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Endorsement and statement e
by the Board of Directors and the CEO A

The Condensed Consolidated Interim Financial Statements of Arion Bank for the period ended 30 June 2026 include the Condensed
Consolidated Interim Financial Statements of Arion Bank ("the Bank") and its subsidiaries, together referred to as "the Group".

Operations during the period

Income Statement

Net earnings amounted to ISK 8.1 billion for the second quarter and ISK 15.4 billion for the first six months of the year. Net earnings amounted
to ISK 10.3 billion for the second quarter of 2025 and ISK 18.1 billion for the first six months, with ISK 16.2 billion attributable to the shareholders
of Arion Bank. Return on equity was 15.5% for the second quarter and 14.6% for the first six months of 2026. Earnings per share were ISK 5.92
for the quarter and ISK 11.25 for the first half of 2026, compared with ISK 6.59 and ISK 11.22 in 2025. Core income, defined as net interest
income, net commission income and insurance service results (excluding opex), increased by 0.8%, compared with the second quarter of the
previous year. Net interest income increased by 7.2%, compared with the second quarter of the previous year, and the net interest margin was
3.5%, the same as in the second quarter of 2025. Net commission income decreased by 12.4% between years, with corporate and investment
banking activity lower than in recent quarters, reflecting the more transactional nature of fees. The operation of Vérdur contributed a standalone
profit of ISK 0.4 billion in the quarter, compared with ISK 0.2 billion in the second quarter of 2025. Net financial income was negative by ISK 0.1
billion and was impacted by challenging market conditions for equity holdings. Operating expenses, including operating expenses of the
insurance operation, increased by 11.3% compared with the previous year or ISK 0.9 billion, partly due to an increase in salaries and related
expenses of ISK 0.4 billion in line with a rise in the number of employees and the impact of a 3.5% rise in collective union wages effective from
January 2026. Inflation in the second quarter measured 5.2% between years. The Group had 899 full-time equivalent positions at the end of
June, which is close to the number at the end of 2025. The cost-to-income ratio in the second quarter was 37.2%, compared with 31.4% in the
same quarter of 2025, while the total cost-to-core income ratio was 40.4%, compared with 36.6% in 2025. Impairments were calculated at 19bps
for the quarter. The effective income tax rate was 28.5%, affected by a loss from equity holdings.

Balance Sheet

Arion Bank's balance sheet grew by 5.3% from year-end 2025. Loans to customers increased by 6.7%, where loans to individuals increased by
3.5% and loans to corporates by 9.6%. Deposits increased by 6.5%, primarily from individuals and SMEs with low LCR outflow weight.
Shareholders’ equity amounted to ISK 210.284 million at the end of the period. Capital distribution amounted to ISK 23.0 billion in the first half of
2026, through dividends and buy-backs of own shares.

Arion Bank's medium-term financial targets compared with the operational results for the period

Q22026 6M 2026 Arion Bank's medium-term financial targets
Return on equity attributable to o o o
shareholders of Arion Bank 15.5% 14.6% Exceed 13%
Core operating income / REA 7.9% 8.0% Exceed 7.2%
Insurance revenue growth (YoY) 5.8% 6.5% Exceed weighted average growth of competitors (3.7% in H1 2026 YoY)
Combined ratio 87.9% 94.3% Below 95%
Total cost-to-core income ratio 40.4% 40.2% Below 45%
Saﬂllrfet:’u?rzz:nigu'atory 242bps 242 bps 150-250 bps management buffer (~16.8 - 17.8%)
Dividend pay-out ratio 50% 50% Pay-out ratio of approximately 50% of net earnings attributable to shareholders
= J 0

through either dividends or buyback of the Bank's shares or a combination of both

Economic outlook

The Icelandic economy has continued to cool, reflecting the effects of a prolonged period of restrictive monetary policy. While GDP growth was
higher than expected in the first quarter, up by 2.7% year-on-year, growth was largely driven by net exports rather than domestic demand. Data
centers have played an increasingly important role in this development, with exports of data center services rising strongly, while related imports,
although still elevated, have fallen from exceptionally high levels a year ago. The export outlook has also improved as aluminium production is
recovering faster than previously anticipated. However, uncertainty surrounding tourism beyond the summer season remains, despite strong
bookings around the August solar eclipse.

Domestic demand, meanwhile, is losing momentum. The labour market has softened, with slower job creation, declining private-sector
employment and rising unemployment. Business sentiment has deteriorated, and firms have become increasingly cautious in their hiring plans.
Although household balance sheets remain generally strong, high interest rates, persistent inflation and falling real house prices are weighing on
spending decisions. Payment card turnover increased by 1.3% year-on-year in the second quarter, pointing to weaker consumption growth
ahead.

Despite clear signs of economic cooling, inflation has remained above 5% throughout the year to date and has proved more persistent than
previously expected. While the strength of the krédna has helped contain imported inflation, strong wage growth continues to generate domestic
price pressures, particularly in the service sector. The inflation outlook remains uncertain. Lower oil prices should help ease inflationary
pressures, but inflation expectations have risen and remain poorly anchored, while the review clause in current wage agreements appears
increasingly likely to be triggered later this year. While analysts remain divided on the near-term policy outlook, another rate hike in August
appears slightly more likely than not. Even so, the effects of tight monetary policy are becoming increasingly evident, particularly in the housing
market, where a growing stock of unsold homes, longer selling times and falling real prices point to weakening demand amid high financing
costs.

Arion Bank Condensed Consolidated Interim
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Endorsement and statement hd
by the Board of Directors and the CEO A

Outlook for the Group

In recent years, Arion has followed a strategy designed to drive leadership in our markets, the success of our customers and society as a whole.
This vision builds on long-term client relationships, diverse products and services and strong teamwork which form the basis for a seamless
customer experience and sustainable value creation. The Group’s performance over the past few years, which has continued into 2026,
indicates that we are on the right track.

The external operating environment continues to evolve. As before, Arion benefits from its strong capital, funding and liquidity position, diverse
revenue streams and sound infrastructure, while also retaining the flexibility to respond to the shifting operating environment.

Funding and liquidity
The Group’s liquidity position remains very strong with an LCR at the end of the quarter of 237%.

The Bank’s funding position remained strong throughout the quarter, supported by continued access to both international and domestic debt
capital markets. In May, Arion Bank successfully issued a EUR 300 million Green Senior Preferred bond with a 3.5-year maturity. In addition, the
Bank remained an active issuer in the domestic ISK market, issuing ISK 7.7 billion of covered bonds during the quarter.

Capital adequacy and dividends

Arion Bank's dividend policy states that the Bank aims to pay 50% of net earnings in dividends and that additional dividend or share buybacks
can be considered when the Bank's capital levels exceed the minimum regulatory requirements together with the Bank's management buffer. In
the medium term, the Bank aims to maintain capital adequacy ratios 150-250bps above total regulatory requirements. Arion Bank is currently
rated A3 with a stable outlook from Moody's.

In March 2026, the Bank paid a dividend of ISK 11.5 per share, ISK 15.8 billion, as authorized by the Annual General Meeting. In addition to its
authority to propose that the Bank pay dividends or other disbursements of equity, the Board is authorized to purchase up to 10% of the Bank’s
issued share capital. In Q2, the Bank carried out buybacks in the amount of ISK 2.3 billion as part of a Board and FSA-approved buyback
program up to a maximum of ISK 5 billion.

The Group's capital adequacy ratio on 30 June 2026 was 21.6% and the CET1 ratio was 17.7%. The ratios account for a deduction due to
foreseeable dividend payments that represent 50% of net earnings, and the remaining balance of the buyback program noted above. This
compares to a regulatory capital requirement of 19.7%, including the combined buffer requirement. The Bank's REA increased by ISK 43.8
billion in the second quarter of 2026, driven primarily by an increase in corporate loan portfolio. REA changes for other factors were less
material.

The Bank's MREL requirements are 19.8% of REA excluding own funds used to meet the combined buffer requirement and 6.0% of TEM. The
Bank comfortably exceeded both at the end of Q2. An MREL subordination requirement of 13.5% will apply to the Bank from Q3 2027.

Ownership of Arion Bank

Lifeyrissjédur verzlunarmanna was the largest shareholder in Arion Bank with a shareholding of 9.78% at the end of June and Arion Bank held
1.88% of its own shares. The number of shareholders was 10,743 at the end of the period, compared with 10,703 at year-end 2025. Further
information on Arion Bank's shareholders can be found in Note 37.

The Annual General Meeting (AGM) of Arion Bank, held on 11 March 2026, approved the reduction of the Bank’s share capital by ISK 40 million
nominal value, through the cancellation of the Bank’s own shares. The reduction was carried out on 14 April 2026. Thus, the share capital of
Arion Bank was reduced from ISK 1,420 million to ISK 1,380 million in April 2026. In 2025, the nominal value of Arion Bank's share capital was
reduced by ISK 93,423,078 nominal value.

Risk management

The Group faces various risks arising from its day-to-day operations as a financial institution. Managing risk is therefore a core activity within the
Group. The key to effective risk management is a process of on-going identification of significant risk, quantification of risk exposure, actions to
limit risk, and constant monitoring of risk. This process of risk management and the ability to manage and price risk factors is critical to the
Group's continuing profitability as well as ensuring that the Group's exposure to risk remains within acceptable levels. The Board of Directors is
ultimately responsible for the Bank’s risk management framework, ensuring that satisfactory risk policies and governance structures for
controlling the Bank’s risk exposure are in place. The Group’s risk management, its structure and main risk factors are described in the notes
and in the Bank’s unaudited Pillar 3 Risk Disclosures.

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026 5



Endorsement and statement %
by the Board of Directors and the CEO

Endorsement of the Board of Directors and the Chief Executive Officer

The Condensed Consolidated Interim Financial Statements of Arion Bank for the period ended 30 June 2026 have been prepared in accordance
with International Financial Reporting Standards (IFRS Accounting Standards) IAS 34 Interim Financial Reporting as adopted by the European
Union and additional requirements in the Icelandic Financial Statements Act, Financial Undertakings Act and Rules on Accounting for Credit

Institutions.
It is our opinion that the Condensed Consolidated Interim Financial Statements give a true and fair view of the financial performance and cash
flow of the Group for the period ended 30 June 2026 and its financial position as at 30 June 2026. Furthermore, in our opinion the Condensed

Consolidated Interim Financial Statements and the Endorsement of the Board of Directors and the CEO give a fair view of the development and
performance of the Group's operations and its position and describe the principal risks and uncertainties faced by the Group.

The Board of Directors and the CEO have today discussed the Condensed Consolidated Interim Financial Statements of Arion Bank for the
period ended 30 June 2026 and confirm them by means of their signatures.

Reykjavik, 29 July 2026

Board of Directors
Paul Horner, Chairman
Kristin Pétursdéttir, Vice Chairman
Gunnar Sturluson
Steinunn Kristin Thordardottir
Toémas Mar Sigurdsson

Deputy Chief Executive Officer
Ida Bra Benediktsdéttir

Arion Bank Condensed Consolidated Interim
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Review Report
on the Condensed Consolidated Interim Financial Statements

To the Board of Directors and shareholders of Arion Bank hf.

We have reviewed the accompanying Condensed Consolidated Interim Statement of Financial Position of Arion Bank hf. and its subsidiaries
(the “Group”) as of 30 June 2026 and the related Condensed Consolidated Interim Income Statement, Condensed Consolidated Interim
Statement of Comprehensive Income, Condensed Consolidated Interim Statement of Changes in Equity and Condensed Consolidated Interim
Statement of Cash Flows for the six-month period then ended, and a summary of material accounting policies and other explanatory notes.

Management’s and Board of Directors responsibility for the Condensed Consolidated Interim Financial Statements

Management and Board of Directors are responsible for the preparation and fair presentation of this Condensed Consolidated Interim Financial
Statements in accordance with IAS 34, Interim Financial Reporting, as adopted by the European Union and additional requirements in the
Icelandic Financial Statement Act, Financial Undertakings Act and Rules on Accounting for Credit Institutions and for such internal control as
Management and Board of Directors determines is necessary to enable the preparation of the Condensed Consolidated Interim Financial
Statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express a conclusion on these Condensed Consolidated Interim Financial Statements based on our review.

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying Condensed Consolidated Interim
Financial Statements does not give a true and fair view of the financial position of the Group as at 30 June 2026, and of its financial performance
and its cash flows for the six-month period then ended in accordance with IAS 34, Interim Financial Reporting, as adopted by the European
Union and additional requirements in the Icelandic Financial Statement Act, Financial Undertakings Act and Rules on Accounting for Credit
Institutions.

Confirmation of Endorsement and Statement by the Board of Directors and the CEO

Pursuant to the requirement of Paragraph 2 Article 104 of the Icelandic Act on Financial Statements No. 3/2006, we confirm to the best of our
knowledge that the accompanying Endorsement and Statement by the Board of Directors and the CEO includes all information required by the
Icelandic Act on Financial Statements that is not disclosed elsewhere in the Condensed Consolidated Interim Financial Statements.

Képavogur, 29 July 2026

Deloitte ehf.

Gunnar Thorvardarson

State Authorized Public Accountant

Signy Magnusdottir
State Authorized Public Accountant

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026 7



Consolidated Interim Income Statement

Notes 2026 2025 2026 2025
1.1.-30.6. 1.1.-30.6. 14.-30.6. 1.4.-30.6.

INEEIESE INCOME ...oeeeieeeeeee et e e e et e e e e e e e eaaaaanns 78,348 67,815 37,612 35,133

INEEIESE EXPENSE ...eeiiiiiiiiiiiii et (46,826) (41,449) (22,393) (20,933)
Net iNterest iINCOME .........cccceercceereerere ettt se e sa et ne s 8 31,522 26,366 15,219 14,200

Fee and commission income ... .. 10,010 11,022 5,143 5,566

Fee and COMMISSION EXPENSE .......cceiiiuiiiiieeiiiiiiiiee e e st e e e e e e e e s e sibeeeee e s snenees (2,147) (1,933) (1,156) (1,013)
Net fee and COMMISSION INCOME ........couceiererrcrcrerecreer e 9 7,863 9,089 3,987 4,553

INSUFANCE TEBVENUE .......evvveiiiiieeittee et e ettt e e e e e et e e e e e e e ea e e e e e renaaaaees 10,712 10,045 5,437 5,134

INSUrANCE SEIVICE EXPENSES ...couueiiiiiieiiiie ettt eitee e st e e st ee e e e eeeesbeeesbeeeseaeeens (10,123) (9,010) (4,782) (4,068)
INSUrance Service reSUILS ..........ocociiiieinerniiir e 10 589 1,035 655 1,066
Net financial INCOME .....oc.eiiiie e 11 (835) (772) (68) 179
Other 0perating iINCOME .........oiiiiiiie e 12 265 4,645 151 1,324
Other net operating iNCOME ..........ccccvciiieeeereesercee et se e sae e as (570) 3,873 83 1,503
OPErating INCOME ....coueuceeereereeereee st sessssssssesssss e s sasse e ssssesesssaeseassssssannsns 39,404 40,363 19,944 21,322
OPErating EXPENSES .. ..eeeiiieeeiiieeiiee et et e st e e s e et ee e st e e st e e s e e snbeeesnteeeaneee 13-15 (14,885) (13,298) (7,429) (6,697)
222101 1= USSR 16 (1,123) (1,029) (582) (521)
NEet IMPaIMMENT ... 17 (1,070) (231) (679) 147
Earnings before income tax ......cccccccciiiiiniineininncerre s 22,326 25,805 11,254 14,251

INCOME taX EXPENSE ..ottt e et e et e et e e eeaneeeas 18 (6,947) (7,710) (3,204) (3,984)
Net earnings from continuing operations ............ccocciiiiiiciiiinninncsseee s 15,379 18,095 8,050 10,267
Discontinued operations held for sale, net of income tax ...........c.ccoocvevienieniens 19 - (22) - (11)
NEE QAIMINGS ...vcuererercieereieerse sttt ss s e sesssss et ess e e sssaese s sbe e s sasse st ssssssessnnnnen 15,379 18,073 8,050 10,256

Attributable to
Shareholders of Arion Bank hf. .........coooiiiiiiiiiieee e 15,372 16,171 8,054 9,750
NON-CoNtrolling INEEreSt ......c.veeiiiiiie e 7 1,902 (4) 506
L= =T T T T LTSRS 15,379 18,073 8,050 10,256
Earnings per share 20

Basic earnings per share attributable to shareholders of Arion Bank (ISK) .......... 11.25 11.22 5.92 6.59
Diluted earnings per share attributable to shareholders of Arion Bank (ISK) ........ 11.25 11.14 5.92 6.53

*The six months results were reviewed by the Bank's auditor. The quarterly statements and the split between quarters were not reviewed or audited by the Bank's auditor.

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
Financial Statements 30 June 2026 8



Consolidated Interim Statement of Comprehensive Income

Net €arnings ... ————————

Net change in FV of financial assets carried at FV through OCI, net of tax

Net realized loss on financial assets carried at FV through OCI, net of tax

transferred to the income statement ..............occiiiiiiii e

Changes to reserve for financial instruments at FV thr. OCI that

is or may be reclassified subsequently to the income statement .......

Exchange difference on translating foreign subsidiaries ..............cc.cccee..

Other comprehensive income that is or may be reclassified

subsequently to the Income Statement ...........ccccceiiiimiiicinnccncc e

Total comprehensive iNCOME ........occcceieiiiiiiiiii e

Attributable to

Shareholders of Arion Bank ..........ccuueiiiiiiiiiiieiiiiiiieee e
NON-CONtrolling INTErESt .....cceviiiiieie e

Total comprehensive income

Comprehensive income per share

Basic compreh. income per share attrib. to shareholders of Arion Bank (ISK) .....

Diluted compreh. income per share attrib. to shareholders of Arion Bank (ISK) ...

pL 24
L4 |
Notes 2026 2025 2026 2025
1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
15,379 18,073 8,050 10,256
(473) 85 (95) (33)
1 (16) 51 (7) 72
(489) 136 (102) 39
3 - 4 -
(486) 136 (98) 39
14,893 18,209 7,952 10,295
14,886 16,307 7,956 9,789
7 1,902 (4) 506
14,893 18,209 7,952 10,295
20
10.89 11.32 5.84 7.89
10.89 11.23 5.84 7.83

*The six months results were reviewed by the Bank's auditor. The quarterly statements and the split between quarters were not reviewed or audited by the Bank's auditor.

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026 9
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Consolidated Interim Statement of Financial Position

Assets Notes 30.06.2026 31.12.2025
Cash and balances With Central BanK ...............o oo aaees 21 114,477 150,111
Loans to Credit INSHULIONS ..........iiiiiie et e et e e e e e e e e e e e e e e e eaeaeees 22 24,715 22,567
Loans to customers 23 1,417,655 1,329,056
Financial instruments 24-26 254,426 215,816
INVESTMENT PIrOPEITY ...coiiiiitii et e e s et e e st e e e e annnees 26 7,538 7,305
INVESIMENES IN @SSOCIALES ...coeeieeiieii ittt e e eeneee 28 788 760
Intangible assets . 29 7,345 7,533
IR G821 T= 30 2 2
Assets and disposal groups held for Sale ............ooiuiiiiiiiiii e 31 81 98
(@1 =T =TT £ TR 32 21,548 22,517
QLI LT N 1,848,575 1,755,765

Liabilities
Due to credit institutions and Central BankK ...........ccoooouuuiieiiiiiiiiiie e 25 9,329 12,003
(=Y oo 171 £ PRSPPI 25 981,322 921,182
Financial liabilities at fair VAIUE .............uuiiiiiiii e et 25 3,652 3,129
LI D L= o = PRSP 30 15,490 12,983
(O LT [F= o1 (1P PR PPRRN 33 61,846 50,736
Borrowings .... 25,34 523,261 494,823
Subordinated HabIlIHIES .........cuueiiiieie e et e e e e e e 25,35 43,321 43,518
Total LIabilities .....cceeiiiiciieiiiiiicceeei e cceee e s e e e s s e e e e s s ssmse e e e s e snnn e e e s e snn e e e e s n e nnnneeannnnnnnn 1,638,221 1,538,374

Equity
Share capital and Share PremMiUM ........c..iiiiiiiii e e e et e e e e e snneeees 38 1,354 1,383
ONEI TESEIVES ...ttt et e e e ettt e e e e et et e e e e e e et aeeeeeeeaaaaeeeeeeeesbanaans 13,722 14,382
Retained earnings 195,208 201,562
Shareholders' EQUItY ........cccciimiiiisiicissc s s 210,284 217,327
NON-CONLrOIING INEEIEST ...t 70 64
QLI = LI T T 3 210,354 217,391
Total Liabilities and EQUItY ..........cccuciiiniiinirierrer e 1,848,575 1,755,765

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions

Financial Statements 30 June 2026 10



Consolidated Interim Statement of Changes in Equity

Equity 1 January 2026 ............ccoeeviumniissnnsennnnns

Net earnings .................
Net change in fair value

Net realized profit transferred to P/L .....................

Net changes in reserves

Total comprehensive income

Transactions with owners
Dividend paid .........coeeiiiiiiiiiiiie e
Purchase of treasury shares ............cccccvveeennnne
Share option charge ....

Share option vested ...........cccccveeiiiiiiiiieee,
Share option forfeited ...........ccccceeeiiiiiiiiiiies
Share option charge - incentive scheme ............
Incentive scheme .........cccceiiiiinii e

Net changes in reserves .........ccocevveeeviiieeeeeenne

Equity 30 June 2026 ...........ccocereerrninnnneeneee

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026

Y
Restricted reserves
Debt invest-
Gain in ments at Total Non-
subs. & Gain in Capitalized fair value share- cont-

Share Share assoc., securities, develop- thr. OCl, holders' rolling Total
premium option unrealized unrealized mentcost unrealized equity interest equity

- 827 12,760 320 - 91 217,327 64 217,391
15,372 7 15,379

(473) (473) (473)
(16) (16) (16)

3 3

- - - - - (489) 14,886 7 14,893
(15,768) (15,768)
(1,356) (7,199) (7,199)
50 50 50

1,039 (229) 817 817
(75) - -

70 70 70

317 (217) 101 101
206 21 - -

- 426 12,966 341 - (398) 210,284 70 210,354

11 Amounts are in ISK millions



Consolidated Interim Statement of Changes in Equity

Restricted reserves

Debt invest-
Gain in ments at Foreign Total Non-
subs. & Gain in Capitalized fair value  currency share- cont-
Share Share Share assoc., securities, develop- thr. OCI, translation  Statutory  Retained holders' rolling Total
capital  premium option unrealized unrealized mentcost unrealized reserve reserve earnings equity interest equity
Equity 1 January 2025 ...........c.ccccvriirnnnennnnnennns 1,412 4,274 411 10,957 513 759 (328) - 1,637 186,947 206,582 504 207,086
Net  arnings .......ooevieiiiiiiee e 16,171 16,171 1,901 18,072
Net change in fair value ............ccccooieeiieenieene 85 85 85
Net realized loss transferred to P/L ...................... 51 51 51
Total comprehensive income .........cccecceeeeininnnee - - - - - - 136 - - 16,171 16,307 1,901 18,208
Transactions with owners
Dividend paid .........ccceoiiiiniiiiii e (16,114) (16,114) (16,114)
Purchase of treasury shares ...........cccoovvveeennnie (36) (5,218) (699) (5,953) (5,953)
Net changes in share options ............ccccveeeeennne 6 715 (154) 84 651 651
Share option charge - incentive scheme ............ 85 85 85
Incentive sCheme .........ccoceeiiiiiiiiccee 1 229 230 230
Net changes in reserves ..........cccccevveeeniecennenn. 1,134 (118) (61) (1,259) 304 - -
Equity 30 June 2025 ...........ccooerrerereeeeeee e 1,384 - 342 12,092 395 698 (192) - 378 186,694 201,791 2,405 204,196
Net €arnings ....c..eveveiiiiieeeee e 14,455 14,455 (20) 14,435
Net change in fair value .............cccoooeviiiininnee. 172 172 172
Net realized loss transferred to P/L ...................... 111 111 111
Net changes in reserves ...........cccoeeveeviiiieecieens 6 6 6
Total comprehensive income ........ccccccceerrnnneee - - - - - - 283 6 - 14,455 14,744 (20) 14,724
Transactions with owners
Purchase of treasury shares ..........ccccccevvveennenn. - -
Net changes in share options ............cccccceevieene 34 4 38 38
Share option charge - incentive scheme ............ 451 304 755 755
Net changes in reserves ..........ccccccevvveeeniecennenn. 669 (75) (698) 104 - -
Sale of a subsidiary ........c.ccccoevieiiiiiiiice - (2,321) (2,321)
Equity 31 December 2025 ...........ccccrieerrrienrennes 1,383 - 827 12,760 320 - 91 6 378 201,562 217,327 64 217,391

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Consolidated Interim Statement of Cash flows

2026 2025
Operating activities 1.1.-30.6. 1.1.-30.6.
[N (==Y T4 a1 o P PPP T TPPPRPRIIR 15,379 18,073

Non-cash items included iN NEt EAMMINGS ..........uviiiiiiiie et e et e e s s bbbt e e e s snbbaeeeeeenne (19,188) (20,082)

Changes in operating assets and liabilities

Loans to credit institutions, excluding bank aCCOUNTS ...........oocuiiiiiiiii e 357 -
Loans to customers (68,489) (36,450)
Financial instruments and financial liabilities at fair Value .............coooiiiiiii e (42,050) (22,405)
[T oo USSR 49,149 34,464
BOITOWINGS ...ttt oottt e oottt e oottt 4422ttt e e oo as e et e e e e e e b e et e e e et e e e e e e nnreeeeans 23,967 40,774
Other changes in operating assets and liabilities . 13,995 (7,251)
L CSY =TS A =011 V7Y N 50,750 50,893
L G2 =] 0o 1o SRS (28,936) (33,671)
[ DAY o =T o N (=Tot oY V=T PO PP PSPPSR PPPPPN 284 173
[ aTeoT 44 T=TN €= Qo= o OSSPSR (4,285) (4,621)

Net cash (used in) from operating activities (9,067) 19,897

Investing activities

Acquisition Of INVESTMENT PrOPEILY ......eiiiiiiiiiiie et e e e ettt e e e e s sttt e e e e s st et eeeeeennnneeeas (37) (43)
Proceeds from sale of INVESTMENT PrOPEILY .........oiii it e et e e s st e e e e snnraeeeeeennes - 447
Acquisition of property and EQUIPMENT ......cuiii ettt e ettt et e e e e e e s (369) (191)
Dividend and decreased share capital Of aSSOCIAtES .........c.uuiiiiiiiiiiiiiii e e e eeeees - 27
AcqUIStion Of INTANGIDIE @SSELS ......oiiiiieiiie ettt et e et e st e et e e st e et eeanee e e (310) (814)
Net cash used in iNnvesting actiVities .........ccccviiiiiiiiiicr (716) (574)

Financing activities

Dividend paid to shareholders of AfiON BaNK ..........ccooiiiiiiiiiiiiiii e st e e e e s e e e e enaneeeeeeans (15,768) (16,114)
PUIChase Of trEASUNY SEOCK .......ciuuiieiiiieiiiie ettt ettt e ettt e e et e e e st e e et e e enbeeeenbeeeneeeeanaeeennneeeannee (7,199) (5,953)
[ETS0 LYo BRI U oo o [TaP=Y (Yo I TT=T o 111 (== TR - 10,040
Settlement of subordinated liabilities ... (726) (8,769)
Proceeds from vested Share OPLIONS ...........oiiiiiiiiie ettt et e et e et e et e e st e e st e e e neeeanneeeane 817 601
Net cash used in financing activities ..o ————— (22,875) (20,195)
Net decrease in cash and Cash EQUIVAIENES ..........ccuuiiiiiiiiiie et e st e e esbee e e naaee s (32,658) 871)
Cash and cash equivalents at beginning Of the YEAI ........cccuiiiiiii e e 138,548 117,310
Effect of exchange rate changes on cash and cash equivalent .............ccoooiiiiiiii e 441 (485)
Cash and Cash @QUIVAIENES .........coiiiiiiiiiiiicier et sne e e e s ann e e s s s s nn e e e s s s nn e e e e s s s snnnaenanansnn 106,331 115,954

Cash and cash equivalents
Cash and balances With CeNtral BAnK ...............eeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 114,477 114,114
(572 1] Q= TeTeTo 1[0 TR 24,545 34,805
Mandatory reserve deposit With CeNtral BANK ............cc.ooiiiiioiiiieiie ettt e st e e ee e eesnaeeennee (32,691) (32,965)
Cash and cash @QUIVAIENLES ............cooiiiieiireiire e s e s e e s ne e e s me e e s ne e e ne e s sne e s e nn e s s nneesmneesnnnensnnnens 106,331 115,954

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Condensed Consolidated Interim Financial Statements ol

General information

Arion Bank hf., the Parent Company, was established on 18 October 2008 and is incorporated and domiciled in Iceland. The registered office
of Arion Bank hf. is located at Borgartin 19, Reykjavik. The Condensed Consolidated Interim Financial Statements for the period ended 30
June 2026 comprise the Parent Company and its subsidiaries (together referred to as "the Group").

1. Basis of preparation

The Condensed Consolidated Interim Financial Statements were approved and authorized for publication by the Board of Directors of Arion
Bank on 29 July 2026.

In preparing these Condensed Consolidated Interim Financial Statements, the Group has applied the concept of materiality to the
presentation and level of disclosure. Only essential and mandatory information is disclosed which is relevant to an understanding by the
reader of these Condensed Consolidated Interim Financial Statements.

Statement of compliance

The Condensed Consolidated Interim Financial Statements have been prepared in accordance with International Financial Reporting
Standard (IFRS Accounting Standards), IAS 34 Interim Financial Reporting, as adopted by the European Union and additional requirements
in the Icelandic Financial Statements Act, Financial Undertakings Act and Rules on Accounting for Credit Institutions. The Condensed
Consolidated Interim Financial Statements do not include all the information and disclosures required in the Annual Financial Statements,
and should be read in conjunction with Arion Bank's Annual Consolidated Financial Statements for the year ended 31 December 2025. The
Annual Consolidated Financial Statements are available on Arion Bank's website www.arionbanki.is.

The same accounting policies, presentation and methods of computation are followed in these Condensed Consolidated Interim Financial
Statements as were applied in the Consolidated Financial Statements for the year 2025.

Basis of measurement

These Condensed Consolidated Interim Financial Statements have been prepared on a historical cost basis except for the following:

- bonds and debt instruments, shares and equity instruments, short positions in listed bonds and equities, derivatives and certain loans to
customers. For details on the accounting policy, see Note 59 in the Annual Financial Statements 2025;

- investment properties are measured at fair value; and
- non-current assets and disposal groups held for sale are stated at the lower of their carrying amounts and fair value, less cost to sell.

Functional and presentation currency

These Condensed Consolidated Interim Financial Statements are presented in Icelandic krona (ISK), which is the Parent Company's
functional currency, rounded to the nearest million, unless otherwise stated. At the end of the period the exchange rate of the ISK against
USD was 125.98 and 143.81 for EUR (31.12.2025: USD 125.44 and EUR 147.28).

2. Going concern assumption

The Group's management has made an assessment of the ability to continue as a going concern and is satisfied that the Group has the
resources to continue. In making this assessment, management has taken into consideration the risk exposures facing the Group, which are
further described in the Risk Management Disclosures. The Condensed Consolidated Interim Financial Statements are prepared on a going
concern basis.

3. Changes in accounting policies

New standards, amendments to standards and interpretations have been issued but are not yet effective for the year ended 31 December
2025, and have not been applied in preparing these Consolidated Financial Statements. Relevant to the Group's reporting is IFRS 18
Presentation and disclosures in financial statements.

IFRS 18 Presentation and disclosures in financial statements replaces IAS 1, carrying forward many of the requirements in IAS 1 unchanged
and complementing them with new requirements. IFRS 18 introduces new requirements for presentation within the statement of profit or loss,
including specified totals and subtotals. Furthermore, entities are required to classify all income and expenses within the statement of profit
or loss into one of five categories: operating, investing, financing, income taxes and discontinued operations, whereof the first three are new.
The standard requires disclosure of newly defined management-defined performance measures, subtotals of income and expenses, and it
also includes new requirements for aggregation and disaggregation of financial information based on the identified ‘roles’ of the primary
financial statements (PFS) and the notes. The Group is currently working to identify all impacts the amendments will have on the primary
Consolidated Financial Statements and Notes to the Consolidated Financial Statements. The initial expected impacts on Group’s
Consolidated Financial Statements are not expected to be material. A new disclosure will be added for management-defined performance
measures as required by the standard. In addition to the adoption of IFRS 18, there are consequential amendments to several other
standards that are not expected to have material impacts on the Consolidated Financial Statements. IFRS 18, and the amendments to the
other standards, are effective for reporting periods beginning on or after 1 January 2027. IFRS 18 will apply retrospectively.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
Financial Statements 30 June 2026 15
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4. Material accounting estimates and judgements in applying accounting policies

The preparation of these Condensed Consolidated Interim Financial Statements requires management to make judgments, estimates and
assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the accompanying disclosures, as well as
the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are described below.
The Group based its assumptions and estimates on parameters available when the Condensed Consolidated Interim Financial Statement
were prepared. Existing circumstances and assumptions about future developments, however, may change due to market changes or
circumstances arising that are beyond the control of the Group. Such changes are reflected in the assumptions when they occur.

Impairment of financial assets

The book value of financial assets which fall under the impairment requirements of IFRS 9 are presented net of expected credit losses in
the statement of financial position. On a monthly basis expected credit losses for stages 1 and 2 are recalculated for each asset, the
calculations are based on probability of default (PD), loss given default (LGD) and exposure at default (EAD) models. Stage 3 calculations
are based on LGD and EAD parameters. In addition to the model outcomes, the assessment of expected credit losses is based on three
key factors: management's assumptions regarding the development of macroeconomic factors over the next five years, how those factors
affect each model and how to estimate a significant increase in credit risk. The assumptions for macroeconomic development are
incorporated into each model for three scenarios: a base case, an optimistic case, and a pessimistic case. Management estimates the
probability weight for each scenario used for calculations of the probability weighted expected credit losses. The amount of expected credit
losses to be recognized is dependent on the Bank's definition of significant increase in credit risk, which controls the impairment stage each
asset is allocated to. Management has estimated factors to measure significant increase in credit risk from origination, by comparison of
changes in PD values, annualized lifetime PD values, days past due and watch list. For further information see Note 59 in the Annual
Financial Statements 2025.

Macroeconomic outlook

The Icelandic economy continues to cool as restrictive monetary policy weighs on domestic demand. GDP growth surprised on the upside
in Q1, rising 2.7% year-on-year, but was driven mainly by net exports, supported by strong growth in data center service exports. The
labour market has softened, with slower job creation, rising unemployment, currently at 4.0%, and weaker business sentiment. Although
household finances remain relatively healthy, high interest rates, persistent inflation and falling real house prices are dampening consumer
spending. Payment card turnover increased by 1.3% year-on-year in Q2, pointing to weaker consumption growth ahead. Inflation has
remained above 5% throughout the year to date, reflecting strong wage-driven domestic price pressures despite lower imported inflation
due to a stronger kréna. Oil prices have continued to fluctuate, inflation expectations remain poorly anchored, having risen on some
measures, and the review clause in current wage agreements appears increasingly likely to be triggered later this year. Although a rate hike
in August appears slightly more likely than not, tighter policy is increasingly evident in the weakening housing market.

Impairment of intangible assets

The carrying amounts of goodwill, infrastructure and customer relationship and related agreements are reviewed annually to determine
whether there is any indication of impairment. If any such indication exists the asset's recoverable amount is estimated. An impairment loss
is recognized if the carrying amount of an asset exceeds its recoverable amount. Impairment losses are recognized in the Consolidated
Income Statement. The recoverable amount of an asset is the greater of its value in use and its fair value less cost to sell. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

Revaluation of investment properties

The Group carries its investment properties at fair value, with changes in fair value being recognized in the income statement. For
investment properties, either a valuation methodology based on present value calculations is used, as there is a lack of comparable market
data because of the nature of the properties, or the investment properties are valued by reference to transactions involving properties of a
similar nature, location and condition.

5. The Group
Shares in the main subsidiaries in which Arion Bank holds a direct interest Equity interest
Operating activity Currency  30.6.2026 31.12.2025
Arion (Financial) Advisory Services Ltd, 30-32 Fleet Street, London, UK .......... Financial service GBP 100.0% 100.0%
Eignabjarg ehf., Borgartun 19, Reykjavik, Iceland ...........cccccoiviiiiiiiniiiieceeens Holding company ISK 100.0% 100.0%
Landey ehf., Borgartun 19, Reykjavik, Iceland ...... Real estate ISK 100.0% 100.0%
Leiguskjol ehf., Sundagardar 2, Reykjavik, Iceland Rental guarantee ISK 51.0% 51.0%
Stefnir hf., Borgartun 19, Reykjavik, Iceland ............cccccovoiiiiiiieniiie e Asset management ISK 100.0% 100.0%
Voérdur tryggingar hf., Borgartun 19, Reykjavik, Iceland .............cccocvvviiiiiniinnns Insurance ISK 100.0% 100.0%

In July 2026 Landey ehf. decided to put all of the company's shares in Blikastadir ehf. up for sale. The company manages a 98-hectare plot
of land in Blikastadir, Iceland. The total assets of Blikastadir amount to ISK 7.5 billion, mainly investment property.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
Financial Statements 30 June 2026 16
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Operating segment reporting

Segment information is presented in respect of the Group's operating segments and is based on the Group's management and internal
reporting structure. The business units are segmented according to customers, products and services characteristics. Segment
performance is evaluated based on earnings before tax.

Inter segment pricing is determined on an arm's length basis. Operating segments pay and receive interest to and from Treasury on an
arm's length basis to reflect the allocation of capital, funding cost and relevant risk premium.

6. Operating segments

Markets & Stefnir

Markets & Stefnir comprise Asset Management and Capital Markets. Asset Management manages financial assets on behalf of its clients
according to a pre-determined investment strategy. Asset Management also handles the operation and development of securities and
pension funds. Asset Management comprises Institutional Asset Management, Premia Services, development and operations, research,
and sales and services. Premia Services are divided into three service streams: Premia; Premia - Private Banking; and Premia — Wealth
Management and provide customers with comprehensive and personal financial services. Capital Markets is a securities brokerage and
brokers listed securities transactions for the Bank’s international and domestic clients on all the world’s major securities exchanges.The
operation of Stefnir hf. is presented under the segment. Stefnir hf. is an independently operating financial company owned by Arion Bank
and manages a broad range of mutual funds, investment funds and institutional investor funds for investors. Markets also offer a
comprehensive selection of funds from some of the leading international fund management companies, both through the Bank and the
Bank's subsidiary Arion (Financial) Advisory Services Ltd.

Corporate & Investment Banking (CIB)

Corporate & Investment Banking provides comprehensive financial services to companies and investors with focus on meeting the needs
of each client, both in Iceland and internationally. The division is divided into Corporate Banking and Corporate Finance.

Corporate Banking's experienced account managers specialize in key economic sectors such as retail and services, seafood, energy and
real estate. The division serves companies ranging from SMEs to large cap’s and provides full range lending and insurance products,
including guarantees, deposit accounts, payment solutions, and a variety of value-added digital solutions. The Corporate portfolio
composition is diversified between sectors, customers and currencies which include international exposures, partly through syndicates with
other Icelandic or international banks.

Arion Bank's Corporate Finance works closely with Corporate Banking and provides the Bank’s clients with comprehensive financial
advisory services, with a key focus on M&A advisory, private placements, IPOs and other offerings of securities.

Retail Banking

Retail Banking provides a diverse range of financial services in 12 branches and service points across Iceland in addition to service centre
and digital solutions both in the Arion app and online banking. These services include deposits and loans, savings, payment cards,
pensions, securities and funds. In order to improve efficiency the branch network is split into four regions, and smaller branches can
therefore benefit from the strength of larger units within each region.

Treasury

Treasury is responsible for the Bank's funding, liquidity and asset-and-liability management. Treasury oversees the internal funds's transfer
pricing and manages the relationship with investors, credit rating agencies and financial institutions. Market making activities in domestic
securities and FX as well as FX brokerage sits within Treasury.

V6rdur tryggingar hf.

Vordur is a comprehensive insurance company that services both individuals and companies and focuses on simple and convenient
services. Vordur collaborates closely with Retail Banking and Corporate and Investment Banking on insurance sales and customer
services.

Supporting units

Supporting units include the Bank's headquarters which carry out support functions such as the CEO office, Risk Management, Finance
(excluding Treasury), IT and Operations & Culture. The information presented relating to the supporting units does not represent an
operating segment. A significant proportion of expenses from support functions is allocated to operating segments in a separate line in the
operating segment overview.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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6. Operating segments, continued

Subsidi- Supporting

1.1.-30.6.2026 aries excl. units
Markets Retail Stefnirand and elimi-

Income Statement and Stefnir CIB  Banking Treasury Vérdur Vérdur nations Total
Net interest income .........ccoccoeeeiiieiiecnnns 745 16,805 9,222 4,862 (73) 65 (104) 31,522
Net fee and commission income ............... 2,806 2,458 1,860 360 (109) 225 263 7,863
Insurance service results ............cccccoeuene - - - - 635 - (46) 589
Net financial income ............ccceevevenieeenns 17) 7 - (1,069) 199 72 (27) (835)
Other operating income ...........ccccceeeuvveennn. 1 2 (5) - 4 208 55 265
Operating iNCOME ........ccocervmiiensiensennnns 3,535 19,272 11,077 4,153 656 570 141 39,404
Operating eXPENSEeS ........cccceevueeerieernneenns (1,519) (1,347) (1,900) (315) 674 (294) (10,184) (14,885)
Allocated expenses ... (1,493) (2,361) (3,051) (625) (691) (33) 8,254 -
BanK [BVY ....ccueeeieiieeeeeeeeeee e (23) (449) (426) (225) - - - (1,123)
Net impairment ..........ccccooiviiviiiiiee (5) (741) (322) (1) - - (1) (1,070)
Earnings before income tax 495 14,374 5,378 2,987 639 243 (1,790) 22,326
Net seg. rev. from ext. customers ............. 551 26,533 24,829 (13,780) 527 557 187 39,404
Net seg. rev. from other segments ............ 2,984 (7,261)  (13,752) 17,933 129 13 (46) -
Operating income ..........cccoeveveevviiernneennns 3,535 19,272 11,077 4,153 656 570 141 39,404
Statement of financial position

Loans to customers ..........cccoeeeveeieieei. 10,009 743,668 662,457 - - - 1,521 1,417,655
Financial instruments ...........c.ccoooeveienns 21,450 - - 198,900 37,050 158 (3,132) 254,426
Other external assets ............cccccceeviennenne 5,951 1,294 1,945 132,649 5,124 12,939 16,592 176,494
Internal assets .........cccoeeveviiiiiiiiiiiiiins 67,858 - - 286,474 - - (354,332) -
Total S e ———— 105,268 744,962 664,402 618,023 42,174 13,097 (339,351) 1,848,575
DEPOSItS ..eveeiiiiiiiiiieiee e 95,560 429,056 450,234 11,761 - - (5,289) 981,322
Other external liabilities ............cccccccevennnes 1,485 4,341 4,043 599,400 26,904 1,504 19,222 656,899
Internal liabilities ............cccooveniniiiee - 180,234 165,134 - - 7,916 (353,284) -
Total liabilities ..........cccecvvirrieriiiiniiens 97,045 613,631 619,411 611,161 26,904 9,420 (339,351) 1,638,221
Allocated equity ..........cveeriminenrienniennens 8,223 131,331 44,991 6,862 15,270 3,677 - 210,354

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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6. Operating segments, continued
1.1.-30.6.2025

Income Statement

Net interest income .........ccccceevviiiiieinnins

Net fee and commission income
Insurance service results ............ccccceeeenne
Net financial income ........

Other operating income
Operating income ..........cccevieninsnecnsanenns
Operating eXpenses ........cccocevvveeeeeriiiveeenn.
Allocated eXpenses .........cccceeeeviiivieeeeeannnns
BanK 1eVY ...coooiiiiiiiieeeee
Net impairment ..........cccccevviiiiin i,
Earnings before income tax ...........cccc...

Net seg. rev. from ext. customers ....

Net seg. rev. from other segments ............
Operating iNCOME ........ccooecmernnnisissnnnnnnns

Statement of financial position

Loans to customers .........ccccvveeveeiiiiieeeenn.
Financial instruments ............ccccvvviiiiinnnne.
Other external assets ..........ccccveeeeeniinenens
Internal assets ........ccccceeeiiiviiiiiiiiiiiiiiiees

Total ts ....

DEPOSIES ...vvvvveiiiiiiiiiieeee e
Other external liabilities ............cccccceevinnnne
Internal liabilities ....

Total liabilities ..........ccccoeeeeiiiiiiiiccnes
Allocated equity .........ccoevuemiieriiiieiees

Subsidi- Supporting

aries excl. units

Markets Retail Stefnirand and elimi-
and Stefnir CIB  Banking Treasury Vérdur Vérdur nations Total
664 14,166 7,236 4,430 (44) (4) (82) 26,366
2,880 3,890 1,662 385 (91) 90 273 9,089
. - - - 1,094 (5) (54) 1,035
(24) 5 - (234) (508) 3 (14) (772)
1 (2) 12 2 5 4,628 (1) 4,645
3,521 18,059 8,910 4,583 456 4,712 122 40,363
(1,345) (1,159) (1,717) (288) 570 (279) (9,080) (13,298)
(1,311) (2,043) (2,866) (575) (600) (61) 7,456 -
(22) (385) (413) (209) - - - (1,029)
7 (270) 31 - - - 1 (231)
850 14,202 3,945 3,511 426 4,372 (1,501) 25,805
1,326 23,015 20,805 (9,999) 296 4,750 170 40,363
2,195 (4,956) (11,895) 14,582 160 (38) (48) -
3,521 18,059 8,910 4,583 456 4,712 122 40,363
7,425 626,462 638,029 - - - 552 1,272,468
21,811 - - 183,161 36,252 116 (3,123) 238,217
5,682 297 1,704 165,157 5,410 16,373 7,837 202,460
70,717 - - 247,020 - (317,737) -
105,635 626,759 639,733 595,338 41,662 16,489 (312,471) 1,713,145
96,001 402,601 371,007 31,550 - - (2,002) 899,157
1,568 2,113 4,535 556,170 26,141 8,973 10,293 609,793
- 106,117 210,472 - - 4,173 (320,762) -
97,569 510,831 586,014 587,720 26,141 13,146  (312,471) 1,508,950
8,066 115,928 53,719 7,618 15,521 3,343 - 204,195

Income taxes and discontinued operations held for sale are excluded from the profit and loss segment information.

Arion Bank Condensed Consolidated Interim
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Notes to the Consolidated Interim Income Statement

Quarterly statements

7. Operations by quarters, unaudited

1.1.-30.6.2026 Q1 Q2 Total
N TR C=T =T ST oo o 1= 16,303 15,219 31,522
Net fee and COMMISSION INCOMIE .........uuuuiiiiiiiiiiie et e e e et e e e e e ettt e e e e e e s eaaaeeeeeseeearaaaes 3,876 3,987 7,863
INSUFANCE SEIVICE FESUILS .....eeeiiiiiieiiie ettt et et e et e e e e e e e e e e e sneeeeneeas (66) 655 589
Net fiNANCIAI INCOME ... e e ettt e e e e et e e e e s s n bbbt e e e e e snttaeeeeeannnneeees (767) (68) (835)
Other operating income ... 114 151 265
[ T=Y = LT o T3 U o 1 - Y 19,460 19,944 39,404
(01T =g Yo = oY ET Y USRS (7,456) (7,429) (14,885)
1222 101G 1 SO P RPN (541) (582) (1,123)
NEE IMPAIMMENT ..ottt e e e e et e e e e e e bbbt e e e e s s nbb b e e e e e aannbbeeeeeennnseeeeeans (391) (679) (1,070)
Earnings before iNCoOme tax ... s 11,072 11,254 22,326
INCOME 18X EXPENSE ...eiiitiieiieie ettt ettt ettt s ettt e sttt e et e e emseeeemse e e smae e e smteeesnbeeeenteeeennneeaneeeannnen (3,743) (3,204) (6,947)
Net earnings from continuing OPerations ..........ccccceiiriirirrerrrcir e 7,329 8,050 15,379
Discontinued operations, NEt Of TAX ........uiiiiiiiiiiii e - - -

Net earnings 7,329 8,050 15,379

1.1.-30.6.2025

L g (= (=Y A [o o) ' [ SRR 12,166 14,200 26,366
Net fee and COMMISSION INCOMIE .........ouuuiiiiiiiiiee e et e e e e e et e e e e e e e eenae e e e e e eenaraaaes 4,536 4,553 9,089
INSUFANCE SEIVICE MESUILS .......oiiiiiiiiiii e (31) 1,066 1,035
Net fiNANCIAI INCOME ... ..t e e et e e e e e bt e e e e s e s bbbt e e e e e sntbeeeeeeannnneeees (951) 179 (772)
Other OpErating INCOME .......ooiiiii ettt ettt e st e st e st e e e st e e eneeeeneeesnneeennneeennee 3,321 1,324 4,645

Operating income ... 19,041 21,322 40,363

(6,601)  (6,697) (13,298)

Operating expenses ..

BANK IBVY ...ttt r e e eanas (508) (521) (1,029)
L= A0 q] o F= 14 44110 | OSSR (378) 147 (231)
Earnings before iNCoOME tax ... e 11,554 14,251 25,805
INCOME 18X EXPENSE ...eiiiiiiie ittt ettt ettt e e ettt e ettt e e sttt e s st e e aas e e enseeeen st e e smaeeesnteeeanteeeensaeeeneeeenneeeannnen (3,726) (3,984) (7,710)
Net earnings from continuing operations ...........ccccvvernernirnin i ————— 7,828 10,267 18,095
Discontinued operations, NEt OF TAX .........iiiiiiiie e 11) (11) (22)
NEt @ArNINGS ...coiieeiiie e a e 7,817 10,256 18,073

The half-year results were reviewed by the Bank's auditors. Other quarterly statements and the split between quarters were not audited or
reviewed by the Bank's auditors.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Condensed Consolidated Interim Financial Statements

8. Net interest income

1.1.-30.6.2026 Amortized Fair value Fair value
Interest income cost thr. P/L  thr. OCI Total
Cash and balances with Central Bank . 3,284 - - 3,284
Loans to credit INSIULIONS .........cooiiii e 492 - - 492
(o =T TR (Y eLU ] (o] 4 =Y =N 70,574 106 - 70,680
- 623 3,250 3,873
19 - - 19
LT =3 AT o oY 1 4 = 74,369 729 3,250 78,348
Interest expense
[T oo | OSSPSR (27,560) - - (27,560)
104010/ T L= R (16,678) (243) - (16,921)
Subordinated abilIitIES ...........ciiiiie e (2,252) 4 - (2,248)
(13- PSSP (97) - - (97)
INtErest EXPENSE .....cccueeiieiiiier e (46,587) (239) - (46,826)
Net interest iNCOME ...t 27,782 490 3,250 31,522
1.1.-30.6.2025
Interest income
Cash and balances with Central Bank ..............coooiiiiiiiiieiiiieiee e 3,330 - - 3,330
458 - - 458
60,116 31 - 60,147
- 226 3,604 3,830
50 - - 50
63,954 257 3,604 67,815
Interest expense
[ =T o011 £ USSR (25,633) - - (25,633)
1204010V L= SR (12,541) (1,351) - (13,892)
Subordinated liabilities . (1,590) (254) - (1,844)
(13T SRR (80) - - (80)
INtEreSt XPENSE ......ooueiiiicie i (39,844) (1,605) - (41,449)
Net interest iNCOME .......coooeiiiiiiieeeeeeeeeee s 24,110 (1,348) 3,604 26,366

Net interest income calculated using the effective interest rate method were ISK 78,090 million (6M 2025: ISK 66,160 million).

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Condensed Consolidated Interim Financial Statements

8. Net interest income, continued

1.4.-30.6.2026 Amortized Fair value Fair value

Interest income cost thr. P/L  thr. OCI Total
Cash and balances with Central Bank ...............ooiiiiiiiioe e 1,432 - - 1,432
Loans to credit iNStULIONS .........ooiiiiie e 278 - - 278
IO T 1T (o o1V E] (o] 0 0= = 33,697 48 - 33,745
SEBCUMHIES -.euveetie it ettt ettt e s e et et e e st e st e es e e et e eeenseeameeameeenseenseesseesneeaneeanteenseennenanenanes - 481 1,668 2,149
(13- PSSP 8 - - 8
0 =Y =3 T T o] 4 T 35,415 529 1,668 37,612

Interest expense

DIBPOSIES .ttt ettt e e e s (13,442) - - (13,442)
BOITOWINGS ..etiieeiiitte ettt e e e ettt e e e e ettt e e e s e bbb et e e e e s ansbbeeeeeeansbeeeeeeannneeeeas (7,735) (142) - (7,877)
Subordinated abilitIes ...........oiuiiiii e (1,026) - - (1,026)
(013 T= O T PP PP PPPRRPPRIN (48) - - (48)
=T =TT = o T L= (22,251) (142) - (22,393)
Net interest income 13,164 387 1,668 15,219
1.4.-30.6.2025
Interest income
Cash and balances with Central BankK ..............oooiiiiieieee e 1,465 - - 1,465
Loans to credit INSHIULIONS .........ooiiii e 184 - - 184
oL 1T (o o1V E] (0] 0 0= = 31,601 - - 31,601
SBCUIEIES .ottt ettt e e et e e e e e e et e e e e e et e e e e e et e e e e e eaeaaaaas - 8 1,849 1,857
26 - - 26
33,276 8 1,849 35,133
Interest expense
DIEPOSIES .ttt ettt n (12,823) - - (12,823)
BOITOWINGS ...ttt ettt e e e ettt e e e ettt e e e e esn bt e et e e e s ansbaeeeeeeannnneeeeeeennneeeeas (6,625) (563) - (7,188)
Subordinated abilitIes ...........ooiiiiiiii e (799) (77) - (876)
(013 T= O O PO P PSP UOPRRPPRIN (46) - - (46)
=T =TT = o 1= L= - (20,293) (640) - (20,933)
Net INtEreSt INCOME .......ciiiiiiieciiiciiee e e e s e s s s s s e e s s sssssss e e s essnssssssssessnnnsssssreessnnn 12,983 (632) 1,849 14,200

Net interest income calculated using the effective interest rate method were ISK 37,462 million during the quarter (Q2 2025: ISK 34,467
million).

Interest spread

2026 2025 2026 2025
Interest spread (the ratio of net interest income to the average carrying amount 1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
of interest bearing @SSetS) .. .....ui i it e 3.6% 3.3% 3.5% 3.5%
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Condensed Consolidated Interim Financial Statements

9. Net fee and commission income

1.1.-30.6.2026 1.1.-30.6.2025

Net Net

Income  Expense income Income  Expense income

AsSet MaNAgEMENT .........oiiiiiiiiiiiee et 2,770 (308) 2,462 2,689 (245) 2,444
Capital markets and corporate finance ... 979 17) 962 1,472 (20) 1,452
Lending and financial guarantees ............cccceveeiniiiieeeeenciiieee e 2,019 - 2,019 2,869 - 2,869
Collection and payment SErVICES ..........coovvuuieeeiiiiiiiieee e e 634 (37) 597 751 (45) 706
Cards and payment SOIULION ..........ccueviiiiiiiiiiiee e 3,238 (1,433) 1,805 2,838 (1,335) 1,503
370 (578) (208) 403 (456) (53)

- 226 226 - 168 168

10,010 (2,147) 7,863 11,022 (1,933) 9,089

1.4.-30.6.2026 1.4.-30.6.2025

Net Net
Income  Expense income Income  Expense income

Asset ManNagEMENT .........cccuiiiiiiieiie e 1,423 (172) 1,251 1,286 (107) 1,179
Capital markets and corporate finance ...........cccccoevveeenieeinieennenne 511 (7) 504 693 9) 684
Lending and financial guarantees .............cccocovvereeiiinicniinceeeeee 1,056 - 1,056 1,554 - 1,554
Collection and payment SErVIiCes ...........cccceeviereerecniiinieeiee e 315 (20) 295 393 (22) 371
Cards and payment SOIUtION .........ccoeviuiieiiiieiiee e 1,620 (748) 872 1,424 (704) 720
Other e 218 (332) (114) 216 (263) (47)
Commission expense from insurance operation ...............cccecceeeueene - 123 123 - 92 92
Net fee and cOmMmMIiSSIiON INCOME ......cceeuiiiiirieeiiiiiiierre e, 5,143 (1,156) 3,987 5,566 (1,013) 4,553

Asset management fees are earned by the Group for trust and fiduciary activities where the Group holds or invests assets on behalf of the

customers.

Fee and commission income from capital markets and corporate finance includes miscellaneous corporate finance services plus
commission from capital markets relating to sales of shares, bonds, FX and derivatives.

Fee and commission income from lending and financial guarantees is mainly related to lending activities, extension fees, advisory services
and documentation, notification and payment fees plus fees from the issuing of guarantees on behalf of customers.

Fee and commission income on collection and payment services is generated billing services, such as issuing invoices and payment

collection notices, wire transfer services and other payment services.

Commission from cards and payment solutions is mainly from the Bank's issuance of credit and debit cards and other card related

commission, e.g. yearly fee on cards and transaction fees.

Other fee and commission income is mainly fees relating to sale, custody and market making on the Icelandic stock exchange.

Commission expense from insurance operation is transferred to insurance service results in accordance with IFRS 17.

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026 23
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10. Insurance service results

2026 2025 2026 2025

1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.

Insurance revenue ... . 10,712 10,045 5,437 5,134
INCUITEA CIAIMS ...ttt ettt e e e e e e e e e neneeenene (7,648) (7,096) (3,550) (3,175)
SEIVICE EXPENSES ....ceititeiitiee ittt e et e e et e ettt e e te e e st e e e abe e e e st teeeantee e neeeeanneeeemaeeeeabeeeanbeeeanteeeans (2,212) (1,920) (1,128) (970)
INSUFANCE SEIVICE EXPENSES ...uuiieiiiieiiiie e it e atee e st e st e e e e e et e e sbeeesnteeesnteeeeanseeannneeennneenn (9,860) (9,016) (4,678) (4,145)
Net (expense) income from reinsurance contracts held ............cccocviiiiiiiiiiiiin e (263) 6 (104) 77
INSUrance ServiCe reSUILS .........ooo it r e s e e s s e nnnn e s e e e e rnnnnann 589 1,035 655 1,066

Operation results of Vérdur

Vérdur's operation resulted in a profit of ISK 408 million, with a return on equity of 6.0%, compared with a profit of ISK 197 million in 6M
2025 and a return on equity of 2.8%.

2026 2025 2026 2025
1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
INSUFANCE SEIVICE MEBSUILS ..uvuiiiiiiiiiee et e e et e e e e e et e e e e e e eabbeeaeeaees 589 1,035 655 1,066
Insurance revenue elimination and reclassification .............cccccooiiiiiiiie e 23 37 (0) (7)
Insurance service results according to the Financial Statements of Vordur .............c...oouee. 612 1,072 655 1,059
INVESTMENE FEIUIN <.ttt et e et e e e e e nnneeeenneeennne 393 (78) 230 265
Net financial Ioss from iNSUraNCe CONTaCES ..........ccoiiiiiiiiiiiiiiieie e (369) (574) (266) (237)
Total INVESTMENT FEIUIN ...t e e 24 (652) (35) 28
OtNEI INCOME ...ttt e e e et e e e e e et e e e e e s saabaaeaeeesnsaeaeesenssneeeeeeennees 4 5 2 3
Earnings before inCome tax ...t 639 425 621 1,090
[ LaTe o 44 T=TN €= PO (231) (228) (153) (251)
LAV L=T = T 313 Ve Y 408 197 468 839
Combined ratio
Combined ratio of Vérdur, including insurance revenue from the Group ............cccoceevveeiens 94.3% 89.4% 87.9% 79.4%
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Condensed Consolidated Interim Financial Statements

11. Net financial income

Net (loss) gain on financial assets and financial liabilities mandatorily measured

at fair value through the income statement ..o
Gain on prepayments Of DOMOWINGS ....c...ueiiiiiiiiiiieiiie e
Net (loss) gain on fair value hedge of interest rate Swap .........cccceeeeiiieiiiiiii e
Net realized gain (loss) on financial assets carried at fair value through OCI
Net financial loss from insurance contracts
Net foreign exchange gain

Net finaNCial INCOMEE .........eeiiiieeeee e nr e se e e e s s nnn e e e e s s nmnnnnen

Net (loss) gain on financial assets and financial liabilities mandatorily measured at fair value through the income statement

Equity instruments
Debt instruments

Net (loss) gain on financial assets and financial liabilities
mandatorily measured at fair value through the income statement .............ccccceeuuuneeees

Net (loss) gain on fair value hedge of interest rate swap

Fair value change of interest rate swaps designated as hedging instruments

Fair value change on bonds issued by the Group attributable to interest rate risk

Net (loss) gain on fair value hedge of interest rate swap .........ccccccrieiiiiieiiiicccineninicens

12. Other operating income

Fair value changes on investment Property ............cooouiiiiiiiiiiiiiee e
Realised loss on iNVeStMeNt ProPerty ............ooiiiiiiiiiiieiiiiiieie e
Net gain (loss) on assets held for sale
Share of profit (loss) of associates
Other income

Other operating iNCOME ..o

13. Operating expenses

Salaries and related expenses

Other operating expenses

Operating expenses from insurance operation

Operating expenses

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026
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2026 2025 2026 2025
1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
(693) (366) 53 346
7 1 - -
(10) (55) 51 (31)
21 (69) 10 (98)
(369) (574) (266) (237)
209 291 84 199
(835) (772) (68) 179
(1,933)  (1,465) (397) (280)
913 832 285 446
354 285 177 190
(27) (18) (12) (10)
(693) (366) 53 346
(1,062) 2,047 1,760 1,483
1,052 (2,102)  (1,709)  (1,514)
(10) (55) 51 (31)
2026 2025 2026 2025
1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
196 5,229 92 1,765
- (428) - (428)
6 2 15 )
27 (9) 35 (21)
36 (149) 9 9
265 4,645 151 1,324
2026 2025 2026 2025
1.1.-30.6. 1.1-30.6. 1.4.-30.6. 1.4.-30.6.
10,040 8,871 5,016 4,602
6,832 6,178 3,416 2,973
(1,987)  (1,751)  (1,003) (878)
14,885 13,298 7,429 6,697

Amounts are in ISK millions



Notes to the Condensed Consolidated Interim Financial Statements

14. Personnel and salaries

2026 2025 2026 2025
Number of employees 1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
Average number of full-time equivalent positions during the period ..........c.ccccoeieeriiennnenne 897 869 896 869
Full-time equivalent positions at the end of the period 899 868 899 868
Salaries and related expenses
STz 1= T L= PP UOPR TRV PTUPOPN 7,539 7,197 3,791 3,663
Incentive scheme 188 (423) 69 (104)
Share-based PayMENt EXPENSES ......ccccuuiiiiiiiiiiiiiie ettt e e e e e e s e eeeaeeaanes 79 47 43 20
Defined contribution pensSion PlanS ...........cooiiiiiiiiiiiiiiiii e 1,174 1,054 536 472
Salary-related EXPENSES ......cc.uuiiiie ittt e e e e e e e e e naraes 1,060 996 577 551
Salaries and related eXPEeNSES .........cccciiiiiiiiriiiiirr s ———— 10,040 8,871 5,016 4,602

Incentive schemes

During the first six months of 2026 the Group made a ISK 188 million provision for the incentive scheme, including salary-related expenses
(6M 2025: ISK 423 million was revised). At the period end the Group's accrual for the incentive scheme payments amounted to ISK 215
million (31.12.2025: ISK 1,678 million). The estimated cost of the deferred part of the incentive scheme from the fiscal years 2023-2025, to
be settled in 2027-2031, amounting to ISK 581 million, will be expensed on a proportional basis over the years leading up to their
settlement.

The current incentive scheme for Arion Bank hf. and Vérdur came into effect in 2021. The scheme is in compliance with the FSA’s rules on
remuneration policy for financial institutions. The scheme is divided into two parts. Firstly, employees can receive up to 10% of their fixed
salary for each fiscal year in the form of a cash payment. Secondly, a limited group can receive up to 25% of their fixed salary as a
payment in the form of shares or share options in the Bank. Of this 25%, (i) a total of 20% will be settled instantly with cash, 40% will be
settled instantly with shares subject to a 3-year lock-up period and the remaining 40% will be settled with shares or share options after 4-5
years or (ii) a total of 20% will be settled instantly with cash and the remaining 80% will be settled with share options after 4-5 years. The
key metric used to determine whether incentive scheme payments will be paid by the Bank, in part or in full, is whether the Bank’s return on
equity is higher than the weighted ROE of the Bank’s main competitors. Other supporting metrics include ROE and cost-to-income ratio vs
target, compliance, staff NPS etc. Stefnir hf. has a special incentive scheme where other criteria are used as a basis. No accrual was
recognised in the Income Statement due to the performance in 2026. Given that all criteria are expected to be met, the maximum total
expense is estimated at ISK 2.0 billion, including salary-related expenses. This comprises ISK 1.0 billion for the group subject to the 10%
fixed-salary limit and ISK 1.1 billion for the group subject to the 25% fixed-salary limit. The amount includes a deferred portion of ISK 0.4
billion, which is expensed over 4-5 years.

Share-based payment expense

Arion Bank has in place a share option plan for all employees of the Bank, Vérdur and Stefnir, approved at the Banks annual general
meeting. A total expense of ISK 79 million was recognised in the Income Statement during the period (6M 2025: ISK 47 million). Estimated
remaining expenses due the share option contracts are ISK 324 million and will be expensed over the next 5 years. For further information
on the share option program, see Note 38.

15. Other operating expenses

2026 2025 2026 2025

1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.

T EXPENSES ..ttt ettt et e e ettt e e e e e e e e e e e 2,786 2,548 1,377 1,216
ProfeSSIONal SEIVICES ......viiiiiiieeiiie ettt et s e et e e et e e enbe e e snbeeesnteeeanneeas 880 617 404 257
IMAEKEEING .t e e e e e 745 635 380 336
HOUSING EXPENSES ...ttt ettt e e et e e e e et e e e e et e e e e e s nannees 279 269 146 134
Other administration EXPENSES ........oiiiiiiiiiiee it e e seee e 1,337 1,249 703 612
Depreciation of property and eqUIPMENt ...........ooiiiiiiiiiie e 232 274 120 138
Depreciation of right of USE @SSEt .......c.eviiiiiiii e 75 79 35 40
Amortization of iNtangible aSSEts ........cccuiiiiiiiii e 498 507 251 240
Other operating @XPeNSES .........ciiiiiiiirrriiiiisere 6,832 6,178 3,416 2,973

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Condensed Consolidated Interim Financial Statements

16. Bank levy

The Bank levy is 0.145% on total debts excluding tax liabilities, in excess of ISK 50 billion. The Bank levy is assessed on Financial
Undertakings but non-financial subsidiaries are exempt from this tax.

17. Net impairment 2026 2025 2026 2025

1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
Net impairment on financial instruments and value changes on loans

Net impairment on loans to customers and financial institutions ...............ccoccoiiiiiiiiiin. (1,080) (229) (681) 147
Net impairment on other financial instruments at FVOCI ...........cccooviiiiiiiiiiiiieee e - 3) 1 (1)
Other value changes Of [0ANS .........oouiiiiiii e 10 1 1 1
Net impairment ...........oo (1,070) (231) (679) 147
Net impairment by customer type
INAIVIAUAIS ...ttt e e e (288) 318 (184) 107
(70T oY= | (=Y S PPRSPRSN (782) (549) (495) 40
Net impairment .... (1,070) (231) (679) 147
18. Income tax expense
2026 2025 2026 2025
1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.
CUITENE tAX EXPENSE ...eieiieiiiieeiiee et et ettt e ettt e e ettt e et ean e e e snteeeaneeeeeseeeenseeeanneeesnneeaneeas 6,863 6,159 3,343 3,883
Deferred tax expense ... . 84 1,551 (139) 101
L0 1T =TT = =) s 1= o =1 6,947 7,710 3,204 3,984
Reconciliation of effective tax rate 2026 2025
1.1.-30.6. 1.1.-30.6.
Earnings before iNCOME taX .........c.uiiiiiieiiie et e 22,326 25,805
Income tax using the Icelandic corporate tax rate ...........ccccooviiiiieiiiiiiie e 20.0% 4,465 20.0% 5,161
Additional 6% tax on Financial Undertakings ............ccccoiiiiiiiiiiiiieeiiiieee e 6.6% 1,484 5.1% 1,321
NON-AEAUCEIDIE EXPENSES ...ttt e e e et e e e e e nbreeeaeeanns 0.1% 12 0.1% 18
Tax XEMPL FEVENUES / IOSS ....uveiiiiiiiiiiiie ettt e e e e e e et e e e s e e e e e s e nnnnees 3.4% 766 4.0% 1,029
Non-deductible taxes (Bank [8VY) .........uvuiiieiiiiiiiie e e e 1.0% 225 0.8% 206
Tax incentives not recognized in the Income Statement ..............occciiiieiiiii i (0.0%) (4) (0.1%) (23)
Other CRANGES ..ottt ettt et e eb et e e ntee e (0.0%) (1) 0.0% (2)
Effective tax rate ... 31.1% 6,947 29.9% 7,710
Financial undertakings pay 6% additional tax on taxable profit exceeding ISK 1 billion.
Tax exempt revenues / loss consist mainly of profit / loss from equity positions.
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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19. Discontinued operations held for sale, net of income tax

2026 2025 2026 2025

1.1.-30.6. 1.1.-30.6. 1.4.-30.6. 1.4.-30.6.

Net loss from discontinued operations held for sale ............cccooiiiiiiiiiii e - (22) - 11)
Discontinued operations held for sale, net of income tax ..........cccoviiiiniiininniinicncnncens - (22) - 11)

Solbjarg ehf., a subsidiary of Eignabjarg is classified as held for sale.

20. Earnings per share

Basic earnings per share is based on net earnings attributable to the shareholders of Arion Bank and the weighted average number of
shares outstanding during the period. Diluted earnings per share is calculated by adjusting the weighted average number of outstanding
shares to assume conversion of all dilutive potential ordinary shares. Arion Bank has issued share options and share rights that have
dilutive effects.

Continued Discontinued

operations operations Net earnings

2026 2025 2026 2025 2026 2025
1.1.-30.6.
Net earnings attributable to the shareholders of Arion Bank ............ 15,372 16,193 - (22) 15,372 16,171
Total comprehensive income attributable to the shareholders ......... 14,886 16,329 - (22) 14,886 16,307
Weighted average number of outstanding shares (millions) ............ 1,367 1,441 - 1,441 1,367 1,441
Weighted average number of outstanding shares,

including options (MIllIONS) .......oouieiiiieeee e 1,367 1,452 - 1,452 1,367 1,452
Basic earnings per share (ISK) .........ccccevvmnimnnenninnisnicninnnians 11.25 11.24 - (0.02) 11.25 11.22
Diluted earnings per share (ISK) ........cccccciiiiiiieinniiiiccseeeeessees 11.25 11.15 - (0.02) 11.25 11.14
Basic comprehensive income per share (ISK) .........cccccvvuiiiunnnnes 10.89 11.34 - (0.02) 10.89 11.32
Diluted comprehensive income per share (ISK) 10.89 11.25 - (0.02) 10.89 11.23
1.4.-30.6.
Net earnings attributable to the shareholders of Arion Bank ............ 8,054 9,761 - (11) 8,054 9,750
Total compreh.income attributable to the shareholders ................... 7,952 11,693 - (11) 7,952 11,682
Weighted average number of outstanding shares (millions) ............ 1,361 1,480 - 1,480 1,361 1,480
Weighted average number of outstanding shares
including options (MIllIONS) .......ocuieiiiieeeeee e 1,361 1,492 - 1,492 1,361 1,492
Basic earnings per share (ISK) .........ccccvimnierncrninninnssnnnnnnns 5.92 6.60 - (0.01) 5.92 6.59
Diluted earnings per share (ISK) ........ccccccrvinnmiiinninnsnnssscenaens 5.92 6.54 - (0.01) 5.92 6.53
Basic comprehensive income per share (ISK) .........cccccvvuriiunnnns 5.84 7.90 - (0.01) 5.84 7.89
Diluted comprehensive income per share (ISK) .........c.cccveeviuennes 5.84 7.84 - (0.01) 5.84 7.83
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Notes to the Consolidated Interim Statement of Financial Position

21.

22,

Cash and balances with Central Bank
30.6.2026 31.12.2025

[OF=1] a1 o TN 4 =12 T SRR 2,512 2,022
[OF= 1] IV N OT=T a1 =TI = 7= T o1t 79,274 114,486
Mandatory reserve deposit with Central Bank .. 32,691 33,603
Cash and balances With Central BANK ............cciueeuiiiiiiimieeiiiiieeriesiirserrssssssseesressssssseeressnnsssss e, 114,477 150,111

The mandatory reserve deposit with the Central Bank is not available for the Group to use in its daily operations. The minimum interest-free
fixed reserve requirement of the Central Bank is 3%.

Loans to credit institutions
30.6.2026 31.12.2025

Bank accounts . 24,545 22,040
[ {3 T=T g o T T TSSOSO 170 527
Loans to credit INSTItULIONS .......c.ocoreeiiie s e s s s e s e e s a s e e e s e s nnnas s s e e e e nnnssssseesennnnnnn 24,715 22,567
23. Loans to customers Individuals Corporates Total
Gross Gross Gross

carrying Book  carrying Book carrying Book
30.6.2026 amount value amount value amount value
OVEIAFaTtS ...t 15,887 15,154 58,793 57,220 74,680 72,374
Credit cards .. 19,319 19,018 2,836 2,731 22,155 21,749
Loans to customers at fair value .............ccoeeeeiiiiiiiieeieeieeieeeeeeeee - - 2,040 1,530 2,040 1,530
MOrtgage [08NS ......ccouiiiiiiiiieii e 598,783 597,969 106,964 105,727 705,747 703,696
CoNStruCtioN 10ANS ......eviiiiiiiiieee e - - 69,679 68,208 69,679 68,208
Capital I8ASE ....ccueiiiieiie e 513 506 7,780 7,655 8,293 8,161
Oher I0BNS ... 30,894 29,932 517,020 512,005 547,914 541,937
Loans to customers 665,396 662,579 765,112 755,076 1,430,508 1,417,655
31.12.2025
OVEIAIaftS .....eeeeieiie et 15,373 14,666 53,125 50,643 68,498 65,309
Credit CArdS .....ooieieee ettt 17,558 17,301 2,561 2,478 20,119 19,779
Loans to customers at fair value ... - - 1,933 1,450 1,933 1,450
MOrtgage l08NS .......couiiiiiiiiee e 577,492 576,828 91,007 89,765 668,499 666,593
COoNSrUCHION TOANS .....eeeiiiiieeee e - - 57,705 56,224 57,705 56,224
Capital lease ... 681 674 7,174 7,046 7,855 7,720
(@] (=1 [o- 1o RS TRSTPRt 31,851 30,925 485,158 481,056 517,009 511,981
Loans to CUSTOMENS .......cccceireirierir e 642,955 640,394 698,663 688,662 1,341,618 1,329,056

The total book value of loans that were pledged against outstanding borrowings was ISK 304 billion at the end of the period (31.12.2025:
ISK 286 billion). Pledged loans comprised mortgage loans to individuals.

Further analysis of loans is provided in Risk management disclosures.

24. Financial instruments

Bonds and debt instruments
Shares and equity instruments with variable income

D=1 (L= PRSPPI

Securities used for economic hedging
Financial instruments

Arion Bank Condensed Consolidated Interim

Financial Statements 30 June 2026

29

30.6.2026 31.12.2025

204,974 170,985
25,489 21,260
7,781 8,624
16,182 14,947
254,426 215,816

Amounts are in ISK millions
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25. Financial assets and financial liabilities

30.6.2026

Fair value Fair value
Financial assets Amortized through through
Loans cost OcCl P/L Total
Cash and balances with Central BankK ..............oeiiiiiiiiee e 114,477 - - 114,477
Loans t0 credit iINSHIULIONS ........iieeeeeeeeeeee e e e e e e et e e eaaes 24,715 - - 24,715
(o= T g Eo (o Y elU ] (o] 44 =1 OSSN 1,416,125 - 1,630 1,417,655
1o T T TN 1,655,317 - 1,630 1,556,847
Bonds and debt instruments
[ (=T R O USRS PPOPPPPPPI - 165,311 39,202 204,513
Unlisted - - 461 461
Bonds and debt iNStrumMeNnts ...........cciiiiiiieeiiiiiiiiee s e s anaa e s e nnnaaaas - 165,311 39,663 204,974
Shares and equity instruments with variable income
1S3 (=T PR - - 10,655 10,655
L83 =Y SR - - 7,412 7,412
Bond funds with variable income, UNHStEd ..........couveeieiiieeeeeee e - - 7,422 7,422
Shares and equity instruments with variable income ..........ccccooiiiiiniiininnnccnen - - 25,489 25,489
Derivatives
(@ O e LT 4 V2= 1 (Y= TR - - 6,096 6,096
Derivatives used for hedge acCouNting ...........cooueiiiiiieiiiie e - - 1,685 1,685
DEIIVALIVES ...coeeeeeeiiiiiiitte et r e e s e r e s e e e s e e aaa e e e e e e nna e e e e rnn e e e e e nnnna s - - 7,781 7,781
Securities used for economic hedging
Bonds and debt instruments, listed ............ccooiiiiiiiiii e - - 6,130 6,130
Shares and equity instruments with variable income, listed ..............c.ccoooiiiiiiiiiiiicieee - - 10,052 10,052
Securities used for economic hedging ........cccceeiniiniinninnin e ———— - - 16,182 16,182
Other financial assets
Accounts receivable ..... 3,245 - - 3,245
Other financial assets 12,078 - - 12,078
Other fiNANCIAl @SSELS .......cceeeiiiiiicierie s ss e e e s s s sne e e e e s s s nnnneeeenannn 15,323 - - 15,323
LR TaE T T TR LT =TSSR 1,670,640 165,311 90,645 1,826,596
Financial liabilities
Due to credit institutions and Central Bank ... 9,329 - - 9,329
[T oo T PSSR 981,322 - - 981,322
BOITOWINGS ™ ..ottt ettt et e ettt e ettt e e ate e e e nte e et e e e neeeeenaeeeanbeeeanteeeanteeeannes 523,261 - - 523,261
Subordinated liabilities * .. 43,321 - - 43,321
Short POSItIONS 1N DONAS ...t - - 30 30
[ L V= 1 (LYY RN - - 1,942 1,942
Derivatives used for hedge accounting .. - - 1,680 1,680
Other financial labilIties ...t eeeeeeeeennnees 26,766 - - 26,766
Financial labilities ..........ccceireeireeeece et 1,583,999 - 3,652 1,587,651

* Including effect from hedge accounting derivatives.
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25. Financial assets and financial liabilities, continued

31.12.2025
Fair value Fair value

Financial assets Amortized through through

cost OClI P/L Total
Loans
Cash and balances with Central Bank ..............cooooiiiiiiiiieeiieeiee e 150,111 - - 150,111
Loans to credit INSHIULIONS .........uueiieii e e et eeaees 22,567 - - 22,567
(o =T g EoR (Y eIV ] (o] 4 L= =N 1,327,606 - 1,450 1,329,056
[T T SRR 1,500,284 - 1,450 1,501,734
Bonds and debt instruments
(1S3 (=T IO OSSP - 138,302 32,479 170,781
[0y LYo OSSO - - 204 204

Bonds and debt instruments - 138,302 32,683 170,985

Shares and equity instruments with variable income

LISTOA et - - 11,499 11,499
UNBISEEA ..ttt et e et e et e st et e et e e s - - 9,008 9,008
Bond funds with variable income, UnliSted ..............uiiiiiiiiiiiie e - - 753 753
Shares and equity instruments with variable income ............ccccoiiiiiiiiiiiccienne - - 21,260 21,260
Derivatives

OTC EIIVALIVES ... e et e e e e et e e e e e e e e e e e e e e eaes - - 5,414 5,414
Derivatives used for hedge acCouNting ...........cooueiiiiiieiiiie e - - 3,210 3,210
DEIIVALIVES ...coeeeeeeiiiiiiite et e r e s e e e s e e aaa e e e e e nnna e e e e e na e e e e e nnnnna s - - 8,624 8,624

Securities used for economic hedging

Bonds and debt instruments, lISTed ............ccoooiiiiiiiiii i - - 1,732 1,732
Shares and equity instruments with variable income, listed ............c.coooiiiiiiniiic e, - - 13,215 13,215
Securities used for economic hedging - - 14,947 14,947
Other financial assets
ACCOUNES TECEIVADIE ...t 3,465 - - 3,465
Other fiNANCIAl @SSEES .....eiiiiiiii s 13,566 - - 13,566
Other financial @SSets ... ————— 17,031 - - 17,031
FINANCIAl @SSEOLS .....ciiiiieeiiiiiiiiiie i st re s s s e e e s s s s e e e s s s ssssss e e esnnsssssssressnnsssssssesnnnn 1,517,315 138,302 78,964 1,734,581
Financial liabilities
Due to credit institutions and Central Bank 12,003 - - 12,003
DIEPOSIES .ttt b et n 921,182 - - 921,182
BOITOWINGS ™ ..ottt ettt e et e et e et e e bt e e bt e e et e e 494,823 - - 494,823
Subordinated abilities * .........cooiiiiii e 43,518 - - 43,518
[ LY V2= LAY - - 1,411 1,411
Derivatives used for hedge acCoUNtiNg ...........coiuiiiiiiiiiiie e - - 1,718 1,718
Other finaNnCial lIADIlIfIES .......ccoovieeeeiieeeee et e e e et e e e eeeen 11,792 - - 11,792
Financial liabilities ........c..ccciriiinie e 1,483,318 - 3,129 1,486,447
* Including effect from hedge accounting derivatives.
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25. Financial assets and financial liabilities, continued

Manda-

Fair value torily at
Bonds and debt instruments measured at fair value, specified by issuer through fair value
30.6.2026 OCl thr. P/L Total
Financial and iINSUrANCE GCHIVILIES ........cooiieeeeee et e e e e e e et e e e e s ee e b s eeseeenaans 1,615 10,119 11,734
[0 o] [ o Y=Y o (o ) PSPPI 163,696 25,295 188,991
(70T 0T = | LY - 4,249 4,249
Bonds and debt instruments at fair Value ..........ccceeviiiiiiiieiecccccceeeer s e 165,311 39,663 204,974
31.12.2025
Financial and iNSUrANCE ACHIVITIES ... ...vuuiiiei e e e e e e e e e et e e e e e e e e e eannas 1,434 8,667 10,101
[0 o] [ o Y=Y o (o PRSPPI 136,868 20,366 157,234
(70T 0T = | LY - 3,650 3,650
Bonds and debt instruments at fair Value ...........ccccciiieiicceeeieccccerre e 138,302 32,683 170,985

The total amount of pledged bonds was ISK 3.2 billion at the end of the period (31.12.2025: ISK 3.2 billion). Pledged bonds comprise
Icelandic Government Bonds that were pledged against funding received and included in Due to credit institutions and Central Bank as well
as short positions included in Financial liabilities at fair value.

26. Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of assets and liabilities by valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;
Level 2: valuation techniques for which all significant inputs are market observable, either directly or indirectly; and
Level 3: valuation techniques which include significant inputs that are not based on observable market data.

For assets and liabilities that are recognized at fair value on a recurring basis, the Group determines whether transfers have occurred
between Levels in the hierarchy by re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Assets and liabilities recorded at fair value by level of the fair value hierarchy

30.6.2026

Assets at fair value Level 1 Level 2 Level 3 Total
(o =T TR (X e1U 5] (o) 1 L= =N - - 1,530 1,530
Bonds and debt instruments ............ccccoeeeiiiiiiiinn. .... 200,132 4,842 - 204,974
Shares and equity instruments with variable income ............ccccooiiiiine 10,595 11,655 3,239 25,489
[ LY V= LAY - 6,096 - 6,096

Derivatives used for hedge accounting .. - 1,685 - 1,685
Securities used for conoMIC heAGING .......vviiiiiiiiiii e 16,182 - - 16,182
Investment property - 7,538 7,538
24,278 12,307 263,494

Assets at fair value

Liabilities at fair value

Short POSItioNS 1N DONAS .....coiiiiiiiie e e 30 - - 30
Derivatives .......ccoooevvieeieeiiieiiiieen - 1,942 - 1,942
Derivatives used for hedge acCoUNtiNg ...........coiuiiiiiiiiiiie e - 1,680 - 1,680
Liabilities at fair VAIUE .......cccceeeeeiiiiiiiiieciiiccissse e s s eessssa e s s e e e s sss e s e e s s s s nsss e e e ssnnnnssssnsenns 30 3,622 - 3,652
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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26. Fair value hierarchy, continued

31.12.2025

Assets at fair value Level 1 Level 2 Level 3 Total
Loans to credit INSIULIONS .........cooiiiii e - - 1,450 1,450
Bonds and debt instruments ...........cccccceeeiiiiiiiiiienl 167,250 3,732 3 170,985
Shares and equity instruments with variable iNCOMe .............cccovviiiiiiii i 11,201 6,055 4,004 21,260
[ LS V= LAY N - 5,414 - 5,414
Derivatives used for hedge accounting .. - 3,210 - 3,210
Securities used for econoMIC heAgING .......cuvviiiiiiiiiiiie e 14,947 - - 14,947
INVESTMENT PrOPEILY ..eeiiieeiiiie e et e e e st e e e e et e e e e e ennnaeeeeas - - 7,305 7,305
XY= L= 1A = 112 1 LV = 193,398 18,411 12,762 224,571

Liabilities at fair value

Derivatives ..........covvveeeviviiiiiiiiiiiinnnns - 1,411 - 1,411

Derivatives used for hedge aCcCoUNtiNg ..........cuvviiiiiiiiiiiie e - 1,718 - 1,718
Liabilities at fair VAIUE .......cccceeeeeiiiiiiiiiiiiiii s ssssnsss s e e s s saa s s e s s s s aasa s e e e s e nnnnssssssenns - 3,129 - 3,129

Transfers from Level 1 to Level 2 amounted to ISK 43 million during the period (2025: no transfers).

Fair value of assets and liabilities

The fair value of asset and liabilities is the amount at which the asset and liability could be exchanged in a current transaction between
willing parties, i.e. not during a forced sale or liquidation. The existence of published price quotations in an active market is the best
evidence of fair value and when they exist they are used by the Group to measure assets and liabilities. If quoted prices for an asset fail to
represent actual and regularly occurring transactions in active market transactions or if quoted prices are not available at all, fair value is
established by using an appropriate valuation technique.

Methods for establishing fair value

The best evidence of the fair value of an asset and liability at initial recognition is the transaction price, unless the fair value can be
evidenced by comparison with other observable current market transactions, or is based on a valuation technique whose variables include
only data from observable markets.

In some cases, the carrying value of an asset in Note 25 is used as an approximation for the fair value of the asset. This is straight forward
for cash and cash equivalents but is also used for short term investments and borrowings to highly rated counterparties, such as credit
institutions, on contracts that feature interest close to or equal to market rates and expose the Group to little or no credit risk.

Level 1: Fair value established from quoted market prices

For listed and liquid stocks and bonds, certain financial derivatives and other market traded securities, the fair value is derived directly from
quoted market prices. These instruments are disclosed under Financial instruments and Financial liabilities at fair value in the Statement of
Financial Position.

Level 2: Fair value established using valuation techniques with observable market information

For assets and liabilities, for which the market is not active, the Group applies valuation techniques to attain a fair value using as much
market information as available. Valuation techniques include using recent market transactions between knowledgeable and willing parties,
if available, reference to current fair value of another instrument that is substantially the same, discounted cash flow analysis, option pricing
models or other commonly accepted valuation techniques used by market participants to price the instrument.

For assets and liabilities for which quoted prices on active markets are not available, the fair value is derived using various valuation
techniques. This applies in particular to OTC derivatives such as options, swaps, futures and unlisted equities but also some other assets
and liabilities.

In most cases the valuation is based on theoretical financial models, such as the Black Scholes model or variations thereof. These
techniques also include forward pricing and swap models using present value calculations.

Level 2 instruments include unlisted shares, unlisted funds with underlying bonds and equity holdings (share certificates), unlisted and less
liquid listed bonds and all OTC derivatives.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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26. Fair value hierarchy, continued

Level 3: Fair value established using valuation techniques with significant unobservable market information

In some cases there is little or no market data to rely on for fair value calculations. The most common valuation technique is present value
calculations. Such calculations involve the estimation of future cash flow and the assessment of appropriate discount rate. The discount
rate should both reflect current market rates and the uncertainty in the future cash flow. In such cases internal models and methods are
used to calculate the fair value. The models may be statistical in nature, based on internal or external history of assets with similar
characteristics and/or based on internal knowledge and experience. For example, the credit margin on most loans to customers which, is
added to the current and suitable interest rate to arrive at an appropriate discount rate, is estimated using credit rating and loss parameters
in case of default that have been derived from internal models.

Equity instruments that do not have a quoted market price are evaluated using methods and guidelines from pertinent international
organizations. In most cases intrinsic value is the basis for the assessment but other factors, such as cash flow analysis, can also modify
the results.

The Group applies management valuation for determining fair value of investment properties. Management valuation is either based on
recent transactions and offers for similar assets or present value calculations which involve estimation of future cash flow and the
assessment of appropriate discount rate.

Movements in Level 3 assets measured at fair value

Investment Financial assets

30.6.2026 property Loans Bonds Shares Total
Balance at the beginning of the year ...........ccoccoiiiiiiie e 7,305 1,450 3 4,003 12,761

Net fair value Changes ...........ooooiiiiiiiiiii et 196 80 (2) (788) (514)
Additions ... 37 - - 24 61

DISPOSAIS ...ttt - - (1) - (1)
Balance at the end of the period ...........ccccuririniiinin i, 7,538 1,530 - 3,239 12,307
31.12.2025

Balance at the beginning of the year ...........cccoiiii i, 9,387 1,313 5 1,655 12,360

Net fair value Changes ..........cooiiiiiiiiee e 5,277 92 - (218) 5,151

X Lo 1113 TSR 191 45 - 2,570 2,806
DISPOSAIS ...ttt (7,550) - (2) 3) (7,555)
Balance at the end of the year ... 7,305 1,450 3 4,004 12,762

Line items where effects of Level 3 assets are recognized in the Income Statement

Investment Financial assets
30.6.2026 ProPeMty | oans  Bonds  Shares Total
Net interest iINCOME ... e - 107 - - 107
Net financial INCOME .....c...iiiiii e - (27) (2) (788) (817)
Other operating income ... . 196 - - - 196
Effects recognized in the Income Statement ...........ccccoviiiriinicnscnscncennn, 196 80 (2) (788) (514)
31.12.2025
Net interest income ... - 122 - - 122
Net financial INCOME .....cc.eiiiiie e - (30) - (218) (248)
Other operating iINCOME .........oiiiiiiiiii e 4,848 - - - 4,848
Effects recognized in the Income Statement 4,848 92 - (218) 4,722
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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26. Fair value hierarchy, continued

Carrying values and fair values of financial assets and financial liabilities not carried at fair value

30.6.2026
Financial assets not carried at fair value

Cash and balances with Central Bank .............ccccccceu.
Loans to credit institutions ............cccoeeeeiiiiiieeie,

Loans to customers ............
Other financial assets

Financial assets not carried at fair value ...................

Financial liabilities not carried at fair value

Carrying
value

.......................................................................... 114,477
.......................................................................... 24,715

. 1,416,125
15,323

Fair Unrealized

value (loss) gain
114,477 -
24,715 -
1,409,469 (6,656)
15,323 -

.......................................................................... 1,670,640

1,563,984 (6,656)

9,329 -
981,322 -
527,884  (4,623)
50,113 (6,792)
26,766 -

Due to credit institutions and Central BanK .............cooiiiiiiiiiiiii et e s 9,329
7= oo 1] £ RS PRTT 981,322
1270 o 11 T3 T 1 PP OPPPPPPRPPNE 523,261
Subordinated HaDIlHIES ...........uuiiiiiiiiiee et e e e e e e et s e e e s et et e e e e e eeeenaaans 43,321
Other fINANCIAI TADIIIEIES .......ccoeeiiieii et e et e e e e e et e e e e e e s eaaae e e e e e reeaaaas 26,766
Financial liabilities not carried at fair Value ............ciiiiiiiiieiiiiiiiiiic e sssss e sssaa s e e e eens 1,583,999

1,595,414 (11,415)

31.12.2025

Financial assets not carried at fair value

Cash and balances With Central BanK ..............cooiiiiiiiiiioi et e e e e e eeees 150,111 150,111 -

Loans to Credit INSHIULIONS ..........ue ettt e e e e e e s e e e e e e et e e e e e e enannanns 22,567 22,567 -

(e =T EoR (X eV ] (o] 4 = =P 1,327,606 1,329,204 1,598

(@) (Y=Y {Ta P=T g Tel P= 1 I= 1T Y= €N 17,031 17,031 -

Financial assets not carried at fair VAlUE .............ciiiiiiieeeiiiiiiieicii e sssssne e e e e senas e s e e s nnnnnnns 1,517,315 1,518,913 1,598

Financial liabilities not carried at fair value

Due to credit institutions and Central Bank ... 12,003 12,003 -

DT oL | USSP 921,182 921,182 -

BOITOWINGS ...ttt ettt ettt e e e ettt e e e e sttt e e e e en s bbe et e e e e nsbb e e e e e aannnseeeeeennsaseeeeeeannbbeeeeeeaannnnees 494,823 501,211 (6,388)
Subordinated liabilities .. 43,518 50,461 (6,943)
(@) (V=T (o =T aTe P= LI [E=T o] =T RTT 11,792 11,792 -

Financial liabilities not carried at fair Value .............ciiiiiiiiieiiiiiiiiiin s e ssssn s s e e s ssa s s s e e eenns 1,483,318 1,496,649 (13,331)

Loans to customers largely bear variable interest rates. Those loans, including corporate loans, are presented at book value as they
generally have a short duration and very limited interest rate risk. Loans with fixed interest rates, mainly retail mortgages, are estimated by
using the discount cash flow method with the interest rates offered on new loans, taking into account loan to value. Defaulted loans are
presented at book value as no future cash flow is expected on them. Instead they are written down according to their estimated potential

recovery value.

Derivatives
Notional Fair value

30.6.2026 value Assets Liabilities
Forward exchange rate agre@mENtS ..........c.uuiiiiiiiiiiiie e 91,503 256 705
Fair value hedge of INterest rate SWaAP ........coiiiiiiiie e eee 305,887 1,685 1,681
Interest rate and exchange rate agreemMEeNtS .........c.uuiiii it 45,319 107 901
BONd SWAP @GMEEMENTS .......eiiiiiiiiit ittt e e ettt e e e et e e e s et b et e e e st a e e e e eae 6,093 125 51
Share SWap @gIEEMENES .....cc.eiiiiiie ettt e sttt e st e e st e e et eeeeae e e e asbeeesnteeesataeeesaeeeneeeenseeeneeeanneeeennneas 16,189 5,608 284
[0 L Y= Y= N 464,992 7,781 3,622
31.12.2025

Forward exchange rate agreEmMENES ...........uiiiiiiiiiiie ettt 95,591 430 419
Fair value hedge of iNterest rate SWaP .........coi i 268,565 3,210 1,718
Interest rate and exchange rate agreEmMENtS ..........uoi i 33,616 167 204
BONA SWaAP @IEEMENES ......iiiiiie ittt ettt e ettt e et e st e e bbb e e nnn e et e e e e 1,882 70 5
Share SWap @grEEMENES .........eiiiiiii ittt ettt e e e ee et e et s bt e et e e e st e e et e e eneeeanneeennneas 18,025 4,747 783
DErIVALtIVES ....coiiii A as R R R n R 417,679 8,624 3,129
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26. Fair value hierarchy, continued

Fair value hedge of interest rate swap

The Group applies fair value hedge accounting only with respect to interest rate swaps in EUR and USD, whereby the Group pays floating
rate interest and receives fixed rate interest, with identical cash flows to the borrowings and subordinated liabilities. The interest rate swaps
are hedging the exposure of changes in the fair value of certain fixed-rate EUR and USD bonds, see Notes 34 and 35, arising from
changes in EURIBOR and SOFR benchmark interest rates.

The effectiveness of each hedge is measured regularly with linear regression. The relationship between fair value changes of an interest
rate swap on the one hand and a borrowing and subordinated liabilities on the other hand is examined.

During the first six months of 2026 the slope for the regression line was in all cases within the range of 0.94-1.06 and the coefficient of
determination was at least 0.94. During 2025, the slope of the regression line was in all cases within the range of 0.95-1.24 and the
correlation coefficient was at least 0.94. In all cases the effectiveness is within limits in 2026 and 2025.

Gain (loss)

Notional Maturity Fair value on FV
1.1.-30.6.2026 Value date Assets Liabilites ~ changes
Interest rates swaps - EUR ... 71,905 3-6 mth - 694 658
Interest rates swaps - EUR ........ccooiiiiiiiiiiiie e - - - - (151)
Interest rates sWaps - USD ......c..coeiiiiiiiiiiiie e 2,520 1-5 years 93 - (39)
Interest rates swaps - EUR ........ccooiiiiiiiiiiiieeeeee e 43,143 1-5 years 1,214 - (410)
Interest rates sWaps - USD .......c..coeiiiiiiiiiiiieeiiiieie e 15,747 1-5 years - 70 (253)
Interest rates swaps - EUR ........ccooiiiiiiiiiiic e 43,143 1-5 years - 529 (230)
Interest rates swaps - EUR .........ccccooiiiiiiiiiiiiiii e 43,143 over 5 years 292 - (136)
Interest rates swaps - EUR .........ccooiiiiiiiiiiieeee e 43,143 1-5 years - 387 (573)
Interest rates swaps - EUR ..........cccooiiiiiiiiiiiiiiee e 43,143 1-5 years 86 - 72

1,685 1,680 (1,062)

1.1.-31.12.2025

Interest rates swaps - EUR .........ccccooiiiiiiiiiiiiiiiee e - - - - 693
Interest rates swaps - EUR ... 73,640 6-12 mth - 1,395 1,387
Interest rates swaps - EUR .........ccccooiiiiiiiiiiiiiie e 44,184 3-6 mth 1,815 - (248)
Interest rates sWaps - USD .......cccooiiiiiiiiiiiiiie e 2,509 1-5 years 53 - 30
Interest rates swaps - EUR .........ccccooiiiiiiiiiiiiiiiee e 44,184 1-5 years 656 - (447)
Interest rates swWaps - USD ........cccccoiiiiiiiiiicniceee e 15,680 1-5 years 178 - 422
Interest rates swaps - EUR ..o 44,184 1-5 years 508 - (229)
Interest rates swaps - EUR ... 44,184 over 5 years - 323 (423)
3,210 1,718 1,185
Hedged borrowings and subordinated liabilities Accumulated Gain (loss)
Book fair value on FV
1.1.-30.6.2026 value Assets Liabilites changes
EUR 300 million - isSUEA 20271 = 4 YEAIS ......eeieiiiieiiiee ettt 42,797 569 - 566
EUR 500 million - issued 2021 =5 YEAIS ......cuuviiiiiaiiiiiee ettt 28,818 359 - (655)
EUR 300 million - issued 2025 = 5 YEAIS ........ceiuiiiiiieeiiie et 42,685 435 - 229
EUR 300 million - issued 2023 - 3 YEAIS ......c.uuviiiieeiiiiieee ettt e ettt e e e e e - - - 150
USD 21 million - iSSUEd 2024 - 3 YEAIS .....ceeuiiiiiiieiiiie ettt ettt 2,953 - 14 39
EUR 300 million - iSSU€d 2024 - 4 YEAIS ........euueiiiieiiiiieee ettt e e e e 44,469 - 198 408
USD 125 million - issued 2024 - Perpetual ...........cc.ueeiiiiiiiiiiiiieeeeiiiiee e iee e 15,470 470 - 250
EUR 300 million - issued 2025 - 6 YEAIS .........uuuiiiiiiiiiiiee ettt 43,450 552 - 136
EUR 300 million - isSUEd 2026 = 3 YEAIS .......eeiiiiieiiieeeiiie ettt 43,272 - 71 (71)
Hedged borrowings and subordinated liabilities ...........ccccoeoirriiiniiniee 263,914 2,385 283 1,052
1.1.-31.12.2025
EUR 300 million - issued 2020 = 4 YEAIS ........uuveeieeiiiiiieeeeeeiiiiee e s sttt e s st e e e e s ee e s e - - - (648)
USD 100 million - issued 2020 - Perpetual ...........c.coiiuiiiiiiieiiiieiiieeeee e 72,265 1,038 - (1,391)
EUR 500 million - issued 2021 =5 YEAIS .......uuviiiiiiiiiieiee ettt e s 44,731 209 - 196
EUR 300 million - isSUEA 20271 = 4 YEAIS ......eeieiiiieeiiee ettt 46,252 - 154 247
EUR 300 million - issued 2022 - 2 YEAIS ........uuueiieeeiiiiieeeeeeiiieee e sttt e e e e ee e s 2,893 - 53 (31)
EUR 300 million - isSU€d 2023 = 3 YEAIS ......eeeeiiiieaieee ettt 44,916 - 622 427
USD 21 million - iSSUE 2024 = 3 YEAIS ....ceeiiiiiiiiieeiiiiiiiee e ettt e e et e et e e e ee e e e 15,635 218 - (434)
EUR 300 million - iSSUEA 2024 = 4 YEAIS ........eeiiiieaiiee ettt 43,835 423 - 436
Hedged borrowings and subordinated liabilities ...........ccccoeviriiiiniini e 270,527 1,888 829 (1,198)
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27. Offsetting financial assets and financial liabilities

Financial assets subject to enforceable master netting arrangements and similar arrangements

Netting potential not

Assets subject to netting recognized in the
arrangements Balance Sheet Assets not
Assets Assets after  subject to Total assets
Gross assets Nettings recognized consideration enforceable recognized
before with gross on Balance Financial Collateral  of netting netting arr- on Balance
30.6.2026 nettings liabilities ~ Sheet, net liabilities received potential angements Sheet, net
Reverse repurchase agreements .............. 17,002 (10,608) 6,394 10,608 - 17,002 - 6,394
Derivatives ........cocceeiiiiiiicee 2,719 - 2,719 (160) (6,462) (3,903) 5,062 7,781
Total S Lo ————— 19,721 (10,608) 9,113 10,448 (6,462) 13,099 5,062 14,175
31.12.2025
Reverse repurchase agreements .............. 17,035 (10,789) 6,246 10,789 - 17,035 - 6,246
Derivatives ........cccceeviieiiiiice 3,739 - 3,739 (1,486) (5,602) (3,349) 4,885 8,624
Total S Lo ————— 20,774 (10,789) 9,985 9,303 (5,602) 13,686 4,885 14,870
Financial liabilities subject to enforceable master netting arrangements and similar arrangements
Netting potential not
Liabilities subject to netting recognized in the
arrangements Balance Sheet Liabilities Liabilities not Total
Gross Liabilities after  subject to liabilities
liabilities Nettings recognized consideration enforceable recognized
before  with gross on Balance Financial Collateral  of netting netting arr- on balance
30.6.2026 nettings assets  Sheet, net assets pledged potential angements  sheet, net
Repurchase agreements .............ccccevveene 16,108 (10,608) 5,500 10,608 - 16,108 - 5,500
Derivatives .......cooceeeiiiiieee e 3,688 - 3,688 (160) (3,019) 509 (66) 3,622
Total liabilities ........ccceeereeeerreeerrceereees 19,796 (10,608) 9,188 10,448 (3,019) 16,617 (66) 9,122
31.12.2025
Repurchase agreements ...............cccuveeeeen. 16,579 (10,789) 5,790 10,789 - 16,579 - 5,790
Derivatives .......oooceeeiieiiee e 2,555 - 2,555 (1,486) (1,752) (683) 574 3,129
Total liabilities ........cccecerreeerrereerrieennnes 19,134 (10,789) 8,345 9,303 (1,752) 15,896 574 8,919

Reverse repurchase agreements and repurchase agreements are recognized within the line items Financial instruments and Due to credit
institutions and Central Bank respectively.

28. Investments in associates
30.6.2026 31.12.2025

Carrying amount at the beginning of the year 760 814
Decreased Share CAPILAL ............uii ittt bt bt e ettt e e - (19)
[V Te L= g To (=TT SRR - (8)
Share of profit (loss) of associates ... 27 (27)
INVESEMENt iN @SSOCIALES ......eeiieiiieii e 788 760
The Group's interest in its principal associates
Hablzer ehf., Sudurlandsbraut 18, Reykjavik, ICEIaNd ............c.ooiiiiiiiiiie e 31.8% 31.8%
Reiknistofa bankanna hf., Dalvegur 30, Reykjavik, ICeland .............cocciiiiiiiiiiiiiii e 23.0% 23.0%
SER eignarhaldsfélag ehf., Borgartin 19, Reykjavik, ICEIaNd ...........c.oooiiiiiiiiii et 35.3% 35.3%
Glassriver ehf., Grensasvegur 7, Reykjavik, ICEIaNG ..........coiiiiiiiii e e A41.7% -
Matorka ehf., Eyrartrdd 12, Grindavik, ICEIANG ..........cccuiiiiiie et 19.5% 19.5%
In 2026 Arion Bank obtained shares in Glassriver ehf. as a result of debt restructuring of the company.
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29. Intangible assets

Arion Bank Condensed Consolidated Interim

Intangible assets comprise the following categories: Goodwill, which arises on business combinations; Infrastructure, Customer
relationships and related agreements which are identified during the acquisition of subsidiaries and related to the activities of the
businesses being acquired; and Software, which is acquired (i.e. software licenses) and cost of implementation.

Infrastructure, which is capitalized as an intangible asset, is related to the asset management operation and the insurance operation. The
business activity is based on years of developing expertise and systems, during which a valuable platform has been created for future
growth. An impairment test is performed annually.

Customer relationships and related agreements are connected to business relationships and agreements which the Bank acquired in
subsidiaries. The asset is based on the assumption that business relationships and agreements generate regular payments and earnings to
the relevant business segments. The lifetime of these agreements is based on the experience of the Group and the industry. As a result,
these agreements are assessed as having an identified useful lifetime.

Acquired software and internally developed software is capitalized on the basis of the cost of acquiring and bringing the software into
service. Expenditure on internally developed software is recognized as an asset when the Group is able to demonstrate its intention and
ability to complete the development and use the software in a manner that will generate future economic benefits, and when it can reliably
measure the costs to complete the development. The capitalized costs of internally developed software include external expenses directly
attributable to developing the software and salary and salary related expenses of implementation of core systems. Capitalized costs of
software are amortized over its useful life. Computer software licenses and internally developed software recognized as intangible assets
are amortized over their useful life, which is estimated to be 3-10 years.

Policies applied to the Group's intangible assets Goodwill Customer relationship
and infrastructure  and related agreements Software
USEIUI TIVES .o Undefined Finite 6-15 years Finite 3-10 years
and undefined
Straight-line basis over . . .
Amortization Method ............coooiiiiiiiiii e Impairment test 6-15 years and Straight-line basis
. . over 3-10 years
impairment test
Internally generated or acquired Acquired Acquired Acquired and internally
yg Zo U] 14=To [ q q generated
Customer
relationship
Infra- and related
1.1.-30.6.2026 Goodwill structure agreements  Software Total
Balance at the beginning of the year ...........ccccoiiiiiiiie e 730 2,383 367 4,053 7,533
Ve [o 1113 USSP - - - 310 310
YN 4o ] 5 17421 [ o SRR - - (30) (468) (498)
Balance at the end of the period ...........ccccoviiiiiniiiiicccc s 730 2,383 337 3,895 7,345
1.1.-31.12.2025
Balance at the beginning of the year ...........ccccoviiiiiiii i, 730 2,383 427 4,148 7,688
Ve Lo 11T 3 -SSR - - - 852 852
AMOTIZAtION L. - - (60) (947) (1,007)
Balance at the end of the year ..........cccoooirreeiccirrr e 730 2,383 367 4,053 7,533

Goodwill related to the insurance operation is recognized among assets in the operating segment Vordur and goodwill related to the
subsidiary Leiguskjol is recognized in the operating segment Other subsidiaries, see Note 6.
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30. Tax assets and tax liabilities

30.6.2026 31.12.2025
Assets Liabilities Assets Liabilities
[OFU T4 =T 0 4 ¢= ) PN - 13,161 - 10,738
DL =T C=Te IR = R 2 2,329 2 2,245
Tax assets and tax liabilities 2 15,490 2 12,983

31. Assets and disposal groups held for sale
30.6.2026 31.12.2025

Real estate and Other @SSEES ......coiiiiiiiiiie et e e sttt e e s et e e e e e s aa bt e e e e e e bt eeeeeannraee 81 98

Assets and disposal groups held for Sale ...........cccciiiiiii 81 98

Real estates and other assets classified as assets held for sale are generally the result of foreclosures on companies and individuals.

32. Other assets
30.6.2026 31.12.2025

Property and @QUIDIMENT ........ it e et e e e et e e e e et e e et e e e e e e e e e e e e e e e 3,491 3,354
RIGNE-0f-USE @SSO ... tiieitii ettt e et e e a et e e et e e e et e e em bt e e em et e e anee e e enneeeenneeeenneeeanneeeateeeenee 798 745
F X oTeTo Y0 LY FoR =Y eT=Y V2= o] = N 3,245 3,465
Unsettled SECUNTIES tratiNg .......cooiiiiiii et e et e e e ettt e e e e e r e e e e eenan e e e e e 6,704 9,174
ST T [ V= EoT Y=Y (OSSR 7,310 5,779
Other B 1eeeerrerrrr e rrrrereerereereereereeeaeeeeeaneeeeaaeeeseseeeeesreesesreeeeeeeessseeeesseesesneeeesmeessseeeiessresesstesessseesassesssssessenneren 21,548 22,517

33. Other liabilities
30.6.2026 31.12.2025

FaXeeo T T R o= o] SRS 1,368 1,496
7,802 3,041
23,632 22,435

Unsettled securities trading .

Insurance contract liabilities

L ATA (gL g oo [T g o i = OSSR 1,867 6,560
BaNK JEVY .o et e e e et e et e e bttt e e e o e e e e e e e n e e e e e e nnaneeeas 2,413 2,107
Ja el U T=To [ =Yg o T=T g T PP PPPTN 4,759 5,508
(== oX= 1o I TeTo 44T RO PSPP PPN 1,505 1,466
Impairment of Off-DAlANCE IEMS ...t e et e et e et e et e e sbe e e snbe e e sneeeennseeas 519 682
[T LT [ F=1 o 11 A PP P PO PP PP RPPPPPPPRN: 904 867
ST [V =T o 1T RSP 17,077 6,574

Other liabilities .. 61,846 50,736

Insurance contract liabilities

Liabilities for remaining COVEIAGgE ........uui ittt ettt b e e bt e e e eabe e e st e e st e e aateeeaas 4,007 3,739
(M=o TR (o N g Yol T = Yo [ = 110 TR 18,739 17,866
AN =T U a4 T=T o SO ROUPPPUPROU 886 830
INSUranNce CONLract lADIIILIES ........coiiiiieeuiiiiiiiiecci e re e e e e e s e s ssa s e e resssasss st eessanssss s eesasanssssssssennnnnssnnnrens 23,632 22,435
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34. Borrowings

Currency, original nominal value

ARION CBI 26 ISK 17,080 million .............
ARION CB EUR 500 million* ..........c...c.....
ARION CB 27 ISK 53,100 million ..............
ARION CBI 28 ISK 27,420 million ...
ARION CBI 29 ISK 27,200 million ...
ARION CBI 30 ISK 31,920 million .
ARION CB EUR 300 million* ..........c..c.......
ARION CBI 31 ISK 9,060 million ...............
ARION CBI 48 ISK 11,680 million .............

First
issued

2019
2021
2022
2024
2014
2023
2026
2025
2018

Maturity

10/2026
10/2026
10/2027
9/2028
12/2029
11/2030
2/2031
8/2031
1/2048

Maturity
type
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
Amortizing

Terms of interest

Fixed CPI linked 2.00% .................
Fixed 0.05% ......ccoevuiiiiiniiiiice
Fixed 5.50% ....c.cccvvevieniinienieeeene
Fixed CPI linked 4.25% ....
Fixed CPI linked 3.50% ....
Fixed CPI linked 2.75% ....
Fixed, 2.75 % ooeoeeiieieeeeee
Fixed CPI linked 3.65% .................
Fixed CPI linked 2.50% .................

Statutory CoOVEred DONAS .........cocciiiiiiiiiirriir e s e s n e s ne e ne e e e e nn e e nne

SEK 300 million ....c..oevvvveiiiieeiiee e
EUR 300 million* ........ccooeevviveeiiieeeieece
ARION 26 1222 Green, ISK 5,760 million ..
NOK 250 million ........ccoovuveeiiiieeiiieeeieeens
SEK 500 million Green ........ccccoocuvveeeeeennns
NOK 500 million Green .............cccccuvvenenn.
USD 21 million* .......oooviieiiiieeciee e
NOK 600 million Green ..
SEK 900 million Green ........ccccoecvveveeeannns
SEK 250 millioNn ....c.ooeeevveieiiieeeieeeeee e
NOK 350 million ......c.ccovvvveeiiiieeciieeciiees
USD 27 mMillioN ....ccveeeeeeeeeeeecec e
EUR 300 million * ......ccovviviiieiiieeciee e
ARION 28 1512, ISK 16,920 million ..........
NOK 550 million Green
SEK 650 million Green .............ccccvveeeeeennns
EUR 300 million * ......ccovviviiieiiieeciee e
EUR 300 million * .......ccooeevvieeiieeeieeee
EUR 300 million Green * .........ccccceeeevennnne
NOK 300 million Green ..............cccecuvvennnn.
SEK 200 million Green ....

2023
2023
2021
2017
2024
2024
2024
2025
2025
2025
2025
2025
2024
2023
2026
2026
2026
2025
2025
2026
2026

3/2026
5/2026
12/2026
4/2027
10/2027
10/2027
12/2027
12/2027
12/2027
1/2028
1/2028
7/2028
11/2028
12/2028
1/2029
1/2029
11/2029
5/2030
9/2031
1/2031
1/2031

At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity
At maturity

Floating STIBOR 3M +3.00% ........
Fixed 7.25% ...cooevvveiiiieeeeeeiieeen
Fixed 4.70% .....ooovveniinienieneeeiene
Fixed 3.40%
Floating STIBOR 3M +1.20% ........
Floating NIBOR 3M +1.20% ..........
Fixed 6.25% ...c.ooovvenieeniiiiienieeiene
Floating NIBOR 3M +1.17% ...
Floating STIBOR 3M +1.20%
Floating STIBOR 3M +1.13% ........
Floating NIBOR 3M +1.11% ..........
Fixed 5.00%
Fixed 4.625% ....cccevveereeniiiiieniens
Fixed CPI linked 4.35% .................
Floating, Nibor 3M + 0.80% ...........
Floating, Stibor 3M + 0.83% ..........
Fixed 3.625% ...cccceveereeniiiiieniiens
Fixed 3.625% .....ccovvveeeeeeiiieeeean,
Fixed 3.50% ....cooovverieeniiinienieeienns
Floating, Nibor 3M + 1.05%
Floating, Stibor 3M + 1.07% ...

S T=T T oY T LT =Yoo Yo 4 o £ PPN

L= o 4T T

30.6.2026 31.12.2025

13,540 20,094
28,818 72,265
26,298 26,083
24205 23,286
42,937 41,370
34,871 33,421
42,797 -
27,053 8,299
13,027 12,732
253,546 237,550
- 4,091

- 46,252

5,551 5,417
3,198 3,182
6,532 6,840
6,431 6,288
2,953 2,893
7,649 7,479
11,689 12,248
3,264 3,418
4,498 4,397
3,114 3,015
44,469 44,916
19,004 18,271
7,047 -
8,463 -
43,272 -
42,685 44,731
43,450 43,835
3,843 -
2,603 -
269,715 257,273
523261 494,823

* The Group applies fair value hedge accounting to these bond issuances and uses certain foreign currency denominated interest rate swaps as hedging
instruments, see Note 26. The interest rate swaps are hedging the Group’s exposure to fair value changes of these fixed-rate bonds in EUR and USD arising from

changes in interest rates.

The book value of listed bonds was ISK 523 billion at the end of the period (31.12.2025: ISK 495 billion). The market value of those bonds
was ISK 528 billion (31.12.2025: ISK 501 billion). The Group repurchased own debts amounting to ISK 50 billion during the period with a net
gain of ISK 7 million recognized in the Income Statement (H1 2025: ISK 1 million gain).
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35. Subordinated liabilities

Currency, original nominal value

EUR 5 million ......cocovvviviiiieeiiiiieee e
ARION T2l ISK 33 9,860 million ...
ARION T2 33 ISK 2,240 million .................

SEK 225 million ........cccccoviiiiiiiiiiiiiiis
ARION T2I 36 ISK 10,040 million ..............

ARION AT1 USD 125 million * ..................
Additional Tier 1 subordinated liabilities

First call 30.6.2026 31.12.2025
Issued Maturity date Terms of interest
2019 1/2026 6 Mar'26 Fixed 3.24% ..cccceovevvieieeeiiieen, - 753
2022 12/2033 15 Dec '28 Fixed CPI linked 4.95% ... 12,072 11,613
2022 12/2033 15 Dec '28 Fixed 9.25% .....ccovevvveeeeeiiiieennn, 2,249 2,249
2024 11/2034 20 Nov 29 Floating 3 mth STIBOR +2.65% .... 2,936 3,078
2025 12/2036 2 Dec '31 Fixed CPI linked 5.00% ................. 10,594 10,190
Tier 2 subordinated liabilities ... e s e e e e e s s nas e e s s e e nnns s s e e e e s nnnnsnnaeerennn 27,851 27,883
2024 Perpetual 24 Mar '30 Fixed 8.125% ......cevevvvviviieeeeiiiinnns 15,470 15,635
............................................................................................................... 15,470 15,635
BT 0T o YoT o [T P 1 2= I L= 11 11 == 43,321 43,518

* The Group applies fair value hedge accounting to these bond issuances and uses certain foreign currency denominated interest rate swaps as hedging

instruments, see Note 26.

Additional Tier 1 and Tier 2 subordinated liabilities are eligible as regulatory capital under the Icelandic Financial Undertakings Act No.

161/2002.

36. Liabilities arising from financial activities

1.1.-30.6.2026

Covered bonds in ISK - CPI liNKed..........ccceeeiiiiiiiieeiieeee e
Covered bonds in ISK.......cooiiiiee e
Covered bonds iN FX....oouiiiiieiie e
Senior unsecured bonds iN FX........ooiiiiiiiieiieeeee e
Senior unsecured bonds iN ISK..........ccoooiiiiiiii e
Senior unsecured bonds in ISK - CPI linked
Subordinated bond T2 in ISK - CPI linked..........ccoooiiiiiiiiiiieeieee

Subordinated bond T2 ISK

Subordinated bond T2 FX........cooiiiiiiiiiii e
Subordinated bond AT1 FX...o.oiiiiiiiiieieee e
Liabilities arising from financial activities

1.1.-31.12.2025

Covered bonds in ISK - CPI linKed..........ccceviiiiiiiiiiiieceiee e
Covered bonds in ISK ..o
Covered bonds iN FX....oouiiiiiiiiiiieeee e
Senior unsecured bonds iN FX........oooiiiiiiiiiiiicee e
Senior unsecured bonds iN ISK..........ccoooiiiiiiii e
Senior unsecured bonds in ISK - CPI linked
Subordinated bond T2 in ISK - CPI linked..........ccocoeiiiiiiiiiiiiieene
Subordinated bond T2 ISK..........coouiiiiiiiiiiee e
Subordinated bond T2 FX......cocciiiiiiiiiiieeee e
Subordinated bond AT1 FX...oooouiiiiiiiiiiieeeeee e
Liabilities arising from financial activities

Net Non-cash changes

cash  Interest  Foreign Effect At period
At 1 Jan. flows expenses exchange from hedge end
139,202 8,301 8,130 - - 155,633
26,083 (730) 945 - - 26,298
72,265 (41) 1,260 (1,893) 24 71,615
233,585 12,629 5,284 (5,369) (969) 245,160
5,417 (137) 148 - 123 5,551
18,271 (421) 1,154 - - 19,004
21,803 (561) 1,424 - - 22,666
2,249 (105) 105 - - 2,249
3,831 (819) 77 (153) - 2,936
15,635 (646) 642 69 (230) 15,470
538,341 17,470 19,169 (7,346) (1,052) 566,582
153,965 (24,357) 9,594 - - 139,202
25,652 (1,458) 1,889 - - 26,083
68,775 (1,555) 1,958 1,648 1,439 72,265
166,795 53,098 9,843 4,552 (703) 233,585
5,411 (285) 291 - - 5,417
12,580 4,237 1,454 - - 18,271
17,802 2,556 1,445 - - 21,803
(1,116) 212 - - 2,249

(174) 171 255 - 3,831

(4,832) 1,684 (1,683) 462 15,635

26,114 28,541 4,772 1,198 538,341

The net cash flow presented above comprise cash flows presented within both operating and financing activities in the statement of cash
flows. Accordingly, these amounts should not be expected to reconcile directly to a single line item in the statement of cash flows.
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37. Pledged assets
30.6.2026 31.12.2025
Pledged assets against liabilities

Assets, pledged as collateral against DOITOWINGS .........oiiiiiiiiiiiei e e e 436,452 359,645
Assets pledged as a collateral against loans from banks and other financial liabilities .............cccccoiiiiiiininnne 6,254 5,049
Pledged assets against liabilities ..o —————— 442,706 364,694
Thereof pledged assets against issued covered bonds held by the Bank ...........cccccoviiiiiiiiiiieine e (144,012)  (85,549)
Assets against repoed ISSUEA DONAS ........ocuiiiiiiiiiii e e e 15,597 15,727
Pledged assets against liabilities on balance ... ——— 314,291 294,872

The Group has pledged assets against due to credit institutions and borrowings, both issued covered bonds and other issued bonds and
loan agreements under Icelandic law. Pledged loans comprised mortgage loans to individuals. The book value of those liabilities were ISK
254 billion at period end (31.12.2025: ISK 238 billion).

The Group has pledged bonds against short term lending from the Central Bank of Iceland and against short positions, related to swap
agreements, to hedge market risk of those assets to ensure the clearing of the Icelandic payment system. Moreover, it has pledged cash in
foreign banks and financial institutions, mainly as collateral for trades under ISDA agreements to hedge market risk.

The Group has issued covered bonds amounting to ISK 112 billion that can be used for repo borrowings at the Central Bank of Iceland, the
European Central Bank or sold if market conditions are favorable (31.12.2025: ISK 61 billion). Pledged assets against those covered bonds
are ISK 128 billion (31.12.2025: ISK 70 billion).

38. Equity

Share capital and share premium

According to the Bank's Articles of Association, total share capital amounts to ISK 1,380 million, with par value of ISK 1 per share. The
holders of ordinary shares are entitled to receive dividends as approved by the AGM and are entitled to one vote per share at shareholders'

meetings.

Share Own Share 2026 Share Own Share 2025

capital shares  premium total capital shares  premium total
Balance at the beginning of the year ......... 1,420 (36) - 1,383 1,513 (101) 4,273 5,686
Share capital reduction ....................... (40) 40 - - (93) 93 - -
Purchase of treasury shares - (37) (1,356) (1,393) - (36) (5,218) (5,254)
Share option vested .. - 7 1,039 1,046 - 6 715 721
Incentive scheme .........ccccoviiiiiiiiiniiencn, - 1 317 318 - 1 229 230
Balance at the end of the period ............ 1,380 (24) - 1,354 1,420 (36) - 1,383
Own shares / issued share capital ............. 1.88% 2.59%

The AGM of Arion Bank, held on 11 March 2026, approved to reduce the Bank’s share capital by ISK 40 million nominal value, by
cancelling the Bank’s own shares. Thus, the share capital of Arion Bank was reduced from ISK 1,420 million to ISK 1,380 million in April
2026. In 2025 the nominal value of Arion Bank's share capital was reduced by ISK 93 million nominal value.

In accordance with the Bank's dividend policy Arion Bank has in place a regular buyback program. In January and May 2026, the FSA
granted the Bank the authorization to buy back own shares in Iceland and Sweden amounting on each occasion to up to ISK 5.0 billion, or a
total of ISK 10.0 billion. At the end of June, approximately 2.7 million shares of the authorized buyback program remained. The program will
end no later than 31 December 2026. In 2025, the FSA authorized the Bank to initiate share buyback programs in Iceland and Sweden
amounting to up to a total of 19.9 million shares or up to ISK 3.0 billion.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
Financial Statements 30 June 2026 42



Notes to the Condensed Consolidated Interim Financial Statements

38. Equity, continued

Share options

Arion Bank has in place a share option plan for all employees of the Bank, Voérdur and Stefnir, approved at the Banks AGM, under which
employees may be granted options to purchase ordinary shares. The annual maximum purchase price for each employee is ISK 1.5 million,
in line with Article 10 of the Income Tax Act no. 90/2003, at an exercise price determined by the Bank’s average share price 10 days prior
to issue date. The employee must remain continuously employed with Arion Bank until the expiring date. The options carry neither rights to
dividends nor voting rights and are valued using the Black-Scholes pricing model.

In accordance with the current incentive scheme for Arion Bank hf. and Vérdur, a limited group of employees can receive payments of up to
25% of the employees fixed salaries, of which 40% or 80% can be in the form of share options in the Bank. The share options are settled 4-
5 years after granting. See Note 14 for further disclosures on the incentive scheme.

The following share option contracts are in existence at period end. Number Exercise

of shares  Exercise price

(in ths.) year (ISK)
Issued in 2024 - deferred remuneration contingent on specific conditions ...........ccccccvveiiiiiiiiiiee i, 1,281 2028-29 *
Issued in 2025 - incentive scheme - emMpPIOYEES Of GIrOUP ......ccueerierierierieenieesieesieesieeeeeeeeseeesseesneeeneeas 4,337 2028-30 **
Issued in 2025 - deferred remuneration contingent on specific conditions ...........ccccccvveiiiiiiiiieei e, 776 2029-30 *

Issued in 2026 (ISK 1,500,000) - employees of the Group 31,411 2027-31 199.6

Issued in 2026 - incentive scheme - employees of Group 3,940 2029-31 **
Issued in 2026 - deferred remuneration contingent on specific conditions ..............cccocceeiiiiiiicnicicnn. 898 2030-31 *
42,643
Movements in share options during the period. 30.6.2026 31.12.2025
Weighted Weighted

Number  average Number  average
of shares  contract of shares  contract
Share options pursuant to Icelandic income tax act (in ths.) rate (in ths.) rate

Outstanding at the beginning of the year 8,952 139.1 17,116 135.1
Share optionNS Granted ............oi i e e 31,411 199.6 1,203 172.0
Share options fOrfEItEA .........oiuuiiiiieie e (2,776) 162.8 (4,523) 130.1
Share options exercised, WAVG share price ISK 197.8 at exercise date (2025: 169.5) ........ (6,176) 132.1 (4,844) 124.2
Share options pursuant to Icelandic income tax act .........cccocccevreiiirrsernccce e 31,411 199.6 8,952 135.1
Share options - incentive scheme

Outstanding at the beginning of the year ... 4,338 -

Share optionNs Granted ...........oiiiiiiiiiii e 3,940 4,562

Share options fOrfEItEd ..........oiiiiiii e - (224)

Share options - incentive SCheme ...t 8,278 ** 4,338 **
Share options - deferred remuneration contingent on specific conditions

Outstanding at the beginning of the year ... 3,420 3,618

Share optionNS Granted ...........oiiiiiiiiii e 898 785

Share options fOrfEItEd ..........oiiiiiiiei e - 9)

Share options exercised (deferrred from 2023) (1,364) 199.5 (974) 175.5
Share options - deferred remuneration contingent on specific conditions .................... 2,954 * 3,420 *
Outstanding share options at the end of the period ..........cccveiiiiiiniiniinissce 42,643 16,710

No share options are exercisable at period end. Next exercise period is in February 2027.
All outstanding share options, if exercised, represent approximately 3.1% of the total issued shares.

To meet the Bank's obligations on the basis of the share option plan, the Bank will issue new share capital or deliver treasury shares. Arion
Bank has no legal or constructive obligation to repurchase or settle the options in cash.

* Market price on payment date

** Market price on the contract date, plus annual interest of 5%, less any dividend payments up to the exercise date
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Other information

39. Shareholders of Arion Bank
30.6.2026 31.12.2025

LifeyrisSjOUIr VEIZIUNAIMANNA ........oiuiiiiieieeiieeie ettt ettt te e e teesseeaneeameeemee e seeeseesaeeaneeenteaneeeaseeaneeaneeenneenseennes 9.78% 9.56%
Gildi TFEYFISSJOUU ...ttt sttt e e e s b e e s e e e e e e e e et e e st e e s se e e e e eaeeesaeesaeesnneaaneeneeee 9.41% 9.55%
Lifeyrissjodur starfSmanna riKiSINS ...........cooiiiiiiiii e s st 9.08% 9.24%
BrU HFEYTISSJOUUT ...ttt ettt e e s e st e e e h e e s e e e e e e e e e e e e e ss e e e seeemeesaeeesneesneeseeeseneenneenee 5.30% 5.22%
] (eTe 1 o 1 O SO PSP SOS P URUSO PSPPI 5.00% 5.07%
Vanguard 4.07% 3.97%
Frilsi lIfeyriSSJOUUIINN ......oiiii ettt s st e e e e e e e e e e s e e e e e e e e ne e sreeseeeseneeanas 4.03% 4.07%
Almenni-Lifsverk lifeyrissjédur .. 3.62% 3.87%
Birta [HQYSSJOUUN ...ttt st s e b e s e e e s b e s s e e e e e e e e e s e e s aeesaeeseneenneenreenreeas 2.86% 2.97%
LTSy o= TN 1= 51 [ Yo S 2.70% 2.61%
Hvalur hf. ........ 2.66% 2.59%
Stapi lifeyrissjédur 2.59% 2.92%
AION DANKI N, Lot st r e e e et e e et e e e e a e ae e e nre e s e s 1.88% 2.59%
ISIANASDANKT M. .ottt 1.19% 1.44%
SEENII UNAS ..t sttt s e e s h e e s e et e et e e s e e e ae e e e e saeeeneesreeseeeseneeneenee 1.16% 1.73%
L= 11 2=T TS =Y o SRS 1.00% 0.97%
[IE=T g o <] o] =Y o USSR 0.73% 1.05%
Other shareholders with less than 1% Shareholding ...........cc.ooiiiiiiiiii e 32.94% 30.60%

100.0% 100.0%

At the end of the period the Group's employees held a shareholding of 1.67% in Arion Bank (31.12.2025: 1.36%). The Board of Directors
and key management personnel shareholding is as follows:

30.6.2026 31.12.2025
Number Number
Options  of shares Options  of shares
Steinunn K. ThOrdardOttir, DIFECION .......coooeeeeee e e e - 12,000 - 12,000
Alternate directors of the BOAIM ...........ooooieeeiiii et e e - 49,173 - 49,933
Benedikt GisIason, CEO .........oooiiiiiiiiie et e et e e et e e e e nnaaees 37,573 3,229,488 12,136 3,181,575
Key management PEIrSONNEI™ .............oi ittt et sntee e e e e aneeees 1,905,185 3,511,741 627,353 3,328,222

* Key management personnel are defined in Note 44.

40. Legal matters

The Group has formal controls and policies in place for managing legal claims. Once professional advice has been obtained and the
likelihood and amount of loss reasonably estimated, the Group makes adjustments, if appropriate, to account for any adverse effects the
claims may have on its financial standing. Should the Group conclude that it is to the detriment of the Group's case to disclose such
potential amounts, relating to the legal claims raised, it elects not to do so. At the end of the period, the Group had several unresolved legal
claims.

Contingent liabilities

Legal proceedings regarding damages

In a lawsuit brought in June 2013, Kortapjonustan hf. claimed damages from Arion Bank hf., islandsbanki hf., Landsbankinn hf., Borgun hf.
and Valitor hf. in the amount of ISK 1.2 billion plus interest. The lawsuit is a result of damage which Kortapjonustan hf. contended the five
parties had caused the company due to violations of the Competition Act. In June 2017, the Supreme Court dismissed the case on
procedural grounds. Since then, Kortapjénustan hf. and subsequently its largest shareholder EC-Clear have tried to initiate five lawsuits
against the same defendants which have all been dismissed, the last one in March 2021. In September 2021, EC-Clear once again brought
an action concerning the same dispute, claiming damages in the amount of ISK 922 million plus interest, against the same defendants. In
September 2022, the District Court dismissed the claims. EC-Clear appealed the dismissal but with a ruling in January 2023 the Court of
Appeal rejected the District Court’s ruling and ruled that the case should be heard on its merits by the District Court. Should the defendants
be found liable for damages, they would be jointly responsible. Therefore, the Bank has not made any provision.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
Financial Statements 30 June 2026 44



Notes to the Condensed Consolidated Interim Financial Statements

40. Legal matters, continued

Consumer Association’s class-action lawsuit

The Consumer Association of Iceland sent a letter to Arion Bank, [slandsbanki and Landsbankinn in April 2020 urging the banks to review
their contractual terms on variable rate mortgages to individuals. The letter called for revised terms and compensation to borrowers who,
according to the Association, had suffered damage. The Association’s argument is that the standard contractual terms lack proper legal
grounds, as the parameters for interest rate decisions lack transparency and predictability, thus causing a contractual imbalance to the
detriment of the consumer.

In response to the letter, Arion Bank undertook a review of its contractual terms and processes for interest rate decisions, concluding that
no changes were required and that the Association’s arguments were unfounded. A response was sent to the Consumer Association in
September 2020. According to information published on the Consumer Association’s website, all three banks rejected the Association’s
arguments.

In May 2021, the Consumer Association published an article on its website calling for participants in a class action lawsuit. The intention
was to commence court proceedings against the Icelandic banks to provide a legal precedent for loans with variable rates. Arion Bank
received requests for information from a legal firm representing approximately 1,200 individuals. A case was filed against the Bank
concerning an indexed loan and with a judgement of the Supreme Court on 10 December 2025 the Bank was acquitted. The Supreme
Court thereby upheld the judgments of the District Court and the Court of Appeal in the case.

The Bank is also party to a case concerning a non-indexed loan, waiting to be heard by the District Court of Reykjavik. Cases regarding non-
indexed loans were also filed against Landsbankinn and islandsbanki. Supreme Court judgements in cases for both banks were delivered
in 2025. The Supreme Court found that the disputed contractual clause permitting changes to interest rates was partially invalid. The only
part of the terms that was considered valid was a reference to the Central Bank’s policy rate. islandsbanki and Landsbankinn were,
however, acquitted of the borrower’s financial claim.

It should be noted that the terms of Arion Bank mortgages which contain provisions on variable interest rates differ from those which were
the subject of the Supreme Court judgment in the case against islandsbanki and Landsbankinn. The terms of Arion Bank mortgages in
respect of varying the interest rates are exhaustively listed, unlike the terms of the islandsbanki and Landsbankinn mortgages, and each
reference or term is further defined by a brief explanation. The terms of the Bank’s non-indexed loans are similar to those addressed in the
Bank’s Supreme Court ruling, except that they also refer to interest rates set by the Central Bank. Therefore, the impact of the judgements
in Islandsbanki’s and Landsbanki’s case on Arion Bank’s loans bearing non-indexed rates cannot be asserted with full certainty. Moreover,
in the Bank’s assessment, the argument the Supreme Court uses in Islandsbanki’s and Landsbanki’s cases, regarding reference to the
Central Bank’s policy rate, is also applicable to the terms of Arion Bank mortgages bearing non-indexed rates. If the islandsbanki and
Landsbanki verdict is applied to Arion Bank’s non-indexed loans, the loss is estimated to be less than ISK 500 million pre-tax.

The Bank has not made any provision in respect of impending court cases.

FSA preliminary findings into alleged violations of MAR and MifFID Il

The Financial Supervisory Authority of the Central Bank of Iceland (FSA) has, since April 2024, been examining possible violations by
Arion Bank of provisions of Act No. 60/2021 on measures against market abuse, for having failed to report to the FSA suspicious
transactions, that the bank executed on behalf of clients, which may have constituted market manipulation and the Bank's compliance with
certain provisions of Act No. 115/2021 on markets in financial instruments relating to sound business conduct and investor protection. The
Bank received a preliminary finding regarding the examination in end March 2026, submitted views and objections, pursuant to Article 13 of
the Administrative Procedures Act No. 37/1993 in the beginning of May 2026 and received an offer for settlement by the FSA on 7 July
2026. The deadline for acceptance is 6 weeks and the Bank is in the process of reviewing the offer. The Bank has not made a provision
regarding this matter.

Other legal proceedings

Since 2008 Arion Bank has formally been a party to proceedings in Luxembourg, commenced against the Luxembourg company R Capital
S.ar.l and its beneficial owner, Mr. Umberto Ronsisvalle, for the collection of EUR 6 million plus interest. During this time, Kaupthing ehf.
has been the beneficial owner of the claim, with Arion Bank’s involvement limited to being the formal party to the proceedings while
enjoying indemnity from Kaupthing. The reason for the setup is a decision by the Icelandic Financial Supervisory Authority in 2009 during
the division of Kaupthing into the “new” and “old” bank. In 2019, a counterclaim was made against Arion Bank in the proceedings, for the
net sum of EUR 24 million plus interest, with the Bank continuing to enjoy full indemnity from Kaupthing. In September 2021, Kaupthing and
Arion Bank agreed that all rights and liabilities in the Luxembourg proceedings would be transferred to Arion Bank. The Bank is still held
harmless for any liabilities associated with the claims and has therefore not made any provision.

41. Events after the reporting period

No event has arisen after the reporting period and up to the approval of these Condensed Consolidated Interim Financial Statements that
require additional disclosures.
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Off balance sheet information

42.

43.

Commitments

30.6.2026 31.12.2025
Financial guarantees, unused credit facilities and undrawn loan commitments
(Rl Ia T TaTet o e TUE= T= o (=YY S PRSI 23,217 25,450
(81U EY=Te MoV Z=T 0o [ =Y ¢TI 87,618 90,187
Undrawn loan commitments 82,650 85,329
Financial guarantees, unused credit facilities and undrawn loan commitments ...........ccccccoiriiiiinncccnsscennees 193,485 200,966

Assets under management, supervision and custody
30.6.2026 31.12.2025

ASSEtS UNAEr MANAGEMENT .. ...t e e ettt e e sttt e e e ettt et e e e e ae e e e e e e abbat e e e e s sbbnreeeeeanannnees 1,645,410 1,563,569
ASSEES UNAEI SUPEIVISION .....niiiiiiieiiiitiet ettt et e ettt e e e o ettt et e e e e e et e e e e abe et e e e e eeb b e et e e e s aabbeeeeeeeannnneen 477,422 425,248
F X TST=Y g Vo =Y ot U] (oo Y RSP 1,227,567 1,107,656

Assets under management represent the total market value of the financial assets which the Group manages on behalf of its customers.

Assets under supervision refer to the total market value of financial assets in non-proprietary funds that the Group administers on behalf of
its customers.

The Group, acting as custodian, is responsible for safeguarding a firm's or individual's financial assets, hold in safekeeping securities such
as stocks, bonds and securities funds, arrange the settlement of trades and movements of securities, process corporate actions such as
income on bonds and dividends on shares; and pricing on securities.

Related party

44,

Related party

Arion Bank defines related party as shareholders with significant influence over the Group, the key management personnel and the Group's
associated companies.

Shareholders with significant influence are shareholders that have the power to participate in the finanical and operating decisions of Arion
Bank but do not control those policies. At the end of the period no shareholder was defined as related party with an influence over the
Group (31.12.2025: none).

The key management personnel includes the Board of Directors, the Executive Committee of Arion Bank and heads of other internal
control functions, as well as their close family members and legal entities controlled by them. The Executive Committee consists of the
CEO, Managing Directors of Retail banking, CIB, Markets, Finance, Risk, IT and Operations & culture. For compensation, pension and
other transactions with the Board of Directors and the Executive Committee, see Notes 14 and 39.

For information on the Group's associated companies, see Note 28.

Transactions with related parties have been conducted on an arm's length basis. There have been no further guarantees provided or
received for related party receivables or payables.

Key management Associated
personnel companies

30.6.2026 31.12.2025 30.6.2026 31.12.2025

[ =3 PP P PSP PPPPTN 5,328 3,940 1,851 1,072
OthEr @SSELS ...oeiiiiie ittt e et e et e e et e et e et bt e tb e e nnteeeanteeennes 4 4 - -
Total S i EE R R R R E 5,332 3,944 1,851 1,072
DIBPOSIES ..o eeeeeeeeeeeeee e eeeee e e e eeeeeeeeeeeeeeeee e ee e et eeeee s e ee e er e e e ee e, (1,527) (995) (138) (10)
OHNET TIDIIEIES ...ttt s e e e e eee e et s en e ee s e - - (22) (24)
TOLAl IADIIIES .....veveeeresrcececseesessssessessssssss s st sssssssssesses s sss s asssss st ss st as b s b s s s s s sssansaneas (1,527) (995) (160) (33)
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Risk management disclosures

Risk management is a core activity within the Group as it faces various risks arising from its day to day operations. The key to effective risk
management is a process of on-going identification of significant risks, quantification of risk exposures, actions to limit risk and regular
monitoring. This process, and the ability to evaluate, manage and correctly price the risk encountered is critical to the Group's continuing
profitability, and ensures that risk exposures remain within acceptable levels.

The Board of Directors is ultimately responsible for the Bank's risk management framework and for ensuring that satisfactory risk policies
and governance are in place. Each subsidiary is responsible for its own risk management framework but adheres to the Bank's ownership
policies which outline the Group's internal control policy, risk appetite and reporting mechanisms. The Board sets the risk appetite for the
Bank, and in some cases the Group, which is translated into exposure limits and targets monitored by the Bank's Risk Management
division.

The Chief Executive Officer (CEO) is responsible for sustaining an effective risk management framework, processes and controls as well
as maintaining a high level of risk awareness among employees, making risk everyone's business.

The Bank operates several committees to manage risk. The Board Risk Committee (BRIC) is responsible for supervising the Bank's risk
management framework, risk appetite and the internal capital and liquidity adequacy assessment processes (ICAAP/ILAAP). The Board of
Directors is the supreme authority for cases which entail deviations from risk appetite or strategy. Five primary risk committees, appointed
by the CEO, operate at the management level within a framework defined by the Board of Directors. The Asset and Liability Committee
(ALCO) is responsible for managing asset-liability mismatches, liquidity and funding risk, market risk, capital adequacy, and decides on
underwriting and investment exposures. The Operational Risk Committee (ORCO) is responsible for managing operational risk, which
includes information security, financial crime, regulatory compliance and data management. The Arion Credit Committee (ACC) administers
the Bank's credit rules and decides on the origination of credit while the Arion Composition and Debt Cancellation Committee (ADC) is the
principal authority for debt cancellation, debt restructuring and composition agreements. Major credit decisions, including debt cancellation,
are made by the Board of Directors. Finally, the Executive Risk Committee (ERCO), chaired by the CRO, oversees the implementation of
risk policies, ensures that the Bank's limit framework adheres to the risk appetite, reviews the Bank's ICAAP, ILAAP and stress testing, and
approves economic scenarios, credit models and specific provisions under IFRS9. The Executive Committee is concerned with business
and strategic risk. In their coverage of risks, these committees take into account emerging risks and risk drivers that may amplify or
othervwise impact the risks under consideration. These include, but are not limited to, sustainability, geopolitical and natural catastrophe
risks.

The Bank's Internal Audit conducts independent reviews of the Bank's and several subsidiaries’ operations, risk management framework,
processes and measurements. Internal Audit discusses its results with management and reports its findings and recommendations to the
Board Audit Committee (BAC) and to the Board of Directors.

The Bank's Compliance function is headed by the Compliance Officer. It is independent and centralized and the Compliance Officer reports
directly to the CEO. The Compliance function manages the Bank's conduct and compliance risk, including risk relating to data protection
and financial crime.

The Bank’s Risk Management division is headed by the Chief Risk Officer. It is independent and centralized and reports directly to the
CEO. Risk Management is divided into four units. Balance Sheet Risk and Models is responsible for the quantification of risk on a portfolio
level, including risk modelling and reporting; Operational and Sustainability Risk facilitates and monitors the management of risk and
controls in the first line and supports the Bank's quantification and management of sustainability risk; and Credit Risk supports the Bank's
credit transaction process, participates in credit decisions and monitors credit quality. The Security Team monitors the effectiveness of the
Bank’s defences against risks associated with IT security, physical security and external cyber fraud.

Arion Bank is a small bank in international context but classified as systemically important in Iceland. The Group operates in a small
economy which is subject to sectoral concentration, fluctuations in capital flows, and exchange rate volatility. Among the Group’s most
significant risks are credit risk, concentration risk, liquidity risk, interest rate risk, cyber risk, third party risk, business risk and reputational
risk. These risk factors are to the largest extent encountered within the parent company. Through the Bank's subsidiaries, the Group bears
risk arising from insurance activities and fund management.

Further information on risk management and capital adequacy is provided in the Annual Financial Statements for 2025, in the Pillar 3 Risk
Disclosures for 2025 and in the quarterly Additional Pillar 3 Risk Disclosures. These documents are available on the Bank's website,
www.arionbank.com.
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45. Credit risk

Credit risk is the risk that the Group will incur a loss because its customers or counterparties fail to discharge their contractual obligations.

Credit risk arises when the Group commits its funds, resulting in capital or earnings being dependent on counterparty, issuer or borrower
performance. Loans to customers are the largest source of credit risk. Credit risk is also inherent in other types of assets, such as loans to
credit institutions, bonds, derivatives and off-balance sheet items such as commitments and guarantees.

Managing and analyzing the Group's loan portfolio is of utmost importance. Great emphasis is placed on the quality of the credit portfolio,
by maintaining a strict credit process, by critically inspecting loan applications, by actively monitoring the credit portfolio and by identifying
and reacting to possible problem loans at an early stage as well as by restructuring impaired credits.

The Group grants credit based on well-informed lending decisions and seeks to build business relationships with customers that have good
repayment capacity and are backed by strong collateral. The risk level of each credit is considered in the pricing.

Credit risk is managed and controlled by setting limits on the amount of risk the Group is willing to accept for individual counterparties,
group of connected clients, industries, geographies and loan types, and by monitoring exposures in relation to such limits. The Group
seeks to limit its total credit risk through diversification of the loan portfolio across sectors and by limiting large exposures to groups of
connected clients.

Exposure to credit risk

The following table shows the maximum exposure to credit risk for the components of the Statement of Financial Position before the effect
of mitigation due to collateral agreements or other credit enhancements. The table also shows related collateral and credit enhancements.
The amount and type of collateral required depends on an assessment of the credit risk of the counterparty and the exposure type. The
main types of collateral obtained are as follows:

- Real estate: Residential property, commercial real estate and land

- Cash and securities: Cash, treasury notes and bills, asset backed bonds, listed equity, and funds that consist of eligible securities
- Vessels: Ships with assigned fishing quota and other vessels

- Other collateral: Fixed and current assets including vehicles, equipment, inventory and trade receivables

The value of collateral is based on estimated market value. The valuation of real estate is based on market price, valuation model, or the
opinion of internal or external specialists. The valuation of fishing vessels takes into account related fishing quotas. The quality of collateral
is evaluated in the lending process with regards to specialization, location, age and condition and possibilities for reuse.

Collateral value is monitored and action is taken to remedy insufficient collateral coverage where the underlying agreement provides for
such remedies. Collateral value is reviewed to ensure the adequacy of the allowance for impairment losses. Collateral values shown are
capped by the related book value amount.
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LIS

Maximum exposure to credit risk and collateral held against different types of financial instruments subject to the impairment requirements

of IFRS 9
Collateral
Maximum  Cash and Real Other Total
30.6.2026 exposure  securities estate Vessels collateral collateral
Cash and balances with Central Bank ...............cevevevveveeeeeeeeeeeennnnn, 114,477 - - - - -
Loans to credit institutions at amortized cost ............ccoeeeiiiiiiiiiienns 24,715 - - - - -
Loans to customers at amortized Cost .........coevveiiiiiiiiiii 1,416,125 14,055 1,035,388 69,439 108,860 1,227,742
INAIVIAUAIS ...ttt 662,579 147 610,827 9 13,681 624,664
Mortgages .. 597,969 114 597,389 - - 597,503
64,610 33 13,438 9 13,681 27,161
COIPOIALES ..ottt 753,546 13,908 424,561 69,430 95,179 603,078
Real estate activities 153,481 4,430 140,359 - 361 145,150
Construction ......... 118,821 531 107,769 - 3,182 111,482
Fishing industry .... 114,497 1,251 34,789 54,319 14,734 105,093
Commerce and services 93,843 1,299 37,581 1,046 21,463 61,389
Accommodation and food service activities 49,275 76 38,944 - 235 39,255
Financial and insurance activities 54,805 5,613 10,000 4,094 25,732 45,439
Industry, energy and manufacturing 73,879 423 36,641 288 11,978 49,330
Transportation 25,615 19 1,242 9,650 9,498 20,409
Information and communication technology 44,748 260 1,661 - 7,264 9,185
Public sector 10,585 6 2,813 12 102 2,933
Agriculture and fOrestry ...........ccoouuiieieiiesiesieeeee e 13,997 - 12,762 21 630 13,413
Other assets with credit risk ...........ccooeiiiiiiiieeie e 15,323 - - - - -
Financial guarantees ............occouveiiiiiiiiiiii 23,217 1,323 5,668 295 4,144 11,430
Undrawn loan commitments and unused overdrafts .. .. 170,268 - - - - -
Fair value through OCI ..........cooiiiiiiieie e 165,311 - - - - -
GOoVernMEeNt DONGS .........cccceeeeeeeeeeeeeeeeeeeeeeeassnsnnnns 163,696 - - - - -
Bonds issued by financial institutions and corporates ................. 1,615 - - - - -
Balance at the end of the period 1,929,436 15,378 1,041,056 69,734 113,004 1,239,172
31.12.2025
Cash and balances with Central Bank ................ceeveveeeeeeeeeeeeeeennnnn, 150,111 - - - - -
Loans to credit institutions at amortized cost ............ccoeeeiiiiiiiiienns 22,567 - - - - -
Loans to customers at amortized COSt ..........ooevviiiiiiiiiiiiiiiiiiiiiieiee 1,327,606 15,816 982,047 65,647 111,401 1,174,911
INAIVIAUAIS ...ttt 640,394 161 589,706 28 14,604 604,499
Mortgages .. 576,828 134 576,297 - - 576,431
63,566 27 13,409 28 14,604 28,068
COIPOTALES ...t 687,212 15,6556 392,341 65,619 96,797 570,412
Real estate activities 126,000 2,168 118,383 11 294 120,856
Construction ......... 108,071 222 98,010 6 2,886 101,124
Fishing industry .... 107,416 1,294 26,435 58,230 13,314 99,273
Commerce and services 87,036 1,654 36,263 1,063 25,114 63,994
Accommodation and food service activities . 46,775 34 44,842 - 206 45,082
Financial and insurance activities ... 58,606 9,628 18,072 4,069 20,174 51,843
Industry, energy and manufacturing 69,908 532 32,288 - 18,288 51,108
Transportation 17,925 40 1,223 2,208 9,038 12,509
Information and communication technology .... 40,458 275 1,606 - 6,810 8,691
Public sector 11,354 8 2,678 11 104 2,801
Agriculture and fOreStry ............cccuvririiriiiiiiiiicisiscieieeeseeeeeean 13,663 - 12,541 21 569 13,131
Other assets with credit risk .........ccoooeeieiiiiiiiceeeeeeeeeeeees 17,031 - - - - -
Financial guarantees ............ccooviieriiiiiiieeee e 25,450 1,348 4,989 274 6,597 13,208
Undrawn loan commitments and unused overdrafts ...................... 175,516 - - - - -
Fair value through OCI .........cooiiiiiiiiieee e 138,302 - - - - -
GOVEINMENTE DONGS ... 136,868 - - - - -
Bonds issued by financial institutions and corporates . 1,434 - - - - -
Balance at the end of the year ..........ccccovviiiriinninncr s 1,856,583 17,164 987,036 65,921 117,998 1,188,119
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45. Credit risk, continued

LTV ratio for residential mortgage lending

The following table describes the loan to value (LTV) and impairment status of the Group's residential mortgage portfolio. LTV is calculated
as the ratio of the total exposure of individual borrowers to the value of the pledged real estate without adjusting for possible costs of
obtaining and selling the collateral. An exposure to a particular borrower appears in a single row in the table (whole-loan approach). The
residential real estate valuation model used gives an estimate of current value on a monthly basis. This model is used when the market
transaction value becomes older than 2 years.

Thereof in Stage 3

30.6.2026 31.12.2025 30.6.2026 31.12.2025

LSS thaN 500 ..ottt et ettt et e et e e e e eae e eareas 218,740 223,975 2,533 2,832
BO-B0Y0 +uveeeeueeee ettt e ettt e ettt et e et e e e e — e e ——e e e ——e e e hae et ae e ettt e e nraeeanaaeaaneeennraeennaeeeas 107,494 107,698 1,777 2,110
BO-T0%0 ..ot eeeee ettt ettt e e e abae e e etae e e aateeeaareeeeteeeeraeeaaeeeas 108,706 102,661 1,367 1,587
T0-80%0 weueieeeeie ettt ettt et e e e e e e e e —— e ah—e e e ba e e ettt e e nsbaeeanaeeeaneeenareeennaeaeas 97,185 88,631 1,142 1,427
B0-90%0 ..t et e e e —— e e hae e et ee e ettt e e eateeearaeeeateeearaeeaaeeeas 61,109 51,163 984 708
L0 L0 PP 3,693 1,669 296 114
MOTE thAN 1000 ..vveeveeeeeieee ettt et e e e e et e e et e e e aee e e e e easeeeenbeeesbeeesraeeannes 1,681 1,497 196 261
Not classified ...... 175 198 15 5

Gross Carrying @MOUNE .......cccieiiiiiiiiisrnrsssssssnse s ssnr s s sss s s s sssa e s s s s s snnne s s ssssnnnnnssnses 598,783 577,492 8,310 9,044

The following table gives an alternative representation of the loan to value profile of the mortgage portfolio. Here, each exposure is split into
pieces and each piece is placed into the appropriate LTV bucket. A single exposure can therefore be spread between several rows in the
table (loan-splitting approach).

Thereof in Stage 3
30.6.2026 31.12.2025 30.6.2026 31.12.2025

LESS thAN 550 ..uvveeeeieeiiiiie ettt e e e e e s a e e e e a e raraaeeeaaaaaaaaeaans 529,517 516,063 7,158 7,925
Lo Y O YOS PSPPRN 50,287 45,445 737 743
T0-80%0 .eeeeeeeeee ettt e e e e e — e e e e e e ————eeeeaetb——teee s e —bateaeeaanraaeeeeaaanaraaeeeannres 14,257 12,363 239 230
B0-90%0 .eeeiitte e e e e e e —ttee e e e hhteeae e e ot tbateeeeannteeaeeeeannnaeeeeeeannaes 3,445 2,521 96 77
901000 .everiee e e e ettt e e ettt e e ettt e e e e e e e e e et a———ee e e aea———aae e e a———aaeeaantbataaeaaanaaaeeaaannaeeaaeaans 500 385 53 41
MOTFE than 1000 ....eeveeiiee i ittt ettt e e e ettt e e e e e et e e e e e nnae e e e e e e anbbeeeeeeeannnaeen 602 517 12 23
NOL CIASSITIEA .....eeeiiieeeee e e e e st e e e e e a e e e e e anneeaeeeans 175 198 15 5
Gross Carrying @mMOUNE .......cocceeiriieirreeeeeeersseesrsnesrssn e s s e e s s e e e seneessmesesaneeesnnesessnessasneess 598,783 577,492 8,310 9,044

Collateral for financial assets in stage 3

At the end of the period, the gross carrying amount of assets in stage 3 was ISK 36,466 million (31.12.2025: ISK 32,661 million) with ISK
30,990 million in collateral (31.12.2025: ISK 28,860 million), thereof ISK 28,458 million in real estate (31.12.2025: ISK 24,474 million).

Collateral repossessed

The Group has taken possession of assets due to foreclosures. The total value of real estate the Group took possession of and still holds
was ISK 78 million at the end of the period (31.12.2025: ISK 98 million) and ISK 2 million in other assets (31.12.2025: nil). Assets acquired
due to foreclosure are held for sale, see Note 31.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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45. Credit risk, continued

Large exposures

A large exposure is defined as an exposure to a group of financially related borrowers which is equal to or exceeds 10% of the Group's Tier
1 capital according to the Financial Undertakings Act No. 161/2002. The legal maximum for individual large exposures is 25% of Tier 1
capital, net of eligible credit risk mitigation.

The Group had no net large exposure at the end of the period (31.12.2025: no net large exposure).
Credit quality

The Group uses internal credit ratings and external credit ratings, if available, to monitor credit risk. The Group's internal credit rating
system rates customers through application of statistical models based on a variety of information that has been determined to be
predictive of default. This includes demographic, behavioral, financial and economic data, coupled with qualitative expert judgment for large
corporate exposures. Six exposure type models rate individuals' exposures — mortgages, consumer loans, auto loans, guarantees, loans to
individuals for work purposes, and other loans. The models are validated annually and recalibrated and updated with current data with the
aim of maintaining their predictive power. Year-on-year changes in risk classification of loans may in part be due to model refinement.
External ratings are primarily used for marketable securities and loans to credit institutions. For further information on the rating scales
used, see Note 59 in the Annual Financial Statements 2025.

The following tables show financial instruments subject to the impairment requirements of IFRS 9 broken down by rating scale, where risk
class 5, DD, represents exposures in default. Assets carried at fair value through profit and loss are not subject to the impairment
requirements of IFRS 9. The tables below sum up the gross carrying amount of assets by rating class and impairment stage. The gross
carrying amount net of loss allowance is the book value of the underlying assets. For off-balance sheet exposures, the nominal amount is
shown. FVOCI stands for fair value through other comprehensive income.

Exposures that are 'Unrated' are typically due to newly formed entities, entities for which the Bank's rating models are not applicable or no
external rating is available.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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45. Credit risk, continued
Credit quality profile for financial instruments subject to IFRS 9 impairment requirements
30.6.2026
Loans to customers Stage 1 Stage2  Stage 3 POCI Total
Risk class 0 - (Grades AAA 10 A=) ..o 442,030 7 - 119 442,156
Risk class 1 - (Grades BBB+ t0 BBB-) .......ccccoiiiiiiiiiiiiiiiiiee e 430,279 5,933 - 133 436,345
Risk class 2 - (Grades BB+ t0 BB-) ......ccceviiiiiiiiieieeeee e 328,986 15,375 - 57 344,418
Risk class 310 4 - (Grades B+ 10 CCC-) ....uuviiiiiiiiiiiiieiiiiiiiee et 122,697 46,012 - - 168,709
RISK ClaSS 5 = (DD) ...veiiiiiiieiiiee ettt ettt e e e e e e e e nnne - - 36,023 443 36,466
L8731 7= (=Y [PPSR 373 1 - - 374
Gross Carrying @amouUNt ..........cccoviiiiierrnniisrrnsisss s sssssnens 1,324,365 67,328 36,023 752 1,428,468
LOSS @lIOWANCE .....cooiiiiiiie ettt e e e e e e (3,390) (1,749) (7,004) (200) (12,343)
Book value 1,320,975 65,579 29,019 552 1,416,125
Loans to customers - Individuals
Risk class 0 - (Grades AAA 10 A=) oot 342,265 7 - 119 342,391
Risk class 1 - (Grades BBB+ 10 BBB-) .......ccccceeiiiiiiiiieeiiee e 239,825 322 - 133 240,280
Risk class 2 - (Grades BB+ t0 BB-) .......cuuviiiiiiiiiiiieiceiieee e 47,581 4,219 - 57 51,857
Risk class 3t0 4 - (Grades B+ 10 CCC-) ....oooviiiiiiiiiiiieiee e 9,936 10,573 - - 20,509
RISK CIASS 5 = (DD) .eeieiiiiiiiiiiee ettt e e e e e e - - 10,175 145 10,320
UNrated oo 38 1 - - 39
Gross Carrying amount .........cccciverniininnis e 639,645 15,122 10,175 454 665,396
LOSS @lIOWANCE ...cooeiiiiiiiiie et e e e e e (754) (440) (1,621) (2) (2,817)
BOOK VAIUE ......oeeiiiiitre i 638,891 14,682 8,554 452 662,579
Loans to customers - Corporates and public sector entities
Risk class 0 - (Grades AAA 10 A-) ..o 99,765 - - - 99,765
Risk class 1 - (Grades BBB+ t0 BBB-) .......ccccoiiiiiiiiiiiiiiiiiiee e 190,454 5,611 - - 196,065
Risk class 2 - (Grades BB+ t0 BB-) .......cccoeiiiieiiieecieeeee e 281,405 11,156 - - 292,561
Risk class 310 4 - (Grades B+ 10 CCC-) .....uuviiiiiiiiiiiieiiiiieee e 112,761 35,439 - - 148,200
RiSK ClasS 5 = (DD) ...eeeeiiiiieiiie ettt - - 25,848 298 26,146
{831 r= (=Y [ PP UPPRRN 335 - - - 335
Gross Carrying amount ........ccccirieeinimeiie s 684,720 52,206 25,848 298 763,072
LOSS @lIOWANCE ...ttt (2,636) (1,309) (5,383) (198) (9,526)
(=70 o] QT2 1 L1 T U 682,084 50,897 20,465 100 753,546
Loan commitments, guarantees and unused credit facilities
Risk class 0 to 1 (Grades AAA t0 BBB-) ......ccoeiiiiiiiiiiiiieece e 105,945 145 - - 106,090
Risk class 2 to 4 (Grades BB+ t0 CCC-) ....c.oviiiiiiiiiiiiiieeiiee e 75,769 4,309 607 - 80,685
[0 31 7= 1 (=T [T 6,710 - - - 6,710
LA\ 411 - SRS 188,424 4,454 607 - 193,485
LOSS @lIOWANCE ...ttt (370) (149) - - (519)
Nominal less loss allowance 188,054 4,305 607 - 192,966
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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45. Credit risk, continued
31.12.2025
Loans to customers Stage 1 Stage2  Stage 3 POCI Total
Risk class 0 - (Grades AAA 10 A=) ... 441,647 256 - 117 442,020
Risk class 1 - (Grades BBB+ to BBB-) .. 413,457 1,827 - 124 415,408
Risk class 2 - (Grades BB+ t0 BB-) ......ccccveiiiiiiiieieeeee e 289,610 6,889 - 63 296,562
Risk class 310 4 - (Grades B+ 10 CCC-) ....uuviiiiiiiiiiiiieiiiiiiiee e 105,819 46,753 - 23 152,595
RISK ClaSS 5 = (DD) ...veeiiiiieeiiiie ettt sttt e e e e e e - - 32,255 406 32,661
L8731 7= (=Y [P PP PPN 439 - - - 439
Gross Carrying amouUNt ..........ccccviiiiierinniisisrrns s s snnnnens 1,250,972 55,725 32,255 733 1,339,685
LOSS @lIOWANCE ....ccciiiiiiiie ettt e e e e e e e e as (2,833) (1,551) (7,508) (187) (12,079)
BOOK VAIUE ......eeriiiiiciiiieesc e e e s ssere e s s s e e e s s s sne e e e e s smn e e e e s e snnne e e e e s snnnnens 1,248,139 54,174 24,747 546 1,327,606
Loans to customers - Individuals
Risk class 0 - (Grades AAA 10 A=) oot 345,978 256 - 117 346,351
Risk class 1 - (Grades BBB+ 10 BBB-) .......ccccceeiiiiiiiiieeiieecieee e 216,374 518 - 124 217,016
Risk class 2 - (Grades BB+ to BB-) ........ 46,562 4,108 - 63 50,733
Risk class 3 to 4 - (Grades B+ to CCC-) . 8,883 8,932 - 23 17,838
Risk class 5 - (DD) .... - - 10,892 120 11,012
UNrated oo 5 - - - 5
Gross Carrying @amouUNt .........ccccereerrrerrnee e e e s e e s see e me e ene e e neeesne s 617,802 13,814 10,892 447 642,955
LOSS @lIOWANCE ...cooeiiiiiiiiie et e e e e e (611) (332) (1,617) (1) (2,561)
Book value 617,191 13,482 9,275 446 640,394
Loans to customers - Corporates and public sector entities
Risk class 0 - (Grades AAA 10 A-) ..o 95,669 - - - 95,669
Risk class 1 - (Grades BBB+ t0 BBB-) .......ccccoiiiiiiiiiiiiiiiiiee e 197,083 1,309 - - 198,392
Risk class 2 - (Grades BB+ t0 BB-) .......cccoeiiiieiiiieeieecee e 243,048 2,781 - - 245,829
Risk class 3 to 4 - (Grades B+ to CCC-) .... 96,936 37,821 - - 134,757
Risk class 5 - (DD) .....ccovvveeviieeeiieeeeennn - - 21,363 286 21,649
Unrated .......ccccoeeeviinnns 434 - - - 434
Gross Carrying amouUNt .........cccceveeiiieireniinniserne e ssssee s ssnse s s 633,170 41,911 21,363 286 696,730
LOSS @lIOWANCE ...t (2,222) (1,219) (5,891) (186) (9,518)
(=70 o] QT2 1 L1 T U 630,948 40,692 15,472 100 687,212
Loan commitments, guarantees and unused credit facilities
Risk class 0 to 1 - (Grades AAA t0 BBB-) .....cocuiiiiiiiiiiiiiiieeee e 114,147 46 - - 114,193
Risk class 2 to 4 - (Grades BB+ 10 CCC-) ...ocuvviiiiiiiiiieriie e 76,291 4,758 1,116 - 82,165
Unrated 4,608 - - - 4,608
Nominal 195,046 4,804 1,116 - 200,966
LOSS @lIOWANCE ...ttt (342) (266) (73) - (681)
Nominal less 10SS allOWANCE ..........cciviiiiieeiiiiiirrrc e eennea e e eeeas 194,704 4,538 1,043 - 200,285
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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45. Credit risk, continued
Sector split, gross carrying value and loss allowance for financial instruments subject to IFRS 9 impairment requirements
Stage 1 Stage 2 Stage 3
Gross Gross Gross
Carrying Loss Carrying Loss Carrying Loss Book
30.6.2026 amount  allowance amount  allowance amount  allowance value
Loans to credit instit., securities & cash ...................... 304,510 (7) - - - - 304,503
Loans to individuals ...........cccoeviiiniieiieeee e 639,645 (754) 15,431 (440) 10,320 (1,623) 662,579
Mortgages ..o 577,896 (281) 12,677 (191) 8,310 (342) 597,969
(O (= R . 61,749 (473) 2,854 (249) 2,010 (1,281) 64,610
Loans to corporates and public sector entities ............ 684,720 (2,636) 52,206 (1,309) 26,146 (5,581) 753,546
Real estate activities ............cccccecveevcreeecreeeieens 141,897 (373) 5,766 (132) 7,345 (1,022) 153,481
CONSHUCHON ... 107,292 (544) 6,245 (128) 8,189 (2,233) 118,821
Fishing inQUSETY .........ccccovevviiiiiiiieiiieeeeeee 105,468 (172) 8,334 (47) 1,437 (523) 114,497
Commerce and SEIVICES ............ccooureeisiiiienaaesiiinnns 85,589 (446) 6,105 (212) 3,620 (713) 93,843
Accommodation and food service activities ............. 36,926 (1563) 9,839 (379) 3,679 (537) 49,275
Financial and insurance activities ...................c........ 49,826 (279) 4,478 (134) 1,078 (164) 54,805
Industry, energy and manufacturing ........................ 68,305 (247) 5,671 (58) 605 (297) 73,879
Transportation ...............ccccceveeeesceeesiieeeeeeeieees 21,197 (60) 4,645 (169) 13 (11) 25,615
Information and communication technology ............. 44,618 (288) 287 9) 203 (63) 44,748
PUDBIIC SECHON ... 10,486 (35) 100 (15) 60 (11) 10,585
Agriculture and forestry ...........ccccccuvvcvveeeesscceennn. 13,116 (39) 836 (26) 117 (7) 13,997
Balance at the end of the period ..........ccccvvieeirnnnnn. 1,628,875 (3,397) 67,637 (1,749) 36,466 (7,204) 1,720,628
31.12.2025
Loans to credit instit., securities & cash ...................... 310,987 7) - - - - 310,980
Loans to individuals ...........ccoeeeeririiiiieiee e 617,802 (611) 14,141 (332) 11,012 (1,618) 640,394
MOrtQages .........ceeeeeeeeieee e 556,668 (201) 11,780 (123) 9,044 (340) 576,828
[0 (1= S 61,134 (410) 2,361 (209) 1,968 (1,278) 63,566
Loans to corporates and public sector entities ............ 633,170 (2,222) 41,911 (1,219) 21,649 (6,077) 687,212
Real estate activities ............cccccocveevcceeecreeeciece, 117,560 (237) 5,623 (68) 3,919 (797) 126,000
Construction .......... . 93,971 (475) 9,159 (279) 7,639 (1,944) 108,071
Fishing industry 105,252 (197) 1,086 (31) 1,934 (628) 107,416
Commerce and SEIVICesS ............cooueuuuvesscreeaaieeans 79,503 (331) 5,911 (212) 2,685 (520) 87,036
Accommodation and food service activities ............. 35,122 (133) 10,897 (274) 1,653 (490) 46,775
Financial and insurance activities ...................c........ 55,466 (288) 3,433 (138) 191 (58) 58,606
Industry, energy and manufacturing ........................ 69,437 (168) 390 (46) 582 (287) 69,908
Transportation ...............cccccoveeesceeesiieeeeeeeeeeees 14,596 (49) 3,440 (69) 22 (15) 17,925
Information and communication technology ............. 38,092 (274) 1,255 (75) 2,792 (1,332) 40,458
PUDBIIC SECHON ... 11,299 (32) 53 (7) 41 - 11,354
Agriculture and forestry ............cccccouvvevsveeesceeee 12,872 (38) 664 (20) 191 (6) 13,663
Balance at the end of the year ..........cccccoeviiriiieiinns 1,561,959 (2,840) 56,052 (1,551) 32,661 (7,695) 1,638,586
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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45. Credit risk, continued

The table below reconciles the opening and closing allowance balance for loans to customers and debt securities at amortized cost and
FVOCI and loan commitments, guarantees and unused credit facilities by impairment stages. The reconciliation includes:
Transfers of financial assets between impairment stages

All transfers are presumed to occur before any corresponding remeasurement of the loss allowance.

Net remeasurement of loss allowance

Comprise the impact of changes in model inputs or assumptions, including changes in forward-looking macroeconomic conditions, partial
repayments and additional draws on existing facilities, inflation, changes in the measurement following a transfer between stages, effects of
foreign exchange rate changes, impairment of interest income due to impaired debt instruments and unwinding of the time value discount
due to the passage of time.

New financial assets, originated or purchased

Include purchases and originations and reflect the allowance related to assets newly recognized during the year.

Derecognitions and maturities

Reflect the allowance related to assets derecognized during the period without a credit loss being incurred, including those assets that were
derecognized following a modification of terms.

Write-offs

The amount after net remeasurements of loss allowance written off during the year.

30.6.2026
Impairment loss allowance * Stage 1 Stage 2 Stage 3 POCI Total
Balance at the beginning of the year ...........ccccooiii, (3,175) (1,817) (7,581) (187) (12,760)
Transfers of financial assets:
Transfers to Stage 1 (12-month ECL) ....ccueiviiiiiiiiiiieee e (766) 661 105 - -
Transfers to Stage 2 (lifetime ECL) .......cocoveiiiiiiiiiiee e 137 (323) 186 - -
Transfers to Stage 3 (credit impaired financial assets) ............cccccveeeiiinnes 71 183 (254) - -
Net remeasurement of loss allowance ** ............ccccoceiiiiiiiecniecee e 417 (597) (1,364) (13) (1,557)
New financial assets, originated or purchased .............ccccooiiiiiiiiiiiiiee e (705) (165) (676) - (1,546)
Derecognitions and Maturities ............ccccovviiiiiiiiii 260 150 1,095 - 1,505
V-0 % et 1 10 1,485 - 1,496
Impairment loss allowance **** . - (3,760) (1,898) (7,004) (200) (12,862)
Impairment loss allowances for assets only carrying 12-month ECL ................. (7) - - - (7)
Total impairment loss allowance ...........ccccvieiinieine e (3,767) (1,898) (7,004) (200) (12,869)

* These amounts are a combination of all impairments, including an allowance for loan commitments and guarantees presented as a liability in these Consolidated
Financial Statements. The amounts represent the difference between the loss allowance at the beginning of the year and at the reporting date, ignoring other intra-
period changes.

** During the period the loss allowance balance for stage 3 loans was reduced by ISK 608 million due to unwinding of interest income.
*** During the period an amount of ISK 140 million was written off but is still subject to enforcement activities subject to Icelandic law.

**** Loss allowance for all assets other than cash, bonds and loans to credit institutions.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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45. Credit risk, continued
Impairment loss allowance for loans to customers Stage1  Stage2  Stage3 POCI Total
Balance at the beginning of the year ...........cccocciiiii e, (2,833) (1,551) (7,508) (187) (12,079)
Transfers of financial assets:
Transfers to Stage 1 (12-month ECL) ......eeveiiiiiiiiiiiee e (717) 612 105 - -
Transfers to Stage 2 (lifetime ECL) .......coccviiiiiiiiieieeeeeeeeee e 129 (315) 186 - -
Transfers to Stage 3 (credit impaired financial assets) ...........ccccccoeen. 70 154 (224) - -
Net remeasurement of 10Ss alloWanCe ...........cccoveiieiiiieiiiieneeeeeee e 355 (634) (1,394) (13) (1,686)
New financial assets, originated or purchased ..............cccccoviiiiiieiiiiiieennn. (584) (152) (676) - (1,412)
Derecognitions and maturities .............ccccovviiiiiiieiiii e 189 127 1,022 - 1,338
Write-offs 1 10 1,485 - 1,496
Total loss allowance for loans to customers .........ccccoecmreiiiniieennnnnnissnnn (3,390) (1,749) (7,004) (200) (12,343)
Impairment loss allowance for loans to customers - Individuals
Balance at the beginning of the year ...........cccoviiiiiee 611) (332) (1,617) (1) (2,561)
Transfers of financial assets
Transfers to Stage 1 (12-month ECL) ......ccoociiiiiiiiiieeeee (172) 109 63 - -
Transfers to Stage 2 (lifetime ECL) ........ccccvvviiiiiiiiiiiieeiiieeee e 37 (88) 51 - -
Transfers to Stage 3 (credit impaired financial assets) ................... 5 50 (55) - -
Net remeasurement of loss allowance ..........ccccocccviveiiiiiiiiiie i, 51 (187) (237) (1) (374)
New financial assets, originated or purchased .............ccccccoeiiniennnenn. (115) (46) (100) - (261)
Derecognitions and maturities ............cccccovviiiieeiiiiiiee e, 50 45 160 - 255
Write-offs ...oocvveviiiiiieeen 1 9 114 - 124
Total loss allowance for loans to individuals .........ccccoeeeiverieninnnns (754) (440) (1,621) (2) (2,817)
Impairment loss allowance for loans to customers - Corporates
Balance at the beginning of the year ...........cccccccciiiiiii e (2,222) (1,219) (5,891) (186) (9,518)
Transfers of financial assets
Transfers to Stage 1 (12-month ECL) .....cceveiiiiiiiiiiieeiiiieeeeeee (545) 503 42 - -
Transfers to Stage 2 (lifetime ECL) ......cccccceiiiiiiiiiiieeeeeeeeen 92 (227) 135 - -
Transfers to Stage 3 (credit impaired financial assets) ... 65 104 (169) - -
Net remeasurement of loss allowance ............cc.ccccceenene 304 (447) (1,157) (12) (1,312)
New financial assets, originated or purchased .. (469) (106) (576) - (1,151)
Derecognitions and maturities .............cccovviiiiiiiiiii e 139 82 862 - 1,083
WIE-OFFS ettt - 1 1,371 - 1,372
Total loss allowance for loans to corporates ...........ccceveenrierriieennne (2,636) (1,309) (5,383) (198) (9,526)
Impairment loss allowance for loan commitments, guarantees and unused credit facilities
Balance at the beginning of the year ...........ccccooviiiiiii i (342) (266) (73) - (681)
Transfers
Transfers to 12-month ECL .....cc.ooiiiiiiiieeeeee e (49) 49 - - -
Transfers to lifetime ECL ..o 8 (8) - - -
Transfers to credit impaired ....... 1 29 (30) - -
Net remeasurement of loss allowance . 62 37 30 - 129
New financial commitments originated ... (121) (13) - - (134)
Derecognitions and Maturities ............cccceiiiiiiiiiiiii e 71 23 73 - 167
Total loss allowance for loan commit., guarantees, unused facilities ....... (370) (149) - - (519)
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45. Credit risk, continued
31.12.2025
Impairment loss allowance * Stage 1 Stage 2 Stage 3 POCI Total
Balance at the beginning of the year ...........ccoccvviiiiiiiiie e (2,681) (1,858) (5,323) (1) (9,863)
Transfers of financial assets:
Transfers to Stage 1 (12-month ECL) ....ccuvvviiiiiiiiiiiie e (697) 561 136 - -
Transfers to Stage 2 (lifetime ECL) ..........ccoovveniinnnnee. 193 (350) 157 - -
Transfers to Stage 3 (credit impaired financial assets) .. 63 189 (252) - -
Net remeasurement of loss allowance ** ............ccccoceiiiii i 644 (341) (3,373) - (3,070)
New financial assets, originated or purchased ............cccccooiiiiiiiiiiiiiiieeeeees (1,458) (408) (1,141) (186) (3,193)
Derecognitions and Maturities ... 731 363 1,527 - 2,621
WWHEE-OFS ™% ettt 30 27 688 - 745
Impairment loss allowance **** , (3,175) (1,817) (7,581) (187) (12,760)
Impairment loss allowances for assets only carrying 12-month ECL ................. (7) - - - (7)
Total impairment loss allowance ............cccciriiiiineennn (3,182) (1,817) (7,581) (187) (12,767)

* These amounts are a combination of all impairments, including an allowance for loan commitments and guarantees presented as a liability in these
ConsolidatedFinancial Statements. The amounts represent the difference between the loss allowance at the beginning of the year and at the reporting date,
ignoring other intra-period changes.

** During the year the loss allowance balance for stage 3 loans was reduced by ISK 995 million due to unwinding of interest income.
*** During the year an amount of ISK 547 million was written off but is still subject to enforcement activities subject to Icelandic law.

**** Loss allowance for all assets other than cash, bonds and loans to credit institutions.

Impairment loss allowance for loans to customers Stage 1 Stage 2 Stage 3 POCI Total
Balance at the beginning of the year .........c.ccccooiiiiiiiii (2,282) (1,746) (5,323) (1) (9,352)
Transfers of financial assets:

Transfers to Stage 1 (12-month ECL) ...cccoiiiiiieiiiiiee e (655) 519 136 - -

Transfers to Stage 2 (lifetime ECL) .......cccceiveiiiiiiiiieeeiieeeeeeeee e 138 (295) 157 - -

Transfers to Stage 3 (credit impaired financial assets) ..............c.c.c..... 61 183 (244) - -
Net remeasurement of 0ss allowance ..........cccccoccviiiiiiiiiiiiiie e 532 (203) (3,308) - (2,979)
New financial assets, originated or purchased .............ccccccoiiiniiniciicenee (1,282) (373) (1,141) (186) (2,982)
Derecognitions and Maturities .............cccovviiiiiiie i 625 337 1,527 - 2,489
WWIIEE-OFFS ..ttt ettt et e e et e e e e e e saeesneennee s 30 27 688 - 745
Total loss allowance for loans to customers ..........cccccervininininnecssennnns (2,833) (1,551) (7,508) (187) (12,079)

Impairment loss allowance for loans to customers - Individuals

Balance at the beginning of the year ............ccccoiiie (545) (410) (1,538) (1) (2,494)
Transfers of financial assets

Transfers to Stage 1 (12-month ECL) .....coooviiiiiiiiiiiiiieceieeee (283) 199 84 - -

Transfers to Stage 2 (lifetime ECL) ......ccccoceerviiiiinicnieceeeeeeee 32 (58) 26 - -

Transfers to Stage 3 (credit impaired financial assets) .................. 12 54 (66) - -
Net remeasurement of loss allowance ...........cccocevcviiiiiinicnicnieeeeee 254 (126) (381) - (253)
New financial assets, originated or purchased ...........cccccccociiiiiennnn. (189) (82) (124) - (395)
Derecognitions and maturities ............cccccovviiiiiiiiie e 78 66 151 - 295
WIE-OFFS .. 30 25 231 - 286
Total loss allowance for loans to individuals ..........ccccccivieriiieennns (611) (332) (1,617) (1) (2,561)
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45. Credit risk, continued
Stage 1 Stage 2 Stage 3 POCI Total
Impairment loss allowance for loans to customers - Corporates
Balance at the beginning of the year ..........cccocciiiiiiciee (1,737) (1,336) (3,785) - (6,858)
Transfers of financial assets
Transfers to Stage 1 (12-month ECL) ....cccvvveiiiiiiiiiiieeiiieeeeeee (372) 320 52 - -
Transfers to Stage 2 (lifetime ECL) ......cccccoeiiiiiiicneeeeceeee 106 (237) 131 - -
Transfers to Stage 3 (credit impaired financial assets) ... 49 129 (178) - -
Net remeasurement of loss allowance .............c.cccccceeiine 278 (77) (2,927) - (2,726)
New financial assets, originated or purchased .............cccccoociiiiieiiiiinnns (1,093) (291) (1,017) (186) (2,587)
Derecognitions and maturities .............ccccvriiiiiiiiii e 547 271 1,376 - 2,194
Write-offs - 2 457 - 459
Total loss allowance for loans to corporates ..........ccocevverrriniiieennnnns (2,222) (1,219) (5,891) (186) (9,518)
Impairment loss allowance for loan commitments, guarantees and unused credit facilities
Balance at the beginning of the year .........cccccoiiiiiiii (399) (112) - - (511)
Transfers
Transfers to 12-month ECL ......cooiiiiiiee e (42) 42 - - -
Transfers to lifetime ECL ........c..oooiiiiiiiiiie e 55 (55) - - -
Transfers to credit IMpaired ...........ccoooeeviiiiiie e 2 6 (8) - -
Net remeasurement of 0SS allowance ..........ccccoocuviiiieiiiiiiiiee e 112 (138) (65) - (91)
New financial commitments originated ............cccoeiiiiiiiieniie e (176) (35) - - (211)
Derecognitions and Maturities .............cccevviiiiiiie i 106 26 - - 132
Total loss allowance for loan commit., guarantees, unused facilities .............. (342) (266) (73) - (681)

Macroeconomic forecast

The calculation of expected credit losses under IFRS 9 uses forward-looking information in the form of scenarios where the development of
macro-economic variables is predicted. The expected credit loss is a probability-weighted average of the estimated forecasts over three
scenarios: base case 60%, pessimistic 25% and optimistic 15% (31.12.2025: base case 60%, pessimistic 25% and optimistic 15%). The
macroeconomic forecast and scenario probability weights is done by the Bank’s Chief Economist and approved by the Bank’s Executive
Risk Committee. The following table shows values used for IFRS 9 impairment calculations.

Base case
2026 2027 2028
UNEMPIOYMENT FALE .....eeeieiieiiie ettt ettt et e st e st e et e e ee e s e e sseeeseeeneeanseenseesseesseeanseanseenseenseenneeanen 5.4% 4.7% 4.3%
Housing prices, year-on-year change . 2.6% 3.6% 5.4%
Private consumption, growth .............. 1.4% 2.1% 2.7%
GDP growth ....... 1.5% 2.0% 2.2%
KEY INEEIEST FALE ...ttt sttt ettt e e et e et na 7.6% 6.8% 5.6%
Optimistic Pessimistic
2026 2027 2028 2026 2027 2028
Unemployment rate ..........c.ccccceenen. 4.6% 3.2% 3.6% 7.0% 6.4% 5.1%
Housing prices, year-on-year change ...........ccccccevvieeeniineniieeeneennn 4.5% 9.7% 7.8% 0.7% -0.5% 2.8%
Private consumption, growth ............coocceeiiiiieiieiieee e 3.5% 3.1% 3.0% -0.8% 0.0% 2.0%
GDP GroWth ..ot 3.6% 3.0% 2.6% -1.1% 0.3% 1.9%
Key interest rate ..........ooocoeoiiiiiiiii e 7.4% 6.4% 5.2% 7.7% 7.2% 6.0%

Sensitivity analysis

Regarding macroeconomic outlook, see Note 4, Material accounting estimates and judgements. The Group calculates loss for three
different scenarios, optimistic, neutral and pessimistic and the loss allowance is the weighted average of the results. As a sensitivity
analysis, it can be noted that the loss allowance in stage 1 and 2 for each of these scenarios separately is ISK 2.3 billion, ISK 4.4 billion
and ISK 10.8 billion for the optimistic, base case and pessimistic scenarios, respectively (31.12.2025: ISK 2.2 billion, ISK 4.0 billion and
ISK 9.1 billion, respectively).

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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45. Credit risk, continued

Forbearance

4

The Group grants forbearance measures to facilities where the customer is facing temporary difficulties and needs measures which would
not generally be available to customers. These forbearance measures include refinancing and renegotiations of loan terms, including loan
extensions and adjustment of the payment schedule. After forbearance measures have been granted, the facility is classified as forborne
for a period of at least 24 months. The forborne classification is not removed until the customer has demonstrated repayment capacity.

30.6.2026

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026

Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
carrying Loss carrying Loss carrying Loss carrying Loss
amount allowance amount  allowance amount  allowance amount  allowance
6,112 (26) 4,143 (100) 5,805 (676) 16,060 (802)
5,009 (28) 21,175 (479) 12,764 (2,676) 38,948 (3,183)
11,121 (54) 25,318 (579) 18,569 (3,352) 55,008 (3,985)
5,566 (15) 3,350 (53) 5,963 (678) 14,879 (746)
4,322 (31) 16,552 (302) 11,420 (3,351) 32,294 (3,684)
9,888 (46) 19,902 (355) 17,383 (4,029) 47,173 (4,430)
Amounts are in ISK millions
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46. Market risk

Market risk is the current or prospective risk that changes in financial market prices and rates adversely affect the Group's earnings and
equity due to changes to the value and cash flows of its assets and liabilities.

Market risk arises from imbalances in the Group's statement of financial position as well as in market making activities and position taking
in bonds, equities, currencies, derivatives and other commitments which are marked to market.

The Group tracks market risk closely and separates its exposures for the trading book and the banking book. Market risk in the trading
book arises from market making activities and non-strategic derivatives positions arising from the Group's operations of meeting
customers' investment and risk management needs. Market risk in the banking book arises from various mismatches in assets and
liabilities in e.g. currencies, maturities and interest rates. Market risk in the trading book and in the banking book is managed separately.

Market risk allowance is set by the Board in the Bank's risk appetite and limit frameworks are in place for each trading desk. The Asset and
Liability Committee (ALCO) is responsible for managing the Bank's overall market risk. Risk Management is responsible for measuring and
monitoring market risk exposure, and reporting the exposure, usage and limit breaches.

The Group manages and limits market risk exposure in accordance with its risk appetite and strategic goals for net profit.

Interest rate risk

Interest rate risk arises from the possibility that changes in market rates adversely affect net interest income and fair value of interest-
bearing instruments on the Group's statement of financial position. The Group's operations are subject to interest rate risk due to
mismatches in the fixing of interest rates between assets and liabilities, resulting in a repricing risk for the Group. The Group also faces
interest basis risk between interest-bearing assets and interest-bearing liabilities due to different types of floating-rate indices in different
currencies.

The Group's interest rate risk for foreign currencies is limited as foreign denominated assets predominantly have short fixing periods and
the Group generally applies fair value hedging for its foreign denominated fixed rate borrowings. For domestic rates, longer fixing periods
are more common.

The interest rate fixing profile for non-indexed assets and liabilities is largely matched and the duration of fixing has generally shortened as
the bulk of fixed rate mortgages have been reset in 2024 to 2025 with the majority of customers refinancing to indexed loans as they offer
lower monthly payments. The fixing duration of indexed liabilities is however greater than that of indexed assets, as covered bonds are
fixed rate while indexed loans are predominantly floating rate.

Interest rate risk

The following table shows the Group's interest-bearing assets and liabilities by interest fixing periods. The figures for loans to customers
and borrowings are shown on a fair value basis, see Note 26, and are therefore different from the amounts shown in these Consolidated
Financial Statements. Defaulted loans are presented at book value, which is based on the value of the underlying collateral, and are
therefore assumed to be independent of interest adjustment periods and placed in the 'Up to 3 months' category.

30.6.2026 Upto3 3-12 1-5 5-10 Over 10
Assets months months years years years Total
Balances with Central Bank .............cooouueeiiiiiiiiiiiieeeeeeeieeee e 114,477 - - - - 114,477
Loans to credit institutions ...........c.ooooviiiiiiiii e 24,715 - - - - 24,715
LoaNnSs t0 CUSIOMETS .....ooiiiiiiiiiiiee e 918,118 209,708 271,894 1,146 8,603 1,409,469
Bonds and debt instruments .............cccccooiiiiiiiiii i 74,794 79,703 35,167 9,547 5,763 204,974
Bonds and debt instruments used for hedging ...........cccccvieverineene - - 2,749 2,398 983 6,130
DEIVALIVES ....oveeeeiieiiiee e 121,909 92,602 193,882 43,143 - 451,536
X7 £ PSRN 1,254,013 382,013 503,692 56,234 15,349 2,211,301
Liabilities

Due to credit institutions and Central Bank .............cccoooovvuveerenenn. 9,329 - - - - 9,329
DEPOSIES ..eevieeiiiie ettt 973,435 7,887 - - - 981,322
Derivatives . 354,605 88,313 4,000 - - 446,918
Borrowings 49,089 64,588 329,638 71,277 13,292 527,884
Subordinated liabilities ...........ccceeveeeiiiieee e 3,347 - 34,665 - 12,101 50,113
Liabilities 1,389,805 160,788 368,303 71,277 25,393 2,015,566
Net interest gap ........cccovimiriiminnn (135,792) 221,225 135,389 (15,043) (10,044) 195,735
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46. Market risk, continued

31.12.2025 Upto3 3-12 1-5 5-10 Over 10

Assets months months years years years Total
Balances with Central Bank .............c.ccoveeiiiiiiiiiiiiiieeeeeeeiciee e, 150,111 - - - - 150,111
Loans to credit institutions ... 22,567 - - - - 22,567
Loans to customers ........... . 914,513 158,023 242,825 5,328 8,515 1,329,204
Bonds and debt instruments ........................ . 56,829 56,544 45,016 7,406 5,190 170,985
Bonds and debt instruments used for hedging .........cccccooevviieeeenne 451 41 328 627 285 1,732
DEMVALIVES .o 139,972 131,248 110,295 44,184 - 425,699
ASSELS ..o 1,284,443 345,856 398,464 57,545 13,990 2,100,298
Liabilities

Due to credit institutions and Central Bank ...........cccccoceiiiiicennenne 12,003 - - - - 12,003
DEPOSIES ettt 912,492 8,690 - - - 921,182
DErVAIVES .. 329,767 83,102 9,138 - - 422,007
Borrowings .............. . 31,840 159,158 243,888 53,241 13,084 501,211
Subordinated liabilities .............coeeiiiiiiiiie 3,635 - 34,327 868 11,731 50,461
Liabilities ....covvvriiiiiiiieirs e ————— 1,289,637 250,950 287,353 54,109 24,815 1,906,864
Net interest gap .......cccovimiriiriniri (5,194) 94,906 111,111 3,436 (10,825) 193,434

Sensitivity analysis of interest rate risk

The following table shows the sensitivity of the Group's net present value (NPV) of interest-bearing assets and liabilities, due to changes in
interest rates by currencies. The variation is calculated on the basis of simultaneous parallel shifts upwards or downwards of yield curves.
The choice of shifts is not an estimate of risk likelihood. Behavioral maturities are taken into account in the NPV calculations, including
prepayment likelihood and expected behavior of non-maturing deposits. The Bank's behavioral models were last updated in Q4 2025.

30.6.2026 31.12.2025

NPV change in the banking book -100 bps +100 bps -100 bps +100 bps
ISK, CPI index-linked ... . (1,916) 1,868 (1,781) 1,728
ISK, NON iNAEX-IINKEA ...t 1,311 (1,260) 638 (610)
FOrEIgN CUITENCIES ... .ttt et e et e et e e st e e st eeeneeeanneeenns 155 (152) 45 (35)
NPV change in the trading book

ISK, CPIINAEX-NNKEA ...ttt 256 (233) 215 (194)
ISK, NON iNAEX-IINKEA ...ttt ettt e e e e naeeenneeeenees 475 (447) 339 (317)
FOr@IgN CUITENCIES ... .ottt et et e e e e e e (30) 30 (37) 37
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46. Market risk, continued

Indexation risk

A significant part of the Group's statement of financial position is linked to the Icelandic Consumer Price Index (CPI). For index-linked
instruments, principal and interest payments are adjusted proportionally to the CPI. The Group is exposed to indexation risk as indexed
assets exceed indexed liabilities. Financial instruments held for liquidity or market making purposes are assumed to be on demand. A
difference of -0.1pp between the expected and actual change in CPI from one month to the next would negatively affect the net interest
income by ISK 243 million.

Book value and maturity profile of indexed assets and liabilities

30.6.2026 Upto1 1to5 Over 5

Assets, CPI index-linked year years years Total
(o= T EoR (Y eIU ] (o] 4 U= =N 27,122 144,819 384,021 555,962
Financial iNSIrUMEBNES ........coooiiiiiee et e et eeeeeeees 5,195 8,939 5,024 19,158
Off-balance sheet POSItION ........cccuiiiiiiii e - 3,019 - 3,019
Assets, CPlindex-linKed ..........cccoociiiiiiiiiiiiesr e 32,317 156,777 389,045 578,139

Liabilities, CPI index-linked

[T oo T | R 119,022 12,958 4,544 136,524
Borrowings ............... 13,991 122,935 37,711 174,637
Subordinated liabilities . - - 22,666 22,666
(43T PSR SOPRPRRN - - 1,271 1,271
Liabilities, CPl indeX-linKed ...........ccccoiiiiiiiiiiiiiiiiine e e 133,013 135,893 66,192 335,098
Net on-balance sheet POSItION ...........uiiiiiiiiiii e (100,696) 17,865 322,853 240,022
Net off-balance sheet POSItION ..........cccuuiiiiiiii e - 3,019 - 3,019

CPI balance (100,696) 20,884 322,853 243,041

CPI balance for prudential consolidation, excluding insurance operations * ............... (101,787) 19,793 317,908 235,914
31.12.2025

Assets, CPI index-linked

LOANS 10 CUSIOMIEIS ....coviiiiiiieeeeeee ettt e e e e et eeeaees 24,567 119,753 376,058 520,378
FIiNanCial INSIIUMEBNES .......cooiiiieie et e e e e e et e e e e eeeens 6,335 8,772 5,137 20,244
Assets, CPlindex-liNKed ... s e 30,902 128,525 381,195 540,622

Liabilities, CPI index-linked

Deposits ... 118,029 12,687 4,371 135,087

Borrowings 20,522 118,169 18,782 157,473
Subordinated abIlItIES ...........c.vuiiiieiiiiie e - - 21,803 21,803
- - 1,243 1,243

4,241 - - 4,241

142,792 130,856 46,199 319,847

Net on-balance sheet POSItION ............eiiiiiiiiii e (107,649) (2,331) 334,996 225,016
Net off-balance sheet POSItION ..........cooiiiiiiiie e (4,241) - - (4,241)
L0 2 I o T 1 T TS (111,890) (2,331) 334,996 220,775
CPI balance for prudential consolidation, excluding insurance operations * ............... (114,555)  (10,663) 329,939 204,697

* Consolidated situation as per EU Regulation No 575/2013 (CRR)
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Currency risk

Notes to the Condensed Consolidated Interim Financial Statements

Currency risk is the risk of loss due to adverse movements in foreign exchange rates. The Group is exposed to currency risk through a
currency mismatch between assets and liabilities. Net exposures per currency are monitored centrally in the Bank.

Breakdown of assets and liabilities by currency

30.6.2026
Financial assets ISK EUR uUsbD GBP DKK NOK Other Total
Cash and balances with CB ..................... 113,917 259 120 101 - 21 59 114,477
Loans to credit institutions ...........cccccceee. 252 9,386 10,560 1,333 1,348 699 1,137 24,715
Loans to customers ........ ... 1,123,689 193,206 54,170 2,052 33,730 2,770 8,038 1,417,655
Financial instruments ... 131,982 83,352 18,393 230 92 16,288 4,089 254,426
Other financial assets .. 12,616 2,087 372 1 243 2 2 15,323
Financial assets ........cccccccvveveeesceerscnnennns 1,382,456 288,290 83,615 3,717 35,413 19,780 13,325 1,826,596
Financial liabilities
Due to credit inst. and Central Bank ......... 2,630 5,662 243 761 - - 33 9,329
DEPOSItS ..eevvveeiiiie e 869,191 40,144 58,491 7,595 1,506 3,109 1,286 981,322
Financial liabilities at fair value ................. 773 1,861 148 - 737 99 34 3,652
Other financial liabilities ..............ccccccve... 12,199 3,187 9,556 477 539 441 367 26,766
Borrowings ............... 206,486 245,491 6,067 - - 32,666 32,551 523,261
Subordinated liabilities 24,914 - 15,470 - - - 2,937 43,321
Financial liabilities ........c..ccccuveverrcceerennes 1,116,193 296,345 89,975 8,833 2,782 36,315 37,208 1,587,651
Net on-balance sheet position .................. 266,263 (8,055) (6,360) (5,116) 32,631 (16,535)  (23,883)
FX assets with underlying ISK bonds ....... 7,185 (7,185) - - - - -
Net off-balance sheet position .................. (32,715) 14,961 5,599 4,946 (32,390) 16,432 23,167
Net position * .......ccccvecieicieencceeeceeeenes 240,733 (279) (761) (170) 241 (103) (716)
Non-financial assets
Investment property ..........c.ccococeiiiiinnn. 7,538 - - - - - - 7,538
Investments in associates ............ccccce...... 788 - - - - - - 788
Intangible assets ..........cccoocvviiiiiiiiiiieenn, 7,345 - - - - - - 7,345
Tax aSSets ....ccvvevveeiiiiiiiie e 2 - - - - - - 2
Assets and disposal groups

held for sale ..........cooooveeeeiiiiiiiieecies 81 - - - - - - 81
Other non financial assets ........................ 5,729 284 137 54 - 23 (2) 6,225
Non-financial S (e 21,483 284 137 54 - 23 (2) 21,979
Non-financial liabilities and equity
Tax liabilities .........cccoceevveiiiieeeeceees - - - - - - 15,490
Other non-financial liabilities .................... 108 18 2 2 1 6 35,080
Shareholders' equity .........c.cccceviiiiiiiienns - - - - - - 210,284
Non-controlling interest ............ccccoeineeen. - - - - - - 70
Non-financial liabilities and equity 108 18 2 2 1 6 260,924
Management reporting

of currency risk ** .......ocooevevcervriennnnes 1,429 (103) (642) (118) 239 (81) (724)

* The net position of the currency risk is presented in accordance with IFRS.

** Management monitors currency risk with more assets and liabilities underlying as it is considered to be a more accurate measurement of the Group's currency
exposure. The net position, as seen by management, is the position used for managing the currency imbalance.

Arion Bank Condensed Consolidated Interim
Financial Statements 30 June 2026

63

Amounts are in ISK millions



46. Market risk, continued

30.6.2025

Financial assets

Cash and balances with CB ......................
Loans to credit institutions ...........cccccceee.
Loans to customers ........
Financial instruments ...
Other financial assets ..

Financial assets ...........cccccvviiiiinennnnnnnee

Financial liabilities

Due to credit inst. and Central Bank .........
DEPOSIES ...vvvieeiiiiiiiieeieee e
Financial liabilities at fair value .................
Other financial liabilities .............ccccceeenn.
Borrowings ...............

Subordinated liabilities

Financial liabilities ............cccecvvriniiinnnens

Net on-balance sheet position ..................
Net off-balance sheet position ..................

Net position * ...

Non-financial assets

Investment property ........
Investments in associates .......................
Intangible assets ........c.cccocoiiiiieiiiiiiee.
TaX ASSELS ...uvvvvrvriiiiiiiiiiiiiiieeeeeeee s
Assets and disposal groups

held for sale ..........cccooveeeiiiiiiiiieeeiiias
Other non financial assets .............ccccuee.

Non-financial S i

Non-financial liabilities and equity

Tax liabilities .............
Other non-financial liabilities ....................
Shareholders' equity ..........cccocereviriiiiiens
Non-controlling interest ...........c.ccoeoeeenen.
Non-financial liabilities and equity ........
Management reporting

‘.V
- - - - "‘k
Notes to the Condensed Consolidated Interim Financial Statements
ISK EUR uUsD GBP DKK NOK Other Total
149,766 167 56 52 - 21 49 150,111
643 7,912 9,351 1,722 1,313 278 1,348 22,567
. 1,066,903 181,591 42,317 2,250 31,848 2,729 1,418 1,329,056
123,312 51,321 4,205 242 78 19,952 16,706 215,816
15,611 324 990 103 2 1 - 17,031
1,356,235 241,315 56,919 4,369 33,241 22,981 19,521 1,734,581
6,075 3,556 1,560 770 - - 42 12,003
829,869 37,421 40,081 5,024 5,106 2,640 1,041 921,182
1,289 1,720 18 17 7 63 15 3,129
6,277 3,023 1,781 181 245 66 219 11,792
188,973 251,999 5,908 - - 21,347 26,596 494,823
24,052 753 15,635 - - - 3,078 43,518
1,056,535 298,472 64,983 5,992 5,358 24,116 30,991 1,486,447
299,700  (57,157)  (8,064)  (1,623) 27,883 (1,135)  (11,470)
(52,267) 58,964 7,865 1,881 (28,441) 1,101 10,897
247,433 1,807 (199) 258 (558) (34) (573)
7,305 - - - - - - 7,305
760 - - - - - - 760
7,533 - - - - - - 7,533
2 - - - - - - 2
98 - - - - - - 98
4,981 311 63 104 - 27 - 5,486
20,679 311 63 104 - 27 - 21,184
12,894 - - 89 - - - 12,983
38,827 103 12 - - - 2 38,944
217,327 - - - - - - 217,327
64 - - - - - - 64
269,112 103 12 89 - - 2 269,318
(1,000) 2,015 (148) 273 (558) %) (575)

of currency risk ** .......ccccevivinrniinnnnnns

* The net position of the currency risk is presented in accordance with IFRS.

** The management monitors currency risk with more assets and liabilities underlying as it is considered to be a more accurate measurement of the Group's

currency exposure. The net position, as seen by the management, is the position used for managing the currency imbalance.
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46. Market risk, continued

Sensitivity analysis for currency risk

The table below indicates the currencies to which the Group had significant exposure at the end of the period. The analysis calculates the
effect of a reasonably possible movement of the currency rate against the ISK, with all other variables held constant, on the Consolidated
Income Statement (due to the fair value of currency sensitive non-trading monetary assets and liabilities). A negative amount in the table
reflects a potential net reduction in the Consolidated Income Statement or equity, while a positive amount reflects a net potential increase.
An equivalent decrease in each of the below currencies against the ISK would have resulted in an equivalent but opposite impact (+10%
denotes a depreciation of the ISK).

30.6.2026 31.12.2025
Currency -10% +10% -10% +10%
BUR oottt 10 (10) (202) 202
(15 ST PSR PRORUSIRIN 64 (64) 15 (15)
(1 SRS SOPERRRRRNY 12 (12) (27) 27
DK ettt h et b R a e b e b e Rt Rt et bt Rt e n e e b e Rt bt e beebeene et e e eas (24) 24 56 (56)
NOK oot e e e et 8 (8) 1 )
(@131 SO PO U UURRSPP 72 (72) 58 (58)

Equity risk

Equity risk is the risk that the fair value of equities decreases. For information on assets seized and held for sale and equity exposures, see
Notes 31 and 25 respectively.

Sensitivity analysis for equity risk

The analysis below calculates the effect of a reasonable possible movement in equity prices that affect the Consolidated Financial
Statements. A negative amount in the table reflects a potential net reduction in the Consolidated Income Statement or equity, while a
positive amount reflects a potential net increase. Investments in associates are excluded. The result of value-at-risk calculations for the
trading book are shown in the Group's Pillar 3 Risk Disclosures.

30.6.2026 31.12.2025
Equity -10% +10% -10% +10%
Trading DOOK = [ISEA ........iiiiiiiee e (343) 343 (367) 367
Banking DOOK = lISEEA ........eeeiiieiiee e e (723) 723 (759) 759
Banking book = UNIISEEA ...........uuiiiiieiiiiee e (488) 488 (594) 594

Derivatives

Derivatives are a part of the Group's customer product offering. The types of derivatives currently offered are forward contracts, swaps and
options. Eligible underlying market factors are interest rates, foreign exchange rates, equities and commodities. Exposure limits, hedging
requirements and collateral requirements are determined in accordance with the Group's risk appetite and monitored by Risk Management
on a daily basis. The Group also uses derivatives to hedge market risk on its statement of financial position. Note 26 provides a breakdown
of the Group's derivative positions by type.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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47. Liquidity and Funding risk

Liquidity risk is the risk that the Group, though solvent, either does not have sufficient financial resources available to meet its liabilities
when they fall due, or can secure them only at excessive cost. Liquidity risk arises from the inability to manage unplanned decreases or
changes in funding sources.

A primary source of funding for the Group is deposits from individuals, businesses and financial undertakings. The Group's liquidity risk
stems from the fact that the maturity of loans exceeds the maturity of deposits, of which 69% is on-demand.

Liquidity risk is one of the Group's most significant risk factors and a great deal of emphasis is placed on managing it. The Asset and
Liability Committee (ALCO) is responsible for managing liquidity and funding risk within the risk appetite set by the Board of Directors. The
Bank's Treasury manages liquidity positions on a day-to-day basis. Risk Management measures, monitors and reports the Bank's liquidity
and funding risk on a daily basis.

The Group's strategy in relation to liquidity risk is to actively manage its liquidity positions and risks to meet payment and settlement
obligations on a timely basis under both normal and stressed conditions. The Group seeks to maintain a stable funding profile which
supports its business strategy and liquidity profile, ensuring that the Group can withstand periods of market turbulence, without reliance on
volatile funding or external support.

Maturity analysis of assets and liabilities

The maturity analysis is based on contractual cash flows. The amounts are not discounted and include future interest payments, but CPI-
linked amounts do not include accrued indexation due to future inflation. The total amount for each item is higher than the corresponding
amount on the Group's statement of financial position, since the amounts on the balance sheet are either at amortized cost and do not
contain future interest payments, or at fair value where future cash flows have been discounted.

Contractual cash flows differ in many ways from expected cash flows. The difference is most significant for deposits on the liability side and
bonds on the asset side. Deposits are always assumed to be withdrawn at the earliest possible date, despite the fact that a large part of the
deposit base is considered to be stable funding where behavioral maturity considerably exceeds contractual maturity. Furthermore,
although contractual cash flows are presented for bonds held by the Bank, a large portion of the bonds are a part of the Bank's liquidity
buffer and are considered to be highly liquid and can be sold or pledged to the Central Bank of Iceland and thus converted into cash at
very short notice.

Contractual cash flow of assets and liabilities

30.6.2026 On Upto3 3-12 1-5 Over 5 With no Book
Financial assets demand months months years years maturity Total value
Cash and balances with CB .................... 20,693 61,092 32,691 - - - 114,476 114,477
Loans to credit institutions ........................ 21,524 3,184 - 7 - - 24,715 24,715
Loans to customers ............ccooovvvieeeeeenn. 8,755 244,035 239,848 611,666 1,255,331 - 2,359,635 1,417,655
Financial instruments ............ccccccoveiiinnes 21,150 79,047 55,362 63,103 12,289 35,541 266,492 254,426
Derivatives - assets leg . . - 43,850 4,868 30,800 9,952 - 89,470 67,961
Derivatives - liabilities I8g ..............cc.......... - (37,564) (5620)  (27,080) (8,536) - (78,800) (60,180)
Other financial instruments .......................... 21,150 72,761 56,114 59,383 10,873 35,541 255,822 246,645
Other financial assets ............ccccoeeeeieennnn. 434 10,056 863 3,686 284 - 15,323 15,323
Financial assets ..........ccccccvevviicneernnnnnns 72,556 397,414 328,764 678,462 1,267,904 35,541 2,780,641 1,826,596
Financial liabilities
Due to credit inst. and Central Bank ......... 2,869 6,462 - - - - 9,331 9,329
DEPOSILS ..eevvveveeiiieeiiie e 677,635 269,910 18,425 13,607 5,654 - 985,231 981,322
Financial liabilities at fair value .. - 1,579 500 393 - - 2,472 3,652
Derivatives - assets leg ....... . - (51,721)  (9,074)  (66,102) - - (126897)  (106,743)
Derivatives - liabilities leg .......................... - 53,300 9,574 66,495 - - 129,369 110,366
Short pos. in boNds ...........c.ceeeeeeeeeeeeeeeennn. - 29 - - - - 29 29
Other financial liabilities .......................... 226 24,667 740 1,133 - - 26,766 26,766
BOIrOWINGS ....ooveiiiiiieieieceee e - 6,043 67,913 430,395 83,904 - 588,255 523,261
Subordinated liabilities ............cccccevniinnes - 1,031 2,149 24,847 33,159 - 61,186 43,321
Financial liabilities ...........ccccvvevriiiiinnns 680,730 309,692 89,727 470,375 122,717 - 1,673,241 1,587,651
Net position for assets and liab. ........... (608,174) 87,722 239,037 208,087 1,145,187 35,541 1,107,400 238,945
Off-balance sheet items
Financial guarantees ............cccococeeviiinenns - 1,225 5,815 7,043 9,134 - 23,217 23,217
Unused overdraft ...........cccoeeeeeiiiiiiiieeeees - 87,618 - - - - 87,618 87,618
Undrawn loan commitments ... - 47,214 22,647 12,789 - - 82,650 82,650
Off-balance sheet items ...........cccccevuuenees - 136,057 28,462 19,832 9,134 - 193,485 193,485
Net contractual cash flow ...................... (608,174)  (48,335) 210,575 188,255 1,136,053 35,541 913,915 45,460
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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47. Liquidity and Funding risk, continued
31.12.2025 On Upto3 3-12 1-5 Over 5 With no Book
Financial assets demand months months years years  maturity Total value
Cash and balances with CB ..................... 31,371 85,137 33,603 - - - 150,111 150,111
Loans to credit institutions ........................ 20,222 2,342 3 - - - 22,567 22,567
Loans to customers ............cocoevvviiieeenenn. 6,193 194,928 206,108 606,114 1,213,624 - 2,226,967 1,329,056
Financial instruments ............ccccceeviiieennns 11,733 58,312 42,035 71,729 7,049 34,475 225,333 215,816
Derivatives - asSetS 18q ..........covvvereereereen.. - 54,751 38,482 38,081 - - 131,314 107,477
Derivatives - liabilities 1eg ..................c.c....... - (50,757) (33,310) (35,221) - - (119,288) (98,853)
Other financial instruments .. . 11,733 54,318 36,863 68,869 7,049 34,475 213,307 207,192
Other financial assets ............cccoeeeeeeennnnee. 689 12,358 413 3,232 339 - 17,031 17,031
Financial assets ......c...cccccceveriiiccneennnnnnns 70,208 353,077 282,162 681,075 1,221,012 34,475 2,642,009 1,734,581
Financial liabilities
Due to credit inst. and Central Bank ......... 6,405 5,602 - - - - 12,007 12,003
[DLT o oL | S 615,915 174,863 115,497 13,319 5,441 - 925,035 921,182
Financial liabilities at fair value ................. - 1,960 2,065 (187) (115) - 3,723 3,129
Derivatives - assets I8g ..........c.cccuvecvreeennn. - (65,157) (5,397) (7,097) (10,138) - (87,789) (78,261)
Derivatives - iabilities 18g ......vvvvv.vvveeevrrr. - 67,117 7,462 6,910 10,023 - 91,512 81,390
Short position in bonds used for hedging .... - - - - - - - -
Other financial liabilities ............c.ccccecuee. 183 9,545 900 1,164 - - 11,792 11,792
BOIMOWINGS ....vvieiieecieeeee e - 6,366 162,564 315,285 66,226 - 550,441 494,823
Subordinated liabilities ...............ccccceeuneenn - 1,071 2,103 25,566 33,759 - 62,499 43,518
Financial liabilities ........cccccceeceerreiccnees 622,503 199,407 283,129 355,147 105,311 - 1,565,497 1,486,447
Net position for assets and liab. ........... (549,947) 198,007 45,635 323,315 1,162,593 35,541 1,215,144 248,134
Off-balance sheet items
Financial guarantees .............cccccceeeninnnees - 2,344 10,034 3,865 9,207 - 25,450 25,450
Unused overdraft ................ .. - 90,187 - - - - 90,187 90,187
Undrawn loan commitments ... .. - 38,891 29,913 16,525 - - 85,329 85,329
Off-balance sheet items ..........cccceccueennne - 131,422 39,947 20,390 9,207 - 200,966 200,966
Net contractual cash flow ...................... (552,295) 22,248 (40,914) 305,538 1,106,494 34,475 875,546 47,168

Net Stable Funding Ratio

The Net Stable Funding Ratio (NSFR) measures the amount of available stable funding (ASF) with the Group against the required stable
funding (RSF) as per the definition of the Central Bank of Iceland rules No. 750/2021. In general, RSF is determined by applying different
weights to different asset classes depending on the level of liquidity. ASF however is calculated by applying weights to the Group's
liabilities depending on maturity and stickiness. The NSFR in total shall exceed 100%.

The NSFR calculations are based solely on figures for the parent company. The Bank's subsidiaries have negligible impact on the funding

ratio.
30.6.2026 31.12.2025
Available Stable fUNTING ....cooeii ettt ettt e et e st e e bt e e a et e et e e 1,454,532 1,319,265
Required stable funding .... . 1,193,952 1,115,682
Net stable funding ratio ... —————————————————————————————— 122% 118%
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions

Financial Statements 30 June 2026 67



Notes to the Condensed Consolidated Interim Financial Statements

47. Liquidity and Funding risk, continued

Liquidity coverage ratio

The Liquidity Coverage Ratio (LCR) is one of the standards introduced in the Basel Ill Accord. The LCR is the result of a stress test that is
designed to ensure that banks have the necessary assets on hand to withstand short-term liquidity disruptions. More precisely, LCR
represents the balance between highly liquid assets and the expected net cash outflow of the Group in the next 30 days under stressed
conditions.

To qualify as highly liquid assets under the LCR rules, assets must be non-pledged, liquid and easily priced on the market, traded on an
active market and not issued by the Group or related entities.

The minimum requirement for the total LCR is 100%, while the requirement for the LCR in ISK is 50% and 80% in EUR. There is no
minimum requirement for the aggregate position in all foreign currencies.

The following table shows the breakdown for the Group's LCR calculations.

Total all
30.6.2026 ISK EUR currencies
[T U o = EoE Y=Y (S 1 =Y SRS 176,031 81,505 292,376
LiQUId @SSEES IEVEI 2 ..ottt e e et e e et a e e e e e b areaeeeenaee 12,484 - 12,484
LI T T ToT =T 188,515 81,505 304,860
[T o013 £ R 137,147 13,255 181,757
Borrowings ........... 391 - 852
Other Cash OUTIOWS .........oooeeiieee et neenemennennnnnes 8,555 7,336 15,450
L= =] I T U o 146,093 20,591 198,059
Short-term deposits With 0ther banks ** ... - 12,299 24,890
(@] 1T or= YT A ] 1[0 1= 32,477 7,737 44,534
L0 1= o T T 1 1031 USSP 32,477 20,036 69,424
Liquidity coverage ratio (LCR) *** ...t s 166% 1583% 237%
31.12.2025
LiQUIA @SSEES IEVEI 1 ¥ oottt e e e ettt e e e e ettt e e e s e bbbt e e e e e ettt e e e e e e nraeeeeeans 205,171 47,836 290,759
LiQUid @SSEES IEVEI 2 ..ttt e e e e s 11,898 - 11,898
Lo U T 217,069 47,836 302,657
[ 7= oo 1] £ PP PRRR 146,016 11,987 180,284
BOITOWINGS .ttt e e ettt e e e e e et e e e e e et bttt e e e s see et e e e e e e n e e e e e eannee 376 - 598
(@] (V=T o= 1] o W10 1oLV 9,395 9,014 16,668
Cash outflows 155,787 21,001 197,550
Short-term deposits With 0ther banks ** ..o - 4,874 18,089
(@] (Y=Yl or=1] o I TaYi [0 TN 24,805 2,917 31,822
L0 1= o T T 0 103 P 24,805 7,791 49,911
Liquidity coverage ratio (LCR) *** 166% 362% 205%

* Level 1 assets include the Group's cash and balances with the Central Bank, domestic bonds eligible as collateral at the Central Bank, ClUs with domestic bonds
underlying and foreign government bonds which receive 95-100% weight.

** Short-term deposits with other banks are defined as cash inflows in LCR calculations.

*** LCR is defined as: LCR = Weighted liquid assets / (weighted cash outflows - weighted cash inflows) where weighted cash inflows are capped at 75% of
weighted cash outflows.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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47. Liquidity and Funding risk, continued
Composition of liquid assets
The following table shows the composition of the Group's liquidity buffer.
30.6.2026 ISK UsD EUR Other Total
Cash and balances with Central Bank ...........cccoooiiiiiiiiiiiiiiiiiiice e 113,917 120 259 181 114,477
Short-term deposits with financial institutions .............ccccoiviiiiinie - 8,837 12,299 3,754 24,890
Domestic bonds eligible as collateral with Central Bank and CIUs ................... 76,802 - 7,198 - 84,000
Foreign government DONAS ...........oiiiiiiiiiiiie e - 16,371 74,408 18,169 108,948
LiQUIItY FESEIVE ...t s e see s s s e n e nn s 190,719 25,328 94,164 22,104 332,315
31.12.2025
Cash and balances with Central Bank ...........cccoooiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeees 149,766 56 167 122 150,111
Short-term deposits with financial institutions .............ccccooiiieiiiiniie - 9,271 4,874 3,944 18,089
Domestic bonds eligible as collateral with Central Bank and CIUs ................... 69,404 - - - 69,404
Foreign government bONAS ...........oiiiiiiiiiiiiii e - 3,762 47,669 33,811 85,242
LiQUIItY F@SEIVE ...t s e sne s s 219,170 13,089 52,710 37,877 322,846

LCR deposit categorization

As per the LCR methodology, the Group's deposit base is split into different categories depending on customer type. A second
categorization is used where term deposits refer to deposits with residual maturity greater than 30 days. Deposits that can be withdrawn
within 30 days are marked stable if the customer has a business relationship with the Group and the amount is covered by the Deposit
Insurance Scheme. Other deposit funds are considered less stable. A weight is attributed to each category, representing the expected
outflow under stressed conditions, i.e. the level of stickiness.

The table below shows the breakdown of the Group's deposit base according to the LCR categorization, with the associated weighted
average of the stressed outflow weights.

LCR categorization - amounts and LCR outflow weights Deposits maturing within 30 days

Less Weight Weight Term Total
30.6.2026 stable % Stable % deposits*  deposits
Individuals .........ccoceveeiiiiiniennn. . 174,685 1% 142,979 5% 203,967 521,631
Small and medium enterprises 128,715 12% 19,563 6% 33,990 182,268
Operational relationship ...........cccoooeiiiiiiiii e 7,152 25% - - - 7,152
[O70T 4o Yoy i o =S 117,785 41% 17,327 21% 24,325 159,437
Sovereigns, central banks and PSE ...........ccccooiiiiiiiiiiicec, 11,611 40% 1 20% 548 12,170
Pension fUNAS ........cooiiiiiiiecee e 61,705 100% - - 19,733 81,438
Domestic financial entities ............ccooooviiiiiieeeiiiee e 16,450 100% - - 2,673 19,123
Foreign financial entities ............cccoovveiiiieiiiee e 970 100% - - - 970
== 1 PP 519,073 179,880 285,236 984,189
31.12.2025
INAIVIAUAIS ..ot e e 142,436 12% 136,146 5% 200,648 479,230
Small and medium enterprises ..........cccocveeviieeiiie e 119,944 12% 19,563 5% 30,998 170,505
Operational relationship .. . 4,950 25% - - - 4,950
[O70T 4o Yoy i o -SRI 102,657 41% 17,125 20% 28,642 148,424
Sovereigns, central banks and PSE ...........ccccooiiiiiiiiiiicec, 16,229 40% 15 20% 1,051 17,295
Pension fUNAS ........cooiiiiiiiie e 62,076 100% - - 18,442 80,518
Domestic financial entities ............cccoooviiiiieieeiiieee e 23,521 100% - - 1,069 24,590
Foreign financial entities .............cccooiiiiiiiii i 2,071 100% - - - 2,071
TOtAl .. ———————— 473,883 172,849 280,850 927,583
* Here term deposits refer to deposits with maturities greater than 30 days.
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48. Capital management

Capital adequacy

The focus of capital management at the Group is to normalize the capital structure in the medium term and consequently maintain the
Group's capitalization comfortably above regulatory requirements, including the Pillar 2 and combined capital buffer requirements.

The Group's capital ratios are calculated in accordance with the Icelandic Financial Undertakings Act No. 161/2002 with later changes,
through which CRD V and CRR Il have been adopted. The Group applies the standardized approach to calculate capital requirements for
credit risk, including counterparty credit risk, and market risk and the basic approach for credit valuation adjustment risk.

The Group's consolidated situation as stipulated in CRR is the Group's accounting consolidation excluding insurance subsidiaries, in
particular Vordur.

30.6.2026 31.12.2025
Own funds

Total equity 210,354 217,391

Non-controlling interest not eligible for inclusion in CET1 capital ........cccueiiiiiiiiiieie e (70) (64)
Common Equity Tier 1 capital before regulatory adjustments ...........ccocccririiirinini s 210,284 217,327
g ez gL ] o] LoIR= EE Y= PSRRI (7,101) (7,273)
Additional value adjUSTMENLS ..ottt ettt et e ettt e e e e na e e e an et e e aaeeeans (267) (228)
Foreseeable dividend and buyback * .. . (10,418) (20,313)
Insufficient coverage for NON-performMing EXPOSUIES ........ccuiiiiiiiiiiieiiie et st e e e e e s e e s e e st e e seeeeaneee (320) (314)
Common Equity Tier 1 capital ........ccccvmiieiicc e 192,178 189,199
PN o) ioT g F= 1 =Y g o= T o - | EPP S PPPRPI 15,470 15,635
LT T T 1 - | 207,648 204,834
THEE 2 INSEIUMENTS ...ttt e e e ettt e e et e ettt e e e e e e et e e e e e e e eeaaaeeeeee e e taaa e eeeeesetaaneeeeeeesnnnnnnaees 27,851 27,883
Tier 2 instruments of financial sector entities (significant iNnvestments) ..., (1,408) (1,355)
LIS 7 o ' 11 - | 26,443 26,528
LI €= 12T B {113 o £ TN 234,091 231,362
Risk-weighted exposure amount (REA)

Credit risk, loans and off-balance ShEET ItEMS ...........iiiiiiii e e et es 910,500 862,862
Credit risk, SECUTIIES ANA OTNET ... ...ttt et e e e e e e e e e e e e e e e e e e e e e aeaaaaaaeaeeaaaeaeaeaeeaaaaens 61,624 59,140
Credit risk, derVatiVES @A FEPOS ........uiiiiiiiiiiiii ettt et e e e ettt e e e s et te e e e e e s aaeeeeeeansbbseeeessanstbeeeaeeaannsnees 4,238 4,222
Market risk due to CUrrenCy IMDAIANCE ...........oiiiiiiiiiii et e e et e e 7,324 2,309
Market risk due to trading DOOK POSIEIONS .......coiuiiiiiiiiiiiiiie e e e et e e e e st e e e e e nnneeeeeeans 14,817 13,516
Credit valuation adjustment ... 1,679 2,501
[ oT=Y = i o g F= Ty SRR OPRPI 84,635 84,635
Total risk-weighted eXposSure amount ..........ccoiiiiiiei 1,084,817 1,029,185
Capital ratios

(] = 1 - o USRS 17.7% 18.4%
LI = (1 T PP SPPUPPPOI 19.1% 19.9%
(0= o] 1 e= IR Te LYo (U T oy Y = 1 R PR PUS 21.6% 22.5%

* On 30 June 2026, the deduction consists of 50% of reviewed profits as per the Bank's dividend policy, and ISK 2.7 billion relating to the remaining balance of the
ISK 5 billion buyback program approved by the Board and the FSA in May 2026. On 31 December 2025, the deduction consists of 50% of audited profits as per the
Bank's dividend policy and ISK 5 billion buyback program approved by the Board (in December 2025) and the FSA (in January 2026, after the accounting period
end).
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48. Capital management, continued
30.6.2026 31.12.2025

Capital ratios of the parent company

CET1 ratio 19.0% 18.3%
Tier 1 ratio 20.4% 19.8%
(0= o) F= 1 I To (=T [N E= o3V = o T PP PPN 22.8% 22.4%

The following table outlines the implementation of the capital buffer requirements in accordance with the Icelandic Financial Undertakings
Act No. 161/2002, as prescribed by the Financial Stability Committee and approved by the FSA.

30.6.2026 31.12.2025

Icelandic  Effective Icelandic  Effective
Capital buffer requirement, % of REA buffer buffer buffer buffer
Capital conservation DUFFEN ..........cooiiiiiie e 2.5% 2.5% 2.5% 2.5%
Capital buffer for systematically important institutions .............cccccceiiiiiicii e, 3.0% 3.0% 3.0% 3.0%
SyStEMIC FISK DUFFEE * ...ttt e seee e 2.0% 1.8% 2.0% 1.8%
Countercyclical capital BUFfer * ...........ooiiiiiie e 2.5% 2.4% 2.5% 2.4%
Combined capital buffer requirement ..........ccooiiniiiniinr i ——— 10.0% 9.7% 10.0% 9.7%

The Bank carries out an ongoing process, the Internal Capital Adequacy Assessment Process (ICAAP), with the aim to ensure that the
Group has in place sufficient risk management processes and systems to identify, manage and measure the Group's total risk exposure.
The ICAAP is aimed at identifying and measuring the Group's risk across all risk types and ensure that the Group has sufficient capital in
accordance with its risk profile. The FSA supervises the Group, receives the Group's internal estimation on the capital adequacy and sets
the Pillar 2R capital requirements for the Group as a whole following the Supervisory Review and Evaluation Process (SREP). The Group's
own funds exceed the FSA's SREP requirements.

The Pillar 1 and Pillar 2R capital requirements may comprise 56.25% CET1 capital, 18.75% AT1 capital and 25% Tier 2 capital.

Capital requirement, % of REA CET1 Tier 1 Total
Pillar 1 capital FEQUIrEMENE ..........ooiiiieiiiee ettt et e et e e et e e et e e e esteeeessee e sseeesnseeeesseeennseeeas 4.5% 6.0% 8.0%
Pillar 2R capital reqUIrEMENE ** ... .. et ettt e et e ettt e et e e eneeas 1.1% 1.5% 2.0%
Combined capital buffer reqUIrEMENT * .............ii it bae e e 9.7% 9.7% 9.7%
Regulatory capital requirement ... —————— 15.3% 17.2% 19.7%
F N =T 1= o] Lo o] - USRS SSRSR 17.7% 19.1% 21.6%

* The effective countercyclical capital buffer is the weighted average of the countercyclical capital buffer applicable for each country, the weights being the total
own funds requirements for relevant credit exposures against counterparties residing in those countries. The systemic risk buffer only applies to domestic
exposures and is calculated using the same weighting method.

** The SREP result based on the Group's Financial Statement at 31 December 2025. The Pillar 2R requirement is 1.9% of risk-weighted exposure amount based
on the Group's prudential consolidation under CRR, which excludes Vordur.

Leverage ratio

The leverage ratio is seen as a complementary measure to the risk-based capital ratios. The ratio is calculated on the basis of the Group's
consolidated situation as per the CRR, which excludes the Group's insurance subsidiaries. The minimum leverage ratio requirement is 3%
as stated in the Icelandic Financial Undertakings Act No. 161/2002.

30.6.2026 31.12.2025

ON-bAlIANCE SNHEEL EXPOSUIES ...ttt ettt e ettt e e st e e e st e e et e e e teeeeaseeeeneeeeneeesnneeennneeeaneeas 1,799,581 1,696,618
DEIIVALIVE EXPOSUIES ......eeiieiiiiiiiiiie e e ettt e e e ettt e e e e e et ee e e e e aaeeeeee s e s tbeeeaeeaansseeeaeeaansseeeeeeassneeeeeesansbseeeaeesannsseaeaennnnns 14,722 12,582
[T oo -SSRSOt 11,115 11,181
Off-balance sheet exposures .... .. 68,228 71,258
BICoT 2= =D 4 XU - PPN 1,893,646 1,791,639
LT i o ' 1 - PR 207,648 204,834
[T To [ (o PSPPI OPPPRRTPIR 11.0% 11.4%
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48. Capital management, continued

MREL

The Group must fulfil @ minimum requirement for own funds and eligible liabilities (MREL) in accordance with the Act on Resolution of
Credit Institutions and Investment Firms, no. 70/2020, as amended, which transposes BRRD I/l into Icelandic law. Own funds which are
not used to fulfil the combined buffer requirement can be used towards the MREL requirements. In October 2025, the Icelandic Resolution
Authority presented the Group with the MREL requirements based on year-end 2024 financials. The requirements are expressed as a
fraction of total REA, and as a fraction of the total exposure measure. Both ratios are shown in the table below. An MREL subordination
requirement of 13.5% REA will apply to the Bank from Q3 2027.

30.6.2026 31.12.2025

Minimum requirement for own funds and eligible liabilities

OWIN FUNGAS .ttt ettt h e bt £h e o2 bt ek e b e e e h b e e as e e st e e bt e e he e eh bt eh bt e a bt e ke e e b b e enneent e e bt enneenaee e 234,091 231,362
Eligible liabilities .. 260,966 201,513
Own funds and eligible labilities ... 495,057 432,875
Combined buffer requIremMENt (CBR) ..........iiiiiee ettt et e st e st e e e e e e eneeeeneeeenneeeanneeennne 105,227 99,831
Own funds and eligible liabilities Not used fOor CBR ...........coccciiiiiiir e 389,829 333,044
Risk-weighted exposure amount (REA) ........cccccceeviieeiieennns .. 1,084,817 1,029,185
Own funds and eligible liabilities not used for CBR (% REA) .....oooiiiiie e 35.9% 32.4%
MREL requirement (% REA) .....oiiiiiiiiiii i s s s s s e e n e e a e s a e n e n e 19.8% 19.8%
Total exposure MEASUIE (TEM) .......uiiiiiiiiiiiii ettt e e e et e e e e et e e e e e aab b bt eee e e e stbaeeeeeaannseeaeeeennnneeeens 1,893,646 1,791,639
Own funds and eligible labilities (% TEM) ... ..oo ittt ettt et e et e et eenneeeennaeeennneas 26.1% 24.2%
MREL requirement (% TEM) ......oo oo rerme e s s s s e e me e s emn e s snn e s e se e e s n e e e e ane e e e me e e sameeeemeeennnness 6.0% 6.0%
Solvency Il for insurance subsidiary Vérdur

Excess of assets over liabilities in accordance with SOIVENCY Il ...........ooiiiiiiiii e 14,644 14,228
RS10 oY o TaP=T (=Yo BT E=T o1 1= 1,426 1,372
o] oY== o] [N e (1Yo 1= o Vo [ (408) -
{0 11 T T Ve -3, 15,662 15,600
Solvency capital reqUIremMENS (SCR) ......iuiiiiiiie ettt e et e e et e e e e e st e e e nte e e e nteeeennneeeneeeenns 10,041 10,049
SCRratio ...ooeeeieeiieeceeeee e . 156.0% 155.2%
SCR ratio before foreseeable diVIAENAS .............oiiiiiiiiii e 160.1% 155.2%

The solvency capital requirement for the subsidiary Voérdur is calculated in accordance with the Icelandic Insurance Companies Act No
100/2016.

49. Operational risk

Operational risk is the risk of direct or indirect loss, or damage to the Group's reputation resulting from inadequate or failed internal
processes or systems, from human error or external events.

Each business unit within the Group is responsible for managing their own operational risks. Risk management and Compliance support
the first line through monitoring, complementary expertise, and by challenging the adequacy and effectiveness of risk management
practices. The second line is responsible for developing and maintaining a framework for identifying, measuring, and reporting the Group's
operational risk.

The Group uses the standardized approach for the calculation of capital requirements for operational risk.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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50. Sustainability risk

Sustainability risk is a driver of other risk types, such as credit risk and market risk. It can materialize in the short term, the medium term
and the long term. The Bank assesses both inside-out risks (negative impact from the Bank’s operations on people and/or the
environment) and outside-in risks (negative materialization of ESG factors on the Bank through their counterparties or invested assets).
The Bank's Executive Committee is responsible for reviewing the Bank’s performance with respect to its commitments and policies in
relation to environmental, social and governance (ESG) factors and aligning the Bank’s strategy and risk appetite with them.

Sustainable financing framework

The Bank’s Sustainability Financing Framework applies to the Bank’s financing, deposits and loans which are classed as environmentally
and/or socially sustainable. The Sustainability Financing Framework includes social categories which define projects having a positive
impact on society. Special importance is also given to the circular economy, and the classification of green projects has also been refined.
Under this framework the Bank can issue Sustainable Financing Instruments including, but not limited to, covered bonds, bonds, loans,
commercial paper, repurchase agreements and deposits. The use of proceeds from these instruments is restricted to the financing of
eligible assets as defined in the Framework. Eligible assets are divided into several eligible categories with inclusion and exclusion criteria.
The Framework details the processes for identifying eligible assets, for reporting on the use of the framework and for external review. The
following table excludes committed green exposures.

30.6.2026 31.12.2025
Sustainable Financing Instruments

[T CT= g e (=Y oo | (SRR TPPPRPTIOR 23,237 24,755
[T =TT T oo o1 g o USRS 103,080 38,272
= Zo T Q£ T F - 126,317 63,027

Identified eligible sustainable assets by category

Sustainable marine value chains and marine ecosystem management ............ccccveiiiiiiiiiiie e 23,983 18,000
Sustainable forestry and agriculture 583 534
RENEWEADIE ENEIGY ...ooiiiiiiiiiii ettt e ettt e e e ettt e e e e s et e eeeeeanebeteee e e e st b e e eeeeeanstaeeeeeaansseeeeeeannnneeeaeennns 545 545
(O3 1T T R (=T EY oo T4 c= (T o TR 6,063 8,875
[T CT=T oI o TU 1 [o [ o USRS PPP 98,733 97,512
==Y o) A=Y T =Y o o USROS 8,062 -
Sustainable waste and wastewater ManageMIENLt .........couuiiiiii i 1,512 7,914
L€ ==Y 4 TN Yo Yo QR 7 1LV = N 139,480 133,380
F o] go b= o] [N o T ] o To P PP PP PUPPPRSPRN 19,018 20,958
| =o [ o7=1 (o] o IO SPUUPPORRNY 3,016 1,637
HEAINCAIE ... .ot e e e ettt e e e ettt e e e e aae e e e e e e easbe et eee e e s bbb e e aeeeantbeeeeeeannnneeeeeeannnnes 401 424
Employment generation and alleviate unemplOYMENT .........cooiiiiiiiiiiiiie e 13,541 14,447
ST YT 1IN oo Yo I QR Y- LT SRR 35,976 37,465
SUSLAINADIE DOOK VAIUE ....coeeeeeeeeeiiccceiiee s st e s s s ssee e e s e s s e e e s s e s sne e e e s s e s an e e e e e s s nnneeeeeassnnneeeeassnnneessannnnnnnnennnn 175,457 170,845
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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