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Debt Issuance Programme

Under this ISK50, 000, 000, 000 Debt | sPsogrammmede) , P rloagmr dasmineen kigswelme ki d, (t h
fiLandsbankinnd) may f r om t bomdeor commercialmapdr,it $Deht Securitie® ,)denominated in any currency
agreed between the Issuer and the relevant Dealer (as defined below).

Debt Securies issued under the Programme may be issued in uncertificated and dematerialised book entry form cleared through the
Nasdaq Central Securities Depository Iceland(tife iINCSD SystemDebt Securite® an NC$Dber 8specti vely) or &
clearingsystem as decided by the Issuegéther théilvVS System Debt Securitie® )Bonds issued under the Programme raiap

be i ssued iBeardrBoad®er ofro rrne g(iRegisteredBdnde YoommerdiafiPapessued under the Programme

will only be issued in uncertificated book entry form cleared througN@®@Dor any other clearing system as decided by the Issuer.

The maximum aggregate nominal amount of all Debt Securities from time to time outstandintherlfrogramme will not exceed
ISK 50,000,000,000 (or its equivalence in other currencies calculated as described herein), subject to increase as dencribed herei
The Debt Securities may be issued on a continuing basis to one or more of the Dedferd spéer the sectio®verview of the

Progammeand any additional Deal er appointed undeDealdnh ea nRdr ot gorgaentninee rf
t hPealér® ), which appointment may be f orferencesipthicBaseiPmspéctsisstutke or on
firelevant Dealed s hal | | in the case of an issue of Debt Securities bei

to all Dealers agreeing to subscribe to such Debt Securities.

An investment in DebSecurities issued under the Programme involves certain Pigkspective investors should refer to the factors
described in the section entitl&isk Factorsn this Base Prospectus for a discussion of risk factors to be considered in connection
with aninvestment in the Debt Securities.

This Base Prospectulated15 June2020( t IBase FArospectus) has been approved by the FSA as
Regul ati on E UPra@spettds/Régll&ti® )( twhhei cih has been ilawvwithAAotdlo 142620 (hat o | cel ;
fiAct on Prospectus for Public Offering or Admission to Trading on a Regulated Markeét ) . The FSA only approv:e
Prospectus as meeting the standards of completeness, comprehensibility and consistency imposed txy Regsgetion. Approval

by the FSA should not be considered as an endorsement of the Issuer or of the qualiebf Bexuritieshat is the subject of this

Base Prospectus. Investors should make their own assessment as to the suitability of imtesebt Securities

Applications may be made for new seriedDebt Securitiesissued under the Programme to be admitted to trading on a regulated

mar ket for the purposeBiFIDd) Divhiech i vas 200 d i 3n@ubhENEAchenmBezerifiesi n | c e |
Transacti ons, Atboon Setubit®s TPafs@cfiond )t h&andi Act on Stock Exchanges No. 1
of Directive 2014/65/ EU on M&bKé) s whi Ehnwhdidtodcelenticlanohteeme nt 8 ( t
MiFID Il Implementation Date .

An application will be submitted tNASDAQ | ¢ e | a MNdsddg fcelandd i f or Debt Securities issued u
admitted to trading on the regulated market of Nasdaq Icdiamithepurposes of MiFID. The Issuer may list the Debt Securities on

additional marketsThe Programme also provides that the Issuer may issue Debt Securities that will not be admitted to trading on any
market.

Notice of the aggregate nominal amount of Debt Securities, interest (if any) payable in respect of the Debt Secig#igsptivei

of the Debt Securities and any other terms and conditions not contained herein which are applicable to each Tdeficke i@s
the sectiorTerms and Conditions of the Debt Secur)tiesDebt Securities will be set out in thieal terms( t Himal Termso ,)
which for the purposes of that Tranche only, completesetines andtonditions of the Debt Securities issued emthe Programme

( t Hrermsfiand Condition® a @aditiéinsd). Final Termswith respect to Debt Securities admitted to trading on a regulated
market will be publisheco n  t he | s svavev.fafdsbankiend si t e,

MIFID Il PRODUCT GOVERNANCE / TARGET MARKET 1 As of MiFID Il Implementation Date , the Final Terms in respect of any

Debt Securitees nd any drawdown pr ospect M#IDmBrpdudt Governandée wah il cehg ewidl e notuttlliende f
market assessment in respect of Erebt Securitiegind which channels for distribution of tBebt Securitiegre appropriate. Any person

subsequently offering, selling or recommending Bebt Securitie adistfibutor 0 )should take into consideration the target market

assessment; however, a distributor subject to MiFID Il is responsible for undertaking its own target market assesspeehbinthe®ebt

Securitiegby either adopting or refining the target market sssent) and determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the MiFID Product Governammeruigs u

Del egat ed Di r e cMiRID/Peodizt@Govérhabce BRulegot) h e ainy De al er DebtiBécaritietsialmannfgctureror any
in respect of sucbebt Securitiesbut otherwise neither the Arranger nor the Dealers nor any of their respective affiliates will be a manufacturer

for the purpose of the MiFID ProduGovernance Rules.

PROHIBITION OF SALES TO EEA AND UK RETAIL INVESTORS i The Debt Securitiesire not intended to be offered, sold or

otherwise made available to and, with effect from such date, should not be offered, sold or otherwise made avajlabtaitonaestor in

the EEA or the UK. For these purposes, a retail investor means a person who is one (or more) of: (i) a retail clieed asigfin(11) of

Article 4(1) of MIFID II; (i) a customer within the meaning of Directive (EU) 2016/97dame nded or s unpueance e d e d , t he
Distribution Directive6 ) , wher e that customer would not qualify as a professi ol
or (i) not a qualified investor as defined the Prospectus Regulatiorsequently, no key information document required by Regulation (EU)

No 1286/ PRIP4Refutatio® )i f or o f f e rDelt $ecudtiesr stleeiwisa nmakjng théneavailable to retail investors in

the EEA or in the UK has been prepared and=floee offering or selling thBebt Securitie®r otherwise making them available to any retail

investor in the EEA or in the UK may be unlawful under the PRIIPs Regulation.


http://www.landsbankinn.is/

The Debt Securities have not been and will not be registered under the U.8. Seces Ac t of 1 9US JBecurites amended
Acto) and are subject to U.S. tax | aw requirements. Sarbject to
delivered within the United States or to a U.S. pefserSelling Restritons). Interests in a Temporary Bearer Global Bond will be
exchangeable, in whole or in part, for interests in a Permanent Bearer Global Bond on or after the Exchange Date ifathdefined
sectionTerms and Conditions of the Debt Securjtieponcertification as to not).S. beneficial ownership. Until the expiration of

40 days after the later of the commencement of the offering of Registered Bonds and the issue date thereof, bensf&ial éntere

Global Certificate may be held only through &tlear or Clearstream.

The Issuer may decide that Debt Securities may be issued in a form not contemplated by the Terms and Conditions of the Debt
Securities described herein, in which event, a supplement to the Base Pro$mggitepriate will be madeavailable which will
describe the effect of the agreement reached in relation to such Debt Securities.

Landsbankinn hf.
The date of the Base Prospectus i5 June 2020



This Base Prospectuai#d15June202Q constitutess base prospectus for the purposes of Ar8déRegulation
(EV) 2017/112%f the European Parliament and of the Council4flune 201,7as amendefl it he Pr ospect
Regul ati ono)

This Base Prospectus and copies of Final Terms relating to the Debiti€gevhich are admitted to trading on

a regulated market will be available on the website of the Issuer, www.landsbankie&ors can request

printed copies of the Base Prospecfuse of chargeatt he | ssuer 6s registlkibbd of fic
Reykjavik, Iceland.

This Base Prospectus has been prepared to provide clear and thorough information on the Issuer. Investors are
encouraged to acquaint themselves thoroughly with this Base Prospectus. They are advised to pay particular
attention tathe section entitledRisk Factors This Base Prospectus should by no means be viewed or construed

as a promise by the Issuer or other parties of future success either in operations or return on investments. Investors
are eminded that investing in securities entails risk, as the decision to invest is based on expectations and not
promi ses. I nvestors must rely primarily on their own
securities, bearing in minghter alia, the business environment in which it operates in, anticipated profits, external
conditions and the risk inherent in the investment itself. Prospective investors are advised to contact experts, such
as licensed financial institutions, to assist thetmeir assessment of tBebt Scuritiesas an investment option.
Investors are advised to consider their legal status, including taxation issues that may concern the purchase or sale
of theDebt Scurities and seek external and independent advitatimespect.

Neither this Base Prospectus nor any other information supplied in connection with the Programme or any Debt
Securities (i) is intended to provide the basis of any credit or other evaluation or (ii) should be considered as a
recommendation byhe Issuerthat any recipient of this Base Prospectus or any other information supplied in
connection with the Programme or any Debt Securiibsuld purchase any Debt Securities. Each investor
contemplating purchasing any Debt Securities should ntakawin independent investigation of the financial
condition and affairs, and its own appraisal of the creditworthiness of the Issuer. Neither the Base Prospectus nor
any other information supplied in connection with the Programme or the issue of anyeDeiitics constitutes

an offer or invitation by or on behalf of the Issuer to any person to subscribe for or to purchase any Debt Securities.

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any DelgsSecuriti

in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction. The
distribution of this Base Prospectus and the offer or sale of Debt Securities may be restricted by law in certain
jurisdictions. The lager does not represent that this Base Prospectus may be lawfully distributed, or that any Debt
Securities may be lawfully offered, in compliance with any applicable registration or other requirements in any
such jurisdiction, or pursuant to an exemptionilable thereunder, or assume any responsibility for facilitating

any such distribution or offering. In particular, no action has been taken by the Issuer which would permit a public
offering of any Debt Securities or distribution of this Base Prospeatanyi jurisdiction where action for that
purpose is required. Accordingly, no Debt Securities may be offered or sold, directly or indirectly, and neither
this Base Prospectus nor any advertisement or other offering material may be distributed or puabésiged
jurisdiction, except under circumstances that will result in compliance with any applicable laws and regulations.
Persons into whose possession this Base Prospectus or any Debt Securities may come must inform themselves
about, and observe any sudstrictions on the distribution of this Base Prospectus and the offering and sale of
Debt Securities. The Issuer accepts no liability to any person in relation to the distribution of this Base Prospectus
in any jurisdictionln particular, there are resttions on the distribution of this Base Prospectus and the offer or
sale of Debt Securities in the United Statesgher o p e an E ¢ o n BEAD JUnitdd Kingdonf, Hdng i
Kong, Singaporeand JaparSee chapter Selling Restrictions.

The Debt Securitiebave not been and will not be registered under the Securities Act or with any securities
regulatory authority of any state or other jurisdiction of the United States and the Debt Securities may include
BearerBonds that are subject to U.S. tax law requieais. Subject to certain exceptions, the Debt Securities may
not be offered or sold or, in the case of Bearer Bonds, delivered within the United States or to, or for the account
of benefit of, U.S. persons (as defined in Regulations S under the SeducitieRedulations & ) ) .



The Debt Securities are being offered and sold outside the United States-td.Nopersons in reliance on
Regulations S. For a description of these and certain further restrictions on offers, sales and transfers of bonds
and distibution of this Base Prospectus see chapter Selling Restrictions.

The Debt Securities have not been approved or disapproved by the U.S. Securities and Exchange Commission,
any state securities commission in the United States or any other U.S. regalatooyity, nor has any of the
foregoing authorities passed upon or endorsed the merits of the offering of Debt Securities or the accuracy or the
adequacy of this Base Prospectus. Any representation to the contrary is a criminal offence in the United States

Singapore SFA Protiacttco@hassi bhcatit®'n:Section 309B of
(Chapter 289) ARFARIidn gtahpeo rSee c(utrhiet i es and Futures (Capi
2018 of SinddgRApRe pu2ddBieohsess ot herwise spebf fSedubiefioe
the I ssuer has determined, and hereby notifies all r
t hatDetbhe Seacdenrietsices bed capidt adi rmadr kient st hper oGIMIFC tRse gul at |
Excluded I nvest ment ProductNsl 2(:asNodeifcien eodn itrh eMASS | Neo toifc
and MAS Natlibce NWAA ce on Recommendations on | nvestmen

This Base Prospectus may be pasgghin accordance with the provisions of the Prospd&dgsilationinto other
jurisdictions within the EEA.

No person is or has been authorised by the Issuer to give any information or to make any representation of
information not contained in or nebnsistent with this Base Prospectus or any other information supplied in
connection with the Programme or the Debt Securities and, if given or made, such information or representation
must not be relied upon as having been authorised by the Issuer.

Neithe the delivery of this Base Prospectus nor the offering, sale or delivery of any Debt Securities shall in any
circumstances imply that the information contained herein concerning the Issuer is correct at any time subsequent
to the date hereof or that anther information supplied in connection with the Programme is correct as of any
time subsequent to the date indicated in the document containing the same.

The language of this Base Prospectus is English. Certain legislative references and technicaledyeentcited

in their original language in order that the correct technical meaning may be ascribed to them under the applicable
law. Capitalised terms used in this Base Prospectus have been defineskeittith erms and Conditionsf the

Debt Securities 1. Definitions in thesectionimportant Informatiors Abbreviations and definitiores throughout

this BaseProspectus.

The Debt Securities may not be a suitable investment for all investors

Eachpotential investor in the Debt Securities must determine the suitability of that investment in light of its own
circumstances. In particular, each potential investoulsh

1 Have sufficient knowledge and experience to make a meaningful evaluation of the Debt Securities, the merits
and risks of investing in the Debt Securities and the information contained or incorporated by reference in this
Base Prospectus or any applite supplement;

1 have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
financial situation, an investment in the Debt Securities and the impact the Debt Securities will have on its
overall investment grtfolio;

1 have sufficient financial resources and liquidity to bear all of the risks of an investment in the Debt Securities,
including Debt Securities with principal or interest payable in one or more currencies, or where the currency
for principaloriner est payments is different from the potenti

1 understand thoroughly the terms of the Debt Securities and be familiar with the behaviour of any relevant
indices and financial markets; and



i1 be able to evaluate (either alone or with biedp of a financial adviser) possible scenarios for legislative,
economic, interest rate and other factors that may affect its investment and its ability to bear the applicable
risks.
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OVERVIEW OF THE PROG RAMME

The foll owing

the Final TermsThis Overview constitutes a general description of the Programme for the purposes oPBrticle

i sOvarviewdo ) edndviervsewull dhleefiread in
Prospectusany supplements therefocluding any information incorporated by reference, and read together with

(1) of CommissiorDelegatedRegulation (EJ) No.2019/980 (théelegated Regulatior).

Words and expressions defined in the seclierms and Conditions 1. Definitions in the sectioimportant
Information- Abbreviations and defitions or throughout this Base Prospectus shall have the same meanings in

this Overview.
Description:
1. THE PARTIES

Issuer:

Legal Entity
Website!:
Arranger:

Dealers:

NCSD Agent:

Fiscal and Transfer Agent:

2. KEY FEATURES

Risk Factors:

Ldent i

ISK 50,000,000,00@ebt Issuance Programme.

Landsbankinn hf.Reg. No. 471008280, registered office a
Austurstreeti 11, 15Reykjavik, Iceland.

The Issuer operates pursuant to the provisions of the Ac
Financial Undertakings, No. 161/2002, the Act on Public Limi
Companies, No. 2/1995 and the Act on the Authority for Treas
Disbursements due to Unusual Financial Markiec@nstances
etc., No. 125/2008.

The Issuer is a leading Icelandic financial institution with tc
assets of ISKL,426billion at yearend 2A9. The Issuer offers ¢
full range of financial services in the Icelandic financial serv
sector with a totalfa37 branches and outlets across the countr

549300TLZPT6JELDWM92

https://www.landsbankinn.is/

Landsbankinn hf., or any successor arranger appointaachas

Landsbankinn hf., or any successor or additional dealer appo
as such.

Landsbankinn hf., or any successor agent appointed as such

Landsbankinn hf., or any successor agent appointed as such

There are certain factors t
fulfil its obligations under Debt Securities issued under

Programme. These are set out in the seddimk Factorsand

include the exposure of the Issuer to credit risk, market 1
operational risk and liquidity risk. In addition, there are cert
factors which are material for the purpose of assessing the m
risks associated with Debt Securities issued under the Progra
These are also set out in the sectiRisk Factorsand include

! The information on the websitdgbes not form part of the Base Prospecheside the information which is
incorporated by reference into the Base Prospectus
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Certain Restrictions:

certain risks relating to the structure of particular Series of L
Securities and certain market risks.

The offer or sale ofhe Debt Securities may be restricted by le
in certain jurisdictionsThere are restrictions on the distributic
of this Base Prospectus and the offer or sale of Debt Securiti
the United States, the EEAJnited Kingdom, Hong Kong,
Singaporend JaparSeeSelling Restrictiondersons into whose¢
possession this Base Prospectus or any Debt Securitiesomay
must inform themselves about, and observe any such restric
on the distribution of this Base Prospectuas ¢he offering and
sale of the Debt Securities.

The Issuer does not represent that this Base Prospectus m
lawfully distributed, or that any Debt Securities may be lawft
offered, in compliance with any applicable registration or ot
requirementsn any such jurisdiction.

Debt Securities in bearer form will be issued in compliance v
U.S. Treasury Regulations §1.16&)(2)(i)(D) (or any successo
rules in substantially the same form that are applicable
purposes of Section 4701 of The Unitethtes Internal Revenu
Code of 1986, Cadsd ) nfRADD] (Utn
(i) the applicable Final Terms state that Debt Securities are is
in compliance with U.S. Treasury Regulations §1-1¢
5(c)(2)(i)(C) (or any successor rules in substdiytthe same form
that are applicable for purposes of Section 4701 of the Code)
ATEFRACO) ; or (ii) the Debt S
compliance with TEFRA D or TEFRA C but in circumstances
which the Debt Securities will not constitiiter e gi st r at
obligationsd wunder t he Uni
Responsibilit®FRAG)Y, oWwhiloOmB 2c
will be referred to in the applicable Final Terms as a transac
to which TEFRA is not applicable.

The Central Bank of Iceland published the Rules on Spe
reserve requirements for new foreign currency inflows
accordance with the Temporary Provision of the Fore
Exchange Act, no. 87/1992 (as amended). The main purpo:
this instrument, a capitdow management measure, is to temg
inflows of foreign currency and to affect the composition of st
inflows. The Rules contain provisions on the implementatior
special reserve requirements for new foreign currency inflc
including the special serve base, holding period, special rese
ratio, settlement currency, and interest rates on dej
institutionsd <capital flow

Iceland. The special reserve base is defined as new inflow
foreign currency in connectiowith specified types of capital
particularly to include new investment in electronically registe
bonds and bills, and deposits.



Programme Size:

Status of theDebt Securities:

Status of the Unsubordinated Debt

Securities

Status of theSubordinated Bonds

Point of Non-Viability Loss Absorption:

Terms of the Debt Securities:

Currencies:

Issue Price:

Denomination of Debt Securities:

The maximum aggregate nominal amount of all Debt Secur
from time to time outstanding under the Rangme will not
exceed $K 50,000,000,00@or its equivalent in other currencjes
outstandingat any time.The Issuer may increase the size of 1
Programme. Such an increase is subject to an authorisation t
|l ssuer6s Board of Directors

The Debt Securitiesmay be issued on amnsubordinated
( Bnsubordinated Debt Securitie® ) or a subordinated
( $ubordinatedBond® ) basi s, as descr
3.2 respectively, and as specified in the applicable Final Tern

The Unsubordinated Debt Securitiese direct,unconditional,
unsubordinated and unsecured obligation of the Issuer and
pari passuamong themselves and (save for certain obligati
required to be preferdeby law) equally with all other unsecure
obligation (other than subordinated obligation, if any) of i
Issuer, from time to time outstanding.

Theubordi natwid | Bocnodnsst i t ut e
unsecur ed oMl sitsguaetdi avn | | atpaa
paswiu hout any preference ar
In the event of the liquidation or insolvency (in Icelandii:eda
gjaldprot) of the Issuer, the rights of tiiebt Security Holder®
payments on or in respt of the SubordinateBlondsshall rank

(1) pari wiashsowwt preference

(i) pari wiashsuresent or fu
of Parity Securities;

(iii) in priority to any pre
respect of Junior Secu

(iv) juniaonmy tpresent or futu
Senior Creditors

I f aViNomi | ity Event occurs

Date and prior to the date

Absorption Regiethd ebecom in
Securities, the Prev®ebitn@e
may be -DMrwnttlewnw the | ssuer
Condition 8.

The terms of the Debt Securities will be set ouhim Terms and
Conditions of the Debt Securities, as completed by the applic
Final Terms.

The Debt Securities may be denominated in, subject to
applicable legal or regulatory restrictions, any currency agt
between the Issuer and ttedevant Dealer.

Debt Securities may be issued on a fydgid basis and at dasue
Price which is at par or at a discount to, or premaurar, par.

The Debt Securities will be issued in such denominations as
be agreed between the Issuer and the relevant Dealer save tl
minimum denomination of each Debt Security will be st



Maturities:

Form of Debt Securities:

Interest:

Inflation Linked Annuity Bonds:

Inflation  Linked Equal Principal
Payment Bonds

amount as may be allowed or required from time to time by
relevart central bank (or equivalent body) or any laws
regulations applicable to the relevant Specified Currency,
save that the minimum denomination of each Debt Sect
admitted to trading on a regulated market within the EEA
offered to the public im Member State of the EE&and UKin
circumstances which require the publication of a prospectus u
the ProspectuRegulationwill be EUR 100,000 (or if the Deb
Securities are denominated in a currency other than euro
equivalent amount in such carncy).

The Debt Securities will have such maturities as may be ag
between the Issuer and the relevant Dealer, subject to

minimum or maximum maturities as may be allowed or requi
from time to time by the relevant central bank (arieglent body)
or any laws or regulations applicable to the Issuer or the rele
Specified CurrencyDebt Securities in the form @ommercial

Paperwill have a maximum final maturity of 13 months whe
issued.

The Debt Securitie will be issued either (in bearer form(ii)
registered form ofiii) in the case of VS System Debt Securitie
in uncertificated book entry forjras specified in the applicabl
Final Terms

The Debt Securities may take the form of an Inflation Link
Annuity Bond, an Inflation Linked Equal Principal Payment Bo
(including a Bond with one payment of principal on Maturi
Datg, a Fixed Rate Bond, a Floating Rate Boad Instalment
Bond, a Zero Coupon BondCammmercial Papear a combination
of the fregoing, depending upon the interest basis

redemption/payment basis shown in the applicable Final Terr

Debt Securities may take the form of Inflation Linked Annu
Bonds, Inflation Linked Equal Principal Payment Bonds, Fi»
Rate Bonds,Floating Rate Bonds, Zero Coupon Bonds &
Commercial Paper (that do not bear interest).

Interest periods, rates of interest and the terms of and/or am
payable on redemption may differ depending on the C
Securities being issued and such terms hbéllspecified in the
applicable Final Terms.

Inflation Linked Annuity Bonds pay an Annuity Amount on su
date or dates as decided by the Issuer and set out in the
Terms. Calculation of Principal Payments, InteR&syments and
Index Ratio are as set out in thimal Terms.

Inflation Linked Equal Principal Payment Bonds pay an Eq
Payment Amount on such date or dates as decided by the |
and seout in the Finalferms. Calculation of Principal Payment
Interest Payments, Principal Amount Outstanding and Index F
are as set out in tHénal Terms.



Fixed Rate Bonds:

Floating Rate Bonds:

Instalment Bonds:

Zero Coupon Bonds:

Commercial Paper:

Redemption:

Redenomination:

Fixed interest will be payable on such date or dates as me
agreed between the Issuer and tedevant Dealer and or
redemption and will be calculated on the basis of such Day C
Fraction as may be agreed between the Issuer and the rel
Dealer.

Floating Rate Bonds will bear interest at a rate determined:

(a) onthe samébasis as the floating rate under a notional inte!
rate swap transaction in the relevant Specified Curre
governed by an agreement incorporating the 2006 IS
Definitions (as published by ISDA and as amended
updated as at the Issue Date of the firanche of the Bonds
of the relevant Series); or

(b) on the basis of thReferenceRate set out in the applicabl
Final Terms.

The margin (if any) relating to such floating rate will be agre
between the Issuer and the relevant Dealer for each Seri
Floating Rate Bonds.

Floating Rate Bonds may also havlaximumRate of hterest,
aMinimum Rate of hterest or both.

Interest on Floating Rate Bonds in respect of each Interest Pe
as agreed prior to issue by the Issuer and the relevant Dealel
be payable on such Interest Payment Dates, and will be calcL
on the basis of such Day Count Fraction, as may heeédg
between the Issuer and the relevant Dealer.

Instalment Bonds will be redeemed in Instalment Amounts an
the Instalment Dates specified in the applicable Final Terms.

Zero Coupon Bonds will be offered and satda discount to theit
nominal amount and will not bear interest.

Commercial Papemay be issued at a discount to their nomil
amount and will not bear intere€@ommercial Papewill have a
maximum final maturity of 13 months when issued.

The applicable Final Terms will indicate either that the relev
Debt Securities cannot be redeemed prior to their stated mal
(other than for taxation reasons or followingEarent of Default)
or that such Debt Securities will be redeemable at the option ¢
Issuer and/or the Debt Security Holders. The terms of any !
redemption, including notice periods, any relevant conditions
relevant redemption dates and pricesl Ww# indicated in the
applicable Final Terms.

Where redenomination is specified in the applicable Final Te
as being applicable, the Issuer may redenominate the

Securities in any Specified Currency. The relevant provisi
applicabé to such redenomination are in Condition

(Redenomination)



Benchmark Discontinuation:

Distribution:

Listing:

Rating:

Use of Proceeds:

Clearing systems:

Taxation:

In the case of Floating RaBonds if the Issuer determines that
Benchmark Event has occurred, the Issuer may, acting in ¢
faith, in a commercially reasonable manner and by referenc
such sources as it deems appropriate (which shall inc
consultation with an Independent Advisdetermine that (i) the
relevant benchmark or screen rate may be replaced by a Suct
Rate or (ii) if there is no Successor Rate but the Issuer deterr
there is an Alternative Rate, such Alternative Rate. An Adjustn
Spread may also be applied the Successor Rate or tt
Alternative Rate (as the case may be), together with

Benchmark Amendments (which shall be determined by
Issuer, acting in good faith, in a commercially reasonable ma
and by reference to such sources as it deems apmprhich

shall include consultation with an Independent Adviser). Thi
further described iondition 58 (Benchmark Discontinuation).

The Debt Securities may be distributed by way of private or pu
placement and in eh case on ayndicated or nosyndicated
basis.

An application will be submitted to Nasdaqg Iceland for De
Securities issued under the Programme to be admitted to trz
on the main market of Nasdaq Iceland, the regulated marki
Nasdaq Iceland, for theurposes of MiFID. The Issuer may lis
the Debt Securities on additional regulated markets.
Programme also provides that the Issuer may issue Debt Sect
that will not be admitted to trading on any market.

The applicable Final Terms will state whet or not the relevan
Debt Securigs are to be listed and/or admitted to trading anc
so, on which stock exchanges and/or markets.

Series of Debt Securities issued under the Programme me
rated or unrated and this will be stated in #pplicable Final
Terms. If a Series of Debt Securities is rated, the name of the ¢
agency, the rating and a brief explanation of the meaning of
rating will be disclosed in the applicable Final Terms. A secu
rating is not a recommendation toybsell or hold securities ant
may be subject to suspension, reduction or withdrawal at any
by the assigning rating agency.

The net proceeds of each issue of Debt Securities issued und
programme will be for general funding poges of the Issuer o
other if stated in the Final Terms.

Debt Securities issued under the Programme will be cle
through theNCSD, Euroclear, Clearstream and/or any ott
clearing system as specified in the Final Terms.

All payments in respect of the Debt Securities will be mi
without deduction for or on account of withholding taxes impo:
by any Tax Jurisdiction as provided in Condit®(Taxation). In

the event that any such deduction is made, the Issuer will, sa



Events of Default:

Governing law:

certain limited circumstances provided in ConditofTaxation),
be required to pay additional amounts to cover the amount
deducted.

The Debt Securities contain Events of Default provisions
provided for in Condition 1 (Eventsof Default) entitling Debt
Security Holders to demand redemption by the Issuer if on
more of the events described in Conditidn(Events of Default)
will occur and be continuing.

The Debt Securities, the Coupons and the Talons (other
NCSD System Debt Securities) and any fmmtractual
obligations arising out of or in connection with them are gover
by, and shall be construed in accordance with, English Tae.
NCSDSystenmDebt Securities will be governed by, and constrt
in accordance with Icelandic law.
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RISK FACTORS

The following factors may affect the ability of Landsbankinn hf., Reg. No. 4700688, Austurstreeti 11, 155

Reykj av?k, Issuerte | abadtisb@nkirmee) fit o f ul f i | its obligations wur
under the Programme. Most of these factors are contingencies which may or may not occur and the Issuer is not

in a position to express a view on the likelihood of any such contiggmueirring. Factors which are material

for the purpose of assessing the market risks associated with Debt Securities issued under the Programme are also
described below.

The Issuer believes that the factors described below represent the principalhésksitiin investing in Debt
Securities issued under the Programme, but the inability of the Issuer to pay interest, principal or other amounts
on or in connection with any Debt Securities may occur for other reasons which may not be considered significant
risks by the Issuer based on information currently available to it or which it may not currently be able to anticipate.
Prospective investors should also read the detailed information setather sectionén this Base Prospectus

and draw their own carfusions prior to making any investment decision.

RISKS RELATING TO TH E ISSUER, INCLUDING ITS BUSINESS AND THE ABILITY OF
THE ISSUER TO FULFIL ITS OBLIGATIONS UND ER THE DEBT ISSUANCE
PROGRAMME

The | ssuer is subject toetbw thak aayg bhmtiemd ad hap erbd td

and financiAal acoerdutitons$. i 1 ssibesexpesedctta va tv &rsi, etty
significant of which are creditl  riiskk. mRhaiklear e its&, c o]
could result in matlesrsimebuadwesse éffhaots adbncomei ti on

Economic and financial market risk

The | ssuerds financi al r e s uletosomi and ottei bgsmés$ dordiiomg in y a f f
Iceland and globally

These conditions include changing economic cycles that affect demand for investméankind products.

These cycles are also influenced by global political events, such as terrorisbaesdwther hostilities, as well

as by markespecific events, such as shifts in consumer confidence and consumer spending, the rate of
unemployment, industrial output, labour or social unrest and political uncertainty

Thelssuebs business acti vit i edankirgffirancel aamgpfi@andaeserviceorequirechbg | e v e
its customers. In particuldevels of borrowing depend on customer confidence, employment trends, state of the
economy and market interest ratesathetime.The current environment is characterisedadgw interest rate
environmenwhich results in interestarning assets generatabpwer yield upon borrowing and refinancing and

securities held also generatiafpwer level of interest income coraped tocanenvironment characterised by high

interest levels

As thelssuercurrently conducts most of its business in Iceland, its performance is influenced by the level and
cyclical nature of business activity in Iceland, which is in turn affected by @omestic and international
economic and political events. There can be no assurance that a weakening in the Icelandic economy will not have
a material effectonthesued s f ut ure financi al resul ts.

In addition, market perceptions and reports regarttiegicelandic economy or its performance may influence
general economic and business conditions in Iceland due to the small size of the Icelandic economy. These

perceptions and reports may have an adverse effectdastied s busi nes s, néand ralttsofi al cor
operations.
Thelssuebs r et ai | baamkingbusiness may beaaffeeted during recessionary conditions, as there may

be less demand for loan products or certain customers may face financial problemdsmetitmay experience
higher loan defaults. The impact of the economy and business climate on the credit quality of borrowers and
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counterparties can affect the recoverability of loans and amounts due from counterparties. Interest rate increases
may also impact the demand for maggs and other loan products and credit quality. IS s | nvest ment
banking securities trading, asset management and pideatkingservices, as well as its investments in, and sales

of products linked to, financial assets, will be affected by sé¥actors, such as the liquidity of global financial

markets, the level and volatility of equity prices and interest rates, investor sentiment, inflation and the availability

and cost of credit, which are related to the economic cycle. These conditiphawesamaterialadverse effect
onthelssuebs business, financial condition and results of

The Issueroperates in a market which has changed rapidly in recent years, with increased comfretition

Icelandic or foreigrbanks which can incease downward pressure on interest rate margiimsl s s un&in 6 s
competitors arédrion Bankh f .Arioff Banko ) ¢ Isahkahnf d.islan@dgbankio ) Bank hkfa.Kvika i

Banko ,) Icelandic pension fundand the Icelandic Housing Financing Fum¢hich mergd with the Iceland

Construction Authorityi¢e. Mannvirkjastofnunand officially became the Housing and Construction Authority

( HCAOQ ) . S e e Martket Pahtieipantsi Tinerefiis always a risk of new entrants to the market, foreign or
domestic, or for smaller competitors to merge and increase their strength. Such competition could develop in
individual market sectors, or in the market as a wisge furthem fiCompetitiord). Thelssuethas a high market

share, which it intends to maintain. Ttesuermakes every effort to ensure that its product range, service and

prices are competitiveyhile not disregarding its financial objectivasd must constantly monitor its competitors

and their offerings. However, there is always a risk thatdfigercould lose its competitive edge and that new
products could fail to meet the demands otheabdve mar ke
could undermine thissued s i nc o me g e ner amatérialatdveseaneffectomtiiesubfasy eb uas i ne s s,
financial condition and results of operations.

I n addition, |l celanddbs economy r emai masfactorsiduchagtlzeb| e t o
withdrawal of the United Kingdom from the Ethe Coronavirusl i s e a sCOVID 1% pandemidn 2020

and instability or deterioration of the international financial markets. These factors could have a material adverse
effect on he Icelandic economy. Although the financial sector in Iceland is mostly funded by domestic deposits,

a global recession is |likely to affect demand and the
and aluminium exports.

Although ecoromic growth hasheen robusin recent years, théssueris vulnerable to a range of economic
risks that face the Icelandibanking system

In early October 2008, the Icelandic economy experienced a sdréndng crisis when the three large
commercialbanks Glitnir banki hf. Landdankiislands hf. and KaupthinBankh f . (t odiereelOelr t he i
Bankso ) , were taken into special resolution regimes on
Treasury Disbursements due to Unusual Financial MarkeCi r c u ms t aBEmergesicy Acb 9 . p@tsise di by
the Icelandic Parliament. Since then, the Icelandic economy and the financial system have taken a number of steps
forward (see furtheiin fiThe Icelandic Econondy.

Economic growthwas quite robust compared to other developed counttigéhg the period 2013018, but

slowed down significantly in 2019, following events in tharine sector (no quota was issued for capalial)in

the tourism sectofthe airlineAWOW aird ceased operations in March 204@din 2020 due tdhe COVID-19
pandemic) According to the Central Bank of Iceland macroeconomic forecast, published in the May issue of
Monetary Bulletin, the outlook is for an 8 per cent. contraction in GDP i0.20% predominant factor underlying

this forecast is a more than 80 per cent. decline in tourist visits to Iceland. The outlook is for a steep rise in
unemployment, which appears set to reach 12 per cent. in the third quarter of 2020 and measure §ugeunde
cent. for the year as a whole. According to the Central Bank forecast, economic activity will gradually normalise
starting in second half of the year 2020. GDP growth is forecast at nearly 5 per cent. in 2021. Uncertainty is
unusually pronouncedplvever, and economic developments will depend on the path the pandemic takes and the
progress made in unwinding the associated public health measures.
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The CentraBank of | €entrah Badko publishes a Rinancial Stability Report {@innually.In the

October 2019 Financial Stability Report, the Central Bank concluded that the economic uncertainty increased in
recent monthsThe 2020 Financial Stability Report was scheduled to be published on 7 April 2020, but it has now
been delayed The threekey domestic risks highlighted are, as in the previous report tourdsiaential real

estate andommercial real eate. After several years of dould@it growth tourist numberkave decreased in

2019 from the previous yedf the contraction in theector continues, it is likely to result in increased default and
loan losses in the financial system, which could negatively impact the,Isseediurther in the section entitled
fiLoan Portfolidd. Additionally, newly castructed residential properties have been selling more slowly than
before.Tourist numbers aralsodown, as are sheterm private rentals, and population growth is expected to
ease in the next few yeafidiese factors could push residential housingggraownwards causing leverage ratios

to rise as well as the probability of loan losses. Regarding commercial real estate, the outlook is for the supply of
hotels to rise much more than the supply of other commercial property in the next several yeavris. Sdrae

risk of a glut of supply, with the associated falling prices, buif get, in the view of the Central Bank, this risk

is limited primarily to hotels and guesthouses

In the most recent | ntlMFoOn a tAirdn allatd SafeREoed@canmber ( t he A
2019, the IMF stated that a decline in tourism had caused a rapid deceleration in growth but already deployed
policy measures should support a gradual recovery. However, risks to this outlook are tilted to the downside.
Among the risks highlighted in the report aegative spilovers from global riskand further worsening tourism
activity. On the filisirgbytheriln asn dieal | AcctFiaAdiédedudiierefyor c e (
fiFai l ure to manage compliance r i s ko),caldhegativelylaffect sel y a
corresponding banking relationships atiebss the financial system and international payments.

In addition, the ©VID-19 pandemic has dampened economic activity and eroded financial conditions worldwide,
andthere is significant and growing uncertainty about the economic irapdceland and on the global econamy

In the April 2020edition of the World Economic Outl o kWEO& ) , t he | MF projected the
contract sharply by 3 percent in 2020, much worse than during the 2008 financial crisis. In a baseline
scenarie-which assumeshat the pandemic fades in the second half of 2020 and containmants efin be

gradually unwound the global economy is projected to grow by 5.8 pemt in 2021 as economic activity

normalizes.

Thelcelandic economy could potentially be disproportionally negatively impacted due to the high importance of
internationaldurism to the econonmgnd due to the relatively small size of the Icelandic econ®yrism related
services accounted for 8.6 per Genf GDP in 2017 and 35 per cent. of export revenues in 28&@. further

s e ct i onThe leedandic Emmbniyin the April 2020 WEO, the IMF projects GDP in Iceland to contract

by 7.2 per cent. in 2020 and to grow by 6.0 per cent. in 2021. Inflation is projected to remain close to the inflation
target in both years, but unplayment is projected to rise to 8.0 per cent. 2020 and to come down to 7.0 per cent.
in 2021.

The Government of Iceland and the Central Bank of Iceland announced and introduced an action plan to respond

to the economic impact of COVHDO. Itis aimed at reducing and shortening the impact on businesses, households

and the economy while also creating the condheti ons f
Icelandic Economy . T h e fthenQO¥ID-19 pandemic on the financial position of tesueris uncertain,

since the extent of the risk posed by COMIPisuncleaa nd i s out si delfthchimpadtftheuer 6 s ¢
virus is severe or prolonged, this may result in greaterilylateduced liquidity, a widening of credit spreads,

a lack of price transparency in credit markets and higher levels gfarémrming loansThe aforementioned may

2 Source: Central Bank of Iceland. https://www.ch.is/publications/events/

3 Source: Financial Stability 2019/gublished by the Centr&lankon 90ctober2019

4 Source Iceland 2019 Article IV Staff Repgmpublished by the IMF 19 December 2019

5 Source: International Monetary Fund, https://www.imf.org/en/Publications/WEO/Issues/2020/04{2ph:£620
6 Source: Statistics Iceland, own calculation
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affect ability of thelssuebs customers to serve t ingtothelssuernThisnmag t ual ol
have a materially adverse impact on the | ssuerds finze

The liquidity and capital ratios of the three largest Icelandic commebeiaks are above the minimum
requirementsof the Financih Supervisory Authority of the Central Bahk FSA0  oFBA-Idelando ) . The
economic and financial environment, together with the operating and financial conditions of borrowers, may affect

t he | s s uer épsrformiagviaahssdetermination of loaalues and the level of writeffs, see further

in the section entitledLoan Portfolia . L ef eredit snpairedoans, determination of loan values and the

levels of writeoffs will depend on general economic develgmts and operating and financial conditions of the

relevant borrowers. No assurance can be given that the ratedif impairedoans will decrease in the future.

The Icelandidankscould be adversely affected if other developments in the Icelandioryar internationally

result in a further decline in Icelandbds economic gr
trading partners such as European countries

Should I celandbds economy be aduvtas whetheyas aresultotanyeoftheby dor
above factors or for other reasons, such as fluctuation in the value of the Icelandic krona, lack of foreign
investment, inflation, global recessjohigher unemployment rater strikes due to unsuccessful colleetiv

bargaining negotiations, it could adversely affect the ability ofshged s cust omers t o repay t
in turn could have a material adverse effect onlskeed s busi ness, financi al condi t
cash flows and prospes; and its ability to make payments in respect ofXblet Securities

The Issuer is exposed to liquidity risk. The inability of the Issuer to anticipate and provide for unforeseen
changes in funding sources could have adversenaterialeffectonthd ssuer 6s abil ity to mee
as and when they fall due

Liquidity risk is a significant risk factor for tHesuerand thedssuermlaces emphasis on monitoring and managing

liquidity risk. Deposits from individuals, corporations and financiatiintions are théssuebs si ngl e | ar g
funding source. As of 31 December 2019, the deposits were 49.6 per cent. afdetalompared to 52.3 per

cent. at year end 2048

Thelssuercontinues to diversify its funding profile by accessing domesgitalanarket for nordeposit funding

by issuing covered bonds in ISK, throughdtseredbond programme, and senior and subordinated bonds and
commercial papers in ISK, through its Debt Securities Progranimeddition, thelssuer accesses the
international capital market by issuing bonds in foreign currencies through itsiagiomtermnoteprogramme.

See furthein section entitlediFunding .

The ability of thelssuerto access the domestic and international capital rsdepends on a variety of factors,

including market conditions, the general availability of credit, the volume of trading activities and the credit rating

of thelssuer The aforementioned and other factors could limitlsseed s abi | i t ygirtthe capitali se f un
mar kets (see f urThehlssuer isexppded to refin@nairtg irigk.| Teedinalgility of the Issuer to
refinance its outstanding debt could have a negative impact on the Issuer’s l)siftessfore, thessuercan

be exposed to a material risk that it may be unable to repay its obligations when due or will only be able to do so

at excessive cost. This could have a material adverse effectissibé s busi ness, prospect s,
and/or results of operations and therefore its ability to make payments in respedDebtt&ecurities

Thelssuebs | i quidity management policy is built on inte
developed by the Basel Committee on BagkinS u p e r v Basel Gommitte®) e i or exampl e t he
CoverageRa t i L€RY)A tamael Net St ablNSFEYn dindg i Ratalcso( fappl i es me
suit the operating environment of tha&suer.In March 2020, the Central Bank of Iceland lowered deposit

7 Source: Financial tgbility 2019/2 published by the Centr&lankon 90October2019
8 Definition: Deposits/total assets is calculated deposits from customers/total assets
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institutionsdé average reserve requirement from 1 per
requirement to be included in the calculation of the LCR with the aim ofgeasbank s & | i qui di ty p
giving them greater scope to respond to changed conditions in the domestic economy as a result\ixhe C

19 pandemic. The effect olésuebbel Cgqni dat yBankodéssawhsonp!
18 percentage points for the total LCR and 15 percentage points for Icelandic &e@nfurther section entitled

filcelandic Economy aQil ®020 Financial Statements, which are incorporated by reference into this Base
Prospectus.

Thlessmuetrot ale ar @RO % s yplebrl ceehd VPaasd8r A5 & predr9 icremtt.. )
foreign (cyueeanréa n20 £8: 5 3Welpleraltewnd .NedgulsGteor yk|l ampeési aea
CentBramifkade changes to the iRulDeesceanbelbLi Wildi, t yi mpdteime n
requirement for |iquidity ratio in | SK. E fpfeerc tcievnet . a s
and is due tpoeri neoereata.stehet onexd t wo-pgiematr sammu.di0e iprecrcem
| ss@midrqui di tywasatéb pear-endOnlto Thaetts gneeatr st abl e funding
currencies pies €emoeng,asld3 2hdDedd@berl 650 Pp®r( ceant . ) ¢
117 per ceendtit0.l9adrnyea@az®18: .1S2Ce darr thent .ffki sske cMa noang eenmet ni t
Framewor Kk

The Issuer is exposed to a range of market risks, the most significant being interest rate, foreign exchange
indexationand equityrisks

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of
changes in market prices. Market risk arises from open positions in currency, equity and interest rateadroducts

of which are exposed to general and specific market movements and changing volatility levels in market rates and
prices, for instance in interest rates, credit spreads, foreign exchange rates and equity prices.

Changes in interest rate levels, itifta, yield curves and spreads may affect the interest rate margin realised
between lending and borrowing costdie current environment of low interest rates has resulted in interest
earning assets such as residential mortgage loans or other loansuaitiéséeld, generating lower yields upon
origination or refinancing and also lower levels of interest income respectively, when compared to historical
levels Changes in currency rates affect the value of assets and liabilities denominated in foremyiesuand

may affect income from foreign exchange dealing. The performance of financial markets may cause changes in
the value of théssuebs i nvest ment and trading portfolios.

1 A majorportionofthéssueb s assets and iralaedThéldssued € si mtr €er é att er &tse¢

from the impact of interest rate changes onlfisged s asset s and | iabilities, S |
Issuebs assets and -telatadbnioheimanner sr arthez. Limited agcess ®© tamtkiets
could have a negative effectontsesueb s r evenues as it may be unable to

between assets and liabilities, based on the timing of interest rate reset or maturity. For, eisksoizn
arise if there are fixed andariable interest rate items in the same maturity bracket; this may lead to open

interest rate positions on the assets or liabilities side. This could then afféssubd s pr of i tabi I it
Issuermay also be limited in its ability to adjust intereates applied to customers due to competitive
pressures.

1 Increased volatility in the foreign exchange markételssueb s f or ei gn exchange ri sk ¢
to unanticipated changes in the exchange rate between currencies. Increased voilélityreign exchange
markets could have an adverse effectoriskeed s busi ness, financi al condi tic

1 Increased volatility in the equity markefdelssuebs equi ty ri sk comes from both
trading. Hevated uncertainty in the financial markets could lead to increased volatility in the equity markets.
This could lead to a devaluation of equities and investment funds held tsstlegand have an adverse
effectonthdssued s b u s i n e s stjon dnd rasalts of oparhtions.o n d i
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1 ImbalanceinCons umer Pr iCPle) assatscheddiabilities{heIssued s i ndexatsi on ri s
from a considerable imbalance in its CPI indexed assets and liabilities. CPI indexation risk is the risk that
the fair value or future cash flows of CPI indexed financial instruments may fluctuate due to changes in the
Icelandic CPI Thelssueroffers CPlindexed mortgage loans and consumer laardreceives funding in
the form of CPI indexed deposits and borrowimperefore the Issueris exposed to inflation riskvhen
there is a mismatch between its assets and liabilities linked to thénGRé cas of deflation in the CPI,
there could be a corresponding impact on the balance sheet and lossstué¢hé@helssued s t ot al CPI
imbalance at yeagnd 2019 amounted to ISK 129 billion (yeard 2018: 171 billion)ef which 52 per cefit
wasequity at yarend.

The I ssuerdéds mar ket r i sk duetcextrermesvaalities imthée rhagket foriequties, qu ar t
fixed income and foreign exchange as a consequence of the COMiBndemic. See furth@1 2020 Financial

Statements which amecorporated by reference into this Base Prospesttioough he Issuer has in place a range

of risk management procedures designed to mitigate the aforementioned risks. Seia &ettien entitlediRisk

Management Framewoik, there is no guarantee that the procedur
which case the Issuer could experience material losses. Any losses due to market risk exposure could have a
materi al adv er s ebusinéss, praspects) finantidl gositiorsasdioe resalts of operations, and its

ability to make payments in respect of the Debt Securities.

The Issueris exposed to refinancing risk. The inability of thHesuerto refinance its outstanding debt could
have amaterial adverseémpact on thelssue® s busi ness

The Issueris predominantly funded by customer deposits, market funding and share capitédsidrdhas
diversified its funding profile by issuing bonds adbt Securitiesn the domestic and internatianmarkets

fiThe Issuer is exposed to liquidity risk. The inability of the Issuer to anticipate and provide for unforeseen changes
in funding sources could have a material adverse effect on the Issuer’s ability ttsrobkgations as and when

they fall du@. The inability of thdssuerto refinance its outstanding debt in the future, at the right time and at a
favourable interest rate coutive a material effect dhelssued s b u prospeetss financial positicand/or

result of operations, and its ability to make payments in respect DethteSecuritiesinformation regarding the
Issuebs funding i s fiFundingbher descri bed in

Should one or more othelssueb s counterparties fail to fulfil its ob
effectsonthdssueb s busi ness, financi al condition and results

Granting of creditisthissued s maj or s o u thereforei€redit riska sigmfecantriskdactor. Credit
risk is defined as the risk that a party to a financial instrument, be it a client, customer or market counterparty will
cause a financial loss to thesuerby failing to fulfil its obligations.

Adverse changes in the creditadity of thelssuebs cust omers and counterparties
Icelandic or global economic conditions, or arising from systematic risks in the financial systems, could affect the
recoverability and value of thesueb s a s s e resaniacrease intdsgue6 s pr ovi si on f or bad
debts and other provisions. Specific issues and events where credit risk could adversely affect revePies in 20

and subsequent years include but are not limited to:

1 Concentration of loan portfm in certain sectors could adversely affectkbguer Thelssued s | oan port f o
is relatively concentrated in key sectors. These are households, fisheries, construction and real estate
companies. See furthér fiLoan Portfolicd Downt urns in these sectors that
ability to meet their obligations may have an adverse effectosshed s busi ness, financi al
results of operations.

9 Total CPI indexation balance /total equity
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1 Deterioration of economic conditions could incseghe required loan impairment for tssuet Thelssued s
customer loan portfolio is predominately comprised of loans to Icelandic borréwaigher unemployment
rate reduced personal disposable income levels and increased personal and corptrateynsies may
reduce cust omer s (Seedthem sectipn entiledikoandParifoliab. Bhis,rinsaddition to
depressed asset valuations could have an impact on the adequacysefi¢iies teserves and future
impairment charges.

The creditworthiness of the |Issuerds counterparties
performing loans will not beconeredit impairedoans in the future or that impairments or lossesinglab such

loans will not occur. The Issuer attempts to manage the aforementioned risks through its credit risk management
policies, by monitoring the extension of credit to customerdaitidg of collateral, but there is no guarantee that

such precautios will be effective, and the Issuer could be exposed to more credit risk than it finds acceptable.
See further irsection entitlediRisk Management Framewark For instance, the credit
borrowers could declin@r the value of the collateral could decline, inherent risk in each loan application could

be assessed incorrectly, and deviations from the rules by committees allowed to make such deviations could
become more frequent, especiatlyresponse to increase competition amongst lenders due to any deterioration in

the economic situations in Iceland. Furthermore, if emplogeesion compliantwi t h t he | ssuer 6s
management policies it can result in riskier loans being extehdadermittedwithin the Issuerisk appetite

If any customeror an industry sector to which the Issuer is exposed defaults or expsre&msignificant
deterioration in business or prospects, as the case may be, therlaglexperience a materidverse effect on

the its business, prospects, financial position and/or result of operation, and its ability to make payments in respect
of the Debt Securities.

Business related risks
Operational risks are inherent in théssuetd s b u s i n e sdsareaypidalioficonmparable buaimesses

Operational risk and losses can result from fraud, errors by employees, failure to document transactions properly
or to obtain proper internal authorisation, failure to comply with regulatory requirements and budegss
equipment failurenatural disasters or the failure or inadequacy of internal processes or systems or external
systems; for example, those of lsgued s suppl i ers or counterparties.

Thelssuerhas in place and maintains necessary rules and mgppkibcedures and keeps them accessible to all
employeesonthissuebs i ntranet. I't is intended to ensure that
one place. However, there is no guarantee that mistakes will not be made, which mighhhtargahimpact on
thelssuebs business.

Both current and former employees of th&uercan damage thssuertif they infringe its rules either intentionally
or through negligence. While it is difficult to evaluate the damage in each instance, tlaalbsdinancial and/or
detrimental tahelssued s r e p u tlsauercoaldhsufferfatioss as a result of criminal actions, suctbasla
robbery, fraudcybercrimes, money laundering or embezzlement. All of these risk factors could caussubke
extensive damage and affect its performance.

The Issuerhas implemented controls designed to detect, monitor and mitigate operationadegskather in

section entitlediRisk Management FramewdrkHoweve, there is a risk thahese controls cannot completely

eliminate such risks as some can be difficult to detect or recommendations and suggestions of surveillance units

of thelssuer(such as the compliance and internal audit functions) could be igmeaisechderstood or misapplied

and mitigation may fail to be effective. Failures in internal controls could subjdsstiesto regulatory scrutiny.

Such events could harm thesuebs r eput ati on and have lasuemat ddmuisalneady
prospects, financial position and/or results of operations, and its ability to make payments in resp@&ztlutf the
Securities.
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Failure to manage compliance risk could adversely affecttbguett s b usi nes s

Compliance risks the risk of legal or regulatgrsanctions, financial loss or damage tolgdseed s r eput at i on
a result of failure to comply with applicable laws, regulations, codes of conduct and standards of good practice,

which could have an adverse effectonl8sied s pr o0 s p e ¢ a nsakegpayohents im respéect of hebt

Securities Thelssuebs Compl i ance Of flssoedis mohietsoron tslkeaturti hé es t
dealing are followed, and thattlssued s oper ati ons comply with tAbten Act on
Actions to Combat Money Launder i ngctaridiondte Combati st Fir
Money Laundering and Terrorist Financingd) , and ot her relevant | egislati on

The Issueris subject to rules and regulations regarding-brliery, antimoney laundering, anterrorist
financing and economic sanctions. In general, the rislotrtswill be subjected to or used for bribery or money
laundering has increased worldwide. Monihg compliance with antinoney laundering and artgrrorism
financing rules can put a significant financial burdefanksand other financial institutions and pose significant
technical problems.

The Issuerbelieves that its current policies and mdares are sufficient to comply with applicable rules and
regulations. There is, however, always a risk that itsraatiey laundering and aftgrrorism financing policies
and procedures might fail to prevent instances of money laundering or terroaswirfig, or that its employees
might fail to comply with such policies. Any violation of antioney laundering or antérrorism financing rules,

or suggestion of violations, may have severe legal and reputational consequencessaethrd could have a
material adverse effect on thes s ufirandalakconditions and results of operatipasd its ability to make
payments in respect of tlebt SecuritiesThelssuercannot guarantee that further changes to such policies could
completelyprevent situations of money laundering or bribery, for whicHgbeermight be held responsible.

The Issuernotes, that on October 18, 20t FATF decidedo place Iceland on its list of jurisdictions with

strategic AntiMoney Laundering and Countegn t he Fi nanci ng of AMLIEFTrogfori sm def
which they have developed an action plan with FATFThe deci si on i s -upRepostdndon FAT
Compliance RdRating and the subsequent consideration by FATF Joint Gtoaland has implaented an

action plan to address the issues concerned, which are not directed at financial insfiiaéioleelandic
government has stated that it expects FATF&6s decisior
the list may require cauerparts of Icelandic entities to undertake increased diligence measures. There can be no
assurance that the aforementioned decision will not have negative effect dbnstiseuoperadiosr and/or

reputation.

The occurrence of any of the aforementionedld have a material adverse effectonidsied s r eput at i or
business, financial position and/or result of operation and affet¢sgshed s abi | ity t o make payr
of theDebt Securities.

Increasal competition and changes in ownershipofdh | ssuer d8s main competitors me
its business

As demand for new lending and other financial products increasésstiegexpects to face increased competition
from other large Icelandibanks pension funds and smaller specialisestitutions (se€iCompetitiod). In
addition, as the capital controls have mostly been eased and there is sufficient credit denmasgerinay
potentially face competition from foreidranksseeking to establish operats in Iceland. Th&inancial Stability

Counsel OFSCdl )c ed laanade s( it he | ssuer and other sy®otematic
considerable regulatory scrutinphiscan hindethe Issuecompetitiveness. Due to the small economicefand
and thelssuebs | ack of scale advantage and high regulatory

institution in Iceland, foreign competitors may have more resources and financial means available to them,
compared to théssuer alowing foreign competitors to offdyankingproducts at a lower price. Thesuermay

have to comply witltegulatory requirements that may not apply to such foreign competitors, creating an unequal
competitive environmenFor examplein additionto the tasic corporate income tax rate 6ff&r cent. in Iceland

the Issueris subject to certain other taxes which are specific to Icedadavhich increase its effective tax rate
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and its effective cost of funding, which in turn can inhibit its ability to cetm@ffectively with domestic and
foreign Il enders who ar e notChangebin®xcldws or i theiruntetpretatidnd i t i on
could harm thé)lssuerods business

In addition, it is likely that compiton will intensify even further with the emerging competition from financial

t e c hn oFinbeghy ) ( -Bips @specially digital technology that is often referred to as FinTladhg coming
years,theRevi sed Payment ServicRSDD®D)rwctlveohe. i BOD5E£2866t
increases competition between payment providers. The PSD2 requires the contraekssd open up their
application pr cARlsdéa)m ishod-ptabfaatg etp @y menfi SRPs @) ceampraoivi e et
access and wuse their clientds accounlankihgsénacesfroorm essen
their production, by allowing new entrants to provide almost any kifshokingproducts and services under

lighter regulation. When PSD2 comes into effect, the distribution of financial services will become open to non
banksand consequently, retddhnkingrevenues could decrease. Competitive pressures caused by FinTech firms,

and in @rticular the emergence of opbanking may cause greater and faster disruptioank® business

models and revenues in Iceland. This could therefore have a negative effeckssndfies b usi nes s.

To keep up with the rapid development in the finanmiarket, thdssuerreplaced its core deposit and payment

system, with Soprbankingsystema system provi ded bRBO Ruwichksimplises anfl a Bank
updatesthéssuebs t echnol ogi cal hamkihgsyatent opemsthe way increasedirgegratiorp r a

of software solutions in the financial system.

Thelssuerwill continue to offer the full range of specialised financial products to individuals, corporate entities

and institutions and to work on product development to meet Bexlezompetition and keep up with the rapid
development in digital technology. If thesueris unable to provide attractive financial products and services at

more competitive prices, or to implement solutions to keep up with development in digital dgghitahay lose

market share which could have a material adverse effect dasthed s b u s i n e dirsmancial positos,pect s,
and its ability to make payments in respect ofllebt Securities

As at the date of this Base Prospectus|dbeerand ishnd$ankiwhich are two of the four commerciadnksin

Iceland, are partially or wholly owned by the Icelandic State Treasury. In June 2018, sales of shares in Arion
Issuerthrough initial public offerings took place and the shares were listed on thadaebnd Swedish Stock

markets. Accordingtothec el andi ¢ St at e FSFlo ahichimanaged timesteeholdiegrands (A
the corresponding voting rights in thesuerand islandsanki on behalf of the largest shareholder, the Icelandic

State Teasury, it ighe intentionof the ISFI b retain substantial equity stake in the Issuer for the long term, and

no decision orhe equity stake will be made until the ISFI has sold all its shiaréslandsbanRP. For further
information, see the sectienn t i Thé leethndi® State Treasury is the largest shareholder of the éssuer n d
fiShareholder, Share Capital and Dividend padicyhis may affect théssuerand its business. Any changes in
ownership of thelsswe r , Ari on Bank arrbdree 8anksg rah saffeat nthe icompetitikee 1
environmentand thissueb s business, financi al condition and resul

The Icelandic banking system is relatively small and has besunbject to restructuring, whie could limit
opportunities and involve risks that could materially affect tresuer

The Three Banksare the largest commercibhnksin Iceland and were established after biamkng crisis in
2008. The total assets of theréaBankscomprised around 7der cent. of the total assets of all Icelandic credit
institutions (excluding the CentrBank),'* as at the end of 2019, according to the Ceiealk The Icelandic
bankingsystem is small and ttedorementioned banksavehad limited opportunities for growth.

VYSource: AThe lcelandic Stateds ownership strategy for Fin:
Finance and Economic Affairkttp://mww.bankasysla.is/files/EigandastefnaRikisins2020_02_loka 968608008.pdf
1 Source: Central Bank of Icelaridandsbankinn, Arion Issuer and Islandsbanki annual reports
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The Issuer has so far primarily engaged in domestic lending in krona, but the Issuer has limited funding
opportunities in Icelandic krona, namely its ISK denominated deposits and its covered bond and debt securities
issuance facilitiesEx t er n a l factors might affect the Banko6s depc
the increased availability of other investments opportunities for depositors who currently hold deposit with the

Bank. Due to the small econonaynd competition for funding with other banks and with pension funds (see

fiCompetitio® ) , t here are | i mited f un,dutmgefwahchiscapableciftully es f or
funding the | sdeeddsngl Sl amepor Ltoemsequently, the 1|ss

lending is limited and will continue to be limited unless the Issuer is able to find additional sources of funding in
Icelandic krongseesection entitlediFunding).

The relatively smallbankings y st e m, given the smal/l s | The Icelarfdic t he | ¢
Economp ), and t he ongoi ng baekisgsactarbadvaaffactedgedatinue tofafleectthe el an d i
Icelandichanks The reputation of the Icelandi@nkingsector has at times been negative due to the financial

crisis in 2008 and the subsequent recession in Iceland. This negative reputation can be reflected in political and
legiskative decisions which have had a material adverse effect dasiher Various ideas have been discussed

on how to improve théankingsector in Icelandone being to initiate a sale process on either of the two state
ownedbanks namely Landsankinnandisland$anki For further i nformatTheon see
Icelandic State Treasury is the largest shareholder of the Issuer. This may affect the Issuer and it® husiness
Another is the introduction dad potential law requiring the separation of commero#iking activities from
investmentbanking activities, which could require thissuerto divest or otherwise restructure some of its
operations. No such requirements has been enaetidepbut there can be no assurance that such law or similar

or related measures will not be proposed and ultimately be enacted, which in turn couldniateeah negative
effectonthdssuebs busi ness.

The occurrence of any of the factors described abo\
confidence in thdéankingsystem in Iceland and could have a material adverse effect dssthed s siress,
financial condition and operating results and its ability to make payments in respecDafldr8ecurities

Thelssueris exposed to the risk of breach of security, unauthorised disclosure of confidential information and
personal data, or functinality of its information systems that could have materially adverse effects on the
Issueb s busi ness

Banksand their activities are increasingly dé¢endent o
systems, including a significant shift away frphysicallssuerbranches and towards greater reliance on internet

websites and the development and use of new applications on smartphorissudibes | CT camprisd a8 ms

major operational risk, both with regard to their functioning and accessibliglssued KCT systems are varied

and, in many instances, depend upoperating partnerand they are vulnerable to a number of problems, such

as software or hardware malfunctions, interruptions in network availability, hacking, human error, physical
damage to vital ICT centres and computer virus&sious kinds of external attacks, viruses, deniadesfiice

attacks or other types of attacks onldsueb s comput er sy s tlseuefrss copud rddssliersm su.ptTh
has in place specific disger recovery and business continuity plans, including-bpdites. Furthermore, the

Issueris certified in accordance with ISO 27001, the international standards on information security. This standard

helps thelssuerin assessing and monitoring opesatl risk in the certified areas. It i®mentirely possible,

however, to eliminate operational risk arising from unexpected events.

As part of its business, thesueris responsible for safeguarding information such as personal customer, merchant
data and transaction data. ICT systems need regular upgrades to meet the needs of changing business and
regulatory requirements and to keep up with developments in the raack&t be able to rely on information and
communication technology more broadly. Thsuerbelieves it has in place sufficient policies and procedures to
comply with relevant data protection and privacy laws by its employees and anpdttydservice mviders.

The Issuerhas also taken necessary steps to implement and maintain appropriate security measures to protect
confidential information. However, thesuemay not be able to implement necessary upgrades on a timely basis
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and upgrades may fail tarfiction as planned. In addition to costs that may be incurred as a result of any failure

of its ICT systems or technical issues associated with, as well as the general cost of, upgrading its ICT systems,
thelssuercould face fines from regulators if it€T systems fail to enable it to comply with applicaldaking

or reporting regulations, including data protection regulations.

The Issuermaintains backip systems for its operatiomsd one of the backip systems is located outside its
premises. Howevennder limited circumstances, for example, in the event of a major catastrophe resulting in the
failure of its ICT systems, thssuercould lose certain recently entered data with regards to its operation located
outside its premises

In the event of a leach of applicable law due to loss of confidential information, or as a result of unauthorised
third party access, this could result in additional costs relating to compensation, fines, reputational damage, loss
of relationship with financial institutionsanctions, legal proceedings, and adverse regulatory actions against the
Issuer by the authorities, customers, merchants or other third parties. Unauthorised disclosure of confidential
information could occur in a number of circumstances, includingesuét of software or hardware malfunctions,
interruption in network availability, hackinguman error, physical damage to vital ICT centres and computer
viruses, as well as physical security breaches due to unauthorised personnel gaining physitataofidential
information.

I n 2018, the European GenerGBPROPpPatwas Pi mp k& e mbyoAbte Regunl &
N0.90/2018,and other jurisdictions in which thHesueroperates. Théssueris exposed to the enhanced data

protection equirements under the GDPR and has needed to make additional changes to its operations, which
incurred additional costs, in order to comply with the GDRRlesignated Data Protection Officer is within the

Issuer to ensure full compliance with the GDPRuilbre to comply with the GDPR could subject thsuerto

substantial fines.

Although thelssuemaintains customary insurance policies for its operations, such insurance policies may not be
adequate to compensate tissuerfor all losses that may occur as a result of any aforementioned damage,
interruption, failure or lack of capacity. A sustained failure ofldiseed s | CT systems <centrall
branches would have a significant impact on its operations, reputatd the confidence of its customers in the

reliability and safety of itdbankingsystems and could result in costly litigatioAsyy of the aforementioned

factors could have a material adverse effect onidkeed s busi nes s, p r s peputatios , fina
and/or results of operations, and its ability to make payments in respecO#tih8ecurities

Cyberattacks

Cybersecurity risks are foremost related tolfseied s i rbankingusers and include potential unauthorised
access to prileged and sensitive customer information, including intdsaekingcredentials as well as account

and credit card informatiori.he Issueris responsible for safeguarding such confidential information and must
comply with strict data protection and préyalaws when dealing with such data such as the GDR&ssued s
activities have been, and are expected to continue to be, subject to an increasing risk of ICT crime in the form of
Trojan attacks and denial of service attacks, the nature of which dneuatly evolving. Thdssuerbelieves it

has in place investments to address threats from cyberattacks, bissuleecannot guarantee that these
investments will be successful in part or in full or without significant additional expendituressstisemay
experience security breaches or unexpected disruptions to its systems and services in the future, which could, in
turn, result in liabilities or losses to thesuer its customers and/or third parties and have an adverse effect on the
Issued s  bss, priogpexts, reputation, financial position and/or results of operations, and its ability to make
payments of th®ebt Securities
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The Issuer relies on thirdparty service providers, which may fail to perform their contractual obligagpn
which could have materially adverse effectsonteeuetb s busi ness

Thelssuerrelies on the services, products and knowledge of-ffartly service providers in the operation of its
businessThelssuebs f ocus on digital services and Issuerisai ght t
becoming more integrated with and reliant on information technologyhirty service providerflo assurance

can be given that the thiphrty service providerstected by théssuerwill be able to provide the products and

services for which they have been contracted, for example, as a result of failing to have the relevant capabilities,
products or services in place or due to changed regulatory requirements.

The Issueralso faces the risk that thighrty service providers may become insolvent, enter into default or fail to

perform their contractual obligations in a timely manner (or at all) or fail to perform their contractual obligations

at an adequate and aptable level. Any such failure from any thjpdrty service provider, such as ICT system

service providers, could lead to interruptionsinifseied s oper ati ons or result in vul
exposing thdssuerto operational failuresadditional costs or cybattacks. Thdssuermay need to replace a

third-party service provider, on short notice, to resolve any potential problems, and the search for and payment to

a new thirdparty service provider, on short notice, or any other meagarremedy such potential problems may

be costly.

TheIssuer[generally] includes confidentiality obligations in its agreements with third party partners, or service
providers, who may have access to confidential information. Although the obligatsrst iguch third parties

from using or disclosing any such confidential information, these contractual measures may not be able to prevent
the unauthorised use, modification, destruction or disclosure of confidential information. Furtrssyemaight

not be able to seek reimbursement from such third party in case of a breach of confidentiality or data security

obligations

Any failure by a thirdparty service provider to deliver the contracted products and services in a timely manner
(or at all) or todeliver products and services in compliance with applicable laws and regulations, and at an
adequate and acceptable level could result in reputational damage, additional costs relating to customers and/or
merchant compensations or other charges, claoaset and damages and have a material adverse effect on the
Issuer its business, prospects, financial position and/or results of operations, and its ability to make payments in
respect of th®ebt Securities

Thelssueb s f ut ur e s uc c e ensits abiitp ® mtttaxt, retainnandpnaotivate qualified and
experiencedanking and management personnel

Thelssuebs performance is, to a |l arge extent, dependent
skilled employees. The departure efjkmembers of its senior management or employees may significantly delay

the attainmentof thissueb s busi ness objectives and could have a ma
condition and results of operations. At year end 2019 the nuwhlidt - time position was 893 compared to 919

at year end 2018. Salaries and related expenses year over year was ISK 14,458 million in 2019 compared with

ISK 14,589 million the previous year.

Thelssuebs remuner ati on pol i c yDirectors dne approved by thadAudd genetah e Bo ar
Me e t iAGN O }nd applies to the Board of Directors, the Executive Board and all fsthed s e mpl oy ee s .
Thelssuerdoes not offer variable remuneration. When the labour market is experiencing wagmittfielssuer

may come under pressure to increase the salaries of its employees. Salary increases can lead to increases in the
Issuebs expenditure which c tssuébds hoauvse naedswse r sfe neafnfce catl ocro |
make payment® respect of th®ebt Securities

In addition, competition for personnel with relevant expertise is significant, due to the relatively small number of
available quafied individuals in Iceland. Failure to attract, recruit and retain senior managemeries

empl oyees could have a material adverse effect on the
of theDebt Securities.
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Damagetothdssue® s i mage and reputation could adversely affe

The image and reputation tfe Issuelare amongts most valuable assets. The risk of damage tdgbiged s

image or reputation is present whenever it is the subject of discuBke®mability to attract and retain customers,

staff and conduct business with its counterparties doeij@opardised if thissued s r eput ati on i s bac
Damage to its image or reputatiguch as perception that thissuerhas failed to address various isgussild
promptthdsster 6 s cust omers t o diwhiehcouldesulenlass obrevenugeefarthere | s e wh €
in the section entitledCompetitio® . T h ihave & regalive impact on tlesued s b uasd ite abiitpto

make payments in respect of thebt SecuritiesSuchreputationalssues include but are not limited to:

9 the fact the Icelandic State Treasury is the largest shareholder Isktlee( s eTde Icefandic State
Treasury is the largest shareholder of theuer This may affect thissuerand its business) ;

1 poorcustomer services or ICT failures or interruptions that impact customer service and accounts (see
fiThe Issueris exposed to the risk of breach of security, unauthorised disclosure of confidential
information and personal data, or functionality of its infation system that could have materially
adverse effectonthesuéd s b w9 i;nes s

9 failure to maintain appropriate standards of customer privacy and record keeping and disclosure of
confidential information (se€yberattacky

i statements concerning matief thelssuerfrom a highlevel representative that are adversely perceived
by the public;

1 failure to properly identify legal, regulatory, operational, credit, liquidity and market risks that are
inherent in thelssueb s s e r v iThedssuer(s ®xgoeed to fa range of market risks, the most
significant being, interest rate, foreign exchange indexation and equity risks@pératidnal risks are
inherentinthdssuebs business activities and; are typical o

T failure rtad eddinsosrstd¢ peat el y addresses the environm
(BSG) ssues, as increased regulation and public a
invol ves;

1T breach or allegation of havRegutptorp changes brerdorcénents or
initiatives could increase compliance costs and adversely affecissig€s business, if théssuer
becomes subject to increasingly complex requiresoehitigationd  a @peratidnal risks are inherent
in thelssuefs business activities and are typical of comparable businesyes

There is no guarantee that flssuermanages to address the aforementioned issues appropriately. Any failure to

do so could damage thesueb s r eput ati on and mak es, adisvésors eds dikings s uc h
to conduct business with thesuer in which case théssuercould experience material revenue losses. Any
reputational damage could have a material adverse effect dsstheb s busi nes s, prospects,
and/or results of operations, and its ability to make payments in respecOstth8ecurities.

Thelssueb s f i nanci al statements are based in part on ass
leadto future losses

The financial statements of the Issuer have been prepared on acgoo®gn basis in accordance with the
International Financial Reporting StandartteiiFRS0 as adopted by the European Unidhe preparation of

financial statementequiresthdssueb s management to make judgements, est
the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.
Identification of certain accounting policies to the 2@itancial statements have been identified as critical

because they require estimates and judgements in applying accounting policies. See note 3 to the 2019
Consolidated Financial Statemen#éstual results may differ from these estimates. Estimates aderlyimg
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assumptions are reviewed on angming basis. Revisions to accounting estimates are recognised in the period in
which the estimates are revised and in any future periods affected. Estimates and assumptions involve a substantial
risk which could esult in material adjustments to the carrying amounts of assets and liabilities during the next
financial year.

Thelssuermay be impacted by changes in accounting policies or accounting standards and the interpretation of

such policies and standards. Fréime to time the international Accounting Standards Boérd fIASBO )

changes the financial accounting and reporting standards that govern the preparatioBrofittefinancial

statements. In some castte Group may be required to apply a new orsexV standard, or alter the application

of an existing standarcgubsequentlycalling for arestatement of prior period financial statements necessary.
There is uncertainty surrounding the | ssuarnshktsat j udge me
changes will have to be made to the accounting estimates or restate prior financial statements in the future, which
coud materially and adverselyffact thelssuerand its ability to make payments in respect of the Debt Securities

The Issuerts insurance coverage may not adequately cover all losses

The Issuerhas taken a conscious decision to insure itself against specific riskisstieeholds all mandatory

insurance coverage, including fire insurance and mandatory vehicle insurance, plus comprehensive vehicle
insurance. Thdssueralso holds insurance policies provided for collective bargaining agreements with the
Confederation of Icelatic banksand Finance Employees, such as life and accident insurance, and insurance
stipulated by other wage contracts as applicable. In additiohsgherhas taken out liability insurance against

third-party claims, insurance on moveable property arafepsional liability insurance for its auditors and
directorsd and officlssuedd dimbdbcéct oty amd ussurmido@arriésma na en
insurance against comprehensive crime and professional indemnity cov@oagarehenive crime insurance

provides cover for fraud by employees and third parties. It covers financial loss sustainedisbyetand its

subsidiary companies, including those sustained in customer accounts, which are first discovered during the period

of thepolicy, regardless of when the fraudulent acts were committedidition, money transportation is insured

in accordance with the interests at stake in each instance. Recentiysubehas taken out a cyber liability

insurance which covers for damagesl claim expenses resulting from cyber breaches, as well as possible privacy
regulatory actions. It should be borne in mind, however, that despite the insurance policies carriésshgithe

there is no guarantee that tesuerwill be fully compensadd should théssuemeed to lodge claims. If tHesuer

did submit claims under its policies, the premiums it pays could be expected to increase in the fulssaebhe

insurance policies are subject to the terms and conditions of the applicablespdlid t he | ssuer 6s i
coverage does not adequately cover all losses, the Issuer may suffer a financial loss, which could negatively impact

its business.

Environmental disasters, natural catastrophgsandemicand acts of war could have a negagiimpact on the
Issuel® s r e v e n-gaing oparatich o n

As a bank with substantially all of its operations in Iceland an environmental disaster and natural catastrophes in
Iceland could significantly impair the environment in which lgsieroperates.Although natural catastrophes

and environmental disastease unforeseeable factors thatuld threaten théssueds abi | ity t o mai
operations, attempts are made to lim# ttsk by ensuring the security of critical equipment, its location and
distribution between risk area3he Operational Risk Department is responsible for business continuity
management and for maintainingtesued s d i s a st e rThelssueralso bas in place specific disaster
recovery and business continuglans See f ur t her Risk klanagenent ErantewobkAltbodgh fi

the Issuerendeavours to hedge operational risk by implementing appropriate control processes and maintains
customary insurance policies for its operations, it is possible that these measures may prove to be ineffective and
that thelssued s i nsur an c alllossey Any logses experienced by I8serdue to environmental
disaster, natural catastrophes, pandemics or act of wars could have a material adverse effdsswebdtise
business, prospects, financial position and/or result of operations, adiitsto make payments in respect of

the Debt Securities
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The | ssuerds operating environment ifieconositdirdumnstances s o me e
were to change there is no assurance that some elements of the capital coniitaietbe reimposedwhich
could have a material adverse effect on the Issuer’s business

On 28 November 2008, the Icelandic Parliament passed Act No. 134/2008 amending the Foreign Exchange Act,
No. 87/1992{ h Eorefgn Exchange Acb), granting the Cdral Bankpowers to intervene in the currency market

with the viewof stabilising the foreign exchange rate of the ISK, in response to the financial crisis. For this
purpose, the Centr@ankissued Rules No. 1082/2008 on Foreign Exchange imposing stricaygital controls

on crossbhorder movement of capital and related foreign exchange transactions

Thesecapital controlsverg to a large extentifted in March 2017 with Rules No. 568/20&and in April 2019

with Rules No. 311/201%ollowing the most recent amendmentsstrictions on foreign exchange transactions

and cross bordanovement of domestic and foreign curremsreremoved. However, there are still restrictions

on the following:(i) derivatives trading for purposes other than lieglgnd (ii) foreign exchange transactions
carried out between residents and nesidents without the intermediation of a financial undertakféshore
kronaassetsas defined in Act No. 37/201& e still subject to special restrictiottat have beeratgely removed

by Temporary Provision | of Act No. 37/2016 and Rules No. 224/2019. Temporary Provision III of the Foreign
Exchange Act and Rules No. 490/2016 introduced a capital inflow management measure, to temper inflows of
foreign currency and to affethe composition of such inflows. The rules on special reserve requirement for new
foreign currency inflow, have been amended several times and the current rules are Rules No. 223/2019. See
f ur t hCapital Control.

The restrictions on capital movemts imposed in Iceland constitute protective measures under Article 43 of the

EEA Agr e e mBEMAgregmenbe f@and have been notified to the Eur
AEFTAO ) Standing Committee wunder t h8eof therEcA Agleamertsn pr ov i
conjunction with Protocol 2 of the EEA Agreement between the EFTA States on the Establishment of a
Surveillance Aut hor i tSurveallande and COwt Agrédememtf ) .J uFsa li lceewi(nt ch ea fir
by the District Courb f Rey k j BistrietiCouftd )h,e thhe Court of JusEFTA e of th
Courtd6) i ssued a reasoned o pi-3ill)avherebyrthe EFTA Cogrtreletthatitha® 0 1 1 (
competence according to the EEA Agreement and the Sungsilland Court Agreement to review the rules on

currency restrictionsinter alia, in light of the general principle of proportionality. The EFTA Court further

declared that, at the time in question, the rules in question were proportionate. Howevdmhaf the EFTA

Court does not preclude further scrutinysathcurrency controls by the relevant EEA institutions at any.time

It is uncertain whenand if, any or all ofthe remaining restriction®lating tothe capital controls will be lifted

and ifeconomic circumstances in Iceland were to change, there can be no assurance that tiBaglentalld

not reimpose elements of the capital controls which have already been Afiddionally, even if the capital

controls were to be lifted in full @on a permanent basteglevel of foreign direct investment in Iceland may

be affected by a market perception that capital restrictions couldibgosed in the future, which could limit

the growth prospects of the Icelandic economy and ultimatelthéssuer The aforementioned could have a

material adverse effectontlesued s business and result of operations al
of the Debt Securities.

Prospective investors Debt Securitiesnust consider the risk dfirther changes to the capital controls and the

special reserve requirements and the impact this may havelesieé s b usi ness andDebtn i nves
Securities Prospective investors who are in any doubt as to their position should consufirdfiessional

advisers.

The Icelandic State Treasury is the largest shareholder ofl8®ier. This may affect théssuerand its business

As at the date of this Base Prospectus,|8td manages a 98.2 per cent. shareholding and the corresponding

voting rights on behalf of the largest shareholder, the Icelandic State Treasury. The Icelandic Parliament has
authorised the Minister of Finance and Economic Affai
Issuerwhich are in excess of 70 pegnt. of thdssueb s t ot all share capital, subject
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put forward by the ISFI. Any such sale or disposal, and any conditions attaching to it, could affestdbes
business, financial condition and results of operatiSesf u r t hSharehdlders, §hare capital and dividend

policy.0

In certain areas, Icelandic legislation imposes special rules dsstiersince the Icelandic State Treasury holds

the majority shareholding ithe Issuer These rules do not apply to thes s un&in dospetitors, except for
island$anki which became wholly owned by the Icelandic State Treasury in January 2016. These rules may
impose a heavier regulatory burden onlffiseiercompared to its comgigors and may thus have a negative impact
onthelssuebs competitilgsseebpobdbiusi omessThéinanci al condition
thereforedbenegativelyaffectedand i mpact the | ssuer 6s ab DébiSecuriid¢so mak e
These rules are: (i) Article 4 of the Act on the Auditor General and the Auditing of Government Accounts No.
46/2016 (the functions of the Auditor General include auditing the annual accounts of limited liability companies
where the Statewns 50 per cent. of the shares or more); (ii) Article 2 of the Information Act No. 140/2012 (the
Issueris subject to provisions of the Adiut can obtain a temporary exemption from falling under the scope of

this Act); and (iii) Article 14 of the ActroPublic Archives No. 77/2014 (thesueris subject to provisions of this

Act). Following a settlement with the Icelandic Competition Authority on 11 March 2016 relating to the changes

in ownership of Islandsnkiand a motion approved by tA&M of thelssuerheld on 14 April 2016, the Board

of Directors of thdssueradded provisions on the competitive independence ofsthesrtowards other state

owned commerciabanksto its rules of procedures.

Legal risk relating to the Issuer
Legal and regulatoryrisks are builtinthel ssuer 6s busi ness

Thelssuer, as a systematically important financial institution in Icelamdgulated by the FSA amaust comply

with banking and financial services laws and government regulations. Legal risk includes huinistech to,

exposure to fines, penalties or punitive damages resulting from supervisory actions as well as private settlements.
Thelssueris subject to a number of laws, regulations, administrative actions and policies governing the provision

of financial services in Iceland. Thissueris required to abide by various legal and regulatory requirements.

Failure to do so may lead to litigation and administrative proceedings, which could subjsstiéii® damages

claims, regulatory fines or other penedt Although thdssuerworks closely with regulators and continually

monitors its legal position, future changes in regulations, fiscal or other policies can be unpredictable and are
beyondthdssuebs control . Any <changdfectthelssuedisr on@prtr alt ¢ @ins| atnido 1
of operations and its ability to make payments in respect dehe Securities

Regulatory risks are not only subject to regulation within Iceland or special rules governing financial service
firms, but alsdrom the ability of Iceland, as a member of the EEA Agreement, to adopt, implement and administer
implementation of new European directives and regulations into Icelandic rules and regulations. See further
s e ct i on lcedandfsindtibnel énplémentation of EEA rules may be inadequate in certain circundstance
This may include late implementation into Icelandic rules and regulations and more stringent requirements where
they are permitted or requiréal do so, like in the respect of capital requirements.

Thelssuemwill at any time be involved iseverakourt proceedings, which is considered normal due to the nature

of the business undertaken. In some cases, there is substantial uncertainty réigaodittpme of the proceeding

and the amount of possible damages. [Esaerhas created appropriate provisions for legal and regulatory risk.
However, the possibility that the existing provisions are inadequate cannot be ruled out. As of 31 December 2019,
economic capital for legal and regulatory risk amounted to IB872million compared to ISK,292 million in

2018. These cases may include possible criminal or administrative proceeding by the relevant authority and claims
in which the claimant has nopecifically quantified the amounts in disputes. Should any proceedings be
determined adversely to thesuer this could have a material adverse effect on its results and repuatatiots

ability to make payments in respect of the Debt Securfesfuther information on litigatiors e kitigditiono.
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Changes tacapital and related requirementsould adversely affect thissueb s r esul t s

The international bemkusBastel yl f I amerneog adrddeisnrgr ergeug urleanteonr
i quidity, | everage ratio andSeeounhueiRpbekt yWanagdment
Fr ameowdirtkhi n t he European Union the Basédleglilsll aftri aaree wa
knowlC R®dsahd CRR, | ater amended by CRD V and CRR 11. f
package into the EEA Agreement, the package is to be
takphgce in steps and is noaticompileted| cdMoarediver | av
Requirement for own f(MiRED  aardce BRIRIOgielh i @ eilds nd lepil rlceivp)al reast i o

The introduction of rules in lceland reflecting CRD
requirements imposed on the Bank could result in exis
Ba@sk regul atory capital, ei t heForatt hteh ef osragmei nl ge vred a saosn
need to r aciaspei taadldiitni otnhael f ut ure. Such capital, whethe

additional equity, may not banyavfaaillalbd edudoymaahtrett rad ot iaw
increased regul at orcyommlpy twailt hr eagruyi roetnheenrt sr eoqru itroe ment s
result in intervention by regulators or the impositi
t hles st efri nancial condition and oé¢dvelrt ef 6 & st pfeiormad it ddieas|
performance and Doenbtt hSee cpbroiitchii negs tohf otrhewi t hout the inte
i mposition of sancti ormbe.btP rSeshumwlttdi ve@so n snw letsst todrss i i on o twithe
consequences of the iepéemehhhégahaméasures

The Council of the European Union has adopted the BRRD which provides for a range of actions to be taken
in relation to credit institutionsjnvestment firmscertain financial institutions and certain holding companies

of those entities (each a relevant entity) considered to be at risk of failing. The implementation of the BRRD in
Iceland and its impact on the Issuer is currently unclear but the taking of an§ian under the BRRD following
completion of its implementation could materially affect the value of any Debt Securities

On 2 July 2014, Directive 2014/59/EU which provides anviide framework for the recovery and resolution of

credit institutions and ir’ s t me nt  Bank Resove(y tartd ®esdiution Directivé @RRDH) ent er ed
into force. Iceland, Liechtenstein, Norway and Switzerland are members of the EFTA and Iceland, together with
Liechtenstei n ERBAEGETANS@teswva y ( $ h eoltheé BEAaAgreementtby which the EEA

EFTA States participate in the internal market of the EU.

The BR&RInhcorporat ed menton9 Febreary EORSWitdpaismreNo. 21/2018 of the EEA
Joint Committee. The BRRD is designed to proadthorities with a credible set of tools to intervene sufficiently
early and quickly in an unsound or failing institution to ensure the continuity of the institution's critical financial

and economic functions, while minimising the impact of an institbtisn f ai | ur e on the econo
system.

In 2014, The Ministry of Finance and Economic Affair:
that the BRRD should be implemented intogarceilmagdt hel
i mpl ementation of the BRRD into |Icelandic | aw was pa:
on Financi al Undertaking, and i mplementing-grlbo@pcont e
financi al suppbibnedhacafonemare allFSAubjAeott heo bhel
submitted to the Il celandic Parliament during this | ¢

| cel andti tenp'aeme nt@)T.hlemp IBe inéBitpaitoivoindes f or the resolut
preventative measfwrresr easmtd awpidnemma m@ybhnaond t he eiancphl e ment
resol utlhimpnd .e mekhiglalt iaoilnso provides for a new admihni str at
wi || be responsible for e@aelpaohbhtuioboonaaddi mpbpmentabt i
Resolution Fund, which is intended to finance the re:c

The BRRD contains four resolution tools and powers which may be useel @an combination where an
institution is considered as failing or likely to fail: (i) sale of business which enables resolution authorities to direct
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the sale of the firm or the whole or part of its business on commercial terms; (ii) bridge instvitibrenables
resolution authorities to transfer all/l or part of th
for this purpose that is wholly or partially in public control); (iii) asset separation which enables resolution
authorites to transfer assets to a bridge institution or one or more asset management vehicles to allow them to be
managed with a view to maximising their value through eventual sale or orderlydownd and (iv) ba#n

which gives resolution authorities thevpar to write down the claims of unsecured creditors of a failing institution
(write-down may result in the reduction in value of such claims to zero) and to convert unsecured debt claims to
equity or other i nsgenanahaifinttmlodf (ewbhgegeshi po(tketadain pa
liabilities would be eligible for the general bail tool), which equity or other instruments could also be subject

to any future cancellation, transfer or dilutiéws Iceland has not yet implemented the BRIR full it is currently

unclear how such requirements may be applied to Icelandic banks including the Issuer in the future. The powers
currently set out in the BRRD will in certain circumstances, impact the rights of creditors. If the BRRD is
implementedn full into Icelandic law holders of uncollateralised bonds, which are issued by the Issuer, may be
subject to the application of the general fiaitool which may result in such holders losing some or all of their
investment.

An institution will be cosidered as failing or likely to fail when: (i) it is, or is likely in the near future to be, in
breach of its requirements for continuing authorisation; (ii) when its assets are, or are likely in the near future to
be, less than its liabilities; (iii) whahis, or is likely in the near future to be, unable to pay its debts as they fall
due; or (iv) when it requires extraordinary public finansigbport (except in limited circumstances).

In addition to the general bail tool, the BRRD allows for resolon authorities to have the further power to
permanently writelown or convert into equity capital instruments or other instruments of ownership such as the
Subordinated Bonds at the point of naability and before any other resolution action is tak@mog-viability

loss absorptiord). Any instruments issued to holders of Subordinated Bond upon any such conversion into equity
may also be subject to any future cancellation, transfer or dilution.

Prior to the implementation of the BRRD in Iceland, Subotdmh@onds may further be subject as directed by
the Relevant Resolution Authority to WrHERown upon the occurrence of a Nwimability Event pursuant to
Condition 8 (each of the capitalised terms has the meaning given in Condition 8). The powers setreutlin

the BRRD and under Condition 8 will, in certain circumstances, impact the rights of creitpepplication of

the general baiin tool under the BRRD shall follow the hierarchy of claims in normal insolvency proceedings.
Accordingly, the impct of such application on holders of thebt Securitiewvill depend on their ranking in
accordance with such hierarchy, including any priority given to other creditors such as depositors.

To the extent any resulting treatment of holders oDilet Secuties pursuant to the exercise of the general-bail

in tool is less favourable than would have been the case under such hierarchy in normal insolvency proceedings,

a holder has a right to compensation under the BRRD based on an independent valuatimofiingch is
referred to as the fAno creditor worse off safeguarddc
compensate that holder for the losses it has actually incurred and there is likely to be a considerable delay in the
recovery & suchcompensation. Compensation payments (if any) are also likely to be made considerably later

than when amounts may otherwise have been due und@&etiteSecuritiesNo such hierarchy of claims or
compensation may apply in respect of any Witavn of theDebt Securitiegursuant to Condition @oint of

Non -Viability Loss Absorption)

Under the BRRD, resolution authorities must set a minimum level of own funds and other eligible liabilities
(MREL0) for each bank (and/ or ystemioimgoranck. &lgibleliabiitesmay i t er i a
be senior or subordinated provided they have a remaining maturity of at least one year and must be able to be
writterrdown or converted into equity upon application of the generairbtbol.

I f the mMpRRDmeinst eid in full into |Icelandic | aw (and bef
Down pursuant to Condition 8) holders of -iBnontdo oma ya nbde,
in the case of S-ubablddsish yeebds dBrojmtdisogvn noorh  tshuec hWrSutbeo r d i n «
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pursuant 8 o0 aGo mdiptliiccrabl e, which may result in such h
the case of Subfudiomat ecdhtBadndondseenay be subject to
of the giemetr@adl bai | avi athiel iptewouSkurcdif haapprd i cat i oinn of t he
tool could also involve modovVisgiadtmne®nisnttDedtc GChediudi ¢ ap
including alteration of the pr Debitp®&lecarmaed magaridryy d
any other dates on which payments may clee tduae, pes iwdl
exercise or perceived increase in likelihood of exerc
Wr i-Doewn pursuant to Condition 8 or any suggestion of
af fectt sthhoef ddbrgdhtofBesuir Bsued or to HRebtssSEadludgtr g he | s

the price or val ueDeoldt tSheoudr/ iotniveeshe mabt |l i hyaa®/ t he Ban
undemedny Sec Noittwi ¢ st anding the foregoing, no assur a
in full be i mplemented into Icelandi d mpdw.mehuratth eornmoor

BRRD inolrcelh&nd aki ng of taennyp |laactteiwdalitdn aidtr @ remnea Il yy eafofne ct
Debt Seocludreirtsyy, H he pri ce or Dwaltu eS eafuritidira idrsh el reastmisdtrimteyn t «
to satisfy itsDeobhtl i gacumnintsi aaisnder t he

In addition, following thepublication on 7 June 2019 in the Official Journal of the EU of (i) the Directive (EU)
2019/ 879 of the European Parliament and of BRRDe Counc
I 1) as regards the losbsorbing and recapitalisation capacitycoddit institutions and investment firms and

Directive 98/26/EC and (ii) the Regulation (EU) 2019/83fthe European Parliament and of the Council dated

20 May 2019 amending the Single Resolution Mechanism Regulation as regards thbstwbing and
recapitalisation capacity of credit institutions and investment firms, a comprehensive legislative paskagen

produced which intends to redudsks in the banking sector atttk financial systenrginforce banks' ability to

withstand potential shoclendstrengthen the banking union from 28 December 2020. It is currently unclear how

and when BRRD Il will be implemented in Iceland and when this will affecistheer.

Regulatory changes or enforcement initiatives could increase compliance costs andsatvaffectthe
Issuer's business, if théssuerbecomes subject to increasingly complex requirements

Regulatory changes such as the adoption in Iceland of Directive (201@)J66fE Markets in Financial

Il nstruMEDHl &) ,( Awhi ¢ h up dvFtDaisectitehamd Regulateorn (600/2004) on Markets

in Financi aMiFIRM)s ta aured tasf f( dic t Graugtenduatsitg businessvBbel fustiier t h e
fiOrganisational Structure .

The adoption in Iceland of MiFID Il and MiFIR will replace, extend and improve the functioning of the existing
European rules on markets in financial instruments and strengthen investor protection, by introducing additional
organisational and conduct rempinents and increase in transparency. The adoption of MiFID Il and MiFIR will

give more comprehensive powers to regulators and introduce the possibility of imposing higher fines on financial
institutions subject to MIFID Il in the event of infringementduch financial institutions of the requirements of

such regulation®s MiFID Il and MiFIR will significantly extend not only the scope but also the detail of existing
regulationsthe Group will have to review existing activities and make adjustmentgwheessary to make sure

it remains compliant with MiFID Il and MiFIR. The Group will have to provide more information to their
customers, such as the cost and charges involved in providing investment services and, as a result, could face
significantly higher compliance costs and become subject to increasingly complex requirements and additional

|l egal risk, which could in turn have a material adver
and/or results of operations, and ability take payments in respect of thebt Securities.

Changes in tax laws or in their interpretation could harm thesue® s busi nes s

Thelssuebs results of operations could be harmed by <chan
thereof, incdbdi ng wi t hout ' imitation in relation to the OE
changes in corporate tax rates and the refusal of tax authorities to issue or extend advanced tax rulings.
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In addition to the basic corporate income tax réteCoper cent. in Icelandhe Icelandic Parliament passed the

Act on Special Tax on Financial Institutions, No. 155/2010, De c e mb e Bped@aDThxlon Fintamcial A
Undertakingso )under which certain types of financial institution, including Igseier, are required to pay an
annual levy of the carrying amount of their liabilities as determined for tax purgos2813 the levy was
increased and set at 0.376 per cent. of the total debt ¢dsherexcluding tax liabilities in excess of ISK 50
billion at the end of the year. Ndinancial subsidiaries are exempt from this.t&ke Act on Special Tax on
Financial Undertakings was amended in March 2020 with Act No. 25/2020 in relation to measures from the
Icelandic Government and the Central Bank tu€OVID-19 pandemic reducing the levy to 0.145 per cent in
2021. See furtherim e c t i 0 nThe Inelandic Ecmrbniyi

Accordingto the Income Tax Act No. 90/2008s amendefit HTAO i payment s of | cel andic
by an Icelandic debtorush as théssuer to a foreign creditor, including holders of bonds, who are not Icelandic

are taxable in Iceland and can be subject to withholding tax at the rate of 12.0 per cent. This withholding is
applicable unless the foreign creditor can demorestaatl obtain approval from the Icelanditehmal Revenue

that an exemption applies, such as the existence of a relevant double taxation treaty, and in such case the provisions

of the double tax treaty will apply. The exemption, subject to certain otingrements, applies to bonds that are

held through a clearing system, suchtesNCSD, Euroclear and Clearstream Luxembourg, within a member

state of theDECD, the EEA, a founding member state of EFTA or the Faroe Is|&uwigls issued by the Issuer

are subject to the aforementioned exemption.

According tothe Act on Tax on Financial Activities, No. 165/2011, certain types of financial institutions,
including thelssuer arerequired to pay a special additional tax leviacal remuneration paid to employees. The

levy is currently set at 5.5 per cent. of such remuneration. Additioraigrding toArticle 71 of the ITA, a

special additional income tag imposedon legal entities liable for taxation according to Articlef2Act No.
165/2011, which includes thesueris set at 6.0 per cent. on income over ISK 1 billion, disregarding joint taxation

and transferable lossékhe aforementioned taxes and levies placed on the Issuer increases the cost burden on the
Issuer andsubjects it to a competitive disadvantage relative to other competitors, which are not suyjebt to

taxes or levies. See furtheection entitlediCompetitiod .

The Issuer may be subject to additional taxes or leviteifuture, so htere can be no assurance tudditional

taxes and | evies could increase the | ssuerods cost of
| ssuer to compete effectively weéndigvaumdseand margnsangofs and/
which could have a materi al adverse effect on the | ss:s

operations, and its ability to make payments in respect of the Debt Secirityesuch increase couldcatie a
material adverse effect on the financial condition ofliseierand its ability to make payments in respect of the
Debt Securities

|l cel andés national i mplementation of EEA rules may beé

Iceland is a member stabé the EEA and is therefore obligated to implement certain EU instruments with EEA
relevance, including legislation relating to financial markets. Where implementation of such instruments into
Icelandic law is inadequate, (for example, where Iceland Had fa adapt national law to conform to EEA rules)
citizens may be unable to rely on these instruments and the Icelandic courts may be barred from applying them,
unless Icelandic legislation may be interpreted in accordance with the EEA rules. As,dheBdbt Security
Holdersin some circumstances may experience different legal protections than they would expect as holders of
securities issued biganksin EU member states where EU instruments are directly applicable or have been
adequately implemendeinto national legislationrComplying with regulation that is in continual change can be
resource intensive and exposesl#sierto a risk of norcompliance, which could have a material adverse effect

on thel s s aibasinéss, prospects, financial gositand/or results of operations and its ability to make payments

in respect of th®ebt Securities.
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FACTORS WHICH ARE MATERIAL FOR THE PURPOSE OF ASSESSIN THE RISKS
ASSOCIATED WITH THE DEBT SECURITIES ISSUED UNDER THE PROGRAM ME

Risks related to thestructure of a particular issue of Debt Securities

A wide range of Debt Securities may be issued under the Programme. A number of these Debt Securities may
have features which contain particular risks for potential investors. Set out below is a desofiit®most
common such features, distinguishing between factors which may occur in relation to any Debt Securities:

Payments and the principal of the Bonds under the programme can in some cases be determined by reference
to an index which could adversebffect the value of the index linked Bonds

The Issuer may issue Bonds with principal or interest determined by reference to an index or formula, to changes
in the prices of securities or commodities, to movements in currency exchange rates or ottse(eachora
fiRelevant Factol ) . I n addition, the | ssuer may issue Bonds
currencies which may be different from the currency in which the Bonds are denominated. Potential investor
should be aware that:

(a) The market price for such Bonds may be volatile;

(b) they may receive no interest;

(c) payment of principal or interest may occur at a different time or in a different currency than expected,;
(d) they may lose all or a substantial portion of theingipal;

(e) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in interest

rates, currencies or other indices;

() if a Relevant Factor is applied to Bonds in conjunction with a multiplier greater thaor @oatains
some other leverage factor, the effect of changes in the Relevant Factor on principal or interest payable
likely will be magnified; and

(9) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the averag
level is consistent with their expectations. In general, the earlier the change in the Relevant Factor, the
greater the possible effect on yield.

The historical experience of an index or other Relevant Factor should not be viewed as an indicatfotuoé the
performance of such Relevant Factor during the term of any Bonds. Accordingly, each potential investor should
consult its own financial and legal advisers about the risk entailed by an investment in any Bonds linked to a
Relevant Factor and the lility of such Bonds in light of its particular circumstances.

If the Issuer has the right to redeem any Debt Securities at its option, this may limit the market value of the
Debt Securities concerned and an investor may not be able to reinvest the ptidenproceeds in a manner
which achieves a similar effective return

An optional redemption feature of Debt Securitiasluding in the case of a Tax Event or (in respect of
Subordinated Bondsnly) a Capital Everis likely to limit their market value. Ding any period when the Issuer
may elect to redeem Debt Securities when thelssueris perceived by the market to have a redemption right
available to itthe market value of those Debt Securities generally will not rise substantially above the price a
which they can be redeemed. This also may be true prior to any redemption period.

The Issuer may be expected to redeem Debt Securities when its cost of borrowing is lower than the interest rate
on the Debt Securities. At those times, an investor gepevallld not be able to reinvest the redemption proceeds

at an effective interest rate as high as the interest rate on the Debt Securities being redeemed and may only be able
to do so at a significantly lower rate. Potential investors should consider stemare risk in light of other
investments available at that time.
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If the Issuer has the right to convert the interest rate from a fixed rate to a floating rate or vice versa, this may
affect the secondary market and the market value of Bandsconcerned

Bonds that pay a fixed rate of interest on such date or dates as may be agreed between the Issuer and the relevant
Dedler and specified in the applicable Final Ter(nFixed Rate Bond® ) Bonds which bear interest at a
floating rate as set out @ondition 5.4( Floating Rate Bond® Jnay bear interest at a rate that converts from a
fixed rate to a floating rate or from a floating rate to a fixed rate. Where the Issuer has the right to effect such a
conversion, this will affect the secondary market and the market value Bbtiussince the Issuer may be
expected to convert the rate when it is likely to produce a lower overall cost of borrowing. If the Issuer converts
from a fixed rate to a floating rate in such circumstances, the spread on the Fixed/FloatiBgridataeay be

less fawurable than then prevailing spreads on comparable FloatingBBatkstied to the sameeferenceate.

In addition, the new floating rate at any time may be lower than the rates oBotit If the Issuer converts

from a floating rate to a fixed rate such circumstances, the fixed rate may be lower than then prevailing market
rates

Debt Securities which are issued at a substantial discount or premium may experience price volatility in
response to changes in market interest rates

The market values ddebt Securities issued at a substantial discount or premium to their principal amount tend
to fluctuate more in relation to general changes in interest rates than do prices for more conventional interest
bearing securities. Generally, the longer the reimgiterm of such securities, the greater the price volatility as
compared to more conventional interbstiring securities with comparable maturities.

Debt Securities issued under the Programme can be linked to the Consumer Price Witieh could adversel
affectthe value of the Debt Securities

Under the Programme the Issuer émsuelnflation linked Equal Principal PaymentBonds andnflation Linked

Annuity Bonds whichar e i ndexed t o t heCP®plmssinmetin inBexed tinked Debtd e x (
Securities involves the risk that subsequent changes in the CPl may adversely affect the value of the index linked
Debt SecuritiesThe historical experience of the CPI should not be viewed as an indicator of the future
performance of the CPI.

Bonds whichare issued with variable interest rates or which are structured to include a multiplier or other
leverage factor, are likely to be more volatile than standard securities

Bonds with variable interest rates can be volatile investments. If they are stiuoturelude multipliers or other
leverage factors, or caps or floors, or any combination of those features or other similar related features, their
market values may be even more volatile than those for securities that do not include those featwses and, a
consequence, could drop further in value.

The | s suer &Gsundeo ISubordireated Bamds are subordinated. An investor in
Subordinated Bondsassumsa n enhanced risk of |l oss in the eve

Thelssuetb s o b | i g aSubordimated Bomdsvié e unsecured and subordinated.

On a liquidation, dissolution or windifgp of, or analogous proceedings over iggierby way of exercise of

public authority (r etfupofthelsbued o, halrlei ol G therSmbordimatednels mec t
Bondswill rank pari passuwithout any preference among themsehadeastpari passuwwith present or future

claims in respect of Parity Securities (as defined in @iomd3.2 (Status of the Debt Securiti€&ibordinated

Bondg), in priority to any present or future claims in respect of Junior Securities (as defined in CoBdi{ion

Status of the Debt Securiti&ubordinated Bond3 and junior to any present or future claims in respect of Senior
Creditors (as defined in Conditid@?2 Status of the Debt Securiti&ibordinated Bondislf, on a windingup of

thelssuer the assets of thesuerare insufficient to enable tHssuerto repay the claims of the Senior Creditors

in full, the Debt Security Holderwill lose their entire imestment in th&ubordinated Bond# there are sufficient

32



assets to enable thesuerto pay the claims of Senior Creditors in full but insufficient assets to enable it to pay
claims in respect of its obligations in respect of$lidordinated Bondsndall other claims of Parity Securities,
Debt Security Hlders will lose some (which may be substantially all) of their investment iSuberdinated
Bonds

There is no restriction on the amount of securities or other liabilities thisstirermay issueincur or guarantee

and which rank senior to, @ari passuwith, the Subordinated BondsThe issue or guaranteeing of any such
securities or the incurrence of any such other liabilities may reduce the amount (if any) recoveiie by
Security Holdeduring a windingup of thelssuerand may limitthdssueb s abi | ity t o meet i
the Subordinated Bonds

Although Subordinated Bondsay pay a higher rate of interest than comparBielet Securieswhich are not
subordinated, there is agsificant risk that an investor in su€kebt Securieswill lose all or some of his or her
investment should a windiagp of thelssueroccur.

Subordinated Bondsnay be subject to loss absorption on any application of the generatibaol or at the
point of non-viability of the Issuer

In addition to the application of the general Haitool toSubordinated Bonds s €llee Céuncil of the European
Union has adopted the BRRD which provides for a range of actionstédkée in relation to credit institutions
investment firmscertain financial institutions andertain holding companies of those entities (each a relevant
entity)considered to be at risk of failing. The implementation of the BRRD in Iceland andats onghdssuer

is currently unclear but the taking of any action under the BRRD following its implementation could materially
affect the value of any Debt Securiiep , t he BRRD a rsubordinated Bbnesontemplatefthatt h e
Subordinated Bondsay be subject to newiability loss absorption. As a result, resolution authorities may require
the permanent writdown of capital instruments such@sbordinated Bondsvhich writedown may be in full)

or the conversion of them into equity capitalhe point of norviability and before any other resolution action is
taken. Prior to the implementation of the BRRD in Iceland, suckviaility loss absorption is provided for in
Condition 8(Point of NonViability Loss Absorptionpf theDebt Securitis.

While any such writelown or conversion pursuant to Reiability loss absorption under the BRRD shall be in
accordance with the hierarchy of claims in normal insolvency proceedings, even if grounds for compensation
could be established, compensatioaymot be available under the BRRD to any holders of capital instruments
subject to any writelown or conversion and even if available would only take the form of shares in the Issuer.

For the purposes of the application of any-w@bility loss absorptin measure, the point of namability under

the BRRD is the point at which the relevant authority determines that the inst{utitthve group, as the case
may be meets the conditions for resolution or will no longer be viable unless the relevant icegitanents
(such as th&ubordinated Bondsre written down or converted into equity or extraordinary public support is to
be provided and without such support the appropriate authority determines that the instititeogroup as the
case may beyould no longer be viabl&Vith respect to the Issudhis is further reflected in the definition of:
NonVi abi |l ity Ev e n t(RointofiNoriabilitg boesd\bsorptionp 8

The occurrence of a Neviiability Event or the application of the genebalil-in tool or any norviability loss
absorption measure pursuant to any Applicable Statutory Loss Absorption Regime (including the BRRD) or
Condition 8(Point of NonViability Loss Absorption)of the Subordinated Bondsiay result inDebt Security

Holders losing some or all of their investment. The exercise of any such power or any suggestion of such exercise
could, therefore, materially adversely affect the righBBelft Security tdlders, the price or value 8ubordinated
Bondsissued under the Program and/or the ability of the Issuer to satisfy its obligations uSdbeprdinated

Bonds
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There are limited enforcement events in relation$obordinated Bonds

Each Series dbubordinated Bondsill contain limited enforcement events relating to:

(i) nonpayment by thessuerof any amounts due under the relevant SerieSutiordinated Bonddn such
circumstances, as described in more detatandition11.2 (Enforcement eentsSubordinated Bondisa
Debt Security holdemay institute proceedings in Iceland in order to recover the amounts due frissutre
to suchDebt Security tdlder; and

(ii) the liquidation or bankruptcy of tHesuer.In such circumstances, as described in more detail in Condition
11.2 (Enforcement EvenSubordinated Bondistherelevant Series @ubordinated Bondsill become due
and payable at their outstanding principal amount, together with accrued interest thereon.

A Debt Security Holdemay not itself file for the liquidation or bankruptcy of #ssuer As such, the remedies
available to holders ddubordinated Bondare more limited than those typically available to holders of senior
ranking securities (such as the Unsubordindbebt Securities which may make it more difficult for
Subordinatd Debt Security holder® take enforcement action against bsuer

Subordinated BondsCall options are subject to the prior consent of tREA

Subordinated Bondsiay also contain provisions allowing ttesuerto call them, in certain instances, only after
a minimum period of five years. To exercise such a call optiorissiermust obtain prior written consent of the
FSAas provided irCondition7.15 (FSA Approval).

Holders ofSubordinated Bondsave no rigks to call for the redemption &ubordinated Bondand should not

invest in sucDebt Securitiesn the expectation that such a call will be exercised bystiger The FSA must

agree to permit such a call, based upon its evaluation of the regulatday papition of thessuerand certain

other facts at the relevant time. There can be no assurance tigAhgill permit such a call. Holders of
Subordinated Bondshould be aware that they may be required to bear the financial risks of an inveatment i
Subordinated Bondsor a period of ti me in exc e tssueradthetrigheto mi ni mu
redeem anyebt Securitiesit its option, this may limit the market value of iebt Securitiesoncerned and an

investor may not be abl® teinvest the redemption proceeds in a manner which achieves a similar effective
returnodo above.

In certain circumstances, théssuercan substitute or vary the terms 8ubordinated Bonds

Where the applicable Final Terms specligt Condition7.14 (Substitutionor Variation Subordinated Bondls
applies, if at any time a Capital Event or a Tax Event occurésshemay, subject to obtaining the prior written
consent of th&SA, either substitute all, but not some only, of the rele@tordinatedBondsfor, or vary the

terms of the relevarBubordinated Bondss the case may be, so that they remain or, as appropriate, become,
Qualifying Securities (as defined @ondition7.14, Substitution or VariationSubordinated Bondsas further
provided inCondition7.14. The terms and conditions of such substituted or v&udxbrdinated Bondway have

terms and conditions that contain one or more provisions that are substantially different from the terms and
conditions of the originaBubordinated Bondgrovided that the relevarf@ubordinated Bondeemain or, as
appropriate, become, Qualifying Securities in accordance with the Terms and ConditionBelftt&ecuries

While thelssuercannot makechanges to the terms 8ubordinated Bondthat, in itsreasonable opinion, are
materially less favourable to the holders of the rele@abiordinated Bondss a class, no assurance can be given

as to whether any of these changes will negatively affect any particular holder. In addition, the tax and stamp duty
consequences of holding or disposing of such substituted or \Bulsatdinated Bondsould be different for

some categories dbebt Security Holderfrom the tax and stamp duty consequences for them of holding or
disposing of thésubordinated Bondsrior to such substitution or variation.
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The obligation of the Issuer to pay additional amounts in respect of any withholding or deduction of taxes is
limited to payments of interest under tt&ubordinated Bonds

The obligation of the Issuer to pay additionabamts in respect of any withholding or deduction of taxes imposed
under the laws of Iceland under the Conditions apply only to payments of interest and not to payments of principal
due under the&subordinated BondsAs such, the Issuer is not required to pay any additional amounts under
Condition 9 (Taxation)of the Terms and Conditions of tiiebt Securies to the extent any withholding or
deduction applies to payments of principal underShkordinated Bond#\ccordingly, if any such withholding

or deduction were to apply to any payments of principal undeGth®rdinated Bongghe holders of such
Subordinated Bondmay receive less than the full amount due thereunder. There is some risk under Icelandic law
that withholding or deduction in respect of principal could apply on account of any currency gains deemed to have
arisen when such principal is measured in ISK.

Risks relating to the Debt Securities
The Debt Securities are unsecured and do not have the beaké negative pledge provision

The Debt Securities will be unsecured and do not have the benefit of a negative pledge provision. If the Issuer
defaults on the Debt Securities, or in the event of a bankruptcy, liquidation or reorganisation, theextenthe

that the Issuer has granted security over its assets, the assets that secure those obligations will be used to satisfy
the obligations thereunder before the Issuer could sell or otherwise dispose of those assets in order to make any
payment on théebt Securities. As a result of the granting of such security, there may only be limited assets
available to make payments on the Debt Securities in such circumstances. In addition, there is no restriction on
the issue by the Issuer of other similar sdmsgithat do have the benefit of security, which may impact on the
market price of its securities, such as the Debt Securities, that are unsecured.

In the event of windingup of the Issuer, claims of Debt Security Holders will be subordinated to the Issues
depositors. Deposits have priority to othdebts of the Issuer including the Debt Securities issued under the
Programme.

Conformingto Article 101 of the Act on Financial Undertakings, the claims of senior ranking unsecured debt
instruments, such akd Unsubordinated Debt Securitiessued by thdéssuerare subordinated to the claims of
certaindepositorandwill therefore rank behind certain depositors of the Issuer upon the occurrence of awinding

up or insolvency of the IssueBhould thdssuerenter into windingup proceedingst is possible that there may

not be sufficient assets in the resulting estate to pay the claidebbofSecurity Holders full or at allafter the

claims of those depositors have been plidhe case oSubordinated Bnds the claims of th&ubordinated
Bondsare subordinated to the claims of the depositors of the Issuer in accordanCendition 3.2 (Status of

the Subordinated Bondsnd will therefore also rank behind the depositors of the Issuer upon the occurrence of a
winding up or insolvency of the Issuer. See g8bhe | ssuer &8s obl i g8dndswihbeunder
unsecured ath subordinated)

The terms of the Debt Securities contain provisions which may permit their modification without the consent
of all investors

The Termsand Conditiongontain provisions for calling meetings of Debt Security Holders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all Debt Security Holders,
including Debt Security Holders who did not attend and vote at the relevant meeting and Debt Security Holders
who voted in a manner contraryttee majority.

Risks related to Debt Securities generally

Set out below is a description of material risks relating to the Debt Securities generally:
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The value of the Debt Securities could be adversely affected by a change in law or administrative practice

The Debt Securities, the Coupons and the Talons (other than NCSD System Debt Securities) and any non
contractual obligations arising out of or in connection with them are governed by, and shall be construed in
accordance with, English law. The NCSD SystBebt Securities will be governed by and construed in
accordance with Icelandic lamo assurance can be given as to the impact of any possible judicial decision or
change to Icelandic or English law or administrative practice after the date of thisrBsged®us and any such
change could materially adversely impact the value of any Debt Securities affected by it.

The Debt Securities are obligations of the Issuer only

The Debt Securities will constitute obligations of the Issuer only. An investmerdg Debt Securities involves
a reliance on the creditworthiness of the Issuer. The Debt Securities are not guaranteed by any other natural or
legal person.

In addition, an investment in the Debt Securities involves risk that subsequent changes in tooe petaeived
creditworthiness of the Issuer may adversely affect the market value of the relevant Debt Sdtweitesan be

no assurance that the Debt Securities will be sufficient to pay in full the amounts payable under the Debt Securities
programme

No grossup

Under the Terms and Conditions, all payments in respect of the Debt Securities will be made without deduction

for or on account of withhol di niglandda)x ecsr iampyo speodl ibtyi o ale
or any authoritythereof or therein having power to tax unless such withholding or deduction is required by law,

in which case such deduction will be made by the Issuer.

In the event that any such withholding or deduction is required by law, the Terms and Conditiaciesthequi

Issuer to pay additional amounts in respect of such withholding or deduction subject to customary exceptions see
Condition9 (Taxation) If withholding or deduction arises as a result of one of the circumstances described in
paragraphs (a) tal( of Condition9, the Issuer will not be required to pay such additional amounts and affected
investors will receive interest payments net of such withholding. If, however, the Issuer is required to pay
additional amounts, it will have the option under Conoditr.3to redeem the relevant Debt Securities early.

Paragraph(d) of Condition9 addressearticle 3 ofthelTA, which states that any interest received from Iceland
(outbond payments), such as the interest payabieltiersof Debt Securitieby any peson or entity residing

outside of Iceland is taxable income in Iceland. According to Article 70 (8) of the ITA, the current tax rate on
taxable income under Article 3 (8) is (& der cent. for individuals (only applicable to interest income exceeding
theannual amount of ISKSD,000); and (b) 2 per cent. for legal entities, unless the issue is exempt on the grounds
that the Debt Securities are registered with a securities depository within the EEA or OECD and has been
registered as such. Further exempsiare available to the relevddebt Security Holderi their home countries

or under a double taxation treaty with Iceland.

In April 2013 the Icelandic Parliament adopted an amendment to Article 3(8) of the ITA exempting from taxation
the interest earmeon income by nowomestic entities, from certain debt instruments issued by financial
institutions. This exemption includes bonds registered with a securities depository within the EEA or OECD such
as those issued under this programme. Tleengxionis subject toconfirmation fromthe Directorate of Internal
Revenuelce.Rikisskattstjori)See furthefiNon Icelandic Tax Residents

U.S. Foreign Account Tax Compliance Withholding

Whilst theDebt Securitiesire held within Euroclea€Clearstreano r N CISEDO ()irfiall but the most remote
circumstances, it i s not expected RAMGAD )t hevi Fbr aif g ® c |
amount of any payment received by tlsDs However, FATCA may déct payments made to custodians or
intermediaries in the subsequent payment chain leading to the ultimate investor if any such custodian or
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intermediary generally is unable to receive payments free of FATCA withholding. It also may affect payment to
any utimate investor that is a financial institution that is not entitled to receive payments free of withholding
under FATCA, or an ultimate investor that fails to provide its broker (or other custodian or intermediary from
which it receives payment) with amyformation, forms, other documentation or consents that may be necessary
for the payments to be made free of FATCA withholdidgbt Security Holdershould choose tlirecustodians

or intermediaries with care (to ensure each is compliant with FATCAhar daws or agreements related to
FATCA) and provide each custodian or intermediary with any information, forms, other documentation or
consents that may be necessary for such custodian or intermediary to make a payment free of FATCA withholding.
Thelssue 6 s o bl i g a DabtSecsritiaare dischargedlorce it hamde payment to, as to the order of,

the common depositary tiie common safekeeper fthhe ICSDsand the Issuer has therefore no responsibility

for any amount thereafter transmittedatingh the ICSDsand custodians or intermediarid=urther, foreign
financial institutions in a jurisdiction which has entered into an-gtngernmental agreement with the United

St atleso)( flare generally not expect edA ot an IGAdor anglgu i r ed t
implementing an IGA) from payments they make.

FATCA is particularly complex and its application is uncertain at this time. Prospective investors should consult
their tax advisers on how these rules may apply to the Issuer amghtents they may receive in connection with
the Debt Securities. Prospective investors should refer to the se@RCA withholding )

Investors who purchas®ebt Securitiedn denominations that are not an integral multiple of the Specified
Denomination may be adversely affectedidfinitive Debt Securitiesare subsequently required to be issued

In relation to any issue odbebt Securitieswvhich have denominations consigtiof a minimumspecified
denominatiores speci fied i n t he SgegfipdDenornatibn® plesiomearimore leighens (t h e
integral multiples of another smaller amount, it is possible thatBabhSecuritiesnay be traded in amounts in

exces of the minimum Specified Denomination that are not integral multiples of such minimum Specified
Denomination. In such a caseh@ader of suctDebt Securitiesvho, as a result of trading such amounts, holds an

amount which is less than the minimum SgediDenomination in his account with the relevant clearing system

at the relevant time may not receidebt Securities n  d e f i n DefinitiveeDelft Secunitie® Jn respect

of such holding (shoul®efinitive Debt Securitiede printed) and would nddo purchase a principal amount of

Debt Securitiesuch that its holding amounts to a Specified Denomination.

If suchDebt Securities inlefinitive form are issued, Debt Security Holders should be awarBdfiaitive Debt
Securitieswhich have a denométion that is not an integral multiple of the minimum Specified Denomination
may be illiquid and difficult to trade.

Tax exemptions from withholding may not be availablebéfinitive Bondsare required to be issued

The Icelandic statutory exemption fromithholding only applies to Debt Securities held through a securities
depository in an OECD state, an EU state, an EFTA state or the Faroe Isl@wwldfn definitive form are
issued, Debt Security Holders should be aware that the tax exemption hieeyawvailable. However, the Issuer
will be required to pay the necessary additional amounts @atedition9 (Taxation in such circumstances to
cover any resulting amounts deducted.

Reliance on Euroclear and Clearstream procedures

DebtSecuritiegother than the NCSD System Debt Securitissyied under the Programmmay be represented

on issue by one or mo@lobalBondsr e pr esenting the whol e GiobaiBord®d p a l amo
that may be delivered to@ommonDeposibry or CommonSafekeeper for Euroclear and Clearstream. Except in

the circumstances described in each Gld&waid investors will not be entitled to receiB®ndsin definitive

form. Each of Euroclear and Clearstream and their respective direct and indirect participerasteiin records

of the beneficial interests in each GloBalnd held through it. While th®ebt Securitiegother than the NCSD
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System Debt Securitieaje represented by a GlolBdnd, investors will be able to trade their beneficial interests
only through the relevant clearing systems and their respective participants.

While theBonds(other than the NCSD System Debt Securitigs)represented by Global Bonds, the Issuer will
discharge its payment obligation under ebt Securies by making paymets through the relevant clearing
systems. A holder of a beneficial interest in a Global Bond must rely on the procedures of the relevant clearing
system and its participants to receive payments und@ahds The Issuer has no responsibility or liabilioy

the records relating to, or payments made in respect of, beneficial interests in any Global Bonds.

Holders of beneficial interests in Global Bonds will not haveirect right to vote in respect of tBondsso
represented. Instead, suntiders will be permitted to act only to the extent that they are enabled by the relevant
clearing system and its participants to appoint appropriate proxies.

Floating RateDebt Securitiegeferencing or linked to benchmarks

Reference rates and indices, including iesémrate benchmarks, such as the London Interbank Offered Rate
(IHBOR0) and the Euro | EURRBOR@aNk wWHifehedr Ratteed iito det
payabl e under financi al i nstr ume mBerchmarkd haveginrec@it ue of
years, been the subject of political and regulatory scrutiny as to how they are created and operated. This has
resulted in regulatory reform and changes to existing Benchmarks, with further changes anticipated. These reforms

and changes mgacause a Benchmark to perform differently than it has done in the past or to be discontinued. Any
change in the performance of a Benchmark or its discontinuation, could have a material adverse effect on any

Debt Securitieseferencing or linked to such Behmark.

In 2012, a review, undertaken at the request of the UK government, on the setting and usage of LIBOR, resulted
in an initiative to devise new methodologies for determining representativebartkrlending rates and,
ultimately, eged catksdtbaniskmayrbe used as an alternat.i

Foll owing this review, the | nter nadSC@nalcrragaeendi saa ttiacsr
to draft principles to enhance the integrity, reliability amveérsight of Benchmarks generally. This resulted in

publication by the Board of IOSCO, in July 2013, of nineteen principles which are to apply to Benchmarks used

in financi alOSCQ&®rinkipesds) . ( tThhee A OSCO Princi plmeworkgor ovi de ¢
Benchmarks used in financial markets and are intended to promote the reliability of Benchmark determinations

and address Benchmark governance, quality and accountability mechanismsndarmaF Stability Board

( FSBO ubsequently undertookraview of major interest rate Benchmarks and published a report in 2014,

outlining its recommendations for change, to be implemented in accordance with the IOSCO Principles. In
addition, in June 2016, the Benchmark Regulation came into force. The BendRetardation implements a

number of the IOSCO Principles and the majority of its provisions applied from 1 January 2018.

In a speech on 27 July 2017, Andrew Bailey, the Chief Executive of the FCA, questioned the sustainability of
LIBOR in its current formand advocated a transition away from reliance on LIBOR to alternative reference rates.

He noted that currently there is wide support among the LIBOR panel banks for voluntarily sustaining LIBOR

until the end of 2021, facilitating this transition. Attheé of t hi s period, it is the F
be necessary to sustain LIBOR through its influence or legal powers by persuading or obliging banks to submit

to LIBOR. Therefore, the continuation of LIBOR in its current form (or at all) @1 cannot be guaranteed.

Any changes to the administration of LIBOR or the emergence of alternatives to LIBOR as a result of these
reforms, may cause LIBOR to perform differently than in the past or to be discontinued, or there could be other
conseqences which cannot be predicted. The potential discontinuation of LIBOR or changes to its administration
could require changes to the way in which the rate is calculated in respectdé@ngecuritieseferencing or
linked to LIBOR. The development dternatives to LIBOR may result Debt Securitieinked to or referencing
LIBOR performing differently than would otherwise have been the case if such alternatives to LIBOR had not
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developed. Any such consequence could have a material adverse effectvafué of, and return on, abebt
Securitiegeferencing or linked to LIBOR.

Furthermore, even prior to the implementation of any changes, uncertainty as to the nature of alternative reference
rates and as to potential changes to such Benchmark menssalyvaffect such Benchmark during the term of the
relevantDebt Securitiesthe return on the relevabebt Securitiesind the trading market for securities based on

the same Benchmark.

The ATer ms and DebioSeadritiadi @m o v 0 fdrefalliaek rarrangementsimn the event that a
published Benchmark, including an inteaink offered rate such as LIBOR, EURIBOR or other relevant reference
rates (including, without limitation, midwap rates), (including any page on which such Benchmarkbmay
published (or any successor service)) becomes unavailable or a Benchmark Event otherwise occurs, including the
possibility that the rate of interest could be set by reference to a successor rate or an alternative reference rate and
that such successate or alternative reference rate may be adjusted (if required) in order to reduce or eliminate,
to the fullest extent reasonably practicable in the circumstances, any economic prejudice or benefit (as applicable)
to investors arising out of the replacemefthe relevant Benchmark, all as determined bylghaer(acting in

good faith and in consultation with an Independent Adviser). In certain circumstances the ultimate fallback for
the purposes of calculation of interest for a particular Interest Pedgdesult in the rate of interest for the last
preceding Interest Period being used. This may result in the effective application of a fixed rate for Floating Rate
Debt Securitiebased on the rate which was applied in respect of a previous Interest Bexiapplication of the

relevant Rate of Interest for a preceding Reset Period. The Issuer will not, however, be required to replace any
benchmark or make consequential amendments to the Terms and Conditions D&kdngecuritiesin
circumstances wheieconsiders that doing so could reasonably be expected to prejudice the qualification of any

of its Subordinated Bondss Tier 2 Capital

In addition, due to the uncertainty concerning the availability of successor rates and alternative reference rates
and the involvement of an Independent Adviser, the relevant fallback provisions may not operate as intended at
the relevant time.

Any such consequences could have a material adverse effect on the trading market for, liquidity of, value of and
return on anysuchDebt SecuritiesMoreover, any of the above matters or any other significant change to the
setting or existence of any relevant reference rate could affect the abilitylsfulkdo meet its obligations under

the Floating Rat®ebt Securitie®r cauld have a material adverse effect on the value or liquidity of, and the
amount payable under, the Floating Raeht Securitiesinvestors should consider these matters when making
their investment decision with respect to the relevant FloatingRditSecurities

Risks related to the market generally

Set out below is &rief description ofthe principalmarket risks, including liquidity risk, exchange rate risk,
interest rate risk and credit risk:

Interest rate risk

Interest rate risk occur when fixedterest period or interest basis for assets and liabilities do not coincide.
Investments in Fixed Rate Debt Securities involves the risk that subsequent changes in market interest rates may
adversely affect the value of the Fixed Rate Debt Securitiesariet interest rate subsequently increases above

the rate paid on the Fixed Rate Debt Securities, this will adversely affect the value of the Fixed Rate Debt
Securities. Investments in Floating Rate Debt Securities will involve a risk of interestaagesh

The secondary market generally

Debt Securities may have no established trading market when issued, and one may never develop. If a market
does develop, it may not be very liquid. Additionally, the market places concerned may be closed, or temporary
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restrictions may be imposed. Therefore, investors may not be able to sell their Debt Securities easily or at prices
that will provide them with a yield comparable to similar investments that have a developed secondary market.
This is particularly the cader Debt Securities that are especially sensitive to interest rate, currency or market
risks, are designed for specific investment objectives or strategies or have been structured to meet the investment
requirements of limited categories of investors. Ehggpes of Debt Securities generally would have a more
limited secondary market and more price volatility than conventional debt securities.

The Debt Securities have not been, and will not be, registered under the Securities Act or any other applicable
securities laws and they are subject to certain restrictionthe resale and other transfer theréa$ set forth
u n d BellingfRestrictiond).

Lack of liquidity in the secondary markehay adversely affect the market value of the Debt Securities

Therecan be no assurance that a secondary market for any of the Debt Securities will develoghev@alit
Securities will be listed or admitted to trading on any market

The Issuer could enter into a market making agreement with a third party withgatiohlto submit bid and ask
offers in the relevant Debt Securities on a daily basis. Such an agreement would always be subject to a maximum
amount relatively small in relation to the size of each Series of the Debt Securities.

llliquidity may have a sevety adverse effect on the market value of the Debt Securities.

Exchange rate and exchange control

Theissuer will pay principal and interest on the Debt Securities in the Specified Currency. This presents certain
risks relating to currency conversionsif investor's financiactivities are denominated pdipally in a currency

or currency unit (thelh v e s tCarrericyg’) other than the Specified Currency. These include ile that
exchange rates may significantly change (including changes due taatealof the Specified Currency or
revaluation of the Investor's Currency). An appreciation in the value of the investor's Currency relative to the
Specified Currency would decreasethe Investor's Currenegquivalent yield on th®ebt Securitiesii. the
Investor's Currenegquivalent value of the principal payable on thebt Securitiesand iii. the Investor's
Currencyequivalent market value of the Bonds.

Government and monetary authorities may impose (as some have done in)tbeghastge contrslthat could
adversely affect an applicable exchange rate or the ability ¢ésher to make payments in respect of the Debt
Securities. As a result, investors may receive less interest or principal than expected, or no interest or principal.

Exchangeate risk will be mitigated by the use of the Currency Swaps and by matching interest rate flow with the
maturity of loan ad other assets of the Issuer.

Investor holding Debt Securities which are not denominated in the investor’'s home currency witldes é&p
movements in exchange rate adversely affecting the value of his holding.

Trading in clearing systems

In relation to any issue &ondswhich have a minimum denomination and are tradable in the clearing systems in
amounts above such minimum denoation, shouldefinitive Bondsbe required to be issuedhalder of such
Bondswho does not have an integral multiple of the minimum denomination in his account with the relevant
clearing system at the relevant time may not receive all of his entitlémiat form ofDefinitive Bondsunless

and until such time as his holding becomes an integral multiple of the minimum denomination.

Judicial considerations may restrict certain investments

The investment activities of certain investors are subjettlés and regulations and/or review or regulation by
certain authorities. Each potential investor should consult his legal advisers or responsible supervisory authority
in order to determine whether and to what extent the investor has the opportunigstarirthe Debt Securities.
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Credit ratingsassigned to the Issuer or any Ded¢curitiesmay not reflect allthe risks

One or more independent credit rating agencies may assign credit ratings to the Issuer or the Debt Securities. The
ratings may not refict the potential impact of all risks related to structure, market, additional factors discussed
above and other factors that may affect the value of the Debt SecuYitie=dit rating may not reflect all risks
associated with an investment in the Debt8ities ands not a recommendation to buy, sell or hold securities

and may be revised, suspended or withdrawn by the rating agency at any time.

In general, European regulated investors are restricted Redgration(EC) No. 1060/200@n Credit Rating
Agencieq t ICRA Regulationo jrom using credit ratings for regulatory purposes, unless such ratings are issued
by a credit rating agency established in the EU and registered under the CRA Regulation (and such registration
has not been withdrawn or sesigled), subject to transitional provisions that apply in certain circumstances whilst
the registration application is pending. Such general restriction will also apply in the case of credit ratings issued
by norEU credit rating agencies, unless the rehitwaedit ratings are endorsed by an-tedistered credit rating

agency or the relevant ndflJ rating agency is certified in accordance with the CRA Regulation (and such
endorsement action or certification, as the case may be, has not been withdrawpendess The list of
registered and certified rating agencies ESMADb) shed
on its website in accordance with the CRA Regulation is not conclusive evidence of the status of the relevant
rating agencyricluded in such list, as there may be delays between certain supervisory measures being taken
against a relevant rating agency and the publication of the updated ESMZetistin information with respect

to the credit rating agencies and ratings wildiselosed in the Final Terms

Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to investment laws and regulations, or review or
regulation by certain authorities. Each potentiakster should consult its legal advisors to determine whether
and to what extent (Debt Securitieare legal investments for it, (Rebt Securitiesan be used as collateral for
various types of borrowing and (3) other restrictions apply to its puradragkedge of anypebt Securities
Financial institutions should consult their legal advisors or the appropriate regulators to determine the appropriate
treatment oDebt Securitiesinder any applicable ridkased capital or similar rules

41






assignments and outsourctgt audit of the Issuer to Grant Thornton endurskodun ehf., registered office at
Sudurlandsbraut 20, 108 Reykjavik, Iceland, for the financial years 2015tiley@ad 2019. The | ssuer
auditor has not resigned, been removed nor reappointeddine aforementioned period. David Arnar Einarsson

and Sturla Jonsson were the auditors on behalf of Grant Thornton endurskodun ehf., for the financial years 2015

till year-end 2019. They are members of the Institute of State Authorized Public Acceunti@land.

The I6s sAunenru a | Gener al Meeting which was scheduled to
unt il 22 April 2020-18upandetmhe, caleened COWNEDNaAati onal
statutory amandioal fyeart h20 20. The National Audi t Oof f
PricewaterhofPwGdepgéesseekbtl. office at Sk-garhl 28w 12, :
Tryggvad-ttir is appointed at hree mbedi todr tchre Hdenbsalift udfe
Public Accountant in lceland.

In accordance with Art. 90 of the Act on Financial Undertakings, an auditor of a financial undertaking shall be
elected for a five year term and the same auditor or audit firmllshot be reelected until five years have passed

from the term previously concluded. Grant Thornton had audited the Issuer for five years at the end of the financial
year 2019.

DOCUMENTS INCORPORAT ED BY REFERENCE

This Base Prospectus is to be read irjuuetion with all documents which are deemed to be incorporated herein

by reference. This Base Prospectus shall be read and construed on the basis that such documents are incorporated
and form part of this Base Prospectiibe following information which has beerpu bl i shed on t he
website or are published simultaneously with this Base Prospects and have been filedm8t#hdhd shall be

incorporated by reference in and form a part of this Base Prospectus.

1 Thereviewed condensed consolidatedrimt financial statements of the Issuer for the first three months ended
31 March 2020, together wit h 2026Fnanaial Statementsdhereonie por t o

https://corporate.landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consélidateib!
ReportQ1-2020EN.pdf

1 TheauditedConsolidated Financial Statements of the Issuer fofithacial year ended 31 December 2019,
together with the audit report thereon;

https://corporate.Landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consélidatein!
Report2019-EN.pdf

1 TheauditedConsolidated Financial Statements of the Issuer fofithacial year ended 31 December 2018,
together \ith the audit report thereon;

https://corporaté.andsbankinrcom/uploads/documents/arsskyrsluroguppgjor/Consolickiteahcial
Report2018EN.pdf

DOCUMENTS ON DISPLAY

For the period of 12 months following the date of this Base Prospectus copies of the following documents are
avail able for vi ewi nwyw.landsbabkimreiandasts ue h é s | we tofidetats , r egi s
Austurstreeti 11, 155 Reykjavik, Iceland:

T The I ssuerds Articles of Association.

1 This Base Prospectus, dateslJune2020

1 TheAudited Consolidated Financial Statements of the Issuer for the yea8saR@1208 together with
the audit reports prepad therewith
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https://corporate.landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consolidated-Financial-Report-Q1-2020-EN.pdf
https://corporate.landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consolidated-Financial-Report-Q1-2020-EN.pdf
https://corporate.landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consolidated-Financial-Report-2019-EN.pdf
https://corporate.landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consolidated-Financial-Report-2019-EN.pdf
https://corporate.landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consolidated-Financial-Report-2018-EN.pdf
https://corporate.landsbankinn.com/uploads/documents/arsskyrsluroguppgjor/Consolidated-Financial-Report-2018-EN.pdf

1 The most recently published audited annual financial statements of the Issuer and the most recently
published reviewed interim financial statements of the Issuer, in each case together with any audit or
review reports prepared in connectiorriwith.

1 Allissued Final Terms and any future Final Terms, supplements to this Base Prospectus and any other
documents incorporated into this Base Prospectus by reference.

THIRD PARTY INFORMAT ION

Information in this Base Prospectus is not based ost#tements of external specialists or third party other than
publicly available information published by governmental entities. In such instances the information has been
accurately reproduced and as far as the Issuer is aware and is able to ascéaietin have been omitted which
would render the reproduced information inaccurate or misleading

LISTING AND VALIDITY OF THIS BASE PROSPECTUS

1 This Base Prospectus is valigthin twelve months from the date of this Base Prospectus. The obligation
to supplerant this Base Prospectus in the event of significant new factors, material mistakes or material
inaccuracies will not apply when the Basedprectuss no longewalid.

1 Series of Debt Securitigssued under the Programme have been admittécding ona regulated
marketof Nasdaq Iceland

1 Applications may be made for new seriebebt Securitiegsssued under the Programme to be admitted
to tradingon a regulated market f or t he pur poses MilD O Which basbeerv e 200 4
implemented in Iceland through the Act on Securities TransactodsAct on Stock Exchanges No.
110/2007pr f or the purpose of Directive 20I1MRFDAI%/)EU on M
which will be implemented into Icahdic law on MiFID Il Implementation Date

1 The Programme also provides that the Issuer may issue Debt Securities that will not be admitted to
trading on any market.

SUPPLEMENTS TO THIS BASE PROSPECTUS

Following the publication of this Base Prospectus anmare supplements may be prepared by the Issuer and
approved by th&SA in accordance with Articl@3 of the ProspectuRegulation Statements contained in any

such supplements (or contained in any document incorporated by reference therein) shalt¢otlapplicable

(whether expressly, by implication or otherwise), be deemed to modify or supersede statements contained in this
Base Prospectus. Any statement so modified or superseded shall not, except as so modified or superseded,
constitute a part c¢his Base Prospectus.

In the event of any significant factor arising or any material mistake or accuracy relating to the information
included in this Base Prospectus which is capable of affecting the assessment of any Debt Securities or any change
in the condition of the Issuer which is material in the context of the Programme or the issue of Debt Securities,
the Issuer will prepare and publish a supplement to this Base Prospectus or publish a new prospectus for use in
connection with any subsequent issfi®ebt Securities.

ABBREVIATIONS AND DE FINITIONS

Act on Actions to Combat Mone Act No. 140/2018on Actions to Combat Money Launderir
Laundering and Terrorist Financing and Terrorist Financing
Act on Financial Undertakings Act No. 161/2002 ofrinancial Undertakingéas amended)
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Act on Prospectus for Public Offering
Admission to Trading

Act on Securities Transactions

AGM

API

AT1
Bankruptcy Act

Base Prospectus

Basel Il

Basel Committee

BRRD

CA

CBR
CentralBank
CEO

CET1

CFO

CRA Regulation

CRDand CRD IV
CRM

CRR

EAD
ECL
ECOFIN
EDW
EEA

Act No. 14/2020 on Prospectus to be published when secu
are offered to the public or admitted to trading on a regul
market (Ice. L6g um lysinguerdbréfa sem bodin eru i almeni
Utbodi eda tekin til vioskipta & skipulegum verdbréfamark
nr. 14/2020).

Act No. 108/2007 on Securities Transactions, as amended
L6g um verdbréfavioskipti nr. 108/2007).

Annual General Meeting.

Application Program Interface.

Additional Tier 1.

Act No. 21/1991 omBankruptcy(as amended).

This Base Prgpectus datedl5 June 2020 and issued by
Landsbankinn

Amendments to thBasel Committee on Banking supervisior
framework.

The Basel Committee on Banking Supervision

EU Bank Recovery and Resolution Directive No. 59/2014
amended).

Current Account.

Combined Buffer Requirement.
The Central Bank of Iceland
Chief Executive Officer
Common Equity Tier 1

Chief Financial Officer

Regulation (EC) No. 1060/20@th Credit Rating Agenciggas
amended)

Capital RequirementSirective 2013/36/EU(as amended).
Customer Relationship Management.

EU regulation No. 575/2013 on prudential requirements
credit institutions and investment firms (amending Regula
(EU) No 648/2012.

Exposure of Default

Expected Credit Loss.
Economic and Financial Affairs
Enterprise Data Warehouse.

European Economic Area
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EEA Agreement

EFTA

EmergencyAct

Employee Shareholders

EMTN

ESMA

FATCA

FFI

FSA
ForeignExchange Act
FSC

FX

GDP

Group

HCA
HR
ICAAP
Ice.
Iceland

ICSD

ICT

IGA

IFRS
IRB

The Agreement on the European Economic Area (EEA) wi
entered into force in 1 January 1994 and was incorpoiatiec
Icelandic legislation with Act No. 2/1993 on Europe
Economic Area (Ice. L6g um Evropska efnahagssviedid

European Free Trade Association; the International free 1
organization of Iceland, Norway, Switzerland and Lichtenst

Act No. 125/2008, on the Authority for Treasu
Disbursements Due to Special Financial Market Circumsta
etc (as amended).

Current and former employees of the Issuer that
shareholders in the Issuer

Euro Medium Tem Note.

The European Securities and Markets Authority

The U.S. Foreign Account Tax Compliance Act

A foreign financial institution as defined in FATCA.
Financial Supervisory Authority of the Central Bank of Icela
Act No. 87/19920n Foreign Exchang@s amended).
Financial Stability Counsel

Foreign Exchange.

GrossDomesticProduct

Landsbankinn hf., Reg. No. 47160880, having its registere
office at Austurstreeti 11, 158eykjavik, Iceland including its
subsidiaries.

Housing and Construction Authority.

Human resources

Internal Capital Adequacy Assessment Pracess
Icelandic

Republic of Iceland

Euroclear, Clearstream Luxemboagd NCSD as defined i
Condition 1 in Terms and Conditions in this Base Prospect

Information and Communication Technology.

Jurisdictions (including Iceland) that have entered into, or f
agreed in substance to intergovernmental agreemsdifitghe
United States to improve International Tax Compliance an
implement FATCA.

International Financial Reporting Standards.

Internal Rating Based
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IRS
ISFI
ISDA
IT

ITA
ITIL
LBI ehf.

LCR
LGD
MiFID
MiIFiD Il

MIFID Il Implementation Date

MiFIR

MREL
NSFR
OECD
PD

Prospectus Regulation

PSD2

PwC

REA

Rules on Foreign Exchange

Rules on Foreign Exchange Balances

Rules on Liquidity Ratios

S&P
SME

The U.S. Internal Revenue Service

The Icelandic State Financilvestments
International Swaps and Derivatives Association.
Information Technology.

Act No. 90/2003 ofincome Tax Ac{as amended).
The Information Technology Infrastructure Library.

LBI ehf., formerly Landsbanki islands hf., Reg. No. 5402
2259,Armula 21, 108 Reykjavik Iceland.

Liquidity Coverage Ratio

Loss Given Default

Markets in Financial Instruments Directid®. 2004/39/EC
Markets in Financialnstruments Directive No. 2014/65/EC.

The day of implementation of the MIFID Il into the Icelanc
law.

Regulation on Markets in Financial Instruments No. 600/2
as amended).

Minimum Requirement for own funahd Eligible Liabilities.
Net Stable Funding Ratio

Organisation for Economic Gaperation and Development
Probability of Default

Regulation (EU) 2017/1129 of the European Parliament ar
the Council of 14une 2017.

Revised Payment Service Directive No. 2015/2366,
amended).

PricewaterhouseCoopers ehf., Reg. No. 6908839,
Skégarhlio 12, 105 Reykjavik.

Risk Exposure Amount.

The Centr al Banko6s Rul2e0201n
(as amended).

The Centr al Bankdés Rules o
7842018, (as amended).

The Central Bicuidity Ratios,RNo.| 2868201
(Ice. fAReglur um lausafjarhlutfall lanastofnanna, |
266/2016) , (as amended) .

I nternational rating agenc

Small andMedium sizedEnterprises
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Special Reserve Requirements Rules

Special Tax on Financial Institutions

SREP
Supreme Court
TPP

UCITS

Q

Rules on Special Reserve Requirements for new fore
currency inflows, No. 223/2019, (as amended).

Act No. 155/2010 on Special Tax on Financial Institutions
amended).

Supervisory Review and Evaluation Process
The Supreme Court of Iceland
Third party payment service provider.

Undertakings for Collective Investments in Transfera
Securities

Quarter
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APPLICABLE FINAL TER MS

Set out below is the form of Final Terms which wiltbmpleted for each Tranche of Debt Securities issued under
the Programme.

[MI FI D I 1 PRODUCT GOVERNANCE S/lol TRARGHTo rMARWKEE Tpur pos e s
manuf adét uprreord uct approval process, the target ma r Kk
Secuties has |l ed to the conclusion that: (i) t he
counterparties and professional clients only, each
iMi FI ®)ajnld (i i) all channedlst fQec dristtire Hutto oel iodi Whlhe
professional clients are appropriate. Any person s
Debt Secfidristtiréyh@Geolrd take into conscddratgiedn mahl & eme
assexnndm however, a distributor subject to MiFID 11
mar ket assessment in respect of t he Debt Securi

manuf adstbubreerrget mar ket assessmentydiandi et éeomi chagn

[ PROHI BI TI ON OF SALES TO EEA AND hBk bRE TSfelxlue|iMd BEeSST OF
intended to be offered, sold or otherwise made avai
be offered, sold ortotarey wi steaimadienaeat éabile t he Eu
AEEAYDPr in the Uni tiekb )Kdrn gtdlbers g ttheer poses, a retail i
who is one (or more) of: (i) a retail chDhilidhb5a4a&Udef
(as am@vidddMI FI D I'1']; (ii) a customer within the m
amendedi ndhreance Distodwhudrieont IDdtr ecti$ vemer woul d
professional client asldefi({bpdofnMpBI DBt (LO0Odroti AT

as defined in Prospectus Regul ation. Consequently
Regul ation (EU) ARANRI 11P2s8 6R é2§0dlkda t(ftbheer i nQe btr Sedrii ngi ¢ &
ot hesrewimaking them available to retail i nvestors in
therefore offemDiebhdg Srercwmebt hegwitde making them avai
investor in the EEA or in the Réurmay imen.dnl awf ul u i

[l n connection with Section 309B of the Securities
ASF&Aand the Securities and Futures (Capital Mar ket s
ACMP ReguR@afidopes | ssuer has rdehtyermotniefdi, esanal Iherel ev
defined in Section 30DAaKtl) Se[andjei SF[Agre thmatt] threes
mar kets products (as defined in the CMP Regulatio
Il nvest ment sPrdeedumtesd (ian MANSL 2NotNoctei cRFA0oN0 4t he Sal e
Products and MMIS6 NoNdtcieceFAAN Recommendatyi on on I nve

12 For anyDebt Securitieso be offered to Singapore investors, the Issuer to consider whether it needsssifg theDebt
Securitiespursuant to Section 309B of the SFA prior to the launch of the offer. For example, wher®&w#s®ecurities
are issued
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[Date]

LANDSBANKINN HF.

Legal entity identifier (LEI): 549300TLZPT6JELDWM92

Issue of [AggregateNominal Amount of Tranche] [Title of Debt Securities]
under the ISK [50,000,000,000]

Debt Issuance Programme

PART AT CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions of the Debt
Securities set forth in the Base Prospectus diiddine2020and any supplements if applicable. This document
constitutes the Final Terms tfie Debt Securities described herein for the purposes of Agi¢® of the
ProspectuRegulation as amended (which includes the amendments madRegylation 2017/1129/EUjnd

must be read in conjunction with the Base Prospectus and any supplensgkcéble, which constitute a base
prospectus for the purposes of the Prospdeggilation Full information on the Issuer and the offer of the Debt
Securities is only available on the basis of the combination of these Final Terms and the Base ®evspaniu
supplements, if applicable. A copy of said Base Prospectus and any supplements are available for viewing at the

i ssuer 0lttpsu/egabkmi.landsbankinn.is/fiarfestaaffnognun/

[ nclude whichever of the following apply or specify
remain as set out below, even i f ONot Applicabled is
denote directions facompleting the Final Termis.

[When adding any other final terms or information consideration should be given as to whether such terms or
i nformation constitutes Asignificant new factorso andc
Prospectus under Articl23 of the Prospectus DirectiVe.

1. Issuer: Landsbankinn hf.
2.

i. Series Number: [ ]

ii. Tranche Number: [ ]

(If fungible with an existing Series, details of that Seri
including the date on which the Debt Securitizscome

fungible)
3. Specified Currency or Currencies: [ ]
4, Aggregate Nominal Amount:
i. Series: [ ]

50


https://bankinn.landsbankinn.is/fjarfestar/fjarmognun/

ii. Tranche:

5. Issue Price:

6. Specified Denominations:

i. Specified Denominations:

ii. Calculation Amount:

i Issue Date:

ii. Interest Commencement Date:

8. Maturity Date:

9. Interest Basis:

10. Redemption/Payment basis:

[ ]

[ ] per cent. of the Aggregate Nominal Amount [plus accrt
interest from insert daté (if applicable]

[ ]

(Notei where Bearer Bonds with multiple denominations ab
G6100,000 or equivalent are
wording should be followed:

0Oulo00,000 and i nt egr ackss timuebof
up to and including 0199,0
form wild| be issued with a

(N.B. If an issue of Debt Securities is (i) NOT admitted
trading on a European Economic Area exchange; and (ii) ¢
offered in the European Economic Area in circumstances wi
a prospectus is not required to be published under
Prospectufkegulation t he 0100, 000 mi

not required)

[ ]

(If only one Specified Denominatioinsert the Specified
Denomination. If more than one Specified Denomination, in
the highest common factor. Note: There must be a com
factor in the case of two or more Specified Denominations.

[ ]
[specifylssue Date/Not Applicable]

[Specify date or (for Floating Rate Debt Securibyderest
Payment Date falling in or nearest gpgcify month and yegr

[Inflation Linked Interest]
[[ ]per cent. Fixed Rate]

[[LIBOR/EURIBOR/REIBORSApecify othdr+/- [ ] per cent.
Floating Rate]

[Zero Coupon]
[Not Applicablespecify othdr
(see paragraph [17]/[18]/[19]/[20]/[21])/[22] below)

[Subject to any purchase or cancellation or early retiemp
the Debt Securities will be redeemed on the Maturity Date
] per cent. of their nominal amount]

[specify othdr
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11.

12.

13.

14.

15.
16.

Change of interest basis or
redemption/Payment basis:

Investor Put/Issuer Call:

Status of the Debt Securities:

(If Subordinated Bondsclude:)

@

Redemption upon occurrence o
Capital Event:

(i) Substitution or variation:

Approval for Issuance of the Debt
Securities:

Method of Distribution:

Calculation Agent:

[For the period from (and including) the Intere
Commencement Date, up fbut excluding) [date] paragrap
[19/20] applies and for the period from (and including) [dal
up to (and including) the Maturity Date, paragraph [19/.
applies]Bpecify othgfNot Applicable]

[Investor Put]
[IssuerCall]
[Not Applicable]

(If applicablefurther particulars specified in paragraphs32
and )

[Unsubordinated/Subordinated]

[Applicable-Condition 7.13 applies/Not Applicable]

[Applicable-Condition 7.14 applies/Not Applicable]

Date of Board approval for issuance of Debt Securiti
obtained:

[Date/Not Applicable]

(N.B. Only relevant where Board (or similar) authorization
required for the particular Tranche of Debt Securilies

[Syndicated/Norsyndicated]

[Issuef(specify othe)

PROVISIONS RELATING TO INFLATION LINKED ANNUITY BONDS

17,

I nfl ation Linked

Rate(s) of Interest:

Number of Interest Payment
Dates:

Interest Payment Date(s):

[ Applicabl e/ Not Applicabl e

(l'f not applicable, del etfe
paragraph

[ ] per cent . per[ aammoa@in
annually/quarterly/ monthly
[ ]

The [] ] day(s) in the mc

including the Maturity Dat
[ 1.
(Amend appropriately in th
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Vi.

Vii.

Number of Principal Payment
Dates:

Principal Payment Date(s):
Day Count Fraction:

Base Index

[On each Interest Payment Date/Maturity D@pegcify othgr
[30/360/Actual/Actual (ICMA)/Bpecifyothed]

Me antso [be ]i,nsbeeritnegd t he
insdrted

vtad u

PROVISIONS RELATING TO INFLATION LINKED EQUAL PRINCIPAL PAYMENT BONDS
INCLUDING BONDS WITH ONE PAYMENT OF PRINCIPAL ON MATURITY DATE

18.

Inflation Linked Equal

Payment Bonds:

Vi.

Vii.

Rate(s) of Interest:

Number ofinterest Payment
Dates:

Interest Payment Date(s):

Number of Principal Payment
Dates:

Principal Payment Date(s):
Day Count Fraction:

Base Index:

Principal [Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of
paragraph

[ 1per cent. per annum [payable [annually/semi
annually/quarterly/monthly] in arrears]

[ ]

The [] ] day(s) in the 1
including the Maturity Dat
[ 1.

(Amend appropriately in th

[ ]

[On each Interest Payment Date/Maturity D&jegcify othgr
[30/360/Actual/Actual (ICMA)/Bpecify othdt

Means {o be insertel] being the value ofthe CPI on fo be
inserted

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

19.

Fixed Rate Bond Provisions:

Rate(s) of Interest:

Interest Payment Date(s):

[Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of tr
paragraph

[ ] per cent. per annum [payable[annually/semi

annually/quarterly] in arrears]

The ][ [day(s) 1in
including the
being [ ] .

the month(s
Maturity Dat

( Amempdhropriately in the ca
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20.

Vi.

Vii.

Fixed Coupon Amount(s):

Broken Amount (s):

Day Count Fraction:

Determination Date(s):

Other terms tating to the
method of calculating interest
for Fixed Rate Bonds:

Floating Rate Bond Provisions:

Vi.

Specified Period(s)/Specified
Interest Payment Dates:

Business Day Convention:

Additional Business Centre(s):

Manner in which the Rate o
Interest and Interest Amount i
to be determined:

Party responsible for calculatin
the Rate of Interest and Intere
Amount (if not Fiscal Agent):

Screen Rate Determination

i. Reference Rate:

[ ]per Calculation Amount/[Not Applicable]
(Applicable to Debt Securi

[[ ]per Calculation Amount, payable on the Interest
Payment Date falling [infon] [ ]][Not Applicable]

(Applicable to Debt Securities in definitive form)
[30/360] [Actual/Actual (ICMA)] Bpecify othgr

[[] in each year] [ Not Appl:i

Only relevant where Day Count Fraction is Actual/Actual
(ICMA). In such a case, insert regular interest payment dat
ignoring issue date or maturity date in the case of a long or
short first or last coupon

[Nonedgive detail$

[Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of tr
paragraph

[ ]

(NB: Specify the Specified Period(s)/Specified Interest
Payment Date(s))

[Floating Rate Convention/Following Business Day
Convention/Modified Following Business Day
Convention/Preceding Busine®ay Conventiorgpecify
othef

[SpecifyNone]

[Screen Rate Determination/ISDA Determinatgp@cify
othef

[Specify/Not Applicable]

[Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of tr
paragraph

[ ]

ReferencdRate: [ ] month
[LIBOR/EURIBOR/REIBORSpecify otheiNot Applicablé

(Either LIBOR, EURIBOR, REIBOR or other, although
additional information is required if othgr
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21.

ii. Interest Determination
Date(s):

iii. Relevant Screen Page:

vii. ISDA Determination:

iv. Floating Rate Option:
v. Designated Maturity:

vi. Reset Date:

viii. Other determination:

ix. Linear Interpolation:

X.  Margin(s):
xi. Minimum Rate of Interest:
xii. Maximum Rate of Interest:

xiii. Day Count Fraction:

xiv. Fallback provisions, rounding
provisions and any other terms
relating to the method of
calculating interest on Floating
Rate Bonds, if different from
those set out in the Terms and
Conditions:

Xv. Maximum Interest Amount:

Zero Coupon Bond Provisions:

[[ 1/Not Applicable]

(Second London Business day ptiothe start of each
Interest Period if LIBOR (other than Sterling or euro LIBOR
first day of each Interest Period if Sterling LIBOR and the
second day on which the TARGET?2 System if EURIBOR o
euro LIBOR) and second Reykjavik Business Day of each
interest period if REIBOR

(NB: Specify the Interest Determination Date(s))
[[ }/Not Applicable]

(Give details)

[Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of tr
paragraph

[[ 1/Not Applicable]
[[ 1/Not Applicable]
[[ INot Applicable]

(In the case of a LIBOR or EURIBOR based option, the fir:
day of the Interest Peridd

[Applicable/Not Applicable]
(If applicable, give details

[Not Applicable/Applicablethe Rate of interest for the
[long/short][first/last] Interest Period shall be calculated usil
Linear Interpolationgpecify for each short dong interest

period)]

[+/-][ ] per cent. per annum/Not Applicable
[[ ]per cent. per annum/Not Applicable]

[[ ]per cent. per annum/Not Applicable]

[[30/360] [Actual/Actual (ISMA)] [Specify othgfNot
Applicable]

[Applicable/Not Applicable]

[Applicable/Not Applicable]

[Applicable/Not Applicable]
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22.

PROVISIONS RELATING TO REDEMPTION
23.

Accrual Yield:

Reference Price:

Any other formula/basis of

determining amount payable:

Day Count Fraction in relatior
to Early Redemption Amount:

and late payment:

Commercial PaperProvisions:

Issuer Call:

Discount yield:

Reference Price:

Any other formula/basis of

determining amount payable:

Day Count Fraction in relatior
to Early Redemption Amount:

and late payment:

Optional Redemption Date(s):

Optional Redemption Amoun
of each Debt Securities an
method, if any, of calculation o

suchamount(s):

If redeemable in part:

a)

Minimum Redemption
Amount:

(If not applicable, delete the remaining subparagraphs of
this paragraph

] per centper annum

Issue Price

]

[Conditions 7.8b) and 7.12 apptplkcify othdr

[Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of
this paragraph

[ 1per cent. per annum equivalent td [per cent. simple
interest

[Issue Pricespecify othdr
[Not Applicablespecify othdr

[Conditions 7.8.c) and 7.12 appdpkecify othdr

[Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs of 1
paragraph

[ ]

[[ 1per Debt Security of [ ] Specified Denomination]

[Condition 7.8 applies] [[ ] per Calculation Amount]
[Specify formulh

[Applicable/Not Applicable]

(If not applicable, delete the remaining Subparagraphs
this paragraph

[ ]
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b) Maximum Redemption [ 1]

Amount:
iv. Notice period: Minimum period: [ ] days
Maximum period: [ ] days
(N.B. When setting notice periods, the Issuer is advise
consider the practicalities oflistribution of information
through intermediaries, for example, clearing syste
(which require a minimum of 5 clearing system busin
daysd notice for a call)
notice requirements which may apply, for example,
between the Issuer and the Fiscal Agent (as the case ma
24.  Investor Put: [Applicable/Not Applicable]

(Only applicable toUnsubordinated Debt Securitiedf
applicable specify details)

25. Final Redemption Amount of each [ ] perCalculation Amount

Debt Security: . "
y (N.B. Except in the case of Za&Zoupon Debt Securities

where a Redemption/Payment Basis other than 100 per
cent. of the nominal amount has been specified, the Fine
Redemption Amount shall be equal to 100 per cent. of th
CalculationAmount per Calculation Amoynt

26. Early Redemption Amount of each [ ]
Debt  Security payable on
redemption and/or the method of
calculating the same (if required or
if different from that set out in
Condition 7.8 (a):

GENERAL PROVISIONS APPLICABLE TO THE DEBT SECURITIES
27.  New Global Note: [Yes/No]
28.  Form of Debt Securities: [VS System Debt Securities/NCSD System Debt Securiti
[Bearer Bonds

Temporary Bearer Global Bond exchangeable for a
Permanent Bearer Global Bond which is exchangeable f
Definitive Bonds [on 60 d
after an Exchange Event]

[Temporary Bearer Global Bond exchangeable for
Definitive Bonds on and after the Exchange Date]

[Permanent Bearer Global Bond exchangeable for
Definitive Bonds [on60days not i ce gi vel
after an Exchange Event]]
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20.

30.

31

32.

33.

34.

Additional Financial Centre(s) or
other special provisions relating to
Payment Days:

Talons for future Coupons or
Receipts to be Attached to Definitive
Bonds (and dates on which suc
Talons mature):

Detalils relating to Partly Paid Debt
Securities: amount of each paymer
comprising the Issue Price and date
which each payment is to be made a
consequence of failure topay,
including any right of the Issuer t
forfeit the Debt Securities and intere
due on late Payment:

Details Instalment

Bonds:

relating to

i. Instalment Amount(s):
ii. Instalment Date(s):

Redenomination applicable:

Other final terms:

DISTRIBUTION

35.

- If syndicated, names of
Managers:

- Stabilizing Manager (if any):

[Global Certificatg] ] nominal amount) registered in the
name of a common depositary for Euroclear and
Clearstream,/a common safekeeper for Euroclear and
Clearstream]]

[Not Applicablegive detail$

(Note that this item relates to the place of payment and r
Interest Period end dates

[Yes/No]

(If yes, give details)

[Not Applicable/give details].

(N.B.: a new form of Temporary Bearer Global Bond
and/or Permanent Bearer Global Bond may be required
Partly Paidissues)

[Not Applicablegive detail$
[Not Applicablegive detail$
Redenomination [not] applicable

(If Redenomination is applicablgpecify the applicable
Day Count Fraction and any provisions necessary to dee
with floating rate interest calculation (including alternative
reference rates3)

[Not Applicabldgive detail$

(When adding any other final terms coresation should be
given as to whether such
factorsod and consequently
to the Base Prospectus under Arti@gof the Prospectus
Regulation)

[Not Applicablegive namels

[Not Applicablegive namels
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36. If non-syndicated, name of relevant [

Dealer
37. US. selling restrictions: Reg. S. Compliance Category [2];
[TEFRA C)/[TEFRA D]/[TEFRA notapplicable]
38.  Additional selling restrictions: [Not Applicablegive detail$

LISTING AND ADMISSION TO TRADING APPLICATION

These Final Terms comprise the final terms required for the Debt Secdesiesbed hereito be [listed and]
admitted tatrading pursuant to the ISK 50,000,000,000 Debt Securities Programme of LandsbankBpebity
otheil

RESPONSIBILITY

The Issuer accepts responsibility for the information contained in these Final TaRelev§nt third party
informatior] has beerextracted from gpecify sourcde The Issuer confirms that such information has been
accurately reproduced and that, so far as it is aware and is able to ascertain from information pubfpkethby [
sourcéd, no facts have been omitted which would rertierreproduced information inaccurate or misleading].

Signed on behalf of the Issuer:

By: L O I I O
Duly authorized

By: eeeeeeeeeeceeeeeeeeeeeeeeeecce

Duly authorized
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PART BT OTHER INFOR MATION

1. LISTING
i. Listing: [Nasdadiceland/othergpecify/None]
ii. Admission to trading: [Application has been made for the Debt Securities to be
admitted to trading on [Nasdaq Iceland/other
(specify)]l/[Not Applicable.]
2. RATING [ Not Applicable]/[The Deb

been]/[are expected to b
reflect ratings assigned

under the Programme gener
[ nserf doeotsgeirltsthe | egal n
rating agencysenctiidtyddledq-
[ Eachmsefrt[ il egal name of r
entity providiagtabtiebed
and is registered under Kk
amende@ORA(tReggol) ati on

[ nsermamegalf rel evant cr
providilngi s atdtngestabl i shi
it has given to the Debdeéer
name of <credi,t whatcihn g sa gees
and regi steegrueddatumder( ER)

ACRA Rego)ation

[ nsert | egal name of rel
providilngi sr antdtngestabl i she
under Regul ati on (ECRCRA
Regula@)t.i on

[Insert legal name ofelevant credit rating agency entit
providing rating is not established in the EU and is n
certified under Regul atio
Regul ationodo) and the rati
is not endorsed by a credit rating agencyler Regulation
(EC) No 10 60RARegualiono()t.h e

(The above disclosure should reflect the rating allocatec
Debt Securities of the type being issued under

programme generally or, where the issue has b
specifically rated, that rating

3. NOTIFICATION
[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraph of this paragraph

The [FSA/specify othér[has been requested to provide/has providedlude first alternative for an issue which

is contemporaneouwsith the establishment or update of the Programme and the second alternative for subsequent
issue}the [names of competent authorities of host Member $taittsa certificate of approval attesting that the
Base Prospectus has been drawn up in accoradtitéhe Prospectus Directive.
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4. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Save for any fees payable to the [Managers/Dealer/Advisor], so far as the Issuer is aware, no person involved in
the issue of the Debt Securities has an @siematerial to the issue.Amend as appropriate if there are other
interest$

(When adding any other description, consideration should be given as to whether such matters described
constitute fAsignificant new f aasupplesmanttatmedBase Prosgeetusu e nt |
under Article 16 of the Prospectus Directjve.

5. USE OF PROCEEDS, ESTIMATED NET PROCEEDS AND TOTAL EXPENSES
- Use of proceeds: [For general funding purposes of the Isssetify othdr
- Estimated net proceeds: [ ]

- Estimated total expenses: [ ]

6. YIELD (Fixed Rate Debt Securigeonly)
Indication of yield: [ ]per cent. per annum

(Note: The yield is calculated at the Issue Date on the bas
the Issue Price. It is not an indication of future yield.)

7. HISTORIC INTEREST RATES (Floating Rate Bonds Only)

[Not ApplicableDetails of historic [LIBOR/EURIBOR/REIBOR/other] rates can be obtained fr@ive
detaild.]

8. PERFORMANCE OF CPI, EXPLANATION OF EFFECT ON VALUE OF INVESTMENT AND
ASSOCIATED RISKS AND OTHER INFORMATION CONCERNING THE UNDERLYING (Inflation
Linked Annuity Bonds and Inflation Linked Equal Principal Payment Bonds Only)

[Need to include details of where past and future performance and volatility of the index/formula can be obtained.]

[Wherethe underlying is an index need to include the name of the index and a description if composed by the
Issuer and if the index is hot composed by the Issuer need to include details of where the information about the
index can be obtained.]

(When completinghe above paragraphs, consideration should be given as to whether such matters described
constitute fAsignificant new factorso and consequent]l:
under Article23 of the Prospectus Directive.)

The Isser [intends to provide postsuance informatiorspecify what information will be reported and where it
can be obtaineli/ [does not intend to provide peisisuance information]
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9. OPERATIONAL INFORMATION

Vi.

Vii.

viii.

ISIN Code:
Common Code:

CIF:

FISN:

Any Clearing system(s) other tha
Euroclear Bank S.A/N.V. ro
Clearstream Banking, société anonyr
(together with the address of each sL
clearing system) and the releva
identification number(s):

Delivery:

Names and addresses of additior
Paying Agent(s) (if any):

Intended to be held ia manner which
would allow Eurosystem eligibility:
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[ ]
[ ]

[[include codg as updated, as set out on] the web:s
of the Association of National Numbering Agenci
(ANNA) or alternatively sourced from the
responsible National Numbering Agency th
assigned the ISINNot Applicablg /[Not Availablg

[[include codg as updated, as set out on] tl
website of the Association of National Numberir
Agencies (ANNA) or alternatively sourced from tt
responsible National Numbering Agency th
assigned the ISINNot Applicablg/[Not Available]

(If the Classification of Financial Instruments Cod
(CFI) and/or the Financial Instrument Short Nan
(FISN) is not required, requested or availabl
it/ they should be spogc

[Not Applicablegive name(s) and
number(SINCSD. The Issuer shall be entitled
obtain certain information from theregister
maintained by the NCSD for the purpose
performing its obligations under the issue of NC¢
System Debt Securities. The NCSD Agent shall
entitled to obtain such information as is required
perform its duties under the Terms and Condition:
the Debt Securities and rules and regulations of,
applicable to, the NCSD.]

Delivery [against/free of] payment

[Applicable/Not Applicablegive detail$

[Yes][No]

[ Note that the designa
the Debt Securities are intended upon issue to
deposited with Euroclear or Clearstream as comn
safekeeper and does not necessarily meanttiea
Debt Securities will be recognised as eligik
collateral for Eurosystem monetary policy and intr
day credit operations by the Eurosystem either uj
issue or at any or all times during their life. Sut
recognition will depend upon satisfaction dfet
Eurosystem eligibility criteria have been met]./[N
Whi | st the designatior
date of these Final Terms, should the Eurosys
eligibility criteria be amended in the future such th
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the Debt Securities are capable of meetimgnt the
Debt Securities may then be deposited with ont
the ICSDs as common safekeeper. Note that this |
not necessarily mean that ttizebt Securitieswill
then be recognised as eligible collateral fi
Eurosystem monetary policy and intraday cre
operations by the Eurosystem at any time duri
their life. Such recognition will depend upon ti
European Central Bank being satisfied that t
Eurosystem eligibility criteria have been met.]



TERMS AND CONDITIONS OF THE DEBT SECURIT IES

The followingare the Terms and Conditions of the Debt Securities which will be incorporated by reference into
each Global Bond (as defined below) and each Definitive Bond, in the latter case only if permitted by the relevant
stock exchange or other relevant authorifyafiy) and agreed by the Issuer and the relevant Dealer at the time

of issue but, if not so permitted and agreed, such Definitive Bond will have endorsed thereon or attached thereto
such Terms and Conditions. The applicable Final Terms (or the relevavisjipns thereof) will be endorsed

upon, or attached to, each Gl obal Bond and Definitiyv
Termso for a description of the content of Final Ter
relat on to the relevant Debt Securities. Reference shou

for a description of the content of Final Terms which will specify which of such terms is to apply in relation to the
relevant Debt Securities.

TheDebt Securities are debt securities issued by Landsbankinn Hilq¢herdc ) and wi l |l be i ssued
with any applicable legal or regulatory restrictions including the rules on foreign exchange issued by the Central
Bank of Iceland, and any reénce to currencies other than ISK and related expressions shall be construed as
taking effect subject to such restrictions being lifted.

This Debt Security is one of a Series (as defined below) of Debt Securities issued by the Issuer.
References herein the Debt Securitieshall be references to the Debt Securities of this Series and shall mean:

(a) in relation to any Debt Securities represented by a Global Bond, units of the lowest denomination specified in
the relevant Final Terms (tlie S p e c Dehomi@adiond) in the currency specified in the relevant Final Terms
( t IBpecified Currencyd ) ;

(b) any DefinitivBeaBr®ondss) iinsdeadeirnfexamhgdmge for a Gl
and

(c) any Definitive Bonds in registered forfiRegisteredBondé ) ( whet her or not i ssued i
Bond in registered form); and

(d) any Debt Securities issued in uncertificated book entry form cleared through the Nasdaq CSD Iceland (the
ANCSD System Debt Securitigs a n ANC$Db e reétigely) or any other clearing system as decided by the

| ssuer ( tVSe &ystennRebt Securigay). VS System Debt Securities are in dematerialised form. Any
references i n t hes e Cdnhditiomd toRecaipts, Coupahs and Tasosisall nottabply to i

VS System Debt Securities and no Global or Definitive Bonds will be issued in respect of NCSD System Debt
Securities.

The Final Terms for this Debt Security (or the releves
which are (except in the case of VS System Debt Secul
suppl ement these Coiikbiptliicrash.l eRxEfi arad ndie € Bitso ott ther wi s e
of the Final aTer msr o(vars itohnese it ehlecgrve oif ) twhhed ccha sae eof( VS Sy
attached to or endorsed on this Debt Security and (
deposited with the NCS®Dr osp/éyllasdmmeoa®é g u k2a0plr 7e/81sli 209/ E U
and includes any relevant i mplementing measure in the

I nterest bearing Defini {@wwepdBaomdd,s ihfaviendinctaetreeds ti nc otutp
Ter ms, t al cCosu pfodas! Jaus tt ddemed on i ssue. Any reference

shall, unless the context otherwise requires, be deen
repayablkeé abhaeat SReciedfipdams phymeinns odd indpertisnci pal (ot he
final instal ment) attached on issue. GIlobal Bonds do
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Any r ef BDreebntc eS etcou roiotr yih ddlo d el re @l tsov e sa&i or (r #)loa tainggn Debt Secu

shall mean the holders of the Debt Securities incl uc
Bonds), the persons in whose name the Bonds are regi
are forbetihnegg tsihnoewn in the records of the NCESDnotrhé&P L
case of VS System Debt Securities), and shall, in rel

System Debt Security,elboew.c Amgt mreiRe caead prisdnbitideadnetam t h
hol ders of the Recei pi€Ceupadhiasinghe i e mermaend dehdmoéidrrtso o
shall, unless the context otherwise requires, i ncl ude

Asused Ililerraenoomeeans Debt Securities which are identical
admi ssion to tradingifSemodnme saRnesg ua aTtreadn chaer koeft )Deabntd Secur
further TrancheSeau Tirtaineh ewwhiodh Deibt are expressed to
and (ii) have the same terms and conditions or terms
the amount and date of thetthd rdat e afyrnoem twloifc h nitretreerse s

Copies of the Final Ter ms &y ewalvsiitlea,bl www.olra nvd sebwa nnkgi r
this Debt Security is neither admitted Aroed rrmadr ngf foer
in the European Economic Area in circumstances wher ¢
Prospectus Directive, the applicable Final Terms can

of ficesuof amed d$dsch Debt Security Holders must produ
holding of such Debt Securities.

Except where the context otherwise requires, capital.@i
Condi t iuodnisng( itnhcel preceding paragraphs) shall bear t he
Ter ms.

1. DEFINITIONS

Interpretation:In these Conditions:

1 Debt Securities and Debt Security Holders shall be deemed to include references to Coupons and
Couponholders, respectively, where relevant;

1 if Talons are specified in the relevant Final Terms as being attached to the Bonds at the time of issue,
references to Coupons shall be deemed to include references to Talons;

1 if Talons are not specified in the relev&mal Terms as being attached to the Bonds at the time of issue,
references to Talons are not applicable;

1 any reference to principal shall be deemed to include Final Redemption Amount, any additional amounts
in respect of principal which may be payable en@ondition 9 (Taxation), any premium payable in
respect of a Debt Security and any other amount in the nature of principal payable pursuant to these
Conditions;

1 any reference to interest shall be deemed to include any additional amounts in respexcsifviitich
may be payable under Condition 9 (Taxation) and any other amount in the nature of interest payable
pursuant to these Conditions;

9 if an expression is stated in this Condition 1 (Definitions) to have the meaning given in the relevant Final
Terms,but the relevant Final Terms gives no such me
applicabled then such expression is not applicabl
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1 VS System Debt Securities are in dematerialised form, and any references in these T&wonsldiots

to Coupons and Talons shall not apply to VS System Debt Securities and no Global or Definitive Bonds

will be issued in respect thereof;

1 if the Debt Securities are Zero Coupon Bonds or Commercial Paper, references to Coupons and

Couponholders arnot applicable

T where the word

; and

fiincludingd appears in these

to be inserted immediately afterwards.

1 Any use of terminology or other words, in the singular or plural shall be deemed to bleantgrable

unless the context otherwise requires.

Accrual Period

Accrual Yield

Act on Securities Transactions

Additional Business Centre

Additional Financial Centre

Agency Agreement

Amortised Face Amount
Annuity Amount

Annuity Bonds

Applicable Final Terms

Base Index

Bearer Bonds

Benchmark Discontinuation

In accordance with Condition Ac)(i), the relevant period fron
(and including) the most recent Interest Payment Date (or, if r
the Interest Commencement Date) to (but excludingyehevant
payment date.

In relation to Zero Coupon Bonds, the meaning given in
applicable Final Terms.

The Icelandic Act on Securities Transactions No. 108/2007 w
came into effect 1 November 2007, aseaated [ Cc e . f
ver Hbr ®f avi Aaskamgntded) 108/ 2007¢

The meaning (if any) given in the applicable Final Terms.
The meaning (if any) given in the applicable Final Terms.

Shall mean the agency agreement (if any) to be entered into be
the Issuer, Fiscal Agent and other agents.

The meaning given in Condition 7.8(b).
The meaning given in Condition 6.1(a).

Bonds whichwill be redeemed in Annuity Amounts (subject
adjustment for indexation in accordance with the provisi
specified in the applicable Final Terms) on one or more Inte
Payment Dates as specified in the applicable Final Terms.

The form of Final Terms (Part A of the Final Terms or the rele\
provisions thereof) which will be completed for each Tranche
Debt Securities issued under the Programme.

Means the index value defined in the applicable Final Terms, t
the value of the CPI on the date defined in the applicable F
Terms.

Bonds issued in bearer form.

In the case of Floating Rate Bonds, if the Issuer determines t
Benchmark Event has occurred, the relevant benchmark or s
rate may be replaced by a Successor Rate or, if there is no Suc
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Bonds

Business Day

Business Day Convention

Calculation Agent

Clearstream

Code

Commercial Paper

Common Depositary

Common Safekeeper

Couponholders

Coupons

CPI

Rate but the Issuer determines there is an Altern&ate (acting
in good faith, in a commercially reasonable manner and by refel
to such sources as it deems appropriate, which may inc
consultation with an Independent Adviser), such Alternative k
An Adjustment Spread may also be applied to thec&ssor Rate
or the Alternative Rate (as the case may be), together with
Benchmark Amendments (which in the case of any Alterng
Rate, any Adjustment Spread unless formally recommende
provided for and any Benchmark Amendments shall be detern
by the Issuer, acting in good faith, in a commercially reason
manner and by reference to such sources as it deems appro
which may include consultation with an Independent Adviser). "
is further described in Condition&(Benchmark Discontimation).

Debt Securities bearing interest, but not excluding Zero Cot
Bonds, issued or to be issued by the Issuer under the Progran

The meaning in Condition Ha).

In respect of a Tranche of Debt Sedest either the Specifies
Periods or the Interest Payments Dates, the business day conv
specified in the applicable Final Terms and determined
accordance with Conditions7b).

The meaning (if any) given in the applicable Fihatms.

Clearstream Banking société anonydi2 Avenue JF Kennedy-L
1855, Luxembourgor its successors.

The United States I|Internal F

Debt Securities that are offered and sold at a discount to
nominal amount and will not bear interest. Commercial Paper
have a maximum final maturity of 13 months when isstL
Commercial Paper will only be issued in uncertificated book e
form cleared through the NCSD, VP LUX or any other clear
system as decided by the Issuer and will be in dematerialised
Commercial Paper will not be issued in definitive formor in

subordinatedorm.

The common depositary for Eurear and Clearstream or i
SuCCessors.

The common safekeeper for Euroclear and Clearstream ¢
successors.

The holders of the Coupons (which expression shall, unles:
context otherwise requires, include the holdgrthe Talons).

Interest coupons expressing the amount payable by way of in
in respect of Definitive Bonds.

The consumer price indexation, as calculated by Statistics Ic¢
in accordance with Act on Price Indexation No. 12/1966é. (iL6g
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Day Count Fraction
Dealer

Debt Securities

Definitive Bonds

Designated Account

Designated Bank

Designated Maturity
Determination Date
Determination Period

Directors

Discount Yield

Distribution Compliance Period

Early Redemption Amount
Equal Payment Amount
EU

EURIBOR

um v2sit®©°l u neyahdpubkshetmonthlyinth
Legal Gazette in Icelandlce. A L° gbi r t i)nog atd
successors.

The meaning given in Condition7c).
Any dealer appointed by the Issuer (if any).

Debt securities issued or to be issued by the Issuer unde
Programme, including Bonds and Commercial Paper. All C
Securities issued under the Programme may be issue
uncertificated and dematerialised book entry form clearedigfhr
t he Nasdaq NCSDSyktereDeld Seduritigsi a n «
ANCSDO respectively) or any o

t he | s s ueMS Systern DebttShcerities fAdditionally,

Bonds issued under the Programme may be issued in bearel
( Bearer Bonds ) or r e g i Registeree Bondd d r 1
they are either unsubordinated or subordinated.

Debt Securities in definitive form, bearing interest, but
excluding Zero Coupon Bonds, issued or to be issued by the |
under the Programme.

Means the account maintained by a holder with a Designated
and identified as such in the Registered Bond Register.

Means (in the case of payment in a Specified Currency other
euro) a lank in the principal financial centre of the country of st
Specified Currency and (in the case of a payment in euro) any
which processes payments in euro.

The meaning given in the ISDA Definitions.

Themeaning given in the applicable Final Terms.

The meaning given in Condition7gd).

The directors for the time being of the Issuer as defined in
Icelandic Act No. 2/1995, on Limited Liability Companidse(
AL°g wmf®l g r. 2/19950

In relation to Commercial Paper, the meaning given in
applicable Final Terms.

The period that ends 40 days after completion of the distributic
each Tranche of Debt Securities, certified by the relevant Deale

The amount calculated in accordance with Condition 7.8.
The meaning given in Condition 6.1(b).
The European Union.

Euro-zone intethank offered rate.
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Euroclear

Exchange Date

Exchange Event

Exchange Notice
Final Redemption Amount

Final Terms

Financial Indebtedness
Fiscal Agent

Fixed Rate Bonds

Floating Rate
Floating Rate Convention

Floating Rate Bonds

FSA

Euroclear Bank S.A./N.V.,1, Boulevard du Roi Albert I
B - 1210 Brussels, Belgiunor its successors.

The date when interests in a
exchanged either for intemwnas
or , where specified in the

Bearer Bonds.

The meaning given in Condition 2 (Form, Denomination and T
in the section on Bearer Bonds

The meaning given in Condition 4. (iv).
The meaning given in the applicable Final Terms.

Each Tranche will be the subject to the Final Terms which, for
purposes of that Tranche only, completes the Terms and Cond
of the Debt Securities and this Ba&&®spectus and must be read
conjunction with this Base Prospectus. The terms and condi
applicable to any particular Tranche of Debt Securities are
Terms and Conditions of the Debt Securities as completed, ame¢
and/or replaced by the relevdfihal Terms.

As defined in Condition 11 of the Terms and Conditions.
Landsbankinn hf., or any successor agent appointed as such.

Bonds that pay a fixed rate of interest on such date or dates a
be agreed between the Issuer and the relevant Dealer as spec
the applicable Final Terms and on redemption calculated or
basis of such Day Count Fraction as may be agreed betwee
Issuer and the relevant Dealer.

The meaning gien in the ISDA Definitions.
The meaning given in Condition7gb)(i).

Bonds which bear interest at a rate determined:

(i) onthe same basis as the floating rate under a
notional interest rate swap transactiomhia
relevant Specified Currency governed by an
agreement incorporating the ISDA Definitions; o

(i) onthe basis of a reference rate appearing on thi
agreed screen page of a commercial quotation
service; or

(iif) on such other basis as may be agreed between
Issuer and the relevant Dealer, or as set out in tl
applicable Final Terms.

The Financial Supervisory Authoritf the Central Bank dteland
(lce. fAFj8&8rm8laeftirliti#Ho
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Following Business Day Convention

Global Bonds

Global Certificate

A

Index Ratio

Inflation Linked Annuity Bonds

Inflation Linked Equal
Payment Bonds

Principal

Instalment Amounts

Instalment Bonds

Instalment Dates

Interest Amount

Interest Commencement Date

Interest Determination Date

The meaning given in Condition7gb)(ii).

Bonds (other than NCSD System Debt Securities) issued undk
Programme that may be represented on issue by one or more
representing the whole principal amount of the issuavtgle in
global form the bond can be a Temporary Bearer Global Bond
Permanent Bearer Global Bond.

Registered Bonds held in a clearing system in the form of a s
certificate representing the whole principal amount of theaissai
offered and sold in reliance on Regulation S.

Institute of Internal Auditors.

The value of | Rhenl ndhex rRateive
Date shall be the vB)luappfit
relevanPaymemtr eDate divided
I ndBk 4&s calculated by the |

Bonds that pay an Annuity Amount adjusted for inflation on s
date or dates as decided by the Issuer and set out in the Final ©

Bonds, including Bonds with one payment of principal on Matu
Date, that pay an Equal Payment Amount adjusted for inflatio
such date or dates as decided by the Issuer and set out in the
Terms.

In respect of Instalment Bonds, each amount specified as such
applicable Final Terms.

Bonds which will be redeemed in Instalment Amounts and or
Instalment Dates specified in the applicable Final Terms.

In respect of Instalment Bonds, each date specified as such
applicable Final Terms.

The amount of interest payable on the Floating Rate Bonc
respect of each Specified Denomination for the relevant Int
Period, as calculated in accordance with Condition 5.4(d) ot
amount of interest payable on Inflation Linked Annuity Bonds
Inflation Linked EquaPrincipalPayment Bonds in respect of ea
Specified Denomination for the relevant Interest Period,
calculated in accordance with Conditions 5.1 and 5.2 respectiv

In the case of interesiearing Bonds, the date specified in tf
applicable Final Terms from (and including) which interest \
accrue in respect of the relevant Bonds.

In respect of Floating Rate Bonds to which Screen F

Determination is applicable, theeaning given in the applicabl
Final Terms.
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Interest Payment

Interest Payment Date

Interest Period

Investor

Investor Put

ISDA
ISDA Definitions

ISDA Determination

ISDA Rate
ISK or Icelandic Krona or kronur

IssueDate

Issue Price

Issuer

Issuer Call

Landsbankinn

LIBOR
Mar gin
Maturity Date

Maximum Rate of Interest

The meaning given in Condition 5.1.

In respect of Fixed Rate Bonds, Inflation Linked Annuity Bonds
Inflation Linked EqualPrincipal Payment Bonds, the meanir
given inthe applicable Final Terms. In respect of Floating F
Bonds the meaning given in Condition 5)4(a

In accordance with Condition&e) the period from (and including
an Interest Payment Date (or the Interest Commencement Dg
(butexcluding) the next (or first) Interest Payment Date.

The holders for the time being of the Debt Securities.

If specified as applicable in the applicable Final Terms,

provision by which the Investor may redeem a Series of [
Securities in accordance with Condition 7.5.

International Swaps and Derivatives Association, Inc.

The meaning given in Condition 5.4(b).

If specified as applicable in the applicable Final Terms Docurr
the mamer in which the Rate of Interest on Floating Rate Bonc
to be determined in accordance with Condition 5.4(b).

The meaning given in Condition 5.4(b).

The lawful currency of the Republic of Iceland.

Each date on which the Issuer issues a Tranche of Debt Sec
under the Programme, as specified in the applicable Final Ter

The price, generally expressed as a percentage of the no
amount of the Debt Securities, at whicFranche of Debt Securitie
will be issued.

Landsbankinn hf., Reg. No. 47100880, having its registere
office at Austurstraeti 11, 155 Reykjavik, Iceland.

If specified as applicable in the applicable Final Terms,
provision by whitn the Issuer may redeem a Series of D
Securities in accordance with Condition 7.4.

Landsbankinn hf., Reg. No. 47100880, having its registere
office at Austurstreeti 11, 155 Reykjavik, Iceland.

London interbank offered rate.
As specified in the applicable Final Terms (if any).
As specified in the applicable Final Terms.

In respect of a Floating Rate Bond, the percentage rate per a
(if any) specified in the applicable Final Terms
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Maximum Redemption Amount

Member State

Minimum Rate of Interest

Minimum Redemption Amount

Modified Following Business Day
Convention

Nasdaq Iceland

NCSD

NCSD System Account Operator

NCSD System Debt Securities

Optional Redemption Amount
Optional Redemption Date

Partial Redemption

Paying Agents

Payment Day

Permanent Bearer Global Bond

Preceding Business Day Convention
Principal Amount Outstanding
Principal Paying Agent

Programme

The amount specified as such in the applicable Final Terms.
A state which is a party to the Agreement on the Eurog
Economic Area or the European Free Trade Association Trea
the Faroe Islands.

In respect of Floating Rate Bonds, the percentage rate per ann
any) specified in the applicable Final Terms.

The amount specified as such in the applicable Final Terms.
The meaning given in Condition7b)(iii).

The main market of Nasdaq Iceland hf., Reg. No. 681282,
with its registered office at Laugavegur 182, 105 Reykjavik.
Nasdaqg Central Securities Depository Iceland hf. Reg58@797
3209, with its registered office at Laugavegur 182,105 Reykj
(Ice. Nasdaq verobréfamidstod)nf

Landsbankinn hf. in its capacity as NCSD system account ope

Shall mean DebSecurities issued in dematerialised, uncertif
book entry form cleared through NCSD.

The meaning (if any) given in the applicable Final Terms.
The meaning (if any) given in the applicable Final Terms.
If the Issuer redeems part and not all of the Principal Amc
Outstanding of Debt Securities. The redemption proceeds shi
applied rateably across the Debt Securities and the Prin
Amount Outstanding on the Debt Securitiealshe reduced by the

level of that redemption.

The Principal Paying Agent and any other paying agent appo
(if any).

The meaning given in Condition 6.8.

A Global Bond in bearer form that can xchanged for &
Temporary Bearer Global Bond. The bearer of a Permanent B
Global Bond is the Common Depository.

The meaning given in Condition7gb)(iv).

The meaning given in Conditidn7(f).

The Issuer, Landsbankinn hf.

Debt Issuance programme established by the Issuer. The max

aggregate nominal amount of all Debt Securities from time to -
outstanding under the Programme will not exceed
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Prospectus Regulation and PR
Put Notice

Rate of Interest

Receipts

Receiptholders

Record Date

Redemption

Redeemed Debt Securities
Redenomination Currency

Redenomination Date

Reference Price

Reference Rate

Registered Bond Register

50,000,000,000 (or its equivalence in other currencies calculat
described herein), subject to increase as described herein.

Regulation (EUR017/1129Ice. ReglugerdEvropupingsins og
RadsindESB) 2017/1128as amendedf applicable

The meaning given in Condition 7.5.

In respect of a Series of interdstaring Bonds, the rate of intere
payable from time to time in respect of such Bonds determine
accordance with the Terms and Coratis and the applicable Fin
Terms.

Receipts for the payment of
final i nstal ment attached or
i nst al ment s

The holders of Receipts (which expresssball, unless the conte)
otherwise requires, include the holders of the Talons).

The meaning given in Condition 6.5.

The applicable Final Terms will indicate either that the rele\
Debt Securities cannot be redeemed prior to their stated ma
(other than in specified instalments, if applicable, for taxa
reasons or following an Event of Default, or in the ca$e
Subordinated Bondsipon the occurrence of a Capital Event) or t
such Debt Securities will be redeemable at the option of the I¢
and/or the Debt Security Holders. The terms of any ¢
redemption, including notice periods, any relevant conditiorze
satisfied and the relevant redemption dates and prices wi
indicated in the applicable Final Terms. The applicable Final Te
may provide that Debt Securities are redeemable in two or 1
instalments of such amounts and on such dates as @atéutin
the applicable Final Terms.

The meaning given in Condition 7.4.

The meaning given in Condition 4(v).

A date, specified in a notice to Debt Security Holders,
Receiptholdes and the Couponholders, when redenominatiot

Debt Securities will come into effect.

In respect of a Zero Coupon Bond and Commercial Paper
meaning given in the applicable Final Terms.

In respect of Floating Rate Bomdto which Screen Rat
Determination applies, the meaning given in the applicable F

Terms.

Register of holders of the Registered Bonds maintained by
Registrar.

73



Registrar

Registered Bond

Regulated Market

Regulation S
REIBOR
Relevant Date

Relevant Screen Page

Reset Date

Screen Rate Determination

Selection Date

Series

Specified Currency

Specified Denomination

Specified Interest PaymenDate

Subsidiary

Sub-Unit

Any registrar to be appointed in accordance with Aagency
Agreement (if any).

Means Bonds issued in registered form.

Means a medium for the exchange of goods or services over \
a government body exerts a level of control.

Regulation S under the Usecurities Act.
Reykjavik Inter Bank Offered Rate.
The meaning given in Conditich(Taxation).

In respect of Floating Rate Bonds Rest Bond$o which Screen
Rate Determination applies, the meaning given in the Final Te

The Meaning given in the ISDA Definitions.

If specified as applicable in the applicable Final Terms, the ma
in which the Rate ofnterest on Floating Rate Bonds is to
determined in accordance with Condition 5.4(b).

The meaning given in Condition 7.4.

A Tranche of Debt Securities together with any further Tranch
Tranches of Debt Securities which (i) aexpressed to bt
consolidated and form a single seriesandh(ig v e t he

and conditions or terms and
respects save for the amount
thereon and theedatetfrom wh

Subject to any applicable legal or regulatory restrictions, e
Sterling, U.S. Dollars and such other currency or currencies as
be agreed from time to time by the Issuer, the relevant Deale
the PrincipalPaying Agent and specified in the applicable Fi
Terms.

In respect of a Series of Debt Securities, the denominatio
denominations of such Debt Securities as specified in the appli
Final Terms.

In respect of Floating Rate Bonds, the meaning (if any) given it
applicable Final Terms.

Means an entity from time to time of which the Issuer (i) has di
or indirect control or (ii) owns directly or indirectly more than
percent of the share capital or
purpose means the power to direct the management and the p
of the entity, whether through the ownership of voting capital
contract or otherwise.

The meaning given in Cortiin 5.7(g).
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Talons

TARGET2 System
Tax Jurisdiction

Temporary Bearer Global Bond

Terms and Conditions or Conditions

Tranche

Transfer Agent
US Securities Act

VP LUX

VS System Debt Securities

Zero Coupon Bonds

ua, Eur oreuroE UR

£ or Sterling

$, U.S.$,U.S. Dollars, US Dollars or
UsD

Talons for further Coupons in respect of intetssaring Definitive
Bonds.

The meaning given in Condition7a).
The meaning given in Condition 9 (Taxation).

A Global Band in bearer form which will initially represent tr
Bearer Bond of each Tranche.

The terms and conditions of the Debt Securities.

| ssues of Debt Securities
(includingtiasg tawand admi ssi o1
Mar ket)

Landsbankinn hf., or any successor agent appointed as such.

U.S. Securities Act of 1938as amendéd

Means VP Lux S.a.r.132, Boulevard Royal, 2449Luxembourg,
or its successors.

Means Debt Securities issued in uncertificated book entry 1
cleared through the NCSD or VP Lux and/or, in relation to
Tranche of Debt Securities, any other clearing system as m:
specifiedin the relevant Final Terms (as the case may be).

Bonds which will be offered and sold at a discount to their nonr
amount and which will not bear interest.

The currency of the Europe&@sonomicMonetaryUnion.

The lawful currency for the time being of the United Kingdom
Great Britain and Northern Ireland.

The lawful currency for the time being of the United States
America.

2. FORM, DENOMINATION A ND TITLE

The Debt Securities

System Debt Securities anite versa

The Debt Securities may take the form of an Inflation Linked Annuity Bond, an Inflation Linked Equal Principal
Payment Bond including a Bond with one payment of principal on MafD&tg, a Fixed Rate Bond, a Floating

Rate Bond, an Instalment Bond, a Zero Coupon Bond, Commercial Paper or a combination of any of the foregoing,
depending upon the interest basis and redemption/payment basis shown in the applicable Final Terms.
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The DebtSecurities may b&nsubordinated Debt Securities Subordinated Bondslepending on the Status
shown in the applicable Final Terms.

Bearer Bonds
Each Tranche of Bonds issued in the form of Bearer B

Gl obal Bond or, if so specified in the applicable Fir
Receipts or Talons which wil!

@) if the GIlobal Bonds are intendM@N)ams eeicigued iinm
appl iFdakalle Ter ms, be delivered on or prior to the
safekeeper for Euroif€beaonasddBhelepsrream (the

i)y if the Global Bonds are not intendedtthe e iigd nwd
i ssue date of the Tranche to a commoa@omm@pmositar
Deposd).ary

I nterests in the Temporary Bearer Gl obal Bond will ©be
Bond or, wleia@a $peciafpipl i cable Final Terms (subject t
Terms), for Definitive Befigxe haBgoahdhElacohe iosr tahfet elrattehre o
after the Temporary Baar gri i Gl dlDaldaBesndfiteri scoumpd ed i ¢
relevant Tranche, as certifiedsypyditdbat el ievame) Denrl ©
manager (in the case of a syndicatdetivesyepbpf ®uchtexc
to Eurocl ear and/ or Clearstream, as the case may be,

u. sS. person or other person who has purchased such

Eurocl ear and/or Clearstream, as the case may be, an
has received) to the Fiscal Agent.

I f an interest or principal payment date f proramry Bon
Bearer Global Bond, the related interest or principal
nod. S. beneficial ownership has been received as des
paragraphcentéess caticlon has already been given. The h
not be entitled to collect any payment of interest of
certification, exchangel oBfontdhei sTeinmpporroap eyr | Bye awietrh hGll odb
principal or interest (if any) on a Permanent Bearer
(against presentation or surrender, asifhehea®er magwe
Bearer Gl obal Bond is not intended to be issued in N
Pursuant to an Agency Agreement the Fiscal Agent shal
t he Bosmudcsh offr anche shall be assigned a common code an
di fferent from the common code and | SI' N assigned to E
expiry of the Distriboectbdoe €ComphieaBoaedBeonifoduappllTr anc
The applicable Final Terms will specify that either (
of charge), in whole but not in part, for Defiamidti ve
Talons attached upbowmi hoenl essi tbhahré6mh Hayecl ear and

instructions of any holder of an interest in such Pel
therein or t(iBeararPe&d mdbmedn Bond will be exchangeabl e |
Definitive Bearer Bonds with, where applicabl e, Recei
of an Exchange EvefiRkchangmmeEan e(di )t hteheilnssuer has be
Eurocl ear or Clearstream, has been closed for busine
of holiday, statutory or otherwise)usinbas annbasaced
so and no alternative clearing system satisfactory t
Debt Security Holders is available or, unleskBaother wi
or wi ||l become obliged to pay additiomdMaambunhn} whi
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woul d not be required were the Bonds represented by t
and a cert iffeicdatse gtne ds boyh tenfo Directors has been giver
give notice to Debt Security2(Moltders)i nfaanorEdahaean gwi
the event of the occurrépae ahdhAor EXLtbhanger Eamnt ( a€&u

any holder of an interest in such Permanent Bearer GlI
the Fiscal Agent requesting exchangeventd as ttéeceivbat
above, the I ssuer may also give notice to the Fiscal
such exchange shalll occur not | ater than 30 days aft
Agent .

The following | egend wild.l appear on all Bearer Bonds

maturity of more than 365 days:

AANY UNITED STATES PERSON WHO HOLDS THI' S OBLI GATI ON
LI MI TATI ONS UNDER THE UNI TED STATES I NCOME TAX L .
LI MI TATI ONS PROVI DED I N SECTI ONS 165¢(j) AND 1287 (a
CODHBE.

The sections rhafterUne d etdo Sgrad wisdérotl der s, with certain
any |l oss on bearer Bonds, receipts or interest coupo
gain on any sale, di sposntipal Tredeemppeonh of pagmeBe
Coupons.

RegisteredBo n d s

Regi stered Bonds of each Tranche of Series offered a
noW. S. persons outside the edrintedl Btyatae sGl owiall | Ciermitti if
deposited with a common depositary or Common Safekeerg
name of a common nominee of Euroclear and Cla&mad str ean
Clearstream or in the name of a nominee of the Commo|

Prior to expiry of the Distribution Compliance Peri o
a Global Cettbtiobhfermdyonosold to, or for the accoun
provided in this Condition 2 (For m, Denomination an

Euroclear or Clearstream and egeanh Gleglhaldi @ar tsiufcihc atees

Persons holding beneficial interests in Global Certi
the circumstances described bel ow, tlol y ercegivet eorhed ifca

Payments of principal and interest (if any) and any
be made on the relevant payment date to the persons
busi nesbsusoinnetshse day (being for this purpose a day on
i mmedi ately prior to the relevant payment date.

Payments of the principal of, interest (if ang) and e
registered holder of the Gl obal Certificate. None of
responsibility or Iliability for any aspect of the re
ownership i dtodbrad stCeritn ftikraat® or for maintaining, sup
such beneficial ownership interests.

I nterests in a GIlobal Certificate wil!/ be exchangeab
RegisteréedhBanhds ewei pt s, coupons or talons attached
For these purposes, Exchange Event means that (i) in
Common Depositary for E ul rsosculeera r h aasn db eClne am cstt ir feiaend t thhe
Clearstream, have been closed for business for a con
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statutory or such case, no successor Icll elaedc ome sy sh jean
adverse tax consequences which would not be suffered

definitive form. The I ssuer wil!/l promptly give noti c:
(Noti c&xx hiahganEvent occur s. In the event of the occ
Cl earstream, or any person acting on their behalf (a
Gl obal Certificate)stmayr gieguadttinmgeg swch hex Regnge and
of an Exchange Event as described in (ii) above, t h
exchange. Any such exchange shallrececpt obébtthat €firsha

by the Registrar.

Transfer of Interest
For so |l ong as any of the Debt Securities are Bonds r
Clearstream, or so | ong aseaar ,GlQlbeaalr sQerretainf iocratae niosmihne

as the Debt Security is a VS Systems Debt Security, |
of Euroclear and/ or Clearstream, the NCSDcoflraWVPnbmkn:
amount of such Debt Securities (in which regard an)

Clearstream, or its nominee, the NCSD or VP Lux as t
the account adfl &rey cpemrcd aursisvle and binding for all pur,
be treated by the Issuer, the Fiscal Agent and any o
such Debt Securities f oacraseael londuwr pds ebse bat hSeerc utrhan e(si m
Securities) with respect to the payment of principal
bearer of the relevant G| obal Bear ert eBermd, lorbet ha erad:
|l ssuer, the Fiscal Agent and any other Paying Agent
to the terms of the relevafdebGl| Glea&ludaBndy dIHbeard do ft hBe ke
Secuodoantdi el ated expressions shall be construed accor
Bonds which are represented by a Bearer Gl obal Bond
procedures for the time being of Euroclear or Cl ear st
Beneficial i mtler@esrtnsd fiicadelejGé otb t o compliance with a
transferred to a person who wishes to hold such bene
owner of an interast |li eaha®Gllgeb dlo @erratnisffiecratseuch 1 nter
with the applicable procedures of Euroclear and Cl ea
beneficial interests in GIlobal Cer taisf itchaet ec awsiel Imabye beef
turn, by other participants and, if appropriate, i nd
transferors and transferees of suchwiilnlt erempjseathcbe ne
with all applicable |l egal and regulatory restrictions
interest in another Gl obal Certificate only in the a
and owmlcyridmnae with the rules and operating procedur
the case may be, and in accordance with the terms anct
A Registered Bond in defnnwholve ®dormnmpgrbe(tnabnbhéeant
out in the applicable Final Ter ms) . I n order to effe
surrender the Registered Bond fornde@obsttitaei oel evabh
Regi stered Bond) at the specified office of any Trans
compl ete and deposit such other certificatinodn (abs) may
the relevant Transfer Agent (i f any) must, after due
and the identity of the person making the request. St

has agr eterdeevitthsinnegss days (being for this purpose a
city where the specified office of the relevant Tran
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period as may be requiirceadblteo fdosnepally owi toht haery lapys or
deliver, or procure the authentication and delivery ¢
a new Registered Bond in definintive tdemRefgi atleirled ®Bg
I n the case of the transfer of part only of the Regis
of the balance of the Registered Bond nathet rramnskf eorfr et
transferor) sent to the transferor.

Prior to expiry of the applicable Distribution Compl
i nterest in, tao Gl otbraaln sCeerrteief iicnattehes &mi wieldl Sda ralt ye sb ® r mz«
receipt by the Registrar of a written certification
amended as appropriate, copies of which are availabl
froem thansferor of the Bond or beneficial interest th
to the US Securities Act or an exemption therefrom, ¢
as the | ssueremqmayreegawbnahbl may include an opinion of
compliance with any applicable securities | aws of any

with any applicable secudi Btesebaws ahyaaoayh&tajerp$di

Each Tranche of VS System Debt Securities wildl be i s:
Legal title to the VS Systems Debt Securities wild.l b
LUX. Title to theurV$i 8gstwerm!| Deplatss Sy registration

account hol ders at the NCSD or VP Lux in accordance w

The person evidenced (including anyumniomieee$halkl|l abéo
the holder of such VS System Debt Securities for the

System Debt Securities. Settl ement of sale and purch.
theSDNCor VP LUX will take place in accordance with ms
Title to the VS System Debt Securities wild.l pass by r

at the NCSD or VP LUX.

Bondsandatepresented by a Gl obal Bond and VS System
accordance with the rules and procedures for the tim
(as the case may be). Rme,f euWR nlcleXs atnod /Eourr otchlee aNC S DC | e(aarss
whenever the context so permits, be deemed to include
approved by the I ssuer.

Title to the Bearer Bonds.,elRecceagiypt sThaend sGaepomaywidlele
of any Bearer Bond, Receipt or Coupon as the absolute
any notice of ownership or writing threraloln pur pogec.e

3. STATUS OF THE DEBT SECURITIES
3.1 Status- Unsubordinated Debt Securities

This Condition 3.1 applies to Debt SecwWwWmistuibos ds padcief

Debt Seomur irteif efBreebntc eSséicttudn i $ i Eésandi ti on shall be constru
The Debt Securities are direct, unconditional, unsub
pari apnaosnsgu t hemsel ves and (save for certabahl pbivi gt b
ot her unsecured obligations (other than subordinate

outstanding.
3.2. Status- Subordinated Bonds

This C@BnappliiomSubolryi neatnedd f Bo A e mdnfidDe bt Secudiinty Hol
this Condition shall be construed accordingly.
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a) ThB8ondonstitute subordinated and unsparmir egdracodgl i gat i
themsel Femsarselhssubor di nated asbXdescribed in Conditior

b)ln the event of the | i gqusldiatt i eofpa ogi atntskorl tveesnwcer ,( itnh €
Debt Security Holders t d@opsadyanelntrsamkn: or in respect

i. pari wiiswstu preference among themsel ves;

. pari wiashsuresent or future claims in respect of

iii. in priority to any present or future claims in

iv. junior to any present or fuwusure claims in respe
I n the Conditions, the following expressions shal/l h

fiFS&means the FinancialtliBap€Eenti daley BTk M{®If A ¢ ot iobluicthi &

ot her agency of I celand whiwhh céhs aume p earf op envrefdo rbms stulce
AJuni or ®$®meanstibéebs classes of share capital of the | s
| ssuer which rank, or aSebexgirestsed Bondank, junior
iParity SBSmeanstiney present or future instruments i ss

recognised as Tier 2 CR®PA taanly agtu atrhaen tteieme ionfd & msrsiutey boyr
arrangement entered ifnt®e dwyr itthiee sl s(srueeg a ridnl ersess poefc t n aom

Subsidiary of the |1 ssuer which were eligible to be
i nstruments issued, and subordinatedrpguareaahgement ad:
into by the I ssuer which rank, or are expressed to r

Securities;

iISeni or OCmeams$ ofa) the depositors of the Issareyr;anfd)

(c) subordinated creditors of the Issuer in respect
terms is, or is expressed to be, subowu¢gi mndtedri mnath®
proceedr ntglse olvesuer, by way of exercise of public au
unsubordinated creditors of the | ssuer, but which ra
Junior Securities; and

fiTier 2 Capitalome aniserT 2 capit al as described in Article 84(

161/ 2002, and any secondary |l egislation adopted on t1
3.3 SetOff

No cl aims iBubes pe otahted fdd Dibd@tedasu r | tnya yHoboed dsretor be t he s
of a counterclhabm, Dec uahged ivneHtoelvalrenrti N r espect of any o
or any ot herDeletr s®enc wlwrddt weeadt,dhl alred s h allrlp olse st raesatidd i ft o
any right that it -afifghtorotthe rrwaissse hbaw eway ofetcounterc
ang$ubordinagt eegaBorsds or in respect of any of fi,ts obl
notwithstanding the pr eSuebdorndgi nsaeteetde nBzoensd sanyr eobder s o
benefit of any $Summor di nebsyp evci & a outles Bolif ¢ bsru ccho usnetter c | ai m,
the same onsuerusand oghalhle dasy the amount thereof to t
insolvencys(imn e¢tpl ghdi érbssuer, to the | iquidator ¢
Senior Creditors.

4. REDENOMINATION

Where redenomination is specified in the applicabl e |
consent of the Debt Security Holders, the Rpcéiopt hol ¢
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notii

ce

to thel debs iSemcaccoydd&ince with Condition 12 (
Redenomi

nation Date specified in the notice, t he De

Currency.

The
(i)

(ii)

(iii)

(iv)

v)

election wild.l have effect as foll ows:

t he
of

a p
Spe
on

ma r
i nt
be

not
I i s
sav
th e

agg
amo
Cur
i f
e X
€q
Se
Se
eu
Se
ar

> DO O T O O Cc ©

equ
ot h
det
i f
Cur
t he
Re
no
an
Wi
Se
de
De
Se
N o
i nt

(9]

O T S O — A

aft
Cou
Dat

De bite sSeschuarlilt be deemed to be redenominated in
euro 0.01(or equivalent in the Specified Curr
rincipal amount f or eachmobuenbtt oSfe ctulratt yD eebgtu a3 e
cified Currency, converted into euro or other
the day that the relevant redenomination occl
ket epi actriecspect of t he redenominati on into
ernationally offered securities is different |
deemed to be amended so as t ol scsouneprl ys hwailtlh psruo
ify the Debt Security Holders, the stock exct
ted of such deemed amendment s;

e to the extent that an Exchange Notice has b
amount of i nterest due in respect of the Deb
regate principal amount of Debt Securities pr
unt of such payment shalelurboe Or.Qun ded dcagwn vtad e
rency) or as applicable in the relevant Speci

finitive Bonds are required to be issued af:
se of the | svywert (Die)bti riBetctlug iddsees dfn rtehle den
al ent in other currencies) and/or such high
ities other than VS System Debt Securities
ities) may determine and notify the Debt Se
100,000 (or equivalent in other currencies)
ity Holders in eur;o damd a(cicio) diam cteh evi d¢ &hs eC omfd
ot relevant Debt Securities, in the denomin
currencies) and (but only to the extent of
her currencies) or such smaller denominatic
alent in other currencies) and such other d
than VS System DrebthsSecaséeétofesYSobSysthem|IDes
mine and notify to the Debt Security Holder

cocc —o0Q
= < S0

o
= S << ~+ S 3530

i ssued prior to the Redenomination Date, al |
rency (whether or not adtawcheddefdecrhefBomds he
| ssuer @Hxvcehsa nngoét }i Kcaett | (ctehel -deemenhnatadoDebt Se
eipts and Coupons are available for exchange
paymemtad ewii Inl reepect of them. The payment obl i
Receipts so issued will also become void on
I continue to constitute vaelw dr eedxecnhoamigneat @l i
urities, Receipts and Coupons will be issued i
ominated in the Specified Currency in such ma
t Securitiesemtbebt tB8@aounNiSt iSys) or the | ssuer
urities) may specify and as shall be notified
Exchange Notice may be given | ess tihpad 5 da
erest on the Debt Securities;

er the Redenomination Dat e, al | payments in r
pons, other than payments of interest in respe
e, widlel smé emy in the redenomination currency;
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(vii i f the Debt Securities are Fixed Rate Bonds, I nf |

Principal Payment Bonds, and interest for any pe
requibreedc atlocul ated for a period ending other than
by applying the Rate of I nterest to each Speci

applicabl e Day Count Fractibhe medmesumSubdet helr
Specified Currencyni thaddi mdg racomwyndad huBwdr ds or ot
applicable market conventi on;

(vii i f the Bonds ar g hFel caaptpilngc abbdtee FBonmdanEthamg ewi ftlo s

the provisions relating to interest; and

(vii) such ot her changes shall be made to this Conditi
Fiscal(iAgerntscal Agent (isnncathikreonft Debt hl@ecNESDeer}
System Debt Securities), and as may be specified
then applicable to instruments denominated in eu

5. INTEREST

5.1 Interest on Inflation Linked Annuity Bonds

Each I nflation Linked Annuity Bond bears interest frc«
rate(s) per annum equal to the Rate(s) of I nterest.
I nterest is calculated on each |1 nter esnmulRa ypnheinetd Dnaitteh
I ndex Ratio and with the factor I, which is calcul at
r=Q1+en)h- (1+r)k' 1o
. 8 o
k (1+r)"-2
wher e,
k= I nterest Repayment Factor for period Kk
¢S
f
c = the Rate of Interest of the relevant bond
f =ntimeer of interest payments per year
n = the number of Interest Payment Dates
k = the number of payments that have already been mac
(k=0 on the I ssue Date, k=1 on the first Interest Pa\)
The r efsiugutraents hal | be rtduntdedftoheheeheanast SBebified
payable in arrears on the Interest Payment Date(s) in
on each I nterestumPay mamte Datl eviasitt Peisci pal Repay men
The value ofl Rhenl hdexrBRéaevant I nterest Payment Dat e

(R) applicable to the relevant Itrhtee rBasB) Rarsdmexalt(c Dlaa e |
the I ssuer:

82



IR=—L
BI
wher e,
ReferenoRimea@es on each I nterest Payment Dat e:
For each day in the calendar month and number RI rourt
RI=CPM_2+gd|:_)l*é3é:PM_l—CPM_2;g
wher e,

CRa= CPIl wvalue publishetobyhSpaécsdioglmehthdMin the
Chie= CPIl wvalue published by Statistic Iceland 2 month

d= the relevant calendar dat e

D= number of calendar days in the relevant <calendar 1
Provi dedad et Reetf eirfence I ndex below is | ower than the Ba
|l ndex.

And

Base maederx the index value defined in the applicable
defined in the sapplicable Final Term

I f at any time a new index is substituted for the CP

such substitution takes effect:
) the Reference I ndex shall be deemed to refer to th

(i) the new Base Indek shel kexbsetihg Basduthdex and the
following such substitution, divided by the Refere

I f interest is required to be calculraeg®td dal la Iperd al
by using the same met hodol ogy.

5.2 Interest on Inflation Linked Equal Principal Payment Bonds

Each I nfl ation Linked Equal Principal Payment Bond.
Commencement Datreaatmhumhequatet®) thbe Rate(s) of I nter

Interest is calculated on each Interest Payment date as the Principal Amount Outstanding as defined in Condition
6.1 b) on each Interest Payment Date multiplied with the Rate of Interest and, the appropriate Day Count Fraction
and roundi nggurhee troe stubhldnaime asffe st he&Subel evant Specified
payable in arrears on the Interest Payment Date(s) ir

I f interest is required tonbereatckeaied,fsesuch peteo
by using the same methodol ogy.
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53 Interest on Fixed Rate Bonds

Each Fi BedbdeRaartse i nterest from (and including) the I n
annum equal to the Rate(s) of I nterest. I nterest will
year up to (and including) the Maturity Date.

| f Btohemd e in definitive form, except as provided in th
on each I nterest Payment Date in respect of the Fixe
amount to the FiPxaeydmeCotusp oconf Anmmotuenrteest on any I nterest
the applicable Final Terms, amount to the Broken Amou
As used in #fFHhe e@orcdittémemss s Pelmé ogleri od from (and incl
Dae (or the Interest Commencement Date) to (but excl |
Except inBdrmd da&$senotive form where an applicable Fi
specified in the applhiacdblbe kianalul Bdremds ,i ni mteesrpestt of
of Interest to:

a) in the caseBofvwhKkichedarRatreepresented by a Gl o
outstanding nominal amount of the Fixed Rate
Bond; or

b) in the cas8ooldsFdetdnRatee form, the Calcul at|

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the resultant figure
to the nearest sulmit of the relevant Specified Currendalf of any such subnit being rounded upwards or
otherwise in accordance with applicable market convention. Where the Specified Denomination of a Fixed Rate
Debt Securities in definitive form is a multiple of the Calculation Amount, the amount ofsintexrgable in

respect of such FixeBlondshall be the product of the amount (determined in the manner provided above) for the
Calculation Amount and the amount by which the Calculation Amount is multiplied to reach the Specified
Denomination, without anyfther rounding.

fiDay Countonferaancst,i oolmmn respect of the calculation of ar
Condi5t. i3on

a) iMActual / AcdDiual sge CiMA)ed in the applicable Final T

() i n theBaonubslsee rcef t he niumtmbtelre orf eldawasnt period fro
mo st recent I nterest Payment Date (or, i f no
excluding) the relifoo@amualpgBsanreengiwdad atteo (otrheshor
Det er mi nat i owh iPeh itohde dAucrcirnuga | Period ends, the
Period divided by the product of (lI) the numb
the number of Determination Dates (as specifie

in one calendar year; or

(i) in the case of Debt Securities where the Accr
during which the Accrual Period ends, the sum
(A) the number of days in such Accrual Peri o

which the Accrual Period begins divided b
such Determination Period and (y) the nur
occur in one calendar year; and

(B) the number of days in sucbettrecmiuaat Pemi Be
divided by the product of (x) the number
(y) the number of Determination Dates tha
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b) i id30/ 860&pecified in the appliagabliem HRihrealp eTe ronds , |
including) the most recent Interest Payment Date
excluding) the relevant payment date (such number
days wi-ddwolnz h0 di vided by 360.

c) Iln the Conditions:

fiDet er mi natomeanPeernbold period from (and including) a
the next Determination Date (including, where eith
Paymte Date is not a Determination Date, the period
to, and ending on the first Determination Date fal
fis -bbndneans, with respect to any cuoffremeghotchrerendwnr
available as | egal tender in the country of such ¢

54 Interest on Floating Rate Bonds
a) Interest Payment Dates

Each Floating Rate Bond belantse roandnte n@ e meshit d Bsaf cam di n tnecrl
wi || be payable in arrears on either:

) the Specified Interest Payment Date(s) in each ye

(i))if no Specified Interest Payment Dat eelasc)h idsa/taer e( es
such date, together with ealcht eSrpeescti f R)aeydntdinttheDfastdel
the number of months, or other period specified
after the precedi Dgténberesn Phgmease of the fir
I nterest Commencement Dat e.

Such interest wildl be payabl e i n rlerstpeerce sotod B eesaicthdh d n t
period from (and i nrctlubdatng)( @am time eretsé r éaty mMEo mmenc e |
the next (or first) Interest Payment Date.

| f a Business Day Convention is specified in the ap
corresponding day whi ¢heamcmal enhdaesmoRaypymemt Date sho
Payment Date would otherwise fall on a day which is
speci fied is:

(A) in any case where Specified Periods are specif i
Fl oating Rate Convention, such Interest Payment
day that is a BusinessheDapyr adwvni stihoen sr ed fenu(dinit)i sboenltd
mut aodi 6b) in the case of (y) above, shall be p«
unless it would thereby fal/l into the next <cale
Datal shbe brought forward to the i mmediately pr
I nterest Payment Date shall be the | ast Busines
after the preceding applicable I nterest Payment

B the Foll owing Business Day Conventi on, such I nt
day which is a Business Day; or

(©) the Modi fied Following Business Day Convention,
the next day swhibDeahy iusnlee sBusiitnewoul d thereby fal/l
which event such I nterest Payment Date shall b
Business Day; or
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D)

Il n t

the Preceding Business Day Conveoatugbn,feuwar dnt e
i mmedi ately preceding Business Day.

he GCBuondihemwmmaMay a day which is bot h:

(@ a day on which commerci al banks and foreicg
are open for gener al buginnesxsc h@ingel uadidn dgf
currency deposits) in London and each Add
applicable Final Terms; and

(b) either (i) in relation to any sum payabl e
on which commereii@il d&xnlkanggendmarokket s settl
open for gener al business (including deal.
deposits) in the principal financi al cent
Currency (which ty theAgspetrcafiad €afltlrans o
shall be Sydney and Auckl and, respectively

eur o, a day odftuwbpebnt AefTdmain&d oRealSet t | ¢
Express Transfer (RTARGRT B)yos)3seqw genn (t he

b) Rate of Interest

The Rate of I nterest payable from time to time in res
specified in the applicable Final Ter ms.
i) | SDA Determination for Floating Rate Bonds

(ii)

Wher e | SDAt iDer eirsni simeci fied in the applicable Fin

of I nterest is to be determined, the Rate of Inte
pl us or minus (as indicatedgiim (tihfe aampy)l .i cRadrl et Hd r
subpar adraph Havthe, an I nterest Period means a rate
be determined by the Principal Paying Agent or o
under eareysti mtate swap transaction if the Principal

Calculation Agent for that swap transa&@e06liSDA under
Definitions, as published by the International Swaps asdvBtives Association, Inc. and as amended
and updated as at the |Issue Datel S8DAt befYandr 65t ofisa

under which
A.the Floating Rate Option is as specified in tI
B.t he Desighptied ™Mheuperiod specified in the apj
C. the relevant Reset Date is the day specified in the applicable Final. Terms

For the purposes offl & dat isdagCaatad agd apilivAgGE Mg Rat e
Opt odrefsi ghlat eda nfike s etohBateet he meanings given to t
Definitions.

Unl ess otherwise stated in the applicable Final T
be zero.

Screen Rate Deter mBo&di on for Floating Rate

Wher e Screen Rate Determination is specified in t|
Rate of Il nt erest is to be determined, the Rate of
bel ow, be either:

A.t he offer edergeuocitsatamlny (dadnfe tchuot ati on on the Re
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B.t he arithmetic mean (rounded i f necessary to
rounded upwards) of the offered quotations,

(expressed as a percent agkRatratwhipeh apmpaar)s for 4dm

may be, on the Relevant Screen Page as at 11.00
ti me, in the case of LI BOR, or Brussels ti me, i n
Date inplquesbiominus (as indicated in the applic:
determined by the Issuer. I f five or more of such
Page, the highest (or, i fubhateons maereeohhgnobnseu
the |l owest (or, if there is more than one such |
di sregarded by the |Issuer for the purpose of det el

ofucsh offered quotations.

I f the Relevant Screen Page is not available or i
or , in the case of (B) above, fewer than three o
(Londbi mease dfheLIcBOR, Brussels time, in the case
case of REIBOR ), the Fiscal Agent shall request
(if other than the |Issuer) witbhniageofédteeepgeguat,!
Ref erence Rate at approximately 11.00 a. m. (Londogc
case of EURI BOR, dohe Rayplkj oaf¥i REH B@&R,) iom the I nte
guestion. of twe &®Refmwmoee@ce Banks provide the Fi s
Rate of Interest for the Interest Period shall b
deci mal place with 0.000005 beingsrpunsedr umwaud
appropriate) the Margin (if any), all as deter min
I f on any I nterest Determination Date one only or
with an offered quotati oangraasp hp,r otvhied eRlatien otfh el nptreer
Interest Period shall be the rate per annum whic
mean (rounded i f necessary to the fifth deci mal

rat ecsomnausni cated to (and at the request of) the Fi
more of them, at which such banks were offered, a
of LI BOR, Brussels ti me, i ink tthiemec,a sien otf h e URd BeO Rq f
relevant Interest Determination Date, deposits in

woul d have been used for the Ref erbeanrcke mnRartkee tb y( il fe
Ref erRanee i s LI BzOR)e -bianmtlee mBaimr loet (i f the Reference
|l cel antdaoki maeket (i f the Reference Rate is REIBO

(i f any) or, if fewer thamhewédistalhAg®ef ewethhbeo
of fered rate for deposits in the Specified Curren
for the Reference Rate, or the arithmetic mean (
depoisn tshe Specified Currency for a period equal
Ref erence Rat e, at which, at approximately 11.00
ti me, in the case of EURI BOR, RY ®reykhavikl evant
Determination Dat e, any one or more banks (which
suitable for the purpose) informs the Fitsamd Agen
mar ket (idndaeheRRted ei s -zloinB GRamtketrrhaer kkeutr o( i f t he Ref
EURI BOR) , or t-benkcemhakdtc (i htéeéhe Reference Rate

appropriate) the Margin (i f any)e, dertevwimndence dt Hant ,ac
with the foregoing provisions of this paragraph,

preceding Interest Determination Date (though sub
the relreewsatntPedrnitoed from that which applied to t he
relating to the relevant I nterest Period in plac
Period).
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As usediRbBéereenpeneBanksinathet eamenafi on of LI BOF
London office of four nbaajnokr nbaarrkkest ,i n nt hteh eL ocnadsoen o

EURI BOR, t he -zpornien coi fpfailc eEuorfo f ou-z o maibmmtke arak kK eit n 1
t he casteeronfi nmtden of REI BOR, the principal Reyk
|l cel andaoki maeket, in each case selected by the F

C) Minimum Rate of Interest and/or Maximum Rate of Interest

If the applickle Final Terms for a Floating Rate Bond specifies a Minimum Rate of Interest for any Interest
Period, then, in the event that the Rate of Interest in respect of such Interest Period determined in accordance with
the provisions of paragraph (b) above ssl¢han such Minimum Rate of Interest, the Rate of Interest for such
Interest Period shall be such Minimum Rate of Interest.

If the applicable Final Terms for a Floating Rate Bond specifies a Maximum Rate of Interest for any Interest
Period, then, in thevent that the Rate of Interest in respect of such Interest Period determined in accordance with
the provisions of paragraph (b) above is greater than such Maximum Rate of Interest, the Rate of Interest for such
Interest Period shall be such Maximum Raténtérest.

d) Determination of Rate of Interest and calculation of Interest Amounts

The Fiscal Agenwvill at or as soon as practicable after each time at which the Rate of Interest is to be determined,
determine the Rate of Interest for the relevant Intétegbd.

The Fiscal Agent will cdllrctud rad 0 )i &Aippa tahmo umnt  tdfeenidnlt ea teis
for the relevant I nterest Period by applying the Rat e

(id)n the <case BOnNwhli et ianrge Raetper esented by a Gl o
outstanding nomBiomrad praemmamtted fby hseuch GI obal Bor

(iih the case BofmdFI|deaftiimigt iR ef orm, the Calcul ati

and, in each casd,y milet iaplpyiictabd ecDagyyum@ount Fraction
to the wrmenartesotf stuhbe rel evant Specurdiitdb&€iumgencyndoadl| @
ot herwise in accordance with agpipfiedbDenomanirk@ti conefn
Bondn definitive form is a multiple of the Calculatio
Bomdall be the product of the amount (determinfed in
and the amount by which the Calculation Amount i s mul

further rounding.

fiDay Countonferaacst,i oonmn respect of the calculation of ar
Condi5t. i4on

(@ i fPActual / Acoardlct Ulasd Ak tswpeelci fied in the applic

actual number of days in the Interest Period
Period falls in a |eap years thetbham pbdbr (i 9]
I nterest Period falling in a |l eap year divid

portion of the Intérapt yRari add v aleldi by 3153 ;

(b) i P Actual / 35 (shiexea d)i ed iln Ttelremsa p plhiec aabclteu aH i nna
in the Interest Period divided by 365;

(c) iMActual / 3605 s( Spercliifngd in the applicable Fin:
in the I nterest Period divided byl3&G% om, ain
|l eap year, 366;

d i PActuadli /s36peci fied in the applicable Final T
I nterest Period divided by 360;
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(e) ii30/3600,0MBAO/ B&OBPeci fied in the applicabl
of daywe iIimterest Period divided by 360, calc

[360X (Yz - Yl)] +[30X (Mz - Ml)] + (Dz - D].)
Day Count Frad®jon =

wher e:

fiyidi s the year, expressed as a number, in which

fiy20i s t he year, expresdgag asnmazdnamkeéry, fiod | wiwii ahg
I nterest Period falls;

fiMidoi s the calendar mont h, expressed as a number
fall s;

fiM0i s the calendar mont h, expressedodad oavi ngmbéer
|l ast day of the Interest Period falls;

fiDidi s the first calendar day, expressed as a nurt
31, in whwiclhl chaes e300 and

fiD20i s the calendar day, exfpalelsosweidn gga st hae nluarsbte rd a i
I nterest Period, unl essi ssugcrhe antuentb etrh aso u2 9d, bier
wi || be 30;

® i A3EY PD6GTFEUr obondd sBapiexi fied in the applicable
days in telréd oldntddrveasdtedP by 360, calculated on

[360x (Y2- Y1)] +[30 X (M2 - M:)] + (D- - Ds)
Day Count Frag88ion =

wher e:

fiY.di s the year, expressed as a number, in which

fiy20i s t he year, expressed as ya frodnrboewi,ngi nt hwehilcahs
Interest Period falls;

fiMidi s the calendar mont h, expressed as a number
fall s;

fiM20i s the calendar mont h, expressed as a number
| asday of the Interest Period falls;

fiDidi s the first calendar day, expressed as a nu

woul d be 31, :win |Iwhbiec h3 Oc;, a saen dD

fiD:0i s the calendar day, expresséadsas daynuiumlice u,deic
I nterest Period, unl ess sucWi humber 3Wpul d be

(g i AIi3EY 360 ilsSDsApeci fied in the applicable Fina
I nterest Period divided by B6Dl owsal cul ated o

[360X (Yz - Yl)] +[30X (Mz - Ml)] + (Dz - Dl)
Day Count Frad®jon =

wher e:

fiyidi s the year, expressed as a number, in which
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fiY20i s the year, expressed as a number, in which

I nterest; Period falls

iMidi s the calendar mont h, expressed as a number
fall s;

fiM20i s t he calendar mont h, expressed as a number
|l ast day of the Interest Period falls;

fiD0i s tlkal feihdatr day, expressed as a number, of t

|l ast day of February or (ii ) ivwsiulclh bneu no0e;r awod

fiD:0i s the calendar day, expressedday analumbded,h i n
I nterest Period, unless (i) that day is the
such number woul dWiel B1hei HO0Owhich case D

e) Linear Interpolation

Where Linear I nterpol atrieempeics ofeainfiladeawsdppPleirc ol ¢é
the Rate of I nterest for such I nterest Period shall
interpolation by reference to two rates RasedDehet meéer
specified as applicable in the applicable Final Ter
Determination is specified as applicable in the appli
DesiegdnaMat urity were the period of time for which ra
relevant I nterest Period and the other of which shall
of time for whiocht rladregerarteh anv atihea blleengiteh of t he rele
that if there is no rate available for a period of ti
Agent shall determine sucd trateuahlh sawrhcdd mes aintd dbet @

fiDesi gnat edmevaarntsu,riitry rel ation to Screen Rate Deter min
Reference Rat e.

f) Certificates to be final

Al l certificates, demmu mi aat i oms ,, cril cudad j ons, guo
expressed, made or obtained for the purposes of the
Bonds) by the Fiscal Agent shall a(niinf etshte ealrsoeanc ebeofbi
|l ssuer, the Fiscal Agent, the other Paying Agents an
absence of wil ful default or bad faith) no Ilisability
shall attach to the Fiscal Agemér dinse omyeictt i ofh wi ¢ hp

di scretions pursuant to such provisions.

0) Notification of Rate of Interest and Interest Amounts

The Fi sciafl oAtgheenrt f(h,@mwh ehree Itshseuerrel evant FIl oating Rate
Securities, the Calculation Agent will cause the Rate
and the relevant I nterest Paymendk Deaxocchamge eomowhifdhe
FIl oating Rate Bonds are for the time being |isted (b
the relevant Floating Rate Bonds are not NESDibeklt Se
Agent , as soon as reasonably practicable after the C
notice thereof to be publi2pRdtiimesadccaog daoce &st Ipos

determination albwetr itrhamo teheerftourth London Business Das
I nterest Payment Date so notified may subsequently b
by way of adjustment) withoutonproirors hroattieme nign otf hd hev
such amendment wil |l be promptly notified to each st oc
for the time being |listed and to2¢Ket Boaglholpar st lod
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this paragr ajplhon ddre Buxdpieneessssi abhadyay (ot her than a Satur
banks and foreign exchange markets are open for gener

55 Accrual of interest

EadBlndr in the case of thBhendedaemppaBondivlipdofcemsiey to
interest (if any) frompapwmedateffprintspakbdempt mpnope
such event, iuret ¢ roe fatc cwiulel uaantli whi chever is the ear!]l

a) the date on which al |l Bamhauwne sb edeune pani d;esapnedct of

b) five days after the date on which theBofradh$ amour
been receiveeénby amldle nleits c&| t Ag t haetb te fSeeccur ihtays Hoe
in accor@amaiet won hl12 ( Notices).

In the event of nopayment of a Zero Coupon Bond, interest will accrue as provided in Condition 7.12 (Late
Payment on Zero Coupon Bondsigbommercial Paper).

56 Interest on any Write Down of Subordinated Bonds

| f Stuhbeor di n aatreed VEDanvdise nn f ul | , interest wCbhdbei can8e
(Poi nt-Viodb iNlointy Loss Absorption).

I n the <caseDoovMn gmy Wreiftiengdoi mt Vo mdiNoinoy &8pso»f Absor

SubordindtnedgaBands nterest will, without pr djPodindce to
oNoWNiability Loskme dp Smbtph & onpthed heorndcdhgs erest Payment
foll owi ngDbeswrh pMrovieded that any amount of interest t

Payment Date whiatht rwiolud tda thlaer et d eteehmyt ama s nD @ wmi & & ftnkc e Iy
be cancelled in accordanVeatwidhdgonpdiioon. 8 (Point of

57 Business Day, Business Day Convention, Day Count Fraction and other adjustments

a) In these Condition8Business Daymeans:

() aday orwhich commercial banks and foreign exchange markets settle payments and are open
for general business (including dealing in foreign exchange and foreign currency deposits) in
Reykjavik and any Additional Business Centre specified in the applicable Fnas$;Tand

(ii) either (A) in relation to any sum payable in a Specified Currency other than euro, a day on which
commercial banks and foreign exchange markets settle payments and are open for general
business (including dealing in foreign exchange and foreigermcy deposits) in the principal
financial centre of the country of the relevant Specified Currency as specified in applicable Final
Terms (if other than Reykjavik and any Additional Business Centre) or (B) in relation to any
sum payable in euro, a day avhich the TrandEuropean Automated Rea@lme Gross
Settl ement Express Tr anfARGET2 SYstER GH 152 )o pSyns.t e m |

b) If a Business Day Conventioris specified in the applicable Final Terms and (x) if there is no numerically
corresponding day ithe calendar month in which an Interest Payment Date should occur or (y) if any
Interest Payment Date would otherwise fall on a day which is not a Business Day, then, if the Business
Day Convention specified is:

() in any case where Specified Periods arecifipd in accordance with Condition 5.4 (a), the
Floating Rate Convention, such Interest Payment Date (1) in the case of (x) above, shall be the
last day that is a Business Day in the relevant month and the provisions of (ii) below shall apply
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mutatis mutadis or (2) in the case of (y) above, shall be postponed to the next day which is a
Business Day unless it would thereby fall into the next calendar month, in which event (1) such
Interest Payment Date shall be brought forward to the immediately pre&dimgss Day, and

(I each subsequent Interest Payment Date shall be the last Business Day in the month which
falls within the Specified Period after the preceding applicable Interest Payment Date occurred,;
or

(ii) the Following Business Day Convention, slicterest Payment Date shall be postponed to the
next day which is a Business Day; or

(iii) the Modified Following Business Day Convention, such Interest Payment Date shall be
postponed to the next day which is a Business Day unless it would thereby fall inexthe
calendar month, in which event such Interest Payment Date shall be brought forward to the
immediately preceding Business Day; or

(iv) the Preceding Business Day Convention, such Interest Payment Date shall be brought forward
to the immediately precedinguBiness Day.

C) Day Count Fraction means, in respect of the calculation of an amount of interest for any Interest Period:

(i) if Actual/Actual (ICMAJ)s specified in the applicable Final Ternrsthe case of Bonds where
the number of days in the relevant peffiae (and including) the most recent Interest Payment
Date (or, if none, the Interest Commencement Date) to (but excluding) the relevant payment
dat e Actudieriodd ) i s equal to or shorter than the
Condition 5.7(d)) during which the Accrual Period ends, the number of days in such Accrual
Period divided by the product of (I) the number of days in such Determination Period and (Il)
the number of Determination Dates (as specified in the applicable Final Termgothet
occur in one calendar year assuming that interest was to be payable in respect of the whole
year; or

(ii) in the case of Bonds where the Accrual Period is longer than the Determination Period during
which the Accrual Period ends, the sum of

(I) the numbe of days in such Accrual Period falling in the Determination Period in which
the Accrual Period begins divided by the product of (x) the number of days in such
Determination Period and (y) the number of Determination Dates that would occur in one
calendarwyear; and

(1) the number of days in such Accrual Period falling in the next Determination Period divided
by the product of (x) the number of days in such Determination Period and (y) the number
of Determination Dates that would occur in one calendar, peal

if Actual/365is specified in the applicable Final Terms, the actual number of days in the Interest
Period divided by 365 (or, if any portion of that Interest Period falls in a leap year, the sum of (i) the
actual number of days in that portion bétinterest Period falling in a leap year divided by 366, and
(ii) the actual number of days in that portion of the Interest Period falling in-Eeapryear divided

by 365);

if Actual/365 (Fixed)s specified in the applicable Final Terms, the actualbermof days in the
Interest Period divided by 365;

if Actual/365 (Sterling)s specified in the applicable Final Terms, the actual number of days in the
Interest Period divided by 365 or, in the case of an Interest Payment Date falling in a leap year, 366;

if Actual/360is specified in the applicable Final Terms, the actual number of days in the Interest
Period divided by 360;
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if 30/360, 360/36@r Bond Basigs specified in the applicable Final Terms, the number of days in
the Interest Period divided by @6the number of days to be calculated on the basis of a year of 360
days with 12 3@lay months (unless, in the case of Floating Rate Bonds only, (i) the last day of the
Interest Period is the 31st day of a month but the first day of the Interest Pexiddyisther than

the 30th or 31st day of a month, in which case the month that includes that last day shall not be
considered to be shortened to aday month, or (ii) the last day of the Interest Period is the last day

of the month of February, in whictase the month of February shall not be considered to be
lengthened to a 3@ay month));

if 30E/3600r Eurobond Basiss specified in the applicable Final Terms, the number of days in the
Interest Period divided by 360 (the number of days to be calcwatén basis of a year of 360 days

with 12 38day months, without regard to the date of the first day or last day of the Interest Period
unless, in the case of the final Interest Period, the Maturity Date is the last day of the month of
February, in whicltase the month of February shall not be considered to be lengthenedday 30
month); or such other Day Count Fraction as may be specified in the applicable Final Terms.

d) iDet er mi na tmeanseaéh@arioddramiand including) a Determination Dt excluding)
the next Determination Date (including, where either the Interest Commencement Date or the final Interest
Payment Date is not a Determination Date, the period commencing on the first Determination Date prior
to, and ending on the firstdlermination Date falling after, such date).

e) Interest Period means the period from (and including) an Interest Payment Date (or the Interest
Commencement Date) to (but excluding) the next (or first) Interest Payment Date.

f) Principal Amount Outstanding meansin respect of a Debt Security except an Inflation Linked Annuity
Bond and an Inflation Linked Equ@tincipalPayment Bond, on any day the principal amount of that Debt
Security on the Issue Date less principal amounts (if any) received by the hadehdebt Security in
respect thereof on or prior to that day. In respect of an Inflation Linked Annuity Bond and an Inflation
Linked EqualPrincipalPayment Bond, the meaning given in the applicable Final Terms.

9) Sub-Unit means, with respect to any currgrather than euro, the lowest amount of such currency that is
available as legal tender in the country of such currency and, with respect to euro, euro 0.01.

58 Benchmark Discontinuation

Notwithstanding any otr provision of Conditions.4 (Interest on Floating Rate Bonds), if a Benchmark Event
occurs in relation to an Original Reference Rate by reference to which any amount payable under the Debt
Securities remains to be determined, then the following provisions of this CondiBo(B&ndmark
Discontinuation) shall apply.

a) I ndependent Adviser

The Issuer shall use its reasonable endeavours to appoint and consult with an Independent Adviser, as soon as
reasonably practicable, with a view to the Issuer determining a Successor Rate, fadlingrhlternative Rate

(in accordance with Condition&(b)) and, in either case, an Adjustment Spread if any (in accordance with
Condition 58 (c)) and any Benchmark Amendments (in accordance @gtindition 5.8 (d))

An Independent Adviser appointed puant to thisCondition 58 shallact in good faith as an expert and (in the
absence of bad faith or fraud) shall have no liability whatsoever to the Fiscal Agent, the Paying Agents or the
Debt Security Holderfor any determination made by it or for argvace given to the Issuer in connection with

any determination made by the Issuer, pursuant teCiniglition 58.

b) Successor Rate or Alternative Rate

I f the I ssuer, following consultation withhtathe | ndepe
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i. there is a Successor Rat e, then such Successor
be
to determine any relevanebtamBaau(s)y payabj ectur

Condi 8iow)n (BAdj ust ment Spread) subsequently

operation of 8(tkheinsc hOwanrdki tDiosnc obn.t i nuati on); o

ih there Is no Successor Rate but t hat ther e

r

S

U ¢

a

(subject to adjust men8( ca)s) psrwhvsi edgeude nitn yCaobred i usi e

Original Reference Rate to determine the any

I €

(subject to the furth&r operation of this Condi

c) Adjustment Spread

If the Issuer, following consultation whitthe Independent Adviser and acting in good faith, determines (A) that

an Adjustment Spread is required to be applied to the Successor Rate or the Alternative Rate (as the case may be)

and (B) the quantum of, or a formula or methodology for determinunch #djustment Spread, then such

Adjustment Spread shall be applied to the Successor Rate or the Alternative Rate (as the case may be) for each
subsequent determination of any relevant amount(s) payable under the Debt Securities by reference to such

Succesor Rate or Alternative Rate (as applicable).

d Benchmark Amendment s

If any Successor Rate, Alternative Rate or Adjustment Spread is determined in accordance with this Condition

5.8 and the Issuerfollowing consultation with the Independent Adviser andnaciin good faith, determines (A)

that amendments to these Conditions are necessary to ensure the proper operation of such Successor Rate,

Al ternative Rate and/ or Adj uBenchmatkktAm&gnmeesa)d fsdchBrmeh

terms of the Benahark Amendments, then the Issuer shall, subject to giving notice thereof in accordance with

Condition 58 (e) (Notices, etc)without any requirement for the consent or approval of Debt Security Holders,
vary these Conditions to give effect to such Benalkmanendments with effect from the date specified in such
notice.

In connection with any such variation in accordance with@usdition 58(d) (Benchmark Amendments), the
Issuer shall comply with the rules of any stock exchange on which the Debt &sarsgtior the time being listed
or admitted to trading.

e) Notices, etc.

Any Successor Rate, Alternative Rate, Adjustment Spread and the specific terms of any Benchmark Amendments,

determined under thiSondition 58 will be notified promptly by the Issuewn the Fiscal Agent, the Paying Agents
and, in accordance with Condition (iRotices), theDebt Security HoldersSuch notice shall be irrevocable and
shall specify the effective date of the Benchmark Amendments, if any.

No later than notifying th®ebt Searity Holdersof the same, the Issuer shall deliver to the Fiscal Agent a
certificate, to be made available for inspectiorDigpt Security Holderssigned by two authorised signatories of
the Issuer:

i. confirming (a) that a Benchmark Event has occur
the Alternative Rate and, (c) where applicabl e,
anenchmark Amendment s, i nc eracdn cea swi tats tdlred ep Mo v

Condi 8i on 5.

i. certifying that the Benchmark Amendments are

ne

Successor Rate, Alternative Rate and/or Adj ust me

iii. certifying that (iégdtwieth samerndhapenmderyt chdwiud dr

the matters above or, i f t hat i s not the case,

done so.
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The Successor Rate or Alternative Rate and the Adjustment Spread (if any) and the&Bke#ahendments (if

any) specified in such certificate will (in the absence of manifest error in the determination of the Successor Rate
or Alternative Rate and the Adjustment Spread (if any) and the Benchmark Amendments (if any)) be binding on
the Issuerthe Fiscal Agent and the Debt Security Holders.

ff Survival of Original Ref erence Rate

Without prejudice to the obligations of the Issuer urigemditions 53(a), Condition B(b), 58(c) and 58(d), the

Original Reference Rate will continue to apply unkesd until the Fiscal Agent has been notified of the Successor
Rate or the Alternative Rate (as the case may be), and any Adjustment Spread and Benchmark Amendments, in
accordance with Condition&c) and (d). Further, notwithstanding any other provisibthis Condition 53, no
successor, replacement or alternative benchmark or screen rate will be adopted, nor will any other amendment to
the terms and conditions of any Series of Debt Securities be made if and to the extarththdgtermination of

the Issuer, the same could reasonably be expected to prejudice the qualification of the relevant Series of Debt
Securities as Tier 2 Capital of the Issuer and/or the Group.

For the purposes of the Conditions:

fAdjustment Spreadd me ans e i t h emaybe posifve o redative)wohthedohmula or methodology

for calculating a spread, in either case, which the Issuer, following consultation with the Independent Adviser and
acting in good faith, determines is required to be applied to the Successor Ratdlternative Rate (as the case

may be) to reduce or eliminate, to the fullest extent reasonably practicable in the circumstances, any economic
prejudice or benefit (as the case may be) to Debt Security Holders as a result of the replacem@nigafdahe
Reference Rate with the Successor Rate or the Alternative Rate (as the case may be) and is the spread, formula or
methodology which:

i. in the case of a Successor Rate, is formally r
parti esi nt or ealdeotpiton t o the replacement of the O
Rate by any Relevant Nominating Body,; or

il. in the case of an Alternative Rat e, is in cust
mar ket for tramemcd itomes @i gihnalefRef erence Rat
replaced by the Alternative Rate; or

iii. i f no such recommendation or option has beer
determines there is no such spmaadk,etf arsmgleg d
|l ssuer determines, following consultation witdt
is recognised or acknowl edgedt lceso ulnd iemg dtelré vian
transactions which rmefeerRan ece twhe r@r isgiicrhalr aR ef ¢
the Successor Rate or the Alternative Rate (act

iv. if the I ssuer determines that no such industry
in its discretiowjithothewlndependaehtafAdwovnser

determines to be appropriate.

fAlternative Rate0 means an index, benchmark or other price s

with Condition 58 has replaced the Original Reference Rateuistomary market usage in the international debt
capital markets for the purposes of determining rates of interest (or the relevant component part thereof) for a
commensurate interest period and in the same Specified Currency as the Debt Securities.

fiBenchmark Amendment has t he meaning &d.ven to it in Condit.i

fiBenchmark Event means with respect to a@riginal Reference Rate:

i.the Original Reference Rate ceasing to exist or
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i. the later of (a) the makadgi oif str aubdbficf stheéecdei

t hat it wi ||, by a specified dat e, cease publi
indefinitely (in circumstances where no succes
continue opfubtlhiec aGriiogni n al Reference Rate) and (b)
date specified in (ii)(a); or

iii.h.the making of a public statement by the supervis

that the Originalp®efmanemtcley Rat ei hdef beiehel y di s

iv.the | ater of (a) the making of a public statemer
Reference Rate that the Original Reference Rat
i ndefdins¢cemtyi nued and (b) the date falling six n
v.a public statement by the supervisor of the adm
the Original Reference Ratdowiltlhabe iprsohiski twad I
restrictions or adverse consequences), in each
vi it has or wil/l become uRi sAwgdint forr tameg IPaagu erg tAd
payments due tDebhe Smade ity &dHmy der wusing the Ori
without | imitation, under the Benchmark Regul ati
fioriginal Reference Rat#é means, for a Series, the index, ben

originally specifiedfor the purpose of determining any amount payable under the Debt Securities of

that Series. To the extent that a Successor Rate is determined to be used in respect of a Series, such
Successor Rate shall b e a Serigs Quring the peaod in Whch ieis e nc e |
used.

fiSuccessor Raté meansa successor to or replacement of the Original Reference Rate which is formally
recommended by any Relevant Nominating Body.

fiRelevant Nominating Body means in respect of an OriginaldRerence Rate:

i. the cbenftloralt he currency to which the Original R
or other supervisory authority which is respon
Reference Rate; or

i. any wor ki ngmigtrtoeuep sopro ncsoam-elilabyedchwgwi oedconstcibt ut

of (a) the central bank for the currency to whi
bank or other supervisory authomadmynwbhtchtos o
Original Reference Rate, (c) a group of the af
authorities or (d) the Financi al Stability Boar

6. PAYMENTS
6.1 Payments in respect of Inflation Linked Bonds

a) Payments imespect of Inflation Linked Annuity Bonds

In case of an Inflation Linked Annuity Bond, the Issuer shall, on each relevant Interest Payment Date, make a
payment that is the sum of the relevant Principal Repayment as defined in this Condition and thé mterent
as defined i n Con dnntity ASmount.)1 a(st ccgpd tchudra,t etdheoyfi t he Cal c

Principal Repayment(s) istheamogna | cul at ed by the | ssuer on each I nte
nomi nal amount wonh ht hdel $andexD®ta¢i o and with the fact
the following formul a:
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k-1
r*@+r
LA 50
(1+r)n-1
wher e,
A = Principal Repayment Factor
C_
r ==
f
c =the Rate of Il nterest of the relevant bond

—h
1

the nembepagmennhseper year

n = number of I nterest Payment Dates
k = the number of payments that have already been mad
Dat e, k=n on the last Interest Payment Dat e, etc.)

b) Payments in respect of an Infat Linked Equal Principal Payment Bond, including Bonds with one
payment of Principal on Maturity Date

In case of an Inflation Linked Equal Payment Bond, including Bond with one payment of Principal on Maturity

Date, the Issuer shall, on each relevatdgrest Payment Date, make a combined payment of principal, as defined

in this condition and interest dHEgeal PaysnentdAnfount §d asn Co
calculated by the Calculation Agent.

Principal Repayment(s) is an amowaiculated by the Calculation Agent on each Principal Payment Date by
multiplying the Principal Amount Outstanding on the Issue Date with the Index Ratio and dividing with the
Number of Principal payment Dates.

The Principal Amount Outstanding is calceldtased on the following formula:
IRt
PAOt :(PAOt_ 1 PF\’t_ 1)IR—
t-1
where,
PAO: means the Principal Amount Outstanding on the relevant Interest Payment Date.
PAOt.1 means the Principal Amount Outstanding on the preceding Interest Payment Date.
PR:1 means the Prinpal Repayment on the preceding Interest Payment Date.
IRt means the Index Ratio on the relevant Interest Payment Date.

IR+1 means the Index Ratio on the preceding Interest Payment Date (Issue Date for the first Interest Payment
Date).

The value of the Ingx Ratio (R) on the relevant Interest Payment Date shall be the value of the Reference Index
(RI) applicable to the relevant Interest Payment Date divided by the value of the Bas@&Ipdexc@alculated by
the Issuer:
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where,
Reference Indexor Rl means on each Interest Payment Date:

For each day in the calendar month and number RI rounded to 5 decimals:

_ éd_l*o &
RI=CR, ,+ao "R, CPM_2£

where,

CPw-1 = CPI value published by Statistics Iceland in the month preceding month M

CPwn-2 = CPI valuepublished by Statistics Iceland 2 months prior to month M

d = the relevant calendar date

D = number of calendar days in the relevant calendar month

Provided that if the Reference Index is lower than the Base Index, the Reference Index shall equalitdexBase
And

Base Indexmeans the index value defined in the applicable Final Terms, being the value of the CPI on the date
specified in the applicable Final Terms

If at any time a new index is substituted for the CPI, as of the calendar month fromladohinthat in which
such substitution takes effect:

i. the Reference Index shall be deemed to refer to the new index; and

ii. the new Base Index shall be the product of the existing Base Index and the Reference Index
immediately following such substitution, diléd by Reference Index immediately prior to such
substitution.

6.2 Method of payment

Subject as provided below payments in a Specified Currency will be made:

a) by credit or transfer to an account in the relevant Specified Currency maintained by the payee wit
a bank in the principal financial centre of the country of such Specified Currency; or

b) by credit or transfer to an account in any other Specified Currency maintained by the payee with a
bank in the principal financial centre of the country of such Sedci€urrency which shall be
converted into such Specified Currency at the date of payment using the spot rate of exchange for
the purchase of such currency against payment of ISK being quoted by the Fiscal Agent.

Payments will be wubiecti smalal dér catskeesr tloawe and regul
of payment, but without prejudice to the provisions
deduction required pursuant tb) aof agheethe8t Heser nak:
1986 qotdhger ot her wi se i mposed pursuant to Sections 147
agreement thereunder, any official i nter pr ettatoinon th
(Taxation)) any | aw implementi REAT@A intergovernment al

6.3 Presentation of Definitive Bonds, Receipts and Coupons

Payments of principal in respect of Definitive Beare
manner provided in Condition 6.2 (Method of payment)
of part payment of any sum due, endor sement ) of Def
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Definitive Bonds dwibddl owvws)uble cmhmade e oavfiadreesai d only ¢
(or, in the case of part payment of any sum due, end:¢
any Paying Agent outside the Uriitned metaamtseds hewhJine h eax |&
(including the States and the District of Columbia ar

Payments of instalments of principal (if any) in resp
wi || (subegdctheboswpr bei acnade in the manner provided ir
against presentation and surrender (or, in the case o
Receipt in accordance wihh bhetheetedahgi patabmeph. wi
provided in Condition 6.2 (Method of payment) only a
payment of any sum due, endorsement) ofi tthhd hreelpewvaretd
paragraph. Each Receipt must be presented for paymen
Bearer Bond presented for payment of the relevant i n:c
they apmertt aciomnsdad tute valid obligations of the | ssue
Bond becomes due and repayabl e, unmatured Receipts (
become void and no paymemtoshall be made in respect t
Fixed Rate Bonds and Inflation Linked Bonds in defini
with all unmatured Coupons appertaining thereto (whic
to be i ssueedofonmaetxucrheadngTal ons), failing which the amo
the case of payment not being made in full, the same
as the sum so paid bearsrom the sum due)f wil pabmededu
so deducted wil!/l be paid in the manner mentioned abo:

time before the expiry of 10 year s9(alfatxeart itome Re lienv arne
such principal (whether or not such Coulplphr wpat idpoit e

or , if later, 5 years (4 years in the case of NCSD s
woulhderowi se have become due, but in no event thereaft
Upon any Fixed Rate Bond or Inflation Linked Bonds in
to its Maturity Date, al/l unmatur ed Tanloonfsur(tihfera nCyo)u pe
wi || be issued in respect thereof.

Upon the date on which any Floating Rate Bond in de
Coupons and Talons (i f any) relating theyetat(whet hel
the case may be, exchange for further Coupons shal/l I

I f the due date for redemption of any Definitive Bea

accrued in respect ofcbudhnBfatbhe Bordeflrogppg (mahdrent
may be, the I nterest Commencement Date shall be payab
Bonds.

6.4 Payments in respect of Bearer Global Bond

Payments ofi mptrernecsitpa(li fanadny) in respect of Bonds repr ¢
as provided below) be made in the manner specified a
in the manner specifiednd,n wher ¢ edpplaind a Blea,r ea g &il rodta
as the case may be, of such Bearer Gl obal Bond at th
States. A record of each payment, di spagygenshiohgi beée
wi || be made on such Bearer Gl obal Bond either by thi
of Euroclear and Clearstream, as applicable.
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6.5

Pay
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Pay
Reg
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Reg
of
bus
rel
suc

Payments in respect of Registered Bonds

ments of primsitmpdlmefosherf tohamci pal prior to the
istered Bond (whether or not in global form) wil!l
part payment of any sum duaet, tehned osrpseecmiefnited odf ftihcee
of the Paying Agents. Such payments wil/l be made

the holder (or the first named of | oionft hhooll ddeerrss )o f
Regi stered Bonds mBRiemgtisitreead db Bptnile WRag isstemarg | (0tbhae
close of the business day (being for this purpoc:c
iness) |lkrefamrt e dtutee drad e, and (ii) where in definit
iness day (being for this purpose a day on which
ice of the Registradud sdatoec.atMaat)wibtehf sotraen dtihneg rtehlee v
der does not have a Designated Account or (b) the
. $250,000 (or its equivalent i@adnlye omdacke IBypeaidl
Specified Currency drawn on a Desi g(mbetsegnBarid (
ooumeeans the account (which, in theecasenof od PJayme
ar mmihdeaccount) maintained by a holder with a Desig
d Register and Designated Bank means (in the case

k in the principatlryfionfanscuicah Speenctirfei eodf Quhrer ecnocuyn a n
o) any bank which processes payments in euro.

ments of interest and payments of instal ments of |
i stered Bootd (mnwhelt dleal offor m) wi | | be made by a che
ignated Bank and mailed by uninsured mail on the |
istrar is |l ocated i mmeei avelt hephetedairngotrhe hreelf € vz

the Registered Bond appearing in the Registered B
iness day (being for this purpose hudapeen)whethbhr|
evant due dat e, and (ii) where in definitive form
h fifteenth day is a busifiRes®r dbapph thld esf oarded rtehses rsehl oe

Regiered Bond Register on the Record Date and at hi s

of

bef
tra
be

pri
wh o
hol
pri
Hol
amo
6.5
N o

pri

Non
r el
ma i

the Registrar not | ess than three Business Days ir
ore the ydupeaydeetnet foofr iaamt erest i n respect of a Regi
nsfer on the due date in the manner provided in th
deemed to relate to hadrl tfhuanurien tpearyensetn tdsu eo fo n nrtesd eer
nci pal (other than the final instal ment) in respec
has made the initial applicatiron iunngt itlo stuhceh ctoinnber
der . Payment of the interest due in respect of eac
nci pal wi || be made in the same manner as payment

deResgiosft ered Bonds will not be entitled to any int
unt due in respect of any Registered Bond as a re
(Payments in rej)pactivinfRegfseeretdieBdnd date for
commi ssions or expenses shall be charged to such
nci pal or interest in respect of the Registered B«

e of thkel PavwvengoAgents wildl have any responsibil
ating to, or payments made on account of , benefi
ntaining, supervising bo sevhelwenmgfiaoyal ecwneéedsshitf
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6.6 General provisions applicable to payments

The holder of a Gl obal Bond shall be the only person
by such Gl obal Bond anbdytpaymsesuerowi 6t be dhescbhrdged
Bond in respect of each amount so paid. Each of the
the beneficial hol der of a partic@labahoBiomal mamo uh D
to Euroclear or Clearstream, as the case may be, for
order of, the holder of such GI| obal Bond.

Notwithstanding the foregoi ngalprporva vwsiisoinesn so fa ptphliisc ata ne
any amount of principal and/ or interest in respect of

of principal and/ or interest in respectngfAgercth Bontk
United States if:

a) the Issuer has appointed Paying Agents with specified offices outside the United States with the
reasonable expectation that such Paying Agents would be able to make payment in U.S. dollars at
such specified offices outi the United States of the full amount of principal and interest on the
Bonds in the manner provided above when due;

b) payment of the full amount of such principal and interest at all such specified offices outside the
United States is illegal or effectilyeprecluded by exchange controls or other similar restrictions on
the full payment or receipt of principal and interest in U.S. dollars; and

c) such payment is then permitted under United States law without involving, in the opinion of the
Issuer, adversestaconsequences to the Issuer.

6.7 Payments in respect of VS System Debt Securities

Payments of principal and interest in respect of VS
Hol ders shown in the relevamtstreaomr ds &furtolcé eMCSDasV
accordance with and subject to the rules and regul a;
Euroclear or Clearstream (as the case may be).

6.8 Payment Day

I f the date f or praeysnpeenctt ooff aannyy abDwobutn tSeicnur i t vy, Receip
the holder thereof shall not be entitled to payment |
to any interest or other paymemplur phasyense rpieneda st aannyy s
day whichCdrdibt{ficcarne stda) i ptsi: on

a) a day on which commercial banks and foreign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and fongiggncy deposits) in:

(i) the case of Bonds in definitive form only, the relevant place of presentation;
(i) Reykjavik; and
(iif) any Additional Financial Centre specified in the applicable Final Terms; and

b) either (A) in relation to any sum payable in a Specifienirency other than euro, a day on which
commercial banks and foreign exchange markets settle payments and are open for general business
(including dealing in foreign exchange and foreign currency deposits) in the principal financial
centre of the countrgf the relevant Specified Currency (if other than the place of presentation,
Reykjavik and any Additional Financial Centre) or (B) in relation to any sum payable in euro, a day
on which the TARGET2 System is open.
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6.9 Interpretation of principal

Any rreenfcee in these Conditions to princiopal in respec:
applicabl e:

a) any additional amounts which may be payable with respect to principal under Condition 9
(Taxation);

b) the Final Redemption Amount of the D&#curities;

c) the Early Redemption Amount of the Debt Securities;

d) the Optional Redemption Amount(s) (if any) of the Debt Securities;

e) in relation to Debt Securities redeemable in instalments, the Instalment Amounts;

f) in relation to Zero Coupon Bonds aBdmmercial Paper, the Amortised Face Amount (as defined
in Conditions 7.8 b) and 7.8 c); and

g) any premium and any other amounts (other than interest) which may be payable by the Issuer under
or in respect of the Debt Securities.

Any reference in the Condiins to interest in respect of the Debt Securities shall be deemed to include, as
applicable, any additional amounts which may be payable with respect to interest under Condition 8 (Point of
NonViability Loss Absorption).

7. REDEMPTION AND PURCH ASE

7.1 Redemption of Inflation Linked Annuity Bonds and Inflation Linked Equal Payment
Bonds, including Bond with one payment of Principal on Maturity Date

Unless previously redeemed or purchased and cancelled as specified below, each Inflation Linked Arthuity Bon
and each Inflation Linked Equal Payment Bond, including Bonds with one payment of Principal on Maturity Date,
will, subject to Condition 6.1(a) or (b) (as applicable), be redeemed in one or more amounts, calculated in
accordance with the formula specaifia the applicable Final Terms, in the relevant Specified Currency on the
relevant Interest Payment Dates.

7.2 Final Redemption

Unless previously redeemed or purchased and cancelled as specified below, each Debt Security will be redeemed
by the Issuer ahe Final Redemption Amount specified in, or determined in the manner specified in, the applicable
Final Terms in the relevant Specified Currency on the Maturity Date.

7.3 Redemption for Tax Reasons

Subject to Condition 7.8 (Early Redemption Amounts) @mdhe case oSubordinated Bondsnly) 7.15 (FSA

Approval) the Debt Securities may be redeemed at the option of the Issuer in whole, but not in part, at any time

(if this Debt Security is neither a Floating Rate Bond, an Inflation Linked Annuity Bond nor a Inflation Linked
Equal Principal Payment Bond) on any Interest Payment Date (if this Debt Security is either a Floating Rate
Bond or I nflation Linked Bonds), on giving not | ess
VP LUX and, in accordance with Condition 12 (Notices), the Delui$y Holders (which notice shall be
irrevocable), if:

a) on the occasion of theext payment due under the Debt Securities,
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i. the Issuer has or will become obliged to pay additional amounts as provided or referred to in
Condition 8 (Point of NonViability L oss Absorption)

ii. in the case of Subordinated Bonds only, the Issuer would not be entitled to claim a deduction in
computing its taxation liabilities in any Tax Jurisdiction as defined in Condition 9 (Taxation)
respect of such payment of interest to kedenon the Debt Securities on the occasion of the next
payment due under tt&ubordinated Bond®r the amount of such deduction would be materially
reduced),

in each case, as aresult of any change in, or amendment to, the laws or regulations afsdicaodfas defined

in Condition 9 (Taxation)) or any change in the application or official interpretation of such laws or regulations,
which change or amendment becomes effective on or after (A) (in the ddssudfordinated Debt Securitjes

the dateon which agreement is reached to issue the first Tranche of the Debt Securities; or (B) (in the case of
Subordinatedond) the Issue Date and

b) such obligation, loss of entitlement (or reduction) cannot be avoided by the Issuer taking reasonable
measures aviable to it;

(eatakEvBnto) provided that no such notice of redempti on
earliest date on which (i) the Issuer would be obliged to pay such additional amounts; or (ii) the Issuer would not

be entitled talaim such a deduction (or the amount of such deduction would be materially reduced) in respect of

such payment (as applicable), in each cagere a payment in respect of the Debt Securities then be due.

Prior to the publication of any notice of rederoptpursuant to Condition 7.8 (Early Redemption Amounts), the
Issuer shall deliver to theiscal Agentif Fiscal Agent is other than the Issut)makeavailable at its specified

office to the Debt Security Holders (i) a certificate signed by two directors of the Issuer stating that the Issuer is
entitled to effect such redemption and setting forth a statement of facts showing that the conditionstficecede

the right of the Issuer so to redeem have occurred and (ii) an opinion of independent legal advisers of recognised
standing to the effect that Tax Event has occurred.

Debt Securities redeemed pursuant to this Condition 7.3 (Redemption for Tax$jerifidoe redeemed at their
Early Redemption Amount referred to in Condition 7.8 (Early Redemption Amounts) below together (if
appropriate) with interest accrued to (but excluding) the date of redemption.

7.4 Redemption at the option of the Issuer (Isser Call)

Subject, in the case &ubordinated Bondso the provisions o€ondition 7.15 ESA Approval), if Issuer Call is

specified as being applicable in the applicable Final Terms, the Issuer may, having given not less than 15 nor more
t han 30 icedatlyeDébt Seautity Holders in accordance with Condition 12 (Notices) (which notices shall

be irrevocable and shall specify the date fixed for redemption), redié@msome only of the Debt Securities

then outstanding on any Optional Redemption Raie at the Optional Redemption Amount(s) specified in the
applicable Final Terms together, if appropriate, with interest accrued to (but excluding) the relevant Optional
Redemption Date. Any such redemption must be of a nhominal amount not less thanithenMRedemption

Amount and not more than the Maximum Redemption Amount, in each case as may be specified in the applicable
Final Terms. In the case of a partial redemption of Debt Securities, the Debt Securities to be redeemed

( Redeemed Debt Securitigs Will (i) in the case of Redeemed Debt Securities represented by Definitive Bonds,

be selected individually by lot, not more than 30 days prior to the date fixed for redemption and (ii) in the case of
Redeemed Bonds by a Global Bond, be selected in acaadeth the rules of Euroclear and/or Clearstream,
Luxembourg (to be reflected in the records of Euroclear and Clearstream Luxembourg as either a pool factor or a
reduction in nominal amount, at their discretion) and (iii) in the case of VS System Raliti€&s be selected in
accordance with the rules of the NCSD or any other relevant clearing systems (as the case may be), in each case
not more than 30 days prior to the date fixed for redemption (such date of selection being hereinafter called the
fiSelection Dated ) . I n the case of Redeemed Bonds represented
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of such Redeemed Bonds will be published in accordance with Condition 12 (Notices) not less than 15 days prior
to the date fixed for redemption. Thggaegate nominal amount of Redeemed Bonds represented by Definitive
Bonds shall bear the same portion to the aggregate nominal amount of all Redeemed Bonds as the aggregate
nominal amount of definite Bonds outstanding bears to the aggregate nominal afrtberBonds outstanding,

in each case on the Selection Date. No exchange of the relevant Debt Securities will be permitted during the period
from (and including) the Selection Date to (and including) the date fixed for redemption pursuant to thisrConditio

7.4 (Redemption at the opting of the Issuer (Issuer Call)) and notice to that effect shall be given by the Issuer to
the Debt Security Holders in accordance with Condition 12 (Notices) at least five days prior to the Selection Date.

7.5 Redemption atthe option of the Debt Security Holders (Investor Put)

If the Debt Securities argnsubordinated Debt Securitiaad Investor Put is specified in the applicable Final

Terms, upon the holder of any Debt Security giving the Issuer in accordance with@oh2i{Notices) not less

than 15 nor more than 30 daysd notice the I ssuer wil
accordance with, the terms specified in the applicable Final Terms, such Debt Security on the Optional
Redemption D&t and at the Optional Redemption Amount together, if appropriate, with interest accrued to (but
excluding) the Optional Redemption Date. Registered Bonds may be redeemed under this Condition in any
multiple of their lowest Specified Denomination. It maytbat before an Investor Put can be exercised, certain
conditions and/or circumstances will need to be satisfied. Where relevant, the provisions will be set out in the
applicable Final Terms.

To exercise the right to require redemption of this Debt Sgdtigé holder of this Debt Security must, if this Debt
Security is a Bond in Definitive form and held outside Euroclear and Clearstream deliver, at the specified office
of any Paying Agent (in the case of Bearer Bonds) or the Registrar (in the casestéri@dddonds) at any time

during normal business hours of such Paying Agent or, as the case may be, the Registrar falling within the notice
period, a duly completed and signed notice of exercise in the form (for the time being current) obtainable from
anyspeci fied office of any Paying M/AgHhatided)orgndsi n hvehiccals
holder must specify a bank account (or, if payment is required to be made by cheque, an address) to which payment
is to be made under this Conditi@.5 (Redemption at the option of the Debt Security Holder (Investor Put)) and,

in the case of Registered Bonds, the nominal amount thereof to be redeemed and, if less than the full nominal
amount of the Registered Bonds so surrendered is to be redesnaetiiress to which a new Registered Bond in
respect of the balance of such Registered Bonds is to be sent subject to and in accordance with the provisions of
Condition 2 (Form, Denomination and Title). If this Bond is in definitive bearer form, the RigeNvoust be
accompanied by this Bond or evidence satisfactory to the Paying Agent concerned that this Bond will, following
delivery of the Put Notice, be held to its order or under its control.

If the Debt Security is a Bond represented by a Global Boiglin definitive form and held through Euroclear

or Clearstream, to exercise the right to require redemption of this Bond the holder of this Bond must, within the
notice period, give notice to the Fiscal Agent of such exercise in accordance withntherdstarocedures of
Euroclear and Clearstream Luxembourgh, (which may include notice being given on his instruction by Euroclear
or Clearstream Luxembourgh, or any Common Depositary for them to the Fiscal Agent by electronic means) in a
form acceptable t&uroclear and Clearstream, from time to time and, if this Bond is represented by a Global
Bond, at the same time present or procure the presentation of the relevant Global Bond to the Agent for notation
accordingly.

If the Debt Security is a VS System D&wcurity, to exercise the right to require redemption of this Debt Security
the holder of this Debt Security must, within the notice period, give notice to the Principal Paying Agent of such
exercise in accordance with the standard procedures of the NC@®LUX from time to time.

Any Put Notice or other notice given in accordance with the standard procedures of Euroclear and Clearstream,
or, in the case of NCSD System Debt Securities, the NCSD given by a holder of any Debt Security pursuant to
this paagraph shall be irrevocable.
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7.6 Redemption due to illegality or invalidity

If the Debt Securities become illegal and/or invalid, the Debt Securities of all Series may be redeemed at the
option of the Issuer in whole, but not in part, at any time, omgivi not | ess than 30 or mor e
to all Debt Security Holders (which notice shall be irrevocable).

Debt Securities redeemed pursuant to this Condition 7.6 (Redemption due to illegality or invalidity) will be
redeemed at their Early RedengotiAmount referred to in Condition 7.8 (Early Redemption Amounts) together
(if appropriate) with interest accrued (and, if this is an Inflation Linked Annuity Bond or an Inflation Linked Equal
Principal Payment Bond, adjusted for indexation in accordaitbetve provisions set out in the applicable Final
Terms) to (but excluding) the date of redemption.

7.7 Certification

The publication of any notice of redemption pursuant to Condition 7.8 (Early Redemption Amounts) shall include
a certificate signed bguthorised personnel of the Issuer stating that the Issuer is entitled or required to effect such
redemption and setting forth a statement of facts showing that the conditions precedent to the right of the Issuer
so to redeem have occurred and the ceatificshall be sufficient evidence of the satisfaction of the conditions
precedent set out above, in which event it shall be conclusive and binding on all Debt Security Holders,
Receiptholders and Couponholders

7.8 Early Redemption Amounts

For the purposefdondition 7.3 (Redemption for Tax Reasons) and Condition 11 (Events of Default), each Debt
Security wildl b e r edrly BadamptiomAmowntd ) amablboul 4t bd éa&s foll ov

a) in the case of a Bond (other than a Zero Coupon Bonds), at theR&idaimption Amount thereof;
but including an Instalment Bond, at the amount specified in, or determined in the manner specified
in, the applicable Final Terms or, if no such amount or manner is so specified in the applicable Final
Terms, at its Principal Aount Outstanding (and, in the case of an Inflation Linked Annuity Bond or
an Inflation Linked Equal Principal Payment Bond, adjusted for indexation in accordance with the
provisions set out in the applicable Final Terms); or

b) in the case of a Zero CouponiBadl , at an Amonisedrirdce Antoune ) Aical cul at ed
accordance with the following formula:

Early Redemption Amount = RP x (1 + AY)

where:

RP means the Reference Price;

AY means the Accrual Yield expressed as a decimal; and

y is a fraction theaumerator of which is equal to the number of days (calculated on the
basis of a 36@ay year consisting of 12 months of 30 days each) from (and including)
the Issue Date of the first Tranche of the Bonds to (but excluding) the date fixed for
redemption ofas the case may be) the date upon which such Debt Securities becomes
due and repayable and the denominator of which is 360), or on such other calculation
basis as may be specified in the applicable Final Terms.

c) in the case of Commercial Paper, at the Aised Face Amount calculated in accordance with the
following formula:

Early Redemption Amount = RP x (1 + DY)
where:
RP means the Reference Price;
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DY means the Discount Yield expressed as a decimal; and

Y is a fraction the numerator of which is equathte number of days (calculated on the
basis of a 36@ay year consisting of 12 months of 30 days each) from (and including)
the Issue Date of the first Tranche of the Commercial Paper to (but excluding) the date
fixed for redemption or (as the case may the) date upon which such Commercial
Paper become due and repayable and the denominator of which is 360), or on such
other calculation basis as may be specified in the applicable Final Terms.

7.9 Instalments

Instalment Bonds will be redeemed in the Imstht Amounts and on the Instalment Dates. In the case of early
redemption, the Early Redemption Amount will be determined pursuant to Condition 7.8 (Early Redemption
Amounts).

7.10 Purchases

Subject, in the case &ubordinated Bond® the provision of Gndition 7.15 ESA Approval), the Issuer or any

of its Subsidiaries may at any time purchase Debt Securities (provided that, in the case of Definitive Bonds, all
unmatured Receipts, Coupons and Talons appertaining thereto are purchased therewith)cat iamh@open

market or otherwise. Such Debt Securities may be held, reissued, resold or, at the option of the Issuer, surrendered
to any Paying Agent and/or Registrar for cancellation.

7.11 Cancellation

All Debt Securities which are redeemed or sulsgad for cancellation pursuant to Condition 7.10 (Purchases)

will forthwith be cancelled (together with all unmatured Receipts, Coupons and Talons attached thereto or
surrendered therewith at the time of redemption). All Debt Securities so cancelletidtogiéh all unmatured
Receipts, Coupons and Talons cancelled therewith) shall be forwarded to the Fiscal Agent and in the case of VS
System Debt Securities shall be deleted from the records of the NCSD, VP LUX or any other relevant clearing
system (as #hcase may be) and cannot be reissued or resold.

7.12 Late Payment on Zero Coupon Bonds and Commercial Paper

If the amount payable in respect of any Zero Coupon Bonds or Commercial Paper upon redemption of such Zero
Coupon Bond or Commercial Paper purduarConditions 7.2, 7.3, 7.4 or 7.5 above or upon its becoming due

and repayable as provided in Conditidn(EEvents of Default) is improperly withheld or refused, the amount due

and repayable in respect of such Zero Coupon Bonds or Commercial Papée ghallamount calculated as
provided in Condition 7.8 (b) and 7.8 (c) respectively as though the references therein to the date fixed for the
redemption or the date upon which such Zero Coupon Bond or Camhtesper becomes due and payable were
replacedby references to the date which is the earlier of:

a) the date on which all amounts due in respect of such Zero Coupon Bond or Commercial Paper have
been paid; and

b) five days after the date on which the full amount of the monies payable in respectZdisuCloupon
Bond or Commercial Paper has been received by the Fiscal Agent and notice to that effect has been
given to the Debt Security Holders in accordance with ConditigiiNatices).
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7.13 Redemption upon a Capital Everit Subordinated Bonds

This Condition 7.13. applies only Bubordinated Bonds relation to which this Condition 7.13 $pecified as
being applicable in the applicabl edBomddd Tidrems, Sazmcdr
Hol der so i n t hiaonstridacecbidingyon shal | be ¢

Subject to the provisions @ondition 7.15 FSA Approval) of, the Debt Security may, save as provided below,

be redeemed at the option of the Issuer,hiole, but not in part, at any time (if this Debt Security is not a Floating

Rate Bond) or on any Interest Payment Date (if this Debt Securitfisading Rate Bondan Inflation Linked

Bond or an I nflation Linked Annuity Bond), on giving
notice shall be irrevocable) to the Fisdgent and, in accordance with Condition 12 (Notices), the Debt Security

Holders, if a Capital Everttccurs.

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall deliver to the Fiscal
Agent (f Fiscal Agent isother than the Issuer), or theCSD agent, as applicable, a certificate signed by two
directors of the Issuer stating that the Issuer is entitled to effect such redemption and setting forth a statement of
facts showing that the conditions precedent taitite of the Issuer so to redeem have occurred.

Debt Securities redeemed pursuant to this Condition 7.1dwiledeemed at their Early Redemption Amount
referred to in Conditior7.8 (Early Redempbn Amounts) together (ifgpropriate) with interest accrued to (but
excluding) the date of redemption.

In the Conditions, the following expressions shall have the following meaning:

fApplicable Banking Regulation® means at any time the | aws,ndregul at
policies relating to capital adequacy then in effect in Iceland and applicable to the Issuer and/or the Group
including, without limitation to the generality of the foregoing, those regulations, requirements, guidelines and
policies relating to capitaldequacy then in effect of tf&SA (whether or not such requirements, guidelines or

policies have the force of law and whether or not they are applied generally or specifically to the Issuer and/or the
Group); and

fiCapital Eventd means t he dhe lsmier mitencnsultation whhytR€A, that, as a result of a
change in Icelandic law or Applicable Banking Regulations or any change in the official application or
interpretation thereof becoming effective on or after the Issue Date of the lash@maf the Debt Security, the

Debt Security are excluded in whole or in part from the Tier 2 Capital of the Issuer and/or the Group, other than
where such exclusion is only as a result of any applicable limitation on such capital,

fiGroup0 me a n s andite Subsdiariesetaken as a whole; and

fiSubsidiarie® means any entity whose affairs are required
accounting principles applicable in Iceland to be cor

7.14 Substitution or Variation-Subordinated Bonds

This Condition Bubér dppabadred o @dingzetba Secuni hyt hHobkder
Condition shall be construed accordingly.

I f Condildi scipebéef ngdappli cable in the applicable Fina
or a Tax Event occur s, subj ESAppo avhbee )l psrsouveirs invanys, odhfa v
not | ess than 306nmoi cmonevhi chbe®di ceysbhablig) Ftios ctaH e
Agent is other fThamctbedbad®adMiotittiec EBaIliti t Seaur ity Hol
substitute all, Bwitndsot »oerwmo yB§ hied Bt hdte t hey remai
appropriate, become, Qualifying Securities, provided
any right of the I ssuer to redeem theisbbdgtiet utead me
provisiBasdsef the
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Prior to the publication of any notice of substitutio
to the Fiidcd&li shkmpdntAgent )i,s aotcheerrt itflniacnaDiiteh escitlgsnsesde olf y t th

stating that the | ssuer is entitled to effect such
showing that the conditions precedent to theeright o
terms of the | ssuer, have occurred.

I n the Conditions, the following expressions shal/l h

AQual i fyi ngneaBssecuritigssueédeligectly or indirectly by the Issuer that:

ayhave terms not materially |l ess favourable to the De
Securities (as reasonably determined by the Issuer)
equal to thateefptherDéebttBecueiteivant substitution
the same interest rate and the same | nterest Paymer

bstituted or varied had a PRauthiln gs hfAegde nacnyd isnomeidciiattee
bstitution or wvariati on,oreaarhn swrcche Raitti sn gi Mtgemtciyo 1

Securities prior to the r elaswamtays wbbest i(tiuitii)onh aovre wte
rights as the Debt Securities prior to the relevant
the then currenESAkrrguébemeot i eof 2h€apgtalgh({s)upde
the Debt Securities to any accrued interest which he
the I nterest Payment Date | ast preceding the date o
t he | notnenrmeenscte m@ nt Dag et h ea nd)a Jwhi gjrag( Debt Securities
s u

s u

or higher published and solicited rating to the rel
b)are |l isted on a recognised stock exchange, i f t he
Substitutaitomngr asarsel ected by the I ssuer; and

iRat i ng oAMmgemsy t her erddteivmmgntagency (or their respectiv
applicable Final Ter ms.

7.15 FSAapproval

I n theScelsrdiofat b Banmrdsy redemption in any 7.ircumst a
(Purchases) or substitutildn (SGubgait-8tbondiondi#ved CBoi
shall take placenwictome EtS Ati lbd pmgmidornt owrt ihtet ek $.ntFdrhen
the avoidance of Sudbabdi n auesisemp oGioded | (@Feaharmpti on) shal |
require theScAonsent of the

8. POINT OF NON- VIABILITY LOSS A BSORPTION

8.1 This Condition 8 applies only to Subordinated Bonds and prior to the date on which any Applicable Statutory
Loss Absorption Regime becomes effectivend niDelstpec
SecurtyHol derso in this condition shall be construed a

8.2 If a NonViability Event occurs at any time on or after the Issue Date and prior to the date on which any
Applicable Statutory Loss Absorption Regime becomes effective in respect of thedaelities, the Issuer
will:

a) promptly notify Debt Security Holders thereof in accordance with Camdit? (aNon-Viability
Event Notice); and

b) irrevocably and mandatorily (and without any requirement for the consent or approval of Debt
Security Holders) cancel any accrued and unpaid interestaavta the Prevailing Principal Amount
of the Subordinated Bonds in full or to the extent requiredrdter for the Issuer no longer to be
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considered NotViable by the Relevant Resolution Authority and in order that such\Naipility
Event i s no | o nWrta-Dovend n ta iWtittenAD @ w nstfakh be ficonstrued
accordingly), which No#Viability Write-Down shall take place as directed by the Relevant
Resolution Authority in accordance with the priority of claims under normal insolvency proceedings
and may be effected before any public provision of capital to the Issuer or any other equivalent
measureof extraordinary financial support without which, in the determination of the Relevant
Resolution Authority, the Issuer would be Ndiable.

With effect on and from the date on which an Applicable Statutory Loss Absorption Regime becomes effective
in respet of the Debt Securities, the foregoing provisions of this Condition 8 will lapse and cease to have any
effect (and without any requirement for the consent or approval of Debt Security Holders or any notice to be given
to Debt Security Holders), except tioe extent such provisions are required by the Applicable Statutory Loss
Absorption Regime. If a NeNiability Event occurs on or after such date, the Relevant Resolution Authority (or
the Issuer following instructions from the Relevant Resolution Autfjamay (without any requirement for the
consent or approval of Debt Security Holders or any notice to be given to Debt Security Holders) take such action
in respect of the Debt Securities as is required or permitted by such Applicable Statutory LogsokRegime.

Debt Security Holders shall have no claim against the Issuer in respect of any Prevailing Principal Amount of the
Subordinated Bondthat is WritteaDown in accordance with the provisions of this Condition 8 or otherwise
pursuant to any Apmable Statutory Loss Absorption Regime.

In these Conditions, the following expressions have the following meanings:

Applicable Statutory Loss Absorption Regimemeans a Statutory Loss Absorption Regime that is applicable to
the Debt Securities;

Non-Viability Event means the occurrence of any of the following events:

a. the Relevant Resolution Authority determines that the Issuer is or will b&/Mdbte without a Non
Viability Write-Down;
b. the Relevant Resolution Authority decides to inject capitéd ithe Issuer or provide any other
equivalent extraordinary measure of financial support without which, the Issuer would become Non
Viable; or
c. any other event or circumstance specified in Applicable Banking Regulations or any Applicable
Statutory Loss Abkorption Regime that leads to a determination by the Relevant Resolution Authority
that the Issuer is Ne¥iable;
in each case, where such determination or decision by the Relevant Resolution Authority is required pursuant to
Applicable Banking Regulatiorsr any Applicable Statutory Loss Absorption Regime

Non-Viable means the liquidation or insolven(n Icelandic:slit eda gjaldpro} of the Issuer or if the Issuer is,
unable to pay a material part of its debts as they fall due or unable to carry osiitssb or is subject to
restructuring or resolution under Act on Financial Undertaking, No. 161/2002 and Act on Bankruptcy, etc. No.
21/1991 or any other event or circumstance specified as such in Applicable Banking Regulations or any
Applicable Statutory.oss Absorption Regime;

Relevant Resolution Authority means theFSA or any successor authority that is responsible for the
determination of any NoeNiability Event in respect of the Issuer or that otherwise has the power to implement
loss absorption measas with respect to the Issuer under any Applicable Statutory Loss Absorption Regime; and

Statutory Loss Absorption Regimemeans any statutory regime implemented or directly effective in Iceland
which provides any Relevant Resolution Authority with the @mato implement loss absorption measures in
respect of capital instruments (such as the Debt Securities), including, but not limited to, any regime resulting
from the implementation in Iceland of, or which otherwise contains provisions analogous tdjv®irec
2014/59/EU establishing a framework for the recovery and resolution of credit institutions and investment firms,
as amended or replaced from time to time.
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9. TAXATION

All payments of principal and interest in respect of the Debt Securities and Coupmmarblyehalf of the Issuer

will be made without withholding or deduction for or on account of, any present or future taxes, duties,
assessments or governmentalrgleaof whatever nature imposed or levied by or on behalf of any Tax Jurisdiction
unless suc withholding or deduction is required by law. In such event, the Issuer will pay such additional amounts

as shall be necessary in order that the net amounts received by the holders of the Debt Securities or Coupons after
such withholding or deduction shabual the respective amounts of principal and interest which would otherwise

have been receivable in respect of the Debt Securities or Coupons, as the case may be, in the absence of such
withholding or deduction; except that no such additional amouail$ Is& payable with respect to any Debt
Security or Coupon:

a) In respect of any demand made for payment in Iceland; or

b) in respect of any demand made for payment by or on behalf of a holder who is liable for such taxes, duties,
assessments or governmentalrglea in respect of such Debt Security or Coupon by reason of it having
some connection with a Tax Jurisdiction other than the mere holding of such Debt Security or Coupon; or

C) in respect of any demand made for payment more than 30 days after the Reléxdas Dafined below)
except to the extent that the holder thereof would have been entitled to an additional amount on presenting
the same for payment on such thirtieth day assuming that day to have been a Payment Day (as defined in
Condition 6.8 (Paymeriday)); or

d) where such withholding or deduction is required to be made based on provisions of the Act on Withholding
of Public Levies at Source No. 45/1987, as amended, the Act on Withholding of Tax on Financial Income
No. 94/1996, as amended, and Articlef helTA , and any other legislation, laws or regulations, replacing
or supplementing the same.

Not withstanding any other provision of these Conditd.i
additional amount sSeicnurridgd pec tanaf CtolugpobDsbtf or, or on
deduction required pursuant to an agreement describe
pursuant to Sections 1471 through 14&74undfert herCadeg,
interpretations thereof, or any | aw implementing an i

As used herein:

fiTax Jurisdictiond means |l cel and or any political subdivision
to tax; and

thefiRelevantDat® means t he date on which such payment first
the moneys payable has not been duly received briheipal PayingAgent on or prior to such due date, it

means the date on which, the full amoahsuch moneys having been so received, notice to that effedyis du

given to the Debt Security Holders in accordance with ConditoiiNatices).

10. PRESCRIPTION

The Debt Securities, Receipts and Coupons (other than NCSD System Debt Securities) wilMoédamiess

claims in respect of principal and/or interest are made within a period of 10 years (in the case of principal) and 5
years (in the case of interest) after the Relevant Date (as defined in Condition 9 (Taxation)). The NCSD System
Debt Securitis will become void unless claims in respect of principal and/or interest are made within a period of
10 years (in the case of principal) and 4 years (in the case of interest) after the Relevant Date (as defined in
Condition9 (Taxation).

There shall not be included in any Coupon sheseted on exchange of a Talon any Coupon the claim for payment
in respect of which would be void pursuant to this Condition or Condition 6.3 (or any Talon which would be void
pursuant to Condition 6.3 (Presetion of Definitive Bonds, Receipts a@bupony).
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11. EVENTS OF DEFAULT
11.1 Events of defauli Unsubordinated Debt Securities

This Condition 11.1 shall apply only ténsubordinated Debt Securitesn d r ef er ences t o ADebt
ADebt Security Holderso in this IGoyoreiortmoreafthelfdlowhg shal |
events [Evenadaf Defaalth) fishal | occur and be continuing:

a) if default is made in the paymeim the Specified Currency of any principal or interest due in respect of
the Debt Securities or any of them and the default continues for a period of five days in the case of principal
and 10 days in the case of interest; or

b) if the Issuer fails to perfam or observe any of its other obligations under the Conditions and (except in any
case where the failure is incapable of remedy when no such continuation or notice as is hereinafter
mentioned will be required) the failure continues for the period of 38 axt following the service by a
Debt Security Holder on the Issuer of notice requiring the same to be remedied; or

C) if (i) any Financial Indebtedness (as defined below) of the Issuer becomes due and repayable prematurely
by reason of an event of defaulibfvever described); (ii) the Issuer fails to make any payment in respect
of any Financial Indebtedness on the due date for payment as extended by any originally applicable grace
period; (iii) any security given by the Issuer for any Financial Indebtedimessnes enforceable; or (iv)
default is made by the Issuer in making any payment due under any guarantee and/or indemnity given by
itin relation to any Financial Indebtedness of any other person, provided that the aggregate nominal amount
of any such Finacial Indebtedness of the Issuer in the case of (i), (ii) and/or (iii) above, and/or amount of
Financial Indebtedness in relation to which such guarantee and/or indemnity of the Issuer has been given
in the case of (iv) atbsequiealentinany athercurerey;or 025, 000, 00C

d) if any order is made by any competent court or resolution passed for the winding up or dissolution of the
Issuer, save for the purposes of reorganisation on terms previously approved by an Extraordinary
Resolution;or

e) if the Issuer ceases or threatens to cease to carry on the whole or substantially all of its business (save in
each case for the purposes of reorganisation on terms previously approved by an Extraordinary Resolution
or the Issuer stops or threatensttpgpayment of, or is unable to, or admits inability to, pay, its debts (or
any class of its debts) as they fall due, or is deemed unable to pay its debts pursuant to or for the purposes
of any applicable law, or is adjudicated or found bankrupt or insglee

f) if (A) proceedings are initiated against the Issuer under any applicable liquidation, insolvency,
composition, reorganisation or other similar laws, or an application is made (or documents filed with a
court) for the appointment of an administratiweother receiver, manager, administrator or other similar
official, or an administrative or other receiver, manager, administrator or other similar official is appointed,
in relation to the Issuer or, as the case may be, in relation to all or sublstafitiafl the undertaking or
assets of the Issuer, or an encumbrance takes possession of all or substantially all of the undertaking or
assets of the Issuer, or a distress, execution, attachment, sequestration or other process is levied, enforced
upon, sud out or put in force against all or substantially all of the undertaking or assets of the Issuer and
(B) in any case (other than the appointment of an administrator) is not discharged within 14 days; or

g) if the Issuer initiates or consents to judicial medings relating to itself under any applicable liquidation,
insolvency, composition, reorganisation or other similar laws (including the obtaining of a moratorium) or
makes a conveyance or assignment for the benefit of, or enters into any compositien arrangement
with, its creditors generally (or any class of its creditors) or any meeting is convened to consider a proposal
for an arrangement or composition with its creditors generally (or any class of its creditors),

then any Debt Security Holderay, by written notice to the Issuer at the specified office of the Fiscal Agent,
effective upon the date of receipt thereof by the Fiscal Agent, declare any Debt Security held by it to be forthwith
due and payable whereupon the same shall become fortthwgtand payable at its Early Redemption Amount,
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together with accrued interest (if any) to the date of repayment, without presentment, demand, protest or other
notice of any kind.

In respect of this Condition 11 (Events of Default) Financial Indebtedresssany indebtedness for or in respect
of:

Means any indebtedness for or in respect of:

a) borrowed money;
b) any amount raised by acceptance under any accepta

¢c) any amount raised pufrascuialnitt yt oo ra ntyh en oitses yeu rocfh aasney ¢

stock or other similar instrument (with the excep
and its consolidated subsidiaries, taken as a who
d t haemount of any | iability in respect of any | ease

with I nternational F(limFraRSbjealt rBRapedt asgaSfamaaceés o
e) receivabl es sold or dirsrceocuonutresde (boatshiesr)wi se t han on

ff any amount raised under any other transaction (in

the commercial or economic effect of a borrowing
transaction tbheatcliass srid g widr eadhdt oaccounted for as |
purposes in accordance with | FRS;

g any derivative transaction entered into in connec
in any rate or pritche (vaan du,e wohfe na ncya ldceurliavtaitnigve tr a
mar ket value shall be taken into account); or

h) any coodeesmnity obligation in respect of a guaran

| etotfercredit or any atbhaeamki mstfumaemiciiasdsueadthy ut i

all as more particularly defined in the Agency Agreement (if any).

11.2 Enforcement Events Subordinated Bonds

This Cdidaigtpilore Subwolr yi heatnedd rBd néBreenddcse®e bbb Secuodoity Hol
in this Condition shall be construed accordingly.

The following event sfEaf ocicemembuo&Eivemdnbeathit anenforc
relatiBond® t he

a) i f default is made in the payntenaB otfde nayn yp roifn cti hpea
and the default continues for a period of five d
interest, any Debt Security Holder may, at i ts
proceedindgsi ni norldceerl atno recover the amoumdlsdduge frc
provided t hatHolad éore brhaySercaitr igty any time file for |
Any Debt HoSedceurr i nmayy , at its discretion and without
against the |l ssuer as it may think fit to enforc
| ssuer Binmddesprtolvé ded t hat t hef Itslsaleirn sthiattdt inont  dfy
be obliged to pay any sum or sums sooner than the

b) if an order is made or an effective resolution is passed for the liquidation or bankruptcy of the Issuer,
save for tle purposes of reorganisation on terms previously approved by an Extraordinary Resolution,
then theBondsshall become due and payable at their outstanding principal amount together with interest
(if any) accrued to such date.
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12. NOTICES

(a) Bonds other than¥ System Debt Securities

All notices regarding the Bearer Bonds will be deemed to be validly gaénpublished in a leading Icelandic
language daily newspaper of general circulation in Reykjavik and (b) if and for so long as the Bearer Bonds are
admited to trading on the regulated market of the Nasdaq Iceland and listed on the Official List of the Nasdaq
Iceland, and/or on the Nasdaq Iceland website (www.nasdagomxnordic.com). The Issuer shall also ensure that
notices are duly published in a manneiickhcomplies with the rules and regulations of any stock exchange or

any other relevant authority on which the Bearer Bonds are for the time being listed or by which they have been
admitted to trading. Any such notice will be deemed to have been givdre a@ate of the first publication or,

where required to be published in more than one newspaper, on the date of the first publication in all required
newspapers.

All notices regarding the Registered Bonds will be deemed to be validly given if sent hpjafistmail or (if

posted to an address overseas) by airmail to the holders (or the first named of joint holders) at their respective
addresses recorded in the Registered Bond Register and will be deemed to have been given on the fourth day after
mailing and, in addition, for so long as any Registered Bonds are (a) admitted to trading on the regulated market
of the Nasdaq Iceland and listed on the Official List of the Nasdaq Iceland., and/or the Nasdaq Iceland website
(www.nasdagomxnordic.com), or (b) lidten a stock exchange or are admitted to trading by another relevant
authority and the rules of that stock exchange or relevant authority so require, such notice will be published in a
daily newspaper of general circulation in the place or places redpyiréase rules.

Until such time as any Definitive Bonds are issued, there may, so long as any Global Bonds representing the
Bonds are held in their entirety on behalf of Euroclear and/or Clearstream, be substituted for such publication in
such newspapei(or such mailing the delivery of the relevant notice to Euroclear and/or Clearstream for
communication by them to the Debt Security Holders and, in addition, for so long as any Debt Securities are listed
on a stock exchange or are admitted to trading tslevant authority and the rules of that stock exchange or
relevant authority so require, such notice will be published in a daily newspaper of general circulation in the place
or places required by the rules of that stock exchdhget day is specified, any such notice shall be deemed to
have been given to the Debt Security Holders on the day which the said notice was given to Euroclear and/or
Clearstream.

(b) VS System Debt Securities

All notices regarding VS System Debt Securities will be valid if published in a manner which complies with the
rules and regulations of the relevant act which apply to publicly listed securities and/or any stock exchange and/or
any other relevant authoritgn which the VS System Debt Securities are for the time being listed or by which
they have been admitted to trading. Any such notice will be deemed to have been given on the date of the first
publication. Where the Debt Securities are VS System Debt iBesuthe Issuer can additionally at its own
discretion obtain information from the NCSD, VP LUX, or any other clearing system as decided by the Issuer, on
the Debt Security Holders in order to send notices to each Debt Security Holder directly.

(c) Notices given by Debt Security Holders

Notices to be given by any Debt Security Holders shall be in writing and given by lodging the same, together (in
the case of any Debt Security in definitive form) with the relative Debt Security or Debt SecuritiekevAtbcal

Agent (in the case of Bearer Bonds) or the Registrar (in the case of Registered Bonds). Whilst any of the Debt
Securities are represented by a Global Bond, such notice may be given by any Debt Security Holder to the Fiscal
Agent or the Registrahrough Euroclear and/or Clearstream, as the case may be, in such manner as the Fiscal
Agent, the Registrar and Euroclear and/or Clearstream, as the case may be, may approve for this purpose.

13. MEETINGS OF DEBT SECURITY HOLDERS AND MO DIFICATION

(a) Bondsotherthan VS System Debt Securities
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An Agency Agreemen(as the case may b@jll contain provisions for convening meetings of the Debt Security
Holders to consider any matter affecting their interests, including the sanctioning by Extradrdisaittion of

a modification of the Debt Securities, the Receipts, the Coupons or any of the provisions of an AgeeneAt.

Such a meeting may be convened by the Issuer and shall be convened by the Issuer if required in writing by Debt
Security Holdersolding not less than 10 per cent. in nominal amount of the Debt Securities for the time being
remaining outstanding. The quorum at any such meeting for passing an Extraordinary Resolution is one or more
persons holding or representing not less than 5@¢et. in nominal amount of the Debt Securities for the time

being outstanding, or at any adjourned meeting one or more persons being or representing Debt Security Holders
whatever the nominal amount of the Debt Securities so held or represented fatadEny meeting the business

of which includes the modification of certain provisions of the Debt Securities, the Receipts or the Coupons
(including modifying the date of maturity of the Debt Securities or any date for payment of interest thereon,
redudng or cancelling the amount of principal or the rate of interest payable in respect of the Debt Securities or
altering the currency of payment of the Debt Securities, the Receipts or the Coupons), the quorum shall be one or
more persons holding or reprasiag not less than twthirds in nominal amount of the Debt Securities for the

time being outstanding, or at any adjourned such meeting one or more persons holding or representing not less
than onethird in nominal amount of the Debt Securities for thaetibeing outstanding. An Extraordinary
Resolution passed at any meeting of the Debt Securities shall be binding on all the Debt Security Holders, whether
or not they are present at the meeting, and on all Receipt holders or Coupon holders.

The Fiscal Agenfif Fiscal Agent is other than the Issuand thelssuer may agree, without the consent of the
Debt Security Holders, Receiptholders or Coupon holders, to:

(@ any modification (except such modifications i n
mentioned above) of the Debt Securities, the Rec
is not prejudicial to the interests of the Debt

(b)) any modification of the Debt Securi ttimesat twhhe cRec
is of a formal, mi nor or technical nature or i s
mandatory provisions of the | aw.

Any such modification shall be binding on the Debt Security Holders, the Receiptholders and the Couponholders
ard any such modification shall be notified to the Debt Security Holders in accordance with Congition 1
(Notices) as soon as practicable thereafter.

(b) VS System Debt Securities

The Issuer may, in its capacity as NCSD Agent, convene meetings of the lobld& System Debt Securities

to consider any matter affecting their interests, including sanctioning by a majority of votes a modification of the
VS System Debt Securities. Such a meeting may be convened by the Issuer or by the holders of not less than 10
per cent. of the Voting VS System Debt Securities. For the purpose of this Condition, Voting VS System Debt
Securities means the aggregate nominal amount of the total number of VS System Debt Securities not redeemed
or otherwise deregistered in the NCSDUMP Lux, less the VS System Debt Securities owned by the Issuer, any
party who has decisive influence over the Issuer or any party over whom the Issuer has decisive influence.

The quorum at a meeting for passing a resolution is one or more persons holding at least one half of the Voting
VS System Debt Securities or at any adjourned meeting one or more persons being or representing holders of
Voting VS System Debt Securities wheér the nominal amount of the VS System Debt Securities so held or
represented, except that at any meeting the business of which includes the modification of certain provisions of
the VS System Debt Securities (including modifying the date of maturihedfS System Debt Securities or any

date for payment of interest thereof, reducing or cancelling the amount of principal or the rate of interest payable
in respect of the VS System Debt Securities or altering the currency of payment of the VS Systeecrélas),

the quorum shall be one or more persons holding or representing not less #thindsvim aggregate nominal

amount of the Voting VS System Debt Securities for the time being outstanding, or at any adjourned such meeting
one or more person®lding or representing not less than dhied in aggregate nominal amount of the Voting

114



VS System Debt Securities. A resolution passed at any meeting of the holders of VS System Debt Securities shall
be binding on all the holders, whether or not theypesent at such meeting. If and whenever the Issuer has
issued and has outstanding VS System Debt Securities of more than one Series, (i) a resolution which affects the
VS System Debt Securities of only one Series shall be deemed to have been dulyf passed iat a separate

meeting of the holders of the VS System Debt Securities of that Series; (ii) a resolution which affects the VS
System Debt Securities of more than one Series but does not give rise to a conflict of interest between the holders
of VS System Debt Securities of any of the Series so affected shall be deemed to have been duly passed if passed
at a single meeting of the holders of the VS System Debt Securities of all the Series so affected; and (iii) a
resolution which affects the VS Systdédebt Securities of more than one Series and gives or may give rise to a
conflict of interest between the holders of the VS System Debt Securities of one Series or group of Series so
affected and the holders of the VS System Debt Securities of anothes Segroup of Series so affected shall

be deemed to have been duly passed only if it is duly passed at separate meetings of the holders of the VS System
Debt Securities of each Series or group of Series so affected.

The Issuer, in its capacity as NCSDeg, may in certain circumstances, without the consent of the holders of
the VS System Debt Securities, make decisions binding on all holders relating to the Conditions which are not in
its opinion, materially prejudicial to the interests of the holdetke¥S System Debt Securities. The Issuer shall
consider the interest of the holders of VS System Debt Securities while making such decisions.

14. FURTHER ISSUES

The Issuer shall be at liberty from time to time without the consent of the Debt Security sHdhder
Receiptholders or the Couponholders to create and issue further Debt Securities having the same terms and
conditions or terms and conditions which are the same in all respects save for the amount and date of first payment
of interest thereon and tldate from which interest starts to accrue and so that the same shall be consolidated and
form a single Series with the outstanding Debt Securities.

Contracts (Rights of Third Parties) Act 1999

No person shall have any migfhtt teo RBelftorSec wrniyt ites nurod
(Rights of Third Parties) Act 1999.

15. GOVERNING LAW AND JU RISDICTION
15.1 Governing Law

The Debt Securities, the Receipts, the Coupons and the Talons (other than NCSD System Debt Securities) and
anynoncontractual obligations arising out of or in connection with them are governed by, and shall be construed
in accordance with, English law. The NCSD System Debt Securities will be governed by, and construed in
accordance with Icelandic law.

15.2  Jurisdiction

The Courts of England are to have jurisdiction to settle any disputes that may arise out of or in connection with

any Debt Securities, Coupons or Talons (other than NCSD System Debt Securities) and accordingly any legal
action or proceedings arisirmyt of or in connection with any Debt Securities, Receipts or Coupons or Talons
(other than NCSD S¥PreceasimppDelmaySbdeubirbiugh)t (MM such cour
submits to the jurisdiction of the courts of England and waimg®hjection to Proceedings in such courts on the

ground of venue or on the ground that the Proceedings have been brought in an inconvenient forum. This
submission is made for the benefit of each of the holders of the Debt Securities, Coupons and Realosiptsr

(other than NCSD System Debt Securities) and shall not affect the right of any of them to take Proceedings in any
other court of competent jurisdiction nor shall the taking of Proceedings in one or more jurisdictions preclude the
taking of Procedings in any other jurisdiction (whether concurrently or not).
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The Issuer irrevocably agrees that any dispute arising out of the NCSD System Debt Securities shall be subject to
the exclusive jurisdiction déadsddmer R&kjavikar)i catn dCd uvergtal o fac
taken may be proceeded with in accor danLégeunmmedfeld t he A
einkamdla@) , Chapter 17.

15.3 Service of Process

The Issuer irrevocably appoints the Embassy of Icelamdgdon as its agent in England to receive, for it and on

its behalf, service of process in any Proceedings in England. Such service shall be deemed completed on delivery
to such process agent (whether or not, it is forwarded to and received by the Ifs&uehy reason such process

agent ceases to be able to act as such or no longer has an address in London, the Issuer irrevocably agrees to
appoint a substitute process agent and shall immediately notify holders of such appointment in accordance with
Condition 12 (Notices). Nothing shall affect the right to serve process in any manner permitted by law.

16. REPLACEMENT OF BONDS, RECEIPTS, COUPONSAND TALONS

Should any Debt Security, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, itapkacbe at

the specified office of the Fiscal Agent upon payment by the claimant of such costs and expenses as may be
incurred in connection therewith and on such terms as to evidence and indemnity as the Issuer may reasonably
require. Mutilated or defadeDebt Securities, Coupons or Talons must be surrendered before replacements will

be issued.

17. PAYING AGENTS

The names of the initial Agents and thei(ffioitbhkeal tsp
the ) sdderany oaddiietwilonPaalyi ng Agents are appointed in
such Paying Agents wil/ be specified in Part B of t he

The Issuer is entitled to vary or terminate the appointment of any Paying Agent and/or ajifitontad or other
Paying Agents and/or approve any change in the specified office through which any Paying Agent acts, provided
that:

a. there will at all times be a Fiscal Agent;

b. solong as the Debt Securities are listed on any stock exchange or atnittelchg by any other relevant
authority, there will at all times be a Paying Agent (in the case of Bearer Bonds) and a Transfer Agent (in
the case of Registered Bonds) with a specified office in such place as may be required by the rules and
regulatiors of the relevant stock exchange (or any other relevant authority); and

c. there will at all times be a Paying Agent in a jurisdiction within Europe, other than the jurisdiction in which
the Issuer is incorporated.
In addition, the Issuer shall forthwitippoint a Paying Agent having a specified office in New York City in the
circumstances described in Condition 6.6 (General provisions applicable to payments). Notice of any variation,
termination, appointment or change in Paying Agents will be given e&heSecurity Holders promptly by the
Issuer in accordance with Condition 12 (Notices).

In acting under the Agency Agreemeaty t he case may be, i f, )PtheyAgemtg Agent
act solely as agents of the Issuer and do not asanynebligation to, or relationship of agency or trust with, any

Debt Security Holders, Receiptholders or Couponholders. The Ad@regment contains provisions permitting

any entity into which any Paying Agent is merged or converted or with which insoldated or to which it

transfers all or substantially all of its assets to become the successor paying agent.

18. EXHANGE OF TALONS

On and after the Interest Payment Date on which the final Coupon comprised in any Coupon sheet matures, the
Talon (if any) brming part of such Coupon sheet may be surrendered at the specified office of the Agent or any
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other Paying Agent in exchange for a further Coupon sheet including (if such further Coupon sheet does not
include Coupons to (and including) the final datetfer payment ointerest due in respect of the Debt Security
to which it appertains) a further Talon, subject to the provisions of ConditidPréscfiption).

19. ACKNOWLEDGEMENT OF STATUTORY LOSS ABSORPTION POWERS

Not withstanding and tod hehe tex ol wdi otnh eo fDearnt Securiti
arrangements or understanding between any of the par

Hol der (whi ch, for the purposes of itdiiesl Ciomtddrtd sotn ilm
Security), each Debt Security Holder by its purchase
and agree, that any |l iability arising under the Debt

Abspotri on Powers by the Relevant Resolution Authority
be bound by:

a) the effect of the exercise of any Statutory Loss
which exercise nfawi tihmoaltudei nantdtri@nyl t in any of t
thereof:

i the reduction of all, or a portion, of the Rel

i. the conversion of all, or a portionyriafy tme oRe
shares, other securities or other obligations
conferral on the Debt Security Holder of such ¢
of an amendment, motdefteambsonfot heabDebti 8eacafi

ii. the cancell ation of the Debt Securities or the
and

iv. the amendment or alteration of the maturity da
amount of PTeteneshepBghb Securities, or the da
including by suspending payment for a temporar

by the wvariation of the terms of the Debt Security
Aut hority, dotlge vexerfdiexcd df any Statutory Loss
Resolution Authority.

In the Conditions the following expressions shall have the following meaning:

fiRelevant Amount® means the outstanding pr i netherpithlanyaccroednt of
but unpaid interest and additional amounts due on the Debt Securities pursuant to Condition 9 (Taxation).
References to such amounts will include amounts that have become due and payable, but which have not been
paid, prior to the exrcise of any applicable Statutory Loss Absorption Powers by the Relevant Resolution
Authority; and

fiStatutory Loss Absorption Power® me a n  aown, comveisibnetransfer, modification, suspension or
similar or related powers existing from time tmé& under, and exercised in compliance with any Statutory Loss
Absorption Regime.
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SELLING RESTRICTIONS

UNITED STATES

TheDebt Securitiehave not been and will not be registered under the Securities Act and the Debt Securities may
not be offered or sold within the United States or to, or for the account or benefit of, U.S. persons, except in certain
transactions exempt from the registrati@quirements of the Securities Act. Terms used in this paragraph have
the meanings given to them by Regulation S.

Each Dealeappointed under the Programme will be required to agree that, except as permétgddegler
agreemenentered intpit will not offer, sell or, in the case of Bearer Bonds, deliver (i) as part of their distribution

at any time or (ii) otherwise until 40 days after the completion of the distribution of an identifiable tranche of
which such Bonds are a part, as deterohizued certified to the Fiscal Agent by such Dealer (or, in the case of an
identifiable tranche of Bonds sold to or through more than one Dealer, by each of such Dealers with respect to
Bonds of an identifiable tranche purchased by or through it, in wiaish the Fiscal Agent shall notify such
Dealer when all such Dealers have so certified), within the United States or to, or for the account or benefit of,
U.S. persons, and it will have sent to each Dealer to which it sells Bonds during the DistributipliaGmn

Period a confirmation or other notice setting out the restrictions on offers and sales of the Bonds within the United
States or to, or for the account or benefit of, U.S. persons. Terms used in the preceding sentence have the meanings
given to thenby Regulation S.

The Bonds are being offered and sold outside the United States-td. &opersons in reliance on Regulation S.

In addition, until 40 days after the commencement of the offering of any identifiable tranche of Bonds, an offer
or sale of Bads within the United States by any dealer (whether or not participating in the offering of such tranche
of Bonds) may violate the registration requirements of the Securities Act.

This Base Prospectus has been prepared by the Issuer for use in conniictiba wffer and sale of theebt
Securitiesoutside the United States. The Issuer and the Dealers reserve the right anejefter to purchase

the Debt Securitiesn whole or in part, for any reason. This Base Prospectus does not constitute smanffe

person in the United States. Distribution of this Base Prospectus by aty®0operson outside the United States

to any U.S. person or to any other pen within the United States, is unauthorised and any disclosure without the
prior written cansent of the Issuer of any of its contents to any such U.S. person or other person within the United
States, is prohibited.

Debt Securities in bearer form having a maturity of more than one year are subject to U.S. tax law requirements
and may not be offed, sold or delivered within the United States or its possessions or to a United States person,
except in certain transactions permitted by U.S. Treasury regulations. Terms used in this paragraph have the
meanings given to them by the U.S. Internal Revéluge of 1986, as amended, and U.S. Treasury regulations
promulgated thereunder.

Debt Securitiegn bearer form will be issued in compliance with U.S. Treasury Regulations 83(a%3)(i)(D)

(or any successor rules in substantially the same form thatpatieable for purposes of Section 4701 of The
United States Internal R e v@oded  JTEFBAIDD )o fu nll 9e8s6s,: a(si )a nehnec
Final Terms state thaDebt Securitiesare issued in compliance with U.S. Treasury Regulations6§1.1

5(c)(2)()(C) (or any successor rules in substantially the same form that are applicable for purposes of Section
4701 of t hEEFRACO &) 0 tDeb¢ Sedulitiestrehssued other than in compliance with TEFRA

D or TEFRA C but in circumstaes in which theDebt Securitiesvi | | not constitute fArec
obligationso under the United States TEFRAOEquiwthy cdand
circumstances will be referred to in the applicable Final Terms as a tiangaavhich TEFRA is not applicable.
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EEA AND UNITED KINGD OM
Prohibition of Sales to EEAand United Kingdom Retail Investors

Eacheal er has r ep,r esrech teeadc ha nfdu ratglreere dDeal er appointed u
to represegmtatand d@ars not offered, sold or otherwise r
make avabDeéhbhbl 8envéhd sciht iaese t he subject of the offering
compl eted by the £rpab termeayinetal btionve®hoidi ninhehe
United Kimgrdotmhe purposes of this provision:

a) the exfrregsasiil Omeaaespteorrson who is one: (or more) of

0] a retail client ascHbHefdéd(éd oh poretctite) 2014,
iMi F 1 ®)oljrl

i) a customer wit i etdHEdMte/d9Aeisn ga mefmidre iy r a rhcee
Di str ibiuteiggwihvee e t hat customer would not qual
defined( in) poofi nArticle 4(1) of MiFID II1; or

(i) not a qualified iPrweokeduwlsatahafhi ned in the

b) the expdffedsi ool dides the communication in any f ol
information on the terms of the offer and fhebtSecuritieso be offered so as to enable an investor to
decide to purchase or subscribe forErebt Securities

Public Offer Selling Restrictions under the Prospectus Regulation

In relation to each Member State of the EEA which has implemented the Rrasgec Re g u | aRelevamt ( eac h,
Member Stated) , each Deal er appointed under the Programme
effect from and including the date on which the Prospectus Regulation is implemented in that Relevant Member

Stae ( RdleeantfmplementationDat® ) it has not made BebdSecaritidshichn ot mak
are the subject of the offering contemplated by this Base Prospectus as completed by the final terms in relation
thereto to the public in that RelewtaMember State except that it may, with effect from and including the Relevant
Implementation Date, make an offer of si#bt Securitieso the public in that Relevant Member State:

(a) if the final terms in relation to the Bonds specify that an offer afei®onds may be made other than
pursuant toArticle 3(2) of the Prospectus RegulationintRaé | ev an't Me riloreekem@t at e ( a
Offero ) , foll owing the date of publication of a proc

approved by the competesuithority in that Relevant Member State or, where appropriate, approved in
another Relevant Member State and notified to the competent authority in that Relevant Member State,
provided that any such prospectus has subsequently been completed by tieenfimalontemplating

such Norexempt Offer, in accordance with the Prospectus Regulation, in the period beginning and
ending on the dates specified in such prospectus or final terms, as applicable and the Issuer has consented
in writing to its use for theyrpose of that Noexempt Offer;

(b) at any time to any legal entity which is a qualified investor as defined in the Prospectus Regulation;

(c) at any time to fewer than 150 natural or legal persons (other than qualified investors as defined in the
Prospectus Rpilation), subject to obtaining the prior consent of the relevant Dealer or Dealers
nominated by the Issuer for any such offer; or

(d) at any time in any other circumstances falling within Article 3(2) of the Prospectus Regulation,

provided that no such offef Bonds referred to in (b) to (d) above shall require the Issuer or any Dealer to publish
a prospectus pursuant to Article 3 of the Prospectus Regulation, or suppdeprespectus pursuant to Article
23 of the Prospectus Regulation.
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For the purposesdafhi s provi sion, the expression an Aoffer of
any Relevant Member State means the communication in any form and by any means of sufficient information

on the terms of the offer and the Bonds to be offeres 0 enable an investor to decide to purchase or subscribe

the Bonds, as the same may be varied in that Member State by any measure implementing the Prospectus
Regul ation in that MerospestusRegulaidne , me shres eRepg I2BEES(@sonn A2 0 1 7
amended), and includes any relevant implementing measure in the Relevant Member State.

UNITED KINGDOM

Each Dealer has represented and agreed, and each furt

to represent and agree, that:

(@i nleat i ometba &mmychu rciht ihasve a maturity of | ess than one
activities involve it in acquiring, holding, managi
purposes of its businessdamwdl (iinpti DébhiesSeadthreied il e ne
than to persons whose ordinary activities involve
i nvestments (as principal or as agent ) feoxrpetchte wiulrlp
acquire, hol d, manage or dispose of investments ( as

where t heDeltsuSavodr idhied her wi se constitute a contrav
Services Aantd MaF® MAPB K elt hsuer

(b)i t has only communicated or caused to be communic

communicated an invitation or inducement to engage
of the ESMAY bgcit in connectbDeht wbeébtnuitcheicéusnsu ea nare
which Section 21(1) of Itshseuedqit8dMA does not apply to t
(c)it has complied and will comply with all applicable
it in rebabi o&ddingr dmipwers or ot her wise involving the U
ICELAND

Thienvest ment describedsimot hbsee®Baaed Pwiokpbenobusbba regi
in |l cel am3Ipuwri & ltahPdhets@ect us. Regul ati on

Each Dealer has acknowledged and agreed, and each f 1
required to agrkee,wlteldgte tamids Base Prospectus may be d
at , persomauawhd i @ade i hivestors under the private place
i n Arti ebf PRrhotstpeentt usoRie)udbtahemnper sons to whom this
communi cated | awf ul IPywspdctas Regalatiom(radlaln cseu ewhi tphe rtshoens t oget |
to as the Relevant Persons) . This Base PRwhos paercet unso tmt
Rel evant Persons. Any investment or investment activ
to Relevant Persons and wil/l be engaged in only with
shoul d nloyty a@amrctt loirs rkease Prospectus or any of its cont
published, reproduced or disclosed (in whole or in pe:
HONG KONG

Each Dealer has nrmreapgresacihe¢ dlded hmadppgireedd under the Pro
t o aghraete

(@it has not offered or sold and wil/ not offer or
Debt Sqcewrcieipetb & oS envthu rcihtisdarssica urdbedf peeduch the Sec
and Futures OrdinancEetiEe@®p.t he2Tlitihamfdéd3dg cdamg i nv e
as defi BE@ndnankerultelse mak@ (hd®rin other circum
result i n the fp@oecsumeact uckeeéi mgdain the Compani es
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Mi scell aneous Provisions) (Orii€d Wb MEdEPQ ( CGwahpi.c h3 2djo onfo
constitute an offer t ot hG{avumMPhl@ncd wi t hin the mear

(b) it has not i ssued or had in its possession for
possession for the purposes of issue, whether in
or document Dedlt atSier ghhtiiccs edsier ect ed at, or the cont
be accessed or read by, the public of Hong Kong (

of Hong Kong) ot herDetbhanS emhutrdihtrisersep e@nt dsrpeotsitergt e n d e
of only to persons ofptef des Hodagl Kiernfg Géet@andsmlay nhteo
rules mathe . SFDer

SINGAPORE

Each Dealer has acknowl edged, and each further Deal ¢
ackhewge, that this Base Prospectus has not been reg
Singapore. Accordingly, each Dealer has represented
Programme wil |l be ragqweier,ed htad 1 & p rheBseehtto tSamdufrd at@ skesw r

t hDee bt Seacourbiet inkasde the subject of an invitation for
anebt SeocrurddWbDed tt IBetcourbed i madeoft haen siurbyietcati on f or
purchase, and has not <circulated or distributed, nor
document or materi al in connection wit hasteh,e Doofb ftelre or
Secumwihteitdher directly or indirectly, to any person in
defined in Section 4A of the Securities and Futures A

ti mei meo @F&BP)ur suant to Section 274 of the SFA, (ii)
275(2) of the SFA) pursuant to Section 275(1) of the
and in accordanceciwfiitdd tihe S$So®atdidomo2dd5 spfe the SFA, o1
accordance with the conditions of, any other applical

Whebebt Secuwer istuibesscri bed or purchased under Section 2

(a) a corporation (which is not an accredited investo
of which is to hold investments and the entire share
of whom is &epsaocredited in

(b) a trust (where the trustee is not an accredited |
each beneficiary of the trust is an individual who i ¢

securitiesbamsreds acuriivtaite vesmcasnt datteedeanhSection 2
corporation of6ritghe sbameaf iiniteriess (howsoever descri be
within six months after thatDebtp&eausoanbest ohah ofi
under Section 275 of the SFA except:

(i) to an institutional investor or to a relevant per
Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(ii)where no coonrsiwdielrlatbieongiivsen for the transfer;
(iiiwhere the transfer is by operation of | aw;
(iv) as specified in Section 276(7) of the SFA; or

(v) as specified in Regulation 37A of the Securities
Secutistd ederi vatives Contracts) Regulations 2018.

Singapore SFA Product Classification: I n connection w
289) of SinggdpodetlieéhB8ecurities and Future80l&apftal
SingapdChP ( Rbgu2 Gl Bumn £ss ot her wi se s pDeechitf i Sedc ubreidtoi rees
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| ssuer has determined, and hereby notifies all/l rel ev
t hke bt S eacrdpreistcird sbed capi t@lasmadrekidtnse dpriond utchhtes CMP Reg
Excluded I nvest ment ProduciNd 2(adNodefcieneod ithmeMAS Il Mo toif c
and MAS NNi16ceN&#FAAce on Recommamadatsions on I nvestment

JAPAN

The DebtSecurities have not been and will not be registered under the Financial Instruments and Exchange Act

of Japan (Act No. 2 Finandial Iristuhéhts and ExchangeAdid)e.d , Ad dheer dii ngl vy,
Dealerappointed undethe Programme will be required tgrae that itvill not, directly or indirectly, offer csell

and will not, directly or indirectly, offer or sell aebtSecurities in Japan or to, or for the benefit of, any resident

of Japan (which term as used hemi@ans any person resident in Japan, including any corporation or other entity
organised under the laws of Japan) or to others foffeging or resale, directly or indirectly, in Japan or to, or

for the benefit of, any resident of Japan except pursoaan exemption from the registration requirements of,

and otherwise in compliance with, the Financial Instruments and Exchange Act and other relevant laws and
regulations of Japan.

GENERAL

These selling restrictions may be modified by the agreement ¢ésher and the Dealers following a change in
a relevant law, regulation or directive. Any such modification will be set out in the Final Terms issued in respect
of the issue of Debt Securities to which it relates or in a supplement to this Base Prospectus.

No representation is made that any action has been taken in any jurisdiction that would permit a public offering
of any of Debt Securitiesor possession or distribution of the Base Prospectus or any other offering material or
any Final Terms, in any cotry or jurisdiction where action for that purpose is required.

Each Dealer haand willagree that it shall, to the best of its knowledge, comply with all relevant laws, regulations
and directives in each jurisdiction in which it purchases, offers, sells or delledtsSecuritie®r has in its
possession or distributes the Base Prospeatyspther offering material or any Final Terms therefore in all cases
at its own expense.
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TAXATION AND CAPITAL INFLOW RESTRICTIONS

The comments below are of a general nature based on t
relate oty to the position of persons who are the absolute beneficial owners DetieSecuritieso be issued

under the Programme. They may not apply to certain classes of persons such as dealers. Prospective holders of
the Debt Securitieso be issued underithBase Prospectus who are in any doubt as to their personal tax position

or who may be subject to tax in any other jurisdiction should consult their professional advisers.

In addition, set out below is a brief description of the policy instrument toeteamu affect the composition of
capital flows into Iceland. Prospective investan the Debt Securities is strongly advised to consult their
professional advisers, if in any doubt on how the capital inflow restrictions will affect their potential ienestm

Non- Icelandic tax residents

Natural and legal persons that are not residents in Iceland and receive interest payments from Iceland are as a
general principle considered to have limited tax liability in Iceland according to Article 3(8) of the tT&an

as such subject t2Iper centincome tax on interest payment$e tax liability applies both to interest payment

as such but also to capital gains onD@dt Securitiessince such gains are taxed in Iceland as interest payments.

The abovementiad Article 3(8) of the ITA provides nevertheless for certain tax exemptions.

Article 3 (8) of the ITA states:

nAl I entities who receive interest i- ordnvastmenti fundst hi s ¢ «
debentures or other claims or fingial contracts, as noted in item 3, section C of Article 7, shall pay income tax

on such income. This provision neither applies to interest paid by the Central Bank of Iceland in its own hame

on behalf of the Treasumor to interest paid to foreign g&s, international institutions or other public entities

that are exempt from taxation in their country of domicile.

This provision does not apply to interest income from bonds issued by Financial Undertakings as defined in point
1. of the 1st. Paragrapbf Article 4 of Act No. 161/2002, On Financial Undertakirayg] Energy Undertakings

as defined in Act No. 50/2005, on Taxation on Energy Undertakimgier the conditions that the bonds must be
issued by a Securities Depository in a member state of tganation for Economic Coperation and
Development (OECD), a member state of the European Economic Area or a founding member of EFTA or in the
Faroe Islands and the trading must not be covered by the provisions of Articlé 13. b of the Act No. 87992,

on Foreign Exchange. This provision does not apply if a detaxation agreement that Iceland has concluded

with a foreign country states that a withholding tax on interest shall not be retained. The Minister of Finance is
authorised to issue a ratation that further specifies the implementation of this provision.

See also Regulation N630/2013.

Individuals are not subject to taxation on interest income up tolEEKOO0Qor lower per year. Additionally, a
nonlcelandic tax resident may be exerfipin such taxation of interest, by virtue ofl@ubletaxationtreaty that

the Government of Iceland has concluded withgtheernment of the home state of the fioelandic tax resident,

which provides for relief from double taxation. In such circumstanthe taxable person (the recipient of the
interest payments) must apply for such exemption to the Directorate of Internal R@genRékisskattstjoyiby

filing an application (form RSK 5.42) for exemption from such withholding. If an application is not made prior
to such withholding, a tax refund for the withholding tax can be claimed through the same channels (form RSK
5.43).

There are no estate ohieritance taxes, succession duties or gift taxes imposed by Iceland or any authority of or
in Iceland in respect of thBebt Securitie#f, at any time of the death of the holder or the transferee d¢i
Securities such holder or transferor is notesident of Iceland.
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Icelandic tax residents

Beneficial owners of thBebt Securitiesesiding in Iceland for tax purposes are subject to income tax in Iceland
on their interest income in accordance with Icelandic tax law. The rate depends on theituaxSsthject to
certain exemptions, applicable to e.g. most banks and pension funds, the Issuer is required to wizhbeid a 2
cent. tax on the interest paid to the holderBelit Securitiesvhich is considered a preliminary tax payment but
does not neessarily constitute the final tax liability of the holder. As with-heglandic tax residents, Icelandic
tax residents do not pay tax on interest payments of up ta38k000per year.

FATCA
Foreign Account T[RAXT@Yd mpliance Act

Pursuant to cetrhitaiEmtper owail siRewenafe Codeommoh®§6 knasin
FATCAff omei gn finamay abeinsgquiuedonho withhofidr eingmcert

passthruopaymentsonsmeehacefbalntoertification, report
|l ssuer believes that it is a foreign financi al i nsti
|l cel and) have entered into, oenhalveagpgpeemdnts wubbtah

to i mpleméliGAFVNTICA modi fy the way in whichHeFATaGM app
aspects of ttthe &PAFICIAc @t b etnos o inss raunoeDnet IGBA ssSuecchii maicst it ehse

whet her withholding would ever be required pursuant
i nstrumentDBe bstu cheaawsy ituhieeesr t ai n and . maEw elme i & u bnji & chth otl d i
be required pursuanht rteos pFeACTICAt @mrp ayymdrctAPevoti BEestur umeae
such withhol ding wohlud dd antoa talpatl yi prtiwe ywears after t
defining foreign passthru paymenarsearte Speachadriiatditeab ii e d
as debt (or which are not otherwise characterised as
that sanmed on or primaontalbd ¢ h eotnd envthd acthé & ti niad M erxgail g i on
passthrwapaymehtts with the U.S. HRedenrdddd tdtreegpastt ppas egse ne
FATCA withhol dDierbg Wredoaer d(tis)iecshat er i al | y nroedaitfei de da sa fetgeuri
for U.S. feder al i ncome tRabtpubgdurista réeed wieovte rd,i sitfi ngd
out stBeldi n§donurtihtei ssame Series are issued after the e
subject hbol avi ng wunder FATCA, t heDe bai t $diand rddi undghe saSgeer ni t es
including DebthdfSetimeri ésduebg ect t o withhofl dDebt uSdeur iFt
shoagbdsul t their own taseadwuil £6r amaye aarpdiyn d b otvh eti Ire
Securlint ithse event any withholding would be required pi
on Déket Secwoi peeson will be requirediet owiptahyh oad dddiintgi.or

The proposed financial transactions tax (AFTTO)

On 14 February 2013, the Europedmmiommionidadn Ppwlplaisal
Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Itafsia ABortugal,

Sl oveni a an dParScipatingdMembar S{atesh . fi H pBEstenia éas sincgtated that it will not

participate.

The Commi ssi oawwybréad seqpeadicouldhifansroduced, apply to certain dealingshetite
Securities(including secondary market transactions) in certain circumstances. The issuance and subscription of
Debt Securitieshould, however, be exempt.

Under t he Co mmjtsediTocouidsapplp in egutainscadumstances to persons both within and

outside of the participating Member States. Generally, it would apply to certain dealingDiebth®ecurities

where at least one party is a financial institution, and at leagbameis established in a participating Member
State. A financi al institution may be, or be deemed t
range of circumstances, including (a) by transacting with a person established in a pagiMpaber State or

(b) where the financial instrument which is subject to the dealings is issued in a participating Member State
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However, the FTT proposal remains subject to negotiation between participating Member States. It may therefore
be altered por to any implementation, the timing of which remains unclear. Additional EU member states might
decide to participate. Prospective holders ofbbt Securitieare advised to seek their own professional advice

in relation to the FTT and its potentiatpact on théebt Securities

Investors who are in any doubt as to their positiomwould like to know morshould consult their professional
advisers

RULES ON SPECIAL RESERVE REQUIREMENTS FOR NEW FOREIGN CURRENCY
INFLOWS - CAPITAL IN FLOW RESTRICTIONS

In June 2016, the Central Bank published its Rules on Special Reserve Requirements for New Foreign Currency
Inflows, No. 490/2016, in accordance with Temporary Provision Ill of the Foreign Exchange Act, no. 87/1992,

as ame n dmokkign Ekchamge Adb). The rules were replaced in March 2019 with Rules on Special
Requirements for New Forei gn SQuercriean c yRelsnefrlvoewsR e gNioi.r e2n
The main purpose of th€emporary Provisiorll is to provide the Central Bank with a poliégystrument,

generally referred to as a capital flow management measure, to temper inflows of foreign currency and to affect

the composition of such inflows, into the domestic bond market aneyréfting deposits and to strengthen the

monetary policy trasmission mechanism. It is therefore intended to reduce the risk that could accompany
excessive capital inflows under the current regulatory framework for foreign exchange, support other aspects of
domestic economic policy, and contribute to macroeconamicfinancial stability

The Special Reserve Requirement Rules contain provisions on the implementation of special reserve requirements

for new foreign currency inflows, including the special reserve base, holding period, special reserve ratio,
settlemenc ur r ency, and interest rates on depositThensti tut
rules implement special reserve requirements in relation to some investments using inflows of foreign currency.

The investments aré) new investmenand reinvestment in bonds or bills electronically issued in ISK, or deposits

of such reinvested funds to ISK deposit accounts, bearing annual interest of 3 per cent. or more; (ii) ISK deposits
from listed transactions; (iii) new investments and reinvestrobEnew investment in unit share certificates of

funds that (a) invest in bonds or bills electronically issued in ISK or ISK deposits from such investment, bearing
annual i nterest of 3 per cent . or mo r € assets; div) fely ) cons
investments and reinvestment of such new investment in the equity of a company that is established for the purpose

of investing, directly or indirectly, in bonds or bills electronically issued in domestic currency or that is established

for the purpose of investing, directly or indirectly, in ISK deposits, bearing annual interest of 3 per cent. or more;

and (v) loans granted to resident entities that are used for investments in ISK, for the benefit of the lender, in
bonds or bills electrcally issued in ISK or ISK deposits from such investment, bearing annual interest of 3 per
cent.ormoreS e e f The icélamdic EononiyCapital Controls i

If an investment is subject to special reserve requirement, the investor is oblidgmbiit a specific portion
(currently O per cefit), in a reserve account for a certain holding péfiddeposit institutions are required to
deposit the special reserve amount that they hold in special reserve accounts to a capital flow account with the
Central Bank of Iceland which bears 0 per cent. interest. The settlement currency for capital flow accounts shall
be the Icelandic krona.

Investors who are in any doubt as to their position or would like to know more should consult their professional
advisers.

13 The TemporarProvision Ill of the Foreign Exchange Act states that the special reserve ratio may range up to 75 per cent.
The special reserve ratio was first set at 40 per. gedune 2016. The ratio was reduced to 20 per cent. in November 2018
and to 0 per cent. iMarch 2019.

14The special reserve requirement can also be satisfied via repo transactions with Central Bank certificates of deposit
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THE ICELANDIC ECONOM Y?*°

The Il celandic economyDoinse sstma( @@Moidtu citer mbe o m&F best ec
the OECD with a2,t9b6G6 |l 2O ihef ploPKil ation is also small
364,®&90V0at the end of Badk.t aAc cGDPdipreg tcoapWotral,d measur e
power paritiUsSsh7,a3mb0,wthre ¢2hG 168 i n the top twenty of th

Hi storically, econorieenprbausger iltay gied yl oenl arbdi ntdasnt mal
i nvestment and services as the main drivers of econon
sector, are an increasingly i9mpesersntacs@uredcedefhbex Bd
tot al export revenues, while exports of marine produc«
aluminium produsptes Twendunted for 1

I n 2008, the I celandic ecdnemyyaerit epreerd oidn todf a odbeuespt rb

economic growth. The growth was initially spurred by
by the rapibdngsagt brobctbmpani ed by a crediot ghobma| <cu
The growth soon became increasingly imbalanced which
(6 ydeficit and mounting inflationary pressbhan&sngThe
crisis i ®B8.abDtommst2@0demand contracted by nearly 27 p
20 %0

After a period of austerity measures and restructur.i
grew by 1.9 per ccoentti.nu eidn %2t0 W4 e3m gpheargy.tpdeenntt cemrti.l i 102 0
and additional 10.3 per cedMI-DBue to furloughed worker

The trade accouditp/esurcpelnus?2 dafla dQDtPE d ncurrenth5 . g®aount s
cent . @f 26DPthe current accolnii Isluiropn ucso Eeaarseldi etdo [ I8KI
2018The trade accoubh#®islurpduSimmarncd dbed | RBHE.S i n

Annual CPI inflation inMay 2020 measured @per cent., close to the 2.5 per cent. inflation target of the Central
Bank.The IMF projects a sharp contraction in GDP of 7.2 per cent in 2020 due to the effects of the@\dibal C

19 pandemic and that GDP will grow by 6.0 per cean2021. Consumer jmes are projected to increase by 2.3
percent in 2020 and 2.5 parent in 2021. The current account balance is projected to be in 2ckpesurplus

in 2020 and 3.4 perent surplus in 2021. Unemployment is projected to increase to 8.6epélin 2020 and
come down to 7.0 peent in 20224

The recent emergence of the COVID pandemic, coupled with measures implemented by the Icelandic
government as well as other foreign government authorities to contgiandemic suchas travel restrictios

border controllock downs quarantines and other measures to discourage or prohibit the movement of people, is
expected to have adverse impact on the Icelandic and global financial markets and on the level of economic
activity in Iceland and the globatonomy. The extent of the impact posed by the CGYADs unclear. If the

impact is severe or prolonged, this may result in greater volatility, reduced liquidity, widening of credit spreads
and a lack of price transparency in credit markets. In vieWweotontinued deterioration in the economic outlook

Sources: This chapter was compiled by Landsbankinndés Econ
obtained from Statistics Iceland, the Central Bank of Iceland and the International Monetary Fund as of 5 February 2020.
16 Source: Statistics Iceland

17 Source https://data.worldbank.org/indicator/NY.GDP.PCAP.PP.CD

18 Source: Statistics Iceland, own calculation

19 Source: Statistics Iceland, own calculation

20 Source: Statistics Iceland

21Source: The Directorate of Labour

22 Source: Statistics Iceland, Central Bank of Iceland, own calculations

23 Source: Central Bank of Iceland

24 Source: International Monetary Fund, https://www.imf.org/en/Publications/WEO/Issues/2020/04/aphit:2620
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following the COVID-19 pandemic and in order to protect the Icelandic economy, the Icelandic Government and
the Central Bank introduced in Marelnd April 2020 various measures to deal with the expectgadmof the
pandemié® 2926 The |celandic Government and the Central Bank introduced measures to counteract the negative
economic impact of the COVHR9 pandemic, with for instance Act No. 25/20@®ich amended various acts in

an effort to counter the enomic impact of the COVIEL9 pandemici¢e. L6g um breytingu & ymsum |6gum til

ad meeta efnahagslegum ahrifum heimsfaraldurs kéréunyve&uather actions by the Icelandic Government and

the Central Bank may take place. Tdien is to make it easier fohouseholds and businesses to withstand the
temporary loss of income that they may syffercounteract unemployment and to facilitate the banking system

to support households and businesses.

The measures taken to assist companies and households indlade ot limited to:
1 More flexibility to businesses experiencing temporary difficulties due to a fall in revenue, e.g. extended
deadlines for taxes and other public charges.

1 Efforts will be made to provide temporary relief to the tourism industry, ineduimporarily reducing
industry-specific tax payments.

1 Measures to stimulate private consumption and demand, e.g. tax reduction or increased benefits, such as
special child benefits.

1 Special lockdown grants to businesses that have been forced to lock downe with official
instructions.

9 Partial unemployment benefits are offered on a temporary basis to allow corporates to reduce an
empl oyeebs empl oyment p evhichésmalsommgpkcable during potide pericls p er
if companies needtlay off staff.

Individuals will have access to their thipillar pension savings (private pension savings).
Ongoing and planned infrastructure projects will be accelerated.

The Government will cooperate with the Icelandic Financial Services Assoadetitheir response to
foreseeable liquidity and payment difficulties of tourism companies.

1 The Icelandic Government wilct as a guarantor on behalf of the Central Bank, for financially distressed
businesses by 70 per ceot.new operating loans to compas fulfilling certain conditions.

The measures taken to facilitate the banking system include:

Covered bonds now eligible as collateral in transactions with the Central Bank

The | ssuerds | evy has been | oweseedutthertsectiof enfittdds per
iChanges in tax laws or in theirsi.nterpretation c

1 Interest rates were lowered by0Q percentage points to ease the monetary standehave therefore
been lowered by 1.25 percentage points in the first quarter of 2020.

The countercyclical capital buffer on financial institutions was lowered from 2 per cent. to O per cent.
The Central Bankés | i qui diframy2 pereestdéorlypercente qui r e me nt
1 The Central Bank will begin a direct purchase of Treasury bonds in the local secondary market to ensure

a more accommodative monetary stance is transmitted to households and businesses (quantitive
intervention in the bond miaet).

25 Source: Ministry of Finance and Economic Affairs, Prime Minister's Office, Ministry of Transport and Local Government,
https://www.governmeris/news/article/2020/03/1Economicresponsdo-COVID-19-/

26Source: Government of | btpd/avmdgoverRment.m/defaMiagpageid=780e6356D f i c e :
4c79821803d44073071andhttps://www.government.is/news/article/2020/03/21/Icela@liwernmentannounced..6bn
USD-responsgackageto-the COVID-19-crisis/
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The rapid growth of the COVI29 pandemic, actions taken to contain the virus or treat its impact, the extent and
effectiveness of economic stimulus taken to contain the virus or treat its impact and how quickly and to what
extent normal economic arlisiness activity can resume, means that only very limited exact forecast can be
made regarding the further economic impact on the global and Icelandic economy, as well as consequences
resulting therefroi. Prospective investors must consider further geanon the prospects of the Icelandic
Economy which may change during these unprecedented times.

FINANCIAL MARKETS IN ICELAND

I n the first decadeé& offi ntahnec i2alls ts ecrevnitcuersy ,s e cctedra ngdr ew s
g obali sategunl andodein the 1990s awownkdnkFmA3I,owtimg g
privatisation dniktshel ctehraemae, majher resulting financi al

i nvestments and @pamaedadquainrcdhe so@médmratai ons in sever al
thhankbpgsemssets were roughl ¥ 130DPt i rhens atuh autmno f2 0t0Ol8e d
banksl | apsed and in early 2a00s%,l | sampalelde rwhfiicrha meeisaull tierd

roughly D7f Ippehrk sqpegrttem ( measured by assets).

I n the aftheamnkimnithsios, tthiee financi al systenmainkkest eel and
established andctopé&r aviontstbhaenfkiDineset 0 nalpkked financi a
undergone financi al restructuring and s omebaonfkitnhgem |

sysf{demposi baméadesy muelsts maBtidiemes & c@DRh&ds Detentber 2019

Size of thebanking system

Tot al assetdepokitcemoargi danks, which are the four c¢
amount e@, 7h@i811SAko n3 & sDe c,e nobfe rwh2i0clh® fweerr &6 grb7AKa si%opTe r or
cent. The Il celandic financi al mar ket?®is therefore hicg

The total assets of the three largest commercial bankBattie islandsbanki and Arion Bank, comprised around

74 per cent. othe total assets of the Icelandic credit institutions (edinlythe Central BankY as attheend of

2019 according to the Central Bank. The proportion of total as$ether financial corporations, of whi¢tCA,

was 25 per centof the total assets.of more information on the merger of the Housing Finance Fund and the

l cel andic Constructi on AMatkdi gartidipprygd, bsedeow.he secti on ent

Market participants

Il cel andic crediotmpirnstidt wtfi ofncurarecommer ci al banks, fo
undertakings subject to minimum reserve requirement
compani es, and nine managememé¢ g ompiaoweel §l u mwalss ,UGhaT Sq t

supervised entititeasd (HOReamaniSep oBund) s

The Housing FinamaweneRund,std tfudliloyn,s togpteeg ates in | cel al
housing in Il celand. rTehmee ndsd toankeldi sntomet ngta goef | temed eaf avas a
1999. The Housing Finance Fund is based on |l egislatio
was aimed at rationalising the exisitmngpgFisnanee fFuwmmadcc
| argest provider of financing for residenti al housi nc
financing sector for residential housing. On 1 Janua

Cohsuctioni det hMannyi faknjda sbteocfannuen of fi ci ally the HCA,

27 See: https://lwww.government.is/news/article/2020/03/21/Icela@dicernmentannounced..6bnrUSD-responsegackage
to-theeCOVID-19-crisis/

28 SourceCentral Bank of Iceland, owealculations

29 Source: Central Bank of Iceland

305purce: Central Bank of Iceland, Landsbankinn, Arion Bank and islandsbanki annual reports

31 Source: Financial Supervisory Authority
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137/ 2019 on Housing #ndTlT hGCo nnsatirnu cotpieorna tAiusnh oofi ttyhe HCA

projects in the areasgpfeheasingaki safeewgandeconstr
as well as providing the aforementioned financing forl
There are other relevant financi al institutdlnar evhi ct
independewmernmental entities,tarm Ahnampertantceband:e
the financi al mar ket through their i nvest ment acti vi
competitorsedfiacreaaeyngthaheir mortgage |l ending to t
bonds, equity capital and in some foreign securities.

and -esnepllfoyed individuals, 20h188¢Cor dandMandiator xctPeNg i ¢
the Activities of Pension Funds.

Several securities houses are also operating domestic
With the easing of capitallityndfroil svasantdmdrhtes | mpgp eratsie
houses have started offering services on internationsée
Furthermore, there are four RAdmemniansdmrymgage ngamp ardi es
€sl ands rhAHur, tanydg gM°ngar hf ., which are licensed to opc¢
hf., and V8tryggingarf ®l ag €slands hf. have been acti
in lceland. These &heeki snhedrancBasdmpahteband.
Financi al mar&red octulper viesliowant iinstitutions in
One stock exchange is opehrfat,edopienr altd enlga nudn,d eMa sAdcaqg I[N
Exchanges. N a spdaarqt |ocfe ltalmed Mas dag Group and is | icense
as a multilateral trading facility (MTF), the first
are |l argely harmonised widaqtBGeosp stertheacNandeées coi
Hel sinki and Copenhagen).

There are also two securitiMGSDepdsNVeorRbe®f aMagdtalqr C
Securities depositories are operated under Act No. 7
Registration of (Rtcghtdogf uBewvenrifdtbir® ami Hst °Hvar, up
f§r m8l ager nNaagchaq CSD | cel and has been the main cent
securities market and as such it is a notary, a dep
dematerialised formrgdhegNasdaqgqf C8RBnitschadges througt
with Nasdaq CSD, which operates in Latvia, Lithuania

CSD I'T platform with Nasdaqg CSD.

As of 1 January 2020, AtuhenBRipreamgeidalwi $thpdermhwei Centr al B «
with Act no 92/2019 on Centr al Bank of I celand. The
mar ket. The tasks carried out by htetheCem3 A awi IBlankke owéri
referred to as the Financi al Supe(riSide BFSA Aerldbdmd i ty of

In 1999, the Bank Inspectorate of the Central Bank and the Insurance Supervisory Authority were merged into a
new ndependent entity, the FSAelandic financial markets are supervised by F8&. Entities engaging in
financial activities which are subject to licence are regulatetidySA including credit institutions, insurance
companies and pension funds. Thevéttes of the FSAare largely governed by Act No. 87/1998, on the Official
Supervision of Financial Operations, and Act N&1999, on the Payment of Cost Due to the Official Supervision

of Financial Activities

The European Banking Authority, Europdasurance and Occupational Pensions Authority, European Securities
and Markets Authority and European Systemic Risk Board have been given certain surveillance powers,in Iceland
sincethe introduction of the act on the European Surveillance System Firthecial Markets on 9 May 2017,

32 Source: Icelandic parliamerittps://www.althingi.is/lagas/150a/2019137.html
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and the adoption of thEuropean framework Icelandfor bank surveillanceThe aforementioned framework
aims to enhancthe stability and the health of the financial system throdgh No. 24/2017 on the European
Financia Markets Surveillance System, withe following;

1 EU Regulation N0 1092/2010 of the European Parliament and of the Council dated 24 November 2010
on European Union maciqurudential oversight of the financial system and establishing a European
Systemic Risk Board

1 EU RegulationNo. 1093/2010 of the European Parliament ahthe Council dated 24 November 2010
establishing the European Banking Authorimending Decision No716/2009/EC and repealing
Commission Decision 2009/78/EC

1 EU Regulation No1094/2010 of the European Parliament and ofChencil dated 24 Noveber 2010
establishing the European Insurance and Occupational Pensions Authority, amending Decision No
716/2009/EC and repealing Commission Decision 2009/7HE(;

1 EU Regulation No. 1095/2010 of the European Parliament and of the Council dated 24 No26frthe
establishing the European Securities and Markets Authority, amending Decisigi®M2009/EC and
repealing Commission Decisidi{pn. 2009/77/EC*.

The Central Bank is in charge of monetary policy implementation in Iceland and performs a widefrange o
functions to this end. The main objective of monetary policy is price stability. The activities of the Central Bank
are largely governed by Act N82/2019 on the Central Bankvhich took effect on 1 January 202the Central

Bank promotes price stahiyi, financial stability and sound and secure financial activities. The Central Bank
undertakes such task as are consistent with its role as a central bank, such as maintaining international reserves
and promoting safe, effective financial system includiognestic and crodsoarder payment intermediatiSn

The Central Bankmposes a reserve requirement on all the commercial and savings banks. The purpose of this
limitation is to ensure that credit institutions have sufficient margin to the reserve requismoeunt to meet
fluctuations in their liquidity position§.he Central Bank oversees surveillance of the rules on Foreign Exchange

- see furthein fiThe Icelandic EcononyCapital Control® .

In accordance with the aforementioned merger of the FSAtlmdCentral Bank, the Central Bank is now
responsible for the tasks entrusted by law and governmental directives to the FSA and the financial supervision is
now part of the Central Bank. The Central Bank shall therefore monitor supervised entitiesedtetsineir
activities are in compliance with the law and with governmental directives, and that they are in other respects
consistent with sound and appropriate business practices

The recession in 2008 and the restructuring of the financial sector

I nethourth quarter of 2008, the Il celandiyeaecprompden
robust but unsustainable economic growth. This was &
coll apse&s of hi e e tbloaddegre Lbd&n@dksss, ni ra mBda nka thgft hi ng Bank hf .
2008 partlhieament of Naxk2@2/nh20 pamisteclld AEtner gency Shcad , aut h

take control of financi al unaoeretrakiimaali MidxXtircaudrrndierse
EmergencySAntt.ertvlteemeld in the operations of all three
the I celandic #adwomygy, bhhkeewrew establisiedesand th
activitie® @&afnktshe Tthter ¢l | apsed banks went into speci
Emergency Act. The patinefldr wamdksf ovmast Weé ct at¢ eidv ¢ os thiep
assets inng po®wWwhewdr Wiomestic versions of the banks, w
the banks to go into recei vieirrsdi pg ampbwe o mquintdtpeoae @ h e d |

33 Sourceicelandic Parliamerttttps://www.althingi.is/altext/stjt/2017.024.html
34 Sourcelcelandic Parliamenthttps://www.althingi.is/altext/stjt/2017.024.html
35 Source: The Central Bank of Icelardtps://www.cb.is/abouthe-bank/centrabankof-iceland/
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process creditor claims. meaternveske@0@9apphexi mal alnyg i
equi tgnamddti onal UsSb 0.44 ©billion in subordinated
Landsbankinn), New Glitnir hf. (now €slandsbanki) anc

The p2xe0@3A8 saw significantThaeaplidsad dfnfd omf ii cha mc d cfed |

of the financi al sector threatened to trigger | arge ¢
the krona and hi gahteer s encftloart i boanl.anSden cseh epertisv wer e, at
| everage and a | ardgegamopni ov@aad retdii mmea e onff dadii gmi t was cor
could trigger a wave of defaults, with adverse macr oc¢

Capital controls

On 28 November 2008, the Icelandic Parliament passed Act No. 134/2008 amending the Foreign Exchange Act,
No. 8 7/ 1Feréigh Exctiafge Acd), granting the Central Bank powers to intervene in the currency market

with the view of sthilising the foreign exchange rate of the ISK, in response to the financial crisis. For this
purpose, the Central Bank issued Rules No. 1082/2008 on Foreign Exchange imposing stringent capital controls

on crossborder movement of capital and related fonedgchange transactions. Rules No. 1082/2008, on Foreign
Exchange were codified with the adoption of Act No. 127/2011 in 2011, amending the Foreign Exchange Act.

The Foreign Exchange Aand rules on foreign exchange hdexn reviewed and amended sevena¢s since

then. The Foreign Exchange Act was further Rueppl ement
on Foreign Exchangé ) , which came into force in March 2017 and
568/2017, and in April 2019 by Redg No. 311/2019. The Rules on Foreign Exchange, as amended, largely
removed the restrictions on foreign exchange transactions and cross border movement of foreign domestic and
foreign currency.

Since the most recent amendments to the aforementioned &ulésreign Exchange in 2017 and 2019,
restrictions are still in place on the following: (i) derivatives trading for purposes other than hedging and (ii)
foreign exchange transactions carried out between residents ancesidents without the intermediaii of a

financial undertaking. Offshore krona assets as defined in Act No. 37/2016 on the treatmentdékooninated

assets subject to special restrictions are still subject to special restrictions that have been largely removed by
Temporary Provision of Act No. 37/2016 and Rules on the treatment of krona denominated assets subject to
special restrictions No. 224/2019. Temporary Provision Il of the Foreign Exchange Act and Rules on special
reserve requirement No. 490/2016 introduced a capital inflanagement measure, to temper inflows of foreign
currency and to affect the composition of such inflows. The special reserve ratio may range up to 75 per cent and
may range up to five years. The special reserve ratio was first set at 40 per cent. Diléuned2iced to 20 per

cent. in November 2018 and further reduced to 0 per cent. in March 2019. The rules on special reserve requirement
for new foreign currency inflow, have been amended several times and the current rules are Rules No. 223/2019.

Theuieements obliging financi al undertakings and oth
Centr al Bank of capital movements remain. However, ve
that have previ ownsliy mae¢eonsblyj ¢hte tCencr al Bank are ¢
requirsrement
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DESCRIPTION OF THE | SSUER

OVERVIEW

Landsbankinn hfis a leading Icelandic financial institution, offering a full range of financial services in the
Icelandic financial service sector with a totdl 37 branches and outlets across the country. [Feeerwas
established on 7 October 2008 as a limitedlitgtiompany, but the history of its predecessandsbanki islands

h f LBI @ ¥ates back to 1886.

Thelssuer has been granted an operating licence to act as a combearkigberates pursuant to the provisions
of the Act on Financial Undertakings, No. 161/2088d it operates pursuant to the provisions of the Act on
Financial Undertakingthe Act on Public Limited Companies, No. 2/1995 and the Act on the Authority for
Treasuwy Disbursements due to Unusual Financial Market CircumstancedNetc125/2008. Thdssueris
supervised by thESA

Landsbankinn hfis registered with the Register of Enterprises in Iceland with registration number 4¥Y28I08
Thelssued s r e @ffice is aateddat Austurstraeti 11, 155 Reykjavik, Iceland and its telephone number is:
+3544104000The Legal EnltElot)y olfd etnhtei flisesrue(ri i s 549300TLZPTG.

I n April 2020, the internat iS&ADY lwerad dht lomgem ratpeaithey St and
Issuerto BBB/A-2, with stable outlook. The previous rating was from July 2019, where S&P affirmed the long
term and shorterm rating of the BankasBBB+A but revi sed its outl ook from i

For the year ended 31 December201 t he Gr oupb6s net 39.7bitlienrcanpared foiSK 0o me wa ¢
40.8billion in 2018. Its netoperating income was ISKL% billion compared to ISK539 billion in 2018 and

profit for the year ended 31 December 20das ISK18.2billion compared to ISK 9.3 billion in 2018. As at 31
December20d, t he Gr oupo6s t 426kllion cansparedttoslSKvB26bikion,laiS3K Detember

2018.

RECENT DEVELOPMENTS
Government measures in response to COYRD

Severaimeasures have been taken by the Icelandic government and the Central Bank to dampen the impact of the
COVID-1 9 pandemi cTh¢ Iselamdic Econorayh @ Alttddugh economic growth has been robust in
recent years, thissueris vulnerable to a rangef economic risk that face the Icelandic banking syst¢m

The Issuer’s measures in response to COIAD

In an operational context, the I ssuerds business con
2020, in order to safeguard businesstmuity and continue providing services to customers in response to the
COVID-19 pandemic. The business continuity plans have been supported by effective digital solutions. In this

way, the functionality of both the headquarters of the Issuer and therkeaif commercial branches and digital

channels has been maintained. Majority of employees worked from home until 4 May, when the gradual easing

of social restriction took place. Customer touch points in Q1 were through digital channels but as of ZQviay 20

the Issuer has increased its branch networking services.

The AGM held 22 April 2020 agreed that no dividend be paid for the accounting year 2019, considering the
current economic uncertainty caused by the pandemic of CQ9IAlthough measures havedn taken by the

Icelandic Government and the Central Bank to facilitate the banking system to support households and businesses,
such as lowering the countercyclical buffer, reducing the liquidity reserve requirements, lowering interest rates

and lowering he special tax on financi al The ttelandic&Ekonondg)s, ( s e e
the full economicimpactof@VID-19 i s outside the | ssuerdés coOWIDrol and
-19 and government actions to contairanid how quickly and to what extent normal economic and business

activity can resume.
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The Issuer has provided private customers with guidance on how to deal with the financial impact of the pandemic.
These include raising the limit on payment cards, disting due creditard balanced, taking on additional
unsecured loans, or withdrawing supplementary pension savings. Furthermore, customers with mortgages may
request a temporary payment holiday or a temporary reduction in payments for up to six mantesudihhas

also provided guidance to corporate customers. The Issuer and other financial institutions, together with other
major lenders in the Icelandic market, entered into an agreement on a common framework for a payment holiday.
The agreement was sdioned by the Icelandic Competition Authority. Corporates meeting certain criteria may
request a temporary payment holiday for up to six months. The agreement is valid throughout June 2020 and
includes an extension provision if needed. As at 7 May 208ihdr1,237 individuals and families have applied

to postpone mortgage payments for six months and the:
customers.More than 600 companies have applied for a payment holiday on loans that &c8yper cent. of

the | ssuerds corporate credit portfolio.

The Condensed Consolidated Interim Financial Statements for the first three months 2020 which is incorporated

by reference into this Base Bacumsnsancgrotated by seferengef) ur t her
reflects the unprecedented conditions caused by the CQYIandemic and related economic uncertainties. In
assessment of ECL the final impactofthe COMI® pandemi ¢c on the | ssuerdés cred
must be cosidered likely that lower income and/or increased indebtedness may negatively affect credit ratings of

the | ssuerds customers and contribute to l9athei mpai r I
|l ssuerés | oan port #iothe @l 2028 Rinarrial Sthtememsd whicmarerinaodarperated by
reference into this Base Prospectus.

The degreetowhichCOVHR 9 i mpact the | ssuerds results of operati
position will depend on future develmgnts, which as at the date of this Base Prospectus, are uncertain. The
COVID-19 pandemic is on the decline as Iceland has responded robustly, with early testing and quarantine. The
country has limited locklown compared with most other countries andgitaglual easing of social restrictions

has taken place and it is expected to continue to do so in the near term.

However, the OVID-19 pandemic and related official counteeasures have affected and continue to affect

some of the | ss selyrwhish incsone tcasen enaysbe madeviaé which could in turn have an
adverse impact on the | ssuer. The tot al effect on th
balance sheet remains unclear at this point, but based on the firargcialf or mance of the | ssu
Issuer expects that COVHDO may have negative impact on its financial results for the year ending 31 December
2020. The I ssuerédés preliminary assessment based on
impairment charges are likely to increase for the year ending 31 December 2020.

Save for the i+#thpPpapeandemibcer €EO0¥Fr DeiRetcee nitn Dtebveg® hBegarteind rs
|l cel andiGcfiAEHd dhmamyh economic growth has been robust in
range of economic risks thandf @de 2lD8d@ clFadl Hn dit @ mean ks
| ssonepradex/y philfradeand padeni 48 Base Prospradtuisnreapeict ulb
i mpact tH®& ma@Vihaive had ons theawvsaltue odsttdmerls swlirch
esti mat ¢edht behtasmeéb,een no signi fi cantorc hfanngaen ciinolft hpee rffion
the GrouMdamsdémc203Q

Save for the impact of the COVID9 pandemi ¢ r ef er r e dRecend DevelopnteldiseThes @ ct i o n ¢
Icelandic Economy, fiAlthough economic growth has been robust in recent years, the Issuer is vulnerable to a

range of economic risks thade the Icelandic banking syste@and inthe Q1 2020 Financial Statements of the

Issuer, on page 137, padE31pagel?, and page 48f this Base Prospeduespectivelyand, in particular, the

impact that COVID1 9 may have had on loank ® custanens ehiclh dannot beerelidbly s uer 6
estimated at this timéherehas been no material adverse change in the prospectdsfubesince 31 December

2019.
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HISTORICAL BACKGROUN D

LBI wasa public limited liability company (hf.) buhanged t@ private limited liability companyehf.) in 2016.
LBlthelssuebs predecessor, was established by the,thecel andi
Il cel andic Parliament hoped to boost mmne tiardy sttrra nessa ct
first decades of operation were restricted by its limited financial capacity and it was little more than a building
society.

Following the turn of the 20th century, however, Icelandic society progressed and prospered as indostrialisati
finally made inroads, and LBI grew and developed in
largestissuerand was made r es pon shaikbonds.The issuane®$ hankbands wase | and 6 s
transferred to the then newly estahkd CentraBank of Iceland in 1961 and LBI continued to develop as a
commerciabank expanding its branch network in the ensuing decades.

Liberalisation of financial services in Iceland, beginning in 1986, opened up new opportwiiés LBI
managedd take advantage of, despite some economic adversity. In 1997, LBI was incorporated as a limited
liability company, and the ensuing privatisation was concluded in 2003. From 2003 to 20@fekited as a
privatebankwith substantial international actii@s in addition to its traditional Icelandic operations.

Following the continuous deterioration of the financial markets and the collapse of the Icelandic banking system,
theFSAtook control of LBI on ©ctober 2008. Thissuer wholly owned by the Icelandic State, was established
around the domestic deposits and the majority of the Icelandic assets oflthaloldll liabilities and assets not
transferred to théssuerwere retained in LBI and a Resolution Committee was apgoito supersede the board

of directors of LBI.

SHAREHOLDERS, SHARE CAPITAL AND DIVIDEND POLICY

As at 31 December 2019, thesuerhad 88 shareholders. The ISFI manages 23,567,013,778 (98.2 per cent.)
shares and the corresponding voting rights on befi#life largest shareholder, the Icelandic State Treasury. The
ISFI manages its holdings in thgsuerin accordance with its publicly available ownership policy. The second
largest shareholder is th&suer which holds 375,460,240 (1.56 per cent.) obits1 shares after acquisition by
thelssuerof its own shares under its bback programme initiated in December 2018.

Sharesasof3 %o f t he

December 201 share capita
Icelandic State Treasury 23,567,013,77 98.2(
Landsbankind s shar@s 375,460,24 1.5¢
Other shareholders 57,525,98 0.24
24,000,000,0C 100.0¢

Total shares

According to the I celandic State Ownership Strategy f

2020, it is the intention of the | SFI to retain subs
among ot hdrnatniciimds sty tfem sttheeQui tyyst Bkedeal si wnl bnbe
has sold all i t3% share in €slandsbanki

%sSource: AfThe Il celandic Stateds owner shi p20bytheMinistipgof f or Fi n
Finance and Economic Affairkttp://www.bankasysla.is/files/EigandastefnaRikisins2020_02_loka 968608008.pdf
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The |l celandic Parli ament has aut hos i skdr s svahhiectcho € a l

areexmess of 701 p&mw etrcoetnal. $okf e etefildt a pi Fdlbhteordn el andic S
Treasury is the largest shareholder oof. the | ssuer. Th
Thles siusrnot directly or indirectly owned or controll e
Thlessiuernot aware of any arrangement s, the operation

in contlrsodu erf t he

Share Capital

Thles suetrot al share capital is I SK 24,000,000, 000 of wl
has a nominal value of one | SK andémelk¢i ogser i s enti:t

Thiles s eAGMommle A r i(It M20AB M J)aut hot hlesesdueérn accordance with
of the Act on Public Limited Companies, No. 2/ 1995, t
valoMfe t hé& Ishsaauver TThaegimiani mum and | masegma ot htow upaey tfhoer e
hare shall be saugetriow&!l #at ueo ihe. the ratio of shareh
n the most recently publ i s heublainsnhuead boerf oirnet etrhiem pfuirn
hare akes Thliaceauthorisation liss uwal Tilda s2pO@&Ifi ttaisbnre AGM ¢
hares puriké$absaesde do yont htehi s aut hori sati ononiesetdlabgj.ect t
uch disposition took place in 2019.

n n n —onu

Dividend Policy

In December 2018, the board of directors approved a dividend policy for the Eseiéssuer aims to pay regular

dividends to shareholders amounting to at | east 50 pe¢
target capital ratio, the ssuer al so aims to make speci al di vidend
structure When determining the level of dividends, the Issuer considers its financial position. Risks in relation to

t he | ssuer 6trnal antirenment dgrowth prdspeets, the maintenance of adomg robust equity

and liquidity position, as well as compliance with regulatory requirements of financial standing at any given time
are also considered.

The 1629 B&M aut hdrsisued tttne pay a dividend amounting to
year 2018 to be paid in two instalments. The first pa
per share. The second paymentntteodo kt op |IlaScKe 0o n2 12 pQecrt ocsbhear!
were based on the register of sha2rOeh®®M,deuns!| eagss etnlde olf
received notification of the assignment ofe diwiidemd t
payments based on the outswhindhngephasest s sal SGKn®, D2
for the TyheearAGM 1h8.1 d 22 April 2020 agreed that no di:
2019
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ORGANISATIONAL STRUC TURE

Thelssueris the parent company of a group and its principal subsidiaries include the following as at the date of
this Base Prospectithe Group):

Ownership

Principal subsidiaries Principal area of activity interest

Eignarhaldsfélag Landsbankan: Holding company 100%

ehf.

Landsbréf hf. Management company for mutual funds  100%

Homlur ehf* Holding company 100%
*HOmlur ehf. is a parent of a number of subsidiaries, which are neither individually nor corsbingdn i f i cant i n the contex!
business.
STRATEGY

The strategy stehhes @d@Oocafgenda unt il
Role Trusted financial partner

Vision Landdankinnis exemplary

Strategic focal points

The strategic focal poinsr e b as ed «are pillaiseandlersesag dén e 6 4 gukleitewarfissa digital
future. The Issuemwill emphasise initiative in atomer relations and provideistomers with exemplary service
to maintain longterm business relationships.

Accessibility

Customers can easityonitor and have access all the main bankng businesgrom anywhere andat anytime
They have easy access to information and a good overview of their fin@irfees. | snainutasksanslude:

A Creating a banking platforrh h a t al | ows acustomeosf both prieate ingivdduaés rarids
corporates, to tend to all main banking business via eleciatiie solutions

A Facilitating theon-boarding of new customeusingonline, straighthroughprocesses
A Tail or i n g setvibes to fit the nesfité customers
Efficiency

Customers save time and effort through use of thes eleatrd@nie onlinesolutions. Their business is tended to
expediently and securely usingthe seryice at f or m of t he cust aimsdncluds: choosi ng.

A Simplification and digitalisation of those processes that are most importésittstomers
Shortening processing time and finalising requests, if possible, at first touch
Developing models that automate decisions in key processes

Designing the flow of infomation to allow customers to review their status in real time

D > > e

Creating aonesystem solutiothat works for both customers and employees
A Co-operation betweedivisions and departments

Valueadding
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Customers receive persoisaldservices tailored to meetheir needs. They experienttesir relationship with the

Issueras valuable and see that their businessthb r y i s t aken
A Listening to customers, discerning their needs and identifying solutions that suiustwher
A Leveraging technology and utilising data to tailor service and ad¥fieeedto its cusomers, including
analysing customersd needs and
A Developing products and services that are valiging for both parties
A Being daa-driven and utilisingsuchinformation in thd s s ulecisiénrmaking processes
Initiative

the use

i chaleengesdnclumer n t .

of

The |

preappr

The Issuer isttentive toits customers Customers noticthat thel s s uemployees conduct their work in a
professional manner and show initiatiféwe Issue Gasks include:

A
A
A
A

BUSI

The organisational chart below illustrates bsued s

Building a vibrant and positive corporate culture that is characterised by initiative in communications

Attracting employees that have the knowledge and capability to taksstr@towards a digital future

Emphasising product developnteand innovation, both thouse and through external collaboration

Creating a work environment that supports flexible work space where collaboration is key

NESS

this Base Prospectus:

Board of Directors

InternalAudit

principal

Marketing and
Communication

Human Resources

Compliance

F

PersonaBanking

CorporateBanking

Markets

Risk Management

Finance

Information
Technology

Thelssuerhas three reporting segments: Pers@&aailking CorporateBankingand Markets.

PersonalBanking

The PersonaBankingd i v i sPersonal Baniingo ) compr i
Customer Service Centre and Leasing (vehicle and equipment financing). PBestaaghas one support unit:

Business Solutions.

PersonaBanking provides individuals and small and medigmi z e d

S es

o fopretiores tad ahtige datenofl s u p p ¢

three dekthet ment s:

e nSMEsop r iisne sr u(rfial ar ea

general andpecialisedBankingservices. Financing of vehicles, equipment and machinery is provided through
the Leasing department.

The Issueroperates 37 branches and outlets around Iceland. Its distribution channel strategy is to ensure the
provision of personal,c@nomical and valuaddedBankingservices to its customers.
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Emphasis is placed on providing customers with a diverse range of products. Each branch offers general services

and personal advice to individuals. In rural areas, branches provide furthee santiadvice to SMEs. Various

self-service options are available throughout the country. In additionlsfued s cust omer s have ¢
financial services through its Customer Service Centre, oBlmkingsystem and mobile solutions.

Amongthdssued s ¢ u st o me BG000andidduasramd arouthd 11,000 SMES. Its market share is around
37 per cent. with respect to individuals, and 34 per cent with respect to SMESs, according to a survey conducted
by Gallup in 2019.

Corporate Banking

Corporaé Banking ( @orporate Bankingo ) provides comprehensive financi a
medium sizd corporate clients and municipalities, as well as tailored services to meet customer specific needs.
CorporateBanking also handles corporate and SMEsrvices in the capital region through a SEEsnter
CorporateBankingholds a strong position among the largest companies and institutions in |détantarket

share in Corporatbanking, @cording to an annual survey conducteddallup in 2019is stable ataround34

per cent.

CorporateBanking comprisedour businesaunits andfour support units. The business units are split based on

sector segmentation; one unit manages relations with contractors, real estate companies, travel service companies
and municipalities; the second unit manages relations with industrial companies and companies in trade and
service; the third unit manages relations withlfseed s | ar ger customers in fisheri
unit manages relations with armli7,000 SMEs in the capital region. Corpot#mkinghasfour support units:

Business Support, Credit Assessmédrporate Debt Restructurirasnd Legal Services.

Business Support is a support unit designed to assist the business units by proddptly data analysis and
business development solutions.

Credit Assessment is responsible for the preparation of credit rating reports and supervising business cases, which
are submitted for credit decisions.

Corporate Debt Restructuring analyses and manaigddematic assets in the corporate loan portfolio such as
cash flow, debt service capacity, collaterals and asset valuation. The team also manages negotiations with all
stakeholders (shareholders, liquidators, etc.).

Legal Serviceswhich sitswithin ComporateBanking provides legal advice regarding corporate lending and
restructuring and is responsible for drafting more complex loan contracts and collateral agreements.

Markets

Mar k eMakets i provi des broker age s e rcies and derivatives, saeofur i t i e
securities issues, money market lending and advisory services. The division provides a range of wealth and asset
management products and services for individuals, corporations and institutional investors. Landsbréf hf. a
subsdiary of thelssuer is included in Markets. The Markets division comprises four departments: Asset
Management, Capital Markets, Market Making and Corporate Finance. The Mdisketsn has one support

unit: Business Solutions.

Asset Management offers cprehensive asset management services, including advice in selecting appropriate
savings options, and development and management of asset portfolios. The customers of Asset Management are
diverse and include individuals, pension funds, institutions, mualittgs and companies.

Part of the product offering provided by Asset Management is securities and investment funds run by Landsbréf

hf. In addition, Asset Management has two pension funds under full management, which involves the asset
managementofsedurt i es portfolios, supervising the fundsd acc
payments.
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Asset Management ds services al so en tBankihgSdrvites alomg n a g e me
with customised management for companpesysion funds, insurance companies, municipalities and charities.
PrivateBankingServices are customised to meet the needs ¢tdsbed s we al t hi est customer s.
the management of customer sd a stiogeservigeso Custdmers ¢ao choosen a d di
between active management of an asset portfolio where the advisers of Bamkieg Services manage the

assets in accordance with a predetermined investment strategy, or advice on management where the customer
managedts own portfolio with the assistance of an adviser.

An Investment Council operates within Asset Management. Its purpose is to form an investment policy for
customersd asset portf o-higatsig measarasseirs aldition t® bdeingaarfadumifod e nt i f
professional discussions on the bett & return, opportunities in the market and best practice.

Capital Markets handles market transactions in financial instruments, such as bonds, equities, derivatives and
foreign currencies for professional clients. Capital Markets also handles thansissede of corporate, municipal
and national government bonds.

Capital Markets incorporates Fund & Pension Advisory Services, which providesthed s cust omer s wi
advice and services in matters relating to savings, investments and pensions. The depant 6 s mai n cus
are general investors involved in securities trading and individuals and companies in relation to pension issues.

Market Making acts as a market maker for a numbéassaifes of listed securities, as well as the ISK on the
interbankmarket. The role of a market maker is to promote normal price formation and liquidity in the market by
submitting offers to buy or sell the asset to which the market making agreement applies at any time, for its own
account within a maximum price range.

Corporate Finance provides advisory services to companies and investors, and is focused on services in relation
to the restructuring of companies, among other things, through mergers and acquisitions, purchase and sale of
companies and advice on projectdirting. It also advises on and-@alinates public offerings and listings on

stock exchanges, as well as providing services to companies listed on a stock exchange.

Business Solutions is a support unit designed to assist the business units by providess bievelopment
Support divisions

Thelssuerhasthreesupport divisions: Risk Management, Finance, and Operations & IT.

Risk Management

The role of the Riislo Masagesmamtdaicomiegdiod ntihek, to ass
' iquidity risk antdonoonpietroart itolmead e rh &Kl e dopmerkt aotriso nisn  tThhee
Management divisitohneai stereapoasailtshufealr g&i asefestsment
Subsi di alrd shueevref tthtee r own ri sk management functions a
information on exposures from the subsidiaries and ¢
Di vision is al sohenrssipwensriibslke rfeoprorctoinmpg eon ri sk positi
commi ttees and supervisory authorities.

As of DecehmebeRi s2k0 IManagement Division was comprised o

T The Credit Manageweceaws Dspaont memtos cr edilts sthueecri si on
business units when credit alpipriitcsa.t i 6asf ierxmeteido nt

Management implies that Credit Manéagemealretcihdaesd rneout
exerictisseveto rights. Credit applications exceedin
Di vision ar é sseskeeCrreeddi tt oCetphmel t mneret dh®o over sees I
t hhes saceedi t policies amd otbaeért rptecsesel ated to t
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The Credit Ri sk Department is responsible for me
pr ovi dlisnsguiettrine syst ems and processes to measure, mo
policy decisibonsth€redesp®&nskblie for analysis anc
capital and i mpair ment. Credit Risk is also respo
ri sk, such as procedures for | mphdarnmemde .measur e me

The Market Risk Department is responsible for me
l'iquidity risk ahdsidbamnlkbegk aladrg rwistkh ilni mihte moni t
Thdepart ment devel ops ssaema rnkaetntraii ks mdidesis& eand ma
Mar ket Risk Policy and Liquidity Risk Policy, as

mar ket risk and liquidityerfsk. mbMarketi RgshkhIlIisdalt
| sseuretrer s into, both for hedging and tr aldsisnugerpur pc
The Operational Ri sk Departmenltsstusopesponsesnhl e rf

moint or ed ahdsitmmlte mtehnet s and maintains an effecti
framewodebarTment assists managers with operationa
operations and oper at i onrasle elso sbsu siinncei sdse rictsosit & mnaul i yt syi
policy on operational ri sk as well asdephet meheés
Thdepart ment is partly responsi bbaenkfipohrattf loe mse dihre
Opeontl Ri sk Departmehssitheadarst it fhiec avtoirkn ommnd édire t he
for information security

The Risk Manager for Pension Funds is responsible
and risk governskceassegsemehi oandfcorrespondence w
Banaknd its financi al supervisory function. The Ri
regul atory compliance is carried outanceviewsr cal
monitoring. The Risk Manager has direct access tc¢

their managing directors.

The I nternal Model |l i ng Deparltamawidir hitse rrnead p oRmastii bnlge
(IARBp nElconomi ¢(EB@ajpadells and related processes to e
risk to equity, as well as for providing support

Thda&epartment is also respodel blafpopfropireedh d i dm vtesl.op me

The Risk Solutions Department develops and operat
Division, as wel!/ as maintaining the devel opment
DivisideparTmeso responsible for monitoring and ma
by the Division and repdadepgdmtgmeamt shugpseralismrilye gmar
i mpl ement ati on of BéamekSBaoee lvi Go mmv df toreiestidred aetfaf eacgtgir
and risk repd@ratnikBogmetandaod, s b(@B@B&3B) number 239

Finance

Finance is a division that incorporates both support and profit functions. The division congavess
departments: Treasury, Accounting Financial Reporting(the ARA&FR ), Legal, Economic Research,
Transaction Services, Loan Products and Development and Operations.

Treassiryespdrhkes §8d efr f,rbdigrug di ty management and .mar ket

Treasur yt mmansagerwerhange rat e, interest rate and infl a
Board of |Diraedcdroeriess. oy yi nhvaersdloas rel ati ons, Balrdanldi ngs w
communi cadomestiwcthnd oserscseasofs naasi dkelelasasyrasi ag
responsilbd & dironrt etrhnea | and external interest rate pric
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A&FR is responsible for financial accounting and budgeting withinlskaer The Department handles the
compilation and comomication of management information; monthly, quarterly and annual financial statements;
andbudgeting and rolling financial forecasts. A&FR is further responsible for carrying out earnings measurements
and analysis, and has a control function withinl#seier

Thelssueb s  Ldepgramient handles legal aspects oflfseed s o per at i depastmentihteralial e g a |
provides thelssuerwith legal advice, representhe Issuein district courts, prepas cases reviewed by the
Complaints Committee on Transactions with Financial Undertakirggews and confirms standardised
documents relating to the Issuer’s operatiandprepaescorrespondenceith regulatorsin particularthe FSA

and the Icelandic @mpetition Authority. Thdssued s  Ldeparamientlso oversees theanding of collection

of payments in arrears owed to {ksuer

ThEconomic Researchfidepacitamenmambaeti $ oasd e¢bendmisauetrr
andclit@8hesdepart meewktofpomlehdwsénats hghlealbaanld economy and on
mar kTehhes .depart ment publishes resehawdl gempontts -axn vadll |
exchange, fixed income and equity mar ket s.

Transaction Services provided ssardi dessstutee uts tTdnrme ns o me

maianct i vities include international payment s, cleari
transactions, fwridt iacxs ocamd i g fifodrrc sfecudstaowmasbdok per
LoaProducts and Dearé opfmeratl | t aldens ni stration of | oans

agreement sl deainnde eint st hceu st omer s anod rpeasypmoemstisb loef fl oora ntsh.
and storage of orTihgirreatih3dr maalrs odo0 mwameret sd.epart ment wi th
Devel opment , wher eas it handlseasandhmporitet aeds e porctr e
documecnotlalreyct i ons and domestic guarantees

The Operationgdivision comprises twodepartments: Propertiesnd Appropriated Assets The Properties

department oversees thesuedb s i nt er nal operations and facilities, i
properties, including sadeor purchase ThePr operti es department is also resp
facilities, purchase of equipment forttssued s oper ati ons, internal security a

facilities and custodial opations.

AppropriatedAssetsis responsible for selling and renting out real estate assets whittstieehas acquired
through foreclosure or as a part of debt restructuring. In additiorigpeopriated Assetslepartment sells
vehicles, equipment and other items thatliseierhas acquired through foreclosure.

Information Technology

The I nfor mat(lodny iTeicshinmod oigsy responsi bl e for Idsestmeelropi ng
i nf or matmsonangysstoel uti ons. The |1 T division comprises
Management and Software Devel opment, I nformati on I

Devel opment .

The Architecture department cempobhnsebl eseVeralsever s
providing process i mprovement, procur ement , strategi
architecture and physical document storage supervi si

The Application Management and Software Depment department comprises eight different domain units. The
department oversees all business software, both internally developed apaditirsoftware.

The I nformation Intelligence department iisimarhiengr i vi
and i mproved customer service. This Hdaeapantement nitel Irie
repantisdata anal ytics.

The |I'T Service department comprises two unidrsui addhe He
to internal users and the I nformation Technology I nfr
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The Operations department comprises sever al di ffere
admini stration, hasdwabaeatswmpomtet ,spthtowar, e adicess con
as well as hardware such as data centres, telephone

The Web Development department designs, maintains and develops alefrdnteb solutions that clients use
suchasthemobile app, onlindankingand thelssueb s webpages

Other divisions
CEO6s Office

The S®EO®ffice works closely with the CEO to assist h
arranging melesgdangsse nfiorr tmMadBage denttf ®HDndecwer sonandhefo
i mpl ementati on of Hdenains iRe(s#Rd JagampMai raknectei,ng & Communi c
directly to the CEO.

HR is responsi brl el aftoerd ailsls ueemsp | osyueceh at, salargi mgdaibd
devel opment .

The Marketing & Communication Department il sstmiesponsi
mar keting strategy and planning. It is also responsil

Compliance is an independent management unit placed directly under the CERdndbes  osatignal chart,
operating in accordance with the letter of appointment from the Board of Directors. The Data Protection Officer
works independently from Complice, in accordance with the letter of appointment from the Board of Directors.

Compliance is part of thesueb s second | evel control and is responsib
f monitoring | aws and actions against monegn | aunde
securities trading and | aws on data prosemeron.
policy on compliance with;alnadlws, regul ations and i

f consulting and instructing management olns sfaheer ef f e
operations, measures to prevent conf |l i cltsssucefr i nt
operates in accordanceesstprapcopees.,andi tsltouad &us
credibility of and confidence in financi al mar ket

Internal Audit

The internal audifunctionis a part of théssueb s or gani sati onal structure and co
oversight systeniThe role of the internal audit function is to provide independent and objective assurance and
advice, which is intended to add value and improvestieed s oper ati ons.

The internal audit function evaluates the functionality ofliseed s g o v e sk management and iinternal
controls, and thus supports tlssuerin achieving its goals. The internal audit function covers all ofdbeed s
business units, including its subsidiaries, and pension funds managed and operatésshgrthe

The internalaudit activity 8 accountable both administratively and functionally to the Board of DiredGtoes.
Board of Directors employs the chief audikecutive, who annuallyoofirms to the board the organisational
independence of the internal audit activity. Ading to an external quality assessmentiducted in January
2019 the internal audit activity of thissuergenerally conforms to the Standards, Definition of Internal Auditing
and Code of Ethics, issued by the Institute of Internal Auditors.
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LOAN PORT FOLIO

The table below sets out details of Aeud s

oans

2019 and 31 December 201dassified by type of loan.

a firmhncial thstimtiors gassat31t December

2019 2018

Bank accounts with financialstitutions

(millions of ISK)

26,43¢ 40,91
Money market loans 20,37¢ 29,45¢
Other loans 1,118 1,01¢
Allowance for impairment D 2)
Total 47,92¢ 71,38¢

The table below sets out details of tissued s

| oans a rcdstoraedat amoitised cosho at31
December 2019 and 31 December 2018
31.12.2019 31.12.2018
Gross  Allowance Gross  Allowance
carrying for Carrying carrying for Carrying

amount _impairment amount amount _impairment amount
Public entities 4,170 (35) 4135 4,865 (145) 4720
Individuals 470,096 (2,151) 467,945 416,040 (2,341) 413,69¢
Mortgage lending 392,753 (848) 391,905 336,685 (886) 335,79¢
Other 77,343 (1,303) 76,040 79,355 (1,455) 77,90C
Corporates 666,122 (12,697) 653,425 646,762 (10,319) 636,442
Total 1,140,388 (14,883) 1,125505 1,067,667 (12,805)  1,054,86:

The following tables show th@roupd s

ma X i mu mexmsure dti31 Decemlzek2)hnd 31 December

2018 Foron-balance sheet assets, the exposureswutdelow are based on net carrying amounts as reported in
theconsolidatedtatement of financial position. Gifalance sheet amounits the tables beloyare the maximum
amounts theGroup might have to pay for guarantees, loan commitments in théiafubunt, and undrawn

overdraft and credit card facilities.

Thelssueruses the ISAT 08 industry classification for corporate customers.
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Corporations

Financial Public Construction Real estate  Holding Manu- Agri- Carrying
As at 31 December 2019 institutions __entities* Individuals _ Fisheries companies companies_companies Retail _Senices ITC** _facturing culture Other amount
Cash and balances with Central Bank - 69,824 - - - - - - - - - - 69,824
Bonds and debt instruments 11,423 102,181 - - 772 49 83 - - - - 754 115,262
Equities and equity instruments, banking 1 - 32 - - 15,511 1 1,595 - - 49 517 17,70€
Derivative instruments 2,202 - 9 - - 12 363 5 - - - - 103 2,694
Loans and advances to financial institutions 47,929 - - - - - - - - - - - - 47,92¢
Loans and advances to customers - 4,135 467,945 151,336 98,536 136,000 26,154 60,525 133,326 32,943 20,365 8,918 1 1,140,18¢
Other financial assets 2,767 26 76 - 22 2,342 30 2 2,549 1 4 - - 7,819
Total on-balance sheet exposure 64,322 176,166 468,030 151,368 98,558 139,126 42,107 60,616 137,470 32,944 20,369 8,967 1,375 1,40141¢
Off-balance sheet exposure 3,598 5,051 33,553 16,594 53,174 11,059 1,655 19,691 14,711 5,618 17,819 912 42 183,477
Financial guarantees and
underwriting commitments 306 168 775 6,999 4,105 1,364 1,026 2,855 3,822 1912 558 42 35 23,967
Undrawn loan commitments - - - 7,495 46,655 8,163 328 11,655 4,831 2,359 13,751 241 - 95,47¢
Undrawn overdraft/credit card facilities 3,292 4,883 32,778 2,100 2,414 1,532 301 5,181 6,058 1,347 3,510 629 7 64,032
Maximum exposure to credit risk 67,920 181,217 501,583 167,962 151,732 150,185 43,762 80,307 152,181 38,562 38,188 9,879 1,417 1,584,89%
Percentage of maxmum exposure to credit 4.3% 11.4% 31.6% 10.6% 9.6% 9.5% 2.8% 5.1% 9.6% 2.4% 2.4% 0.6% 0.1% 100%
Maximum exposure to credit risk and concentration by industry sectors (continued)
Corporations
Financial Public Construction Real estate  Holding Manu- Agri- Carrying
As at 31 December 2018 institutions __entities* Individuals _ Fisheries companies companies companies Retail _Senices ITC** _ facturing culture Other amount
Cash and balances with Central Bank - 70,854 - - - - - - - - - - - 70,854
Bonds and debt instruments 3,507 63,222 - - - 9,336 69 - - - - - 924 77,058
Equities and equity instruments, banking 104 - - 152 5 42 10,646 364 1,541 - 50 59 522 13,48E
Derivative instruments 1,529 - 11 4 48 76 165 39 1 - - - 50 1,923
Loans and advances to financial institutions 71,385 - - - - - - - - - - - - 71,38E
Loans and advances to customers - 4,720 413,699 146,912 87,510 137,343 30,971 63,644 119,439 29,799 21,936 8,559 - 1,064,53:
Other financial assets 1,903 27 108 - 159 229 31 3 2,320 45 39 - - 4,864
Total on-balance sheet exposure 78,428 138,823 4133818 147,068 87,722 147,026 41,882 64,050 123,301 29,844 22,025 8,618 1,496 1,304,101
Off-balance sheet exposure 3,760 2,936 31,099 12,935 56,891 22,057 2,668 19,502 22,069 5,659 23,994 1,082 31 204,682
Financial guarantees and
underwriting commitments 255 - 784 827 3,829 1,109 792 2,524 5,211 2,092 593 79 - 18,095
Undrawn loan commitments - - 15 9,217 49,903 19,457 1,319 11,910 9,644 2,317 20,020 195 - 123,997
Undrawn overdraft/credit card facilities 3,505 2,936 30,300 2,891 3,159 1,491 557 5,068 7,214 1,250 3,381 808 31 62,591
Maximum exposure to credit risk 82,188 141,759 444917 160,003 144,613 169,083 44,550 83,552 145,370 35503 46,019 9,700 1,527 1,508,78¢
Percentage of maximum exposure to credit 5.4% 9.4% 29.5% 10.6% 9.6% 11.2% 3.0% 5.5% 9.6% 2.4% 3.1% 0.6% 0.1% 100.0%

* Public entities consist of central government, state-owned enterprises, Central Bank and municipalities.

** |TC consists of corporations in the information, technology and communication industry sectors.

The tablefor yearend 2019 and yeaend 2018shows both gross carrying amount and Expected Credit Loss

(RECL 0), by industry sectors, and the three stage criteria under IFRS 9.
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Stage 1 Stage 2 Stage 3
Gross Gross Gross Gross Allowance
carrying carrying 12-month carrying Lifetime carrying Lifetime for Carrying
As at 31 December 2019 amount amount ECL amount ECL amount ECL _impairment  Fair Value amount
Financial institutions 47,930 47,929 ) 1 - - - ) - 47,92¢
Public entities 4,170 4,058 (34) 112 1) - - (35) - 4,135
Individuals 470,096 429,012 (370) 35,587 (584) 5,497 (1,197) (2,151) - 467,945
Mortgages 392,753 364,991 171) 24,492 (329) 3,270 (348) (848) - 391,908
Other 77,343 64,021 (199) 11,095 (255) 2,227 (849) (1,303) - 76,04C
Corporates 680,801 572,853 (1,986) 64,759 (1,393) 28,510 (9.318) (12,697) 14,679 668,104
Fisheries 151,792 143,576 (236) 4,959 (85) 598 (135) (456) 2,659 151,33€
Construction companies 100,213 78,562 (548) 19,208 (302) 2,443 (827) (1,677) - 98,53€
Real estate companies 138,174 120,626 (497) 12,606 (346) 4,942 (1,331) (2,174) - 136,000
Holding companies 26,283 24,277 (105) 1,928 (15) 78 ©) (129) - 26,154
Retail 61,474 52,414 (101) 4,870 (133) 2,006 (715) (949) 2,184 60,525
Services 138,110 107,737 (369) 15,538 (434) 13,037 (3,981) (4,784) 1,798 133,326
Information, technology and communication 33,064 24,716 (96) 270 @) 40 (21) (121) 8,038 32,942
Manufacturing 22,660 15,260 (21) 2,396 (50) 5,004 (2,224) (2,295) - 20,365
Agriculture 9,030 5,685 (13) 2,983 (24) 362 (75) (112) - 8,918
Other 1 - - 1 - - - - - 1
Total 1,202,997 1,053,852 (2,391) 100,459 (1,978) 34,007 (10,515) (14,884) 14,679 1,188,11%
Loans and advances by stage allocation (continued)
Stage 1 Stage 2 Stage 3
Gross Gross Gross Gross Allowance
carrying carrying 12-month carrying Lifetime carrying Lifetime for Carrying
As at 31 December 2018 amount amount ECL amount ECL amount ECL _impairment _ Fair Value amount
Financial institutions 71,387 71,384 @] 3 - - - @] - 71,38
Public entities 4,865 1,859 ®) 3,006 (137) - . (145) - 4,720
Individuals 416,040 363,967 (561) 47,581 (602) 4,492 (1,178) (2,341) - 413,69¢
Mortgages 336,685 301,920 (240) 32,390 (343) 2,375 (303) (886) - 335,79¢
Other 79,355 62,047 (321) 15,191 (259) 2,117 (875) (1,455) - 77,90C
Corporates 656,432 582,067 (1,714) 38,809 (468) 25,886 (8,137) (10,319) 9,670 646,112
Fisheries 147,295 135,868 (83) 8,373 (42) 1,458 (258) (383) 1,59 146,912
Construction companies 89,305 79,649 (620) 6,112 (110) 3,544 (1,065) (1,795) - 87,51C
Real estate companies 138,951 127,569 (569) 5,575 (82) 4,829 (957) (1,608) 978 137,342
Holding companies 31,165 30,818 (84) 199 (@) 148 (106) (194) - 30,971
Retail 64,457 56,974 (88) 4,391 (28) 1,501 (697) (813) 1,501 63,644
Services 122,383 102,188 (169) 10,514 (159) 7,558 (2,616) (2,944) 2,123 119,43¢
Information, technology and communication 29,922 26,210 (61) 141 1) 99 (61) (123) 3,472 29,79¢
Manufacturing 24,220 17,003 (32) 1,205 (18) 6,012 (2,234) (2,284) - 21,936
Agriculture 8,734 5,788 ®) 2,299 (24) 647 (143) 175) - 8,559
Other - - - - - - - - - 0
Total 1,148,724 1,019,277 (2,285) 89,399 (1,207) 30,378 (9,315) (12,807) 9,670 1,135,917

The table below shows thggoss carrying amount of loans and advances to financial institutions and customers

by past due status as at 31 DecembeB 20l 31 December 281
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Gross carrying amount

Days past due
Allowance
for Carrying
As at 31 December 2019 Not past due 1-5 6-30 31-60 61-90 over 90  impairment amount
Financial institutions 47,930 - - - - - 1) 47,929
Public entities 4,120 50 - - - - (35) 4,135
Individuals 457,047 2,662 2,344 4,175 1,134 2,734 (2,151) 467,94
Mortgages 385,776 - 1,593 3,126 824 1,434 (848) 391,902
Other 71,271 2,662 751 1,049 310 1,300 (1,303) 76,04C
Corporates 652,881 4,413 5,195 4,269 2,504 11,539 (12,697) 668,104
Fisheries 151,055 234 83 65 4 351 (456) 151,33¢
Construction companies 98,426 293 214 427 90 763 (1,677) 98,536
Real estate companies 131,356 172 2,850 1,856 401 1,539 (2,174) 136,00C
Holding companies 26,242 9 9 17 3 3 (129) 26,154
Retail 59,672 684 467 67 72 512 (949) 60,525
Services 126,640 2,675 1,455 1,680 1,877 3,783 (4,784) 133,32¢
Information, technology and
communication 32,836 57 64 61 8 38 (121) 32,943
Manufacturing 17,779 242 49 90 34 4,466 (2,295) 20,365
Agriculture 8,875 46 4 6 15 84 (112) 8,918
Other - 1 - - - - - 1
Total 1,161,978 7,125 7,539 8,444 3,638 14,273 (14,884) 1,188,118
Gross carrying amount
Days past due
Allowance
for Carrying
As at 31 December 2018 Not past due 15 6-30 31-60 61-90 over 90  impairment amount
Financial institutions 71,387 - - - - - (@) 71,385
Public entities 4,848 - 16 1 - - (145) 4,720
Individuals 402,153 2,842 2,780 4,204 879 3,182 (2,341) 413,69¢
Mortgages 329,665 - 1,984 2,996 590 1,450 (886) 335,79¢
Other 72,488 2,842 796 1,208 289 1,732 (1,455) 77,90C
Corporations 629,832 9,059 4,243 2,549 1,035 9,714 (10,319) 646,11%
Fisheries 146,381 371 20 50 3 470 (383) 146,912
Construction companies 84,409 990 785 64 212 2,845 (1,795) 87,51C
Real estate companies 134,799 162 1,238 1,109 215 1,428 (1,608) 137,34z
Holding companies 30,853 104 8 114 18 68 (194) 30,971
Retail 62,378 283 532 155 49 1,060 (813) 63,644
Services 113,694 2,630 1,550 919 361 3,229 (2,944) 119,43¢
Information, technology and
communication 29,758 63 3 2 8 88 (123) 29,799
Manufacturing 19,308 4,345 88 88 11 380 (2,284) 21,93€
Agriculture 8,252 111 19 48 158 146 (175) 8,559
Other - - - - - - - 0
Total 1,108,220 11,901 7,039 6,754 1,914 12,896 (12,807) 1,135,917

The table below shows large exposuaesat 31 December 29 and 31 December 2018, after credit mitigation.

As at31 December 2@, five customer groups were rated as large exposures in accordantiewittes on large
exposures(Regulation No. 233/2017Reglugerd um varfaerniskrofur vegna starfsemi fjarmalafyrirt@zkja
Customers are rated as large exposures if their total obligations, or those of finanaidhjrostrative connected
parties, exceed 10 per cAeoordingtodhese tuleseno &posuadedceditedki gi bl e
mitigation,mayexcee®5 per centof the eligible capital.
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Number of

large Large
As at 31 December 2019 exposures exposures
Large exposures between 10% and 3 100,057
Large exposures between 0% and 10% of 2t he Gr«
Total 5 100,057
Total ratio of large exposures to eligible capital 38%
As at 31 December 2018
Large exposures between 10% and 3 83,842
Large exposures between 0% and 10% of 1t he Gr<
Total 4 83,842
Total ratio of large exposures to eligible capital 34%

Further information on the aforementioned tables is disclosed in the notes in the 2019 Financial Statements, which
is incorporated byeference to this Base Prospectus.

FUNDING

The Issuer is predominantly funded by three main sources: deposits from customers, market funding and equity.

Deposits

from customer s

are the | ssueros

spes af | e

deposits to its customers, offering products with fixed and variable rategdexed as well as indexed to the
Icelandic CPI index. Deposits from customers are predominateljndered and available on demand. At year
end 2019 the customer degits amounted tt5K 708 Lllion, mostlynor indexed and on demand. Deposits from
customers increased by ISK 15 billion, during the year 2019. Inflitikad deposits amounted to ISK 121
billion, at yearend 2019, increasing by ISK 7 billion from theepious year.

I ar c

The Issuer has in place a EUR 2,000,000,000 Euro Medium Term Note Programme that is listed on Euronext

Dubl i n.

The Programme is

utilised to

broaden

and

str

senior, unsecured and subliorated bonds in foreign currencies issued by the Issuer to date are issued under the
EMTN Programme. The inaugural issuance under the Programme was made in 2015, followed by continued
issuance on a regular basis to date. At-ypear 2019, bond issuancefareign currencies amounted to ISK 223
billion, increasing by ISK 24 billion, during the year 2019.

The Issuer has other unsecured loans in foreign currencies amounting to ISK 19 billioneaatdy2ad9, in
addition to the unsecured and subordinateetban foreign currency issued under the Programme.

In addition to the aforementioned, the Issuer has in place a38RaD,000,000 covered bond programme, that
is listed for trading on Nasdaq Iceland. Covered bonds are issued under a licence fretankdéec|ESA, and in
accordance with reference to Act No. 11/2008 and FSA Rules No. 528/2008. The purpose of the programme is to

provide

Regular auctios of covered bonds were held in 2019, and at-gadr the outstanding issuance of covered bonds

fundi for t he

ng

|l ssuerdos mortgage

amounted to ISK 141 billion, increasing by ISK 34 billion during the year 2019.

| oan

Furthermore, the Issuer has in place this ISK 50,000,000,000 Debt IssuagicarPne that is listed for trading
on Nasdagq Iceland. The Issuer primarily issues commercial paper in the domestic market in ISK under the Debt
Issuance Programme. Three auctions of commercial paper were held in 2019 andrad Y€d419 the outstanding
issuance of commercial paper amounted to ISK 4 billion. Additionally, the Issuer can raise unsecured,

unsubordinated and subordinated Bonds under the Debt Issuance Programme. In December 2019, the Issuer issued
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its inaugural subordinated bonds, for ISK 5.dn under the programme in the domestic market. The bonds are
inflation-linked and with a 10NCS5 structuife

The | ssuerods equity amoend20BdincreasinglbyI8K 82Ldibion bvierlthe coarse at vy
of the year. In 2019 the Issueaig ISK 9,922 million in dividends to shareholders, in accordavitie the
approved dividend pol i cSharehoider, ShaneecapitasasdDévidend pdlieye f ur t her

Deposits are expectedtodon nue to form a significant part of the |
mi ght however, affect the | ssuero6s deposit base in
of other investment opportunities for depositors whrently hold deposits with the Issuer. To reduce the risk of

such external factors, the Issuer will continue to diversify its funding profile, subject to market conditions, by

issuing bonds in the domestic and international bond markets.

Further informabn on the funding of the Issuer is disclosed in the notes in the 2019 Financial Statements, which
is incorporated by reference to this Base Prospectus.

RISK MANAGEMENT FRAM EWORK

Risk is inherent in the Group's activities and is managed through a prdcessgoing identification,
measurement, management and monitoring, sutgettk limits and other controls. Risk identification involves
finding the origins and structures of possible risk factors in the Group's operationsmderthkings. Risk
measurerant entails measuring the identified risks for management and monitoring purposes. Finally, risk
controls and limitgoromotecompliance with rules and procedures, as well as adherence with the Group's risk
appetite.

The objective of the Grodpssk polides and procedures is to ensure that the risks in its operations are detected,
measured, monitored and effectivetyanaged. Exposure to risks is managed to ensure that it will remain within
limits and the risk appetite adopted by the Group will comply watfulatoryrequirements. In order to ensure

that fluctuations which might affect the Group's equity as well as performance are kept limited and manageable,
the Group has adopted policies regarding the risk structure of its asset portfolio which ard covwevee detail

under each risk type.

Risk policy is implemented through the risk appetite, goal setting, business strategy, internal policies and limits
that comply with the regulatory framework of the financial markets.

The Board of Directoref thelssuerhas overall responsibility for the establishment and oversight @ithep's

risk management framework and risk appetite and risk limit setting. The CEO is responsible for the effective
implementation of the framework and risk appetite througtctinporate governance structure and committees.
The CEO is a member of the Executive Board, the Risk & Finance Committee and the Credit Committee.

The Credit Committee deals with credit riskndividual credit decisions, credit limits on customers anditred

risk policy1 while the Risk & Finance Committee covers primarily market risk, liquidity risk and legal risk. The
Risk & Finance Committee monitors the Group's overall risk position, is responsible for enforcing the Group's
risk appetite and risk limitsand reviews and approves changes to risk models before they are presented to the
Board of Directors. The Executive Board serves as a forum for consultation and communication between the CEO
and the managing directors, addressing the main current isseesh division, takes decisions on operating
matters not being considered in other standing committees and approves funding for larger investment projects.
The Operational Risk Committee is a forum for discussions and decisions on operational riskndsesgew

of the effective implementation of the operational risk framework. The Project Committee selects, prioritises and

oversees the I ssuerbés bigger projects, and contribute

3710 year non call five structure (the bonds can Heemed after five years but only if early redemption is approved by FSA)
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Risk appetite defines the riskoth in terms of type and extent, which tssueris willing to taketo meet the
Issueb s busi ne.dtss daied iy canstraings seflecting the views of the Board of Directors, the CEO
andtheEx ecuti ve Board. The ewkdandmpvsedatldastdnnuallp.peti te i s rev)

The material risks which the Group is exposed to and that arise from financial instruments are credit risk, liquidity
risk, market risk and operational risk.

Credit Risk

Credit risk is mainly managed through the credit process ants¢thed s cr edi t ri sk model s
Probabil i tBDopf DebaulGLGD®N RBefda dExépfoclADe) (A These model s
used for various purposes, e.g. in prmning and management reporting.

Credit risk identification

Credit risk is defined as the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to fulfil their agreedbligations and the estimated valueptédged collateral does not cover
existing claims.

The Groupbs activities may give rise to risk at the t
the risk of loss due to the failure of entity to honour its obligations to deliveash, securities or other assets as
contractually agreed.

Credit risk is the greatest single risk faced by the Group and arises principallyi)frioans and advances to
customers (ii) investments in debsecurities (iii) commitments, guarantees and dimentary credits(iv)
counterparty credit risk in derivatives contraetsd(v) the aforementionesettlement risk.

Credit risk assessment

Credit risk is measured in three main dimensidé#3; LGD and EAD For the purpose aheasuring PD, the
Group has dveloped an internal rating system, including a number of internally developed rating models. The
objectives of the ratingystem are to provide a meaningful assessment of obligor characteristics; a meaningful
differentiation of credit quality; and accueadnd consistemfuantitative estimates of default risk, i.e. PD. Internal
ratings and associated PD are essential in the risk managematecsidnmaking process, and in the credit
approval and corporate governance functions.

The rating system has amligor rating scale which reflects exclusively quantification of the risk of obligor

default, or credit quality. The obligor ratisgale has 10 rating grades forrdre f aul t ed obl i gor s go
t o ,iwhefed 1 0 6 asthechighest ¢redit quality, andh e g risausedor defaudtedobligors. The rating

assignment is supported by rating models, which takes information such as industry classification, financial
accounts and paymenghaviour into account.

The rating asignment and approval is an integrated part of the credit approval process and assignment shall be
updated at least annualtyr whenmaterial information on the obligor or exposure becomes available, whichever
is earlier.

The credit rating models' disorinatory power gjnificantly exceeds the Basel framewadquirement of 0.5.
Furthermore, the models are well calibrated, i.ewtbighted probability of default for each rating grade is equal
to the actual default rate with respect to reasonable emits.li

LGD is measured using an internal LGD model for the purpoE€ahlculations. The internal LGD model takes
into account more types of collateral asanore sensitive to the collateralisation level than the Basel model.

AExposure at defaultis anestimate of the amount outstanding (drawn amounts plus likely future drawdowns of
yet undrawn lines) in case the borrower defalllte Group uses the standard approach for estimating economic
capital,but uses internal models for provisioning.

Credit riskmanagement
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The Grouis credi t ri sk management objective is to ensure
entails that the only riskakenare theonesthat thelssuer canindestand, measure and manage.

The Groupo6s cr edbasedoniastike monitanirey dpyethe Boatd ofiDsectors, the CEO, the Risk

& Finance Committee, the Credit Committee, the credit departments within the Risk Management Division and

the business units. The Group manages credit risk according to its riskeagpetment and credit policy

approved by the Board of Directors, as well as detailed credit policies approved by the CEO. The risk appetite

and credit policy include limits on large exposures to individual borrowers or groups of borrowers, concentration

of risk and exposure to certain industries. The CEO e
framework of regulations and guidelines. The I|Issuerd
business units execute thigk policy appropriately and the CEO is responsible for the oversight of the process as

a whole.

Incremental credit authorisation levels are defined based on size of units, types of customers and lending
experience of credit officers. The Group has atsplemented industry policies to the credit decision process.
Credit decisions exceeding autlsation levels of business units are subject to confirmabgnCredit
Management, a department within Risk Management. Credit decisions exceeding the Gngtitdflanagement

are subject to approval by tl&oup's Credit Committee. Credit decisions exceeding the limits of the Credit
Committee are subject to approval by the Board of Directors which holdigthest credit authorisation within
thelssuer

Credit risk mitigation

Mitigating risk in the credit portfolio is a key &ele
part of the creditlecision process. Securitgans with collateral is the main method of mitigating credit risk

whereas dr some loan products, collateral is required by legislation, as in the mofigagee market, or is

standard market practice.

The most important types of collateral are real estate, vessels and financial assets (shares or bonds).

The amount and type afollateral required depends on an assessment of the credit risk associated with the
counterparty. Valuation parametersandgahec e pt abi |l ity of di fferent types of
credit policy. Credit extended by the Group may be ggtwn residential ocommercial properties, land,

securities, transport vessels, fishing vessels together with thetramwierable fishing quotas, etc. The Group

also securetts loans by means of receivables, inventory and operating assets, sudhiemand equipment.

Residential mortgages involve the underlyiagidential property. Less stringent requirements are set for securing
shortterm personal loans, such as overdrafts and credit card borrowings.

The Group regularly assesses the marketevaf collateral received. The Group has developed models to estimate
the value of the most frequent typescoflateral. For collaterakithout a valuation model, the Group estimates
the value as the market value less a haitdatrcuts represent @onsevative estimate of the costs to sell in a
forced sale. Costs to sell include maintenance costs in the pleniod) which the asset is up for sale, fdes
external advisory services and any loss in value. For listed securities, haircuts are calithlareahternal model
based on variables such as protatility and marketability.

The Group monitors the market value of m#wkmarket collateral and may require additional collateral in
accordance with the underlying loagreements.

Derivative finamial instruments

In order to mitigate credit risk arising from derivatives, the Group chooses the counterparties for derivatives
trading based on stringent rules, according to which clients must meet certain conditions set by the Group. The
Group also entes i nto standard I nternation&tbDASwampasstae@md nBe
agreements with foreign counterparties and similar general netting agreements with domestic counterparties.
Commensurate collateral and margin requirements are ia fdaall derivative contracts the Group enters into.

Collateral management and monitoring is performed daily and derivative contracts with clients are fully hedged.
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The Groupds supervision system moni t orcaculdies thécrediter i vat i

equivalent value for each derivative intraday. It also issues margin calls and manages netting agreements.

Amounts due to and from the Group are offset when the Group has a legally enforceable right to set off a
recognised amount anidtends either to settle on a net basis or to realise the asset and settle the liability
simultaneously. External ratings are used where applicable to assist in managing the credit risk exposure of bonds.
Otherwisgthe Group uses fair value estimatessbds on avail able information and

Credit risk control and monitoring

The Group monitors exposure to identify signs of weakness in customer earnings and liquidity as soon as possible.
To monitor customers, the Group ussspplemental to ratingsan Early Warning System which classifies credit
exposure to four credit risk groups (green, yellow, orange and red). The colour classification is as follows:

1  Green: the customer is considered as performing without signs of repigymklems;

1  Yellow: the customer shows indication of deteriorating financial strength, which could lead to financial
difficulties;

1  Orange: the customer is or has been in financial difficulties or default; and
1 Red: the customer is in default and in legzllection and/or restructuring.

The Credit Risk department within Risk Management, together with the businesdsurésponsible for the
colour classification of the customers and transfer of customers from business units to Restructuring if necessary

Impairment process

As at 1 January 2018, ti&oup implemented the threstage expected credit loss model under IFRS 9. Allowance

is calculated as the dBonth expected credit loss or the lifetime expected credit [Bgpected credit losses
depend on wéther the credit risk has increased significantly since initial recognition. If the credit risk has not
increased significantly, the loss allowance equals the expected credit losses resulting feraritssthat are
possible within the next 12 months&§e 1). If the credit risk has increased significaritlg allowance measured
equals the lifetimexpected credit losses (Stage 2 and 3). When determining whether the credit risk on a financial
instrument has increased significantly since infeabgniton, the Group will consider reasonable and supportable
information that is relevant and available without undue cost and effort, includinguzottitative and qualitative
information.

The expected credit loss is calculated for all loans as a functiB® 0EAD and LGDandis discounted using

the effective interest ratefifIR0) and incorporates forwartboking information. The forwartboking
information reflects the expectations of the Valuation Teadthelssued s E ¢ drkaeseanth department and
involves the creation of scenarios of relevant economic variables, including an assessment of the probability for
eachscenario.

Staging and ECL estimation for individually significant loans is done manually on a quarterly basis. When
assessing individuallgignificant loansmanually, the Group considers reasonable and supportable information
that is relevant and available without undue cost and effort, includingjbatttitative and qualitative information
and anal ysis based @xperiande e exp&t aedip dssessnhent sahdo forleatdag
information. Only Stage 3 loans are manually estimated for ECL.

The Group recognises loss allowances for ECL on the following financial instruments that are not measured at
fair value through (i) po i t o RFVTRLO ash ahdibalances with CentBalnk bonds and debt instruments

loans and advances to financial instituti@msl bans and advances to customensd (ii) offbalance sheet
exposures: ihancial guarantees and underwriting commitrsenhdrawn loan commitmentand wndrawn
overdraft/credit card facilities

When measuring ECL, the Group uses a foraaoking model in compliance with IFRS 9. This requires
considerable judgemeater how changes in economic factors affect ECL. ECLatsfldne present value of cash
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shortfalls due to possible default events either ovefall@ving twelve months or over the expected lifetime of
a financial instrument, depending on credit deterioration from inception.

The Credit RiskDepartmenis responible for assessing impairment on loans and receivables and a Valuation
Team, comprised of the CEO, thwanaging directors of Finance, Risk Management, Corp&atéing and
PersonaBanking reviews and approves the assessment.

In general, all impairmentharges are loaapecific based on the aforementioned ECL models. If needed, the
Valuation Team can assess and issue additional general impairment charges.

Total allowance for impairment was ISK 15.2 billion, as at 31 December 2019, as compared to IBKidr3.1

at end of year 2018. Allowances have thus increased during 2019. The increase in allowances is mainly due to
higher level ofdefaults Allowance has increased further during 2020. The increase in allowance is mainly due to
higher ECL in stage 1 arflrelating to the effects of COVHD9 pandemic Further information can be found in

Q1 2020 interim Financial Statements, which are incorporated by reference into this Base Prospectus.

Liquidity Risk
Liquidity risk is i de mskifattorseAtcoaiaglyogrea emphiasidispet orQiguadityp 6 s K ¢

risk management within thesuer which is both reflected in the risk appetite of the Group as well as in internal
liquidity management policies and rules.

A liquidity policy for the Group isn place and is formulated by the Risk and Finance Committee. The objective
of the liquidity management policy is to ensure that sufficient liquid assets and funding capacity are available to
meet financial obligations and sustain withdrawals of confideraositive deposits in a timely manner and at a
reasonable cost, even in times of stress.

The policy aims to ensure that the Group does that by maintaining an adequate level of unencumbered, high
quality liquid assets that can be converted into cash, ieveémes of stress. The Group has also implemented

stringent stress tests that have a realistic basisiaghed s oper ating enviromsuednst t o fu
ability to withstand different and adverse scenarios of stressed operating ennitanme

The Groupds liquidity risk is managed centrally by T
This allows management to monitor and manage liquidity risk throughout the Group. The Risk & Finance
Committee moni t or s rigk,hwhile the intempad Auditl assgasas dvhether the liquidity
management process is designed properly and operating effectively.

The Group monitors intraday liquidity risk, shoerm 3Gday liquidity risk, liquidity risk for one year horizon
and riskarising from mismatches of longer term assets and liabilities.

The Groupbs liquidity management process includes:
1  projectingexpected cash flows in a maturity profile rather than relying merely on contractual maturities and
monitoring balance sheet liglify;
monitoringand managing the maturity profile of liabilities and-b#lance sheet commitments

monitoring the concentration of liquidity risk in order to avoid undue reliance on large financing
counterparties projecting cash flows arising from fuhusinessand

1  maintainingliquidity and contingency plans which outline measures to take in the event of difficulties arising
from a liquidity crisis.

The liquidity management policy is built on international standards on liquidity risk measuremenip el s

the Basel Committee odBankingSuper vi si on e. g. t hlelCRb) qandi hgt cevabhg

rat NSFRO()A and it also applies measur emenissuert hat best s
Various stresstreaste®dhawvwetbgen ocerddiciently dodel ho
liqguidity position and liquidity babancdhshseséetrtemsxte

taking SheuGmrewp operatingTleav@r ompre nd ulijnd ot iavcec owind w
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trends and expert opinion are key factors in constru
stress tests that may vary from time to ti me.

The Group compl i es wittHCeenHBe allko 29g6u6i/ dA 0t 7 IRiud weisd isteyt rbwyl es
on the liquidity requirements set forth in the CRD |
in 2017 (Regul atistlm. N@66228/17Z0t8gui ReREKRt menGmompof ol
per cent. totfadr afndr di0Odn pasloceh@®@B38s280d Reks requiren
of 100 per cent. N SAFSR  mienn t fi cornee(@g naubpoweel, 8 otchicc@ snp | i es  wi
1032/ 20149 wsretfChmydBitdikc|l udi ng t he gui dd&ISiAncedoaMab e s2t/ 20 1
practice for m@amm&d@inmgsmnl oqui dihtey giumdel ines further pr
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As at 31 @®ecember 201 1 694 7 699 1 493
As at 31 Becember 201 1 5% 5 3% 1 6%
Market Risk

Market risk is the risk that changes in market prices will adversely impact the fair value or future cash flows of
financial instruments. Market risk arises from open positions in currency, equities and interest rate products, all

of which are exposed teegeral and specific market movements and changing volatility levels in market rates and
prices, for instance in interest rates, inflation, foreign exchange rates and equity prices. The majority of the
Groupbs exposur es t hatuitiesneguty derivatiaes blorelg, fixediinsokne produtts and t o f
open currency positions.

The Board of Directors is responsible for determinin
The CEO of thdssuerappoints the Risk & Finance Committeghich is responsible for developing detailed

market risk management policies and setting market risk limits. Treasury and the Market Making department
within Markets are responsible for managing markédted positions under the supervision of the MaRisk

unit within Risk Management. The objective of market risk management is to identify, locate and monitor market

risk exposures and analyse and report to appropriate parties. Together, the risk appetite of the Group and the
market risk policies set ¢hoverall limits that govern market risk management within the Group.

Market risk monitoring and reporting is governed by the Risk & Finance Committee and implemented by the
Market Risk department.

The aim of the market risk management process is tolgudekect and correct deficiencies in compliance with
policies, processes and procedures. The Group monitors early indicators that can provide warning of an increased
risk of future losses. Market risk indicators need to be concise, reported in a tinmelgrimgive clear signals,
highlight portfolio risk concentrations and reflect
risk in addition to summarising risk concentration in different business units and asset classes, as wedl as acros
other attributes such as currencies, interest rates and counterparties. Market risks arising from trading and non
trading activities are measured, monitored and reported on a daily, weekly and monthly basis, and the detailed
limits set by the Risk & Finace Committee are monitored by Market Risk.

Interest rate risk

Interest rate risk is managed principally by monitoring interest rate gaps. Interest rate risk is managed centrally
within the Group by the Treasury of thesuerand is monitored by the Market Risk Department.

Sensitivity analysis for trading portfolios

153
























