousand of EUR
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21. Provision

The Impairment provision for credit losses has been deducted from Loans.

Changes in the provision are specified as follows: 30.9.2008 30.9.2007
Impairment provision at the beginning of the period ...............ccccooeviiiiiiinniiie 30,217 15,993
Provision for losses during the period ............ccoceevieriiinienieniiieeeeee e 122,262 11,638
Loans written off during the year as uncollectible .............ccccoceevieniniiiiinineeiiencneeecneeee ( 22,227) ( 5,930)
Release due to deconsolidation Of SUDSIAIAIY ........ccceevieriiriieiniinienieeieece e ( 4,212) 0
Translation diffETEINCE ...........eeieuiiiiiiie et et e et e e et e e eteeeeeareeeeanaeeeaaee s ( 910) ( 14)
Impairment provision at the end of the period ..............ccocoviviiiiiiiiiiiiis 125,130 21,687

22. Financial assets available-for-sale
30.9.2008 31.12.2007
Financial assets available-for-sale are specified as follows:

LISEEA SNAIES ...eouviiieiiie ettt ettt e e et e e e tbe e e e teeeeabeeeeabaeeebaeeeetbeeeenbeeeaaaeeannes 12,496 0
UNBSTEA SNATES ...oovvveiiiiiiiiiieeiiieeeeeeeeeeeeeeeeeee ettt e e e e e e e e e eeeeeeeeeeeeeeeees 2,725 4,130
UNBSEEA UNIE SHATES ...vvveeiiiiiiieiece et eeete e e e et e e e e eeaae e e e e e eeeaaaeeeeeeeeaanseeeeeens 14,133 421
LISEEA DOMAS ..eenvvieiiiiieeieeie ettt ettt ettt e et e et e e te e s tbeesbeebe e sseesbeesseessseesseesseessassseensaenes 200,658 215,522
UNBSEA DONAS ....vviiiiiieeciie ettt et ettt e e et e e e etb e e e e abeeeeabaeeeesseaeenseeeasaeeennns 79,528 118,887
Total financial assets available-for-sale ...........coccoevieriiiiieiienie e 309,540 338,960

23. Financial liabilities held for trading

Financial liabilities held for trading are specified as follows:

Trading HADIIHES .....ec.eeueeiiitieiieeeteeee ettt st ettt sbe e 22,148 5,699
DIETIVALIVES ..vvvveieieeeiieeeeee et eeee e e e e et e e e e e e e e e e e eeeaaaeeeeeeeeaaaeeeeeeeenataeeeeseensarseeeeeens 208,995 96,087
Total financial liabilities held for trading 231,143 101,786
24. Borrowings
The Bank's borrowings are specified as follows:
Loans from central bank ...t 309,718 252,178
L0ans from BankKs ..........cc.oiiiiiiiiiiiiiicciec et et e e e ebee e aaeeenns 1,384,412 1,728,910
Debt SECUTTHIES ISSUE ....cooeiiiiiiiiiiiieiieeeeeeeeeeeeeee el 399,583 1,071,568
SHOTt tEITN DOITOWINES ...c.veviiiiiiiitieiieie ittt sttt st ettt ettt 300,287 725,859
TOtAl DOITOWINES ...veviiiiiiiiieiteiteeit ettt ettt ettt ettt et sa e bt et sbe sttt eeeenesaeeae 2,394,000 3,778,515
25. Subordinated Loans
Loans that qualify as Tier II capital: Maturity
Currency date Book value
Subordinated loan - listed on the Iceland
Stock Exchange, interest 5% ...........ccceceevveneneeicneneenicnennn. ISK 1.3.2015 45,190 66,855
Subordinated loan, interest Euribor + 3% ........cccoeeevvveennnnnnnne. EUR 15.12.2018 27,089 27,083
Subordinated loan, interest Euribor + 3% ......ccccccoeveeevunnennn.n. EUR 19.4.2019 19,737 19,703
92,016 113,641
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26. Equity

a. Share capital

According to the Parent Company's Articles of Association, total share capital amounts to ISK 10,359 million. The nominal
amount of treasury shares at 31 December 2007 and at 30 September 2008 amounted to ISK 636 and 659 million
respectively. One vote is attached to each share of one ISK and the holders of ordinary shares are entitled to one vote per
share at meetings of the Bank. The Board of Directors is authorised, within its discretion, to increase the Bank’s share capital
by ISK 2,000,000,000 by issuing new shares.

b. Regulatory capital

Equity at the end of the period amounted to EUR 1,346 million, equivalent to 25,7% of total assets according to the balance
sheet. The capital adequacy ratio of the Bank, calculated in accordance to Article 84 of the Act on Financial Undertakings, is
22,5%. This ratio may not be lower than 8.0% according to that Act. The ratio is calculated as follows:

30.9.2008 31.12.2007

TOAl EQUILY ..eoveetenieiieiieteteieteceeete ettt ettt ettt ettt et ea e 1,345,663 1,568,501
Intangible assets ..... ... (498,907) ( 500,723)
Subordinated 10ANS .........ooooviiiiiiiii 92,016 113,641
TOtal OWN FUNAS ...ttt 938,772 1,181,419
Total capital requirements for:

CTEAIE TISK ettt ettt et ettt et b e e bbbt et eae s 238,243 285,687

Market risk under standardised approaches (SA) ......ccceeeervierieeniiriieneenecrceeeee e 40,081 48,473

Operational TiSK (OPT) .....coouiviiiiiiiiiiiiiiiii e 55,619 64,604
Capital TEQUITEIMENLS ......ouiruiiiiiiiriieieiere ettt ettt ettt sa ettt sttt et eae st eaeeane s 333,943 398,764
Surplus Of OWN fUNAS ....cooueiriiiiiiiiceeee et 604,829 782,655
Capital AdeqUACY TALIO ..cocveiruririiiniieriieiteete ettt ettt et st eb et e e e s e saneennees 22.5% 23.7%

Off Balance Sheet information

27. Obligations

(@ LT 111 107,527 49,894
L0AN COMMULIMIEIIS .....ccuvviiiiiiieeiiieeeteeeeetieeeeteeeeteeeeetaeeeeaeeeesaeeeesseeeesseeesnsaeeeesseeeasseeeanseeeansnens 95,887 77,321
ODbLZAtIONS tOLAL ....c..eviiiiiiieiiiieitee ettt ettt 203,414 127,215
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29. Events after the Balance Sheet date

After the Balance Sheet date a number of significant events took place in the global financial markets and in Iceland. In
particular the three largest banks in Iceland were taken over by the Icelandic Financial Supervisory Authority between 3 and
9 October. The immediate decline in the market value of these banks combined with other systemic problems also had an
adverse financial impact on many other companies in Iceland. Straumur is a counterparty to these Banks and has exposures
to a number of other Icelandic companies. Because of these events Straumur sets out in an annex to these Condensed
Consolidated Interim Statements, (pages 25 to 30), its Income Statement and its Changes in Equity for the 10 months ended
31 October 2008 and its Balance Sheet at that date.

The Bank's loss for October was EUR 151 million. Impairment losses for the month were EUR 245 million. At 31 October
2008, the Bank had total assets of EUR 4,422 million, a decrease of EUR 822 million since 30 September 2008. Total
Equity at 31 October was EUR 1,173 million and the Bank's Capital adequacy ratio at that date was 17.6%.

30. Related parties

The Bank has a related party relationship with its subsidiaries, the Board of Directors of the parent company, the managing
directors of the bank and close family members of individuals referred to herein. This definition is based on IAS 24.

At the end of September 2008, loans to related parties amounted to EUR 404 million (31 December 2007: EUR 420 million),
guarantees related to these loans amounted to EUR 28 million (31 December 2007: EUR 28 million), and ownership in
companies wherein Board members have significant influence amounted to EUR 89 million (31 December: EUR 121
million). Debts to related parties at the end of the period was EUR 71 million (31 December 2007: nil).

At the end of September 2008 as at the year end 2007, there were no personal loans or receivables to managers or Board
members.
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Annex:

Condensed Consolidated Interim Income Statement for the period
from 1 January to 31 October 2008

Net interest income
Net fee and commission income .
Dividend income
Net gain/(losses) on financial assets and

financial liabilities held for trading
Net losses on financial assets designated

at fair value through profit or loss
Net losses on financial assets available for sale
Net foreign exchange gains .........cccccvevvecerennennee
Other income
Net operating income

Administrative expenses
Impairment losses ...................
Share of profit of associates

Loss before tax
Tax income

Loss for the period
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25

2008
1.10. - 31.10.

2008
1.1.-31.10.

2,715 64,625
8,666 91,836

237 2,865
35,484 ( 13.247)

( 29,866) (72727
( 44,220) ( 44.220)
104,641 94,839
827 4,876
78,484 128,847

( 9,039) ( 101,779)
( 244,554) ( 366815)
( 34) ( 35)
( 175,143) ( 339,782)
24,550 64,475

( 150,593) ( 275307)

Amounts are in thousand of EUR
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Condensed Consolidated Interim Balance Sheet
as at 31 October 2008

31.10.2008 30.9.2008
Assets:
Cash and cash eqUIVAIENLS ..........ccoeciverierieiinenieicereee e 650,056 592,489
Financial assets held for trading .........cocccvverereiinineneinenceeseceeeeeeeene 166,952 252,795
Pledged @SSets .....ccceeririeiririeiecreee e 124,668 184,255
Financial assets designated at fair value through profit or loss ... 686,310 1,020,242
LLOAIS ..ottt ettt ettt e 1,520,676 1,842,584
Financial assets available-fOr-sale ...........cooovvviiiiiiiiiiiieeiieiieeee e eeeeaneees 200,153 309,540
INVEStMENtS 1N ASSOCIALES ...cvveeveeerieeiieereeetieeteeeteeeteeeeeeeteeereeereereeesseesseeveeeseens 7,175 7,429
Property and equipment 23,642 23,674
ASSEt NEld fOI SALE .....cceveiviiiiieeeeeeeee e 68,021 66,348
INtangible @SSELS ......ccvecveuiriiiieieiirieee e 499,018 498,907
Deferred taX ASSELS ....veevveiirieereeereeereeeeeete et eeteeeteeeteeeteeeaeereeeteeeaeereeereeeaeeeneens 57,349 32,494
ONET @SSELS ..euventeiieieteeit ettt ettt ettt ettt et e st sbe et esbe s bt et e sbesbeestesbesbeenee 417,896 413,476
Total Assets 4421916 5,244,232
Liabilities:
Financial liabilities held for trading .........c.ccccecveneneininenniinecnenceeeecees 85,787 231,143
Deposits from DANKS ......cc.coveiririiriiirierieieeere e 35,120 51,293
Deposits fTOm CUSLOMETS .........couerieieriirieieieeitetee ettt ettt st 694,935 780,707
Borrowings .........coceeeeeeee. 1,832,766 2,394,000
Subordinated loans 83,681 92,016
Current tax liability 3,655 3,618
Deferred tax Hability .......cccccooeiiiiriiiiiieteee ettt 938 945
Other HADILIEIES ....ocveivieieeeeeeeeeete ettt ettt et ettt et eeaeeae et eseeaeeaeeseaean 511,809 344,846
Total Liabilities 3,248,691 3,898,569
Equity:
Share CaPItal ......cceovueriiiiiiriieeee et 100,150 102,525
Share premium 630,177 639,136
Other reserves ( 85,203) ( 74,658)
Retained €arnings .........coeceeerierieirinieieerertete ettt 512,529 663,506
Total equity attributable to equity holders of the Parent ............ccccocvvevveccrennnen. 1,157,653 1,330,510
IMINOTILY TNEETEST ...vveviieneeeieterieieeeeesieteeeeesteeesesteseseesesseeenessesseneesessenseneesessensens 15,572 15,154
Total Equity 1,173,225 1,345,663
Total Liabilities and Equity 4,421,916 5,244,232
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Condensed Consolidated Interim Statement of Changes in Equity
for the period from 1 January to 31 October 2008

Total
share-
Share Share Other Retained holders' Minority Total

2008 capital premium reserves earnings equity interest equity
Equity as at 1.1.2008 .............. 102,777 647970 (  36,006) 843,116 1,557,857 10,644 1,568,501
Translation difference ............. ( 62,435) ( 62,435) 190 ( 62,245)
Fair value changes in

available-for-sale

financial assets .......coceeeune.... 10,200 10,200 10,200
Net earnings recognised

directly in equity ..........eeuene ( 52,235) ( 52,235) 190 (  52,045)
Loss for the period ... 281,687) ( 284,292) 6,380 ( 275,307)
Total recognised in income

StAtEmMENt ..ccovveveeeeeeeeeeenee. ( 52,235) 281,687) ( 333,923) 6,571 ( 327352)
Dividends paid ISK 0.56

per share ........c..ccceveneeneennen. 48,900) ( 48,900) ( 48,900)
Dividends paid by subsidiary . ( 1,643) ( 1,643)
Purchases and sales of

treasury Shares ...........coe.... ( 2,627) (17,793) ( 20,420) ( 20,420)
Increase due to call options .... 3,039 3,039 3,039
Equity as at 31.10.2008 ......... 100,150 630,177 (  85,203) 512,529 1,157,653 15,572 1,173,225
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Currency risk

Breakdown of assets and liabilities by currency:

31.10.2008 ISK GBP UsD DKK Other Total
Assets:
Cash and cash equivalents ............c....... 195,265 20,318 59,111 57,399 48,059 650,056
Financial assets held for trading ............ 22,547 1,391 83,945 16,922 166,952
Pledged assets ......c.coevveneeererenenienennne 69,648 3,915 23,172 17,036 10,897 124,668
Financial assets designated

at fair value through P/L ..................... 10,949 1,311 52,885 5,119 6,520 686,310
LOANS .ouviieieeeeeee e 29,497 220,498 213,120 375,593 129,093 1,520,676
Financial assets available-for-sale ......... 86,239 194 200,153
Investments in associates ..........c....o...... 7,175 7,175
Property and equipment ...........c.ccccce.... 10,243 5,821 3 900 2,391 23,642
Assets held for sale 68,021
Intangible assets .... 22,617 369 499,018
Deferred tax assets 54,716 209 57,349
Other aSSets ...c.evververereeiererieseeeeeeeenns 15,433 9,202 1,420 13,919 38,871 417,896

2,477,983 501,712 283,890 351,104 553911 253,315 4,421916

Liabilities and equity:
Financial liabilities held for

TrAding ..oovevevveerieeeeieeeeeeeeee 18,750 8,636 9,751 1 9,346 85,787
Deposits from banks .........ccccccveeeeennenene 7,680 13,033 35,120
Deposits from customers ..............coeeueee 306,356 3,220 25,613 59,620 1,075 694,935
Borrowings .........cc...... ... 1,006,036 501,389 81,129 146,538 60,115 37,558 1,832,766
Subordinated loans 36,937 83,681
Current tax liabilities .........cccoeevvvvveennnnnne 1,208 1,133 3,655
Deferred tax liabilities .........coceevveeennene 11 938
Other liabilities .........ccoceeeeveereecierienienene 124,524 34,570 60,617 33,709 511,809
Total QUILY ..ceevevvereereieieneeereeeeeieeene 1,173,225 1,173,225
Total ..o 2,839,394 995,636 128,764 181,902 180,354 95,864 4421916
Net Balance Sheet position ( 361,411) ( 493,925) 155,127 169,201 373,556 157,451
Net off/Balance Sheet position 40,995 (  86,003) 23,137 ( 64,306) 14,489
Net (liabilities)/asset position ( 289,723) ( 452,930) 69,124 192,338 309,250 171,940
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1.1. - 31.10.2008
Business segment income statement:

Net interest (expense) income

Net fee and commission income (expense)
Dividend income

Net (losses) gains on financial assets and liabilities held for trading ..............
Net (losses) gains on financial asset designated at fair value thought P/L ......
Net (losses) gains on financial asset available for sale ............cceceeccennunnnee
Net foreign exchange gains (losses)

Other operating income (expense)
Net operating inCoOme (EXPENSE) ....c.coveverrererrererirretriertriererieresseseseereseeresesseesnens
AdMINISTAtiVe EXPEINSES ...c.vevevvveieiiririieierereetestse s iereseit st sesereseese s
Impairment

Share of loss of associates
Profit/(10Ss) DELOre taX ....c.cceeerueirieirieirieiirieereeretect ettt
Income tax

Loss for the period
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Asset
Corporate Debt Capital Proprietary Manage-  Merchant Other
finance finance Markets trading ment Banking Treasury Operations Total
( 1,659) 32,600 13,994) 2,510 4,588 ( 10,643) 51,346  ( 119) 64,625
42,159 18,067 39,532 ( 2,800) 4,837 4 ( 9,959) 91,836
1,077 132 253 1,269 26 108 2,865
( 5,304) ( 21,796) 12,026 ( 39,907) ( 3) ( 29,048) 70,787 ( 13,247)
( 10,865) ( 7,845) 5 ( 65,359) 11,335 ( 72,727)
( 44,030) ( 190) ( 44,220)
52 334) 23 ( 381) 95,454 25 94,839
107 617 ( 167) 412 269 3,639 4,876
25,567 21,026 37,980 ( 39,944) 9,279 ( 147,776) 219,068 3,653 128,849
(  20,623) ( 11,042) 30,798) ( 9,602) ( 12,204) ( 1,450) ( 7,186) (  8,875) (101,779)
( 286,949) 28,726) ( 15727) ( 35413) (366,815)
( 34) ( 34)
4,944 ( 276,965) 21,545) ( 49,546) ( 2,959) ( 149,226) 196,155 ( 40,635) (339,780)
64,475
(275,307)
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Regulatory capital

Equity at the end of the period amounted to EUR 1,173 million, equivalent to 26.5% of total assets according to the balance
sheet. The capital adequacy ratio of the Bank, calculated in accordance to Article 84 of the Act on Financial Undertakings,
is 17.6%. This ratio may not be lower than 8.0% according to that Act. The ratio is calculated as follows:

31.10.2008 30.9.2008

TOLAl EQUILY ..eovetiieiieieetecet ettt b ettt ettt 1,173,225 1,345,663
Intangible assets ....... . (0 499,018) ( 498,907)
SUbOrdinated 10ANS .........ccueieuiiiiieiiceieceeee ettt ettt et et ettt e eaeeeraeeanean 83,681 92,016
TOtAl OWIL TUNAS ..ottt e e e e et e e e e e e et e e s sesnnneeeeessennneeeeeeaas 757,888 938,772
Total capital requirements for:

CTEAIL TISK vttt ettt ettt ettt ettt ettt be sttt besbenaeseebens 222,999 238,243

Market risk for debt instrument and equity under standardised approaches (SA) ............ 29,455 32,841

Market risk for foreign exchange under standardised approaches (SA) ........cccccceevueueucne. 36,234 7,240

Operational TISK (OPT) ...eueeiiiiiieieiee ettt sttt et 56,665 55,619
Capital TEQUITEIMENLS .......cuiieiiiiiieiiiicieietceetce e 345,353 333,943
Surplus of OWN fUNAS ....c.evvevieiiiniiiiee e 412,535 604,829
Capital adeqUACY TAO ......ceeivieiiiiiiiiiieec et 17.6% 22.5%
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