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the Programme to be admitted to the official listkafronext Dublin(the Official List) and to trading on its regulated market (fRegulated
Market). TheRegulatedViarket is a regulated marketrfthe purposes of MiFIDI. Reference in this Base Prospectus to Notes being "listed" (and
all related references) shall mean that such Notes have been admitted to the Official List and to tradiRggndtezsMarket.
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maturing in less than one year assigned a ratin§-2f Notes issuedinder the Programme may be rated or unrate8&¥y or by anotherating
agency Where a Tranche of Notes is rated, such rating will be disclasi@ applical® Final Termsor Pricing Supplement, as the case may be,
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(7) under the Securities Actingtitutional Accredited Investors) who have at the time of issuance executed and deliaerédl Investment Letter
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This Base Prospectus comprises a base prospectus for the purposes of Article 5.4hef Prospectus
Directive. For the purposes of this Base ProspectuBrospectus Directive means Déective 2003/71/EC
(as amendedor superseded, and includes any relevant implementing measuré a relevant Member
State of the European Economic Area.

The Issuer accepts responsibility for the information contained in this Base Prospectus and the Final
Terms or Pricing Supplement for each Tranche (as defined under'Terms and Conditiors of the
Notes") of Notes issued under the Programme. To the best of the knowledge of the Issuer (having
taken all reasonable care to ensure that such is the case) the infation contained in this Base
Prospectus is in accordance with the facts and does not omit anything likely to affect the import of
such information.

The informati on i rBookEngy CearanteiSystenise 0 hi iBlatg @Ghas been
extracted from information provided by the clearing systems referred to therein. In addition, certain

i nformation i n t The Republic bfilceland a mridandal Madetsfin Icelandd o0 n
pages 132 to 136 has been extracted from publications by theNational Economic Institute, the
Ministry of Finance and the Central Bank of Iceland, where indicated as such. The Issuer confirms
that, in each case, such information has been accurately reproduced and that, so far as it is aware, and
is able to ascertan from information published by those sources, no facts have been omitted which
would render the reproduced information inaccurate or misleading.

This Base Prospectus is to be read in conjunction with all documents which are deemed to be
incorporated herein by r e f eDoeuments In€ogperated By Referente . This Base P
shall be read and construed on the basis that such documents are incorporated and form part of this

Base Prospectus.

In relation to any Tranche, the aggregate nominal amountf the Notes of such Tranche, the interest (if

any) payable in respect of the Notes of such Tranche, the issue price and certain other information

which is relevant to such Tranche will be set out in a final terms document (Final Terms) or, in the

case ofExempt Notes, a pricing supplement (Pricing Supplement) substantially in the form set out

un d dorm éf Final Term® a kam df Pricing Supplemerd, respecti vely, bel ow

In relation to Notes to be listed onEuronext Dublin, the Final Terms will be filed with the Central
Bank of Ireland on or before the date of issue of the Notes of such Tranche. Copies of Final Terms
relating to Notes listed onEuronext Dublin will be published on the website of the Central Bank of
Ireland at https://www.centralbank.ie/regulation/industry-market-sectors/securitiesnarkets/
prospectusrequlation/prospectusesand on the website ofEuronext Dublin at www.ise.ie Copies of
Final Terms will also be available from the registered office of the Issuer and from the offices of the
Principal Paying Agent (as defined below).

The Dealers have not independently verifiedhe information contained herein. Accordingly, no
representation, warranty or undertaking, express or implied, is made and no responsibility or liability

is accepted by the Dealers as to the accuracy or completeness of the information contained or
incorporated by reference in this Base Prospectus or any other information provided by the Issuer in
connection with the Programme. No Dealer accepts any liability in relation to the information
contained or incorporated by reference in this Base Prospectus ong other information provided by

the Issuer in connection with the Programme.

No person is or has been authorised by the Issuer to give any information or to make any
representation not contained in or not consistent with this Base Prospectus or any oth@formation

supplied in connection with the Programme or the Notes and, if given or made, such information or
representation must not be relied upon as having been authorised by the Issuer or any of the Dealers.


https://www.centralbank.ie/regulation/industry-market-sectors/securities-markets/prospectus-regulation/prospectuses
https://www.centralbank.ie/regulation/industry-market-sectors/securities-markets/prospectus-regulation/prospectuses
http://www.ise.ie/

Neither this Base Prospectus nor any othenformation supplied in connection with the Programme or
any Notes (i) is intended to provide the basis of any credit or other evaluation or (ii) should be
considered as a recommendation by the Issuer or any of the Dealers that any recipient of this Base
Prospectus or any other information supplied in connection with the Programme or any Notes should
purchase any Notes. Each investor contemplating purchasing any Notes should make its own
independent investigation of the financial condition and affairs, andits own appraisal of the
creditworthiness, of the Issuer. Neither this Base Prospectus nor any other information supplied in
connection with the Programme or the issue of any Notes constitutes an offer or invitation by or on
behalf of the Issuer or any ofthe Dealers to any person to subscribe for or to purchase any Notes.

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Notes shall in any
circumstances imply that the information contained herein concerning the Issuds correct at any time
subsequent to the date hereof or that any other information supplied in connection with the
Programme is correct as of any time subsequent to the date indicated in the document containing the
same. The Dealers expressly do not undeke to review the financial condition or affairs of the Issuer
during the life of the Programme or to advise any investor in the Notes of any information coming to
their attention.

This Base Prospectus does not constitute an offer to sell or the solicitat of an offer to buy any Notes

in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such
jurisdiction. The distribution of this Base Prospectus and the offer or sale of Notes may be restricted

by law in certain jurisdictions. The Issuer and the Dealers do not represent that this Base Prospectus
may be lawfully distributed, or that any Notes may be lawfully offered, in compliance with any
applicable registration or other requirements in any such jurisdiction, or pirsuant to an exemption
available thereunder, or assume any responsibility for facilitating any such distribution or offering. In
particular, no action has been taken by the Issuer or the Dealers which is intended to permit a public
offering of any Notesor distribution of this Base Prospectus in any jurisdiction where action for that
purpose is required. Accordingly, no Notes may be offered or sold, directly or indirectly, and neither

this Base Prospectus nor any advertisement or other offering materiahay be distributed or published

in any jurisdiction, except under circumstances that will result in compliance with any applicable laws

and regulations. Persons into whose possession this Base Prospectus or any Notes may come must
inform themselves aboutand observe, any such restrictions on the distribution of this Base Prospectus
and the offering and sale of Notes. In particular, there are restrictions on the distribution of this Base
Prospectus and the offer or sale of Notes in the United States, tharopean Economic Area (including

the United Kingdom, Iceland and Norway), the Peoplebds Republic of Chi
Switzerland and Japan, s e Subgtription and Sale and Transfer and Selling Restrictions

This Base Prospectus has been prepateon a basis that would permit an offer of Notes with a
denomination of |l ess than 0100, 000 (or its equiv
where there is an exemption from the obligation under the Prospectus Directive to publish a
prospectus. As a result, any offer of Notes in any Member State of the European Economic Area
which has implemented the Prospectus Directive (each, a Relevant Member State) must be made
pursuant to an exemption under the Prospectus Directive, as implemented in thRelevant Member
State, from the requirement to publish a prospectus for offers of Notes. Accordingly, any person
making or intending to make an offer of Notes in that Relevant Member State may only do so in
circumstances in which no obligation arises fothe Issuer or any Dealer to publish a prospectus
pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of
the Prospectus Directive, in each case, in relation to such offer. Neither the Issuer nor any Dedias
authorised, nor do they authorise, the making of any offer of Notes in circumstances in which an
obligation arises for the Issuer or any Dealer to publish or supplement a prospectus for such offer.

The Notes may not be a suitable investment for all irestors. Each potential investor in any Notes
must determine the suitability of that investment in light of its own circumstances. In particular, each
potential investor should consider, either on its own or with the help of its financial and other
profesdonal advisers, whether it:



(a) has sufficient knowledge and experience to make a meaningful evaluation of the relevant
Notes, the merits and risks of investing in the relevant Notes and the information contained or
incorporated by reference in this Base Prosgctus or any applicable supplement;

(b) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the relevant Notes and the impact such
investment will have on its overallinvestment portfolio;

(© has sufficient financial resources and liquidity to bear all of the risks of an investment in the
relevant Notes where the currency for principal or interest payments is different from the
currency in whi ch sagteites aremprneimlty denamsatdd; nanci al

(d) understands thoroughly the terms of the relevant Notes and is familiar with the behaviour of
financial markets; and

(e) is able to evaluate possible scenarios for economic, interest rate and other factors that may
affectits investment and its ability to bear the applicable risks.

Legal investment considerations may restrict certain investments. The investment activities of certain
investors are subject to investment laws and regulations, or review or regulation by ceita
authorities. Each potential investor should consult its legal advisers to determine whether and to what
extent (i) Notes are legal investments for it, (i) Notes can be used as collateral for various types of
borrowing and (iii) other restrictions apply to its purchase or pledge of any Notes. Financial
institutions should consult their legal advisors or the appropriate regulators to determine the
appropriate treatment of Notes under any applicable riskbased capital or similar rules.

In making an invegment decision, investors must rely on their own examination of the Issuer and the
terms of the Notes being offered, including the merits and risks involved. The Notes have not been
approved or disapproved by the United States Securities and Exchange Conssion or any other
securities commission or other regulatory authority in the United States, nor have the foregoing
authorities approved this Base Prospectus or confirmed the accuracy or determined the adequacy of
the information contained in this Base Pospectus. Any representation to the contrary is unlawful.

None of the Dealers and the Issuer makes any representation to any investor in the Notes regarding
the legality of its investment under any applicable laws. Any investor in the Notes should be alib
bear the economic risk of an investment in the Notes for an indefinite period of time.



IMPORTANT 7T EUROPEAN ECONOMIC AREA RETAIL INVESTORS

If the applicable Final Terms or (in the case of Exempt NoteslPricing Supplement in respect of any
Notesinclues a | egend entitled AProhibition of Sal
the Notesare not intended to be offered, sold or otherwise made available to any retail investor in the
European Economic Area. For these purposes, a retail investoreans a person who is one (or more)
of (i) a retail client as defined in point (11) of Article 4(1) of MIFID II; (ii) a customer within the
meaning of Directive 2002/92/EC ds amendedor superseded)(the Insurance Mediation Directive),
where that customer wuld not qualify as a professional client as defined in point (10) of Article 4(1) of
MIFID II; or (iii) not a qualified investor as defined in the Prospectus Directive. Consequently no key
information document required by Regulation (EU) Na 1286/2014 &s amended (the PRIIPs
Regulation) for offering or selling the Notes or otherwise making them available to retail investors in
the European Economic Area has beemrepared and therefore offering or selling the Notes or
otherwise making them available to anyretail investor in the European Economic Area may be
unlawful under the PRIIPs Regulation.

MIFID Il PRODUCT GOVERNANCE/TARGET MARKET

The applicable Final Terms or(in the case of Exempt NotespPricing Supplement will include a legend
entitled fMiuEltD glolvepmancedo which wil/l outline
the Notesand which channels for distribution of the Notes are appropriate Any person subsequently
offering, selling or recommending the Notes (a distributor) should take int@onsideration the target
market assessment; however a distributor subject to MiFID Il is responsible for undertaking its own
target market assessment in respect of the Notes (by either adopting or refining the target market
assessment) and determining apppriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the Product
Governance rules under EU Delegated Directive 2017/593 (the MIFID Product Governance Rules),
any Dealer subscribing for anyNotes is a manufacturer in respect of such Notes, but otherwise neither
the Arranger nor the Dealers nor any of their respective affiliates will be a manufacturer for the
purpose of the MiFID Product Governance Rules.

BENCHMARKS REGULATION

Interest and/or other amounts payable under the Notes may be calculated by reference to certain
reference rates. Any such reference rate may constitute a benchmark for the purposes of Regulation
(EU) 20164011 (the Benchmarks Regulation). If any such reference rate doe®nstitute such a
benchmark, the applicable Final Terms or(in the case of Exempt NotesPricing Supplement will
indicate whether or not the benchmark is provided by an administrator included in the register of
administrators and benchmarks established andnaintained by the European Securities and Markets
Authority (ESMA) pursuant to Article 36 (Register of administrators and benchmadkwf the
Benchmarks Regulation. Transititional provisions in the Benchmarks Regulation may have the result
that the administrator of a particular benchmark is not required to appear in the register of
administrators and benchmarks at the date of the applicable Final Terms ofin the case of Exempt
Notes) Pricing Supplement. The registration status of any administrator under tle Benchmarks
Regulation is a matter of public record and, save where required by applicable law, the Issuer does not
intend to update the applicable Final Terms or(in the case of Exempt NotesPricing Supplement to
reflect any change in the registration tatus of the administrator.

PRODUCT CLASSIFICATION PURSUANT TO SEC TION 309B OF THE SECURITIES AND
FUTURES ACT (CHAPTER 289 OF SINGAPORE

The applicable Final Termsor (in the case of Exempt Notespricing Supplementin respect of any
Notes may include al e g e nd &ingapore Seeuditiesiand Fuur es Ac t Product
which will state the product classification of theNotes pursuant to section 309B(1) of the Securities
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and Futures Act (Chapter 289 of Singapore, as modified or amended from tira to time (the SFA).

The Issuer will make a determination in relation to each issue about the classification of thidotes

being offered for purposes of section 309B(1)(a). Any such legend included on tggplicable Final

Terms (or Pricing Supplement, as tle case mayp e ) wi | | C 0 n srelavanupt eer snfantsioc e
purposes of section 309B(1)(c) of the SFA.

U.S. INFORMATION

This Base Prospectus is being submitted on a confidential basis in the United States to a limited
number of QIBs and Institutional Accr edi ted I nvestors Foeamclhfad$ hee fNio
for informational use solely in connection with the consideration of the purchase of certain Notes

issued under the Programme. Its use for any other purpose in the United States is not autised. It

may not be copied or reproduced in whole or in part nor may it be distributed or any of its contents
disclosed to anyone other than the prospective investors to whom it is originally submitted.

The Notes in bearer form are subject to U.S. tax lawequirements and may not be offered, sold or
delivered within the United States or its possessions or to United States persons, except in certain
transactions permitted by United States TreasuryDepartment regulations. Terms used in this
paragraph have the meanings given to them by the United States Internal Revenue Code of 1986
amended (the Codeand the United States TreasunpDepartment regulations promulgated thereunder.

Registered Notes may be offered or sold within the United States only to QIRs to Institutional
Accredited Investors, in either case in transactions exempt fropor not subject tq registration under

the Securities Act. Each U.S. purchaser of Registered Notes is hereby notified that the offer and sale
of any Registered Notes totimay be made in reliance upon the exemption from the registration
requirements of Section 5 of the Securities Act provided by Rule 1448r the exemption from the
registration requirements of Section 5 of the Securities Act provided by Section 4(a)(@) (in certain
limited circumstances) Regulation S

Purchasers of Definitive IAl Registered Notes will be required to execute and deliver an IAl

Il nvest ment Let t erTermisaasd Cdrglifionsnoktite Natés)dEaah pufichaser or holder

of Definitive 1 Al Registered Notes, Notes represented by a Rule 144A Global Note or any Notes issued

in registered form in exchange or substitution therefor (together Legended Notes) will be deemed, by

its acceptance or purchase of any such Legended Notes, to have maddain representations and
agreements intended to restrict the r eSubdcriptomr ot |
and Sale and Transfer and Selling Restrictians Unl ess otherwise stated,
have the meanings give t o t Roemof therNoté® .

AVAILABLE INFORMATION

To permit compliance with Rule 144A in connection with any resales or other transfers of Notes that

are Arestricted secur iRulée ¥4a@(3) wrddrthei Securitids éct(Restacted ng o f
Securities) the Issuer has undertaken in a deed poll dated0 June 2013 (the Deed Poll) to furnish,

upon the request of a holder of such Notes or any beneficial interest therein, to such holder or to a
prospective purchaser designated by him, the infor@tion required to be delivered under Rule
144A(d)(4) under the Securities Act if, at the time of the request, any of the Notes remain outstanding
asRestricted Securities and the Issuer is neither a reporting company under Section 13 or 15(d) of the

U.S. Scurities Exchange Act of 1934, as amended, (the Exchange Act) nor exempt from reporting
pursuant to Rule 12g32(b) thereunder.

SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES

The Issuer is a corporation organised under the laws of Iceland. Abr a substantial portion of the
officers and directors named herein reside outside the United States and all or a substantial portion of
the assets of the Issuer and of such officers and directors are located outside the United States. As a



result, it may not be possible for investors to effect service of process outside Iceland upon the Issuer
or such persons, or to enforce judgments against them obtained in courts outside Iceland predicated
upon civil liabilities of the Issuer or such directors and offices under laws other than Icelandic law,
including any judgment predicated upon United States federal securities laws.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Presentation of Financial Information

Unless otherwise indicated, theonsolidatedfinancial information of the Issuer as of and for the years
ended 31 DecembeR018,2017 and 2016 included in this Base Prospectus has been derived from the
audited consolidated annual financial statements of the Issuess of and for the yearsended 31
December 2018, 2017 and 2016 (together, the Annual Financial Statements) which have been
incorporated by reference in this Base Prospectus.

The Issuer's financial year ends on 31 December, and references in this Base Prospectus to any specific
year are to the 12month period ended on 31 December of such year. Th&nnual Financial
Statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) as adopted by the European Union (EU)

Certain Defined Terms and Conventions

Capitalised terms which are used but not defined in any particular section of this Base Prospectus will
have the meani ng daé¢rmsrandiCandiods oftthe &latés tcor iannyi ot her s e
Base Prospectus.

Certain figures and percentages includedn this Base Prospectus have been subject to rounding
adjustments; accordingly figures shown in the same category presented in different tables may vary
slightly and figures shown as totals in certain tables may not be an arithmetic aggregation of the
figures which precede them.

All references in this document toU.S. dollars U.S.$and $ refer to United States dollars; toSterling
and £ refer to pounds sterling; and to ISK, kréna or kronur refer to the currency of Iceland. In
addition, all references toeuro and G refer to the currency introduced at the start of the third stage of
European economic and monetary union pursuant to the Treaty on the Functioning of the European
Union, as amended.

CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS

Some gatements in this Base Prospectus may be deemed to be forward looking statements. Forward
looking statements include statements concerning the Issuer's plans, objectives, goals, strategies,
future operations and performance and the assumptions underlyinthese forward looking statements.

When wused in this Base Prospectus, the words fi a
fiintendso, Apl anso, fiai ms o, fiseekso, imay o, Awi l
identify forward looking statements. These forward looking statements are contained in the sections

ent i Ritkdactor® a Dekcription ofthelssue¥ and ot her sections of thi
Issuer has based these forward looking statements on the current view of itnagement with respect

to future events and financial performance. Although the Issuer believes that the expectations,
estimates and projections reflected in its forward looking statements are reasonable as of the date of

this Base Prospectus, if one amore of the risks or uncertainties materialise, including those identified

below or which the Issuer has otherwise identified in this Base Prospectus, or if any of the Issuer's
underlying assumptions prove to be incomplete or inaccurate, the Issuer's aeturesults of operation

may vary from those expected, estimated or predicted.

The risks and uncertainties referred to above include:



1 the Issuer's ability to achieve and manage the growth of its business;
1 the performance of the markets in Iceland and the vder region in which the Issuer operates;

1 the Issuer's ability to realise the benefits it expects from existing and future projects and
investments it is undertaking or plans to or may undertake;

1 the Issuer's ability to obtain external financing or maintain sufficient capital to fund its
existing and future investments and projects;

1 changes in political, social, legal or economic conditions in the markets in which the Issuer and
its customers operate; and

1 actions taken by the Issuer's joint venture partnersthat may not be in accordance with its
policies and objectives.

Any forward looking statements contained in this Base Prospectus speak only as at the date of this
Base Prospectus. Without prejudice to any requirements under applicable laws and regulatiqrite
Issuer expressly disclaims any obligation or undertaking to disseminate after the date of this Base
Prospectus any updates or revisions to any forward looking statements contained herein to reflect any
change in expectations thereof or any change gvents, conditions or circumstances on which any such
forward looking statement is based.

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the
Stabilising Manager(s) (or persons acting on behalf of any Stabilisgy Manager(s)) in the applicable
Final Terms or (in the case of Exempt Notes) Pricing Supplement may owvatlot Notes or effect
transactions with a view to supporting the market price of the Notes at a level higher than that which
might otherwise prevail. However, stabilisationmay not necessarily occur Any stabilisation action
may begin on or after the date on which adequate public disclosure of the terms of the offer of the
relevant Tranche of Notes is made and, if begun, mageaseat any time, but it must end no later than
the earlier of 30 days after the issue date of the relevant Tranche of Notes and 60 days after the date of
the allotment of the relevant Tranche of Notes. Any stabilisation action or oveallotment must be
conducted by the relevantStabilising Manager(s) (or persons acting on behalf of any Stabilising
Manager(s)) in accordance with all applicable laws and rules.
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RISK FACTORS

In purchasing Notes, investors assume the risk that the Issuer may become insolvent or otherwise be unable
to make all payments due in respect of the Notes. There is a wide range of factors which individually or
together coul result in the Issuer becoming unable to make all payments due in respect of the Notes. Itis
not possible to identify all such factors or to determine which factors are most likely to occur, as the Issuer
may not be aware of all relevant factors andtair factors which it currently deems to be noaterial may

become material as a result of the occurrence of events outside the Issuer's control. The Issuer has
identified in this Base Prospectus a number of factors which could materially adversefytaffesiness

and ability to make payments due under the Notes.

In addition, factors which are material for the purpose of assessing the market risks associated with Notes
issued under the Programme are also described below.

Prospective investors shouldsa read the detailed information set out elsewhere in this Base Prospectus
and reach their own views prior to making any investment decision.

Factors that may affect the |l ssuerds ability to
Programme

Setf orth bel ow are certain risks that coul d mater.i
results or financial condition.

The ¢l aims of Not ehol der s wi | | be subordinated t «
event ofa winding-up

Typically, the claims of holders of senior ranking unsecured debt instruments, such as the Notes, issued by a
financial institution holding bank deposits would not be subordinated to the claims of depositors. However,
as a result of the enmeent of Act No. 125/2008 on the Authority for Treasury Disbursements due to
Unusual Financial Market Circumstances etc., which is usually referred toEsméigency Act should the

Issuer enter into windirgp proceedings pursuant to Article 101 of #het on Financial Undertakings,

Article 102 of the Act on Financial Undertaking now states that claims of Noteholders would be
subordinated to the c¢l aims of certain of the |1ss
sufficient assetsni the resulting estate to pay the claims of Noteholders after the claims of depositors have
been paid.

The | ssuerébés results may be adversely affected
conditions
The |1 ssuero6s r esul ltesonoaic end atlief leusirtess conditigns. Jreese econditions

include changing economic cycles that affect demand for investment and banking products. These cycles are
also influenced by global political events, such as terrorist acts, war and other é®stiitivell as by market
specific events, such as shifts in consumer confidence and consumer spending, the rate of unemployment,
industrial output, labour or social unrest and political uncertainty.

I n particul ar, t he | s s uamd réssilts of wEeiatiors sae ,affedted dil@atlyc by a |
economic and political conditions in Iceland.

There is great uncertainty concerning economic de
concerning the downturn in consumption occurringtighout the world. Expected loss rates are, among
other factors, dependent upon unemployment, inflation and exchange rates as well as possible changes in
legislation and compliance. The recovery rates also depend on asset price evolvement and legislation
changes concerning liquidation of assets.
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The | ssuero6s results may be adversely affected by

The United Kingdomés decision following a nati ol
significant impact on pounds sterling. Tpmcess of exiting the EU will take several years, and the ultimate

i mpact on the United Kingdomdéds economy and the
uncertainty. The United Kingdom ine ofl c el and és | ar g eeceivingt2iOpdricengofpar t 1
total exports from, and supplyir&yd6 per cent. of total imports to, Iceland in 20As a result, the Icelandic
economy remains considerably exposed to the ultim

Changesininterestat es may i mpact the | ssuerdos results

The results of the Issuerd6s operations are affect
sensitivity refers to the relationship between changes in market interest rates and changes instet intere

i ncome and invest ment i ncome. The composition of
resulting from the composition, causes the interest income to vary as interest rates change. In addition,
variations in interest rate sensitivitpay exist within the r@ricing periods or between the different
currencies in which the Issuer holds interest rate positions. A mismatch of interest earning assets and interest
bearing liabilities in any given period may, in the event of changes inghtetes, have a material effect on

the financial condition or results of operations
limited ability to raise interest rates and margins on loans, without it resulting in increased impaititients a
same ti me. The | ssuerb6s management of interest 1

factors on its performance.
The I ssueré6és | oan portfolio is concentrated in ce

Atyearend2018 t h e | nsperifoomwasexpbsedao concentration in certain industry sectors, namely
individuals real estatecommerce and servicethe seafood industryindustrial and transportatiorand,

through various industry sectors, the tourism industry T h e | snsial eonditien isf sensitive to
downturns in these industries and the consequent
towards the I ssuer. Declines in the financi al con
aa fect the | ssuero6s business, financial condition

The Issuer is subject to credit risk and may be unable to sufficiently assess credit risk of potential
borrowers and may provide advances to customers that increase credit riglsese

Third parties that owe the Issuer money, securities or other assets may be unable to meet their obligations
towards the Issuer. Accurate and comprehensive financial information and other credit information may be
limited for certain types of borrowgrsuch as small enterprises or individuals. Despite any credit risk
determination procedures the Issuer has in place, the Issuer may be unable to evaluate correctly the current
financial condition of each prospective borrower to determine theirtlmng financial viability. Failure to

address any risks associated with any borrower may lead to higher risk and could materially affect the

| ssuerd6s business.

Price fluctuations of financi al i nvest ment s0sn t
results of operations and financial condition

The Issuer has an investment portfolio that includes mainly debt securities. A decline in the price of these

securities could substantially reduce t litesarcal ue
measured at fair value at the end of each financial period, and declines in the market value of the portfolio
could accordingly materially affect the 1ssueros
through the sale of thelree vant securities. Price fluctuations

regulatory capital and the capital ratios that the Issuer is required to maintain under applicable law.

The Issuer has limited equity risk in its trading portfolios and ibatsking book. The Issuer also has some
exposure in equities classified as rmmrent assets held for sale (foreclosures).
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The |l ssuerés risk management met hods may | eave t
incorrectly quantified risks, with would lead to material losses or material increases in liabilities

The Issuer will at all ti mes attempt to properly
times be able to protect the Issuer against certain risks, especially asksatle not been identified or
anticipated. The risk management methods may not take all risks into account, and it is possible that the
methods are incorrect or based on wrong information. Unanticipated or incorrectly quantified risk exposures
couldmater al 'y affect the | ssuerds business, financi al

The Issuer is subject to counterparty and market risk which may have an adverse effect on its cost of
funds

Risks arising from changes in credit quality and the recovesalifi loans and amounts due from
counterparties are inherent in a wide range of ¢t
of the | ssuerbds borrowers and counterparties or
econonic conditions, or arising from systemic risks in the financial markets, could affect the recoverability
and value of the | ssuerodés assets and require an i
provisions. To the extent that any of timstruments and strategies the Issuer uses to hedge or otherwise
manage its exposure to market or credit risk are not effective, it may not be able to mitigate effectively its
risk exposures in particular market environments or against particular types & k . The | ssuet
revenues and interest rate risk depend upon its ability to identify properly, and mark to market, changes in
the value of its financial instruments caused by changes in market prices or rates. Its earnings will also
depend upoiow its critical accounting estimates prove accurate and upon how effectively it determines and
assesses the cost of credit and manages its risk concentrations. To the extent its assessments of migrations ir
credit quality and of risk concentrations, & @ssumptions or estimates used in establishing its valuation
models for the fair value of its assets and liabilities or for its loan loss reserves, prove inaccurate or not
predictive of actual results, it could suffer higher than anticipated losses.

The Issuer is subject to liquidity risk which may have an adverse effect on its results

The Issuer defines liquidity risk as the risk of not being able to fund its financial obligations or planned
growth, or only being able to do so substantially above theaprel/ i ng mar ket cost of
liquidity risk policy assumes that the Issuer has at all times sufficient ligoéa$sto meet liabilities maturing

over the next twelve months. The inability of the Issuer to anticipate and provide for unialesesases

or changes in funding sources could have an adver
and when they fall due.

The Issuer intends to comply with international best practice in its management of liquidity risk and has
revised its liquidity risk policies to address recent and upcoming regulatory changes, including the new Basel
Ml rules.Addi ti onal information regarding the I ssuerbs
of t he | ss ue 0&whéhiséctionais incBrpoRegby reference into this Base Prospectus.

l ncreases in the |l ssuer 6s | oan | osses or all owan
results
The I ssuerd6s banking busi nesses eeeliectedbnlthe provisipnrfoo v i s i

credit losses on its income statement, in order to maintain its allowance for loan losses at a level which is
deemed to be appropriate by management based upon an assessment of prior loss experience, the volume an
type oflending being conducted by each entity, industry standards, past due loans, economic conditions and
other factors related to the collectability of the loan portfolio. Although management uses its best efforts to
establish the provision for loan lossesth det er mi nati on i s subject to s
banking businesses may have to increase or decrease their provisions for loan losses in the future as a result
of increases or decreases in fp@iforming assets or for other reasonsny Ancrease in the provision for

loan losses, any loan losses in excess of the previously determined provisions with respect thereto or changes
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in the estimate of the risk of loss inherent in the portfolio ofingraired loans could have a material effect
on the |Issuerds results of operations and financi

The Issuer has a high proportion of inflatiofinked mortgage loans and there is a risk that legislation
might be imposed which varies the terms of these loans in a manner that is advetse lsstier

A high proportion of t he |-linked. dJndérsthesm doants, ghe gnenthly o a n
repayment increases if and to the extent that inflation in Iceland increases. Following the financial crisis in
2008, inflation in Iceland incesed significantly. This resulted in higher payments falling due under
inflation-linked loans at the same time as borrowers faced lower wages and less purchasing power. There
was significant debate in Iceland regarding these loans in the period pretedpagltamentary elections in

April 2013. The Icelandic government announced at the end of November 2013 an action plan aimed at
reduci ng sthbusingdabtu@ntthe hasdis of the action plan, the Icelandic Parliament passed Act No.
35/2014andAct No. 40/2014. The objective of Act No. 35/20didsto write down the principal of indexed
residential mortgages. Act No. 40/2014, which amended the Pension Act No. 12918&8Grised
households with residential mortgages, in the period between 1 JulaB0B0 June 2017, to use payments
which would otherwise go to a private pension fund to reduce the principal amount of their mofiyages.
option has since been extended until 30 June 2DHi8. option is open to all residential mortgage holders
regardlas of the form of their mortgage. This action phas beeffinanced by an increase in the Bank Levy

( s eChanges in tax laws or in their interpretation could harmlithe s sibeiginés 0 ) hasihceetisd the

Issuebs financi al lol itsrpebféabilitya Thete isl serisk tlieah aglditional legislation may be
adopted or other government action taken to reduce the payment burden under-iifl@tmortgages.

Should this occur, it would have a materially negative impact onl tkes aulean @atfolio, financial
condition and results of operations.

The Issuer depends on the accuracy and completeness of information about customers and counterparties

In deciding whether to extend credit or enter into other transactions with customers and caigstetipa

Issuer may rely on information furnished to it by or on behalf of customers and counterparties, including
financial statements and other financial information. It may also rely on representations of customers and
counterparties as to the accyragnd completeness of that information and, with respect to financial
statements, on reports of independent auditors. For example, in deciding whether to extend credit, it may
assume that a customer6s audited dptedaacauntingprincigldasat e m
and present fairly, in all material respects, the financial condition, results of operations and cash flows of the
cust omer . It may also rely on the audit repor-t C
condiion and results of operations could be negatively affected by relying on financial statements that do not
comply with generally accepted accounting principles or that are materially misleading.

The Issuer is vulnerable to the failure of IT systems and lrees of security systems

Any significant interruption, degradation, failwur
to fail to complete transactions on a timely basis or at all and materially affect the Issuer.

The secure transmissianm f confidenti al information is a c¢criti
Issuer cannot guarantee that existing security measures will prevent security breaches, including, break
viruses or disruptions. Persons that circumvent the securitgymeaes coul d use the | ss

confidential information wrongfully, which would expose the Issuer to loss, adverse regulatory consequences
or litigation.

The Issuer relies on certain key members of management
The Issuer is highly dependeon its Chief Executive Officer and senior management. The loss of the

services of key members of its senior management
objectives and could have a material adverse effect on its business, finamddlonoand results of
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operations. In addition, competition in Iceland to hire qualified personnel could have a material adverse
effect on the I ssuerds ability to recruit new sen

There i s operational ri s k whiehs when realiseddmayhavelan adverse | s s
impact on its results

The Issuer, like all financial institutions, is exposed to many types of operational risk, including the risk of
fraud or other misconduct by employees or outsiders, unauthorised transhgteamployees or operational

errors, including clerical or record keeping errors or errors resulting from faulty computer or
telecommunicati ons systems. Given the |l ssuero6s hi
or compounded before theare discovered and successfully rectified. In addition, its dependence upon
automated systems to record and process its transactions may further increase the risk that technical system
flaws or employee tampering or manipulation of those systems wilt indosses that are difficult to detect.

The Issuer may also be subject to disruptions of its operating systems, arising from events that are wholly or
partially beyond its control (including, for example, computer viruses or electrical or telecomiiomnica
outages), which may give rise to suspension of services to customers and loss to or liability to the Issuer. The
Issuer is further exposed to the risk that external vendors may be unable to fulfil their contractual obligations
to the Issuer (or will & subject to the same risk of fraud or operational errors by their respective employees
as the I ssuer), and to the risk that its (or its
to be sufficiently adequate. The Issuer also facesith that the design of its controls and procedures prove
inadequate, or are circumvented, thereby causing delays in detection of errors in information. Although the
Issuer has increased focus on operational risk and operational risk measurement katheveocan be no
assurance that it will not suffer losses from operational risks in the future, as it has in the past, which may be
material in amount.

Notwithstanding anything in this risk factor, this risk factor should not be taken as implyingtkteattiee
Issuer or the Issuer together with its Subsidiaries (as defined below) (togetherotipy will be unable to
comply with its obligations as a company with securities admitted to the Official List.

Regulatory changes or enforcement initiativescdé d adver sely affect the | ssu

The Issuer is subject to banking and financial services laws and government regulation. Regulatory agencies
have broad administrative power over many aspects of the financial services business, which may include
liquidity, capital adequacy and permitted investmentsestor protectionethical issues, money laundering,
privacy, record keeping, and marketing and selling practices. Banking and financial services laws,
regulations and policies currently governing tbsuer and its subsidiaries may change at any time in ways
whi ch have a materi al effect on the I ssuerds bus
form of any future regulatory initiatives. Changes in existing banking and financiateserlaws and
regulations may materially affect the way in which the Issuer conducts its business, the products or services
it may offer and the value of its assets. If it fails to address, or appears to fail to address, appropriately these
changes or itiatives, its reputation could be harmed and it could be subject to additional legal risk, which
could, in turn, increase the size and number of claims and damages asserted against it or subject it to
enforcement actions, fines and penalties. Regulatoep@gs have the power to bring administrative or
judicial proceedings against the Issuer, which could result, among other things, in suspension or revocation
of its licenses, cease and desist orders, fines, civil penalties, criminal penalties or otpématis@ction

which could materially harm its results of operations and financial condition.

The Icelandic government has passed and issued many statutes and regulations affecting the banking and

financial services industry since 2008. There can be sorasce that the Icelandic government will not
enact new regulations.
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Changes in tax | aws or in their interpretation co

The | ssuer 06s resul ts of operations coul d be har
interpretation thereof, changes in corporate tax rates and the refusal of tax authorities to issue or extend
advanced tax rulings.

In December 2010he Icelandic Parliament passed the Act on Special Tax on Financial Institutions, No.
155/2010 under which certatypes of financial institution, including the Issuer, are required to pay an
annual levy of the carrying amount of their liabilities as determined for tax purposes. This levy was
originally 0.041 per cent. but, in December 2011, a transitional provisam imtroduced under which
financial institutions had to pay an additional 0.0875 per cent. of their tax base as assessed for the years 2012
and 2013. In 2013, the levy was increased and set at 0.376 per cent. of the total debt of the Issuer excluding
tax liabilities in excess of ISK 50 billion at the end of the year. This levy has remained unchanged for the
years 2014, 2015, 2018017 2018and, to date2019. Nonfinancial subsidiaries are exempt from this tax.

There can be no assurance that the levy moli be further increased. Any such increase could have a
material adverse effect on the financial condition of the Issuer.

In June 2009, the Icelandic Parliament adopted an amendment to the Income Tax Act No. 90/2083 (the

as a result of which paymenof Icelandic sourced interest by an Icelandic debtor, such as the Issuer, to a
foreign creditor, including holders of Notes who are not Icelandic, are taxable in Iceland and can be subject
to withholding tax at the rate of 10.0 per cent. This withholdngpplicable unless the foreign creditor can
demonstrate and obtain approval from the Directorate of Inland Revenue in Iceland that an exemption
applies, such as the existence of a relevant double taxation treaty, and in such case the provisions of the
double tax treaty will apply. Bonds issued by energy companies and certain financial institutions, including
bonds issued by the Issuer, are also subject to exemption. The exemption, subject to certain other
requirements, applies to bonds that are heldutjitraa clearing system, such as Euroclear and Clearstream,
Luxembourg, within a member state of theg@nisation forEconomic Co-operation andDevelopment
(OECD), the European Economic AreaEEA), a founding member state ofu®peanFree Trade
Association EFTA) or the Faroe Islands.

In December 2011, the Icelandic Parliament pasisedAct on Tax on Financial Activities, No. 165/2011,
under which certain types of financial institutions, including the Issuer, were required to pay a special
additional tax leied on all remuneration paid to employees, with effect from 1 January 2012. The levy is
currently set at 5.5 per cent. of such remuneration. Additionally, Act No. 165/2011 amended Article 71 of
the ITA, regarding income tax of legal entities, and imposgpeaial additional income tax on legal entities
liable for taxation according to Article 2 of Act No. 165/2011, which includes the Issuer. The levy is set at 6
per cent. on income over ISK 1 billion, disregarding joint taxation and transferable losses.

Changes to the Capital Requirements Directive coul

The |l ssuerds capital management framework is bas
consisting of Directive 2013/36/EU of the European Parliament and eof Gthuncil on prudential
requirements for credit institutions and investment firms dated 26 June 2013, as amended or replaced from
time to time CRD IV) and Regulation 575/2016/E\CRR). CRD IV and CRR were implemented into
Icelandic legislation for the mogart inseparate amendments in 2017, 2018 and 2019. The amendments
already made to the Act on Financi al Undertaking:
buffers, operating licences, initial capital, information obligations, leveragesrasupervisory review,
evaluation process, whistle blowing and the duties of the management body and auditors. Moreover, the
amendments include provisions on supervision and prudential requirements on a consolidated basis,
supervisory collaboration of cqmatent authorities in EU Member States, and rules on large risk exposure.
The amendments adopt a regulation implementing the provisions of the CRR and related technical standards.
The timeframe for implementation of the remainiagpects of CRD IV has ndieen publishedThe

i mpl ementation of CRD 1V and the CRR into Icel a
effectively manage its capital requirements. These and other changes to capital adequacy and liquidity
requirements imposed on the Issngay require the Issuer to raise additional tier 1, core tier 1 and tier 2
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capital by way of further issuances of securities and could result in existing tier 1 and tier 2 securities ceasing

to count towards the | s s u e talpetherantite/same levellae preSantmouap 6 s
all. Any failure by the Issuer to maintain any increased regulatory capital requirements or to comply with any

other requirements introduced by regulators could result in intervention by regulators or thitiomjud

sanctions, which may have a materi al adverse eff

have other effects on the Issuerb6s financi al per f
the intervention by regulate or the imposition of sanctions. Prospective investors in the Notes should

consult their own advisers as to the consequences of the implementation of CRD IV and the CRR in Iceland.

Impact of the European bank recovery and resolution directive

On 2 July 2014, Directive 2014/59/EUproviding for the establishment of an Etide framework for the
recovery and resolution of credit institutions and investment firms Bk Recovery and Resolution
Directive or BRRD) entered into force The BRRD is designed frovide authorities with a credible set of
tools to intervene sufficiently early and quickly in an unsound or farehgvant entityso as to ensure the
continuity of ther e | e v a ndritica fimancial and economic functions, while minimising th@act of a

r el e v a nfailure anthe écononsy and financial system.

The BRRD provides that it will be applied by Member States from 1 January 2015, except for the general

bail-in tool (see below) which apptidrom 1 January 2016.

The BRRD containsour resolution tools and powers which may be used alone or in combination where the

relevant resolution authority considers that (aekevant entityis failing or likely to fail, (b) there is no
reasonable prospect that any alternative private sect@umsawould prevent the failure of suahevant

entity within a reasonable timeframe, and (c) a resolution action is in the public interest: (i) sale of business

which enables resolution authorities to direct the sale ofrdleyant entityor the wholeor part of its
business on commercial terms; (ii) bridge institutiowhich enables resolution authorities to transfer all or
part of the business of thelevantentitt o a Abr i dge institutiond (an
wholly or partally in public control) which may limit the capacity of the relevant entity to meet its
repayment obligationgiii) asset separation which enables resolution authorities to transfiey assets to
one or more publicly owned asset management vehicledldew them to be managed with a view to
maximising their value through eventual sale or orderly vdodn (this can be used together with another
resolution tool only); and (iv) baih i which gives resolution authorities the power to write down certain
claims of unsecured creditors of a failinglevant entityand to convert certain unsecured debt claims
(including Noteg to equity (thegeneral baitin tool), which equity could also be subject to any future
cancellation, transfer or dilution

When applyng the general baih tool, the resolution authority must first reduce or cancel common equity
tier one, thereafter reduce, cancel, convert additional tier one instruarahtsen tier two instruments
Other unsubordinated debt may also be reduced, lbeth@e converted in accordance with the hierarchy of
claims in normal insolvency proceedingfsthis total reduction is less than the amount needed, the resolution
authority will reduce or convert to the extent required the principal amount or outstamaiunt payable in

e

respect of unsecured creditors in accordance with the hierarchy of claims in normal insolvency proceedings.

The BRRD excludes certain liabilities from the application of the generainbiibl and provides also that
the resolution atmorities may exclude or partially exclude certain further liabilities from the application of
the general bailn tool. Accordingly, pari passuliabilities may be treated unequally and, for example,
holders of Notes of a Series may be subjethéoappliation of resolution tools (such as twete-down or
conversion upon an application of theneralbail-in tool) while other Series of Notes (or othgari passu
ranking liabilities) are partially or fully excluded frothe application of such resolutioadls Suchas the
application of thegeneralbail-in tool). As a result, the claims of other holders of juniorpari passu
liabilities may be excluded from the application of generalbail-in tool and therefore the holders of such
claims may receive ieatment which is more favourable than that received by Noteholders.

Furthermore, the resolution authorities will have the power to cancel debt instruments, and the power to

amend or alter the maturity of debt instruments and other eligible liabilitiesiend the amount of interest
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payable under such instruments and other eligible liabilities, or the date on which the interest becomes
payable, including by suspending payment for a temporary period.

The BRRD also provides for a Member State as a lasttrexfter having assessed aundised the above
resolution tools to the maximum extent possible whilst maintaining financial stability, to be able to provide
extraordinary public financial support through additional financial stabilisation tools. Thasistcof the

public equity support and temporary public ownership tools. Any such extraordinary financial support must
be provided in accordance with the EU state aid framework.

A relevant entitywill be considered as failing or likely to fail whenist or is likely in the near future to be,

in breach of its requirements for continuing authorisation; its assets are, or are likely in the near future to be,
less than its liabilities; it is, or is likely in the near future to be, unable to pay itsatetiisy fall due; or it
requires extraordinary public financial support (except in limited circumstances).

In addition to theresolution tools (such as thgeneral baiin tool), the BRRD provides for resolution
authorities to have the further power tarmpanently write down or convert into equigapital instruments

(such as the Subordinated Notes) at the point ofwtdnility and before or at least together with, the
application ofany other resolution actiomd@n-viability loss absorption). Any share issued to holders of

the Subordinated Notes upon any such conversion into equity may also be subject to any application of the
general baiin tool or other powers under the BRRD.

For the purposes of the application of any w@bility loss absorption masure, the point of nenability

under the BRRD is the point at whii the relevant authority determines that thkevant entitymeets the
conditions for resolution (but no resolution action has yet been take(i) dhe relevant authority or
authaities, as the case may be, determine(s) that the relevant@ngitgupwill no longer be viable unless

the relevant capital instruments (such as the Subordinated Notes) are written down or conv@ited or
extraordinary publidinancial support isrequired by the relevant entity other than, where the entity is an
institution, for the purposes of remedying a serious disturbance in the economy of an EEA State (as defined
below) and to preserve financial stability

If the BRRD is implemented in Iceland line with the EU legislation, holders of Notes may be subject to
any application othe resolution tools (such #g general baiin tool) or (in the case of Subordinated Notes)

on any application of the nenability loss absorption measure, which magult in such holders losing
some or all of their investment in the Notes, or their rights in respect of the Notes and/or the value of their
investment may otherwise be materially adversely affedthd.exercise of any power under the BRRD or

any suggesdn of such exercise could, therefore, materially adversely affect the rights of holders of Notes,
the price of value of their investment in any Notes and/or the ability of the Issuer to satisfy its obligations
under the relevant Notes.

The powers set ouh the BRRD will impact how credit institutions and investment firms are managed as
well as, in certain circumstances, the rights of creditéceland, together with Liechtenstein and Norway
(the EEA Stateg, is a party to the EEA Agreement by which tBEA States participate in the internal
market of the EU. The BRRD is marked EEA relevant in the Official Journal of the EU and thus should be
incorporated into the EEA Agreementhe directive will be implemented in two parts. Tl
implementing the BRR in Iceland, introduced June 2018 amending the Act on Financial Undertakings No.
161/2002, includes provisions on the content of recovery plan, early intervention argténtsafinancial
support. It is anticipated that another bill will be submittethlcelandic Parliament during the legislative
parliament in the fall of 2019 to further implement the BRRD into Icelandic Adihiough the Minimum
Requirement for own funds and Eligible LiabilitiedREL ) is expected to be implemented in Iceland in
2019 the amount of MREL and the type of eligible instruments are not known by the Issuer at this time.
Therefore, it is difficult for the Issuer to estimate the potential impact of the implementation of the MREL
requirement.
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|l cel andbés nat i oohEEA rulestTmpy be imeelequate tn icestain circumstances

Iceland is obligated to implement certain EU instruments @i relevance, including legislation relating

to financial markets, as a member state of the EEA. Where implementation of such instrimboents
Icelandic law is inadequate, i.e. Iceland has failed to adapt national law to conform to EEA rules, citizens
may be unable to rely on theand the Icelandic courts barred from applying them (unless Icelandic
legislation may be interpreted to confowith the relevant EEA rules). As a result, Noteholders may not, in

all circumstances, enjoy the same legal protection they would expect as holders of securities issued by
issuers in EU member states where EU instruments are directly applicable or havadbgeately
implemented into national legislation.

Systemic risk could adversely affect the | ssuerb6s

Concerns about, or a default by, one financial institution could lead to significant liquidity problems, losses

or defaults by other financial itigitions because the commercial soundness of many financial institutions
may be closely related as a result of credit, trading, clearing or other relationships between these institutions.
This risk is someti mes r ef erallyaftecttinancia imtermesligries; sighi ¢ r
as clearing agencies, clearing houses, banks, securities firms and exchanges with which the Issuer interacts
on a daily basis, and could materially affect the Issuer.

The Issuer is exposed to competition, prinally from other large Icelandic banks, and expects that this
competition wild.l increase as |l celandbs economy re

The Issuer currently faces competition from the two other large commercial banks in Iceland, Landsbankinn
and Arion Bank. The Issuer aldaces competition domestically from the Housing Financing Fund, a
provider of financing for residenti al housing 1in
recovers and demand for new lending and other banking products increases, thex|sstterte face
increased competition from both the other large Icelandic banks and smaller specialised institutions as well
as, potentially, foreign banks seeking to establish operations in Iceland.

The Issuer expects to compete on the basis of a nunfifactors, including transaction execution, its
products and services, its ability to innovate, reputation and price. If the Issuer is unable to compete
effectively in the future in any market in which it has a significant presence, this could advdeslytaf
business, results of operations and prospects.

The Issuer is subject to legal risk which may have an adverse impact on its results

It is inherently difficult to predict the outcome of possible litigation, regulatory proceedings and other

adversaa | proceedings involving the |Issuerodés busines
brought on behalf of various classes of claimants, seeking damages of unspecified or indeterminate amounts
or involving novel legal claims. In presentingtiled uer 6 s consol i dated financi e

makes estimates regarding the outcome of legal, regulatory and arbitration matters and takes a charge to
income when losses with respect to such matters are deemed probable and can be reasowabty est
Estimates, by their nature, are based on judgment and currently available information and involve a variety
of factors, including but not limited to the type and nature of the litigation, claim or proceeding, the progress
of the matter, the advicef legal counsel and other advisers, possible defences and previous experience in
similar cases or proceedings. Changes in these es

Noteholders may have limited rights in the event the Issuer isjsct to windingup proceedings

It should be noted that there is currently some doubt regarding securities tiegarasented by global notes

and the filing of claims against a financial institution, in the event an issuer becomes insolvent andtis subjec
to windingup proceedings. In a judgmeidm 2011regarding a debt issuance programme similar to this
Programme, the Supreme Court held thatholder of the Global Notan file a claim against an estate, not
beneficial ownerof interests in the Glmal Notethemselves. As at the date hereof, investors should be
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aware that they may not be able to file a claim against the Idgaetly, should the Issuer become insolvent

or become the subject of windiup proceedingaunless their interests in a G®lal Note have been
exchanged for definitive Notes in accordance with the Terms and Conditions of the Nbigsneans that
Noteholders may lose all rightgtaching to their interests in a Global Nother than financial rights, i.e.

rights to participge and vote in creditor meetings as well as other rights which they may have, such as the
right to exercise saiff.

The Icelandic government may sell all or a portion of its ownership stake in the Issuer

The Icelandic government, through Icelandic Sktencial Investmentd$Fl), owns 100 per cent. of the

|l ssuer6s share capital. The Issuer is not direct/
Icelandic government, through ISFI. The Icelandic government has issued public statiukemisg that it

does not plan to be a loitgrm owner of the Issuer. However, the Icelandic government has not yet initiated

a sales process or taken any other action regarding its ownership stake in the Issuer. A sale of all or a portion

of thelceland c government 6s ownership stake in the 1|ss
results.
Catastrophic event s, terrorist attacks and ot her

business and results

Catastrophic events, terroriattacks, other acts of war or hostility, and responses to those acts may create
economic and political uncertainties, which could have a negative impact on economic conditions in the
regions in which the Issuer operates and, more specifically, on tleeriséus busi ness and r e
cannot be predicted.

The | ssuerds insurance coverage may not adequat el
insured

The | ssuer maintains customary i nsdngiasaranee forlglid ci e s
asset s, money transport and directorsd and office

the nature of the risks that the Issuer faces, there can be no assurance that the coverage that the Issue
maintainss adequate.

Factors which are material for the purpose of assessing the market risks associated with the Notes
issued under the Programme

Risks related to the structure of a particular issue of Notes

A wide range of Notes may be issued under the Progeaminnumber of these Notes may have features
which contain particular risks for potential investors. Set out below is a description of certain of such
features:

If the Issuer has the right to redeem any Notes at its option, this may limit the marlecbivéthe Notes
concerned and an investor may not be able to reinvest the redemption proceeds in a manner which achieves
a similar effective return

At any time upon the occurrence offax Eventpursuant to Condition 7.2, @ Capital Event pursuant to
Condtion 7.3 or on an Optional Redemption Date pursuant to Condition 7.4, the Notes may be redeemed (if
applicable) at the option of the Issuer at their principal amount, as more particularly described in the
Conditions. Suchraoptional redemption featurelikely to limit the market value of the Notes. During any
period when the Issuer may elect to redeem the relevant Nwtekiring any period when Noteholders
perceve that the Issuer may elect to redeem Notles,market value of those Notes generallyl not rise
substantially above the price at which they can be redeemed. This also may be true prior to any redemption
period.
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The Issuer maglect to exercise its optiolm redeem Notes when its cost of borrowing is lower than the
interest rate on the Nes. At those times, an investor generally would not be able to reinvest the redemption
proceeds at an effective interest rate as high as the interest rate on the Notes being redeemed and may only
be able to do so at a significantly lower rate. Potemtiadstors should consider reinvestment risk in light of

other investments available at that time.

If the Notesincluded a feature to convert the interest bdisisn a fixed rate to a floating rate, or vice versa,
this may affect the secondary market amelmarket value of the Notes concerned

Fixed/Floating Rate Notes are Notes which may bear interest at a rate that converts from a fixed rate to a
floating rate, or from a floating rate to a fixed ratuch a feature to convert the interest rate aitad the
secondary markdh, and the market value o$uch Notesas the change of interest basis may result in a
lower interest return for Noteholdergherethe Notesconvert from a fixed rate to a floating rate, the spread

on the Fixed/Floating Rate Notesay be less favourable than then prevailing spreads on comparable
Floating Rate Notes tied to the same reference rate. In addition, the new floating rate at any time may be
lower than the rates on other Notéa/herethe Notesconvert from a floating ratto a fixed rate, the fixed

rate may be lower than then prevailing rates those Notes and could affect the market value of an
investment in the relevant Notes

The regulation and reform of fAbenchmar keferenciagy adyv
such fAbenchmar ks o
I nterest rates and indices which are deemed to be

a Reference Rate, or, in the case of Reset Notes, -&Wigh Floating Leg Benchmark Rate), are the subject

of recent national and international regulatory guidance and proposals for reform. Some of these reforms are
already effective whilst others are still to be implemented. These reforms may cause such benchmarks to
perform differently than in the past, to disappeatirely, or have other consequences which cannot be
predicted. Any such consequence could have a material adverse effect on any Notes linked to or referencing
such a Abenchmar ko.

The Benchmarks Regulatiowas published in the Official Journal of the Epean Union on 29 June 2016

and has applied since 1 January 2018. The Benchmarks Regulation applies to the provision of benchmarks,
the contribution of input data to a benchmark and the use of a benchmark within.tlte &tbng other

things, (i) requiresbenchmark administrators to be authorised or registered (or, i{Ebobased, to be

subject to an equivalent regime or otherwise recognised or endorsed) and (ii) prevents certain uses by EU
supervised entities of i b e n athorésedkos régisteréd (oa, of MmN | st r
based, not deemed equivalent or recognised or endorsed).

The Benchmarks Regulation could have a material impact on any Notes linked to or referencing a
Aibenchmar ko, in particularf thethbemehmadkbdogyeor
comply with the requirements of the Benchmarks Regulation. Such changes could, among other things, have
the effect of reducing, increasing or otherwise affecting the volatility of the published rate or level of the
Abenchmar ko.

More broadly, any of the national or international reforms, or the general increased regulatory scrutiny of

Aibenchmarkso, could increase the costs and risks
a fAbenchmar Wmy withrady suclo megulations or requirements. Such factors may have the

foll owing effects on certain Abenchmar kso: (i) di
or contribute to the fAbenchmahbdpl 6gi stusgdernch
or (iii) Il ead to the disappearance of the HfAbenchr

changes as a result of national or international reforms or othiatii@s or investigations, could have a
mateaial adverse effect on the value of and return on any Notes linkeefet@ncing or otherwise
dependent, in whole or in part,upan ibenchmar ko .
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Investors should consult their own independent advisers and make their own assessment about the potential
risks imposed by the Benchmarks Regulation reforms in making any investment decision with respect to any
Notes |inked to or referencing a fibenchmark?o.

Future discontinuance of certain benchmark rates (for example, LIBOR or EURIBOR) may adversely affect
the value of Floating Rate Notes and/or Reset Notes which are linked to or which reference any such
benchmark rate

On 27 July 201'and in a subsequent speech on 12 July 208 Chief Executive of the United Kingdom
Financial Conduct AuthorityFCA), which rgulates LIBOR, announced that it does not intend to continue

to persuade, or use its powers to compel, panel banks to submit rates for the calculation of LIBOR to the
administrator of LIBOR after 202{the FCA Announcementg. In addition, on 29 November 2@, the

Bank of England and the FCA announced that, from January 2018, its Working Group on SterliReRisk
Rates has been mandated withpiementing a broadased trarison to the Sterling Over Night Index
Average SONIA). TheFCA Announcemeistindicae that the continuation of LIBOR on the current basis is

not guaranteed after 2021. It is not possible to predict whether, and to what extent, panel banks will continue
to provide LIBOR submissions to the administrator of LIBOR going forwawdsvhetherLIBOR will be
administered and compiled in the same manner as prdddatmay cause LIBOR to perform differently

than it did in the past and may have other consequevrtiek cannot be predicted.

Investors should be aware that, if a benchmark rate wecerdinued or otherwise unavailable, the rate of
interest on Reset Notes and Floating Rate Notes which are linked to or which reference such benchmark rate
will be determined fothe relevant period by the falick provisions applicable to such Notes. Tems

and Conditions of the Notes provide for certain fallback arrangements in the event that a published
benchmark, such as LIBOR, (including any page on which such benchmark may be published (or any
successor service)) becomes unavailable.

If the circumstances described in the preceding paragraph occur and (i) in the case of Floating Notes,
Reference Rate Replacement is specified inajy@icableFinal Terms or(in the case of Exempt Notes)
Pricing Supplement as being applicable and Screen Rate Ded#ioniis specified in thapplicableFinal

Terms or(in the case of Exempt NoteB)icing Supplement as the manner in which the rate of interest is to
be determined or (ii) in the case of Reset Notes;$icdp Rate is specified in tlagplicableFinal Tems or

(in the case of Exempt NoteBJicing Supplement as beitige relevantReset Reference Raand Reference

Rate Replacement is also specified in dgipplicableFinal Terms or (in the case of Exempt Notes) Pricing
Supplement as being applicalfy sich Notes Relevant Note$, such fallback arrangements will include

the possibility that:

@ the relevant rate of interest (or, as applicable, component thereof) could be set or, as the case may be,
determined by reference to SuccessorReference Bte oran Alternative Reference Rte (as
applicable) determined by an Independent Advisor; and

(i) such SuccessomReference BRte orAlternative Reference Rte (as applicable) may be adjusted (if
required) by the relevant Independent Adviser in order to reduceliminate, to the extent
reasonably practicable in the circumstances, any economic prejudice or benefit (as applicable) to
investors arising out of the replacement of tekevantOriginal Reference Rate with the relevant
Successor Reference Rate or Alative Reference Rate (as applicable),

in any such case, acting in good faith and in a commercially reasonable manner as described more fully in
the Terms and Conditions of the Relevant Notes.

In addition, in the case of Relevant Notes, the relevant Imdigme Adviser may also determine (acting in

good faith and in a commercially reasonable manner) that other amendments to the Terms and Conditions of
the Notes are necessary in order to follow market practice in relation to the redacaassoiReference

Rate or Alternative Reference Rte (as applicable) and to ensure the proper operation of the relevant
SuccessoReference Rte orAlternativeReference Rte (as applicable).
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No consent of theNotelolders shall be required in connection with effectiny aelevant Successor
Reference Rte or Alternative Reference Rte (as applicable) or any other related adjustments and/or
amendments described above.

In certain circumstances (including, in the case of Relevant Nbthg independent Adviser appointeg b

the Issuer fails to make the necessary determinatiom ultimate fallbackor determining the ratef interest

for a particular Interest Period or Reset Period (as applicable) may result in the rate of interest for the last
precedinginterest Period o Reset Period (as applicable) being used. This may result in the effective
application of a fixed rate for Floating Rate Notes or Reset Notes (as applicable) based on the rate which was
last observed on the Relevant Screen Pagiine purposes of deterning the rate of interest in respect of an
Interest Period or a Reset Period (as applicaliteddition,in the case of Relevant Notedile to the
uncertainty concerning the availability 8ficcessoReference BRtes andAlternative Reference Btes and

the involvement of an Independent Adviser, the relevant fallback provisions may not operate as intended at
the relevant time.

Any such consequences could have a material adverse effect on the value of and return on any such Notes.
Moreover, any of the aboveatters or any other significant change to the setting or existence of any relevant
rate could affect the ability of the Issuer to meet its obligations under the Floating Rate Notes or Reset Notes
or could have a material adverse effect on the value oiditg of, and the amount payable under, the
Floating Rate Notes or Reset Notes. Investors should note that, in the case of Relevant Notes, the relevant
Independent Adviser will have discretion to adjust the rele@actessorReference Rte orAlternative
Reference BRte (as applicable) in the circumstances described above. Any such adjustment could have
unexpected commercial consequences and there can be no assurance that, due to the particular circumstance
of eachNotelolder, any such adjustment will Fevourable to eacNotetolder.

In addition,in the case of Relevant Notgmtential investors should also note that no Successor Reference
Rate or Alternative Reference Rate (as applicable) will be adopted, and no other amendments to the terms of
the Notes will be made if, and to the extent that, in the determination of the Issuer, the same could
reasonably be expected to prejudice the qualification of the Relevant Notes as Tier 2 Capital of the Issuer. In
all such circumstances, the ultimate fallbackdetermining the rate of interest (which is described above)

will apply.

Investors should considedl of these matters when making their investment decision with respect to the
relevant Floating Rate Notes or Reset Notes.

Notes which are issued at a sténtial discount or premium may experience price volatility in response to
changes in market interest rates

The market values of securities issued at a substantial discount (such as Zero Coupon Notes) or premium to
their principal amount tend to fluctuateore in relation to general changes in interest rates compared to
prices for more conventional interdsaring securities. Generally, the longer the remaining term of such
securities, the greater the price volatility compared to more conventionalstitesging securities with
comparable maturities.

The | ssuerds obligations wunder Subordinated Note
assumes an enhanced risk of |l oss in the event of

The | ssuer 6s SabordinatdaNotiesowil fienseaurédeand subordinated.

On a liquidation, dissolution or windingp of, or analogous proceedings oviee Issuer by way aéxercise
of public authority (referred to herein as winding-up of the Issuep, all claims in respdcof the
Subordinated Notes will randari passuwithout any preference among themselves, at [@@stpassuwith
present or future claims in respect of Parity Securfiegdefined in Condition 3.2n priority to any present
or future claims in respeof Junior Securitiegas defined in Condition 3.2nd junior to any present or
future claims in respect of Senior Credit¢as defined in Condition 3.2)f, on a windingup of the Issuer,
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the assets of the Issuer are insufficient to enable the Isstepay the claims of thgenior Ceditors in full,

the Noteholders will lose their entire investment in the Subordinated Notes. If there are sufficient assets to
enable the Issuer to pay the claimsSehior Creditors in full but insufficient assets toable it to pay claims

in respect of its obligations in respect of the Subordinated Notes and all other afdiasty Securities
Noteholders will lose some (which may be substantially all) of their investment in the Subordinated Notes.

There is no resttion on the amount of securities or other liabilities that the Issuer may issue, incur or
guarantee and which rank senior topari passuwith, the Subordinated Notes. The issue or guaranteeing of
any such securities or the incurrence of any suclr ddilities may reduce the amount (if any) recoverable

by Noteholders durip a windingup of the Issuerancthay | i mit the I ssuer6s abi
under the Subordinated Notes.

Although Subordinated Notes may pay a higher rate of inté¢hest comparable Notes which are not
subordinated, there is a significant risk that an investor in such Notes will lose all or someoohéis
investment should a windinagp of the Issuer occur.

There areimitedenforcement evenis relation to Suborshated Notes
Each Series of Subordinated Notes will contain limited enforcementsenegating to:

@) norntpayment by the Issuer of any amounts due under the relevant Series of Subordinatelh Notes
such circumstances, as described in more detail in Comditib2 (Enforcement Events), a
Noteholder may institute proceedings in Iceland in order to recover the amounts due from the Issuer
to such Noteholder; and

(b) the liquidation or bankruptcy of the Issuer. In such circumstancessasitted in more detail in
Condition 10.2 the relevant Series of Subordinated Notes will become due and payable at their
outstanding principal amount, together with accrued interest thereon.

A Noteholder may not itself fileor the liquidation or bankruptcy of the Issué&s such, the remedies
available to holders of Subordinated Notes are more limited than those typically available to holders of
senior ranking securitiegsuch as the Unsubordinated Nofeshich may make it wre difficult for
SubordinatedNoteholders to take enforcemexution against the Issuer.

Subordinated Notes: Call options are subject to the prior consent &Mike

Subordinated Notes may also contain provisialimving the Issuer to call them after @animum period of,
for example, five years. To exercisach a call option, the Issuer must obtain prior written consent of the
Financial Supervisory Authority of IcelanBjarmalaeftirlitio) (the FME).

Holders ofSubordinatedNotes have no rights to calbif the redemption obubordinatedNotes and should

not invest in such Notes in the expectation that such a call will be exercised by the IssueVIETimeISt

agree to permit such a call, based upon its evaluation of the regulatory capital positionsstigneahd

certain other facts at the relevant time. There can be no assurance tRBheill permit such a call.

Holders of SubordinatedNotes should be aware that they may be required to bear the financial risks of an
investment inSubordinatedNotes br a period of timan excess of the minimum perio8ee also filf the

Issuer has the right to redeem any Notes at its option, this may limit the market value of the Notes concerned
and an investor may not be able to reinvest the redemption proceeds mnarméich achieves a similar
effectivereturo above.

In certain circumstances, the Issuer can substitute or vary the terms of Subordinated Notes
Where the applicable Final Terms or (in the case of Exempt Notes) Pricing Supplement specify that

Condition7.10applies,if at any time a Capital Eveor a Tax Evenbccurs,or to ensure the effectiveness or
enforceability of Conditiord8, the Issuer may, subject to obtaining the prior written condahedé-ME, but
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without the requirement for the consent or approval of the Notehokl#ier substitute all, but not some
only, of the relevant Subordinated Notes, or vary the terms of the relevant Subordinated N@tetuding
changing the governinigw of Condition18 from English law to Icelandic layas the case may be, so that
they remain or, as appropriate, become, Qualifying Secufgiegdefined in Conditiory.1Q as further
provided in Conditiory.10

Theterms ancdconditions of such substituted or varied Subordindetes may have terms and conditions

that contain one or more provisions that are substantially different from the terms and conditions of the
original Subordinated Notegrovided that the relevant Subordinated Notes remain or, as appropriate,
become, Qualifying Securities in accordance with the Terms and Condifitins Notes While the Issuer

cannot make changes to the temfisSubordinated Notes that, in its reasdaatpinion, are materially less
favourable to the holders of the relevant Subordinated Notes as atlotagsyerning law of Conditioh8

may be changed from English law to Icelandic law in order to ensure the effectiveness and enforceability of
such condion. No assurance can be given as to whether any of these changes will negatively affect any
particular holder. In addition, the tax and stamp duty consequences of holding such substituted or varied
SubordinatedNotes could be different for some categsriof Noteholders from the tax and stamp duty
consequences fehem of holding the Subordinated Notes prior to such substitution or variation.

Risks related to the Notes generally
Set out below is a brief description of certain risks relating to thesisteerally:

The Terms and Conditions of the Notes contain provisions which may permit their modification without the
consent of all investors

The Terms and Conditions of the Notes contain provisions for calling meetings of Noteholders to consider
mattersaffecting their interests generally. These provisions permit defined majorities to bind all Noteholders
including Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in a
manner contrary to the majority.

In the case foNotes other than VPS NotesgtPrincipal Paying Agent and the Issuer may agree, without the
consent of any of the Noteholders or Couponholderany modification of the Notes, the Coupons, the
Deed of Covenant, the Deed Poll or the Agency Agreement (d e f i n €edns and Canditior’s of the
Note® ) whi ch, in the opinion of the | ssuer, i s of
manifest error to comply with mandatory provisions of the law.

In the case of VPS Notes, the VR8count Managerthe Principal Paying Agent (insofar as the relevant
modification relates to the Agency Agreement) and the Issuer may agree, without the consent of any of the
Noteholders, to any modification of tMPS Notes, th&PS Account ManageAgreemen (as defined under
fiTerms and Conditions of the Nabepr the Agency Agreemeningofar as the relevant modificatiom the

Agency Agreementelates to the VPS Notes) on the same basis

The Notes may be subject to withholding taxes in circumstances thieelgsuer is not obligated to make
gross up payments. This would result in holders receiving less intgrpahcipal than expected and could
significantly adversely affect their return on the Notes

Tax exemptions from withholding may not be availéhdefinitive Notes are required to be issued

The Icelandic statutory exemption from withholding only applies to Notes held through a securities
depositary in aitDECD state, EUstate, a EFTA state or the Faroe Islands. If Notes in definitive form are
issted, holders should be aware that the tax exemption may not be available. However, the Issuer will be
required to pay the necessary additional amounts under Con8ifiorsuch circumstances to cover any
resulting amounts deducted.
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The value of the Noteswd be adversely affected by a change in English law or administrative practice
as the case may be, Norwegian lamadministrative practice

Except for (i) the provisions of Conditior8.2 and Condition3.3, and (ii) the provisions relating to
registration of the VPS Notes in VR®d Conditionl5.2 the Terms and Conditions of the Notes are based
on English law in effect as at the date of issue of the relevant Not@wdition3.2 and Condition3.3 shall,

in each casebe governed by, and construed in accordance with, IcelandicTlasvregistration of VPS
Notes in VPSand Conditionl5.2 shall be governed by, and construed in accordance with, Norwegian law.
No assurance can be given as to the impact of any possible judicial decision or change tpl&aighsic

or Norwegian lawor administrative practices the case may kafterthe date of issue of the relevant Notes.
No assurance can be given as to the impact of any possible judicial decision or change tpl&aighsic

or Norwegian law as the case may bar, administrative practicefter the date of issue of the relevalutes

and any such change could materially adversely impact the value of any Notes affected by it.

There are circumstances in which a court may apply Icelandic laws (or the laws of other jurisdictions)
notwithstanding the choice of English laMorwegian &w or Icelandic law, as the case may, b@ govern
the Terms and Conditions of the Nofespart thereof)

Whilst the choice of English lawNorwegian lawor Icelandic law, as the case may &g the governing law

of parts ofthe Terms and Conditions ofatiNotesdescribed aboveill generally be upheld as a valid choice

by many courts, there will be circumstances in whighrdevanthoice may not be upheld or may, at least
partially, be displaced. There may, therefore, be circumstances in which icdtavel (for example capital

or exchange control laws) or indeed the laws of another jurisdiction may be applied by a court
notwithstanding the choice of English law, as the case may be, Norwegian kangovernparts ofthe

Terms and Conditions of theokes.

In particular(a) the English courts may give effect to flawerriding mandatory provision®f the law of the

country where the obligations arising out of the Terms and Conditions of the Notes have to be or have been
performed, finsofar as those ewriding mandatory provisions render the performance of the contract
unlawfulo (Article 9(3) of Regulation (EC) Ndb93/2008 of the European Parliament and of the Council of

17 June 2008Rome 1)); and (b) there are circumstances in which reorganisatiasumes adopted by
certain states in respect of credit institutions must be given effect to in other states pursuant to Directive
2001/24/EC of the European Parliament and of the Council of 4 April 2001 on the reorganisation and
winding up of credit instittions (this directive is incorporated into English law by the Credit Institutions
(Reorganisation and Winding Up) Regulations 2004).

As a result, there are circumstances in which a law other than EnglisNdawegian lawor Icelandic law,

as the case ay be may determine whether certain Terms and Conditions of the Notes are enforceable
against the Issuer. It should be noted in this context that there may be circumstances in which proceedings
arising out of or in connection with the Terms and Conditiohthe Notes may be brought in courts other

than the English courts and/or in which the English courts may refuse to hear proceedings brought before
them.

There may be circumstances in which courts may give judgments in ISK and/or in which a judgment of
courts other than the Icelandic courts may not be enforceable in Iceland (or, if it is enforceable in Iceland,
which may result in the judgment creditor receiving 1SK)

There may be circumstances in which a court hearing a dispute arising out of or intioconngh the

Terms and Conditions of the Notes may give judgment in ISK. Further, judgments given by courts other
than the Icelandic courts may not necessarily be enforceable against the Issuer in Iceland. For example, a
judgment given in the Englishoarts may not be enforceable in Iceland if recognition of the judgment is
manifestly contrary to Icelandic public policy. Even if a judgment is enforceable in Iceland, the enforcement
process may result in the judgment creditor receiving ISK.
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Investors wh hold less than the minimupecified Denominatiomay be unable to sell their Notes and
may be adversely affected if definitive Notes are subsequently required to be issued

In relation to any issue of Bearer Notes which have denominations consistingniofnaum Specified
Denomination plus one or more higher integral multiples of another smaller amount, it is possible that such
Notes may be traded in amounts that are not integral multiples of such minimum Specified Denomination.
In such a case, a holdetho, as a result of trading such amounts, holds an amount which is less than the
minimum Specified Denomination in his account with the relevant clearing systeid not be able to sell

the remainder of such holding without first purchasing a principauamof Notes at or in excess of the
minimum Specified Denomination such that its holding amounts to a Specified Denomination. Further, a
holder who, as a result of trading such amounts, holds an amount which is less than the minimum Specified
Denominationin his account with the relevant clearing systamthe relevant time may not receive a
definitive Bearer Note in respect of such holding (should such Notes be ponisdiedand would need to
purchase a principal amount of Notgsor in excess of hminimum Specified Denominatiguch that its
holding amounts to a Specified Denomination.

If definitive Bearer Notes are issued, holders should be aware that definitive Bearer Notes which have a
denomination that is not an integral multiple of the minim8pecified Denomination may be illiquid and
difficult to trade.

Reliance on DTC, Euroclear and Clearstream, Luxembourg procedures

Save in the case of VPS Not&#tes issued under the Programme will be represented on issue by one or
more Global Notes thahay be delivered to a common depositary or common safekeeper for Euroclear and
Clearstream, Luxembourg or may be deposFkaneofithewi t h
Note® ) . Except in the circumst antorevdl nat besentitled to eedeivéa n e «
Notes in definitive form. Each of DTC, Euroclear and Clearstream, Luxembourg and their respective direct
and indirect participants will maintain records of the beneficial interests in each Global Note held through it.
While the Notes are represented by a Global Note, investors will be able to trade their beneficial interests
only through the relevant clearing systems and their respective participants.

While the Notes are represented by Global Notes, the Issuer wiladigctts payment obligation under the
Notes by making payments through the relevant clearing systems. A holder of a beneficial interest in a
Global Note must rely on the procedures of the relevant clearing system and its participants to receive
payments uder the Notes. The Issuer has no responsibility or liability for the records relating to, or
payments made in respect of, beneficial interests in any Global Note.

Holders of beneficial interests in a Global Note will not have a direct right to vote iectesfithe Notes so
represented. Instead, such holders will be permitted to act only to the extent that they are enabled by the
relevant clearing system and its participants to appoint appropriate proxies.

The Notes are unsecuradd do not have the bertedf a negative pledge provision

The Notes will be unsecured and do not have the benefit of a negative pledge provision. If the Issuer defaults
on the Notes, or in the event of a bankruptcy, liquidatiearganisatioror windingup, then, to the extent

that the Issuer has granted security over its assets, the assets that secure those obligations will be used tc
satisfy the obligations thereunder before the Issuer could sell or otherwise dispose of those assets in order to
make payment on the Notes. As gul of the granting of such security, there may only be limited assets
available to make payments on the Notes in the event of an acceleration of the Notes. In addition, the Issuer
is able to issue other similar securities which do have the benefitwiftgechich may impact on the market

price of its securities, such as the Notes, which are unsecured.
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Risks related to the market generally

Set out below is a brief description of the principal market risks, including liquidity risk, exchange rate risk,
interest rate risk and credit risk:

An active secondary market in respect of the Notes may never be established or may be illiquid and this
would adversely affect the value at which an investor could sell its Notes

The Notes may have no established tradirmgket when issued, and one may never develop. If a market
does develop, it may not be very liquid. Therefore, investors may not be able to sell their Notes easily or at
prices that will provide them with a yield comparable to similar investments thathdeveloped secondary
market. This is particularly the case for Notes that are especially sensitive to interest rate, currency or
market risks, are designed for specific investment objectives or strategies or have been structured to meet the
investmentrequirements of limited categories of investors. These types of Notes generally would have a
more limited secondary market and more price volatility than conventional debt securities. llliquidity may
have a severely adverse effect on the market valNetafs.

If an investor holds Notes which are not denominated in the investor's home currency, the investor will be
exposed to movements in exchange rates adversely affecting the value of its holding. In addition, the
imposition of exchange controls in rétan to any Notes could result in the investor not receiving payments

on those Notes

The Issuer will pay principal and interest on the Notes in the Specified Currency. This presents certain risks
relating to currency ¢ o aciwiessre den@ninated priaaipally ina/cereemcy r 6 s
or currency unit (theé nv e st or 06)sothel thanrthe Bpegified Currency. These include the risk that
exchange rates may significantly change (including changes due to devaluation of the Speuifiecy or

revaluation of the I nvestords Currency) and the
Currency may i mpose or modify exchange control s.
relative to the Specified Cerncy woul d decrease (i) the Investord
(ii) the Investordés Currency equivalent wvalue of

Currency equivalent market value of the Notes.

Government and monetaauthorities may impose (as some have done in the past) exchange controls that
could adversely affect an applicable exchange rate or the ability of the Issuer to make payments in respect of
the Notes. As a result, investors may receive less intergstirmipal than expected, or no interest or
principal.

The value of Fixed Rate Notes Reset Notemay be adversely affected by movements in market interest
rates

Investment in Fixed Rate Notes Reset Notemvolves the risk that subsequent increasesanket interest
rates above the rate paid on the relevant Fixed Rate NofRsset Notewiill adversely affect the value of
the Fixed Rate Notes Reset Notes

In addition, a holder of Reset Notes is also exposed to the risk of fluctuating interéstakstand uncertain
interest income.

Credit ratings assigned to the Issuer or any Notes may not reflect all the risks associated with an investment
in those Notes

One or more independent credit rating agencies may assign credit ratings to the IsseeNates. The

ratings may not reflect the potential impact of all risks related to structure, market, additional factors
discussed above, and other factors that may affect the value of the Notes. A credit rating is not a
recommendation to buy, sell or hadeécurities and may be revised, suspended or withdrawn by the rating
agency at any time.
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In addition, rating agencies may assign unsolicited ratings to the Notes. In such circumstances there can be
no assurance that the unsolicited rating(s) will not beeidhan the comparable solicited ratings assigned to
the Notes, which could adversely affect the market value and liquidity of the Notes.

In general, European regulated investors are restricted under the CRA Regulation from using credit ratings
for regubtory purposes, unless such ratings are issued by a credit rating agency established in the EU and
registered under the CRA Regulation (and such registration has not been withdrawn or suspended), subject to
transitional provisions that apply in certainccimstances whilst the registration application is pending. Such
general restriction will also apply in the case of credit ratings issued bdamedit rating agencies, unless

the relevant credit ratings are endorsed by anrétflistered credit rating agey or the relevant neBU

rating agency is certified in accordance with the CRA Regulafiord such endorsement action or
certification, as the case may be, has not been withdrawn or suspended). The list of registered and certified
rating agencies publied byESMA on its websitgat http://www.esma.europa.eu/page/Ltisgistereéand
certifiedCRAS9) in accordance with the CRA Regulation is not conclusive evidence of the status of the
relevant rating agency included in such list, as there may be delaysebetertain supervisory measures

being taken against a relevant rating agency and the publication of the updated ESMA list. Certain
information with respect to the credit rating agencies and ratings is set out on the cover of this Base
Prospectus.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have previously been published or are published simultaneously with this
Base Prospectus and have been filed with the Central Bank of Ireland shall be incorporated in, and form part
of, this Base Pspectus:

(i)

(ii)

(iif)

(iv)

(v)

(vi)

(vii)

(vii)

the audited consolidated financial statements of the Issuer flin#meial year ended 31 December
2016 (including t he aolaFinanoial Statemengswhich dan be kiewede o n )
online at
https://www.islandsbanki.is/library/Skrar/IR/Afkoma/ISB_Consolidated Financial Statements 2016

pdf,

the audited consolidated financial statements of the Issuer for the finggeniazended 31 December
2017 (including t he a0ldFinanoial Statemengswhich dan ke kievede o n )
online at https://www.islandsbanki.is/library/Skrar/IR/arsskyrsla
2017/islandsbanki%20hf.%20Consolidated%20Financial%20Statements%202017 .pdf

the audited consolidated financial statements of the Issuer for the financial year ended 31 Decembe
2018 (including t he ao0l&Finanoial Statemengswhich dan ke hievede o n )

online at https://islandsbanki
res.cloudinary.com/image/upload/vl/documents/2019.2.13 ISB_Consolidated Financial_Statements
2018 ENG.pdf

section 6 ALiquidity Risko of the | s2i8ehichis Pi |
can be viewed online at https://islandsbanki
res.cloudinary.com/image/upload/vl/documents/2019.2.13_ISB_Pillar_3_Report 2018.pdf

the section ATerm$ Bwhd NohdsbdDi dpages 55 to 9
prospectus dated 8 May 2015 relating to the Programme (available on the wellitmomdéxt

Dublin at http://www.ise.ie/debt_documents/Base%20Prospectus 57963884f77-8778
89510fda0b57.PDF

the section ATerms and Conditions of t he Not e
prospectus dated 13 May 2016 relating to thegRrome (available on the website Bfironext

Dublin at http://www.ise.ie/debt _documents/Base%20Prospectus 320185 355931d
59054508a626.PDF

the sectiom Ter ms and Conditions of the Notesd (pag
prospectus dated 21 April 2017 relating to the Programme (available on the weliSitooéxt

Dublin  at http://www.ise.ie/debt_documents/F%20Prospectus_eb986&2¢4a5¢8553
35249aad2e75.PDfand

the section ATerms and Conditions of t he Note
prospectugdated 30 April 2018 relating to the Programme (available on the website of Euronext
Dublin at
https://www.ise.ie/debt documermal%20Base%20Prospectus%2030.04.18 de44cB3a
4e068064d7ee4f00f082.PDF

Following the publication of this Base Prospectus, a supplement may be prepared by the Issuer and approved
by the Central Bank of Ireland in accordance with Article 16 of Rhespectus Directive. Statements
contained in any such supplement (or contained in any document incorporated by reference therein) shall, to
the extent applicable (whether expressly, by implication or otherwise), be deemed to modify or supersede
statemets contained in this Base Prospectus. Any statement so modified or superseded shall not, except as
so modified or superseded, constitute a part of this Base Prospectus.
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https://www.islandsbanki.is/library/Skrar/IR/Afkoma/ISB_Consolidated_Financial_Statements_2016.pdf
https://www.islandsbanki.is/library/Skrar/IR/Afkoma/ISB_Consolidated_Financial_Statements_2016.pdf
https://www.islandsbanki.is/library/Skrar/IR/arsskyrsla-2017/Íslandsbanki%20hf.%20Consolidated%20Financial%20Statements%202017.pdf
https://www.islandsbanki.is/library/Skrar/IR/arsskyrsla-2017/Íslandsbanki%20hf.%20Consolidated%20Financial%20Statements%202017.pdf
https://islandsbanki-res.cloudinary.com/image/upload/v1/documents/2019.2.13_ISB_Consolidated_Financial_Statements_2018_ENG.pdf
https://islandsbanki-res.cloudinary.com/image/upload/v1/documents/2019.2.13_ISB_Consolidated_Financial_Statements_2018_ENG.pdf
https://islandsbanki-res.cloudinary.com/image/upload/v1/documents/2019.2.13_ISB_Consolidated_Financial_Statements_2018_ENG.pdf
https://islandsbanki-res.cloudinary.com/image/upload/v1/documents/2019.2.13_ISB_Pillar_3_Report_2018.pdf
https://islandsbanki-res.cloudinary.com/image/upload/v1/documents/2019.2.13_ISB_Pillar_3_Report_2018.pdf
http://www.ise.ie/debt_documents/Base%20Prospectus_579626f1-1386-4f77-8778-89510fda0b57.PDF
http://www.ise.ie/debt_documents/Base%20Prospectus_579626f1-1386-4f77-8778-89510fda0b57.PDF
http://www.ise.ie/debt_documents/Base%20Prospectus_320b10b6-8245-4355-931d-59054508a626.PDF
http://www.ise.ie/debt_documents/Base%20Prospectus_320b10b6-8245-4355-931d-59054508a626.PDF
http://www.ise.ie/debt_documents/F%20Prospectus_eb98ea21-f651-4a5c-8553-35249aad2e75.PDF
http://www.ise.ie/debt_documents/F%20Prospectus_eb98ea21-f651-4a5c-8553-35249aad2e75.PDF
https://www.ise.ie/debt_documents/Final%20Base%20Prospectus%2030.04.18_de44c87a-c0a3-4e06-8064-d7ee4f00f082.PDF
https://www.ise.ie/debt_documents/Final%20Base%20Prospectus%2030.04.18_de44c87a-c0a3-4e06-8064-d7ee4f00f082.PDF

Copies of documents incorporated by reference in this Base Prospectus can alsanee &ioia the
registered office of the Issuer and from the specified office of the Principal Paying Agent in London.

Any documents themselves incorporated by reference in the documents incorporated by reference in this
Base Prospectus shall not form pdrtiis Base Prospectus.

Any nortincorporated parts of a document referred to herein are either deemed not relevant for an investor or
are otherwise covered elsewhere in this Base Prospectus.

The Issuer will, in the event of any significant new factor, nmtanistake or inaccuracy relating to
information included in this Base Prospectus which is capable of affecting the assessment of any Notes,
prepare a supplement to this Base Prospectus or publish a new base prospectus for use in connection with
any subsquent issue of Notes.
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OVERVIEW OF THE PROG RAMME

The following overview does not purport to be complete and is taken from, and is qualified in its entirety
by, the remainder of this BasBrospectus and, in relation to the Terms and Conditions of any pattc
Tranche of Notes, the applicable Final Ternws (in the case of Exempt Notes) Pricing Supplemerithe

Issuer and any relevant Dealer may agree that Notes shall be issued in a form other than that
contemplated in the Terms and Conditions of the Notigswhich event, in the case of listed Notes only
and if appropriate, a new prospectus or a supplement to this Base Prospectus will be made available
which will describe the effect of the agreement reached in relation to such Notes.

This Overviewof the Pogrammeconstitutes a general description of the Programme for the purposes of
Article 22.5(3) of Commission Regulation (EC) N&D9/2004 (as amended) implementing the Prospectus
Directive.

Words and expr d&erm dfthe Noted e d Tiedns dkd Conditiofiis of the Notés s h a |l | h a
the same meanings in this Overview.

Issuer: [slandsbanki hf.

Issuer Legal Entity Identifier ~ 549300PZMFIQR79Q0T97
(LEI):

Description: Global Medium Term Note Programme
Arranger: Merrill Lynch International

Dealers: Barclays Bank Ireland PLC
Barclays Bank PLC
BofA Securities Europe SA
Citigroup Global Market&uropeAG
Citigroup Global Markets Limited
Deutsche Bank AG, London Branch
Goldman Sachs International
J.P. Morgan Securities plc
Merrill Lynch International
Morgan Stanley & Co. International plc
Nomura International plc
UBS Europe SE

and any other Dealers appointed in accordance with the Progr:
Agreement.

Programme Size: Up to U.S.£,500,000,000 (or its equivalent in other currenaeatculated
as described in the Programme Agreement) outstanding at any time
Issuer may increase the amount of the Programme in accordance w
terms of the Programme Agreement.

Certain Restrictions: Each issue of Notes denominated in a curreimcyespect of which
particular laws, guidelines, regulations, restrictions or repor
requirements apply will only be issued in circumstances which col
with such laws, guidelines, regulations, restrictions or repol
requirements from time to tims (e &ubstription and Sale and Transt
and Selling Restrictioris) including the foll
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Issuing and Principal Paying
Agent:

VPS Account Manager

Currencies:

Maturities:

Issue Price:

Form of Notes:

Fixed Rate Notes:

Floating Rate Notes:

at the date of this Base Prospectus.
Notes having a maturity of less than one year

Notes having a maturity of less than one year wilthd proceeds of th
issue are accepted in the United Kingdom, constitute deposits fc
purposes of the prohibition on accepting deposits contained in secti
of the Financial Services and Markets Act 2000 ES&A) unless they
are issued to a limed class of professional investors and hawv
denomination of at | eas $SubsBriptbdand
Sale and Transfer and Selling Restrictions

Citibank, N.A., London Branch

DNB BankASA

Notes may be denominated in any currency agreed between the Isst
the relevant Dealer.

The Notes will have such maturities as may be agreed between the
and the relevant Dealer, subject to such minimum otimmam maturities
as may be allowed or required from time to time by the relevant ce
bank (or equivalent body) or any laws or regulations applicable tc
Issuer or the relevant Specified Currency.

Notes having a maturity of less than one year mayshbject to
restrictions on their d e n Gemainn
Restrictions Notes having a maturity of less than one geara b o v e

Notes may be issued at an issue price which is at par or at a disco
or premium over, pa

The Notes will be issueth (i) bearerform, (ii) registered forrmor (iii)
uncertificated and dematerialised book entry fo®$ Noteg, with the
legal title thereto being evidenced by book entries in the records of
in each casasd e s ¢ r i Homendf the MNotds . Regi ste
not be exchangeable for Bearer NobesVPS NotesBearer Notes will
not be exchangeable for Registered Notes or VPS Notes. VPS Note
not be exchangeable for Bearer Notes or Registered Notes.

Fixed interest will be payable on such date or dates as may be
between the Issuer and the relevant Dealer and, on redemption,
calculated on the basis of such Day Count Fraction as may be
between the Issuer and théerant Dealer.

M < A

Floating Rate Notes will bear interest at a rate determined:

€) on the same basis as the floating rate under a notional in
rate swap transaction in the relevant Specified Currency gove
by an agreement incorpdirag the 2006 ISDA Definitions (a
published by the International Swaps and Derivati
Association, Inc., and as amended and updated as at the
Date of the first Tranche of the Notes of the relevant Series);
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Reset Notes:

Zero Coupon Notes:

Change of Interest Basis:

Redemption:

(b) subject to the successor or altervatieference rate provisions
Condition 53, on the basis of a reference rate appearing or
agreed screen page of a commercial quotation service.

The margin (if any) relating to such floating rate will be agreed betv
the Issuer and the relevaned@ler for each Series of Floating Rate Note

Floating Rate Notes may also have a maximum interest rate, a min
interest rate or both.

Interest on Floating Rate Notes in respect of each Interest Peric
agreed prior to issue by the Issuer andréhevant Dealer, will be payabl
on such Interest Payment Dates, and will be calculated on the ba
such Day Count Fraction, as may be agreed between the Issuer &
relevant Dealer.

ResetNotes have reset provisions pursuant to witieh relevantReset
Notes will, in respect of an initial period, bear interest at an initial fi
rate of interest specified in the applicable Final Terms or (in the ca
Exempt Notes) Pricing Supplement. Thereafter, the fixed rate of int
will be reset on one or more date(s) by reference to anmaidket swap
rate or a rate based on the yield for an identified government bor
certain government bonds (in each case relatiriggaelevant Specifie(
Currency, and for a period equal to the Reseti®d, in each case as mi
be specified in the applicable Final Terms or (in the case of Ex
Notes) Pricing Supplement.

The margin (if any) in relation to Reset Notes will be agreed betwee
Issuer and the relevant Dealer for each Series of Redes Mnd will be
specified in the applicable Final Terms or (in the case of Exempt N
Pricing Supplement.

Interest on Reset Not@s respect of each Interest Period as agreed |
to issue by the Issuer and the relevant Dealdl,be payable on sth
Interest Payment &ies, and will be calculated on the basis of such [
Count Fractionas may be agreed between tksuker and the relevai
Dealer

Zero Coupon Notes will be offered and sold at a discount to their not
amount ad will not bear interest.

Notes may be converted from one Interest Basis to another if so prc
in the applicable Final Terms or (in the case of Exempt Notes) Pr
Supplement.

Subject to any purchase and cdladion or early redemption, thBlotes
will be redeemed at their Final Redemption Amount on the Mati
Date.

The applicable Final Termsr (in the case of Exempt Notes) Pricil
Supplementwill indicate either that the relevant Notes cannot
redeemegrior to their stated maturity (other than for taxation reasor
(in the case of Unsubordinated NotésJowing an Event of Default) ol
that such Notes will be redeemable at the option of the I¢sduding,
in the case of Subordinated Notes, upoa ttcurrence of a Capit:
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Denomination of Notes

Taxation:

Negative Pledge:

Events of Defauland
Enforcement Events

Event) and/or the Noteholders upon giving notice to the Noteholdel
the Issuer, as the case may be, on a date or dates specified prior
stated maturity and at a price or prices and(ionthe case of Exemg
Notes only)such other terms as maly each casbee agreed between tt
Issuer and the relevant Dealer. The terms of any such redem
including notice periods, any relevant conditions to be satisfied an
relevant redemption dates and prices will be indicatethénapplicable
Final Termsor (in the case of Exempt Notes) Pricing Supplement

No early redemption of Subordinated Notes may take place withot
prior written consent of th&ME (if and to the extent such consent
required).

The Notes will be issued in such denominations as may be a
between the Issuer and the relevant Dealer save that the min
denomination of each Note will be such amount as may be allow:
required from time to time by the relevant central bankegguivalent
body) or any laws or regulations applicable to the relevant Spec
Cur r e n cCgrtain Restrectioliis Notes having a maturity of less thi
oneyeab above, and save that the
admitted to trading on a relgiled market within the European Econon
Area or offered to the public in a Member State of the Euroj
Economic Area in circumstances which require the publication
prospectus under the Prospectu
Notes are desminated in a currency other than euro, the equive
amount in such currency).

Unless otherwise stated in the applicable Final Tesmgn the case o
Exempt Notes) Pricing Supplememiie minimum denomination of eac
Definitive IAl Registered Note wWibe U.S.$500,000 or its approxima
equivalent in other Specified Currencies.

All payments in respect of the Notes will be made without deductior
or on account of withholding taxes imposed by any Tax Jurisdic
except as required by laws provided in ConditioB. In the event tha
any such deduction is made, the Issuer will, save in certain lir
circumstances provided in Conditid®) be required to pay addition:
amounts to cover the amounts so deducted.

The term=f the Notes will not contain a negative pledge provision.

The terms of thé&JnsubordinatedNotes will contain, amongst others, tl
following events of default:

@) default in payment of any principal or interesiedua respect of
the Notes, continuing for a specified period of time

(b) nonperformance or neobservance by the Issuer of any of
other obligations under the Terms and Conditions continuing
a specified period of time;

© (i) any Financial Indebtedne®f the Issuer or any of its Princip
Subsidiaries becomes due and repayable prematurely by rea
an event of default (however described); (ii) the Issuer or ar
its Principal Subsidiaries fails to make any payment in respe
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Status of théJnsubordinated
Notes:

Status of the Subordinated
Notes:

Subordinated Notés

any Financial Indetedness on the due date for payment; (iii)
security given by the Issuer or any of its Principal Subsidiarie:
any Financial Indebtedness becomes enforceable; or (iv) d¢
is made by the Issuer or any of its Principal Subsidiarie
making any pyment due under any guarantee and/or inderr
given by it in relation to any Financial Indebtedness of any ¢
person, which events either alone or together with any of
other events specified in (i) to (iv) above amount to at I
U.S.$10,000,00Gand

(d) events relating to the insolvency or winding up of the Issuer
its Principal Subsidiaries.

The terms of the Subordinated Notes will contain enforcement &'
relating only to nospayment (allowing a Noteholder to institu
proceedings in Icetad in order to recover the amounts due from
Issuer to such Noteholder) and the liquidation or bankruptcy of the Is
provided that a Noteholder may not itself file for the liquidation
bankruptcy of the Issuer.

The Notes will constitute direct, unconditional, unsubordinated
unsecured obligations of the Issuer and will rgdd passuamong
themselves and (save for certain obligations required to be preferr
law) equally with all other unsecured obligatso(other than obligation
which are expressed to rank junior to the Noifesny) of the Issuer, fron
time to time outstanding.

In relation to obligations required to be preferred by law, cur
Icelandic law provides that, in the event that the Isserers into
winding-up proceedings pursuant to Article 101 of the Act on Finar
Undertakings, the claims of the holders of the Notes and any re
Coupons wi ||l be subordinated t «

The Subordinated Notes will constitute subordinated and unse
obligations of the Issuer and will at all times rayd¢i passuwithout any
preference among themselves.

In the event of a liquidation, dissolution or winding of, or analogous
proceedings ovethe Issuer by way afxercise opublic authority, claims
of the Noteholders against the Issuer in respect of, or arising unde
Notes (including any amounts attributable to the Notes and any dar
awarded for breach of any obligatioheteunder) shall rank:

(1) pari passwvithout preference among themselves;

(i) pari passuwith present or future claims in respect of Pal
Securities;

(iii) in priority to any present or future claims in respect of Jui

Securities; and

(iv) junior to any present or fute claims in respect of Seni
Creditors.

Where the applicable Final Terms or (in the case of Exempt N
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Substitution or Variation:

Use of Proceeds:

Listing and Admission to
Trading:

Governing Law:

Selling Restrictions:

United States Selling
Restrictions:

Exempt Notes:

Pricing Supplement specify that Conditi@riLO applies,if at any tinme a
Tax Event or aCapital Event occurspr to ensure the effectiveness
enforceability of Condition 18he Issuer may, subject to the provisic
of 7.11 (if, and to the extent so required), either substitute all, but
same only, of the Subordinated Notes for, or vary their tefimsduding
changing the governing law of Condition 18 from English law
Icelandic law)so that they remain or, as appropriate, become, Qualif
Securities (as defined in Conditi@nl0, as further provided in Conditio
7.10

The net proceeds from each issue of Notes will be applied by the |
for its general corporate purposes.

Application has been made Euronext Dublirfor Notes issued under tr
Programme to be admitted to the Official List and to trading on
Regulatedvarket.

Notes may be listed or admitted to trading, as the case may be, on o
further stock exchajes or markets agreed between the Issuer anc
relevant Dealer in relation to the relevant Series. Notes which are n
listed nor admitted to trading on any market may also be issued.

The applicable Final Termsr (in the case of Exempt Notes) d¢#nig
Supplemenwill state whether or not the relevant Notes are to be li
and/or admitted to trading and, if so, on which stock exchanges a
markets.

The Notes and any nesontractual obligations arising out of or

connection withthe Notes will be governed by, and construed
accordance with, English lavexcept for(i) the provisions of Conditior
3.2 and Condition 3.3 which shall, in each case, be governed by,

constred in accordance with, Icelandic law and the registration of
VPS Notes in VPSand Condition15.2 which shall in each casebe
governed by, and construed in accordance with, Norwegian la\8.
Notes must comply with theegulations of VPS, and the holders of ¥/
Notes will be entitled to the rights and are subject to the obligation:
liabilities which arise under the Norwegian regulations and legislatior

There are restrictions on the offer, saled transfer of the Notes in tf
United States, the European Economic Area (including the Ui
Kingdom Icelandand Norway, the Peopl ebs Re
Kong, Singapore, Switzerlangnd Japan and such other restrictions
may be required in carection with the offering and sale of a particu
Tranche of Subsoiptiersand Sale end Tiransfer and Sell
Restrictions .

Regulation S, Category 2, Rule 144A and Secti@)2) and TEFRA C
or D/ITEFRA notapplicable, as specified in the applicable Final Teom
(in the case of Exempt Notes) Pricing Supplement

The Issuer may agree with any Dealer that Exempt Notes may be i
in a form not contemplated by the Terms and Conditions of thesh
herein, in which event the relevant provisions will be included in
relevant Pricing Supplement (as defined herein).
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FORM OF THE NOTES

The Notes of each Series will be(ip bearer form, with or without interest coupons attackieédregistered
form, without interest coupons attachad(iii) uncertificated and dematerialised form and cleared through
the VPS Bearer Noteand VPS Notesvill be issued outside the United States in relianc&®egulation S
and Registered Notes will hifered and dal (i) outsideof the United States in reliance on the exemption
from registration provided by Regulation S giifd within the United Statepursuant to an exemption from,
or inatransaction not subject tthe registration requirements of the Securifies

Bearer Notes

Each Tranche of Bearer Notes will be initially issued in the form of a temporary global ri@sperary
Bearer Global Notg or, if so specified in the applicable Final Terows(in the case of Exempt Notes)
Pricing Supplementa permaant global note (&Permanent Bearer Global Noteand, together with a
Temporary Bearer Global Note, eacBearer Global Notg which, in either case, will:

(a) if the Global Notes are intended to be issued in new global NEN) form, as stated in the
applicale Final Termsor (in the case of Exempt Notes) Pricing Supplembatdelivered on or
prior to the original issue date of the Tranche to a common safekeepé€oftitaon Safekeepéer
for Euroclear Bank SA/NVEuroclear) and Clearstream Bankir®A (Clearstream, Luxembourg
and, together with Euroclear, thernational Central Securities Depositoriesor ICSDs); or

(b) if the Global Notes are not intended to be issued in NGN form, be delivered on or prior to the
original issue date of the Tranche to a common siggry (theCommon Depositary) for Euroclear
and Clearstream, Luxembourg.

Where the Bearer Global Notes issued in respect of any Tranche are in NGN form, the applicable Final
Termsor (in the case of Exempt Notes) Pricing Supplemdghitalso indicate wheter such Bearer Global

Notes are intended to be held in a manner which would allow Eurosystem eligibility. Any indication that the
Bearer Global Notes are to be so held does not necessarily mean that the Notes of the relevant Tranche will
be recognised aaligible collateral for Eurosystem monetary policy and idi@g credit operations by the
Eurosystem either upon issue or at any times during their life as such recognition depends upon satisfaction
of the Eurosystem eligibility criteria. The Common Zafeper for NGNs will either be Euroclear or
Clearstream, Luxembourg or another entity approved by Euroclear and Clearstream, Luxembourg.

Whilst any Bearer Note is represented by a Temporary Bearer Global Note, payments of principal, interest
(if any) and ay other amount payable in respect of the Notes due prior to the Exchange Date (as defined
below) will be made (against presentation of the Temporary Bearer Global Note, if the Temporary Bearer
Global Note is not intended to be issued in NGN form) onlth&oextent that certification (in a form to be
provided) to the effect that the beneficial owners of interests in the Temporary Bearer Global Note are not
U.S. persons or persons who have purchased for resale to any U.S. person, as required by UyS. Treasur
Departmentregulations, has been received by Euroclear and/or Clearstream, Luxembourg and Euroclear
and/or Clearstream, Luxembourg, as applicable, has given a like certification (based on the certifications it
has received) to the Principal Paying Agent.

On or after the date (tHexchange Datg which is 40 days after a Temporary Bearer Global Note is issued,
interests in such Temporary Bearer Global Note will be exchangeable (free of charge) upon a request as
described therein either for (i) interestsarPermanent Bearer Global Note of the same Series or (ii) for
definitive Bearer Notes of the same Series with, where applicable, interest coupons and talons attached (as
indicated in the applicable Final Terros (in the case of Exempt Notes) Pricing Seppént in each case

against certification of beneficial ownership as described above unless such certification has already been
given, provided that purchasers in the United States and certain U.S. persons will not be able to receive
definitive Bearer Note The holder of a Temporary Bearer Global Note will not be entitled to collect any
payment of interest, principal or other amount due on or after the Exchange Date unless, upon due
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certification, exchange of the Temporary Bearer Global Note for an shtere@ Permanent Bearer Global
Note or for definitive Bearer Notes is improperly withheld or refused.

Payments of principal, interest (if any) or any other amounts on a Permanent Bearer Global Note will be
made through Euroclear and/or Clearstream, Luxemtp(against presentation or surrender (as the case may
be) of the Permanent Bearer Global Note, if the Permanent Bearer Global Note is not intended to be issued in
NGN form) without any requirement for certification.

The applicable Final Termer (in the case of Exempt Notes) Pricing Supplemenll specify that a
Permanent Bearer Global Note will be exchangeable (free of charge), in whole but not in part, for definitive
Bearer Notes with, where applicable, interest coupons and talons attached onlheaipoourrence of an
Exchange Event. For these purpogesgshange Eventmeans that (i)n the case of Unsubordinated Notes,

an Event of Default (as defined in Conditid9.1) has occurred and is continuimmd, in the case of
Subordinated Notes, an Enforcement Event (as defined in Condifidh has occurred and is continujng

(if) the Issuer has been notified that both Euroclear and Clearstream, Luxembourg have been closed for
business for a contirous period of 14 days (other than by reason of holiday, statutory or otherwise) or have
announced an intention permanently to cease business or have in fact done so and no successor clearing
system is available, or (iii) the Issueetermines that ihas or will become subject to adverse tax
consequences which would not be suffered were the Bearer Notes represented by the Permanent Bearer
Global Note in definitive form. The Issuer will promptly give notice to Noteholders in accordance with
Condition14if an Exchange Event occurs. In the event of the occurrence of an Exchange Event, Euroclear
and/or Clearstream, Luxembourg or the common depositary or the common safekeeper for Euroclear and
Clearstream, Luxembourg, as the case may be, on their behalfj(antihe instructions of any holder of an
interest in such Permanent Bearer Global Note) may give notice to the Principal Paying Agent requesting
exchange and, in the event of the occurrence of an Exchange Event as described in (iii) above, the Issuer
may also give notice to the Principal Paying Agent requesting exchange. Any such exchange shall occur not
later than 45 days after the date of receipt of the first relevant notice by the Principal Paying Agent.

The following legend will appear on all Beaidotes which have an original maturity of more than one year
and on all interest coupons relating to such Notes:

AANY UNITED STATES PERSON WHO HOLDS THI'S OBLI GA
LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE

LIMITA TIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE CODE

OF 1986, AS AMENDED 0

The sections referred to provide that United States holders, with certain exceptions, will not be entitled to
deduct any loss on Bearer Notes or interest casi@nd will not be entitled to capital gains treatmant
respecof any gain on any sale, disposition, redemption or payment of principal in respect of such Notes or
interest coupons.

Notes which are represented by a Bearer Global Note will only bedrabif in accordance with the rules
and procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be.

Registered Notes

The Registered Notes of each Tranche offered and sold in reliance on Regulation S, which will be sold to
nonU.S. person# offshore transactionsutside the United States, will initially be represented by a global
note in registered form [@egulation S Global Noté. Prior to expiry of the distribution compliance period

(as defined in Regulation S) applicalite each Tranche of Notes, beneficial interests in a Regulation S
Global Note may not be offered or sold to, or for the account or benefit of, a U.S. person save as otherwise
provided in Conditior2 and may not be held otherwig®gan through Euroclear or Clearstream, Luxembourg

and such Regulation S Global Note will bear a legend regarding such restrictions on transfer.
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The Registered Notes of each Tranche offered and sold in the United States or to U.S. persons may only be
offered and sold in private transactions (i)@iBs in accordance with Rule 144@r (ii) to Institutional
Accredited Investoraho at the time of acquisition have executed and delivenddl Investment Letter (as

def i ne dermsraddeCondifions ofthefd®d) i n which they agree to pur
account and not with a view to the distribution thergofaccordance with Section 4(a)(2) under the
Securities Act The Registered Notes of each Tranche sold to QIBs will be representeddalangte in
registered form (aRule 144A Global Note and, together with a Regulation S Global Note, each a
Registered Global Notg.

Registered Global Notes will either (i) be deposited with a custodian for, and registered in the name of a
nominee of, TheDepository Trust CompanyDTC) or (ii) be deposited with a common depositary or
common safekeeper, as the case may be, for Euroclear and Clearstream, Luxembourg, and registered in the
name of a common nominee of, Euroclear and Clearstream, Luxembouarthermiame of a hominee of the
common safekeeper, as specified in the applicable Final Terr(ia the case of Exempt Notes) Pricing
Supplement Persons holding beneficial interests in Registered Global Notes will be entitled or required, as
the case mape, under the circumstances described below, to receive physical delivery of definitive Notes in
fully registered form.

The applicable Final Ternw (in the case of Exempt Notes) Pricing Supplement will spediigther or not

such Registered Global Notaee intended to be held in a manner which would allow Eurosystem eligibility
and therefore whether such Registered Global Notes are intended to be held under the New Safekeeping
Structure (theNSS. Any indication that the Registered Global Notes atgetso held does not necessarily

mean that the Notes of the relevant Tranche will be recognised as eligible collateral for Eurosystem
monetary policy and intrday credit operations by the Eurosystem either upon issue or at any times during
their life as sah recognition depends upon satisfaction of the Eurosystem eligibility criteria. Notes intended
to be held under the NSS will be deposited with, and registered in the name of a common nominee of, one of
the ICSDs acting as common safekeeper. The comafekeeper for Notes held under the NSS will either

be Euroclear or Clearstream, Luxembourg or another entity approved by Euroclear and Clearstream,
Luxembourg.

The Registered Notes of each Tranche sold to Institutional Accredited Investors will be itivdefimm,

registered in the name of the holder ther@w#finitive IAl Registered Noteg. Unless otherwise set forth in

the applicable Final Termzr (in the case of Exempt Notes) Pricing SupplemBefinitive 1Al Registered

Notes will be issued onlyniminimum denominations of U.S.$500,000 and integral multiples of U.S.$1,000

in excess thereof (or the approximate equivalents in the applicable Specified Currency). Definitive 1Al
Registered Notes will be subject to the restrictions on transfer setliergin and will bear the restrictive

| egend de s cSubsdriptidn andnShle and Aransfer and Selling Restrigions Il nstituf
Accredited Investors that hold Definitive 1Al Registered Notes may not elect to hold such Notes through
DTC, Euroclar or Clearstream, Luxembourg, but transferees acquiring such Notes in transactions exempt
from Securities Act registration pursuant to Regulation S or Rule 144A under the Securities Act (if available)
may do so upon satisfaction of the requirements apfilid e t o such t r anSulbdseiptonas de
and Sale and Transfer and Selling Restrictions The Registered Gl obal N o
Registered Notes will be subject to certain restrictions on transfer set forth therein and walllbgand

regarding such restrictions.

Payments of principal, interest and any other amount in respect of the Registered Global Notes will, in the
absence of provision to the contrary, be made to the person shown on the Register (as defined in Condition
6.4) as the registered holder of the Registered Global Notes. None of the Issuer, any Paying Agent and the
Registrar will have any responsibility or liability for any aspect of the records relating to or payments or
deliveries nade on account of beneficial ownership interests in the Registered Global Notes or for
maintaining, supervising or reviewing any records relating to such beneficial ownership interests.

Payments of principal, interest or any other amount in respect Bieistered Notes in definitive form will,
in the absence of provision to the contrary, be made to the persons shown on the Register on the relevant
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Record Date (as defined in Conditiér¥) immediately preceding the due date pmyment in the manner
provided in that Condition.

Interests in a Registered Global Note will be exchangeable (free of charge), in whole but not in part, for
definitive Registered Notes without interest coupons or talons attached only upon the ocoofrrance
Exchange Event. For these purpoges;hange Eventmeans that (i) an Event of Default has occurred and

is continuing, (ii) in the case of Notes registered in the name of a nominee for DTC, either DTC has notified
the Issuer that it is unwilling ornable to continue to act as depository for the Notes and no alternative
clearing system is available or DTC has ceased to constitute a clearing agency registered under the Exchange
Act and no alternative clearing system is available, (iii) in the caseot#sNegistered in the name of a
nominee for a common depositary for Euroclear and Clearstream, Luxembourg, the Issuer has been notified
that both Euroclear and Clearstream, Luxembourg have been closed for business for a continuous period of
14 days (othethan by reason of holiday, statutory or otherwise) or have announced an intention permanently
to cease business or have in fact done so and, in any such case, no successor clearing system is available o
(iv) the Issuer has or will become subject to adedax consequences which would not be suffered were the
Notes represented by the Registered Global Note in definitive form. The Issuer will promptly give notice to
Noteholders in accordance with Conditibhif an Exchange Event occurs. In the everthefoccurrence of

an Exchange Event, DTC, Euroclear and/or Clearstream, Luxembourg or any person acting on their behalf
(acting on the instructions of any holder of an interest in such Registered Global Note) may give notice to the
Registrar requesting elxange and, in the event of the occurrence of an Exchange Event as described in (iv)
above, the Issuer may also give notice to the Registrar requesting exchange. Any such exchange shall occur
not later than 10 days after the date of receipt of the fiestaset notice by the Registrar.

Transfer of Interests

Interests in a Registered Global Note may, subject to compliance with all applicable restrictions, be
transferred to a person who wishes to hold such interest in another Registered Global Notefammaha

Definitive IAl Registered Note and Definitive IAl Registered Notes may, subject to compliance with all
applicable restrictions, be transferred to a person who wishes to hold such Notes in the form of an interest in
a Registered Global Note. Nmeneficial owner of an interest in a Registered Global Note will be able to
transfer such interest, except in accordance with the applicable procedures of DTC, Euroclear and
Clearstream, Luxembourg, in each case to the extent applidablgistered Notesare also subject to the
restrictions on transfer set forth therein and will bear a legend regarding such restrictions, see
ASubscription and Sale and Transfer and Selling R

VPS Notes

Each Tranche of V®Notes will be issued in uncertificateddadematerialised book entry form. Legal title

to VPS Notes will be evidenced by book entries in the records of VPS. IssuesSofidBs are subject to the

VPS Account ManageAgr ee ment ( a sTercheahd Gordiionaioh theeNicbes i On fthe is
VPS Notes, the Issuer will send a copy of the applicable Final Ternis the case of Exempt Notes) the

Pricing Supplementp thePrincipal PayingAgent and the VB Account ManagerFollowing notification to

VPS of the terms relating to the 8Motesby (or on behalf of) the Issuer and of the subscribers and their

VPS account details by the relevant Dealer, th& ¥Bcount Manageracting on behalf of the Issuer, will

give instructions to VPS to credit each subscribing account holder with VPS withiaah@mount of VB

Notes equal to the nominal amount thereof for which it has subscribed and paid.

Settlement of sale and purchase transactions in respectNutes in VPS will take place in accordance
with market practice at the time of the transactibransfers of interests in the relevantSARotes will take
place in accordance with the rules and procedures for the time being of VPS.

VPS Notes will not be exchangeable for any physical note or document of title other than statements of
account madeybVPS.
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General

Pursuant to the Agency Agreemeintthe case of Notes other than VPS Notks, Principal Paying Agent

shall arrange that, where a further Tranche of Notes is issued which is intended to form a single Series with
an existing Tranche of Nadeat a point after the Issue Date of the further Tranche, the Notes of such further
Tranche shall be assigned a common code and ISIN and, where applicable, a CUSIP and CINS number
which are different from the common code, ISIN, CUSIP and CINS assigneates bf any other Tranche

of the same Series until such time as the Tranches are consolidated and form a single Series, which shall not
be prior to the expiry of the distribution compliance period (as defined in Regulation S) applicable to the
Notes of sub Tranche.

Any reference herein to Euroclear and/or Clearstream, Luxembourg and/caridil@@ VP Sshall, whenever

the context so permits, be deemed to include a reference to any additional or alternative clearing system
specified in the applicable Final as or (in the case of Exempt Notes) Pricing Supplentgnas may
otherwise be approved by the Issude Principal Paying Agerdand (in the case of VPS Notes) the VPS
Account Manager

A Note may be accelerated by the holder thereof in certain circurastdescribed in ConditiatD. In such
circumstances, where any Note is still represented by a Global Note and the Global Note (or any part
thereof) has become due and repayable in accordance with the Terms and Conditions of such Notes and
payment in fullof the amount due has not been made in accordance with the provisions of the Global Note
then the Global Note will become void at 8.00 p.m. (London time) on the day immediately following such
day. At the same time, holders of interests in such Global &fetlited to their accounts with Euroclear

and/or Clearstream, Luxembourg and/or DTC, as the case may be, will become entitled to proceed directly
against the Issuer on the basis of statements of account provided by Euroclear, Clearstream, Luxembourg
and DIC on and subject to the terms of a deed of covenanbg@hd of Covenant dated30 April 2019 and

executed by the Issuer. In addition, holders of interests in such Global Note credited to their accounts with
DTC may require DTC to deliver definitive Nest in registered form in exchange for their interest in such

Gl obal Note in accordance with DTC6s standard ope

The Issuer may agree with any Dealer that Notes may be issued in a form not contemplated by the Terms and
Conditions of the Nas herein, in which event a new prospectus or a supplement to this Base Prospectus, if
appropriate, will be made available which will describe the effect of the agreement reached in relation to
such Notes.

42



FORM OF FINAL TERMS

Set out below is the form ofrfal Terms which will be completed for each Tranche of Nwtgsh are not
Exempt Notessued under the Programme

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS i The Notes are not intended to be
offered, sold or otherwise made available to, and shoultbanoffered, sold or otherwise made available to

any retail investor in the European Economic ArE&A). For these purposes, a retail investor means a
person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Dérectiv
2014/65/EU §s amended(MiFID 11 ); (i) a customer within the meaning of Directive 2002/92/@&6
amended or supersededhere that customer would not qualify as a professional client as defined in point
(10) of Article 4(1) of MIFID II; or (iii) not aqualified investor as defined in Directive 2003/71/EC (as
amendedor supersedgdthe Prospectus Directivg. Consequently no key information document required

by Regulation (EU) No 1286/2014¢ amendédthe PRIIPs Regulation) for offering or selling theNotes

or otherwise making them available to retail investors in the EEA has been prepared and therefore offering
or selling the Notes or otherwise making them available to any retail investor in the EEA may be unlawful
under the PRIIPs Regulatigfinclude unl ess the Fi nal Terms specifies
Il nvest orso as] iNot Applicabl eo

[*MIFID Il product governance / Professional investors and eligible counterparties only target market

I Solely for the purposes of [the/each] manufaatudes product approval proc
assessment in respect of the Notes has led to the conclusion that: (i) the target market for the Notes is eligible
counterparties and professional clients only, each as defined in [MiFID II/Directive 2(E4/Ga5
amendeyl (MiFID Il )]; and (ii) all channels for distribution of the Notes to eligible counterparties and
professional clients are appropriateefails of any negative target market to be included if appli¢aBiey

person subsequently offering, llsegy or recommending the Notes (distributor) should take into
consideration the manufacturer|[d&6ds/sbd] target marKk
responsible for undertaking its own target market assessment in respect ofebdlyoeither adopting or
refining t he manufacturer[ 6s/ s6] target mar ket
channels.]

[2MIFID 1l product governance / Retail investors, professional investors and ECP$ Solely for the

purposes of [the/eah ] manufacturerés product approval proce
the Notes has led to the conclusion that: (i) the target market for the Notes is eligible counterparties,
professional clients and retail @iits, each as defined in JMD Il/Directive 2014/65/EU (as amended

(MIiFID 11 )]: EITHER: [and (ii) all channels for distribution of the Notes are appropriate, including
investment advice, portfolio management, faolvised sales and pure execution servic@R]“[(ii) all

channels fodistribution to eligible counterparties and professional clients are appropriate, (iii) the following
channels for distribution of the Notes to retail clients are appropriateestment advice[,/ and] portfolio
management[,/ and][ nesdvised salesJjad pur e execution services]|[, su
and appropriateness obligations under MiFID Il, as applicabégingider any negative target markginy

person subsequently offering, selling or recommending the Notegis{dbutor) should take into
consideration the manufacturer[ 0s/s6] target mark
responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or
refining the manddct ur er [ 6 s/ 6 s] target mar ket assessment
channel s, subject to the distributoros sui tabil
applicablel.]]

Legendt o be included on front of the Final Terms if following the | CM/

2 Legend to be included on the front of the Final Terms if following the ICMA 2 approach.

3 Include for bonds that are not ESMA colex

4 Include for certain ESMA complex bonds. This list may need to be amended, for example, if advised sales are deemedindwassarg.
advised sal es, a determination of suitabili oy pwioldluche, npauaeses axgculk
not permitted to retail without the need to make the determination of appropriateness required under Article 25(3) af MiFID |

51 f the Notes constitute Acompl exd p rtordtail avithsut thepneed ¢o make ¢he deteimmationofe r vi ¢
appropriateness required under Article 25(3) of MiFID Il. If there are advised sales, a determination of suitabilityegiidsary.
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[Singapore Securities and Futures Act Product Classitation i Solely for the purposes of its obligations
pursuant to sections 309B(1)(a) and 309B(1)(c) of the Securities and Futures Act (Chaptef 289
Singapore, as modified or amended from time to tithe SFA), the Issuer has determined, and hereby

notifi es al | relevant persons (as defined in section
mar kets productso]/[fAcapital mar kets products oth
the Securities and Futures (Capital Marke Pr oduct s) Regul ations 2018

I nvest ment Productso]/ [ fASpecified | nvesNl2nblatice Pr od

on the Sale of Investment Products and MAS Notice FAA N16: Notice on Recommendations on Imvestme
Products).]

[Datg
ISLANDSBANKI HF.

(incorporated with limited liability inceland
Legal entity identifier (LEI): 549300PZMFIQR79Q0T97

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]
under the U.S.£,500,000,000
Global Medium Term Note Programme

PART AT CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the
Base Prospectus dat&@ April 2019 (the Base Prospectus[as supplemented by the supplement[s] to it

dated flategl [and [datd]] which [together] constitute[s] a base prospectus for the purposf3irefctive
2003/71/EC (as amendedor superseded)for the purposes of these Final Termibge Prospectus
Directive)][the Prospectus Directive] This document constitigethe Final Terms of the Notes described
herein for the purpose of Article 5.4 of the Prospectus Directive and must be read in conjunction with the
Base Prospectus [as so supplemented]. Full information on the Issuer and the offer of the Notes is only
avalable on the basis of the combination of these Final Terms and the Base Prospectus [as so supplemented].
TheBase Prospectus [and the supplement[s]] [has] [have] been published on the website [of [the Issuer]
at[ ] [and] [the Central Bank of Irelah at https://www.centralbank.ie/regulation/indusinarket
sectors/securitiegarkets/prospectuggulation/prospectusgand on the website oEuronext Dublinat
www.ise.ig] and copies may be obtained during normal business hours from the registered office of the
Issuerat Hagasmari 3, 201 Képavogulceland and from the offices of the Riuijpal Paying Agent at
Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB, England.

[The following alternative language applies if the first Tranche of an issue which is being increased was
issued under a Base Prospectus with an earlier Hate.

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the
base prospectus datfatiginal datd which are incorporated by reference in the Base Prospectus 3tated

April 2019(the Base Prospectus This docurent constitutes the Final Terms of the Notes described herein

for the purposes dfArticle 5.4 of Directive 2003/71/ECas amendedr supersededfor the purposes of

these Final Terms, throspectus Directivg][the Prospectus Directive]lThis document nsi be read in
conjunction with the Base Prospectus [as supplemented by the supplement[s] to italat¢drd [datd]]

which [together] constitute[s] a base prospectus for the purposes of the Prospectus Directive. Full
information on the Issuer and tbfer of the Notes is only available on the basis of the combination of these
Final Terms and the Base Prospectus [as so supplemented]. The Base Prospectus [and the supplement[s]]
[has] [have] been published on the website [of [the Issuer] at [ ] [ane]]dntral Bank of Ireland at
https://www.centralbank.ie/regulation/indusimarketsectors/securitiesarkets/prospectus
requlation/prospectusgand on the website duronext Dublinat www.ise.id] and copies may be obtained

during normal business hours from the registered office of the Issugagasmari 3, 201 Kdpavogur,
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Reykjavik Iceland and from the offices of the Principal Paying Agent at Citigroup Centre, Canada Square,
Canary Wharf, London E14 5LB, England.

[Include whichever of the following apply or specify as "Not Applicable" (N/A). Note that the numbering
should remain as sebut below, even if "Not Applicable" is indicated for individual paragraphs or
subparagraphs. Italics denote directions for completing the Final Terms.

[If the Notes have a maturity of less than one year from the date of their issue, the minimum denominat
may need to be £100,000 or its equivalent in any other curiency.

1. Issuer: islandsbanki hf.
2. (a) Series Number: [ ]
(b) Tranche Number: [ 1]

(© Date on which the Notes wil [The Notes will be cosolidated and from a single Seri
be consolidated and form with [ ] on [the Issue Date/exchange of the Tempot
single Series: Global Note for interests in the Permanent Global Note

referred to in paragraph22below, which is expected t
occur on or about [ ]]] [Not Applicable]

3. Specified Currency or Currencies: [ ]
4, Aggregate Nominal Amount:
(a)  Series: [ ]
(b)  Tranche: [ ]
5. Issue Price: [ ] per cent. of the Aggregate Nominal Amount [pl

accrued interest fromirisert daté (if applicablg]
6. (a) Specified @nominations: [ 1]

(In the case of Registered Notes this means the mini
integral amount in which transfers can be made)

(N.B. Where Bearer Notes with multiple denominati
above 0U100,000 or equival
sample wordinghould be followed:

"0100, 000 and integral mu
up to and including 0199,
wi || be issued with a den

(N.B. In the case of \@Notes only one denomination i
permitted)

(b) Calculation Amount: [ 1]

(If only one Specified Denomination, insert the Speci
Denomination. If more than one Specified Denominat
insert the highest common factor. N.B. There must |
common factor in the case of two or more Speti
Denominationg
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10.

11.

12.

13.

(a) Issue Date:

(b) Interest Commencemet
Date:

Maturity Date:

Interest Basis:

Redemption/Payment Basis:

Change of Interest Basis:

Put/Call Options:

(a) Status of the Notes:

(If Subordinated Notes include:

® Redemption upor
occurrence of Capita
Event:
(ii) Substitution or
variation:
(b) Setoff:

(© Date Board approval fo
issuance of Notes obtained:

[ ]
[specifylssue Date/Not Applicable]

(N.B. An Interest Commencement Date will not be releve
for Zero Coupon Noteg.

[Fixed rateor reset rate- specifydate
Floating rate- Interest Payment Date falling in or nearest
[specify month and yejgr

[[ ] percent. Fixed Rate]

[ ]month [LIBOR/EURIBOR/NIBOR/STIBOR/
REIBOR] ++[ ] per cent. Floating Rate]

[Reset Notes]

[Zero Coupoh

(see paragraph [14][15][1@]7] below)

Subject to any purchase and cancellation or e
redemption, the Notes will be redeemed on the Matt
Date at [100] per cent. of their nominal amount

[For the period from (and including) the Intere
Commencement Date, up to (but excludingjatf,
paragraph [14/15/167] applies, and for the period frot
(and including) flatd, up to (and including) the Maturit
Date, paragraph [14/15/[&] applied/[Not Applicable]

[Investor Put]

[Issuer Call]

[Not Applicable]

[(see paragraph §)[19]below)]

[Unsubordinated/Subordinated

[Applicablei Condition7.3applies/Not Applicable

[Applicablei Condition7.10applies/Not Applicable]

[Applicable- Condition 3.3 applies/Not Applicable]

[ ]

(N.B. Only relevant where Board (or similar) authorisati
is required for the particular Tranche of Nojes

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14.

Fixed Rate Note Provisions

[ApplicableNot Applicable]
(If not applicable, delete the remaining subparagraphs
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15.

(@)

(b)

(€)

(d)

(€)
(f)

Rate(s) of Interest:

Interest Payment Date(s):

Fixed Coupon Amount(s):
(Applicable to Notes in
definitive form)

Broken Amount(s):
(Applicable to Mtes in
definitive form)

Day Count Fraction:

Determination Date(s):

Floating Rate Note Provisions

(@)

(b)

(€)

(d)

(€)

(f)

Specified Period(s)/Specifie
Interest Payment Dates:

Business Day Convention:

Additional Business
Centre(s):

Manner in which the Rate c
Interest and Interest Amour
is to be determined:

Party responsible fo
calculatigp the Rate of
Interest and Interest Amout
(if not the Principal Payinc
Agentor, as the case may b
the VPS Calculation Agent

Screen Rate Determination:

a1 Reference Rate
Relevant Time anc

this paragraph

[ ] per cent. per annum payable in arrear on each Int
Payment Date

[ ][and [ ]] in each year up tor including the
Maturity Date
(N.B. This will need to be amended in the case of lon
short coupons

[[ ] per Calculation Amount])/[Not Applicable]

[[ ] per Calculation Amount, payable on the Inter
Payment Date falling [in/on] [ JI/[Not Applicable]

[30/360)/[Actual/Actual (ICMA)]

[[ ]in each year]/[Not Applicable]

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

[Applicable/NotApplicable]

(If not applicable, delete the remaining subparagraphs
this paragraph

[ ]

[Floating Rate Convention/Following Business D

Convention/Modified Following Bsiness Day
Convention/Preceding Business Day Convention]

[ ]

[Screen Rate Determination/ISDA Determination]

Reference Rate: [ ] month [LIBOR/EURIBOR/NIBOR/
STIBOR/REIBOR]
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16.

(9)

(h)

(i)
()
(k)
()

Relevant Financia
Centre:

i Interest
Determination
Date(s):

1 Relevant Screel
Page:

i Reference Ratt
Replacement:

ISDA Determination:

1 Floating Rate
Option:

1 Designated Maturity:

q Reset Date:

Linear Interpolation:

Margin(s):
Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:

Reset Note Provisions:

Relevant Time: [ ] in the Relevant Financial Centre
Relevant Financial Centre: [London/Brussels/Oslo/
Stockholm/Reykjavik]

[ ]

(Second London business day prior to the stdrteach
Interest Period if LIBOR (other than Sterling or eu
LIBOR), first day of each Interest Period if Sterling LIB(
and the second day on which the TARGET2 System is
prior to the start of each Interest Period if EURIBOR
euro LIBOR. For NIBORSTIBOR and REIBOR, inse
second [Oslo/Stockholm/Reykjavik] business day prio
the start of each Interest Period)

[ ]

[Applicable/Not Applicable]

[ ]

[Not Applicable/Applicablei the Rate ofinterest for the
[long/short] [first/last] Interest Period shall be calcula
using Linear Interpolationspecify for each short otohg
interest period]

[+/-][ ] per cent. per annum
[ ] percent. per annum
[ ] percent. per annum

[Actual/Actual (ISDA)] [Actual/Actual]
[Actual/365 (Fixed)]

[Actual/365 (Sterling)]

[Actual/360]

[30/360] [360/360] [Bond Basis]
[30E/360] [Eurobond Basis]

[30E/360 (ISDA)]
[Applicable/Not Applicable]

(If not applicable, delete the remaining sparagraphs of
this paragraph
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(a) Initial Rate of Interest:

(b) First Reset Margin:

(© Subsequent Reset Margin:

(d) Interest Payment Date(s):

(e) Fixed Coupon Amount up ti
(but excluding) the Firs

Reset Date:

(Applicable to Notes in
definitive form)

) Broken Amount(s) up to (bu
excluding) the Kst Reset
Date:

(Applicable to Notes in
definitive form)

(9) Party responsible fo
calculating the Rate o
Interest and Interest Amout
(if not the Principl Paying
Agent or, as the case may k
the VPS Calculation Agent):

(h) First Reset Date:

(1) Second Reset Date:

(), Subsequent Reset Date(s):

(k) Reset Determination Date(s,

0] Relevant Time:
(m) Relevant Screen Page:
(n) Reset Referendeate:

(o) Reset Reference Rate
Conversion:

(p) Original Reset Referenc
RatePaymenBasis:

(q) Mid-SwapRate

[ ] per cent. per annum payable in arrear on each Int
Payment Date

[+/-][ ]per cent. per annum
[[+/-][ ] per cent. per annum]/[Not Applicable]
[ ]in each year up to and including the Maturity Date

[[ ]per Calculation Amount]Not Applicable]

[[ ] per Calculation Amount payable on the Inter
Payment Date falling on [ /[Not Applicable]

[ ]
[[ VINot Applicable]

[[ T[and [ 1V/[Not Applicable]
[ ]

(specify inrelation to each Reset Date

[ ]
[ ]

[Mid-Swap Ratf[Reference Bond[CMT Rate]

[Applicable/Not Applicable]

[Annual/Semiannual/Quarterly/MonthiNot Applicabld

[Single MidSwap Rate/Mean Mi&wap Rate/Nol
Applicablg
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17.

- Reference Rate
Replacement:

- Mid-Swap Floating
Leg Maturity:

- Initial Mid-Swap
Rate Final Fallback:

- Initial Mid-Swap
Rate:

- Reset Perioc
Maturity Initial Mid-
Swap Rate Fina

Fallback:

- Reset Perioc
Maturity Initial Mid-
Swap Rate:

- Last Observable Mid
Swap Rate Final
Fallback:

N First Reset Period Fallback
Yield:

(s) FallbackRelevanfTime:

® Day Count Fraction:

(u) Determination Date(s):

(V) VPS Calculation Agent:

Zero Coupon Note Provisions

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

[Applicable/Not Applicdle]

[ ]

[Applicable/Not Applicable]

(If not applicable, deleteiil ni t i-8Wwa pMi &
immediately beloy

[ ]per cent.
[Applicable/Not Applicable]

(If not applicable, deletdi Re s e t Period
Mid-Swap Rateodo i mmediately

[ ]per cent.

[Applicable/Not Applicable]

[ ]/[Not Applicable]

(N.B. only applicable where the Reset Reference Ra
Reference Bond or CMT Rate

[ J/[Not Applicable]

(N.B. only apptable where the Reset Reference Rat
CMT Rat¢

[30/360F[Actual/Actual (ICMA)]

[[ 1in each year]/[Not Applicable]

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

[ ]/[Not Applicable]

[Applicable/Not Applicable]

(If not applicable, delete themaining subparagraphs of
this paragraph
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(@)
(b)
(€)

Accrual Yield: [ ]per cent. per annum
Reference Price: [ 1]
[30/360]

Day Count Fraction ir [Actual/360]
relation to Early Redemptiol [Actual/365]
Amounts:

PROVISIONS RELATING TO REDEMPTION

18.

19.

Issuer Call [Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraphs
this paragraph

(@) Optional Redemptior [ ]
Date(s):
(b) Optional Redemptior [ ] per Calculation Amount
Amount:
(© If redeemable in part:
@ Minimum [ ]
Redemption
Amount:
(i) Maximum [ 1]
Redemption
Amount:
(d) Notice period (if other thar [ ]
as set out in the Conditions)
(N.B. If setting notice periods which are different to th
provided in the Conditions, the Issuer is advised to cons
the practicalities ofdistribution of information througt
intermediaries, for example, clearing systenishich
require a minimum of 5 ¢
notice for a call)and custodians, as well as any other not
requirements which may apply, for example, asvbeh the
Issuer and the Principal Paying Agégnt
Investor Put: [Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs o
this paragraph
(a) Optional Redemptior [ ]
Date(s):
(b) Optional Redemptior [ ] per Calculatio’Amount
Amount:
(© Notice period (if other thar [ ]

as set out in the Conditions)
(N.B. If setting notice periods which are different to th
provided in the Conditions, the Issuer is advised to cons
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the practicalities of distribution of information throuc
intermediaries, for example, clearing systenishich
require a minimum of 5 ¢
notice for aput) and custodians, as well as any other not
requirements which may apply, for example, as betweel
Issuer and the Principal Payg Agen}

20. Final Redemption Amount: [ ] per Calculation Amount

21. Early Redemption Amount payab [ ] per Calculation Amount
on redemption for taxation reasor
upon the occurrence of a Capit
Eventor on event of default:

GENERAL PROVISIONS APPLICABLE TO THE NOTES
22. Form of Notes:
(a) Form: [Bearer Notes

[Temporary Bearer Global Note exchangeable for
Permanent Bearer Global Note which is exchangeable
Definitive Notes only upon an Exchange Event]]

[Temporary Bearer Global Note exchangeabldXefinitive
Notes on and after the Exchange Date]]

(N.B. The exchange of Temporary Bearer Global Note
Definitive Notes option is not permitted in relation to &
issue of Notes where the Specified Denomination of
Notes in paragraph 6 includes lgnage substantially to th
foll owing effect: Au100, 0
in excess thereof wup to a

[Permanent Bearer Global Note exchangeable for Defin
Notes only upon an Exchange Event]]

[Registered Notes:

[Regulation S Global Note (U.S.$[] nominal amount)
registered in the name of a nominee for [DTC/a comr
depositary for Euroclear and Clearstream, Luxembou
common safekeeper for Euroclear and Clearstre
Luxembourg]]]

[Rule 144A Global Note (L5.$[ ] nominal amount)
registered in the name of a nominee for DTC]]

[Definitive 1Al Registered Notes]|

(In the case of an issue with more than one Global Note
combination of one or more Global Notes and Definitive
Notes, specify the nondl amounts of each Global No
and, if applicable, the aggregate nominal amount of
Definitive 1Al Notes if such information is availaple

52



23.

24,

(b) New Global Note:

Additional Financial Centre(s):

Talons for future Coupons to be
attached to Definitive Bearer Notes:

Signed on behalf of islandsbanki:hf

Duly authorised

[VPS Notes]
[Yes] [No] [Not Applicable]

(In the case of an issue of VPS Notes, this will be
applicable

[Not Applicablegfive detail$

(Note that this paragraph relates to the place of paymen
and not Interest Period end dates to which-pabagraph
15(c)relateg

[Yes, as the Notes have more than 27 coupon paym

Talons may be required if, on exchange into definitive fo
more than 27 coupon payments are still to be made/No]
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PART BT OTHER INFORMATION

1. LISTING AND ADMISSIO N TO TRADING
® Listing: [Official List of Euronext Dublit

(i) Admission to trading: [Application has been made for the Notes to be admi
to trading on [the Regulated Market of Eurmext
Dublin)/[ ] with effect from [ ]]

(iii) Estimate of total expenses related [ ]
admission to trading:

2. RATINGS

Ratings: [The Notes to be issued] [[have been]/[are expecte
be]] rated]:

[insert detail$ by [insert the legal name of theelevant
credit rating agency entity(ies) and associated defi
termg.

[Each of Hefined ternisis established in the Europet
Union and is registered under the Regulation (EC)
1060/2009 (as amended) (IBRA Regulation).]

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Save for any fees payable to the [Managers/Dealers], so far as the Issuer is aware, no person
involved in the issue of the Notes has an interest material to the offer. The [Managers/Dealers] and
their affiliates have amged, and may in the future engage, in investment banking and/or
commercial banking transactions with, and may perform other services for, the Issuer and its
affiliates in the ordinary course of business.]

4, YIELD (Fixed Rate Notes and Reset Notesonly
Indication of yield: [ ]
5. BENCHMARKS REGULATION (Floating Rate Notes and Reset Natakulated by reference t

benchmarks only)

[Amounts payable under the Notes will be calculated by referencgpézify benchmark (as th
term is defined in the Behmarks Regulatiof which is provided bylggal name of the benchma
administratof. As at the date of these Final Termiggpgl name of the benchmark administrat
[appears/does not appear] on the register of administrators and benchmarks estabtis
maintained by the European Securities and Markets Authority pursuant to Article 36 of Reg
(EVU) 2016/1011.

[As far as the Issuer is awaresppcify benchmark (as this term is defined in the Benchn
Regulation] [does not fall within the scope &egulation(EU) 2016/1011by virtue of Article 2 of
that regulatiofthe transitional provisions in Article 51 of Regulati(iU) 2016/1011apply] such
that legal name of the benchmark administratisrnot currently required to obtain authorisation
registration (or, if located outside the EU, recognition, endorsement or equivalence).]]
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(vi)

(vii)

(vii)
(ix)

(x)

(xi)

OPERATIONAL INFORMAT ION
ISIN:

Common Code:

CUSIP:

CINS:

CFI:

FISN:

Any clearing system(s) other than DT
Euroclear and Clearstream, Luxembot
and the relevant identification number(s

Delivery:

Names and addresses of additio
Paying Agent(s) and/or Transfer Agenti
(if any) or alternative VB Account
Manager(if applicable)

VPS Calculation Agent:

Intended to be held in a manner whi
would allow Eurosystem eligibility:

[ ]
[Not Applicable/[ 1]

[Not Applicable/[ ]]

(If the CFI and/or FISN is not required, requested
avail abl e, it/ they shoi
Applicabl ed)

[Not Applicablegive name(s) ah
number(s)[Verdipapirsentralen ASA \(PS), VPS
identification number: [ ]]

Delivery [against/free of] payment

[ ]

[Not Applicablegive namg
(N.B. VPS Notes only

[Yes, Note that the designation "yes" simply means
the Notes are intended upon issuééodeposited witt
one of the ICSDs as common safekeeper],
registered in the name of a nominee of one of the IC
acting as common safekeeper, that is, held undel
NSS,] [include this text for Registered Notes which
to be held under the NF&nd does not necessaril
mean that the Notes will be recognised as elig
collateral for Eurosystem monetary policy and intra «
credit operations by the Eurosystem either upon isst
at any or all times during their life. Such recogniti
will depend upon the HropeanCentral Bank being
satisfied that Eurosystem eligibility criteria have be
met.]

[No. Whilst the designation is specified as "no" at
date of these Final Terms, should the Eurosys
eligibility criteria be amended in the future subhat the
Notes are capable of meeting them the Notes may
be deposited with one of the ICSDs as comn
safekeeper[, and registered in the name of a nomine
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(i)
(ii)
(i)
(iv)
(v)
(vi)
(vii)

DISTRIBUTION

Methad of distribution:

If syndicated, names of Managers:

Date of Subscription Agreement:

Stabilising Manager(s) (if any):

If non-syndicated, name of Dealer:

TEFRA applicability:

one of the ICSDs acting as common safekeeper, thi
held under the NSSinclude this textfor Registered
Notes which are to be held under the NSS3lote that
this does not necessarily mean that the Notes will
be recognised as eligible collateral for Eurosysi
monetary policy and intra day credit operations by
Eurosystem at any timeluring their life.  Such
recognition will depend upon theuBbpean Central
Bank being satisfied that Eurosystem eligibility critel
have been met.]

[Not Applicable]

(In the case of an issue of VPS Notes, this will be
Applicablg

[Syndicated/Norsyndicated]
[Not Applicablefive namels

[ ]

[Not Applicablegive name(3)
[Not Applicablegive namg

[TEFRA DITEFRA C/TEFRA not applicable]

Prohibition of Sales to EEA Reta [Applicable/Not Applicable]

Investors:

THIRD PARTY INFORMAT ION

[[ ] has been extracted from []. The Issuer confirms that duinformation has been accurate
reproduced and that, so far as it is aware and is able to ascertain from information publishgd
no facts have been omitted which would render the reproduced information inaccur

misleading.]/[Not Applicable
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FORM OF PRICING SUPPLEMENT

Set out below is the form of Pricing Supplement which will be completed for each Tranche of Exempt Notes
issued under the Programme

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS i The Notes are not intended to be
offered, s&d or otherwise made available to, and should not be offered, sold or otherwise made available to
any retail investor in the European Economic ArE&A). For these purposes, a retail investor means a
person who is one (or more) of: (i) a retail clientdefined in point (11) of Article 4(1) of Directive
2014/65/EU &s amended(MiFID 11 ); (i) a customer within the meaning of Directive 2002/92/E&
amended or supersededhere that customer would not qualify as a professional client as defined in point
(10) of Article 4(1) of MIFID II; or (iii) not a qualified investor as defined in Directive 2003/71/EC (as
amendedr supersedgdthe Prospectus Directivg. Consequently no key information document required

by Regulation (EU) No 1286/20144 amendédthe PRIIPs Regulation) for offering or selling the Notes

or otherwise making them available to retail investors in the EEA has been prepared and therefore offering
or selling the Notes or otherwise making them available to any retail investor in the EEdermajawful

under the PRIIPs Regulation.]Jncl ude wunl ess the Pricing Suppl ement
Ret ai l l nvestor o as fANot Applicabl eo

[MIFID Il product governance / target market i [appropriate target market legend to be inclufjed
[Singapore Securities and Futures Act Product Classificatioii Solely for the purposes of its obligations

pursuant to sections 309B(1)(a) and 309B(1)(c) of the Securities and Futures Act (Chaptef 289
Singapore, as modified or amended from time tcet{the SFA), the Issuer has determined, and hereby

notifies all relevant persons (as defined in sect
mar kets productso]/ [fAcapital mar ket s p rasdefinedirs ot h
the Securities and Futures (Capital Mar ket s Proc
I nvest ment Productso]/ [ ASpecified | nvesNl2nblatite Pr od

on the Sale of Investment Products and3$/Notice FAA N16: Notice on Recommendations on Investment
Products).]

NO PROSPECTUS IS REQUIRED IN ACCORDANCE WITH DIRECTIVE 2003/71/EC (AS
AMENDED OR SUPERSEDED FOR THE ISSUE OF NOTES DESCRIBED BELOW.

[Datg
[SLANDSBANKI HF.
(incorporated with limitediability in Iceland

Legal entity identifier (LEI): 549300PZMFIQR79Q0T97

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]
under the U.S.£,500,000,000
Global Medium Term Note Programme

PART A7 CONTRACTUAL TERMS

Any person making or intenalj to make an offer of the Notes may only do so in circumstances in which no
obligation arises for the Issuer or any Dealer to publish a prospectus pursuant to Article 3 of the Prospectus
Directive or to supplement a prospectus pursuant to Article 16edPtbspectus Directive, in each case, in
relation to such offer.

This document constitutes the Pricing Supplement for the Notes described herein. This document must be
read in conjunction with the Base Prospectus da@eApril 2019 (the Base Prospectus[as supplemented
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by the supplement[s] dated [| [and [ ]]]. Full information on the Issuer and the offer of the Notes is only
available on the basis of the combination of this Pricing Supplement and the Base Prospectus [as soO
supplemented]. The Bag¥ospectus [and the supplement[s]] [has] [have] been published on the website of
the Central Bank of Ireland atttps://wwwcentralbank.ie/regulation/industrgarketsectors/securities
markets/prospectuggulation/prospectusgand on the website oEuronext Dublinat www.ise.id and

copies may be obtained during normal business hours fremegistered office of the Issuerdgasmari 3,

201 Koépavoguriceland and from the offices of the Principal Paying Agent at Citigroup Centre, Canada
Square, Canary Wharf, London E14 5LB, England.

Terms used herein shall be deemed to be defined asesuble purposes of the Conditions (Bienditions)
set forth in the Base Prospect[dated priginal datd [and the supplement datediatd] which are
incorporated by reference in the Base Prospectus]

[Include whichever of the following apply or specfy "Not Applicable” (N/A). Note that the numbering
should remain as set out below, even if "Not Applicable" is indicated for individual paragraphs or
subparagraphs. Italics denote directions for completing the Pricing Suppl¢ément.

[If the Notes have a raity of less than one year from the date of their issue, the minimum denomination
may need to be £100,000 or its equivalent in any other curiency.

1. Issuer: islandsbanki hf.
2. @) Series Number: [ 1]
(b) Tranche Number: [ 1]

(© Date on whiclthe Notes will [The Notes will be consolidated and from a single Se
be consolidated and form with [ ] on [the Issue Date/exchange of the Tempot
single Series: Global Note for interests in the Permanent Global Note

referred to in paragrapB2 below, which is expected t
occur on or about [ ]]] [Not Applicable]

3. Specified Currency or Currencies: [ ]
4. Aggregate Nominal Amount:
(a) Series: [ 1]
(b)  Tranche: [ ]
5. Issue Price: [ ] per cent. of the Aggregate Nominal Amount [pl

acaued interest fromilfisert daté (if applicablé]
6. (a) Specified Denominations: [ ]

(In the case of Registered Notes this means the mini
integral amount in which transfers can be made)

(N.B. Where Bearer Notes with multiple denaations
above 0100, 000 or equi val
sample wording should be followed:

"uUl00,000 and integral mu
up to and including 0199,
will be issued with a denominatienb ove 0199
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10.

11.

12.

13.

(b) Calculation Amount:

(a) Issue Date:
(b) Interest Commencemet
Date:

Maturity Date:

Interest Basis:

Redemption/Payment Basis:

Change of Interest Basis:

Put/Call Options:

(@) Status of the Ntes:
(If Subordinated Notes include:
(i) Redemption upor

occurrence of a Capite
Event:

(N.B. In the case of \@Notes,only one denomination i
permitted)

[ ]

(If only one Specified Denomination, insert the Speci
Denomination. If more than one Specified Denominat
insert the highest commofactor. N.B. There must be
common factor in the case of two or more Speci
Denominationg

[ ]

[specifylssue Date/Not Applicable]

(N.B. An Interest Commencement Date will not be agler
for Zero Coupon Noteg.

[Fixed rate or reset rate Specify dateFloating Rate-
Interest Payment Date falling in or nearest to fhgecify
month and yedt

[[ ] percent. Fixed Rate]

[ ]month [LIBOR/EURIBAR/NIBOR/STIBOR/
REIBOR] +- [ ] per cent. Floating Rate]

[Reset Notes]

[Zero Coupon]

[specify othdr

(see paragraph [14][1H]6][17] below)

[Subject to any purchase and cancellation or e
redemption, the Notes will be redeainen the Maturity
Date at [100] per cent. of their nominal amousgécify
othef

[For the period from (and including) the Intere
Commencement Date, up to (but excludingjatf,
paragraph [14/15/167] applies, and for the pied from
(and including) flatd, up to (and including) the Maturit
Date, paragraph [14/15/M&] applied/[Not Applicable]

[Investor Put]

[Issuer Call]

[Not Applicable]

[(see paragraph §][19]below)]

[Unsubordinated/Subordinated

[Applicablei Condition 7.3 applies/Not Applicable]
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(b)
(c)

(i)  Substitution or
variation:

Setoff:

Date Board approval fo
issuance of Notes obtained:

[Applicablei Condition 7.10 applies/Not Apigkble]

[Applicablei Condition 3.3. applies/Not Applicable]
[ ]

(N.B. Only relevant where Board (or similar) authorisati
is required for the particular Tranche of Nojes

PROVISIONS RELAT ING TO INTEREST (IF ANY) PAYABLE

14.

15.

Fixed Rate Note Provisions

(@)

(b)

(c)

(d)

(e)

(f)

(¢))

Rate(s) of Interest:

Interest Payment Date(s):

Fixed Coupon Amount(s):
(Applicable to Notes in
definitive form)

Broken Amount(s):
(Applicable to Notes in
definitive form)

Day Count Fraction:

Determination Date(s):

Other terms relating to th
method of calculating intere
for Fixed Rate Notes:

Floating Rate Note Provisions

(@)

(b)

Specified Period(s)/Specifie
Interest Payment Dates:

Business Day Convention:

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs o
this paragraph

[ ] per cent. per annum payable in arrear on each Intere
Payment [&te

[ 1[and [ ]] in each year up to and including tt
Maturity Date
(N.B. This will need to be amended in the case of long ¢
short coupones

[[ ] perCalculation Amount])/[Not Applicable]

[[ ] per Calculation Amount, payable on the Inter
Payment Date falling [in/fon] [ JJ/[Not Applicable]

[30/360]/[Actual/Actual [CMA)]/[ specify other

[[  ]in each year]/[Not Applicable]

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

[Nonehgive detail$

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraph
this paragraph

[ ]

[Floating Rate Convention/Following Business D
Convention/Modified Following Business De
Convention/Preceding Business Day Convensipacify
other]
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(c)

(d)

(e)

(f)

(¢))

(h)

(i)

Additional Business
Centre(s):

Manner in which the Rate c
Interest and Interest Amour
is to be determined:

Party responsible fo
calculating the Rate o
Interest and Interest mount
(if not the Principal Payinc
Agentor, as the case may b
the VPS Calculation Agent

Screen Rate Determination:

1 Reference Rate
Relevant Time anc
Relevant Financia
Centre:

q Interest
Determination
Date(s):

q Relevant Screel
Page:

i Reference Ratt
Replacement:

ISDA Determination:

1 Floating Rate
Option:

1 Desdgnated Maturity:

i Reset Date:

Linear Interpolation:

Margin(s):

[ ]

[Screen Rate Determination/ISDA Determinatsp#gcify
othef

Reference Rate: [ ] month [LIBOR/EURIBOR/NIBOR/
STIBOR/REIBOR/specify othdr

Relevant Time: [ ] in the Relevant Financial Centre
Relevant Financial Centre: [London/Brussels/Oslo/
Stockholm/Reykjavilgpecify othgr

[ ]

(Second London business day prior to the start of each
Interest Period if LIBOR (other than Sterling or euro
LIBOR), first day of each Interest Period if Sterling LIBO
and the second day on which the TARGET2 System is ¢
prior to the start of each Interest Period if EURIBOR or
euro LIBOR. For NIBOR, STIBORd REIBOR, insert
second [Oslo/Stockholm/Reykjavik] business day prior t
the start of each Interest Period)

[ ]

[Applicable/Not Applicable]

[Not Applicable/Applicablei the Rate of Interest for th
[long/short] [first/last] Interest Period shall be calcula
using Linear Interpolationspecify for each short diong
intereg period)]

[+/-][ ] per cent. per annum
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16.

()
(k)
()

(m)

Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:

Fall back provisions
rounding provisions,
denominator and any othe
terms relating to the metho
of calculating interds on
Floating Rate Notes, i
different from those set out i
the Conditions:

Reset Note Provisions:

(@)

(b)
(€)
(d)
(e)

(f)

(9)

Initial Rate of Interest:

First Reset Margin:
Subsequent Reset Margin:
Interest PaymdrDate(s):

Fixed Coupon Amount up ti
(but excluding) the Firs
Reset Date:
((Applicable to Notes in
definitive form)

Broken Amount(s) up to (bu
excluding) the First Rese
Date:

((Applicable to Nats in
definitive form)

Party responsible fo
calculating the Rate o
Interest and Interest Amout
(if not the Principal Payin¢
Agent or, as the caseay be,
the VPS Calculation Agent):

[ ]per cent. per annum
[ ] percent. perannum

[Actual/Actual (ISDA)] [Actual/Actual]
[Actual/365 (Fixed)]

[Actual/365 (Sterling)]

[Actual/360]

[30/360] [360/360] [Bond Basis]
[30E/360] [Eurobond Basis]

[30E/360 (ISDA)]
[specify othdr

[ ]

[Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs
this paragraph)

[ ] per cent. pr annum payable in arrear on each Inte
Payment Date

[+/-1[
[+l

[ ]ineach year up to and includittge Maturity Date

] per cent. per annum

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

[[ ]per Calculation Amount])/[Not Applicable

i ] per Calculation Amount payable on the Inter
Payment Date fallingon[ ]J/[Not Applicable]

[ ]
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(h)
(i)
()
(k)

()

(m)
(n)
(0)

(P)

(@)

(r)

First Reset Date: [ 1]

Second Reset Date: [ VINot Applicable]
Subsequent Reset Date(s): [[ ][and[ ])/[Not Applicable]
Reset Determination Date(s, [ ]

(specify in relation to each RetsDatg

Relevant Time: [ 1]
Relevant Screen Page: [ 1]
Reset Reference Rate: [Mid-Swap Rate]/[Reference Bond]/[CMT Rate]

Reset Reference Rate [Applicable/Not Applicable]
Conversion:

Original Reset Referenc

RatePaymenBasis: [Annual/Semiannwal/Quarterly/MonthlyNot Applicablg
Mid-Swap Rate: [Single MidSwap Rate/Mean Mi$wap Rate/Nol
Applicable]

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

- Reference Rate¢ [Applicable/Not Applicablé
Replacement:

- Mid-Swap Floating Leg [ ]
Maturity:

- Initial Mid-Swap Rate [Applicable/Not Applicable]
Final Fallback:
(If not applicable, deleted | ni t i-8Wa pMi &k
immediately beloyv

- Initial Mid-Swap Rate: [ ]percent.

- Reset Period Maturity [Applicable/Not Applicable]
Initial Mid-Swap Rate
Final Fallback: (If not applicable, deletdi Re s e t Period
Mid-Swap Rated i mMmmediately

- Reset Period Maturity [ ] per cent.
Initial Mid-Swap Rate:

- Last Observable Mid [Applicable/Not Applicable]
Swap Rate Final Falllo&:

First Reset Period Fallbac [ ]/[Not Applicable]

Yield:
(N.B. only applicable where the Reset Reference Ra
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17.

Reference Bond or CMT Rate

(s) FallbackRelevant Time: [ V[Not Applicable]
(N.B. only applicable wherené Reset Reference Rate
CMT Ratg
® Day Count Fraction: [30/360]/[Actual/Actual (ICMA)]
() Determination Date(s): [[  1ineach year]/[Not Applicable]
(Only relevant where Day Count Fraction is Actual/Acti
(ICMA). In such a case, insert regular intstepayment
dates, ignoring new issue date or maturity date in the «
of a long or short first or last coupgn.
(V) VPS Calculation Agent: [ VINot Applicable]
(w) Any other terms relating tc [ ]
the method of calculatin
interest on Reset Notes,
differentfrom those set out ir
the Conditions:
Zero Coupon Note Provisions [Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs o
this paragraph
(a) Accrual Yield: [ ] percent. perannum
(b) Reference Price: [ 1]
(© Day Coun Fraction in [30/360]

relation to Early Redemptiol [Actual/360]
Amounts: [Actual/365]

[specify othdr

PROVISIONS RELATING TO REDEMPTION

18.

Issuer Call: [Applicable/Not Applicable]

(@)

(b)

(€)

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

Optional Redemptior [ ]

Date(s):

Optional Redemptior [[ ] per Calculation Amoungpecify othelsee Appendix]
Amount:

If redeemable in part:

) Minimum [ 1]
Redemption
Amount:

(i) Maximum [ ]
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19.

20.

21.

Redemption
Amount:

(d) Notice period (if other thar
as €t out in the Conditions):

Investor Put:

(a) Optional Redemptior
Date(s):

(b) Optional Redemptior
Amount:

(© Notice period (if other thar
as set ouin the Conditions):

Final Redemption Amount:

Early Redemption Amount payab
on redemption for taxation reasor
upon the occurrence of a Capil
Eventor on event of default:

[ ]

(N.B. If setting notice periods which are different to th
provided in the Conditions, the Issuer is advised to cons
the practicalities of distribution of information throuc
intermediaries, for example, clearing ssgms (which
require a minimum of 5 ¢
notice for a calljand custodians, as well as any other not
requirements which may apply, for example, as betweel
Issuer and the Principal Paying Agégnt

[Applicable/Na Applicable]
(If not applicable, delete the remaining subparagraphs o
this paragraph

[ ]

[[ ] per Calculation Amounspecify othetsee Appendix]

[ ]

(N.B. If setting notice periods which are different to th
provided in the Conditions, the Issuer is advised to cons
the practicalities of distribution of information throuc
intermediaries, for example, clearing systenshich
require a minimum of 5 ¢
notice for a putand custodians, as well as any other not
requirements which may apply, for example, as betweel
Issuer and the Principal Paying Agégnt

[[ ] per Calculation Amoungpecify othesee Appendix]

[[ ] per Calculation Amounspecify othesee Appendix]

GENERAL PROVISIONS APPLICABLE TO T HE NOTES

22.

Form of Notes:

(a) Form:

[Bearer Notes

[Temporary Bearer Global Note exchangeable for
Permanent Bearer Global Note which is exchangeable
Definitive Notes only upon an Exchange Event]]

[Temporary Bearer Global Note exclysable for Definitive
Notes on and after the Exchange Date]]

65



23.

24.

25.

(b) New Global Note:

Additional Financial Centre(s):

Talons fo future Coupons to b
attached to Definitive Bearer Notes:

Other termsr special coditions

Signed on behalf of islandsbanki hf.:

Duly authorised

(N.B. The exchange of Temporary Bearer Global Note
Definitive Notes option is not permitted in relation to &
issue of Notes where the Specified Denomination of
Notes in paragraph 6 giudes language substantially to tl
foll owing effect: Anul100, 0
in excess thereof up to a

[Permanent Bearer Global Note exchangeable for Defin
Notes only upon an Exchange Event]]

[Registerd Notes:

[Regulation S Global Note (U.S.$[] nominal amount)
registered in the name of a nominee for [DTC/a comr
depositary for Euroclear and Clearstream, Luxembou
common safekeeper for Euroclear and Clearstre
Luxembourg]]]

[Rule 144A Glolal Note (U.S.$[ ] nominal amount)
registered in the name of a nominee for DTC]]

[Definitive 1Al Registered Notes]]

(In the case of an issue with more than one Global Note
combination of one or more Global Notes and Definitive
Notes, specgjf the nominal amounts of each Global Nt
and, if applicable, the aggregate nominal amount of
Definitive 1Al Notes if such information is availaple

[VPS Notes]
[Yes] [No] [Not Applicable]

(In the case of an issue of VPS Notes thik be Not
Applicablg

[Not Applicablegfive detail$

(Note that this paragraph relates to the place of paymen
and not Interest Period end dates to which-pabagraph
15(c)relateg

[Yes, as the Notes have more than 27 coupon paym

Talons may be required if, on exchange into definitive fo
more than 27 coupon payments are still to be made/No]

[ ]
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(i)
(ii)

(i)

(ii)
(i)
(iv)
(v)
(vi)

(vii)

(vii)
(i)

(x)

(xi)

PART BT OTHER INFORMATION

LISTING AND ADMISSIO N TO TRADING

Listing:

Admission to trading:

OPERATIONAL INFORMAT ION
ISIN:

Common Code:

CUSIP:

CINS:

CFI:

FISN:

Any clearing system(s) other than DT
Euroclear and Clearstream, Luxembot
and the relevant identification number(s

Delivery:

Names and addresses of additio
Paying Agent(s) and/or Transfer Agenti
(if any) or alternative VB Account
Managet(if applicable)

VPS Calculation Agent:

Intended to be held in a manner whi
would allow Eurosystem eligibility:

[[ J/Noneg]

[Application has been made for the Notes to be admi
to trading on ppecify market note this should not be
regulated markgt with effect from [ ]}/Not

Applicable]

[ ]
[Not Applicable/[ ]

[Not Applicade/[ ]]

(If the CFI and/or FISN is not required, requested
availabl e, it/ they shoi
Applicabl ed)

[Not Applicablegive name(s) anc
number(s)[Verdipapirsentralen ASA \(PS), VPS
identification number: [ ]

Delivery [against/free of] payment

[ ]

[Not Applicablegive namg
(N.B. VRS Notes only

[Yes. Note that the designation "yes" simply means
the Notes a intended upon issue to be deposited v
one of the ICSDs as common safekegpeand
registered in the name of a nominee of one of the IC
acting as common safekeeper, that is, held undel
NSS,][include this text for Registered Notes which
to be held under the N$&nd does not necessari
mean that the Notes will be recognised as elig
collateral for Eurosystem monetary policy and intra «
credit operations by the Eurosystem either upon isst
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(vi)
(vii)

DISTRIBUTION

Method of distribution:

If syndicated, names of Managers:

Date of Subscription Agreement:
Stabilising Manager(s) (if any):
If non-syndicded, name of Dealer:

TEFRA applicability:

at any or all times during their life. Suckcognition
will depend upon the @opeanCentral Bank being
satisfied that Eurosystem eligibility criteria have be
met.]

[No. Whilst the designation is specified as "no" at
date of this Pricing Supplement, should the Eurosys
eligibility criteria be amended in the future such that
Notes are capable of meeting them the Notes may
be deposited with one of the ICSDs as comn
safekeepdr and registered in the name of a nhominee
one of the ICSDs acting as common safekeeperjgh:
held unde the NSS inhclude this text for Registere
Notes which are to be held under the NSHote that
this does not necessarily mean that the Notes will
be recognised as eligible collateral for Eurosysi
monetary policy and intra day credit operationsthogy
Eurosystem at any time during their life. Su
recognition will depend upon theuEpean Central
Bank being satisfied that Eurosystem eligibility critel
have been met.]

[Not Applicable]

(In the case of an issue of VPS Notes, this will be
Applicable)

[Syndicated/Norsyndicated]
[Not Applicablefive namels

[ ]

[Not Applicablegive name(3)
[Not Applicablefive namg

[TEFRA D/TEFRA C/TEFRA not applicable]

Prohibition of Sales to EEA Reta [Applicable/Not Applicable]

Investors:
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TERMS AND CONDITIONS OF THE NOTES

The following are the Terms and Giitions of the Notes which will be incorporated by reference into each
Global Note (as defined below) and each definitive Note, in the latter case only if permitted by the relevant
stock exchange or other relevant authority (if any) and agreed by the Esdéhe relevant Dealer at the

time of issue but, if not so permitted and agreed, such definitive Note will have endorsed thereon or attached
thereto such Terms and Conditionghe following are also the Terms and Conditions of the Notes which
will be applicable to each VBNote. VFS Notes will not be evidenced by any physical notdamument of

title other than statements of account made by MP8.applicable Final Termsr (in the case of Exempt
Notes) Pricing Supplemefr the relevant provisionshereof) will be endorsed upon, or attached to, each
Global Note and definitive Note.

This Note is one of a Series (as defined below) of Notes issued by Islandsbanki lssu#iepursuant to
the Agency Agreemerand, if applicable, the VPS&ccount Manger Agreemen{eachas defined below).

References herein to tiMotesshall be references to the Notes of this Series and shall mean:

(@) in relation to any Notes represented by a global Not&l¢dal Note), units of each Specified
Denomination in the Speaodd Currency;

(b) any Global Note;

(© any definitive Notes in bearer forrBéarer Noteg issued in exchange for a Global Note in bearer
form;

(d) any definitive Notes in registered foriRégistered Notey (whether or not issued in exchange for a
Global Note in regigtred form) and

(e) any Notes issued in uncertificated and dematerialised book entry 4@ ote9 and cleared
through Verdipapirsentralen ASA, the Norwegian central securities depoSBsy. (

In the case of Notes other than ¥Rotes, he Notes and thedlipons (as defined below) have the benefit of

an Agency Agreement (such Agency Agreement as amended and/or supplemented and/or restated from time
to time, theAgency Agreemeny dated30 April 2019 and made between the Issuer, Citibank, N.A., London
Branchin its capacities as issuing and principal paying agent and agent bafki(ttipal Paying Agent,

which expression shall include any successor principal paying agent, and, together with any substitute or
additional paying agents appointed in accordanitke the Agency Agreement, tieaying Agent9 and as
exchange agent (thExchange Agent which expression shall include any successor exchange ,agent)
Citigroup Global Market€uropeAG in its capacities as registrar (tRegistrar, which expression shall

include any successor registrar) and as transfer agent and the other transfer agents named therein (togethe
with the Registrar, th&ransfer Agents, which expression shall include any additional or successor transfer
agents).

In the case of V8 Notes, theNotes have the benefit of a VR®count ManageAgreement(such VPS
Account ManageAgreement as amended and/or supplemented and/or restated from time to tiieSthe
Account Manager Agreemeni dated 8 May 2015 and made between the Issuer ARIEank ASA (the
VPS Account Manager, which expression shall include any succesamount managen relation to VIS
Notes cleared through VP&hd the Agency Agreement to the extent specified therein.

Interest bearing definitive Bearer Notes have interest coufamgppng and, if indicated in the applicable

Final Terms (as defined belowy (in the case of Exempt Notes) Pricing Supplenfastdefined below)

talons for further Coupond élons) attached on issue. Any reference herein to Coupons or coupons shall,
unless the context otherwise requires, be deemed to include a reference to Talons or talons. Registered
Notes and Global Notes do not have Coupons or Talons attached o\isgueference herein to Coupons,
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Talons or related expressions shall not applVRS Notes.In the case of Definitive Bearer Notes only, any
reference herein to Notes shall, unless the context otherwise requires, be deemed to include a reference to
Coupons.

Any reference tdNoteholdersor holders in relation to any Notes shall meam ¢he case of Bearer Notes)

the holders of the Notegin the case of Registered Notes) the persons in whose name the Notes are
registered and shall, in relation to any Notes represented by a GlobabNoteelation to any VPS Notes

be construed as primed below. Any reference herein @uponholders shall mean the holders of the
Coupons and shall, unless the context otherwise requires, include the holders of the Talons.

As used hereinTranche means Notes which are identical in all respects (inctudia to listing and
admission to trading) anBeriesmeans a Tranche of Notes together with any further Tranche or Tranches of
Notes which (ajpreexpressed to be consolidated and form a single series ahdvthe same terms and
conditions or terms ancbnditions which are the same in all respects save for the amount and date of the first
payment of interest thereon and the date from which interest starts to. accrue

In the case of Notes other than VPS Notles,Noteholders and the Couponholders ariéeshto the benefit

of the Deed of Covenant (tlizeed of Covenant dated30 April 2019 and made by the Issuer. The original

of the Deed of Covenant is held by the common depositary for Euroclear (as defined below) and
Clearstream, Luxembourg (as defirmow).

Copies of the Agency Agreemetite VPSAccount ManageAgreementa deed poll (th®eed Pol) dated

20 June2013 and made by the Issuer and the Deed of Covenant are available for inspection during normal
business hours at the specified office atle of the Principal Paying Agent, the Registrar and the other
Paying Agents, the Exchange Agent and the other Transfer Agents (such Agents and the Registrar being
together referred to as tlgents and (in the case of the VP& count ManageAgreement oly) at the
specifiedoffice of the VPSAccount Manager

References herein txempt Notesare to Notes for which no prospectus is required to be published under
Directive 2003/71/EGas amendedr supersedgdand includes any relevant implementing measo a
relevantMember State of the European Economic Arfea the purposes of these Terms and Conditions of
the Notesthe Prospectus Directiva.

The final terms for this Note (or the relevant provisions thereof) are set out in (i) in the case afthates

than Exempt Notes, Part A of a final terms documeimal Terms) attached tpendorsed omr otherwise
deemed to apply tthis Note which completes these Terms and ConditionsGtmlitions) or (ii) in the

case of Exempt Note®art A ofa pricingsupplementRricing Supplemen) attached to, endorsed on or
otherwise deemed to apply to this Netkich supplements, amends, modifies and replaces these Conditions
and may specify other terms and conditions which shall, to the extent so specified er dmtaht
inconsistent with the Conditions, replace or modify the Conditions for the purposes of this Note. References
herein to theapplicable Final Termsor (in the case of Exempt Notes)plicable Pricing Supplementare
accordingly to Part A of the Fihderms or Pricing Supplement, as the case may (be,the relevant
provisions thereof) relating to the Notes.

Copies of the Final Terms will, in the case of Notes admitted to trading on the regulated maxkenet

Dublin, be published on the websiteof the Central Bank of Ireland at
https://www.centralbank.ie/regulation/indusinarketsectors/securitiemarkets/prospectregulation/
prospectuseand on the website &uronext Dubliratwww.ise.ie If the Notes are to be admitted to trading

on any other regulated market in the European Economic Area, the applicable Final Termpublidhed

in accordance with the rules and regulations of the relevant listing authority or stock exchange and otherwise
in accordance with Article 14 of the Prospectus Directive.

Copies of the applicable Final Terms are also available for viewing aggietared office of the Issuer and
of the Principal Paying Agent and copies may be obtained from those offices
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In the case of Exempt Notesopies of the applicable Pricing Supplement may be obtained from the
registered office of the Issuer and the offic# the Principal Paying Agent orty a Noteholder holding one

or more Notes and such Noteholder must produce evidence satisfactory to the Issuer and the relevant Agent
as to its holding of such Notes and identity.

The Noteholders and the Couponholdams deemed to have notice of, and are entitled to the benefit of, all

the provisions of the Agency Agreemetiite VPSAccount ManageAgreementthe Deed Poll, the Deed of
Covenant and the applicable Final Terans(in the case of Exempt Notes) PricingpBlementwhich are
applicable to them. The statements in the Conditions include summaries of, and are subject to, the detailed
provisions of the Agency Agreemeamd, in the case of \@Notes, the VP3\ccount ManageAgreement

Words and expressions dedihin the Agency Agreement or used in the applicable Final Terrfia the

case of Exempt Notes) Pricing Supplemshall have the same meanings where used in the Conditions
unless the context otherwise requires or unless otherwise stated and proviged th@ event of
inconsistency between the Agency Agreement and the applicable Final deiimsthe case of Exempt
Notes) Pricing Supplemerthe applicable Final Tern@ (in the case of Exempt Notes) Pricing Supplement
will prevail.

1. FORM, DENOMINATIO N AND TITLE
1.1 Form and denomination

The Notes areither (i)in bearer form(ii) in registered form as specified in the applicable Final
Termsor (in the case of Exempt Notes) Pricing Supplensed, in the case of definitive Notes,
serially numberedr (iii) VPS Notes, in each cas@ the Specified Currency and the Specified
Denomination(s). Notes of one Specified Denomination may not be exchanged for Notes of another
Specified DenominatiarBearer Notes may not be exchanged for Registered Noté¢®S Noes
Registered\otes may not be exchanged earer Notes oPS Notes VPS Notes may not be
exchanged for Bearer Notes or Registered Notes.

The Notes may be Fixed Rate Notes, Floating Raites, ReseNotes, Zero Coupon Notes or a
combination of any othe foregoing, depending upon the Interest Basis shown in the applicable
Final Termsor (in the case of Exempt Notes) Pricing Supplement

The Notes may be Unsubordinated Notes or Subordinated Notes, depending upon the Status shown
in the applicable Finaldrms or (in the case of Exempt Notes) Pricing Supplement.

Definitive Bearer Notes are issued with Coupons attached, unless they are Zero Coupon Notes in
which case references to Coupons and Couponholders in the Conditions are not applicable.

VPS Notes will not be evidenced by any physical note or any other document of title other than
statements of accounts made by VPS.

1.2 Title to Notes other than VPS Notes
This Conditionl.2 only applies to Notes other than SRotes.

Subject aset out below, title to the Bearer Notes and Coupons will pass by delivery and title to the
Registered Notes will pass upon registration of transfers in accordance with the provisions of the
Agency Agreement. The Issuer and any Agent will (except asvafieerequired by law) deem and

treat the bearer of any Bearer Note or Coupon and the registered holder of any Registered Note as
the absolute owner thereof (whether or not overdue and notwithstanding any notice of ownership or
writing thereon or notice adny previous loss or theft thereof) for all purposes but, in the case of any
Global Note, without prejudice to the provisions set out in the next succeeding paragraph.
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1.3

2.1

For so long as any of the Notes is represented by a Global Note held on behalf oédEuBack

SA/NV (Euroclear) and/or Clearstream Bankir§A. (Clearstream, Luxembourg), each person

(other than Euroclear or Clearstream, Luxembourg) who is for the time being shown in the records
of Euroclear or of Clearstream, Luxembourg as the holderpafrigcular nominal amount of such

Notes (in which regard any certificate or other document issued by Euroclear or Clearstream,
Luxembourg as to the nominal amount of such Notes standing to the account of any person shall be
conclusive and binding for aflurposes save in the case of manifest error) shall be treated by the
Issuer and the Agents as the holder of such nominal amount of such Notes for all purposes other than
with respect to the payment of principal or interest on such nominal amount of siesh fdowhich
purpose the bearer of the relevant Bearer Global Note or the registered holder of the relevant
Registered Global Note shall be treated by the Issuer and any Agent as the holder of such nominal
amount of such Notes in accordance with andemitip the terms of the relevant Global Note and

the expressiondNoteholder and holder of Notes and related expressions shall be construed
accordingly.

For so long as The Depository Trust Compaby€) or its nominee is the registered owner or

holder of aRegistered Global Note, DTC or such nominee, as the case may be, will be considered
the sole owner or holder of the Notes represented by such Registered Global Note for all purposes
under the Agency Agreement and the Notes except to the extent thatincheca c e wi t h D
published rules and procedures any ownership rights may be exercised by its participants or
beneficial owners through participants.

Notes which are represented by a Global Note will be transferable only in accordance with the rules
and pocedures for the time being of DTC, Euroclear and Clearstream, Luxembourg, as the case may
be. References to DTC, Euroclear and/or Clearstream, Luxembourg shall, whenever the context so
permits, be deemed to include a reference to any additional orasilteralearing system specified

in the applicable Final Termsr (in the case of Exempt Notes) Pricing Supplenwnas may
otherwise be approved by the Issuer and the Principal Paying Agent.

Title to VP S Notes
This Conditionl.3only applies to VB Notes.

The holder of a VB Note will be the person evidenced (including any nominee) as such by a book
entry in the records of VPS. The person so evidenced as a holdeSdfiates shall be treated as

the holder of sch Notes for all purposes and the expressidoteholder, holder of Notesand
holder of VPS Notesand related expressions shall be construed accordingly.

Title to the VFS Notes will pass by registration in the register between the direct or indirect
accoumnholders at VPS, in accordance with the rules and procedures of VPS.

VPS Notes will be transferable only in accordance with the rules and procedures for the time being
of VPS. References to VPS shall, wherever the context so permits, be deemed to irefledmee

to any additional or alternative clearing system specified in the applicable Final drefimshe case

of Exempt Notes) Pricing Supplement or as may be otherwise approved by thetheséemcipal
Paying Agentaind the VP3\ccount Manager

TRANSFERS OF REGISTERED NOTES

Transfers of interests in Registered Global Notes

Transfers of beneficial interests in Registered Global Notes will be effected by DTC, Euroclear or
Clearstream, Luxembourg, as the case may be, and, in turn, by other pagiaipd, if appropriate,

indirect participants in such clearing systems acting on behalf of transferors and transferees of such
interests. A beneficial interest in a Registered Global Note will, subject to compliance with all
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2.2

2.3

24

2.5

applicable legal and regulagorestrictions, be transferable for Notes in definitive form or for a
beneficial interest in another Registered Global Note only in the authorised denominations set out in
the applicable Final Termer (in the case of Exempt Notes) Pricing Supplenmamd only in
accordance with the rules and operating procedures for the time being of DTC, Euroclear or
Clearstream, Luxembourg, as the case may be, and in accordance with the terms and conditions
specified in the Agency Agreement. Transfers of a RegisteraobGNote registered in the name of

a nominee for DTC shall be limited to transfers of such Registered Global Note, in whole but not in
part, to another nominee of DTC or to a succes

Transfers of Registered Notes in efinitive form

Subject as provided in Conditiors5, 2.6 and 2.7 below upon the terms and subject to the
conditions set forth in the Agency Agreement, a Registdétett in definitive form may be
transferred in whole or in part (in the authorised denominations set out in the applicable Final Terms
or (in the case of Exempt Notes) Pricing Supplemeit order to effect any such transfer (a) the
holder or holders musf) surrender the Registered Note for registration of the transfer of the
Registered Note (or the relevant part of the Registered Note) at the specified office of any Transfer
Agent, with the form of transfer thereon duly executed by the holder or hthéeesf or his or their
attorney or attorneys duly authorised in writing and (i) complete and deposit such other
certifications as may be required by the relevant Transfer Agent and (b) the relevant Transfer Agent
must, after due and careful enquiry, daisfied with the documents of title and the identity of the
person making the request. Any such transfer will be subject to such reasonable regulations as the
Issuer and the Registrar may from time to time prescribe (the initial such regulationsebeagis
Schedule 10 to the Agency Agreement). Subject as provided above, the relevant Transfer Agent
will, within three business days (being for this purpose a day on which banks are open for business
in the city where the specified office of the relevdransfer Agent is located) of the request (or
such longer period as may be required to comply with any applicable fiscal or other laws or
regulations), authenticate and deliver, or procure the authentication and delivery of, at its specified
office to te transferee or (at the risk of the transferee) send by uninsured mail, to such address as the
transferee may request, a new Registered Note in definitive form of a like aggregate nominal amount
to the Registered Note (or the relevant part of the Registipte) transferred. In the case of the
transfer of part only of a Registered Note in definitive form, a new Registered Note in definitive
form in respect of the balance of the Registered Note not transferred will be so authenticated and
delivered or (athe risk of the transferor) sent to the transferor.

Registration of transfer upon partial redemption

In the event of a partial redemption of Notes under Condi#tjahe Issuer shall not be required to
register the transfer oiny Registered Note, or part of a Registered Note, called for partial
redemption.

Costs of registration

Noteholders will not be required to bear the costs and expenses of effecting any registration of
transfer as provided above, except for any costs pereses of delivery other than by regular
uninsured mail and except that the Issuer may require the payment of a sum sufficient to cover any
stamp duty, tax or other governmental charge that may be imposed in relation to the registration.
Transfers of interests in Regulation S Global Notes

Prior to expiry of the applicable Distribution Compliance Period, transfers by the holder of, or of a

beneficial interest in, a Regulation S Global Note to a transferee in the United Statesr dor the
account or besfit of, a U.S. person will only be made:
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2.6

(a) upon receipt by the Registrar of a written certification substantially in the form set out in the
Agency Agreement, amended as appropriat€rémsfer Certificate), copies of which are
available from the specifiedffice of any Transfer Agent, from the transferor of the Note or
beneficial interest therein to the effect that such transfer is being made:

® to a person whom the transferor reasonably believes is a QIB in a transaction
meeting the requirements of Rule 144k

(i) to a person who is an Institutional Accredited Investor, together with a duly
executed investment letter from the relevant transferee substantially in the form set
out in the Agency Agreement (&l Investment Letter ); or

(b) otherwise pursuant to the @Geities Act or an exemption therefrom, subject to receipt by the
Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include
an opinion of U.S. counsel, that such transfer is in compliance with any applicable securities
laws of any State of the United States,

and, in each case, in accordance with any applicable securities laws of any state of the United States
or any other jurisdiction.

In the case of (a)(i) above, such transferee may take delivery through a Legendeat dlabali or
definitive form and, in the case of (ii) above, such transferee may take delivery only through a
Legended Note in definitive form. After expiry of the applicable Distribution Compliance Period (A)
beneficial interests in Regulation S Global &otegistered in the name of a nominee for DTC may
be held through DTC directly, by a participant in DTC, or indirectly through a participant in DTC
and (B) such certification requirements will no longer apply to such transfers.

Transfers of interests in Legended Notes
Transfers of Legended Notes or beneficial interests therein may be made:

@) to a transferee who takes delivery of such interest through a Regulation S Global Note, upon
receipt by the Registrar of a duly completed Transfer Certificate fronrahsféror to the
effect that such transfer is being made in accordance with Regulation S and that in the case
of a Regulation S Global Note registered in the name of a nominee for DTC, if such transfer
is being made prior to expiry of the applicable Disition Compliance Period, the interests
in the Notes being transferred will be held immediately thereafter through Euroclear and/or
Clearstream, Luxembourg; or

(b) to a transferee who takes delivery of such interest through a Legended Note:

® where the transfeeeis a person whom the transferor reasonably believes is a QIB in
a transaction meeting the requirements of Rule 144A, without certification; or

(i) where the transferee is an Institutional Accredited Investor, subject to delivery to the
Registrar of a TransfeCertificate from the transferor to the effect that such transfer
is being made to an Institutional Accredited Investor, together with a duly executed
IAl Investment Letter from the relevant transferee; or

(© otherwise pursuant to the Securities Act or aengption therefrom, subject to receipt by the
Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include
an opinion of U.S. counsel, that such transfer is in compliance with any applicable securities
laws of any state of thUnited States,

74



2.7

2.8

and, in each case, in accordance with any applicable securities laws of any state of the United States
or any other jurisdiction.

Notes transferred by Institutional Accredited Investors to QIBs pursuant to Rule 144A or outside the
United Sates pursuant to Regulation S will be eligible to be held by such QIBs 4J.8otnvestors
through DTC, Euroclear or Clearstream, Luxembourg, as appropriate, and the Registrar will arrange
for any Notes which are the subject of such a transfer to besaaged by the appropriate Registered
Global Note, where applicable.

Upon the transfer, exchange or replacement of Legended Notes, or upon specific request for removal
of the Legend, the Registrar shall deliver only Legended Notes or refuse to rembegéehd, as

the case may be, unless there is delivered to the Issuer such satisfactory evidence as may reasonably
be required by the Issuer, which may include an opinion of U.S. counsel, that neither the Legend nor
the restrictions on transfer set forthndia are required to ensure compliance with the provisions of

the Securities Act.

Exchanges and transfers of Registered Notes generally

Holders of Registered Notes in definitive form, other than Institutional Accredited Investors, may
exchange such Notesrfinterests in a Registered Global Note of the same type at any time.

Definitions

In theseConditiors, the following expressions shall have the following meanings:

Distribution Compliance Period means the period that ends 40 days after the completidreof t
distribution of each Tranche of Notes, as certified by the relevant dealer (in the case ef a non

syndicated issue) or the relevant lead manager (in the case of a syndicated issue);

Institutional Accredited Investor meansaccredited investors(as definedn Rule 501(a)(1), (2),
(3) or (7) under the Securities Act);

Legended Notemeans Registered Notes in definitive form that are issued to Institutional Accredited
Investors and Registered Notes (whether in definitive form or represented by a Registbad Glo
Note) sold in private transactions to QIBs in accordance with the requirements of Rule 144A which
bear a legend specifying certain restrictions on transfieedand);

QIB means ajualified institutional buyer within the meaning of Rule 144A;

Regulation Smeans Regulation S under the Securities Act;

Regulation S Global Notemeans a Registered Global Note representing Notes sold outside the
United States in reliance on Regulation S;

Rule 144Ameans Rule 144A under the Securities Act;

Rule 144A Global Noe means a Registered Global Note representing Notes sold in the United
States to QIBs; and

Securities Actmeans the United States Securities Act of 1933, as amended.
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3.1

3.2

STATUS OF THE NOTES

Status of the Unsubordinated Notes

This Condition3.1appl i es only to Unsubordinated Notes a

shall be construed accordingly.

The Notes are direct, unconditional, unsubordinated and unsecured obligations of the Issuer and rank

pari passuamong themselvesnd (save for certain obligations required to be preferred by law)

equally with all other unsecured obligations (other than obligatidrish rank or are expressed to
rank junior to the Notesf any) of the Issuer, from time to time outstanding.

Status ofthe Subordinated Notes

This Condition3.2appl i es only to Subordinated Notes
in this Condition shall be construed accordingly.

@ The Notes constitute subordinated and unsecured obligatf the Issuer and ramgari
passuamong themselves. The Notes are subordinated as described in C&d(in

(b) In the event of a liquidation, dissolution or winding of, or analogous proceedings over the

and

Issuer by way bexercise of public authority, claims of the Noteholders against the Issuer in
respect of, or arising under, the Notes (including any amounts attributable to the Notes and

any damages awarded for breach of any obligations thereunder) shall rank:
® pari passl without preference among themselves;
(i) pari passwvith present or future claims in respect of Parity Securities;
(iii) in priority to any present or future claims in respect of Junior Securities; and
(iv)  junior to any present or future claims in respect of Seniedi@ns.
(© In the Conditions, the following expressions shall have the following meanings:
FME means the Financial Supervisory Authority of IcelaRgarmalaeftirlitid) or such

other agency of Iceland which assumes or performs the functions which are pdrfoym
such authority;

Junior Securities means all classes of share capital of the Issuer and any present or future

obligations of the Issuer which rank, or are expressed to rank, junior ®Sutiwdinated
Notes;

Parity Securities means any present or fue instruments issued by the Issuer which were

eligible to be recognised as Tier 2 Capital at issue by the FME, any guarantee, indemnity or
other contractual support arrangement entered into by the Issuer in respect of securities

(regardless of name or glgnation) issued by a Subsidiary of the Issuer which were eligible

to be recognised as Tier 2 Capital at issue and any instruments issued, and subordinated
guarantees, indemnities or other contractual support arrangements entered into by the Issuer

which rank, or are expressed to ramgari passutherewith, but in each caseexcluding
Junior Securities;

Senior Creditors means (a) the depositors of the Issuer; (b) other unsubordinated creditors

of the Issuer; and (c) subordinated creditors of the Issuespect of any present or future

obligation of the Issuer which by its terms is, or is expressed to be, subordinated in the event
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5.1

of liquidation, dissolution, windingip of, or analogous proceedings over the Issuer, by way
of exercise of public authoritytp the claims of depositors and all other unsubordinated
creditors of the Issuehut which rank or are expressed to rank senidPadty Securities
and Junior Securities; and

Tier 2 Capital means Tier 2 capital as described in Article 84(c) of theokcFinancial
Undertakings and secondary legislation adopted on the basis of that act, as amended or
replaced.

SetOff

If Condition 3.3 is specified as being applicable in the applicable Final Terms or (in the case of
Exempt Naes) Pricing Supplement, subject to applicable law, claims in respect of any Notes held by
a Noteholder may not be seff, or be the subject of a counterclaim, by the relevant Noteholder
against or in respect of any of its obligations to the Issuer optngy person and each Noteholder
waives, and shall be treated for all purposes as if it had waived, any right that it might otherwise
have to sebff, or to raise by way of counterclaim, any of its claims in respect of any Notes, against
or in respect ofany of its obligations to the Issuer or any other person. If, notwithstanding the
preceding sentence, any Noteholder receives or recovers any sum or the benefit of any sum in
respect of any Note by virtue of such-séftor counterclaim, it shall hold theame on trust for the
Issuer and shall pay the amount thereof to the Issuer or, in the event of the wimdihthe Issuer,

to the liquidator of the Issuer, to be held on trust for the Senior Creditors.

COVENANT RELATING TO OBTAINING ANY CONSENT, EXEMPTION OR
APPROVAL

In the event that the Issuer is required to obtain any consent, exemption or approval in order to make
any payment due from it hereunder, it undertakes to use its best endeavours to obtain such consent,
exemption or approval as soon as pcattle.

INTEREST
Interest on Fixed Rate Notes

Each Fixed Rate Note bears interest from (and including) the Interest Commencement Date at the
rate(s) per annum equal to the Rate(s) of Interest. Interest will be payable in arrear on the Interest
Payment Datd(s) in each year up to (and including) the Maturity Date.

If the Notes are in definitive form, except as provided in the applicable Final Belfinsthe case of
Exempt Notes) Pricing Supplemetite amount of interest payable on each Interest Paymémirba
respect of the Fixed Interest Period ending on (but excluding) such date will amount to the Fixed
Coupon Amount. Payments of interest on any Interest Payment Date will, if so specified in the
applicable Final Termer (in the case of Exempt Notesjidhg Supplementamount to the Broken
Amount so specified.

As used in the Conditiongjxed Interest Period means the period from (and including) an Interest
Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest
Payment Date.

Except in the case of Notes in definitive form where an applicable Fixed Coupon Amount or Broken

Amount is specified in the applicable Final Terms (in the case of Exempt Notes) Pricing
Supplementinterest shall be calculated in respdcamy period by applying the Rate of Interest to:
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(a) in the case of Fixed Rate Notes which are represented by a GlobabMNekich are VIS
Notes the aggregate outstanding nominal amount of the Fixed Rate Notes represented by
such Global Noter which are \PS Notes or

(b) in the case of Fixed Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest suthit of the relevant Specified Cuney, half of any such suinit

being rounded upwards or otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Fixed Rate Note in definitive form is a multiple of the Calculation
Amount, the amount of interest e in respect of such Fixed Rate Note shall be the product of
the amount (determined in the manner provided above) for the Calculation Amount and the amount
by which the Calculation Amount is multiplied to reach the Specified Denomination, without any
further rounding.

Day Count Fraction means, in respect of the calculation of an amount of interest, in accordance
with this Condition5.1:

@ i f AActual / Actual (I CMA) 0 i s erqiethe daseeofd i n
Exempt Notes) Pricing Supplement

(A) in the case of Notes where the number of days in the relevant period from (and
including) the most recent Interest Payment Date (or, if none, the Interest
Commencement Date) to (but excluding) the relevant payment datédtneal
Period) is equal to or shorter than the Determination Period during which the
Accrual Period ends, the number of days in such Accrual Period divided by the
product of (1) the number of days in such Determination Period and (2) the number
of Determhation Dates (as specified in the applicable Final Tenn{g the case of
Exempt Notes) Pricing Supplemgtiiat would occur in one calendar year; or

(B) in the case of Notes where the Accrual Period is longer than the Determination
Period during which the écrual Period ends, the sum of:

(2) the number of days in such Accrual Period falling in the Determination
Period in which the Accrual Period begins divided by the product of (x) the
number of days in such Determination Period and (y) the number of
Determinatbn Dates that would occur in one calendar year; and

(2) the number of days in such Accrual Period falling in the next Determination
Period divided by the product of (x) the number of days in such
Determination Period and (y) the number of Determination Dagtssould
occur in one calendar year; and

(i) i f AR30/ 3600 is specifi eaod(nithe casehof ExemptpNotest a b | «
Pricing Supplementhe number of days in the period from (and including) the most recent
Interest Payment Date (or, if noriee Interest Commencement Date) to (but excluding) the
relevant payment date (such number of days being calculated on the basis of a year of 360
days with 12 3@ay months) divided by 360.

In the Conditions:

Determination Period means each period from (andcluding) a Determination Date to but
excluding the next Determination Date (including, where either the Interest Commencement Date or
the final Interest Payment Date is not a Determination Date, the period commencing on the first
Determination Date prido, and ending on the first Determination Date falling after, such date); and
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5.2

(@)

(i)

(ii)

sub-unit means, with respect to any currency other than euro, the lowest amount of such currency
that is available as legal tender in the country of such currency and, vpi#ittrés euro, one cent.

Interest on Floating Rate Notes
Interest Payment Dates

Each Floating Rate Note bears interest from (and including) the Interest Commencement Date and
such interest will be payable in arrear on either:

the Specified Interest Paymdbdate(s) in each year specified in the applicable Final Tern(is the
case of Exempt Notes) Pricing Supplement

if no Specified Interest Payment Date(s) is/are specified in the applicable Finaldrgimghe case

of Exempt Notes) Pricing Supplemergtach date (each such date, together with each Specified
Interest Payment Date, émterest Payment Datg which falls the number of months or other period
specified as the Specified Period in the applicable Final Tem{s the case of Exempt Notes)
Pricing Supplemenafter the preceding Interest Payment Date or, in the case of the first Interest
Payment Date, after the Interest Commencement Date.

Such interest will be payable in respect of each Interest Period (which expression shall, in these
Conditiors, mean the period from (and including) an Interest Payment Date (or the Interest
Commencement Date) to (but excluding) the next (or first) Interest Payment Date).

If a Business Day Convention is specified in the applicable Final Terr{ia the case of ¥empt

Notes) Pricing Supplemerand (x) if there is no numerically corresponding day in the calendar
month in which an Interest Payment Date should occur or (y) if any Interest Payment Date would
otherwise fall on a day which is not a Business Day, tligheiBusiness Day Convention specified

is:

(A) in any case where Specified Periods are specified in accordance with Cobdia(ii)

above the Floating Rate Convention, such Interest Payment Date (i) in the case of (x) above,
shall be the last day that is a Business Day in the relevant month and the proviglmns of
belowshall applymutatis mutandisr (ii) in the case of (y) above, shall be postponed to the
next day which is a Business Day unless it would thereby fall into the next calendar month,
in which event (1) such Interest Payment Date shall be brought forward to the immediately
preceding Business Dagnd (2) each subsequent Interest Payment Date shall be the last
Business Day in the month which falls the Specified Period after the preceding applicable
Interest Payment Date occurred; or

(B) the Following Business Day Convention, such Interest PaymentdDaliebe postponed to
the next day which is a Business Day; or

(C) the Modified Following Business Day Convention, such Interest Payment Date shall be
postponed to the next day which is a Business Day unless it would thereby fall into the next
calendar monthin which event such Interest Payment Date shall be brought forward to the
immediately preceding Business Day; or

(D) the Preceding Business Day Convention, such Interest Payment Date shall be brought
forward to the immediately preceding Business Day.

In the Canditions,Business Daymeans a day which is:

(@) a day on which commercial banks and foreign exchange markets settle payments and are
open for general business (including dealing in foreign exchange and foreign currency
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deposits) in London and any Additional@ness Centréother than TARGET2 System)
specified in the applicable Final Termm (in the case of Exempt Notes) Pricing
Supplement

(b) if TARGET2 System is specified as an Additional Business Centre in the applicable Final
Terms or (in the case of Exemlbtes) Pricing Supplement, a day on which the Trans
European Automated Re@lme Gross Settlement Express Transfer (TARGET2) System
(theTARGET2 System) is open; and

(© either (1) in relation to any sum payable in a Specified Currency other than europma day
which commercial banks and foreign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and foreign currency deposits) in
the principal financial centre of the country of the relevant Specified @yri@vhich, if the
Specified Currency is Australian dollars or New Zealand dollars, shall be Sydney and
Auckland, respectively) or (2) in relation to any sum payable in euro, a day on which the
TARGET 2 Systenis open.

(b) Rate of Interest

The Rate of Interegtayable from time to time in respect of Floating Rate Notes will be determined
in the manner specified in the applicable Final Teongin the case of Exempt Notes) Pricing
Supplement

(1) ISDA Determination for Floating Rate Notes

Where ISDA Determinationsi specified in the applicable Final Terms (in the case of
Exempt Notes) Pricing Supplemeas the manner in which the Rate of Interest is to be
determined, the Rate of Interest for each Interest Period will be the relevant ISDA Rate plus
or minus (as idicated in the applicable Final Terms(in the case of Exempt Notes) Pricing
Supplementthe Margin (if any). For the purposes of this subparag@@plSDA Rate for

an Interest Period means a rate equal to the FloatireytRait would be determined by the
Calculation Agent(in the case of VPS Notes, the VPS Calculation Agent shall be the
Calculation Agenfor the purposes of this Conditidn2(b)(i) under an interest rate swap
transaction for tht swap transaction under the terms of an agreement incorporating the 2006
ISDA Definitions, as published by the International Swaps and Derivatives Association, Inc.
and as amended and updated as at the Issue Date of the first Tranche of the N&B# (the
Definitions) and under which:

(A) the Floating Rate Option is as specified in the applicable Final Tarns the case
of Exempt Notes) Pricing Supplement

(B) the Designated Maturity is a period specified in the applicable Final Tar(irsthe
case of Exemt Notes) Pricing Supplemerand

(© the relevant Reset Date is the day specified in the applicable Final ®efmsthe
case of Exempt Notes) Pricing Supplement

For the purposes of this subparagréiphFloating Rate Calculation Agent, Floating Rate
Option, Designated Maturity and Reset Datehave the meanings given to those terms in
the ISDA Definitions.

Unless otherwise stated in the applicable Final Tesmg§in the case of Exempt Notes)
Pricing Supplementhe Minimum Rate of Interest shall be deemed to be zero.

(i) Screen Rate Determination for Floating Rate Notes
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Where Screen Rate Determination is specified in the applicable Final derfmsthe case

of Exempt Notes) Pricing Supplemesd the manner in whicthe Rate of Interest is to be
determined, the Rate of Interest for each Interest Period will, subject as provided below, be
either:

(A) the offered quotation; or

(B) the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.000005
being roundedipwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate which appears or appear,
as the case may be, on the Relevant Screen(Bagach replacement page on that service
which displays the informatiorgs atthe Relevant Time on the Interest Determination Date

in question plus or minus (as indicated in the applicable Final Ternfg the case of
Exempt Notes) Pricing Supplemgiite Margin (if any), all as determined tg the case of

Notes other than V®Notes)the Principal Paying Agerdr (in the case of V®Notes) the

VPS Calculation Agent If five or more of such offered quotations are available on the
Relevant Screen Page, the highest (or, if there is more than one such highest quotation, one
only of such quotations) and the lowest (or, if there is more than one such lowest quotation,
one only of such quotations) shall be disregardedirbyhe case of Notes other than ¥P
Notes)the Principal Paying Agemr (in the case of VBNotes) the VB Calculaton Agent

for the purpose of determining the arithmetic mean (rounded as provided above) of such
offered quotations.

If the Relevant Screen Page is not available or if, in the case of sub@guakove no
offered quotatia appears or, in the case of subcla(Beabove fewer than three offered
guotations appear, in each case as at the Relevant (Trintiee case of Notes other than &P
Notes)the Principal Paying Agemtr (in the case of V8 Notes)the VPS Calculation Agent

shall request each of the Reference Banks to prdindine case of Notes other than ¥P
Notes) thePrincipal Paying Agenor (in the case of VBNotes) the VB Calculation Agent

with its offered quotation (expressedapercentage rate per annum) for the Reference Rate
at approximately the Relevant Time on the Interest Determination Date in question. If two
or more of the Reference Banks provi@e the case of Notes other than ¥Rotes)the
Principal Paying Agenbr (in the case of VB Notes)the VPS Calculation Agentwith
offered quotations, the Rate of Interest for the Interest Period shall be the arithmetic mean
(rounded if necessary to the fifth decimal place with 0.000005 being rounded upwards) of
the offered qatations plus or minus (as appropriate) the Margin (if any), all as determined
by (in the case of Notes other than ¥Notes)the Principal Paying Agemtr (in the case of

VPS Notes)the VPS Calculation Agent

If on any Interest Determination Date one ootynone of the Reference Banks provi¢ies

the case of Notes other than & Rotes)the Principal Paying Agerdr (in the case of V&

Notes) the VB Calculation Agentwith an offered quotation as provided in the preceding
paragraph, the Rate of Interest the relevant Interest Period shall be the rate per annum
which (in the case of Notes other than ¥Rotes)the Principal Paying Agemtr (in the case

of VPS Notes) the VB Calculation Agentletermines as being the arithmetic mean (rounded

if necessaryd the fifth decimal place, with 0.000005 being rounded upwards) of the rates,
as communicated to (and at the reques{infihe case of Notes other than ¥Rotes)the
Principal Paying Agenor (in the case of V& Notes) the VBB Calculation Agenty the
Reference Banks or any two or more of them, at which such banks were offered, at
approximately the Relevant Time on the relevant Interest Determination Date, deposits in
the Specified Currency for a period equal to that which would have been used for the
Reference Rate by leading banks in the London ibtatk market (if the Reference Rate is
LIBOR) or the Eurezone intetbank market (if the Reference Rate is EURIBOR) or the
inter-bank market of the Relevant Financial Centre (if any other Reference Rageljplus
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or minus (as appropriate) the Margin (if any) or, if fewer than two of the Reference Banks
provide (in the case of Notes other than ¥ Rotes)the Principal Paying Agerdr (in the

case of VS Notes) the VB Calculation Agentwith offered ratesthe offered rate for
deposits in the Specified Currency for a period equal to that which would have been used for
the Reference Rate, or the arithmetic mean (rounded as provided above) of the offered rates
for deposits in the Specified Currency for a pgmgual to that which would have been used

for the Reference Rate, at which, at approximately the Relevant Time on the relevant
Interest Determination Date, any one or more banks (which bank or banks is or are in the
opinion of the Issuer suitable for tperpose) informgin the case of Notes other than ¥P
Notes)the Principal Paying Agemr (in the case of VBNotes) the VB Calculation Agent

it is quoting to leading banks in the London idbank market (if the Reference Rate is
LIBOR) or the Eurezoneinter-bank market (if the Reference Rate is EURIBOR) or the
inter-bank market of the Relevant Financial Centre (if any other Reference Rate is used) plus
or minus (as appropriate) the Margin (if any), provided that, if the Rate of Interest cannot be
detemined in accordance with the foregoing provisions of this paragraph, the Rate of
Interest shall be determined as at the last preceding Interest Determination Date (though
substituting, where a different Margin is to be applied to the relevant Interest FPrenin

that which applied to the last preceding Interest Period, the Margin relating to the relevant
Interest Period in place of the Margin relating to that last preceding Interest Period).

Unless otherwise stated in the applicable Final Terms or (ircabe of Exempt Notes)
Pricing Supplement, the Minimum Rate of Interest shall be deemed to be zero.

For the purposes of the Conditions:

Reference Banksmeans, in the case of a determination of LIBOR, the principal London
office of four major banks in thedndon intesbank market; in the case of a determination of
EURIBOR, the principal Euraone office of four major banks in the Etzone intetbank
market; and, in the case of a determination of a Reference Rate that is not LIBOR or
EURIBOR, the principal fice in the Relevant Financial Centre of four major banks in the
inter-bank market of the Relevant Financial Centre, in each case selediedttey case of
Notes other than V& Notes)the Issuer in consultation with therincipal Paying Agenbr

(in thecase of VIS Notes) thdssuer in consultation with théPS Calculation Agent

Reference Rateshall mean (i) the London interbank offered ratéBOR), (ii) the
Eurozone interbank offered dateRIBOR), (iii) the Norwegian interbank offered rate
(NIBOR), (iv) the Stockholm interbank offered rat&TIBOR), or (v) the Reykjavik
interbank offered rateREIBOR), in each case for the relevant period, as specified in the
applicable Final Termsr (in the case of Exempt Notes) Pricing Supplemsunbject as
provided in Condition 3.

Relevant Financial Centreshall mean (i) London, in the case of a determination of LIBOR,
(i) Brussels, in the case of a determination of EURIBOR, (iii) Oslo, in the case of a
determination of NIBOR, (iv) Stockholm, in the case afedermination of STIBOR, or (V)
Reykjavik, in the case of a determination of REIBOR, as specified in the applicable Final
Termsor (in the case of Exempt Notes) Pricing Supplement

Relevant Screen Pagshall mean the screen page specified in the appli€afdd Termsor

(in the case of Exempt Notes) Pricing Supplenwrduch other page, section or other part

as may replace it on that information service or such other information service, in each case,
as may be nominated by the person providing or spmustire information appearing there

for the purpose of (i) displaying rates or prices comparable to the Reference Rate or, (ii)
displaying rates or yields (as the case may be) for the relevant Reset Reference Rate, as the
case may he
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(c)

(d)

Relevant Timeshall mean the time specified in the applicable Final Teom@n the case of
Exempt Notes) Pricing Supplement

Minimum Rate of Interest and/or Maximum Rate of Interest

If the applicable Final Termsr (in the case of Exempt Notes) Pricing Supplenspscify a
Minimum Rate of Interest for any Interest Period, then, in the event that the Rate of Interest in
respect of such Interest Period determined in accordance with the provisions of pafialgadyoive

is less than such Minimuma®e of Interest, the Rate of Interest for such Interest Period shall be such
Minimum Rate of Interest.

If the applicable Final Termsr (in the case of Exempt Notes) Pricing Supplenspecify a
Maximum Rate of Interest for any Interest Period, then, inghent that the Rate of Interest in
respect of such Interest Period determined in accordance with the provisions of pafialgadyoive
is greater than such Maximum Rate of Interest, the Rate of Interest for such InteiedstsRall be
such Maximum Rate of Interest.

Determination of Rate of Interest and calculation of Interest Amounts

The Principal Paying Ager(in the case of Notes other than ¥Rotes) or the VB Calculation
Agent (in the case of V@®Notes)will at or assoon as practicable after each time at which the Rate
of Interest is to be determined, determine the Rate of Interest for the relevant Interest Period.

The Principal Paying Agerin the case of Notes other than ¥Rotes) or the VB Calculation

Agent (inthe case of VB Notes)will calculate the amount of interest (theterest Amount)

payable on the Floating Rate Notes for the relevant Interest Period by applying the Rate of Interest
to:

® in the case of Floating Rate Notes which are represented by d Glatear which
are VPS Notesthe aggregate outstanding nominal amount of the Notes represented
by such Global Noter which are VPS Notesr

(ii) in the case of Floating Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplyingcgdusum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest suthit of the relevant Specified Currency, half of any suchuib

being rounded upwards or otherwise in accordance with applicable market convention. ti&here
Specified Denomination of a Floating Rate Note in definitive form is a multiple of the Calculation
Amount, the Interest Amount payable in respect of such Note shall be the product of the amount
(determined in the manner provided above) for the Calonl&mount and the amount by which the
Calculation Amount is multiplied to reach the Specified Denomination without any further rounding.

Day Count Fraction means, in respect of the calculation of an amount of interest in accordance
with this Conditions.2

® i f AActual/ Actual (o rSDRAA Ot isnspecificgh i Thauapglidablec t u a |
Final Termsor (in the case of Exempt Notes) Pricing Supplerriet actual number of days
in the Interest Period divided by 365 (rany portion of that Interest Period falls in a leap
year, the sum of (I) the actual number of days in that portion of the Interest Period falling in
a leap year divided by 366 and (1) the actual number of days in that portion of the Interest
Period fdling in a nonleap year divided by 365);

(i) i f AActual/ 365 (Fixed)o is o(ndhe cabeobEkemptn t h
Notes) Pricing Supplemerthe actual number of days in the Interest Period divided by 365;
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(iii) i f AAct ual / 3 6pecifigd 3nt tleer abplicalde) Final Tesnos (in the case of
Exempt Notes) Pricing Supplemettte actual number of days in the Interest Period divided
by 365 or, in the case of an Interest Payment Date falling in a leap year, 366;

(iv) i f AAct ual ieddirbtbedapplicable &ipakTeiinog (in the case of Exempt Notes)
Pricing Supplementhe actual number of days in the Interest Period divided by 360;

(V) if A368B8608H600 or ABond Basiso i s orgipteeci f i e
case of Exmpt Notes) Pricing Supplementhe number of days in the Interest Period
divided by 360, calculated on a formula basis as follows:

[360 X (Yz - Yl)] +[30 X (Mz - Ml)] + (Dz - Dl)
Day Count Fraction = 360

where:
Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day
of the Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

M. is the calendar month, expresseda number, in which the day immediately following
the last day of the Interest Period falls;

D, is the first calendar day, expressed as a number, of the Interest Period, unless such
number is 31, in which case Will be 30; and

D; is the calendar dayxpressed as a number, immediately following the last day included
in the Interest Period, unless such number would be 31 ariddeater than 29, in which
case Dwill be 30;

(vi) if A330E/ 3600 or AEurobond Basi sor(ntkecaspeci f
of Exempt Notes) Pricing Supplemettie number of days in the Interest Period divided by
360, calculated on a formula basis as follows:

[360 X (Yz - Yl)] + [30 X (Mz - Ml)] + (Dz - Dl)
Day Count Fraction = 360

where:
Y1is the year, expressed as a number, in which the first day of the ifiteresl falls;

Y, is the year, expressed as a humber, in which the day immediately following the last day
of the Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

M is the calendamonth, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;
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D, is the first calendar day, expressed as a number, of the Interest Period, unless such
number would be 31, in which case Will be 30; and

D; is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless such number would be 31, in which gask i 30;

(viiy i f A30E/ 360 (1 SDA) O i s s pe ori(ihtheecdse foExempth e a p
Notes) Pricing Supplementhe number of days in the Interest Period divided by 360,
calculated on a formula basis as follows:

[360 X (Yz - Yl)] +[30 X (Mz - Ml)] + (Dz - Dl)
Day Count Fraction = 360

where:
Y1 is the year, expressed as a number, in which the first day of the Interest Perjod falls

Y2 is the year, expressed as a number, in which the day immediately following the last day
of the Interest Period falls;

M1 is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

M. is the calendar month, expgeed as a number, in which the day immediately following
the last day of the Interest Period falls;

D is the first calendar day, expressed as a number, of the Interest Period, unless (i) that day
is the last day of February or (ii) such number would hérBdhich case bwill be 30; and

D. is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless (i) that day is the last day of February but not the Maturity Date
or (i) such number would be 3ih, which case bwill be 30.

Linear Interpolation

Where Linear Interpolation is specified as applicable in respect of an Interest Period in the
applicable Final Termer (in the case of Exempt Notes) Pricing Supplemiat Rate of Interest for

such Inteest Period shall be calculated iy the case of Notes other than ¥Rotes)the Principal

Paying Agent or (in the case of V& Notes) the VB Calculation Agentby straight line linear
interpolation by reference to two rates based on the relevant RefdRatedwhere Screen Rate
Determination is specified as applicable in the applicable Final Ternfim the case of Exempt
Notes) Pricing Suppleménbr the relevant Floating Rate Option (where ISDA Determination is
specified as applicable in the applicalfimal Termsor (in the case of Exempt Notes) Pricing
Supplement one of which shall be determined as if the Designated Maturity were the period of time
for which rates are available next shorter than the length of the relevant Interest Period aret the oth
of which shall be determined as if the Designated Maturity were the period of time for which rates
are available next longer than the length of the relevant Interest Period provided however that if
there is no rate available for a period of time negtt&n or, as the case may be, next longer, (imen

the case of Notes other than &Rotes)the Principal PayingAgentor (in the case of V& Notes)

the VIS Calculation Agenshall determine such rate at such time and by reference to such sources
as it deérmines appropriate.

Designated Maturity means, in relation to Screen Rate Determination, the period of time
designated in the Reference Rate.
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5.3

Notification of Rate of Interest and Interest Amounts

The Principal Paying Ager(in the case of Notes other th&#®S Notes) or the VB Calculation

Agent (in the case of V@Notes)will cause the Rate of Interest and each Interest Amount for each
Interest Period and the relevant Interest Payment Date to be notified to the (isstler case of

VPS Notes) the VP8&ccount Manageand any stock exchange or other relevant authority on which
the relevant Floating Rate Notes are for the time being listed or by which they have been admitted to
listing and notice thereof to be published in accordance with Condidi@s soon as possible after

their determination but in no event later than the fourth London Business Day thereafter. Each
Interest Amount and Interest Payment Date so notified may subsequently be amended (or
appropriate alternativerrangements made by way of adjustment) without prior notice in the event of
an extension or shortening of the Interest Period. Any such amendment will be promptly notified to
each stock exchange or other relevant authority on which the relevant FRateotes are for the

time being listed or by which they have been admitted to listing and to the Noteholders in
accordance with Conditiob4. For the purposes of this paragraph, the expressiodon Business

Day means a dagother than a Saturday or a Sunday) on which banks and foreign exchange markets
are open for general business in London.

Reference Rate Replacement
If:

(a) the Note are Reset Noteasnd MidSwap Rate is specified in the applicable Final Terms or
(in the cae of Exempt Notes) Pricing Supplement as the Reset ReferencerRate

(b) the Note are Floating Rate Noteand Screen Rate Determination is specified in the
applicable Final Terms or (in the case of Exempt Notes) Pricing Supplement as the manner
in whichthe Rate(s) of Interest is/are to be determined,

and,in each case, if Reference Rate Replacement is also specified in the applicable Final Terms or
(in the case of Exempt Notes) Pricing Supplemerbeasg applicable, then the provisions of this
Condition 5.3 shall apply.

If notwithstanding the provisions of Condition 5.2(b)@i) Condition 5.4(b)the Principal Paying

Agent (in the case of Notes other than VPS Notes) or the VPS Calculation Agent (in the case of VPS
Notes) (in each case, in consulbatiwith the Issuer) determines thatBenchmark Event has
occurredwhen any Rate of Interest (@ny component thereof) remains to be determined by
reference to th@riginal Reference Rate,

then the following provisions shall apply:

0] the Issuer shall esreasonable endeavours to appoint an Independent Adviser to determine:
(A) a Successor Reference Rate; or
(B) if such Independent Adviser fails so to determine a Successor Reference Rate, an

Alternative Reference Rate,

and, in each case, an Adjustmenteggt (if any) (in any such case, acting in good faith and
in a commercially reasonable manner) no later thamdleyantlA Determination Cuoff

Date for the purposes of determining the Rate of Intef@sthe relevant component part
thereof)applicableto the Notes for such next Interest Period and for all other future Interest
Periods (subject to the subsequent operation of this ConditBodusing any other future
Interest Period(3)
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(i) if a Successor Reference Rate or, failing which, an AltamaReference Rate (as
applicable) is determined by the relevant Independent Adviser in accordance with this
Condition 53:

(A) such Successor Reference Rate or Alternative Reference Rate (as applicable) shall
be the Original Reference Rate for all futurenterest Periods (subject to the
subsequent operation of, and adjustment as provided in, this Condgjipn 5.

(B) if the relevant Independent Adviser:

(€9] determines that an Adjustment Spread is required to be appligte to
relevant Successor Reference Rabr Alternative Reference Rate (as
applicable) and determines the quantum of, or a formula or methodology
for determining, such Adjustment Spread, then such Adjustment Spread
shall be applied tahe relevantSuccessor Reference Rate or Alternative
Refereme Rate (as applicable) for all future Interest Periods (subject to the
subsequent operation of, and adjustment as provided in, this Condition
5.3); or

) is unable to determine the quantum of, or a formula or methodology for
determining, an Adjustment 8§ad, therthe relevanSuccessor Reference
Rate or Alternative Reference Rate (as applicable) will apply without an
Adjustment Spread for all future Interest Periods (subject to the subsequent
operation of, and adjustment as provided in, this Conditigy &nd

© the relevant Independent Adviser (acting in good faith and in a commercially
reasonable manner) may in its discretion specify:

x) otherchanges to these Conditiowhich the relevant Independent Adviser
determines are reasonably necessargrder to follow market practice in
relation tothe relevanSuccessor Reference Rate or Alternative Reference
Rate andbr any Adjustment Spreaths applicable), including, but not
limited to, (1) theAdditional Business Centre(s), Business Day, Business
Day Convention, Day Count Fraction, Interest Determination CRésset
Reference RateReference BanksReset Reference Bank$elevant
Financial Centre, Relevant Screen RaBelevant Timeand/or Reset
Determination Date (as applicablapplicable to the Nes and (2) the
method for determining the fallback to the Rate of Interest in relation to the
Notes if such Successor Reference Rate or Alternative Reference Rate (as
applicable) is not available; and

) any other changes which the relevant IndependertsAd determines are
reasonably necessary to ensure the proper operation and comparability to
the Original Reference Rate of such Successor Reference Rate or
Alternative Reference Rate (as applicable),

which changes shall apply to the Notes for all futaterest Periods (subject to the
subsequent operation of this ConditioB)5and

(D) promptly following the determination of (x) any Successor Reference Rate or
Alternative Reference Rate (as applicable) and (y) if applicable, any Adjustment
Spread, thdssuer shall give notice thereof and of any changes (and the effective
date thereof) pursuaito Condition 53(ii)(C) to thePrincipal Paying Agent (in the
case of Notes other than VPS Notes) or the VPS Calculation Agent (in the case of
VPS Notes), the VP8ccount Manager (in the case of VPS Notes) and each stock
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exchange or other relevant authority on which the Notes are for the time being
listed or by which they have been admitted to listing and to the Nd&xisoin
accordance with Condition 14.

No corsent of the Noteholders shall be required in connection with effecting the relevant Successor
Reference Rate or Alternative Reference Rate (as applicable) described in this Cor8ldiosubh

other relevant changes pursuant to Conditi&i%.including for the execution of any documents or

the taking of other steps by the Issuer or any of the parties to the Agency Agreement and/or (if
applicable) the VPS Account Manager Agreement (if required).

For the avoidance of doubt, if a Successor ReferencedRate Alternative Reference Rate is not
determined pursuant to the operation of this Conditi@p8or to the relevant IA Determination
Cutoff Date, then the Rate of Interest for the next Interest Period shall be determined by reference to
the fallbackprovisions of Condition 5.2(b)(ipr Condition 5.4(b) (as applicable)

In the case of Subordinated Notes onlytwithstanding any other provision of this ConditioB, %10
Successor Reference Rate or Alternative Reference Rate (as applicable) witipbedadnd no

other amendments to the terms of the Notes will be made pursuant to this Con8iifipartl to the

extent that, in the determination of the Issuer, the same could reasonably be expected to prejudice the
gualification of the Notes as TierCapital of the Issuer.

For the purposes of the Conditions:

Adjustment Spread means a spread (which may be positive or negative) or formula or methodology
for calculating a spread, which the relevant Independent Adviser determines is required to be applied
to the relevantSuccessor Reference Rate or Alternative Reference Rate (as applicable) in order to
reduce or eliminate, to the extent reasonably practicable melénantcircumstances, any economic
prejudice or benefit (as applicable)ttee Noteholdes as a result of the replacement of @rginal
Reference Rate witlthe relevantSuccessor Reference Rate or Alternative Reference Rate (as
applicable) and is the spread, formula or methodology which:

(1) in the case of a Successor Reference Rate, isafyrmecommended in relation to the
replacement of th®riginal Reference Rate with such Successor Reference Rate by any
Relevant Nominating Body; or

(i) in the case of a Successor Reference Rate for which no such recommendation has been made
or in the cae of an Alternative Reference Rate, the relevant Independent Adviser determines
is recognised or acknowledged as being in customary market usage in international debt
capital markets transactions which reference@niginal Reference Rate, where sucherat
has been replaced by such Successor Reference RawAlternative Reference Rate (as
applicable); or

(iii) if neither (i) nor (ii) above applieghe relevant Independent Adviser in its discretion
determines (acting in good faith and in a commerciakkasonable manner) to be
appropriate;

Alternative Reference Ratemeansan alternative benchmark or scremte that the relevant
Independent Adviser determines has replacedQtiginal Reference Rate in customary market
usage in the international deldpital markets for the purposes of determining rates of int@west
the component part thereaf) respect oflebt securitieslenominated in the Specified Currency and
of a comparable duration

(i) inthe case oFloating RateéNotes, to the relevant Ireest Periods; or

(i)  inthe case oResetNotes, to the relevant Reset Periods,
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or in any case, if the Independent Ask4i determines that there is siach rate, such other rate as
such Independent Adviser determines in its discretion is most compardbke @riginal Reference
Rate;

Benchmark Eventmeans:
()  the Original Reference Rate ceasing to exist or be published; or

(i) a public statement by the administrator of the Original Reference Rate that it will, by a
specified date within the following six monthsease publishing the Original Reference Rate
permanently or indefinitely (in circumstances where no successor administrator has been
appointed that will continue publication of the Original Reference Rate); or

(i) a public statement by the supervisor or ddeinistrator of the Original Reference Rate that
the Original Reference Rate has been or will, by a specified date within the following six
months, be permanently or indefinitely discontinued; or

(iv) a public statement by the supervisor of the administrdttineoOriginal Reference Rate that
means the Original Reference Rate will be prohibited from being used or that its use will be
subject to restrictions or adverse consequences, in each case within the following six months;
or

(v) it hasor will prior to the nat Interest Determination Date or Reset Determination Date, as
applicable become unlawful for th@rincipal Paying Agent (in the case of Notes other than
VPS Notes) or the VPS Calculation Agent (in the case of VPS Notes)yof the partiedo
the Ageng Agreementand/or (if applicable) the VPS Account Manager Agreement to
calculate any payments due to be madéedoteholdes using the Original Reference Rate;

IA Determination Cut-off Date means:

() if the Notes are Floating Rate Notds any Interst Period, the date that is no later than five
Business Days prior to the Interest Determination Date relating to the immediately following
Interest Period; or

(i) if the Reset Reference Rate is specified in the applicable Final Terms or (in the case of
Exempt Notes) Pricing SupplementM&l-Swap Ratein any Reset Period, the date that is no
later than five Business Days prior to the Reset Determination Date relating to the next
succeeding Reset Period;

Independent Adviser means an independent financiastitution of international repute or other

independent financial adviser experienced in the international debt capital markets, in each case

appointed by the Issuer at its own expense;

Original Reference Ratemeans

0] the benchmark or screen rate (@gplicable)originally specified for the purpose of
determining the relevaiRate of Interest (or amglevantcompament pargs) thereof) othe
Notes;or

(ii) any Successor Reference Rate or Alternative Reference Rate which has been determined in
relation to such benchmark or screen rate (as applicable) pursuant to the operttisn of
Condition 5.3;

Relevant Nominating Bodymeans, in respect oh#@riginal ReferenceRate:

89



5.4

(@)

0] the central bank for the currency to which swatiginal ReferenceRate rela¢s, or any
central bank or other supervisory authority which is responsible for supervising the
administrator of sucRriginal ReferenceRate; or

(ii) any working group or committee sponsored by, chaired @hedred by or constituted at
the request of {athe central bank for the currency to which s@ginal ReferenceRate
relates, (b) any central bank or other supervisory authority which is responsible for
supervising the administrator of sudbriginal ReferenceRate, (c) a group of the
aforementionedentral banks or other supervisory authorities, or (d) the Financial Stability
Board or any part thereadnd

Successor Reference Ratmeans the rate that the relevant Independent Adviser determines is a
successor to or replacement of tBeginal Referewe Rate which successor or replacemeist
formally recommended by any Relevant Nominating Body.

Interest on Reset Notes
Rate of Interest
Each Reset Note bears interest:

@) from (and including) the Interest Commencement Date to (but excluding) the First Rese
Date (thenitial Period), at the Initial Rate of Interest;

(b) for the First Reset Period, at the First Reset Rate of Interest; and

(© for each Subsequent Reset Period thereafter (if any) to (but excluding) the Maturity Date, at
the relevant Subsequent ResatdRof Interest.

Interest will be payable, in each case, in arrear on the Interest Payment Date(s) in each year specified
in the applicable Final Terms or (in the case of Exempt Notes) Pricing Supplement up to (and
including) the Maturity Date.

If the Notes are in definitive form, except as provided in the applicable Final Terms or (in the case of
Exempt Notes) Pricing Supplement, the amount of interest payable on each Interest Payment Date in
respect of each Interest Period falling in the Initial Periddamiount to the Fixed Coupon Amount.
Payments of interest on the first Interest Payment Date will, if so specified in the applicable Final
Terms or (in the case of Exempt Notes) Pricing Supplement, amount to the Broken Amount(s) so
specified.

The Principh Paying Agent (in the case of Notes other than VPS Notes) or the VPS Calculation
Agent (in the case of VPS Notes) will, at or as soon as practicable after each time at which a Rate of
Interest in respect of a Reset Period is to be determined, determiredatant Rate of Interest for

such Reset Period.

Except in the case of Notes in definitive form where a Fixed Coupon Amount or Broken Amount is
specified in the applicable Final Terms or (in the case of Exempt Notes) Pricing Supplement, the
Principal Pging Agent (in the case of Notes other than VPS Notes) or the VPS Calculation Agent
(in the case of VPS Notes) will calculate the amount of interest (the Reset Notes Interest Amount)
payable on the Reset Notes for any period by applying the relevantfRaterest to:

(i) in the case of Reset Notes which are represented by a Global Note or which are VPS

Notes, the aggregate outstanding nominal amount of the Notes represented by such
Global Note or which are VPS Notes; or
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(b)

(i) in the case of Reset Notes in defwstiform, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest suhit of the relevant Specified Currency, half of any suchuwub

being rounded upwards otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Reset Note in definitive form is a multiple of the Calculation Amount,
the Reset Notes Interest Amount payable in respect of such Note shall be the prttricnadunt
(determined in the manner provided above) for the Calculation Amount and the amount by which the
Calculation Amount is multiplied to reach the Specified Denomination, without any further
rounding.

Fallbacks

If the Reset Reference Rate is dfied in the applicable Final Terms or (in the case of Exempt
Notes) Pricing Supplement as M8lap Rate and on any Reset Determination Date, the Relevant
Screen Page is not available or Reset ReferencRate does not appear on the Relevant Screen
Page as at the Relevant Time on such Reset Determination Date, the Rate of Interest applicable to
the Notes in respect of each Interest Period falling in the relevant Reset Perjogubjiict as
provided in Condition 5.,3as applicablehe determined by &hPrincipal Paying Agent (in the case of
Notes other than VPS Notes) or the VPS Calculation Agent (in the case of VPS Notes) on the
following basis:

(a) the Principal Paying Agent (in the case of Notes other than VPS Notes) or the VPS
Calculation Agent (in thease of VPS Notes) shall request each of the Reset Reference
Banks to provide the Principal Paying Agent (in the case of Notes other than VPS Notes) or
the VPS Calculation Agent (in the case of VPS Notes) as the case may be, with-its Mid
Market Swap RateQuotation as at approximately the Relevant Time on the Reset
Determination Date in question;

(b) if at least three of the Reset Reference Banks provide the Principal Paying Agent (in the case
of Notes other than VPS Notes) or the VPS Calculation Agent (icabe of VPS Notes)
with the MidMarket Swap Rate Quotations, the First Reset Rate of Interest or the
Subsequent Reset Rate of Interest (as applicable) for the relevant Reset Period will be equal
to the sum of (A) the arithmetic mean (rounded, if necessamhe nearest 0.001 per cent.
(0.0005 per cent. being rounded upwards)) of the relevant quotations provided, eliminating
the highest quotation (or, in the event of equality, one ohitees) and (B) the Relevant
Reset Margin, all as determined by fRencipal Paying Agent (in the case of Notes other
than VPS Notes) or the VPS Calculation Agent (in the case of VPS Notes);

(© if only two relevant quotations are provided, the First Reset Rate of Interest or the
Subsequent Reset Rate of Interest (as apdicétr the relevant Reset Period will be equal
to the sum of (A) the arithmetic mean (rounded as aforesaid) of the relevant quotations
provided and (B) the Relevant Reset Margin, all as determined by the Principal Paying
Agent (in the case of Notes otltban VPS Notes) or the VPS Calculation Agent (in the case
of VPS Notes);

(d) if only one relevant quotation is provided, the First Reset Rate of Interest or the Subsequent
Reset Rate of Interest (as applicable) for the relevant Reset Period will be eqeasuonth
of (A) the relevant quotation provided and (B) the Relevant Reset Margin, all as determined
by the Principal Paying Agent (in the case of Notes other than VPS Notes) or the VPS
Calculation Agent (in the case of VPS Notes);

(e) if none of the Reset Referee Banks provides the Principal Paying Agent (in the case of

Notes other than VPS Notes) or the VPS Calculation Agent (in the case of VPS Notes) with
a Mid-Market Swap Rate Quotation as provided in the foregoing provisions of this
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(c)

(d)

Condition5.4, the First Reset Rate of Interest or the Subsequent Reset Rate of Interest (as
applicable) will beequal to the sum of (A) thelevantReset Referendeate determined on

the last preceding Reset Determination Date and (B) the Releeast Rlargin or, in the

case of the first Reset Determination Date, the First Reset Rate of Interest will be equal to
the sum of:

® if Initial Mid -Swap Rate Final Fallback is specified in the applicable Final Terms or
(in the case of Exempt Notes) Pricing Blgment as being applicable, (A) the
Initial Mid-Swap Rate and (B) the Relevant Reset Margin;

(ii) if Reset Maturity Initial MidSwap Rate Final Fallback is specified in the applicable
Final Terms or (in the case of Exempt Notes) Pricing Supplement as being
amlicable, (A) the Reset Period Maturity Initial Mi@wap Rate and (B) the
Relevant Reset Margin; or

(iii) if Last Observable Micbwap Rate Final Fallback is specified in the applicable Final
Terms or (in the case of Exempt Notes) Pricing Supplement as beincphjsl (A)
the last observable rate for swaps in the Specified Currency with a term equal to the
relevant Reset Period which appears on the Relevant Screen Page and (B) the
Relevant Reset Margin,

all as determined by the Principal Paying Agent (in the cidNotes other than VPS Notes)
or the VPS Calculation Agent (in the case of VPS Notes)

Reset Referenc&ate Conversion

This Condition5.4(c) is only applicable ifReset ReferencRate Conversion is specified in the
applicatbe Final Terms or (in the case of Exempt Notes) Pricing Supplement as being applicable.
The First Reset Rate of Interest and, if applicable, each Subsequent Reset Rate of Interest will be
converted by the Principal Paying Agent (in the case of Notes tithrrVPS Notes) or the VPS
Calculation Agent (in the case of VPS Notes) from the OridRemlet ReferendeatePaymenBasis
specified in the applicable Final Terms or (in the case of Exempt Notes) Pricing Supplement to a
basis which matches the per anntmeguency of Interest Payment Dates in respect of the Notes
(such calculation to be determined by the Issuer in conjunction with a leading financial institution
selected by it).

Notification of Rate of Interest and Interest Amounts

In respect of a Reset ia&d, the Principal Paying Agent (in the case of Notes other than VPS Notes)

or the VPS Calculation Agent (in the case of VPS Notes) will cause the relevant Rate of Interest in
respect of such Reset Period and each Reset Notes Interest Amount for eashRet&od falling in

such Reset Period to be notified to the Issuer (in the case of VPS Notes) the VPS Account Manager
and any stock exchange or other relevant authority on which the relevant Reset Notes are for the
time being listed or by which they hebeen admitted to listing and notice thereof to be published in
accordance with Conditioi4 as soon as possible after their determination but in no event later than
the fourth London Business Day (as defined in Condita2(f)) thereafter. Each Reset Notes
Interest Amount so notified may subsequently be amended (or appropriate alternative arrangements
made by way of adjustment) without prior notice in the event of an extension or shortening of the
Interest Period. Any such amendment will be promptly notified to each stock exchange on which the
relevant Reset Notes are for the time being listed or by which they have been admitted to listing and
to the Noteholders in accordance with Conditidn

For the purposes of the Conditions:

Day Count Fraction has the meaning given in ConditibrXd);
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Fallback Relevant Time has the meaning given in the applicable Final Terms or (in the case of
Exempt Naes) Pricing Supplement;

First Reset Margin has the meaning given in the applicable Final Terms or (in the case of Exempt
Notes) Pricing Supplement;

First Reset Periodmeans the period from (and including) the First Reset Date to (but excluding) the
Secomnl Reset Date or, if no such Second Reset Date is specified in the applicable Final Terms or (in
the case of Exempt Notes) Pricing Supplement, the Maturity Date;

First Reset Period Fallback Yieldmeans the yield specified in the applicable Final Termanahé
case of Exempt Notes) Pricing Supplement;

First Reset Rate of Interestmeans, in respect of the First Reset Period dmgbplicable subject to
Condition 5.4(b) and 5.4(c), the rate of interest determined by the Principal Paying Agent (in the
caseof Notes other than VPS Notes) or the VPS Calculation Agent (in the case of VPS Notes) on the
relevant Reset Determination Date as the sum of the rel®esdt ReferencRate and the First
Reset Margin;

H.15(519) means the weekly statistical release desigd as H.15(519), or any successor
publication, published by the board of governors of the Federal Reserve System at
http://www.federalreserve.gov/releases/HitSuch other page, section, sugsm site or publication

as may replace it;

Interest Period has the meaning given in Conditibr(a);

Mid -Market Swap Rate means subject as provided in Condition 5.3, if applicalite, any Reset

Period the arithmetic mean of the bid and offered rates for the fixed leg payable with a frequency
equivalent to the OrigindReset ReferencRate PaymentBasis (calculated on the day count basis
customary for fixed rate payments in the Specified Currascgtetermined by the Principal Paying
Agent (in the case of Notes other than VPS Notes) or VPS Calculation Agent (in the case of VPS
Notes)) of a fixedor-floating interest rate swap transaction in the Specified Currency which
transaction (i) has a terngeal to the relevant Reset Period and commencing on the relevant Reset
Date, (ii) is in an amount that is representative for a single transaction in the relevant market at the
relevant time with an acknowledged dealer of good credit in the swap markgi)amas a floating

leg based on the Mi8wap Floating Leg Benchmark Rate for the Migdlap Floating Leg Maturity
(calculated on the day count basis customary for floating rate payments in the Specified Currency as
determined by the Principal Paying Agédimt the case of Notes other than VPS Notes) or the VPS
Calculation Agent (in the case of VPS Notes));

Mid -Market Swap Rate Quotationmeans a quotation (expressed as a percentage rate per annum)
for the relevant MieMarket Swap Rate;

Mid -Swap Floating Leg BeEnchmark Ratemeans LIBOR (if the Specified Currency is U.S. dollars
or Pounds Sterling), EURIBOR (if the Specified Currency is euro); NIBOR (if the Specified
Currency is Norwegian Kroner); STIBOR (if the Specified Currency is Swedish Krona); REIBOR
(if the Specified Currency isréna) or (in the case of any other Specified Currency) the benchmark
rate most closely connected with such Specified Currency and selectediésugrein its discretion
after consultation with thBrincipal Paying Agent (in thease of Notes other than VPS Notes) or the
Issuer in its discretion after consultationiwmithe VPS Calculation Agent (in the case of VPS Notes)
in each casesubject as provided in Conditiord5if applicable

Original Reset ReferenceRate Payment Basis has the meaning given in the applicable Final
Terms or (in the case of Exempt Notes) Pricing Supplement. In the case of Notes other than Exempt
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Notes, the OriginaReset ReferencRate PaymentBasis shall be annual, seamnual, quarterly or
monthly;

Rate d Interest means the Initial Rate of Interest, the First Reset Rate of Interest or the relevant
Subsequent Reset Rate of Interest, as applicable;

Reference Bondmeans, in relation to any Reset Period, a government security or securities issued
by the stateesponsible for issuing the Specified Currency (which, if the Specified Currency is euro,
shall be Germany), as selected by lgsuer in consultation with the Principal Paying Agent (in the
case of Notes other than VPS Notes) or the Issuer in consnltgiih the VPS Calculation Agent

(in the case of VPS Notes), in each casethe advice of an investment bank of international repute,
that would be utilised, at the time of selection and in accordance with customary financial practice,
in pricing new isues of corporate debt securities denominated in the Specified Currency and of a
comparable maturity to such Reset Period;

Reference Bond Quotation means, in relation toa Reset Reference Bank and a Reset
Determination Date:

(a) if Reference Bond is spdigid as the Reset Reference Rate in the applicable Final Terms or
(in the case of Exempt Notes) Pricing Supplement, the arithmetic mean, as determined by the
Principal Paying Agent (in the case of Notes other than VPS Notes) UP®BEalculation
Agent (in the case of VPS Notes) of the bid and offered yields for the relevant Reference
Bond provided to the Principal Paying Agent (in the case of Notes other than VPS Notes) or
the VPS Calculation Agent (in the case of VPS Notes) by such Reset Reference tBank a
approximately the Relevant Time on such Reset Determination Date; or

(b) if CMT Rate is specified as the Reset Reference Rate in the applicable Final Terms or (in the
case of Exempt Notes) Pricing Supplement, the rate, as determined by the Principgl Payi
Agent (in the case of Notes other than VPS Notes) ovEteCalculation Agent (in the case
of VPS Notes), as being a yield-maturity based on the arithmetic mean of the secondary
market bid prices of such Reset Reference Bank for the relevant Reged ($tates
Treasury Securities at approximately the Fallback Relevant Time on such Reset
Determination Date;

Relevant Reset Marginmeans, in respect of a Reset Period, whichever of the First Reset Margin or
the Subsequent Reset Margin is applicable tier purpose of determining the Rate of Interest in
respect of such Reset Period;

Reset Datemeans the First Reset Date, the Second Reset Date and each Subsequent Reset Date (as
applicable);

Reset Periodmeans the First Reset Period or a Subsequent Reg®t,Rerthe case may be;

Reset Period Maturity Initial Mid -Swap Rate has the meaning given in the applicable Final
Terms or (in the case of Exempt Notes) Pricing Supplement;

Reset Reference Bank Rateneans, in relation to a Reset Period and the Resetriiatgion Date

in relation to such Reset Period, the rate (expressed as a percentage rate per annum and rounded, if
necessary, to the nearest 0.001 per cent. (0.0005 per cent. being rounded upwards)) determined on
the basis of the Reference Bond Quotatipra/ided by the Reset Reference Banks to the Principal
Paying Agent (in the case of Notes other than VPS Notes) or the VPS Calculation Agent (in the case
of VPS Notes) at:

(a) if Reference Bond is specified as the Reset Reference Rate in the applicablEeFims or
(in the case of Exempt Notes) Pricing Supplement, the Relevant Time; or
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(b) if CMT Rate is specified as the Reset Reference Rate in the applicable Final Terms or (in the
case of Exempt Notes) Pricing Supplement, the Fallback Relevant Time,

in each case, on such Reset Determination Date. If at least three such Reference Bond Quotations are
provided, the Reset Reference Bank Rate will be the arithmetic mean (rounded as aforesaid) of the
Reference Bond Quotations provided, eliminating the highestiation (or, in the event of equality,

one of the highest) and the lowest quotation (or, in the event of equality, one of the lowest). If only
two Reference Bond Quotations are provided, the Reset Reference Bank Rate will be the arithmetic
mean (rounded sa aforesaid) of the Reference Bond Quotations provided. If fewer than two
Reference Bond Quotations are provided, the Reset Reference Bank Rate for the relevant Reset
Interest Period will be (i) in the case of each Reset Period other than the FirstdRieskttie Reset
Reference Bank Rate in respect of the immediately preceding Reset Period or (ii) in the case of the
First Reset Period, the First Reset Period Fallback Yield;

Reset Reference Bankmeans

(a) if Mid-Swap Rate is specified as the ResdeRmce Rate in the applicable Final Terms or
(in the case of Exempt Notes) Pricing Supplement, the principal office in the principal
financial centre of the Specified Currency of four major banks in the swap, money, securities
or other market most closetpnnected with the relevant Reset Reference Rate;

(b) if Reference Bond is specified as the Reset Reference Rate in the applicable Final Terms or
(in the case of Exempt Notes) Pricing Supplement, the principal office in the principal
financial centre of He Specified Currency of four major banks which are primary
government securities dealers or market makers in pricing corporate bond issues
denominated in the Specified Currency; or

(c) if CMT Rate is specified as tiResetReference Rate in the applicaBlimal Terms or (in the
case of Exempt Notes) Pricing Supplement, the principal office in New York City of four
major banks which are primary United States Treasury Securities dealers or market makers
in pricing corporate bond issues denominated in U.fardp

in each case, as selected by $wier in consultation with therincipal Paying Agent (in the case of
Notes other than VPS Notes) or tlssuer in consultation with théPS Calculation Agent (in the
case of VPS Notes);

Reset ReferencdRate meansijn relation to a Reset Determination Date and subjeCotadition 5.3
andCondition5.4(b) if applicable

(a) if Mid -Swap Rate is specified in the applicable Final Terms or (in the case of Exempt Notes)
Pricing Supplement

0] if Single Mid-Swap Rate is fidher specified in the applicable Final Terms or (in the
case of Exempt Notes) Pricing Supplement, the rate for swaps in the Specified

Currency:
(A) with a term equal to the relevant Reset Period; and
(B) commencing on the relevant Reset Date,

which appeas on the Relevant Screen Page; or
(ii) if Mean Mid-Swap Rate is specified in the applicable Final Terms or (in the case of

Exempt Notes) Pricing Supplement, the arithmetic mean (expressed as a percentage
rate per annum and rounded, if necessary, to theeste@ 001 per cent. (0.0005 per
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cent. being rounded upwards)) of the bid and offered swap rate quotations for swaps
in the Specified Currency:

(A) with a term equal to the relevant Reset Period; and
(B) commencing on the relevant Reset Date,

which appear on thedRevant Screen Page,

in either case, as at approximately the Relevant Time on such Reset Determination Date, all
as determined by the Principal Paying Agent (in the case of Notes other than VPS Notes) or
VPS Calculation Agent (in the case of VPS Notes);

(b) if Reference Bond is specified in the applicable Final Terms or (in the case of Exempt Notes)
Pricing Supplement:

(i)

(ii)

the arithmetic mean (expressed as a percentage rate per annum and rounded, if
necessary, to the nearest 0.001 per cent. (0.000%perbeing rounded upwards))

of the bid and offered yields of the relevant Reference Bond, as determined by the
Principal Paying Agent (in the case of Notes other than VPS Notes) or VPS
Calculation Agent (in the case of VPS Notes) by reference to the d&¢l&¢reen

Page at the Relevant Time on such Reset Determination Date; or

if such rate does not appear on the Relevant Screen Page at such Relevant Time on
such Reset Determination Date, the Reset Reference Bank Rate on such Reset
Determination Dategr

(© if CMT Rate is specified in the applicable Final Terms or (in the case of Exempt Notes)
Pricing Supplement and if the Specified Currency is U.S. dollars, the rate which is equal to:

(i)

(ii)

(iii)

t he yield for United St at est uTlrrietaysour ¥/ o1
designated maturity which is equal or comparable to the duration of the relevant

Reset Period, as published in the H.15(
(nominal ) o, as that yield is dispdayed
Relevant Screen Page; or

if the yield referred to in paragraph (i) above is not published by the Relevant Time

on the Relevant Screen Page on such Reset Determination Date, the yield for the
United States Treasury Soea designdted enaturityg t fi c
which is equal or comparable to the duration of the relevant Reset Period as
published in H.15(519) under the captio
on such Reset Determination Date; or

if the yield referred to in @ragraph (ii) above is not published by the Fallback
Relevant Time on such Reset Determination Date, the Reset Reference Bank Rate on
such Reset Determination Date,

in each case, all as determined by the Principal Paying Agent (in the case of Noté¢isaoth&d?S
Notes) orthe VPS Calculation Agent (in the case of VPS Notes);

ResetUnited States Treasury Securitiegneans, in relation to a Reset Determination Date, United
States Treasury Securities:
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5.5

5.6

() with a designated maturity which is equal or comparéblthe duration of the relevant Reset
Period, a remaining term to maturity of no less than one year less than a maturity which is
equal or comparable to the duratidrtlee relevant Reset Period; and

(b) in a principal amount equal to an amount thateigresentative for a single transaction in
such United States Treasury Securities in the New York City market. If two United States
Treasury Securities have remaining terms to maturity equally close to the duration of the
relevant Reset Period, the UnitSthtes Treasury Security with the shorter remaining term to
maturity will be used for the purposes of the relevant determination;

Subsequent Reset Margirhas the meaning given in the applicable Final Terms or (in the case of
Exempt Notes) Pricing Supplenten

Subsequent Reset Perioaneans the period from (and including) the Second Reset Date to (but
excluding) the next Subsequent Reset Date, and each successive period from (and including) a
Subsequent Reset Date to (but excluding) the next succeeding Sariis&pset Date or the
Maturity Date, as the case may be;

Subsequent Reset Rate of Interesineans, in respect of any Subsequent Reset Perigdifand
applicable,subject to Conditiorb.4(b) and Condition5.4(c), the rate of inteest determined by the
Principal Paying Agent (in the case of Notes other than VPS Notes) or the VPS Calculation Agent
(in the case of VPS Notes) on the relevant Reset Determination Date as the sum of theRetmtant
Referencdrate and the relevant Seogient Reset Margiand

United States Treasury Securitiesneans securities that are direct obligations of the United States
Treasury, issued other than on a discount basis.

Certificates to be final

All certificates, communications, opinions, determinagionalculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of Cdnditind5.4 by (in

the case of Notes other than ¥Rotes)the PrincipalPaying Agent(in the case of V8 Notes) the

VPS Calculation Agentor (as provided in Condition &. an Independent Adviseshall (in the
absence of wilful default, bad faith or manifest error) be binding on the Issuer, the Principal Paying
Agent,the VPSAccount Managerthe VPS Calculation Agentthe other Agentgeach if applicable)

and all Noteholders and Couponholders and (in the absence of wilful default or bad faith) no liability
to the Issuer, the Noteholders or the Couponholders shall attach Rrititipal Paying Agenthe

VPS Calculation Agentor such Independent Adviséeach if applicable)n connection with the
exercise or non exercise by it of its powers, duties and discretions pursuant to such provisions.

Accrual of interest

Each Note (oin the case of the redemption of part only of a Note, that part only of such Note) will
cease to bear interest (if any) from the date for its redemption unless payment of principal is
improperly withheld or refused. In such event, interest will continwtrue until whichever is the
earlier of:

(@) the date on which all amounts due in respect of such Note have been paid; and
(b) five days after the date on which the full amount of the moneys payable in respect of such
Note has been received by the Principalig@yAgent the VFS Account Managebr the

Registrar, as the case may be, and notice to that effect has been given to the Noteholders in
accordance with Conditioh4.
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6.1

6.2

PAYMENTS
Method of payment
Subject as provided below:

(@) paymens in a Specified Currency other than euro will be made by credit or transfer to an
account in the relevant Specified Currency maintained by the payee with, or, at the option of
the payee, by a cheque in such Specified Currency drawn on, a bank in thpaprinc
financial centre of the country of such Specified Currency (which, if the Specified Currency
is Australian dollars or New Zealand dollars, shall be Sydney and Auckland, respectively);
and

(b) payments in euro will be made by credit or transfer to a exoouat (or any other account
to which euro may be credited or transferred) specified by the payee or, at the option of the
payee, by a euro cheque.

Payments will be subject in all cases to (i) any fiscal or other laws and regulations applicable thereto
in the place of payment, but without prejudice to the provisions of Cond#tiamd (ii) any
withholding or deduction required pursuant to an agreement described in Section 1471(b) of the U.S.
Internal Revenue Code of 198fs amaded(the Code) or otherwise imposed pursuant to Sections
1471 through 1474 of the Code, any regulations or agreements thereunder, any official
interpretations thereof, or any law implementing an intergovernmental approach thereto.

Presentation of definitive Bearer Notes and Coupons

Payments of principal in respect of definitive Bearer Notes will be made in the manner provided in
Condition6.1 aboveonly against presentation and surrender (or, in the case of part paymamgt of a
sum due, endorsement) of definitive Bearer Notes, and payments of interest in respect of definitive
Bearer Notes will (subject as provided below) be made as aforesaid only against presentation and
surrender (or, in the case of part payment of any suamehdorsement) of Coupons, in each case at

the specified office of any Paying Agent outside the United States (which expression, as used herein,
means the United States of America (including the States and the District of Columbia and its
possessions)).

Fixed Rate Notes in definitive bearer form (other than Long Maturity Notes (as defined below))
should be presented for payment together with all unmatured Coupons appertaining thereto (which
expression shall for this purpose include Coupons falling to faeeds on exchange of matured
Talons), failing which the amount of any missing unmatured Coupon (or, in the case of payment not
being made in full, the same proportion of the amount of such missing unmatured Coupon as the
sum so paid bears to the sum dud) beé deducted from the sum due for payment. Each amount of
principal so deducted will be paid in the manner mentioned above against surrender of the relative
missing Coupon at any time before the expiry of 10 years after the Relevant Date (as defined in
Condition8) in respect of such principal (whether or not such Coupon would otherwise have become
void under Conditior®) or, if later, five years from the date on which such Coupon would otherwise
have become due, but in no event thereatfter.

Upon any Fixed Rate Note in definitive bearer form becoming due and repayable prior to its
Maturity Date, all unmatured Talons (if any) appertaining thereto will become void and no further
Coupons will be issueith respect thereof.

Upon the date on which any Floating R&tete, ResetNote or Long Maturity Note in definitive

bearer form becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto
(whether or not attached) shall become void aogayment or, as the case may be, exchange for
further Coupons shall be made in respect thereof.o0Ag Maturity Note is a Fixed Rate Note
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6.3

6.4

(other than a Fixed Rate Note which on issue had a Talon attached) whose nominal amount on issue
is less than theggregate interest payable thereon provided that such Note shall cease to be a Long
Maturity Note on the Interest Payment Date on which the aggregate amount of interest remaining to
be paid after that date is less than the nominal amount of such Note.

If the due date for redemption of any definitive Bearer Note is not an Interest Payment Date, interest
(if any) accrued in respect of such Note from (and including) the preceding Interest Payment Date
or, as the case may be, the Interest Commencement Datéesipalyable only against surrender of

the relevant definitive Bearer Note.

Payments in respect of Bearer Global Notes

Payments of principal and interest (if any) in respect of Notes represented by any Global Note in
bearer form will (subject as providedltw) be made in the manner specified above in relation to
definitive Bearer Notes or otherwise in the manner specified in the relevant Global Note, where
applicable, against presentation or surrender, as the case may be, of such Global Note at the
specified office of any Paying Agent outside the United States. A record of each payment,
distinguishing between any payment of principal and any payment of interest, will be made either on
such Global Note by the Paying Agent to which it was presented or nedbeds of Euroclear and
Clearstream, Luxembourg, as applicable.

Payments in respect of Registered Notes

Payments of principal in respect of each Registered Note (whether or not in global form) will be
made against presentation and surrender (or, in tee o& part payment of any sum due,
endorsement) of the Registered Note at the specified office of the Registrar or any of the Paying
Agents. Such payments will be made by transfer to the Designated Account (as defined below) of
the holder (or the first maed of joint holders) of the Registered Note appearing in the register of
holders of the Registered Notes maintained by the RegistraRéthisten (i) where in global form,

at the close of the business day (being for this purpose a day on which Euaode@learstream,
Luxembourg are open for business) before the relevant due date, and (ii) where in definitive form, at
the close of business on the third business day (being for this purpose a day on which banks are open
for business in the city where tepecified office of the Registrar is located) before the relevant due
date. Notwithstanding the previous sentence, if (a) a holder does not have a Designated Account or
(b) the principal amount of the Notes held by a holder is less than U.S.$250,080afproximate
equivalent in any other Specified Currency), payment will instead be made by a cheque in the
Specified Currency drawn on a Designated Bank (as defined below). For these purposes,
Designated Accountmeans the account (which, in the casa glayment in Japanese yen to a non
resident of Japan, shall be a non resident account) maintained by a holder with a Designated Bank
and identified as such in the Register &ekignated Bankmeans (in the case of payment in a
Specified Currency other thauro) a bank in the principal financial centre of the country of such
Specified Currency (which, if the Specified Currency is Australian dollars or New Zealand dollars,
shall be Sydney and Auckland, respectively) and (in the case of a payment in elsahlanyhich
processes payments in euro.

Payments of interest in respect of each Registered Note (whether or not in global form) will be made
by a cheque in the Specified Currency drawn on a Designated Bank and mailed by uninsured mail on
the business daynithe city where the specified office of the Registrar is located immediately
preceding the relevant due date to the holder (or the first named of joint holders) of the Registered
Note appearing in the Register (i) where in global form, at the close blieess day (being for

this purpose a day on which Euroclear and Clearstream, Luxembourg are open for business) before
the relevant due date, and (ii) where in definitive form, at the close of business on the fifteenth day
(whether or not such fifteentiay is a business day) before the relevant due dat®éberd Date

at his address shown in the Register on the Record Date and at his risk. Upon application of the
holder to the specified office of the Registrar not less than three business daysitiy wieere the
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6.5

specified office of the Registrar is located before the due date for any payment of interest in respect
of a Registered Note, the payment may be made by transfer on the due date in the manner provided
in the preceding paragraph. Any sugplécation for transfer shall be deemed to relate to all future
payments of interest (other than interest due on redemption) in respect of the Registered Notes which
become payable to the holder who has made the initial application until such time agitgteRis

notified in writing to the contrary by such holder. Payment of the interest due in respect of each
Registered Note on redemption will be made in the same manner as payment of the principal amount
of such Registered Note.

Holders of Registeretllotes will not be entitled to any interest or other payment for any delay in
receiving any amount due in respect of any Registered Note as a result of a cheque posted in
accordance with this Condition arriving after the due date for payment or being thetpost. No
commissions or expenses shall be charged to such holders by the Registrar in respect of any
payments of principal or interest in respect of the Registered Notes.

All amounts payable to DTC or its nominee as registered holder of a RegiGiefeal Note in
respect of Notes denominated in a Specified Currency other than U.S. dollars shall be paid by
transfer by the Registrar to an account in the relevant Specified Currency of the Exchange Agent on
behalf of DTC or its nominee for conversiotidrand payment in U.S. dollars in accordance with the
provisions of the Agency Agreement.

None of the Issuer and the Agents will have any responsibility or liability for any aspect of the
records relating to, or payments made on account of, beneficiarsiviménterests in the Registered
Global Notes or for maintaining, supervising or reviewing any records relating to such beneficial
ownership interests.

General provisions applicable to payment relation to Notes other than VS Notes

The holder of a Gloal Note shall be the only person entitled to receive payments in respect of Notes
represented by such Global Note and the Issuer will be discharged by payment to, or to the order of,
the holder of such Global Note in respect of each amount so paid. Edehpersons shown in the
records of Euroclear, Clearstream, Luxembourg or DTC as the beneficial holder of a particular
nominal amount of Notes represented by such Global Note must look solely to Euroclear,
Clearstream, Luxembourg or DTC, as the caselmayor his share of each payment so made by the
Issuer to, or to the order of, the holder of such Global Note.

Notwithstanding the foregoing provisions of this Condition, if any amount of principal and/or
interest in respect of Bearer Notes is payabld.B. dollars, such U.S. dollar payments of principal
and/or interest in respect of such Notes will be made at the specified office of a Paying Agent in the
United States if:

@) the Issuer has appointed Paying Agents with specified offices outside the Unitesi\@th
the reasonable expectation that such Paying Agents would be able to make payment in U.S.
dollars at such specified offices outside the United States of the full amount of principal and
interest on the Bearer Notes in the manner provided abose utre;

(b) payment of the full amount of such principal and interest at all such specified offices outside
the United States is illegal or effectively precluded by exchange controls or other similar
restrictions on the full payment or receipt of principal ardrest in U.S. dollars; and

(© such payment is then permitted under United States law without involving, in the opinion of
the Issuer, adverse tax consequences to the Issuer.
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6.6

6.7

6.8

VPS Notes

Payments of principal and interest in respect oE\Wtes shall be madby, or on behalf of, the
Issuer to the holders shown in the records of VPS in accordance with, and subject to the rules and
regulations from time to time governing, VPS.

Payment Day

If the date for payment of any amount in respect of any Note or Cospwt & Payment Day, the
holder thereof shall not be entitled to payment until the next following Payment Day in the relevant
place and shall not be entitled to further interest or other payment in respect of such delay. For these
purposesPayment Daymeans any day which (subject to Condit@nis:

(@) a day on which commercial banks and foreign exchange markets settle payments and are
open for general business (including dealing in foreign exchange and foreign currency
deposits)n:

@ in the case of Notes in definitive form only, the relevant place of presentation;

(i) each Additional Financial Centi@ther than TARGET2 Systengpecified in the
applicable Final Termer (in the case of Exempt Notes) Pricing Supplemant

(iii) if TARGET2 System is specified as an Additional Financial Centre in the applicable
Final Terms or (in the case of Exempt Notes) Pricing Supplement, a day on which
the TARGET2 System is open;

(b) either (1) in relation to any sum payable in a Specified Currency otheetiiana day on
which commercial banks and foreign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and foreign currency deposits) in
the principal financial centre of the country of the relevantiipd Currency (which, if the
Specified Currency is Australian dollars or New Zealand dollars, shall be Sydney and
Auckland, respectively) or (2) in relation to any sum payable in euro, a day on which the
TARGET 2 System is open; and

(© in the case of any paent in respect of a Registered Global Note denominated in a
Specified Currency other than U.S. dollars and registered in the name of DTC or its nominee
and in respect of which an accountholder of DTC (with an interest in such Registered Global
Note) haselected to receive any part of such payment in U.S. dollars, a day on which
commercial banks are not authorised or required by law or regulation to be closed in New
York City.

Interpretation of principal and interest

Any reference in the Conditions to pripal in respect of the Notes shall be deemed to include, as
applicable:

(a) any additional amounts which may be payable with respect to principal under Co8dition
(b) the Final Redemption Amount of the Notes;
(© the Early Redemption Amount of the Notes;

(d) the Optioral Redemption Amount(s) (if any) of the Notes;
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7.1

7.2

(e) in relation to Zero Coupon Notes, the Amortised Face Amount (as defined in Condition
7.6(b); and

() any premium and any other amounts (other than interest) which may be payabé by th
Issuer under or in respect of the Notes.

Any reference in the Conditions to interest in respect of the Notes shall be deemed to include, as
applicable, any additional amounts which may be payable with respect to interest under C8ndition

REDEMPTION AND PURCH ASE
Redemption at maturity

Unless previously redeemed or purchased and cancelled as specified below, each Note will be
redeemed by the Issuer at its Final Redemption Amount specified in the applicable FinabTerms

(in the case of Exempt Notes) Pricing Supplemienthe relevant Specified Currency on the
Maturity Date.

Redemption for tax reasons

Subject, in the case of Subordinated Notes, to the provisions of Corditihrthe Notes may, sav

as provided below, be redeemed at the option of the Issuer in whole, but not in part, at any time (if
this Note is not a Floating Rate Note) or on any Interest Payment Date (if this Note is a Floating Rate
Note), on giving not lessthan 30 normoretha® days é noti ce (which noti
the Principal Paying Ageneind (in the case of V8 Notes) the VB Account Managemnd, in
accordance with Conditioid, the Noteholders, #s a result of any change im,amendment to, the

laws or regulations of a Tax Jurisdiction (as defined in Cond&jar any change in the application

or official interpretation of such laws or regulations, which change or amendment becomes effective
on a after (i) (in the case of Unsubordinated Notes) the date on which agreement is reached to issue
the first Tranche of the Notes or (ii) (in the case of Subordinated Notes) the Issue Date of the last
Tranche of the Notes

(a) on the occasion of the next payrmhene under the Notes, the Issuer:

® has or will become obliged to pay additional amounts as provided or referred to in
Condition8; or

(i) in the case of Subordinated Notes only, would not be entitled to claim a full tax
deductionin a Tax Jurisdiction in respect of such payment; and

(b) (in the case of paragraph (a)(i) abosagh obligation cannot be avoided by the Issuer taking
reasonable measures available to it,

(each aTax Event) provided that (in the case of paragraph (a)(i) &d no such notice of
redemption shall be given earlier than 90 days prior to the earliest date on which the Issuer would be
obliged to pay such additional amounts were a payment in respect of the Notes then due.

Prior to the publication of any notice aédemption pursuant to this Condition, the Issuer shall
deliver to the Principal Paying Ageahd (in the case of VPS Notes) the VR&ount Managen
certificate signed by two Directors of the Issuer stating that the Issuer is entitled to effect such
redenption and setting forth a statement of facts showing that the conditions precedent to the right of
the Issuer so to redeem have occurred, and an opinion of independent legal advisers of recognised
standing to the effect thatTax Event has occurred
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7.3

Notesredeemed pursuant to this Conditib2 will be redeemed at their Early Redemption Amount
referred to in Conditior7.6 belowtogether (if appropriate) with interest aged to (but excluding)
the date of redemption.

The Issuer undertakes that any redemption of the Notes pursuant to this Congitidih only be
made in compliance with all the requirements set out herein including, butmitatd to, all
payments being made in the Specified Currency.

Redemption upon a Capital Event Subordinated Notes

This Condition7.3 applies only to Subordinated Notes in relation to which this Conditi8ns

specified as being applicable in the applicable Final Terms or (in the case of Exempt Notes) the
Pricing Supplement, and references to HANotes
construed accordingly.

Subject to the provisions @fondition7.11, the Notes may, save as provided below, be redeemed at
the option of the Issuer, in whole, but not in part, at any time (if this Note is not a Floating Rate
Note) or on any Interest Payment Date (if this Not iHoating Rate Note), on giving not less than

30 nor more than 60 daysodo notice (which notic
and (in the case of VPS Notes) the VPS Account Manager, and, in accordance with Ca#ddition

the Noteholders, if a Capital Event occurs.

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall
deliver to the Principal Paying Agent and (in the case of VPS Notes) the VPS Account Manager, a
certificate signed by two Directors of the Issuer stating that the Issuer is entitled to effect such
redemption and setting forth a statement of facts showing that the conditions precedent to the right of
the Issuer so to redeem have occurred.

Notes redeemedupsuant to this Conditio.3 will be redeemed at their Early Redemption Amount
referred to in Conditior7.6 belowtogether (if appropriate) with interest accrued tot @xcluding)
the date of redemption.

In the Conditions, the following expressions shall have the following meaning:

Applicable Banking Regulationsmeans at any time the laws, regulations, requirements, guidelines
and policies relating to capital adequdlgn in effect in Iceland and applicable to the Issuer and/or
the Group including, without limitation to the generality of the foregoing, those regulations,
requirements, guidelines and policies relating to capital adequacy then in effect of the FMEr{wheth
or not such requirements, guidelines or policies have the force of law and whether or not they are
applied generally or specifically to the Issuer and/or the Group); and

Capital Event means the determination by the Issuer, after consultation with tite Edt, as a

result of a change in Icelandic law or Applicable Banking Regulations or any change in the official
application or interpretation thereof becoming effective on or after the Issue Date of the last Tranche
of the Notes, the Notes are excludadiihole or in part fronthe Tier 2 Capitalof the Issuer and/or

the Group other than where such exclusion is only as a result of any applicable limitation on such
capital;

Group means the Issuer and its Subsidiaries taken as a whole; and
Subsidiaries means any entity whose affairs are required by law or in accordance with generally

accepted accounting principles applicable in
accounts.
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7.4

(i)
(ii)

(iif)

7.5

Redemption at the option of the Issuer (Issuer Call)

Subject, inthe case of Subordinated Notes, to the provisions of Conditibh if Issuer Call is
specified as being applicable in the applicable Final Tem{g the case of Exempt Notes) Pricing
Supplementthe Issuer may, save a®ypided below, having given:

(@) not l ess than 15 nor more than 30 daysb®b
Condition14; and

(b) not less than 15 days before the giving of the notice referred to in (a) above, néjicketo
Principal Paying Agenobr (in the case of VPS Notes) the VR&count Manageand (ii) in
the case of a redemption of Registered Notes, the Registiarthe case of a redemption of
VPS Notes, the VP&ccount Manager

(which notices shall be irrevocabhnd shall specify the date fixed for redemption), redeem all or
some only of the Notes then outstanding on any Optional Redemption Date and at the Optional
Redemption Amount(s) specified in the applicable Final Tesm@n the case of Exempt Notes)
Priang Supplementogether, if appropriate, with interest accrued to (but excluding) the relevant
Optional Redemption Date. Any such redemption must be of a nominal amount not less than the
Minimum Redemption Amount and not more than the Maximum RedempticouAt in each case

as may be specified in the applicable Final Tewns(in the case of Exempt Notes) Pricing
Supplement

In the case of a partial redemption of Notes, the Notes to be redeRedek(hedNoteg will be
selected

individually by lot, in tle case of Redeemed Notes represented by definitive;Notes

in accordance with the rules of Euroclear and/or Clearstream, Luxembourg (to be reflected in the
records of Euroclear and Clearstream, Luxembourg as either a pool factor or a reduction in nominal
anmount, at their discretion) and/or DTC, in the case of Redeemed Notes represented by a Global
Note or

in accordance with the standard procedures of \tiPhe case of Redeemed Notes which ar& VP
Notes

not more than 30 days prior to the date fixed é&mremption (such date of selection being hereinafter
called theSelectionDate).

In the case of Redeemed Notes represented by definitive Notes, a list of the serial numbers of such
Redeemed Notes will be published in accordance with Condidamt less than 15 days prior to

the date fixed for redemption. No exchange of the relevant Global Note will be permitted during the
period from (and including) the Selection Date to (and including) the date fixed for redemption
pursuanto this Condition7.4 and notice to that effect shall be given by the Issuer to the Noteholders

in accordance with Conditiol4 at least five days prior to the Selection Date.

The Issuer undertakekat any redemption of the Notes pursuant to this Condtidmvill only be
made in compliance with all the requirements set out herein including, but not limited to, all
payments being made in the Specified Currency.

Redempion at the option of the Noteholders (Investor Put)

This Condition 7.5. applies only to Unsubordinated No
ANot ehol der s 0 7.5shall beltansrue@ acabagly.t i o n
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7.6

If Investor Put is specified as being applicable in the applicable Final Tarrtia the case of
Exempt Notes) Pricing Supplemenipon the holder of any Note giving to the Issuer in accordance
with Conditionl4notl ess t han 15 nor more than 30 days?©o
such notice, save as provided below, redeem, subject to, and in accordance with, the terms specified
in the applicable Final Ternt (in the case of Exempt Notes) Pricing Seppént such Note on the
Optional Redemption Date and at the Optional Redemption Amount together, if appropriate, with
interest accrued to (but excluding) the Optional Redemption Date. Registered Notes may be
redeemed under this Conditi@rbin any multiple of their lowest Specified Denomination.

In the case of Notes other than ¥Rotes, b exercise the right to require redemption of this Note

the holder of this Note must, if this Note is in definitive form and held outsideckEar and
Clearstream, Luxembourg, deliver, at the specified office of any Paying Agent (in the case of Bearer
Notes) or the Registrar (in the case of Registered Notes) at any time during normal business hours of
such Paying Agent or, as the case maytbe,Registrar falling within the notice period, a duly
completed and signed notice of exercise in the form (for the time being current) obtainable from any
specified office of any Paying Agent or, as the case may be, the RegiskBat Kotice) and in

which the holder must specify a bank account (or, if payment is required to be made by cheque, an
address) to which payment is to be made under this Condition and, in the case of Registered Notes,
the nominal amount thereof to be redeemed and, if less tearfull nominal amount of the
Registered Notes so surrendered is to be redeemed, an address to which a new Registered Note in
respect of the balance of such Registered Notes is to be sent subject to and in accordance with the
provisions of Condition2.2 If this Note is in definitive bearer form, the Put Notice must be
accompanied by this Note or evidence satisfactory to the Paying Agent concerned that this Note will,
following delivery of the Put Notice, be held to its ordeunder its control.

If this Note is represented by a Global Note or is in definitive form and held through Euroclear,
Clearstream, Luxembourg or DTC, to exercise the right to require redemption of this Note the holder
of this Note must, within the noticperiod, give notice to the Principal Paying Agent of such
exercise in accordance with the standard procedures of Euroclear, Clearstream, Luxembourg and
DTC (which may include notice being given on his instruction by Euroclear, Clearstream,
Luxembourg, DTGor any depositary for them to the Principal Paying Agent by electronic means) in

a form acceptable to Euroclear, Clearstream, Luxembourg and DTC from time to time.

In the case of VB Notes, to exercise the right to require redemption or purchase of ttés tNe
holder of this Note must, within the notice period, give notice to th® AdEount Manageof such
exercise in accordance with the standard procedures of VPS from time to time.

Any Put Notice or other notice given in accordance with the standaakbgures of Euroclear,
Clearstream, LuxembouryPSand DTC given by a holder of any Note pursuant to this Condition
7.5 shall be irrevocable except where, prior to the due date of redemption, an Event of Default has
occurred ad is continuing, in which event such holder, at its option, may elect by notice to the
Issuer to withdraw the notice given pursuant to this Conditidrand instead to declare such Note
forthwith due and payable pursuant tordition 10.

Early Redemption Amounts

For the purpose of Conditioid.2, Condition 7.Znd Conditiorl0, each Note will be redeemed at its
Early Redemption Amount calculated as follows:

(@) in the casef a Note (other than a Zero Coupon Note) the amount specified in the applicable
Final Termsor (in the case of Exempt Notes) Pricing Suppleneentf no such amount or
manner is so specified in the applicable Final Teangin the case of Exempt Notes)
Pricing Supplementt its nominal amount; or
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7.7

7.8

7.9

(b) in the case of a Zero Coupon Note, at an amountA(thertised Face Amoun) calculated
in accordance with the following formula:

Early Redemption Amount = RP x (1 + AY)

where:

RP means the Reference Price;

AY means the Accrual Yield expressed as a decimal; and

y is the Day Count Fraction specified in the applicable Final Tem{s the case

of Exempt Notes) Pricing Supplemenhich will be either (i) 30/360 (in whicl
case the numerator will be equal to thenber of days (calculated on the basis
a 360 day year consisting of 12 months of 30 days each) from (and includir
Issue Date of the first Tranche of the Notes to (but excluding) the date fixe
redemption or (as the case may be) the date which such Note becomes di
and repayable and the denominator will be 360) or (ii) Actual/360 (in which
the numerator will be equal to the actual number of days from (and includin
Issue Date of the first Tranche of the Notes to (but excludiregdate fixed for
redemption or (as the case may be) the date upon which such Note becon
and repayable and the denominator will be 360) or (iii) Actual/365 (in which
the numerator will be equal to the actual number of days form (and includa
Issue Date of the first Tranche of the Notes to (but excluding) the date fixe
redemption or (as the case may be) the date upon which such Note becon
and payable and the denominator will be 365).

Purchases

Subject, in the case of Subordinatddtes, to the provisions of Conditiohll, thelssuer or any
Subsidiary of the Issuer may purchase Notes (provided that, in the case of definitive Bearer Notes,
all unmatured Coupons and Talons appertaining thereto are pedctieerewith) at any price in the

open market or otherwise. Such Notes may be held, reissued, resold or, at the option of tlire Issuer,
the case of Notes other than ¥Rotes surrendered to any Paying Agent and/or the Registrar for
cancellatioror, inthe case of VBNotes, cancelled by deletion from the records of VPS

Cancellation

All Notes which are redeemed will forthwith be cancelled (together with all unmatured Coupons and
Talons attached thereto or surrendered therewith at the time of redem@ibN)otes so cancelled

and any Notes purchased and cancelled pursuant to Condiffombove (together with all
unmatured Coupons and Talons cancelled therewiiithe case of Notes other th&#®S Notes,

shall be forwarded to the Principal Paying Agentin the case of V®PNotes, shall be deleted from

the records of VP&nd in any casegannot be reissued or resold.

Late payment on Zero Coupon Notes

If the amount payable in respect of any @€&oupon Note upon redemption of such Zero Coupon
Note pursuant to Conditiod.1, 7.2, 7.4 or 7.5 aboveor uponits becoming due and repayable as
provided in Conditiorl0is improperly withheld or refused, the amount due and repayable in respect
of such Zero Coupon Note shall be the amount calculated as provided in Conidifioraboveas

though the references therein to the date fixed for the redemption or the date upon which such Zero
Coupon Note becomes due and payable were replaced by references to the date whichiex the earl
of:
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(a) the date on which all amounts due in respect of such Zero Coupon Note have been paid; and

(b) five days after the date on which the full amount of the moneys payable in respect of such
Zero Coupon Notes has been receivedibythe case of Notes othdran VIS Notes)the
Principal Paying Agent or the Registrar (in the case of VB Notes) the VB Account
Managerand notice to that effect has been given to the Noteholders in accordance with
Condition14.

7.10 Substitution or Variationi Subordinated Notes

This Condition7.10appl i es only to Subordinated Notes a
Condition shall be construed accordingly.

If Condition 7.10is specified as lieg applicable in the applicable Final Terms or (in the case of
Exempt Notes) Pricing Supplement, and at any time a Capital Event or a Tax Event arcturs,
ensure the effectiveness or enforceabilityGaindition 18, subjectto the provisions of Condition

7117 the I ssuer may, having given not | ess than
be irrevocable) to the Principal Paying Agent and (in the case of VPS Notes) the VPS Account
Manager and, in accordance with Conditiigh the Noteholders, either substitute all, but not some
only, of the Notes for, or vary the terms of the Nofieeluding changing the governing law of
Condition 18 from English law ttcelandic law)so that they remain, or, as appropriate, become,
Qualifying Securities, provided that such substitution or variation does not itself give rise to any
right of the Issuer to redeem the substituted or varied securities that are inconsitietiiewi
redemption provisions of the Notes.

Prior to the publication of any notice of substitution or variation pursuant to this Condition, the
Issuer shall deliver to the Principal Paying Agent and (in the case of VPS Notes) the VPS Account
Manager, a ceftcate signed by two Directors of the Issuer stating that the Issuer is entitled to effect
such substitution or variation and setting forth a statement of facts showing that the conditions
precedent to the right of the Issuer so to substitute or, asaieersay be, vary the terms of the
Notes, have occurred.

In the Conditions, the following expressions shall have the following meanings:
Quialifying Securitiesmeans securities issued directly or indirectly by the Issuer that:

@) other than in the case of a clgge to governing law of Condition 18 to Icelandic law in order
to ensure the effectiveness and enforceability of Conditioha& terms not materially less
favourable to the Noteholders as a class than the terms of the Notes (as reasonably
determined bythe Issuer) and, subject thereto, they shall (i) have a ranking at least equal to
that of the Notes prior to the relevant substitution or variation, as the case may be; (ii) have
the same interest rate and the same Interest Payment Dates as those froontitimee
applying to the Notes prior to the relevant substitution or variation, as the case may be; (iii)
have the same redemption rights as the Notes prior to the relevant substitution or variation,
as the case may be; (iv) comply with the then curreptirements of the FME in relation to
Tier 2 Capital; (v) preserve any existing rights under the Notes to any accrued interest which
has not been paid in respect of the period from (and including) the Interest Payment Date
last preceding the date of subgiibn or variation, as the case may be, or, if none, the
Interest Commencement Date, and (vi) where Notes which have been substituted or varied
had a published rating from a Rating Agency immediately prior to such substitution or
variation, each such RatjrAgency has ascribed, or announced its intention to ascribe, an
equal or higher published rating to the relevant Qualifying Securities; and

(b) are listed on a recognised stock exchange, if the Notes were listed immediately prior to such
substitution or varigon, as selected by the Issuer; and
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7.11

(i)

(ii)

Rating AgencymeansS&P Global Rating&urope Limited oits successor.
Consentof the FME

In the case of Subordinated Notes, no early redemption in any circumstances, purchase under
Condition 7.7 or substitution or variation under ConditidnlQ shall take place without the prior
written consent of the FME (if, and to the extent then required, by the FME). In addition, in respect
of any redemption of Subordindtéotes pursuant to Conditioh2, 7.3or 7.4 only, and except to

the extent the FME no longer requires, the Issuer may only redeem such Notes before five years after
the Issue Date of the last Tranche of the Notes if the igferaonstrates to the satisfaction of the

FME that the circumstance that entitles it to exercise such right of redemption was not reasonably
foreseeable as at the Issue Date of the last Tranche of the Notes. For the avoidance of doubt,
redemption of Suboidated Notes under Conditighl shall not require the consent of the FME.

TAXATION

All payments of principal and interest in respect of the Notes and Coupons by the Issuer will be
made without withholding or deduction for on account of any present or future taxes or duties of
whatever nature imposed or levied by or on behalf of any Tax Jurisdiction unless such withholding
or deduction is required by lagincluding any withholding or deduction required pursuant to an
agreemat described in Section 1471(b) of the Code or otherwise imposed pursuant to Sections 1471
through 1474 of the Code, any regulations or agreements thereunder, any official interpretations
thereof, or any law implementing an intergovernmental approachdhela such event, the Issuer

will pay such additional amoun{é&dditional Amounts) as shall be necessary in order that the net
amounts received by the holders of the Notes or Coupons aftewgthblolding or deduction shall

equal the respective amoumtsprincipal and interest which would otherwise have been receivable

in respect of the Notes or Coupons, as the case may be, in the absence of such withholding or
deduction; except that no suétdditional Amounts shall be payable with respect to any Note
Coupon:

(a) presented for payment in Iceland; or

(b) the holder of which is liable for such taxes or duties in respect of such Note or Coupon by
reason of his having some connection with a Tax Jurisdiction other than the mere holding of
such Note or Coupon; or

(© presented for payment more than 30 days after the Relevant Date (as defined below) except
to the extent that the holder thereof would have been entitled Aalditional Amount on
presenting the same for payment on such thirtieth day assuming that dayetdden a
Payment Day (as defined in Conditi6rr); or

(d) on account of any tax, assessment or other governmental charge that is imposed or withheld
by reason of the application of Section 1471 through 1474 of the Code (ou@gssor
provisions), any regulation, pronouncement or agreement thereunder, official interpretations
thereof, or any intergovernmental agreement or any law implementing an intergovernmental
approach thereto, whether currently in effect or as publishedraadded from time to time.

As used herein:

Tax Jurisdiction means Iceland or any political subdivision or any authority thereof or therein
having power to tax; and

the Relevant Datemeans the date on which such payment first becomes due, except tieafulf t

amount of the moneys payable has not been duly receivéid bye case of Notes other than &P
Notes)the Principal Paying Agent or the Registoar(in the case of V®Notes) the VB Account
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10.

10.1

Manager as the case may be, on or prior to such due, dameans the date on which, the full
amount of such moneys having been so received, notice to that effect is duly given to the
Noteholders in accordance with Conditibh

Pursuant to point 8 of the first Paragraph of Aeti8 of Icelandic Act No 90/2003 on Income Tax

(the Icelandic Income Tax Acd, nonlcelandic residents are not subject to tax on any interest
income derived by them from the Notes and Coupons provided the Notes are registered with a
securities depository ithin the Organisation for Economic peration and Development, the
European Economic Area or a member of the European Free Trade Association or the Faroe Islands
(any such securities depository, Eligible Securities Depository and the Issuer registethe Notes

with the Directorate of Internal Revenue in Iceland. The Issuer undertakes to ensure that any Notes
are registered and accepted for clearance with an Eligible Securities Depository (which would
include Euroclear and Clearstream, Luxembourg) tanbgister any Notes with the Directorate of
Internal Revenue in Iceland on or prior to the Issue Date of the Notes and to obtain a certificate of
exemption in respect thereof. In the event that such exemption to the Icelandic Income Tax Act is
forfeited suspendedr revoked as a result of the Issuer failing to register the Notes as aforesaid or
the Notes being in definitive form and held outside an Eligible Securities Depository or the Notes
otherwise ceasing to be registered with an Eligible Secubigmsitory or for any other reason and

any payment in respect of the Notes is accordingly subject to withholding or deduction pursuant to
the Icelandic Income Tax Act, the Issuer will pay séelditional Amounts as shall be necessary in
order that the netmounts received by the holders of the Notes or Coupons after such withholding or
deduction shall equal the respective amounts of principal and interest which would otherwise have
been receivable in respect of the Notes or Coupons, as the case mayheealisence of such
withholding or deductior{and the exceptions set out in paragraphs (af)takdove shall not be
applicable)

In the case of Subordinated Notes only and notwithstanding the foregoing, the payment of
Additional Amounts by the Issuer while limited to payments of interest only.

PRESCRIPTION

The Notes i whatever formh and Coupons will become void unless claims in respect of principal
and/or interest are made within a period of 10 years (in the case of principal) and five years (in the
case of interest) after the Relevant Date (as defined in Condititrerefor.

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the
claim for payment in respect of which would be void parg to this Condition or Conditio®2 or

any Talon which would be void pursuant to Condito?

EVENTS OF DEFAULT AND ENFORCEMENT EVE NTS

Events of Default relating to Unsubordinated Notes

This Condition 10.1s hal | apply only to Unsubordinated
ANot ehol der s 0 10.1shalltbé dorsstru€aaccardingly. o n

If any one or more of the following eventsaCh arEvent of Default) shall occur with respect to
any Note:

(a) if default is made in the payment of any principal or interest due in respect of the Notes or
any of them and the default continues for a period of three days in the case of principal and
seven days in the case of interest; or

(b) if the Issuer fails to perform or observe any of its other obligations under these Conditions
and (except in any case where the failure is incapable of remedy when no such continuation
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(c)

(d)

(e)

(f)

(9)

or notice as is hereinafter mentioheill be required) the failure continues for the period of
30 days next following the service by a Noteholder on the Issuer of notice requiring the
same to be remedied; or

if (i) any Financial Indebtedness (as defined below) of the Issuer or any ofiritspBr
Subsidiaries becomes due and repayable prematurely by reason of an event of default
(however described); (ii) the Issuer or any of its Principal Subsidiaries fails to make any
payment in respect of any Financial Indebtedness on the due date feerpayiii) any
security given by the Issuer or any of its Principal Subsidiaries for any Financial
Indebtedness becomes enforceable; or (iv) default is made by the Issuer or any of its
Principal Subsidiaries in making any payment due under any guararté® ademnity

given by it in relation to any Financial Indebtedness of any other person, provided that no
such event shall constitute an Event of Default unless the Financial Indebtedness or other
relative liability either alone or when aggregated witheo Financial Indebtedness and/or
liabilities relative to all (if any) other events specified in (i) to (iv) above which shall have
occurred and be outstanding shall amount to at least U.S.$10,000,000 (or its equivalent in
any other currency); or

if any ader is made by any competent court or resolution passed for the winding up or
dissolution of the Issuer or any of its Principal Subsidiaries (save for the purposes of
reorganisation (i) on terms previously approved by an Extraordinary Resolution of the
Noteholders or (ii) in the case of a Principal Subsidiary, whereby the undertaking and the
assets of the Principal Subsidiary are transferred to or otherwise vested in the Issuer or
another of its Subsidiaries as part of a voluntary amalgamation, recoostirumt
restructuring in relation to a Principal Subsidiary which is solvent); or

if the Issuer or any of its Principal Subsidiaries ceases or threatens to cease to carry on the
whole or a substantial part of its business (save for the purposes of reatiganig on

terms previously approved by an Extraordinary Resolution of the Noteholders or (ii) in the
case of a Principal Subsidiary, whereby the undertaking and the assets of the Principal
Subsidiary are transferred to or otherwise vested in the Issuarother of its Subsidiaries

as part of a voluntary amalgamation, reconstruction or restructuring in relation to a Principal
Subsidiary which is solvent), or the Issuer or any of its Principal Subsidiaries stops or
threatens to stop payment of, or is bigato, or admits inability to, pay, its debts (or any
class of its debts) as they fall due, or is deemed unable to pay its debts pursuant to or for the
purposes of any applicable law, or is adjudicated or found bankrupt or insolvent; or

if (i) proceedingsare initiated against the Issuer or any of its Principal Subsidiaries under
any applicable liquidation, insolvency, composition, reorganisation, wingingr other

similar laws, or an application is made (or documents filed with a court) for the appointm

of an administrative or other receiver, manager, administrator, wiugingpmmittee or

other similar official, or an administrative or other receiver, manager, administrator,
winding-up committee or other similar official is appointed, in relatiothi Issuer or any

of its Principal Subsidiaries or, as the case may be, in relation to the whole or a substantial
part of the undertaking or assets of any of them, or an encumbrancer takes possession of the
whole or a substantial part of the undertakingassets of any of them, or a distress,
execution, attachment, sequestration or other process is levied, enforced upon, sued out or
put in force against the whole or a substantial part of the undertaking or assets of any of
them and (ii) in any case (oth#ran the appointment of an administrator) the same is not
discharged or stayed within |4 days; or

if the Issuer or any of its Principal Subsidiaries initiates or consents to judicial proceedings
relating to itself under any applicable liquidation, insotygencomposition, reorganisation,

winding-up or other similar laws or makes a conveyance or assignment for the benefit of, or
enters into any composition or other arrangement with, its creditors generally (or any class
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of its creditors) or any meeting isrmgened to consider a proposal for an arrangement or
composition with its creditors generally (or any class of its creditors); or

(h) if any event occurs which, under the laws of any relevant jurisdiction, has or may have an
analogous effect to any of the evengferred to in paragraphs (d) to (g) above,

then any holder of a Note may, by written notice to the Issuer at the specified office of the Principal
Paying Agent, effective upon the date of receipt thereof by the Principal Paying Agent, declare any
Note teld by it to be forthwith due and payable whereupon the same shall become forthwith due and
payable at its Early Redemption Amount (as defined in Conditi@ntogether with accrued interest
(if any) to the date of repaymemtithout presentment, demand, protest or other notice of any kind.

For the purposes of the Conditions:
Financial Indebtednessmeans any indebtedness for or in respect of:
® moneys borrowed;

(i) any amount raised by acceptance under any acceptance credit éaciity dematerialised
equivalent;

(iii) any amount raised pursuant to any note purchase facility or the issue of any debenture, bond,
note or loan stock or other similar instrument (with the exception of any loan stock issued by
a member of the Group which iash collateralised);

(iv) the amount of any liability in respect of any lease or hire purchase contract which would, in
accordance with IFRS, be treated as a finance or capital lease;

(V) receivables sold or discounted (otherwise than on aewyurse basis);

(vi) any amount raised under any other transaction (including any forward sale or purchase
agreement) having the commercial or economic effect of a borrowing and which, for the
avoidance of doubt, includes any transaction that is required to be classified anttextcou
for as borrowings, for financial reporting purposes in accordance with IFRS;

(vii)  any derivative transaction entered into in connection with protection against or benefit from
fluctuation in any rate or price (and, when calculating the value of any degivat
transaction, only the marked to market value shall be taken into account);

(viiiy  any countefindemnity obligation in respect of a guarantee, indemnity, bond, standby or
documentary letter of credit or any other instrument issued by a bank or financiatiorstit
or

(ix) the amount of any liability in respect of any guarantee or indemnity for any of the items
referred to in paragraphs (i) to (viii) above;

Group means the Issuer and its Subsidiaries;

IFRS meandnternational Financial Reporting Standards;

Principal Subsidiary at any time shall mean any Subsidiary of the Issuer:

(a) whose gross revenues (consolidated in the case of a Subsidiary which itself has Subsidiaries)
or whose total assets (consolidated in the case of a Subsidiary which itself has Subsidiaries)

represent not less than five per cent. of the consolidated gross revenues, or, as the case may
be, consolidated total assets, of the Issuer and its Subsidiaries taken as a whole, all as

111



10.2

11.

calculated respectively by reference to the then latest auditedné&&¢oansolidated or, as
the case may be, unconsolidated) of the Subsidiary and the then latest audited consolidated
accounts of the Issuer and its Subsidiaries;

(b) to which is transferred the whole or substantially the whole of the undertaking and assets of
another Subsidiary of the Issuer which immediately before the transfer is a Principal
Subsidiary; or

(© that is licensed by law, in any jurisdiction, to operate as a financial institution or provide any
financial services,

all as more particularly defined the Agency Agreement.

A certificate by two Directors of the Issuer that in their opinion a Subsidiary of the Issuer is or is not
or was or was not at any particular time or throughout any specified period a Principal Subsidiary
shall, in the absence of m#est error, be conclusive and binding on the Noteholders, provided that

in giving such certificate the Directors must act reasonably and in good faith, and on the basis of the
latest audited, and, in the case of the Issuer, consolidated, financial statéan¢he Issuer and its
Subsidiaries.

Enforcement Eventsi Subordinated Notes

This Condition 102 appl i es only t o Subordinated Not es
AiNotehol dersod in this ConyWition shall/l be const

The following events or circumstances (eachEaforcement Even) shall constitute enforcement
events in relation to the Notes:

(a) if default is made in the payment of any principal or interest due in respect of the Notes or
any of them and the default domues for a period of three days in the case of principal and
seven days in the case of interest, any Noteholder may, at its own discretion and without
further notice, institute proceedings in Iceland in order to recover the amounts due from the
Issuer tosuch Noteholder, provided that a Noteholder may not at any time file for
liquidation or bankruptcy of the Issuer. Any Noteholder may, at its discretion and without
further notice, institute such proceedings against the Issuer as it may think fit teeearfprc
obligation, condition or provision binding on the Issuer under the Notes, provided that the
Issuer shall not by virtue of the institution of any proceedings be obliged to pay any sum or
sums sooner than the same would otherwise have been payablarily i

(b) if an order is made or an effective resolution is passed for the liquidation or bankruptcy of
the Issuer, then the Notes shall become due and payable at their outstanding principal
amount together with interest (if any) accrued to such date.

REPLACEMENT OF NOTES, COUPONS AND TALONS
This Conditionl1 only applies to Notgother than VB Notes

Should any Note, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it may be
replaced at the specified office ofettPrincipal Paying Agent (in the case of Bearer Notes or
Coupons) or the Registrar (in the case of Registered Notes) upon payment by the claimant of such
costs and expenses as may be incurred in connection therewith and on such terms as to evidence and
indemnity as the Issuer may reasonably require. Mutilated or defaced Notes, Coupons or Talons
must be surrendered before replacements will be issued.
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12.

13.

AGENTS

The names of the initial Agentnd the initial VIS Account Manageilnd their initial specified
offices are set out below. If any additional Paying Agents or Transfer Ageamy alternative/PS

Account Managelis appointed in connection with any Series, the names of agehts will be
specified in Part B of the applicable Final Terms (in the caseof Exempt Notes) Pricing
Supplement

The Issuer is entitled to vary or terminate the appointment of any Ageidrthe VPS Account
Managerand/or appoint additional or other Agemtsd/oradditional or otheilegentsin respect of
VPS Notegrovided that:

(@) there will at all times be a Principal Paying Agent and a Registrar;

(b) so long as the Notes are listed on any stock exchange or admitted to trading by any other
relevant authority, there will at all times be a Paying Agent (in the case of Bearer Notes) and
a Transfer Agent (in the case of Registered Notes) with a specified office in such place as
may be required by the rules and regulations of the relevant stock exchange or other relevant
authority;

(© so long as any of the Registered Global Notes payable peciffed Currency other than
U.S. dollars are held through DTC or its nominee, there will at all times be an Exchange
Agent with a specified office in New York City;

(d) there will at all times be a Paying Agent in a jurisdiction within Europe, other than the
jurisdiction in which the Issuer is incorporatechd

(e) in the case of VB Notes, there will always be a \BAccount Manageauthorised to act as
an account holding institution with VPS.

In addition,in the case of Notes other than ¥Rotes,the Issuer shHaforthwith appoint a Paying
Agent having a specified office in New York City in the circumstances described in Cor&iiion
Notice of any variation, termination, appointment or change in Agents will be given to the
Notehoblers promptly by the Issuer in accordance with Conditbn

In acting under the Agency Agreemaarid/or the VB Account ManageAgreement the Agents

and the VB Account Manageact solely as agents of the Issuer and do reitras any obligation

to, or relationship of agency or trust with, any Noteholder or Couponholder. The Agency Agreement
contains provisions permitting any entity into which any Agent is merged or converted or with
which it is consolidated or to which it txafers all or substantially all of its assets to become the
successor agent.

EXCHANGE OF TALONS
This Condition13 only applies to Notes other than SRotes.

On and after the Interest Payment Date on which the final Couporrisethin any Coupon sheet
matures, the Talon (if any) forming part of such Coupon sheet may be surrendered at the specified
office of any Paying Agent in exchange for a further Coupon sheet including (if such further Coupon
sheet does not include Coupons(and including) the final date for the payment of interest due in
respect of the Note to which it appertains) a further Talon, subject to the provisions of Cdhdition
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14,

14.1

14.2

NOTICES
Notes other than VFS Notes
This Condition14.1only applies to Notes other than $Rotes.

All notices regarding the Bearer Notes will be deemed to be validly given if published in a leading
English language daily newspaper of general circulation in London. It is expeatednth such
publication in a newspaper will be made in #iaancial Timesn London. The Issuer shall also
ensure that notices are duly published in a manner which complies with the rules of any stock
exchange or other relevant authority on which ther&ebBlotes are for the time being listed or by
which they have been admitted to trading. Any such notice will be deemed to have been given on
the date of the first publication or, where required to be published in more than one newspaper, on
the date of th first publication in all required newspapers.

All notices regarding the Registered Notes will be deemed to be validly given if sent by first class
mail or (if posted to an address overseas) by airmail to the holders (or the first named of joint
holders)at their respective addresses recorded in the Register and will be deemed to have been given
on the fourth day after mailing and, in addition, for so long as any Registered Notes are listed on a
stock exchange or are admitted to trading by another relevimbrity and the rules of that stock
exchange or relevant authority so require, such notice will be published in a daily newspaper of
general circulation in the place or places required by those rules.

Until such time as any definitive Notes are issutghre may, so long as any Global Notes
representing the Notes are held in their entirety on behalf of Euroclear and/or Clearstream,
Luxembourg and/or DTC, be substituted for such publication in such newspaper(s) or such mailing
the delivery of the relevamiotice to Euroclear and/or Clearstream, Luxembourg and/or DTC for
communication by them to the holders of the Notes and, in addition, for so long as any Notes are
listed on a stock exchange or are admitted to trading by another relevant authority anestioé

that stock exchange or relevant authority so require, such notice will be published in a daily
newspaper of general circulation in the place or places required by those rules. Any such notice
shall be deemed to have been given to the holdergedlibtes on the seventh day after the day on
which the said notice was given to Euroclear and/or Clearstream, Luxembourg and/or DTC.

Notices to be given by any Noteholder shall be in writing and given by lodging the same, together
(in the case of any Nota definitive form) with the relative Note or Notes, with the Principal Paying
Agent (in the case of Bearer Notes) or the Registrar (in the case of Registered Notes). Whilst any of
the Notes are represented by a Global Note, such notice may be giventmider of a Note to the
Principal Paying Agent or the Registrar through Euroclear and/or Clearstream, Luxembourg and/or
DTC, as the case may be, in such manner as the Principal Paying Agent, the Registrar and Euroclear
and/or Clearstream, Luxembourg asdDTC, as the case may be, may approve for this purpose.

VPS Notes
This Condition14.2only applies to VB Notes.

All notices regarding the V®Notes will be deemed to be validly given if published in accorglanc
with the procedures of VPS.

The Issuer shall also ensure that notices are duly published in a manner which complies with the
rules of any stock exchange or other relevant authority on which teNékes are for the time
being listed or by which they hexbeen admitted to trading.

Any such notice will be deemed to have been given to the holders of BiBlMEs on the date it is
published in accordance with the procedures of VPS.
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15.

15.1

15.2

Notices to be given by any holder of 8Rlotes may be given by such holderaugh VFS in such
manner as th&PS Account Manageand VPS may approve for this purpose.

MEETINGS OF NOTEHOLD ERS AND MODIFICATION
Notes other than VPS Notes
This Condition15.10only applies to Notes other th&PS Notes.

The Agency Agreement contains provisions for convening meetings of the Noteholders to consider
any matter affecting their interests, including the sanctioning by Extraordinary Resdlasion
defined in Schedule 5, Part 1 of the Agency Agreejrerae modification of the Notes, the Coupons

or any of the provisions of the Agency Agreement. Such a meeting may be convened by the Issuer
and shall be convened by the Issuer if required in writing by Noteholders holding not less than five
per cent. imominal amount of the Notes for the time being remaining outstanding. The quorum at
any such meeting for passing an Extraordinary Resolution is one or more persons holding or
representing not less than 50 per cent. in nominal amount of the Notes faméhebding
outstanding, or at any adjourned meeting one or more persons being or representing Noteholders
whatever the nominal amount of the Notes so held or represented, except that at any meeting the
business of which includes the modification of certpinvisions of the Notes or the Coupons
(including modifying the date of maturity of the Notes or any date for payment of interest thereon,
reducing or cancelling the amount of principal or the rate of interest payable in respect of the Notes
or altering tle currency of payment of the Notes or the Coupons or amending the Deed of Covenant
in certain respects), the quorum shall be one or more persons holding or representing not less than
two-thirds in nominal amount of the Notes for the time being outstandimagt, any adjourned such
meeting one or more persons holding or representing not less thdirdn@ nominal amount of

the Notes for the time being outstanding. An Extraordinary Resolution passed at any meeting of the
Noteholders shall be binding orl #ie Noteholders, whether or not they are present at the meeting,
and on all Couponholders.

The Principal Paying Agent and the Issuer may agree, without the consent of the Noteholders or
Couponholders, to any modification of the Notes, the Coupons, tbe @eCovenant, the Deed Poll

or the Agency Agreement which, in the opinion of the Issuer, is of a formal, minor or technical
nature or is made to correct a manifest error or to comply with mandatory provisions of the law.

Any such modification shall be fding on the Noteholders and the Couponholders and any such
modification shall be notified to the Noteholders in accordance with Condioas soon as
practicable thereafter.

VPS Notes
This Condition15.20only applies to VPS Notes.

Meetingsof Noteholders (Not e h o | d e r) sndy bdemrvenednby the Issuer and shall be
convened by the Issuer if required in writing by Noteholders holding not less than 5 per cent. in
nominal amounbf the Notes for the time being remaining outstanding. The quorum at any such
meeting for passing @esolution is one or more persons holding a certifioateertificategdated no
earlier than 14 days prior to the meeting) from either the VPS or theA¢8&int Manager stating

that each suchNoteholder is entered into the records of the VPS as a Notehaldérsuch
Noteholder or Noteholders collectively hold or represent less than 50 per cent. in nominal
amount of the Notes for the time being outstiag and provid an undertaking that no transfers or
dealing have taken place or will take place in the relevant Notes until the conclusion of the meeting,
or at any adjourned meeting one or msuehpersons being or representing Noteholders whatever
the nominal amount of the Notes so held or represeetankpt that at any meeting the business of
which includes the modification of certain provisions of the Nateset out in Schedule 5, Part 2,
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16.

17.

18.

subclause3.5 of the Agency Agreemeifiincluding modifyingthe date of maturity of the Notes or

any date for payment of interest thereon, reducing or cancelling the amount of principal or the rate of
interest payable in respect of the Notes or altering the currency of payment of the Notes), the quorum
shall be oer or moresuchpersons holding or representing not less thanthirds in aggregate
nominal amount of the Notes for the time being outstanding, or at any adjourned such meeting one
or more persons being or representing Noteholders whatever the nominaltahthe Notes so

held or represented. #esolution passed at any meeting of the Noteholders shall be binding on all the
Noteholders, whether or not they are present at the meeting.

For the purposes of a meeting of the Noteholders, the person namedcertificate from the VPS

or the VPS Account Manager described above shall be treated as the holder of the Notes specified in
such certificate provided that he has given an undertaking not to transfer the Notes so specified
(prior to the close of the méey).

The provisions for the convening and holding of sitb t e h o | edtimgs @ré seMout in the
Agency Agreement.

The VPS Account Manager, the Principal Paying Agent (insofar as the relevant modification relates
to the Agency Agreement) and the Isso&ry agree without the consent of any of the Noteholders,

to any modification of the VPS Notes, the VPS Account Manager Agreement or the Agency
Agreement (insofar as the relevant modification to the Agency Agreement relates to the VPS Notes)
which, in the pinion of the Issuer, is of a formal, minor or technical nature or is made to correct a
manifest error or to comply with mandatory provisions of the law

Any such modification shall be binding on the Noteholders and any such modification shall be
notified to the Noteholders in accordance with Conditidras soon as practicable thereafter.

FURTHER ISSUES

The Issuer shall be at liberty from time to time without the consent of the Noteholders or the
Couponholders to create andusdurther notes having terms and conditions the same as the Notes
or the same in all respects save for the amount and date of the first payment of interest thereon and
the date from which interest starts to accrue smthat the same shall be consolidaaé®d form a

single Series with the outstanding Notes.

CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any term or condition of this Note under the Contracts
(Rights of Third Parties) Act 1999, but this does not aféery right or remedy of any person which
exists or is available apart from that Act.

ACKNOWLEDGEMENT OF S TATUTORY LOSS ABSORPTION POWERS

Notwithstanding and to the exclusion of any other term of the Notes, or any other agreements,
arrangements or understiing between any of the parties thereto or between the Issuer and any
Noteholder (which, for the purposes of this Conditit#) includes each holder of a beneficial
interest in the Notes), each Noteholder by its purchasesdfitibes will be deemed to acknowledge,
accept, and agree, that any liability arising under the Notes may be subject to the exercise of
Statutory Loss Absorption Powers by the Relevant Resolution Authority and acknowledges, accepts,
consents to and agreeslte bound by:

(a) the effect of the exercise of any Statutory Loss Absorption Powers by the Relevant

Resolution Authority, which exercise (without limitation) may include and result in any of
the following, or a combination thereof:
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) the reduction of all, oa portion, of the Relevant Amounts in respect of the Notes;

(ii) the conversion of all, or a portion, of the Relevant Amounts in respect of the Notes
into shares, other securities or other obligations of the Issuer or another person, and
the issue to or confal on the Noteholder of such shares, securities or obligations,
including by means of an amendment, modification or variation of the terms of the
Notes;

(iii) the cancellation of the Notes or the Relevant Amounts in respect of the Notes; and

(iv) the amendment or eltation of the maturity date of the Notes or the amendment of
the amount of interest payable on the Notes, or the date on which interest become
payable, including by suspending payment for a temporary period; and

(b) the variation of the terms of the Notes,deemed necessary by the Relevant Resolution
Authority, to give effect to the exercise of any Statutory Loss Absorption Powers by the
Relevant Resolution Authority.

In the Conditions the following expressions shall have the following meaning:

Relevant Amouwnts means the outstanding principal amount of the Notes, together with any accrued
but unpaid interest and additional amounts due on the Notes pursuant to CadRafarences to

such amounts will include amounts that haeedme due and payable, but which have not been
paid, prior to the exercise of ampplicable Statutory Loss Absorption Powers by the Relevant
Resolution Authority;

Relevant Resolution Authority means the resolution authority with the ability to exercisg an
Statutory Loss Absorption Powers in relation to the Issuer; and

Statutory Loss Absorption Powersmean any writelown, conversion, transfer, modification,
suspension or similar or related powers existing from time to time under, and exercised in
compliane with (i) any statutory regime implemented or directly effective in Iceland which
provides any Relevant Resolution Authority with the powers to implement loss absorption measures
in respect of capital instruments (such as the Notes), including, butniteidito any regime which

is implemented pursuant to, or which otherwise contains provisions analogous to, Directive
2014/59/EU establishing a framework for the recovery and resolution of credit institutions and
investment firms, as amended or replacednfiime to time and (i) the instruments, rules and
standards created under any such regime, pursuant to which any obligation of the Issuer can be
reduced, cancelled, modified, or converted into shares, other securities or other obligations of the
Issuer orany other person (or suspended for a temporary period).

19. GOVERNING LAW AND SU BMISSION TO JURISDIC TION
19.1 Governing law

The Agency Agreement, the Deed of Covenant, the Deed Pall, the Notes and the Coupons and any
noncontractual obligations arising out of ar connection with Agency Agreement, the Deed of
Covenant, the Deed Poll, the Notes and the Coupons, are and shall be governed by, and construed in
accordance with, English lavexcept for(i) the provisions of Conditior8.2 and Condition 3.3

which shall, in each case, be governed by, and construed in accordance with, Icelandic law and (ii)
the registration of VB Notes in VPSand Conditioril5.2 which shall in each caséde governed by,

and construed in accordance with, Norwegian law. The YAe&unt ManagerAgreement is
governed by, and shall be construed in accordance with, Norwegian law.
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19.2

(@)

(b)

(c)

19.3

19.4

195

Submission to jurisdiction

Subject to Conditiorl9.2c) below, the English courts have exclusive jurisdiction to settle any
dispute arising out of or in connection with the Notes and/or the Coupons, including any dispute as
to their existence, validity, interpretation, perforro@nbreach or termination or the consequences of
their nullity and any dispute relating to any noomtractual obligations arising out of or in
connection with the Notes and/or the CouponBigpute) and accordingly each of the Issuer and
any Noteholdersr Couponholders in relation to any Dispute submits to the exclusive jurisdiction of
the English courts.

For the purposes of this Conditi@8.2 each of the Issuer and any Noteholders or Couponholders in
relation to any Dispet waives any objection to the English courts on the grounds that they are an
inconvenient or inappropriate forum to settle any Dispute.

This Condition19.2c) is for the benefit of the Noteholdeasd the Couponholders only. To the
extent allowed by law, the Noteholders and the Couponholders may, in respect of any Dispute or
Disputes, take (i) proceedings in any other court with jurisdiction; and (ii) concurrent proceedings in
any number of jurisdtions.

Appointment of Process Agent

The Issuer appoints LOGOS Legal Services LtdPat er nost er Hous e, 65 St
London EC4M 8AB, United Kingdoras its agent for service of process in any proceedings before

the English courts in relatioro tany Dispute, and undertakes that, in the event of LOGOS Legal
Services Ltd. ceasing so to act or ceasing to be registered in England, it will appoint another person
as its agent for service of process in England in respect of any Dispute. The |sseetlagrfailure

by a process agent to notify it of any process will not invalidate service. Nothing herein shall affect
the right to serve proceedings in any other manner permitted by law.

Waiver of immunity

The Issuer hereby irrevocably and unconditipnaaives with respect to the Notes and the Coupons
any right to claim sovereign or other immunity from jurisdiction or execution and any similar
defence and irrevocably and unconditionally consents to the giving of any relief or the issue of any
process,ncluding without limitation, the making, enforcement or execution against any property
whatsoever (irrespective of its use or intended use) of any order or judgment made or given in
connection with any Dispute.

Other documents
The Issuer has in the Aggnégreement, the Deed of Covenant and the Deed Poll submitted to the

jurisdiction of the English courts and appointed an agent for service of process in terms substantially
similar to those set out above.
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USE OF PROCEEDS

The net proceeds from each issu&lofes will be applied by the Issuer for its general corporate purposes.
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DESCRIPTION OF THE | SSUER
NAME , INCORPORATION AND REGISTRATION

The I ssuerod6s | egal and commerci al name is ¢€sl an
incorporated in Icelad on 14 October 2008. It is registered with the Register of Enterpgagaekjaskra
Rikisskattstjora in Iceland andbearsthe registration number 49100860. The registered office of the

Issuer is aHagasmari 3, 201 Kopavoguceland, anditsteegh one number i s +354 440
homepage isvww.islandsbanki.is Information on the website is not part of this Base Prospectus.

The I ssuer6s operations are subject to the provis
the Act on Financial Undertakings. The Issuer is authorised to provide all financial services stipulated in the
Act on Financial Undertakings. Its activities are under the supervision of the Financial Supervisory Authority
(FME).

HISTORY & DEVELOPMENT OF THE |SSUER

The Issuer traces its roots back to 1904 when the original islandsbanki hf. was founded as the first privately
owned bank in I celand. Pt vegsbanki sl ands took
Utvegsbanki islands, Alpydubanki islandénadarbanki islands and Verslunarbanki islands merged into
islandsbanki hf. In 2000, islandsbanki hf. merged with The Icelandic Investment BBAl, (which was

created through the merger of three statmed credit funds, forming islandsbaf®A hf. (Bank). As a

result of the merger, the Bank further solidified its connections with the corporate sector, particularly in the
seafood industry. In the years 2000 to 2007, the Bank expanded its business beyond Iceland by first lending
to seafood enterprisen northern Europe and North America, and later through strategic acquisitions in the
Nordic countries. In March 2006, the Bank was rebranded as Glitnir banki hf. (all the aforementioned banks
collectively referred to aSlitnir ).

Following the collapsef the Icelandic banking system in October 2008, by decree of the newly passed Act

on the Authority for Treasury Disbursements due to Unusual Financial Market Circumstances etc. No.
125/2008 (usually referred to as the Emergency Act), the Issuer assuerdalribstic assets and liabilities

of Glitnir while the remainder of Glitnirdés asset
under the supervision of a Resolution Committ&esplution Committeg, which was appointed to
maximise the reavery value of those assets for the benefit of its creditors. The Issuer, initially named New
Glitnir banki hf., reverted to its previous brand name of islandsbanki hf., on 20 February 2009.

On 13 September 2009, Glitnir, on behalf of its creditors, #ed Icelandic government reached an
agreement on the settlement of assets and liabilities between the Issuer and Glitnir. Under the agreement, the
Resolution Committee acquired a 95 per cent. stake in the Issuer. Glitnir therefore assumed majority control
of the Issuer and a nehoard of directors of the Issuer (tB®ard of Directors) was appointed on 25

January 2010. The 95 per cent. stakes owned bySB Holding ehf., a holding company wholly owned by

GLB Holding ehf, which is a subsidiary of Glitnin January 2016, Glitnir signed an agreement to deliver
the 95 per <cent. stake to the Ilcelandic Gover nmer
became effectivapon beingapproved by the Competition Authority on 11 March 2016.

In Jwne 2011, the Issuer announced that it had successfully won a public bid for the entire share capital of
Byr hf., a local bank in Iceland. Byr hf. focused mainly on retail banking and was built on the foundation of

an older savings bank, which became insaivt in April 2010. The shares v
winding up committee and the Icelandic government. The acquisition price was ISK 6.6 billion. The
acquisition agreement was executed on 29 November 2011 and the acquisition was completiigtin the
guarter of 2012.

In March 2011, the Issuer acquired all shares of the credit card company, Kreditkort hf. and on 27 March
2012, Kreditkort hf. was merged into the Issuer.
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BUSINESSOVERVIEW
The Issuer is an Icelandic bank headquartered in Icelsngkimary market is Iceland.

The Issuer is licensed as a commercial bank in Iceland in accordance with Point 1 of Art. 4(1) of the Act on
Financial Undertakings and offers comprehensive services to the retail and corporate sectors. The Issuer is
one ofl cel andés three main banks and maintains a st
services in the country. According to Capacent Gallup market surv@g@d.8 the Issuer hadpproximately

32 per cent. of the market share in consumer banld@iger cent. of the market share in small to medium

sized enterprise banking aB8per cent . of the market share of ba
companiesand investors The Issuer seeks to provide the highest quality services to consumgers a
corporations, with a focus on building value and retaining a strong sense of social responsibility.

The Issuer operatdsgl branches, the majority of which are based around the Reykjavik metropolitan area. It
also maintains a presence in larger munidipa across Iceland.

When the Issuer assumed the domestic operations of Glitnir, it decided that it would continue to build on
Gl i tnir 6s innhdfieldst of seafobdoandugeothermal energy, Glitnir and its predecessors had
based their overseatrategy on lending and advising servicethesefields.

The | ssuerbdés business |lines are as foll ows:

Personal Banking- Provides customers with comprehensive banking services through digital channels and
a modern nationwide branch network.

Business Baking i Responsible for service to small and medisized enterpriseSMES) i n t he | s ¢
branches, as well as Ergo, the Issuero6s asset bas

Corporate & Investment Banking i Provides comprehensive financial services to investors and larg
companies, including lending, securities and currency brokerage, corporate advisory services, private
banking services, and sales of hedging instruments.

Personal Banking

Personal banking offers a full range of financial services for individuals aneHds, with a particular

focus on digital and seHervice solutions. This includes savings, lending, insurance products, and different
payment options via the Issuero6s wvarious distrib
branches, theall centre, enail and the online chat function.

Business Banking

Business Banking provideswidleangi ng fi nanci al services to SMEs
network, while also operating a separate brand, Ergo, in the asset financimgBesittess Banking serves

the growing SME group in Iceland and has built up strong local relationships and expertise. Business
Banking works according to a decentsedl structure where each branch is responsible for and shares its
experience and expemrisvith its immediate community.

Corporate & Investment Banking

Corporate & Investment Banking provides universal banking services to large companies, municipalities,
institutional investors and affl uent dencdsiomisedual s
products and services to customers, including lending and advisory services, risk management products,
brokerage, and private banking services. The Issuer takes great pride in its sector focus, building and
maintaining relationships with kegustomer groups within Iceland. Outside Iceland, the Issuer focuses in
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particular on the North Atlantic fishing industry, drawing on its expertise in the domestic market and global
contacts.

Support Divisions

Finance and Treasury

The Finance and Treasuryvigion includes finance and accounting operations as well as treasury and
financial institutions and investor relations. This division also manages and oversees sharehtiding in

| ssuer6s subsidiaries.

Risk Management

The Risk Management division @score division of the Issuer. The role of Risk Management is to oversee,
monitor and manage risk in the |l ssuerds operatic
external stakeholders and ensures that risk limits are adhereddaceamtinewi t h t he | ssuer 0s
defined by the Board of Directors.

IT & Operations

ThelT & Operations division is responsible for operational services, branch services, back office functions,

legal collectionf he | ssuer 6s | T pdofavaré developmera.nd systems and
Compliance

The Compliance division has an i ndatopa strdcturet Theposi t
Compliance divisionés function is to assist in ma
riskisdefned as the risk of | egal or regulatory sanct.i

in the event of failure to comply with applicable laws, regulations, and codes of conduct and standards of
good practice. The Compliance division, in pemation with Group Internal Audit, performs a special fit and
proper test by gathering information via questionnaires and examinations to management and key
employees.

Group Internal Audit

Groupl nt er nal Audi t i s r es p o nssn abcbrdance with the Acteon Firsusciale r 6 S
Undertakings. The role dBroup Internal Audit is to provide the Issuer with independent and objective
assurance and consulting services desi@ouelmernalo add
Audit also assists the Issuer in evaluating and improving the effectiveness of its risk management, controls
and governance processes. The Chief Audit Executive is appointed by the Board of Dinedtogports

directly tothe Board of Directors.

ORGANISATIONAL STRUCTURE

The Icelandic government, through Icelandic State Financial Investm8#iy,(owns 100 per cenbf the
| ssuer 6s .s hlahree fooddiotwdalng chart il lustrates the | ss
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BOARID

INTERNAL AUIMIT

{Agist Hrafnkelesson)

CE

FINANCE & TREASURY
T6n Gudni Omarsson

IT & OPERATIONS
Sigriour Olgeirsdottir

RISK MANAGEMENT
Gudmundur Kristinn Birgisson

PERSONAL BANKING
Sigridur Hrefna Hrafnkelsdomir

SUBSIDIARIES

The table below lists h e
2018:

CORFORATE &

INVESTME

Asmundur Tryggvason

IS FUNDS

LA Kjartan Smiri Hoskuidsson

| significentsdbsidiaries and the nature of their business as of 31 December

Subsidiary Ownership Company Description

Borgun hf! 63.5% Payment processing company

B-Payment Group Szolgéltatd Zrt.  1009%% Payment processing company

islandssjodir hf. 100% Fundmanagement company

Hringur Eignarhaldsfélag ehf. 100% Holding company

Allianz island hf. 10096 Insuranceagent

13 othernonsignificantsubsidiaries

1 On 10 January 2019, the Issuer announced the Board of Directohad deci ded to initiate a formal
Borgun hf.

2 B-Payment Group Szolgéltatd Zrt. is an indirect subsidiary of the Issuer. 100% of the ownership interstgnmest Group Szolgaltaté
Zrt. are held by Borgun hf. ’

8 Allianz Island hf. is an indirect subsidiary of the Issuer. 100% of the ownership interests in Allianz Island hf. are Heidyoy

Eignarhaldsfélag ehf.
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ADMINISTRATIVE , MANAGEMENT AND SUPERVISORY BODIES

Board of Directors

Thelssier 6s Boar d of sBuendieectdrsdwosaltecnaterseimisets sire @so appointed. The
Board of Directors appoints the Chief Executive Officer and the Chief Audit Executive. The Chief Executive

Officer appoints the Managing Directors of theuer.

The business address of each director is Islandsbankatfasmari 3, 201 Képavoguceland.

Set forth below are the members of the | ssuerb6s B
Name Title

Mr. Fridrik Sophusson Chairman

Ms. Anna boérdardattir Member of the Boal of Directors

Ms. Audur Finnbogad®bttir Member of the Boardf Directors

Mr. Arni Stefansson Member of the Boardf Directors

Mr. Hallgrimur Snorrason Member of the Boardf Directors

Ms. Heidran Jénsdéttir Member of the Board of Directors

Mr. TomasMar Sigurdsson Member of the Boardf Directors

Mr. Fridrik Sophusson (Chairman)

Fridrik Sophusson has nearly forty years of experience in fiscal policy making, management and public
service in IcelandHe has also served as a board member in severalaoiespand institutions. He was
Managing Director of the Icelandic Management Association from -1973, when he was elected to
Parliament. During his tenure as a member of Parliament, he held the position of Minister of Industry and
Energy from 1987 to B and Minister of Finance from 1991 to 1998. He was appointed the Chief
Executive Officer of Landsvirkjun, the National Power Company of Iceland, in 1999 and hefabshiain

for almost 11 years.

Mr. Sophusson holds a Cand. Jur. degree in Law frortinersity of Iceland.
Ms. Anna Pérdardéttir (Member of the Board of Directors)

Anna bérdardottir has been a board member of a number of companies. She served as a member of the boarc
of KPMG ehf. and the institute of State Authorized Public Accountariteland. She is currently a member

of the board offhe Icelandic Center for Future Studi&amtidarsetur islands §hindHeimavellir and is

chairman of the Board Audit Committee of HagaMls. bardardéttir graduated with a cand. merc degree in
financial studies from Handelhgjskolen in Arhus, Denmark. She is a chartered accountant and holds a B.S.
degree in business from the University of Iceland.

Ms. Audur Finnbogadottir (Member of the Board of Directors)

Audur Finnbogadottir has extensive experieirtahe field of financial markets. She was the managing
director of Lifsverk pension fund, the pension fund for employees for the municipality of Képavogur, A
verdbréf hf. and MP banki hf. She has held the position of chairman of the board of the Gmmpetit
Authority in Iceland and been a member of the board of the Icel&migrprise Investment Funttelandair
Group hf., Landsnet and Nyi Kaupping banki hf.

Ms. Finnbogadoéttiholds a B.Sc. in business majoring in international business from the Utyivefrs
Colorado and an MBA from Reykjavik University.
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Mr. Arni StefanssoiMember of the Board of Directors)

Arni Stefansson has extensive management experiengevierintensive industries in Iceland. He is
currently amanager and a member of the boairdirectors at the primary aluminium plaRio Tinto Alcan.
Previously he was a manager andmber of thexecutiveboard ofthe Century Aluminium plantordural
manager and viepresidenwith Landsnet andhanagewith Landsvirkjun.

Mr. Stefansson hoklan M.Sc. degree and B.Sc. degree in electrical engineering from Alborg University in
Denmark.

Mr. Hallgrimur Snorrasor{Member of the Board of Directors)

Hallgrimur Snorrason is an independent consultaoffioial statistics He wasDirector Generabf Statistics
Iceland andeputy Managing Directasf the National Economic Institute of Icelaride has been a member
of the board of several companies, including Utvegsbanki islands hf., SkamdAudur Capital. Henas
also chaired or served oa nunber of governmental committees, both domestic andoimection with
Nordic cooperation, EFTA, EC and the OECD.

Mr. Snorrason holds an M.Sc. degree in economics from Lund University in Sweden and a B.Sc. from the
University of Edinburgh.

Ms. Heidran Jonsdttir (Member of the Board of Directors)

Heidrdn Jonsdattir is an attorney at law withili Legal Services and serves as a member of the board of
Icelandair Group and the deputy chairman of the board of the Icelandic Bar Association. Previowsly she
amanaging director at Eimskipafélag islands hf., Lex Legal Services and KEA. She has been a member of
the boards of a number of companies since 1988, including Nordlenska, islensk Verdbréf, Oliuversiun
islands hf., Siminn hf., Reiknistofa Bankanna, theaedic Pension Funds Association, Silicor Materials
Iceland ehf. and Gildi Pension Furshe completed an Advanced Management Program (AMP) at IESE
Business School in Barcelona in 2017.

Ms. Jonsdéttir holds @and.Jur degregfrom the University of Icelandnd is asecurities broker licensed by
the Icelandic Ministry of Finance and Economic Affairs

Mr. Tomas Mér SigurdssdiMember of the Board of Directors)

Tomas Mar Sigurdsson was elected to the Board of Directors at the AGM in 2019. Témas is the 8enior Vi
President, Strategic Alliances for Alcoa Corporation, Pittsburgh, USA. Prior to that, Témas was CEO of
Alcoa Fjardaal and Alcoa in Iceland, but moved to Geneva in the year 2011 where he became the President
of Alcoa Europe. From 2014 to year end 20181@&68 was the Executive Vice President and Chief Operating
Officer for Alcoa Corporation. He was the chairman of the Iceland Chamber of Commerce froi202@09

and served as a member of the Federation of Icelandic Industries sine20A00%ie was also a miver of

the Executive Committees of the European Aluminium Association, Eurometaux, and the American
Chamber of Commerce to the European Union from ZT2. TGmas sits on a number of boards for Alcoa
Corporation and is a member of the Executive Committégsurope Aluminium and Business Europe.

Mr . Sigur AHsson hol davil and ebviranmenthl @mgideeringl feoign the Bniversity of

Il celand and a masterodés degree in planningThen 19
alternatene mber s of the | ssueroés Board of Directors ar
Name Title

Ms. Herdis Gunnarsdottir Alternate Member of the Board of Directors

Mr. Palmi Kristinsson Alternate Member of the Board of Directors
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Ms. Herdis Gunnarsdottir (Alternate Member of the Board oé®ors)

Herdis Gunnarsdéttir holds an MBA from the University of Iceland and an MSc and BSc in nursing from the
University of Iceland. Ms. Gunnarsdottir is currently the Chief Executive Officer of the Health Care
Institution of South Iceland.

Mr. Palmi Kristinsson(Alternate Member of the Board of Directors)

Palmi Kristinsson holds a BSc degree in construction engineering from the University of Iceland and an MSc
degree in engineering from Danmarks Tekniske Hgjskole. Mr. Kristinsson is currently a positétant.

Senior Management

The business address of each member oteeutive board committeeis Islandsbanki hf Hagasmari 3,
201 Képavoguriceland.

Theexecutiveboardcommitteeconsists of the followingevermembers:
Ms. Birna Einarsdoéttir, ChieExecutive Officer

Birna Einarsdottir worked at 1dnadarbankinn hf., a predecessor of Glitnir, from 1987. After six years with
Royal Bank of Scotland from 1998, Ms. Einarsdattir rejoined Glitnir in the fall of 2004 as the Managing
Director of Sales and Mketing. She was appointed Executive Vice President of Retail Banking of Glitnir in
August 2007. Ms. Einarsdaéttir assumed the roletiéCExecutive Officeof the Issuer in October of 2008.

Ms. Einarsdottir has worked as head of marketing for the Ideld@roadcasting Company Ltd. (Channel 2)
and Managing Director for the Icelandic Football Potdkefsk getspa

Ms. Einarsdottir holds Bachelor of Sciencan Business Administration from the University of Iceland and
aMaster of Business Administrati degredrom the University of Edinburgh.

Mr. J6n Gudni Omarsson, Chief Financial Officer

Jon Gudni Omarsson worked in the Capital Markets division at Glitnir from 2000 to 2002. He rejoined
Glitnir in 2005 and has held various positions in the LeveRigance and Treasury divisions, working on
different types of investment and funding transactions. In October 2008, he was appointed Executive
Director of Treasury and in October 2011, he was appointed Chief Financial Officer of the Issuer.

Mr. Omarsson blds aBachelor of Sciencelegree in Industrial and Mechanical Engineering from the
University of I ¢ el a nQ@uanttative arad Cofirgodational Bisancel @QGH) &aen thie n
Georgia Institute of Technology. He is aatteredrinancialAnalyst (G-A) and a securities broker licensed
by the Icelandic Ministry of Finance and Economic Affairs.

Mr. Gudmundur Kristinn BirgissqrChief Risk Officer

Gudmundur Kristinn Birgissojoined islandsbankin 2011 as Executive Director of Risklonitoring where

heoversaw the i mplementation of the Bankds Operat.i
the execution of credit processes. From 2017 until he was appointedh€Rérved as Executive Director
ofLending in the Bankds Personal Banking Division.

Mr. Birgisson holds aPh.D. degreein MathematicsEducation from Indiana University and aAB.in
Philosophy and Sciendem the University of Iceland.
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Ms. SigridurHrefna HrafnkelsdottirManaging DirectoPersonal Banking

Sigridur Hrefna Hrafnkesdottivas appointed Managing Director Bersonal Banking in May 2017. Ms.
Hrafnkelsdottir worked as managing director of retail for Oliusverzlun islands from 2014. Before that she
worked for Arion BankSparisjodabanki Islands, Atlas Ejendomme A/S and LEX Lafic€

Ms. Hrafnkesdéttiholds a Cand. Jur. Degree from the University of Iceland, is a district court attorney and
holds an MBA degree from Copenhagen Business School.

Ms. Sigridur Olgeirsdottir, Chief Operating Officer

Sigriour Olgeirsdottir was appded Chief Operating Officer of the Issuer in September 2010. Ms
Olgeirsdéttir has worked in the information and technology industry since 1984 and prior to joining the
Issuer, she was Executive Director of the Information and Technology division of viedelkhj Managing
Director of Ax Business Intelligence A/S in Denmark and Managing Director of Ax Business Intelligence in
Iceland.

Ms. Olgeirsdottir is a systems analyst educated at EDB School in Odense, Denmark, holds a degree in
Business Operations frothe Institute of Continuing Education at the University of Iceland avldgter of
Business Administration degr@elInternational Management from Reykjavik University.

Ms. Una Steinsdottir, Managing DirectBusines®Banking

Una Steinsdottir joined Ghir in 1991 as a specialist in International Banking. Ms. Steinsdoéttir has over 20
years of experience in working for the Issuer and its predecessors and has, among other things, worked in
credit control and service management. Ms. Steinsdéttir was ahbnaantager in Keflavik for eight years

from 1999 to 2007 until she was appointed director of Retail Banking in 2007. She was then appointed
Managing Director of Retail Banking for the Issuer in October 2008.

Ms. Steinsdéttir holds a Cand. Oecon degree isifitass Administration from the University of Icelasaid
has completed an AMP management programme from IESE, Barcelona

Mr. Asmundur Tryggvasgmanaging Director Corporatand InvestmenBanking
Csmundur Tryggvason was EXerpomte Fimaace @epartraenttfronn 20k2fto t h «
2019. Mr. Tryggvason has also worked in the Bank¢

banking. He has also served on the boards of various financial, technology, industrial, telephone and
publisting companies.

Mr. Tryggvasorholds alaw degreefrom the Faculty of Law of the University of Iceland, is a District Court
Attorney and has completed a degiresecurities trading.

Potential Conflict of Interest

There are no potential conflicts of intetavith any of the members of the management or supervisory bodies
of the Issuer.

SHAREHOLDERS

The Il celandic government, through | SFI , owns 100
shares). The Issuer is not directly or indirectly owwoedontrolled by parties other than the Icelandic
government, through ISFI.

FINANCIAL INFORMATION

IFRS
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The | ssuerodés Annual Financi al St atement s, incorpo
on a going concern basis in accordance VRS as adopted by the EU.

Independent Auditors

The consolidated financial statements as of and for thes gewied 31 Decembe&2016 2017 and 2018
incorporated by reference in this Base Prospectus, were audited by Ernst & Young ehf.

Explanatory Notes

Detailed information regarding the consolidated financial statements is accessible in the explanatory notes in
the relevant financial statemeimgorporated by reference in this Base Prospectus

Selected Historical Consolidated Financial Information
The fdlowing tables set forth selected historical consolidated financial information of the Issuer and should
be read in conjunction with the Annual Financial Statements. The selected historical consolidated financial

information for each of the financial yeagaded 31 Decemb@016, 2017 and 208 has been derived from
the Annual Financial Statements, incorporated by reference in this Base Prospectus.
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Consolidated Statement of Financial Position

ISK million 2018 2017 2016
Cash and balances with Central Bank 135,056 189,045 275,453
Bonds and debt instruments 69,415 27,090 31,256
Shares and equity instruments 13,074 10,177 10,626
Derivatives 4,550 2,896 1,953
Loans to credit institutions 41,577 26,617 17,645
Loans to customers 846,599 755,175 687,840
Investments in associates 682 704 450
Property and equipment 5,271 7,128 6,211
Intangible assets 5,002 4,231 2,672
Other assets 7,947 9,993 7,064
Non-current assets and disposal groups held for sale 1,230 2,766 6,384
Total Assets 1,130,403 1,035,822 1,047,554
Deposits from Central Bank and credit institutions 15,619 11,189 4,922
Deposits from customers 578,959 567,029 594,187
Derivative instruments and short positions 5,521 5,492 4,798
Debt issued and other borrowed funds 300,976 217,748 212,468
Subordinated loans 16,216 9,505 -

Tax liabilities 7,150 7,787 8,473
Other liabilities 29,643 35,947 43,456
Non-current liabilities and disposal groups held for sale 6 80 325
Total Liabilities 954,090 854,777 868,629
Share capital 10,000 10,000 10,000
Share premium 55,000 55,000 55,000
Reserves 6,499 6,179 4,139
Retained earnings 102,496 107,387 105,563
Total equity attributable to the equity holders of islandsbanki hf. 173,995 178,566 174,702
Non-controlling interests 2,318 2,479 4,223
Total Equity 176,313 181,045 178,925
Total Liabilities and Equity 1,130,403 1,035,822 1,047,554
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Consolidated Income Statement
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