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CHAIRMAN'’S SPEECH TO THE SHAREHOLDERS OF

ARION BANKI -AGM 11th MARCH 2026

Fundarstjori, hluthafar og adrir gestir.

Velkominn a adalfund Arion banka. Kaerar pakkir fyrir ad gefa ykkur tima til ad vera med okkur i
dag.

Ladies and gentlemen, shareholders and guests,

I would like to welcome you warmly to Arion Bank’s Annual General Meeting and to thank you for
taking the time to join us today, whether here in person in Reykjavik, or online.

2025 was a year which featured certain geopolitical and operating challenges for financial
institutions. In Iceland, conditions were shaped by elevated interest rates and persistent
inflationary pressures, which combined to subdue economic growth. Internationally,
geopolitical tensions, US tariffs policy and continued uncertainty weighed on global markets
and investor sentiment. These geopolitical tensions, of course, have once again become
extremely acute during the last couple of weeks! However, despite all these challenges,
Iceland’s economy once again demonstrated resilience, supported by robust institutions
operating within a flexible financial system.

Against this backdrop, the Arion Group delivered an excellent and well-balanced set of results in
2025, which demonstrated once again the strength and diversity of our business model. We
operate across multiple pillars of financial services, without undue reliance upon any single
income source, and thus provide stability for our stakeholders through the economic

cycle. Performance was solid across all major business areas, reflecting our laser-focused
strategic vision and execution.

Since Arion Bank was listed on the stock exchange in 2018, we have concentrated upon
broadening and strengthening our range of products and services for all our customers —
individuals, corporates and investors alike. We have also focused on creating value for our
shareholders. This is clearly reflected in our strong performance in recent years, with an annual
average shareholder return of 14% - rising to 20% when taking dividends into account — which
has been delivered during a period when the annual average rate of inflation in Iceland was just
over 5%. This performance demonstrates the long-term strength and resilience of our value
creation, even through occasional periods of volatility.

The positive development of the Arion Group has, understandably, broadly mirrored that of
Iceland’s GDP. But for a few years now the Group has focused also upon the broader Arctic
region as a strategic growth area. The Arctic represents a natural extension of our core market,
characterised by strong economic links, shared challenges and long-term growth potential.
Today, 10% of our corporate loan book is advanced to companies based outside Iceland, with
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the vast majority of these facilities consisting of loans to companies in the Arctic region; and we
forsee significant further upcoming opportunities within the Arctic

Domestically, we have pursued opportunities for increased scale and efficiency. We have been
vocal about the inefficiencies inherent in operating three systemically important banks in a
small market like Iceland. The extensive regulatory framework of the European Union, combined
with additional Iceland-specific requirements, makes this structure costly. These costs,
ultimately, are borne by both customers and shareholders of our banks

In 2025, therefore, we put forward a merger with Kvika, Iceland’s fourth largest bank. The
objective of this proposal is to create a stronger, more efficient financial institution that builds
on the complementary virtues of both banks: Arion Bank’s strong balance sheet and scale, and
Kvika’s challenger capabilities.

Both organisations share a strong, performance-driven culture and, if the merger proceeds, we
believe that these combined strengths will power an exciting new launchpad for sustainable
value creation.

While Arion Bank’s performance has been strong, and the merger initiative with Kvika represents
an important transformational opportunity for Icelandic financial services, | feel that it is
important here also to reference some ongoing structural imbalances within the Icelandic
financial market:

Through the ongoing state ownership of Landsbankinn Group, the Icelandic government
continues to play a disproportionate role in banking, and now also in the insurance sector. The
overall market position has been improved somewhat in recent years through the privatisation of
Islandsbanki, but nevertheless, the continued presence of such a large state-owned player as
Landsbankinn within this small market gives rise to an uneven competitive landscape. It is
difficult for listed commercial banks to compete with a state-owned bank that operates under a
return-on-equity requirement of only around 10% - 10% ROE is materially lower than that which
would be required typically in comparable markets in neighbouring countries, especially when
one takes into account the effect of policy rates.

In effect, the prevailing Icelandic market situation represents a form of implicit government
subsidy. Lower return requirements for the largest participant in the market distort competition
and ultimately work against the interests of shareholders, customers, taxpayers, and also,
importantly, run contrary to the development of a healthy capital market.

If the State agrees that it should re-evaluate whether continued public ownership of a domestic
systemically important bank is necessary or desirable, | consider that two fundamental points
should be addressed:

Firstly, why does the state need to be a direct participant in the financial markets? Is it to
compete in corporate and investment banking services? is it to make sure that affluent people
have access to private banking and asset management services? or is it to support individuals
and households when it comes to mortgages and domestic payment services?

Secondly, and of course depending on the response to the first question, how large does the
state's shareholding in the bank need to be in order to achieve the objective?
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This brings me to a broader question of Iceland’s position within global capital markets. At
present, Iceland is classified as a Frontier Market by MSCI and as a Secondary Emerging Market
by the FTSE. These classifications significantly constrain potential capital inflows from both
actively and passively managed international funds. This reduces the international prominence
and, indeed, visibility of Icelandic equities, and thus also inhibits potentially positive spillover
effects into other asset classes.

An upgrade in market classification, particularly by MSCI, would materially improve this
situation. It would bring Icelandic equities into scope of the investment universe of a much
broader range of international asset managers and, crucially, could trigger meaningful passive
inflows, estimated at approximately 5.5% of free-float market capitalisation for eligible
securities.

To put this in context. Foreign participation in the Icelandic equity market today is well below
10%, compared with close to 20% in other emerging markets and up to 40% in developed
markets.

Achieving MSCI Emerging Market status may remain somewhat challenging for Iceland, because
of market size thresholds; but nevertheless, Iceland is already well positioned to meet most of
the required qualitative criteria for such status. The critical next step in seeking this status, in my
opinion, is clear: itis to increase the size and free float of the Icelandic equity market. To do
this, we need further large Icelandic companies to be floated. The most obvious and impactful
short-term opportunity to accomplish this would be through the listing of Landsbankinn, which
could be done in a pragmatic and well-tested manner. A relevant and instructive precedent for
how this could be accomplished in practice is the case of DNB in Norway. This large bank is fully
listed and integrated into international indices while the Norwegian state retains roughly one-
third ownership. The state remains a cornerstone investor, while the market benefits from
liquidity and international participation.

A similar approach could work well in Iceland, with the state remaining the largest single
shareholder in Landsbankinn, retaining a strategic stake that would, for example, prevent
unwanted takeovers. And | am of the opinion that for a sovereign state with a relatively small
economy and an independent currency, there is a strong case for the state to remain a
cornerstone owner of the country’s largest bank — but | see no need for the state to hold 100% of
the equity.

Improved index classification, and an increase in foreign participation in the equity market,
could lead to greater foreign participation in the bond market as well, thereby improving funding
conditions for Icelandic companies and ultimately leading to more favourable pricing for
customers. And let’s bear in mind also that alongside capital, new investors bring expertise,
discipline and broader market scrutiny.

A listing of Landsbankinn is also increasingly important given that there are signs of declining
liquidity in the domestic equity market. Pension funds—by far the largest participants—are
approaching a demographic turning point, as their beneficiaries age. Over time, outflows could
begin to exceed inflows, reducing the relative participation of these pension funds in the market.
This makes international capital not just desirable, but necessary.
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In closing, | would like to express my thanks to all our colleagues at Arion Bank for their
professionalism and hard work throughout 2025. The results we have achieved would not be
possible without their dedication, expertise and commitment.

These are exciting and challenging times for Arion Bank, as well as for the Icelandic financial
market as a whole. With a clear strategy and vision in addition to strong fundamentals we are
well positioned for the future.

Thank you very much.

Takk fyrir!

Paul Horner

Chairman of the Board of Directors



