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Endorsement and Signatures of the Board of
Directors and the CEO

The Consolidated Interim Financial Statements of Kaupthing Bank hf. for the three months ended 31 March 2007, have
been prepared in accordance with International Financial Reporting Standards (IFRS) for Interim Financial Statements (IAS
34). The Consolidated Interim Financial Statements include the Interim Financial Statements of Kaupthing Bank hf. and its
subsidiaries, together referred to as ""the Bank".

Net earnings, according to the Consolidated Interim Income Statement, amounted to ISK 20,694 million for the period from
1 January to 31 March 2007. Total equity, according to the Consolidated Interim Balance Sheet, amounted to ISK 324,140
million at the end of the period, including share capital amounting to ISK 7,344 million. The equity ratio of the Bank,
calculated according to the Act on Financial Undertakings, was 13.8%. This ratio may not be lower than 8.0%.

The Board of Directors and the CEO of Kaupthing Bank hf. hereby confirm the Consolidated Interim Financial Statements
for the period ended 31 March 2007.

Reykjavik, 25 April 2007
Board of Directors

Sigurdur Einarsson

Chairman
Antonio Yerolemou Asgeir Thoroddsen
Bjarnfredur Olafsson Brynja Halldérsdéttir
Gunnar Pall Palsson Hjorleifur Thor Jakobsson
Maria Sélbergsdottir
CEO

Hreidar Mar Sigurdsson
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Independent Auditors' Review Report

To the Board of Directors of Kaupthing Bank hf.

Introduction

We have reviewed the accompanying Consolidated Interim Balance Sheet of Kaupthing Bank hf. as of 31 March 2007 and
the related statements of income, changes in equity and cash flows for the three-month period then ended and a summary
of significant accounting policies and other explanatory notes. Management is responsible for the preparation and fair
presentation of this interim financial information in accordance with International Financial Reporting Standard IAS 34,
Interim Financial Reporting . Our responsibility is to express a conclusion on this interim financial information based on our
review.

Scope of review

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

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim financial
information does not give a true and fair view of the financial position of the entity as at 31 March 2007, and of its financial

performance and its cash flows for the three-month period then ended in accordance with IAS 34, /nterim Financial
Reporting .

Reykjavik, 25 April 2007
KPMG hf.
Saemundur Valdimarsson

Reynir Stefan Gylfason
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Consolidated Interim Income Statement
for the Period from 1 January to 31 March 2007

Notes 2007 2006
1.1.-31.3. 1.1.-31.3.
L= = g Tolo] 4o T PO P PP PPPTUPPPPRROY 62,047 35,434
Interest expense ... (45,782) (24,950)
NEt INEEreSt INCOME........coiueeierre e e e e e e n e nre e 16,265 10,484
Fee and COMMISSION INCOME .........oouiiiiiiiiie e s 15,413 9,454
Fee and COMIMISSION EXPENSE .......eiiiiuueieeiiieeeiateeeeaiteeeeastteeeesabeeeeaabbe e e e assbeeessbeeesanbeeeeanreeeaanneeeas (3,076) (852)
Net fee and COMMISSION INCOME......ccvirieiirisinin e 12,337 8,602
Net fiNanCIal INCOME ........coiiiiii e 7-12 13,456 13,505
Share Of Profit Of @SSOCIALES ........cciiiiiiiiiiiie it e et e e e eee e e snaee e 144 1,038
Other OPErating INCOME .......coiiiiiiieiie ettt ettt et enbn e nbeeaeee s 13 1,858 1,822
(@7 T 111 o I 010 o 1= PSSR 44,060 35,451
Salaries and related EXPENSES .......coiuriiiriiiiieaie ettt ettt ettt ettt et e b (10,534) (7,420)
AdMINISTIAtION EXPENSES ...eieeiieeiitiieeettee e ettt e e sttt e e sttt e e e e bee e e s aabe e e e asbseeeasbeseeesatbeaeasbeeeaasnneeeannnes (5,516) (3,749)
Depreciation and @mOrtiSALION ............ceeiuiiiiieiii ettt (1,534) (1,293)
Other OPEIatiNg EXPENSES .....veeeiureeeiateeteaittetaeateeaeasteeeeaassbeeeasbeeeaasbeeeaanseeesanbeeeaabseeeeasseeassnneeas (123) (90)
IMPAITMENT ON TOANS ...ttt ettt b et et nab et e eeees 22 (1,423) (710)
Earnings before income tax.... 24,930 22,189
INCOME TAX EXPENSE ....uetiieiitiie e ettt e ettt e e ettt e e ettt e e e satb e e e sabb e e e e asbe e e e aanbe e e anbe e e e anbe e e e anbeeeeanbneaeanneneas (4,236) (2,595)
N L= =2 T 1T PR 20,694 19,594
Attributable to:
Shareholders of Kaupthing Bank hf. ... 20,281 18,798
IMHINOFILY INEEIEST ...ttt ettt ettt ettt e e ekt e e e e ket e e s b e e e e st e e e e asbe e e e e nbe e e e anbeeeeanneneas 413 796
N L= == T 1T PR 20,694 19,594
Earnings per share
BasSiC €arNINGS PO SNAIE ........oiiiiiiiee e e e e enne e s 15 27.4 28.3
Diluted arnings PEI SNAIE .......oiiueiieiiiie ettt e e e ar e e be e e e neeeas 15 26.7 27.8
Kaupthing Bank hf. Interim Financial Statements 31 March 2007 Amounts are in ISK millions




Notes to the Consolidated Interim Financial Statements

Notes to the Income Statement

Net financial income

7. Net financial income is specified as follows: Q1 2007 Q1 2006
(DAY o (=T g T T o] 1 T PSSO UR PR 1,858 1,614
Net gain on financial assets and liabilities at fair value .. " 11,526 11,137
N (0T CTo T T=) (ot T Vg T= T T U SRR 62 728
Net gain on financial assets and liabilities NOt at faIr VAIUE ...........oocuiiiiiiiii e 10 26
Net fINANCIAI INCOME ... .o e e e e e e e e eae s e me s e e et seesae e ereeamees e e e rrennennreenes 13,456 13,505

Dividend income

8.  Dividend income is specified as follows:

Dividend iNCOME ON TrAGING @SSELS ..vev.uvveeeiirireeiirteeriteeeesteeeesteeeeasseeeeestaeeeassseeeesssseaeasaeeeeassseeeasseeeaassaseeasnenessnseeannnes 1,732 1,574
Dividend income on assets at fair value through profit @and 0SS ..........cccuiieiiiiiiiiiii e 126 40
1Yo (=T o o I 1o TSSO RTR 1,858 1,614

Net gain on financial assets and liabilities at fair value

9. Net gain on financial assets and liabilities at fair value are specified as follows:

Net gain on trading POIFONIO .........iiiiiiii ittt ettt sa e s bb e e nae e e ebe e et e e nbeenaneesanes 9,376 7,109
Net gain on assets designated at fair value through profit @and 10SS ..........cc.eeiiiiiiiiiiiie e 2,043 3,816
Fair value adjustments 0N hedge ACCOUNTING .....oc.vuiiiiiiiee it ie et e s e e e e e e s e e e sste e e e sstaeeeesseeeeesntaeeeensneeesssnneeeans 107 212
Net gain on financial assets and liabilities at fair Value ... e 11,526 11,137

10. Net gain on trading portfolio are specified as follows:

Gain on equity instruments and related dENVALIVES ...........oouiiiiiiiii it e e et e e e s sne e e e e snrreeeenes 10,485 7,032
(LOSS) Q@IN ON OLNEI UEIIVALIVES ......cieiiiiieeiitee ettt ettt et e e ettt e ettt e e eab e e e e e atb e e e e bbe e e e eaebe e e aasbe e e e ambeeeeansbeeesanbeeeeanneeeeanes (1,120) 420
Gain (loss) on interest rate instruments and related AErIVALIVES ..........c.ueviiiiireeiiiee e iiee e e e e e e snreee e 11 (343)
Net gain on trading POITONO .........coiiciiiiiiiie i e e e e n e s sae e e nn s 9,376 7,109

11. Net gain on assets designated at fair value through profit and loss are specified as follows:

Gain (loss) on interest rate instruments designated at fair VAIUE ..........cceeiiiiieeiiie e ee e snaee e 488 (380)
Gain on equity instruments designated at fAIr VAIUE ...........oouuiiiiiiiiiii e e e e e e e e ibee e 1,555 4,196
Net gain on assets designated at fair value through profit and 10Ss ...........ccccovroeireircnrecin e s 2,043 3,816

Net gain on financial assets and liabilities not at fair value

12. Net gain on financial assets and liabilities not at fair value are specified as follows:

Net realised gain on loans and finance leases ... 8 22
Net realised gain 0N available-fOr-SAI8 ASSETS .........cueriiiiurieeiiiie e e s ee e e stre e e st e e e et e e e s e e e sateeesssbeeeeaseeeessnseeeennseeeeenseenas 2 2
(@1 LT g g Tol =TT o = o S OO P PP PP TPPPRRO 0 2
Net gain on financial assets and liabilities Not at fair ValUe ...........c.cooereiierrince e e 10 26
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Notes to the Consolidated Interim Financial Statements

Other operating income

13. Other operating income is specified as follows: Q1 2007 Q1 2006
INCOME frOM OPEFALING IBASE ... .eeetit ittt ettt h ettt e st sh e et et e s be e et e e et e e eab e e neneenbeeens 1,155 857
Fair value adjustments 0N iINVESTMENT PrOPEITIES .........veiiiiieieeiiiee et e ettt e e e stee e e e ste e e e ebbe e e e stae e e e sanbeeessbeeeaannneeesnneeeaannes (57) 399
Realised gain 0N iNVESTMENT PIOPEITIES ........eeiiiiiitieiie ettt ettt ettt h et e bt e bt esbe e e be e e nae e ebeeenbeeanbeenaneennees 0 94
OTNEE INMCOIME ...ttt h et e b b e e s b e e e b e e st e e e b e e s h b e e e hb e e s ha e e b e e s b e e e b e e sab e e s baeesane e sbee e s 760 472
(014 T= 0] o= £ 111 T I 1o 1 T ST SRTRT 1,858 1,822

Personnel

14. The Bank's total number of employees is as follows: 31.3.2007 31.12.2006
Average number of full time equivalent positions during the Period ............c.coiiiiiiiiiiiie e 2,805 2,553
Full time equivalent positions at the end of the PEIIO .........c.oiiiiiiiii e 2,847 2,719

Earnings per share

15. Earnings per share are specified as follows: Q1 2007 Q1 2006

Net earnings attributable to the shareholders of Kaupthing Bank hf. ..ot 20,281 18,798

Weighted average share capital:

Weighted average of outstanding shares for the Period ............ceoiiioiiiiiiiii e 739.1 663.7
[ (=T e ] (o Tod Qo] o] o] o PSP TP UUPROUPIN 21.4 11.7
Weighted average of total shares for the period, IIULEM ............coouiii i 760.5 675.4
BASIC AIMINGS PO SNAIE .. ..ttt ettt h e ea bt e h et ettt e bt e et e e hb e e e n bt e nbe e et e e beennbeennnee s 274 28.3
Diluted EarniNGS PEI SNAIE .....cci it ie ettt e et e e e ket e e e et b e e e sttt e e e s be e e e e nee e e s aabe e e e aabe e e e e anee e e e eabeeeeebbeeeeannreaeaas 26.7 27.8
Number of outstanding shares at the end of the period, MIllION ............ooiiiiiiiii e 734.4 663.6
Number of total shares at the end of the period, Million, dilUted ..............oooiiiiiiii e 755.8 675.2
Average number of OWN Shares, MIllION ..........coiuiieiiiie e e s e e st e e e b e e e s saeeesnnteeeeensneeeesnseeas 5.8 4.1

Number of own shares at the end of the period, MIllION ............cooii e 6.1 1.0

Notes to the Balance Sheet

Cash and balances with central banks

16. Cash and balances with central banks are specified as follows: 31.3.2007 31.12.2006

Cash and CaSh DAIANCES ...........uuiiiiiiii ettt e e e e s e e e e e e e e e e e st a b e eeeeeeaesastasaeaeaaeeeseasantreaeeaaeeean 32,881 10,537
(OF K = To D1V =T o ) T O PSP P OUP PP 101,020 96,424

Cash and balances With central Danks ..........c.ccccei i e e e sr e s s e e e s s rree s nmes 133,901 106,961

Loans to credit instituitons

17. Loans to credit institutions specified by types of loans:

MONEY MATKET TIOANS ...ttt ettt oottt e e ekttt e oo sttt e e e ke e e a2 ab e e e e eab bt e e 2 bbe e e e eas b e e e aanbe e e e anbeeeeanbeeeaanreeean 265,568 242,284
BANK BCCOUNTS ...ttt ettt h ekt e bt ekt e e s bt ea bt o4kt e e b bt oAb et e b et e a bt e ea b e e eh et e e hb e e nan e e bt e e beeebeenaneena 95,595 95,828
(@Y= (o [ - 1 i TSP U PP UPPPRTOR 6,374 7,902
[R(CT o1 LU PP TR OPTRRPPPRT 0 50,753
(@] 1 LT g (0T o PP UP PP OPPPPUPPPRR 84,822 88,567
Loans t0 Credit INSEIEUTIONS ........co.eei ettt e e e ame et se e s st e et e see e eame e e e eseean 452,359 485,334
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Notes to the Consolidated Interim Financial Statements

Loans to customers

18.

19.

20.

21.

22.

Loans to customers specified by types of loans: 31.3.2007 31.12.2006
(@11 = o -\ TP PUPRR 112,870 113,354
LT g ToT I [T T SOOI 87,101 93,006
18] o o] (o [T LC=To [ (o T PSP PPPPR 7,044 7,369
(@ 1 T 1 = o PSPPSR 2,368,661 2,341,462
[ Co)V/ I To] gl o] g I (0= K T OO OO UPRPRR PP (16,555) (16,582)
[0 1 (0T oW1 (] 11T £ R 2,559,121 2,538,609

Loans to customers specified by sectors:
g o Y To U TSP P PP PP ORI 17.1%
[ Le] o [TaTo ot ] o g o= Tg 1 (=T S OO PPPPPPII 12.1%
1T LU 1 PRSP 18.1%
REAI ESTALE ...ttt bbbt bt e h e e b e e b e b e e bt s b e b e e bn e eeneas 17.9%
SBIVICE ettt Rt R R R R e R R R e e R e et R Rt R e e Re e r e R nn e e et reene s 19.6%
14.0%
1.2%

16.6%
13.5%
20.3%
15.6%
19.9%
12.5%

1.6%

100.0% 100.0%

Specification of subordinated loans:

[T L o (o R 01U ] (o33 T=T £ PPN 4,725 4,907
Bonds and other fIXed INCOME SECUITLIES .........ciiiuiiieiiiiee it e ettt ettt et e e tbe e e s sttt e e sbbe e e e sbe e e e annbeeesnbeeesanneeeeannes 2,319 2,462
ESTW Lo o (o 113 =To 0 TSP 7,044 7,369
Provisions on loans are specified as follows:

SPECITIC PIOVISION ..tttk e bt oo a bt e bt ettt e b e e e e bt e e h bt e ea bt e she e e bt e e nbn e et e e e beeeneeanneennne 12,699 13,404
(000 1=Tot 1) e LT 1= o | TSSOSO PP PR 3,856 3,178
Lo (0177 To T I o] o N o 13T OSSR 16,555 16,582
Changes in the provision on loans are specified as follows: Q1 2007 Q1 2006
Balance at the beginning Of Tthe YEAT ..........iii i e e st e e e st e e e e teeeeesnnseeeennees 16,582 12,953
Impairment on [0ans dUrNG the PEIIOMU .......coiuiiii ittt et e et e e e et b e e e ebb e e e e sabb e e e aasbeeeasbeeeeannneeean 1,423 710
Exchange rate difference 0N tranSIALION ...........c..iiiiiiiieii ettt ettt (724) 864
Write-0ffs dUING The PEIIOA ........oo ittt ettt ettt e e s tb e e e ek bt e e e abb e e e sasbe e e enbeeeeannneeesanbeeeas (760) (992)
Payment of 10ans PreviouUSIy WITEEN-0FF ........cooiiie et et 34 82
Provision on loans at the end Of the PEriod .........ccccoeiiiriinii e e e 16,555 13,617

Included within interest income is ISK 190 million (31.12.2006: ISK 642 million) with respect of interest income accrued on impairment on financial
assets and ISK 49 million (31.12.2006: ISK 161 million) with respect to the unwind of the impairment provision discount.

Non-performing loans are classified as aggregated exposures of customers for which the Bank has made specific provisions in part or in full. Non-
performing loans amounted at the end of March 2007 to ISK 26,331 million (31.12.2006: ISK 25,506 million), 1.03% of total loans to customers

(31.12.2006: 1.00%).
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Notes to the Consolidated Interim Financial Statements

Financial assets

23.

Financial assets are specified as follows:

31.3.2007

Bonds and debt instruments

[y =T USRS

Unlisted ..........

1Y o g (o F=To T= [0 = USSP
Bonds and debt inStruments ...........c.ocoeieerriciiiin e

Shares and instruments with variable income

Unlisted ....

Bond fund with variable iINCOME ..........coeviiiiiiiiiiie e
Shares and instruments with variable income .........ccccccccii i cncceen,

Derivatives

OTC dEFVALIVES ...ttt ettt
FUBUIES <.t e e e e e e e st r e e e e e
Other trading deriVatiVES .........ccccueeeiiiiee e e see e see e e sree e nnaee s
DIEFIVALIVES .....ceruueeiieeeieeeeee e e siee et e et e sse s st e see e sane s e e ee e s sae e emeeaeeaenne

Derivatives used for hedging

Fair Valug NEAGE ..o
Portfolio hedge of interest rate risk .........cccceeveiieeiiiiire e
Derivatives used for Nedging .......c..cocoereeermrerrcererse e e

Securities used for hedging

Bonds and debt iNSTrUMENTS .........eiiiiiiiiiiie e
Shares and equity INSEIUMENTS .........coiiiiiiiiiieee e
Securities used for hedging ............cocreerrrreermrerr e

FINANCial @SSELS ....cceeeriiireriesieres s sssre e s s s s s e s r e e s e s s sn e s smnenenans

Kaupthing Bank hf. Interim Financial Statements 31 March 2007
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Fin. assets

Fin. assets  Derivatives

Trading designated available used for
assets at fair value for sale hedging Total
41,518 283,536 0 0 325,054
530 27,965 0 0 28,495
0 9,303 0 0 9,303
42,048 320,804 0 0 362,852
83,827 22,403 0 0 106,230
3,926 50,055 152 0 54,133
8,817 1,356 0 0 10,173
96,570 73,814 152 0 170,536
44,112 0 0 0 44,112
12 0 0 0 12
14,696 0 0 0 14,696
58,820 0 0 0 58,820
0 0 0 5,444 5,444
0 0 0 3,965 3,965
0 0 0 9,409 9,409
81,358 0 0 0 81,358
153,628 0 0 0 153,628
234,986 0 0 0 234,986
432,424 394,618 152 9,409 836,603

Amounts are in ISK millions




Notes to the Consolidated Interim Financial Statements

24.

31.12.2006

Bonds and debt instruments
LISTEO .ttt
UNBSEEA .ttt e et e et e e e e nbeeeeas
1Y o g (o F=To T= [0 = RSP
Bonds and debt instruments

Shares and instruments with variable income
Listed .....
Unlisted
Bond fund with variable INCOME ..........ccoeiiiiiii e
Shares and instruments with variable income

Derivatives
OTC derivatives ..
FUBUIES <.t e e e e e e st e e e e e
Other trading deriVatiVES ..........cccvereiiiire it see e see e e sree e nraee s
Derivatives

Derivatives used for hedging

FaIr ValuE NEAGE ..ot
Portfolio hedge of interest rate risk
Derivatives used for Nedging .......c..cecereeermne e ereeee e e

Securities used for hedging

Bonds and debt iNSTrUMENTS .........ooiiiiiiiiiiie e
Shares and equity INSEIUMENTS .........coiiiiiiiiiie e
Securities used for hedging ........c...cocreerrrrecrrrrerer e

[ 1T VU= IR K] £

Bonds and debt instruments designated at fair value specified by issuer:

Fin. assets  Fin. assets  Derivatives

Trading designated available used for
assets at fair value for sale hedging Total
26,208 246,620 0 0 272,828
3,559 31,369 0 0 34,928
0 10,508 0 0 10,508
29,767 288,497 0 0 318,264
77,638 33,931 0 0 111,569
2,471 34,559 164 0 37,194
8,835 1,422 0 0 10,257
88,944 69,912 164 0 159,020
50,011 0 0 0 50,011
15 0 0 0 15
15,428 0 0 0 15,428
65,454 0 0 0 65,454
0 0 0 2,953 2,953
0 0 0 3,500 3,500
0 0 0 6,453 6,453
66,732 0 0 0 66,732
47,011 2,195 0 0 49,206
113,743 2,195 0 0 115,938
297,908 360,604 164 6,453 665,129

FINANCIAI INSTITULES ..eeiieeieiiitee et e ettt e e e e e s ettt et e e e e e s e e aat b e et eeaeeeeassasbaseeeaeeeseaaantssaaaeaeeeesannsssanneeaeeesaanans
(€10107=T ¢ 10 0T o S P EPPPR PP
(G014 010 ] = L (= TSP PP P PP PPPPPPPRN

Bonds and debt instruments designated at fair VAlUE ...........ccoocerirerinnee e e

Pledged assets

25.

Pledged assets are specified as follows:

Mortgage loans in Kaupthing MOrtgages FUNG ............oooiiiiiiiiii ettt et e e sier e e s ssbe e e ssbeeesssnneeeannnes

31.3.2007 31.12.2006

307,297 270,879
1,513 1,032
11,994 16,586
320,804 288,497
84,463 84,165

In the ordinary course of business, the Bank enters into transactions that result in the transfer of financial assets to third parties or special entities.
The Bank has transferred retail mortgage loans to the Kaupthing mortgages Fund, but has retained substantially all of the credit risk associated
with the transferred assets, and continues to recognise these assets within loans to customers.

The Bank has entered into repurchase agreements that are conducted under terms usual and customary to standard lending, and stock borrowing
and lending activities. Pledged assets according to these agreements amounted to ISK 101 billion at the end of March 2007 (31.12.2006: ISK 121

billion).

Kaupthing Bank hf. Interim Financial Statements 31 March 2007 16

Amounts are in ISK millions




Notes to the Consolidated Interim Financial Statements

Intangible assets

26. Intangible assets are specified as follows:

Other
intangible  31.3.2007 31.12.2006
Goodwill assets Total Total
Balance at the beginning Of the YEar ...........cooiiiiii e e 63,118 5,183 68,301 54,943
Exchange rate diffErENCE ......cvuii it e e (4,396) (208) (4,604) 13,880
Additions dUriNg the PEIIOU .......coiueiiiiiiiii ettt e s e e e 0 388 388 1,810
Impairment during the PEIIOM .........c.eiiiiiiiii it 0 0 0 (1,270)
Amortisation during the PErOM ...........oeoiiiiieiiiiie et eiaee e 0 (133) (133) (1,062)
INEANGIDIE ASSELS ....ceveecrreeirreee e e e e e n e nre e 58,722 5,230 63,952 68,301
Investment property
27. Investment property are specified as follows: 31.3.2007 31.12.2006
Balance at the beginning Of The YEAT ..........oi et e st e e et e e e e sann e e e enneeas 31,584 24,156
EXCRANGE FAE QIfFEIEINCE ..o ittt ettt e e ettt e e e kbt e e e eab b e e e aabb e e e e bbb e e e sabbe e e aanbeeeeannneeean (1,227) 3,426
P (o [ To g Toye (U g e o o TN o= 4 T Lo SRS 390 3,475
(D15 oot e [0l o N (T o 1<) o o EE TSP U U PR UUPPPRTOPPPTIOt 0 (2,347)
Revaluation during the PEIOM .........ociiiiiee it e s e e et e e e st e e e sataee e e saeeeearsseeeasteeeeasseeeeanseaeessnseeeennes (122) 96
L L (=] £ T PSSP P TP TOPPRTN 0 2,778
Investment property ath the end of the Period ...... ... e e e 30,625 31,584
Other assets
28. Other assets are specified as follows:
UNSEttIed SECUITLIES TrATING ... ..eie ittt oot e e et e e ek bt e e e e s kbt e e e sbe e e e e nbe e e e e ambe e e e anbeeeeabnneeesnnneaeans 45,641 90,427
ACCOUNTS TECRIVADIES ...ttt r e e r e e e et e n e e s r e e e nre s 6,618 8,617
Yool U CTo I g Todo 03T PO ET U OPPPOTI 9,885 8,004
PIEPAIT EXPEINSES ...ttt ettt ettt ettt b ettt et e h e ekt e bt e ekt e o a bt ea bt e k£ ek e e Rt £ et oAb e oot AR e e e R bt e nhn e e b e e e be e e b e e nreena 3,553 2,846
Non-current assets and disposal groups classified as held fOr SAle ............ooo i 2,348 2,334
S0 L [V = TSI SRR 12,238 5,646
L L= g T S 80,283 117,874
Unsettled securities trading was settled in less than three days from the reporting date.
Financial liabilities measured at fair value
29. Financial liabilities measured at fair value are specified as follows:
B Lo LT TN L Lo 11 1= SRR 61,130 51,095
Derivatives used for hedging - portfolio hedge Of INterest rate FSK ...........ccueiiiiiiiiiiiie e 8,565 8,768
Mortgage funding Measured At AN VAIUE ...........oveiiiiie e ceie et s e et e e st e e st e e e st e e e e nae e e s snteeeeansaeeeennneeas 9,720 11,401
Financial liabilities measured at fair VAU ..o s 79,415 71,264
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30. Trading liabilities are specified as follows: 31.3.2007 31.12.2006
Short position in equity instruments held fOr trading ...........ooviiiiiiiie e 3,702 2,122
Derivatives Neld FOr trATING .........ooouiii ittt e ettt e e kbt e e e eatb e e e aabb e e e e asn b e e e aanbeeeanbeeeeannneeesnreeean 57,428 48,788
(@) LT I o1 1 aT=T 3 g 1= o I {0 g =T [T o PR SUPSSS: 0 185
L= o L1 o N o =T 61,130 51,095

31. Derivatives used for hedging are specified as follows:

L LAY LU T= N g [T o[- OO U PP PPPRTOR 331 1,070
POrtfolio hedge Of INTEIEST FALE FISK .......i.uiiei e eciie ettt s e et e e e e e e sate e e e sta e e e e asaeeeesnsaeeesnbeeeeansaeeeannneenan 8,234 7,698
DTS G YT Yo I (o gl =T T 1 o RN 8,565 8,768
Borrowings
32. Borrowings are specified as follows:
BONUS ISSUBM ...t r e r et e e s e e R oo e R et e n e R n e n e ns 1,735,629 1,762,483
21| U= TP PR PP URPRNE 236,702 156,203
1Y o 1= AN = T =T Lo - U PSSP 326,137 373,285
(@] 1 LT g [0 T o OO P PP OPPPTUPTPTR 136,633 107,968
=T ) (011 ¢ To USSP STO 2,435,101 2,399,939

Included are Repurchase agreements with banks amounting to ISK 30,471 million at the end of the period compared to ISK 94,913 millon at year

end 2006.

Subordinated loans

33.

Subordinated loans are specified as follows: 31.3.2007 31.12.2006
LT o] = RSO POTP T O PP PP PP UPRUPPRPPINt 48,727 51,817
LT =T o 7 | ST UPPPP ORI 170,129 164,213
ESTE oo (o 113 1 C=To N0 TSP 218,856 216,030

Other liabilities

34. Other liabilities are specified as follows:

UNSEtted SECUITLIES TFATING ... ..eiiiiiiie ettt ettt ettt et e e st b e e e ekttt e e aa kbt e e e sbe e e e aabe e e e e aabe e e e anbseeeebnneessanreaeans 49,361 91,661
01V ST o ST PRP PP PSPPI 2,784 4,666
ACCOUNTS PAYADIE ...ttt h e e ekttt e e e st e e e ek bt e oo shbb e a2 aab b e e e ek bt e e 2 s be e e e aanbe e e e anbeeeeanneeesannneaaanes 5,989 4,410
S0 L LV L= Lo 1TSS 46,926 48,211
Other HADINTIES ....iviciisieieis i 105,060 148,948

Unsettled securities trading was settled in less than three days from the reporting date.
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Equity

35. Equity at the end of the period amounts to ISK 324,140 million. The equity ratio, calculated in accordance to Article 84 of the Act on Financial

Undertakings, was 13.8%. According to the law the ratio may not be lower than 8.0%.
The ratio is calculated as follows:

31.3.2007 12/31/2006
Book Weighted Book  Weighted
value value value value
Risk base:
Assets recorded in the Financial StatemMents ...........cooiiiiieiiiiie e 4,198,385 3,076,766 4,055,396 2,875,539
Assets deducted from EQUILY ........c..eeiiiiiiieeiie et e e e (62,403) (66,922)
Guarantees and other items not included in the Balance Sheet ...............ccccooviiiiiiieee. 226,844 259,023
3,241,207 3,067,640
Equity:
Tier | capital:
EQUITY ettt a e 324,140 334,892
INTANGIDIE ASSELS ...vviieiiriie it ettt e e sttt e e st e e e s e e e st e e et e e e s tteeeesnteeeestaeeeeassaeeeanreeeans (60,830) (65,276)
SUDOIAINALEA T0ANS ...cooiiiiiei ittt e et e e e e s snbe e e e eenee s 48,727 51,817
Tier Il capital:
SUDOIAINALE T08NS ... e 156,019 160,717
Investment in credit INSHEULIONS .........oiuiiiiiii e (22,044) (21,324)
446,012 460,826
EQUITY FBEIO +. ettt ettt et 13.8% 15.0%
TRErEOT TIEN | FALIO ...eeiiiieie ettt e e e sibr e e snbe e e e annes 9.6% 10.5%
Derivatives
36. Derivatives remaining maturity date of principal and book value are specified as follows:
31.3.2007 Principal Book value
Over 3
months
Upto3 and up to Over 1
months ayear year Total Assets Liabilities
Currency and interests rate derivatives, agreements
unlisted:
Forward exchange rate agreements ........ccceccvveeevevvereeninneesinnns 1,651,908 141,565 3,569 1,797,042 12,694 13,852
Interest rate and exchange rate agreements ............cccceeeueenn. 214,339 601,371 1,924,485 2,740,195 31,255 34,384
Options - purchased agreements ...........ccoceeveeeneeeneenieenneens 8,355 73,943 51,762 134,060 2,061 94
Options - Sold agreEMENts .........c..eeeiiieeeriieie e eiiee e 10,928 75,727 48,458 135,113 84 2,196
1,885,530 892,606 2,028,274 4,806,410 46,094 50,526
Equity derivatives:
Equity swaps, agreements unlisted ............ccccceviieeiiiiinennnnen. 113,541 40,357 4,873 158,771 10,540 7,986
Equity options, purchased unlisted agreements 3,309 2,732 0 6,041 196 31
Equity options, sold unlisted agreements ..........ccccccceeeeviiieeenne 1,017 2,918 0 3,935 86 377
Futures, agreements listed ..........ccocveeveieeeiiiine e 5,607 88 0 5,695 7 18
Contracts for differences .........ccveeiiiieiiiieieiee e 0 2 0 2 119 0
123,474 46,097 4,873 174,444 10,948 8,412
Credit derivative contracts:
Credit default SWaPS ......ceveeiiiiiie e 0 0 186,753 186,753 31 3
Total rate of return SWaps .........coceeriierieenieenccee e 0 0 50,888 50,888 1,620 0
0 0 237,641 237,641 1,651 3
Bond derivatives:
Bond swaps, agreements unlisted ..........cc.ccooveeiiieniiecniiiennens 46,716 1,338 23,703 71,757 3,339 483
Options - purchased agreements 161 204 13,843 14,208 6,197 0
Options - Sold agreEMENTS ........ccooveiriieriieiie e 161 204 13,843 14,208 0 6,569
47,038 1,746 51,389 100,173 9,536 7,052
DErVALIVES ..evisiessissie s s e s 2,056,042 940,449 2,322,177 5,318,668 68,229 65,993
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31.12.2006 Principal Book value
Over 3
months
Upto3 and up to Over 1
months ayear year Total Assets Liabilities
Currency and interests rate derivatives, agreements
unlisted:
Forward exchange rate agreements ..........coccceeeeviieeeeniiieeenennes 1,428,174 137,042 4,879 1,570,095 13,178 12,575
Interest rate and exchange rate agreements ............cccceeeveennne 117,595 364,708 1,942,931 2,425,234 37,976 30,529
Options - purchased agreements ............cceeeevceveeeeiieeenniineeenns 53,139 22,730 62,242 138,111 2,870 63
Options - SOld agreEMENTS ........ccovveiriieriienie e 48,438 24,876 40,738 114,052 93 2,452

1,647,346 549,356 2,050,790 4,247,492 54,117 45,619

Equity derivatives:

Equity swaps, agreements unlisted ............ccccceoviieiiiiiinennnnen. 35,888 9,076 4,886 49,850 8,430 3,369
Equity options, purchased unlisted agreements .............cc.c...... 4,308 0 2,700 7,008 90 73
Equity options, sold unlisted agreements ..........ccccccceeerviieennne 338 0 2,700 3,038 151 10
Futures, agreements listed ..........occovveeiiieeeriiie e 1,527 0 0 1,527 15 0
Contracts for differences ........cccveeviieeiiiiieie e 3,959 0 0 3,959 32 0
46,020 9,076 10,286 65,382 8,718 3,452

Credit derivative contracts:
Credit default SWaPS ......ceveeiiiiiieeiee e 4,257 0 212,928 217,185 36 8
Total rate of return SWaps .........coceeriierieenie e 0 0 45,999 45,999 0 1,733
4,257 0 258,927 263,184 36 1,741

Bond derivatives:

Bond swaps, agreements unlisted ............cccoccveeiiniiienniiieenines 22,360 2,939 25,471 50,770 2,307 102
Options - purchased agreements ...........ccoceeveeenieeneenieesineens 0 401 13,931 14,332 6,729 0
Options - Sold agreEMENts .........c..eeeviiereenieie e 0 401 13,931 14,332 0 6,717
22,360 3,741 53,333 79,434 9,036 6,819
DErVALIVES ..evirisessissie s s e e e 1,719,983 562,173 2,373,336 4,655,492 71,907 57,631

The objective of the above-mentioned agreements is to control currency and interest rate risk of the Bank. The credit risk is valued at ISK 36,626
million when calculating the capital ratio of the Bank at 31 March 2007 and ISK 30,575 million at 31 December 2006.

Off Balance Sheet information

Obligations
37. The Bank has granted its customers guarantees, overdraft permissions and loan commitments. These items are specified as follows:

31.3.2007 31.12.2006
GUATANTEES ...utueitiiiee st e e s e e e e e e e e e e et e ettt eeeeeeeeeetbae bbb s e e e s e e s e e e e e e e e eeeeeee e e e e e e e eesee s bas b bsss 4 e e 4o e e e e e e e e eeaeeeeeeeeseeeeeeebenbanbnnnnnnn 266,864 324,929

Credit default swaps, investment grade .. . 187,081 217,186
UNUSEA OVEIAFATLS ... ettt e et r e e r e esr e e e e eme e en e e e ebeenn e e e e nreene e 48,939 50,927
(o1 [ oto] 011011100 1CT o1 T PP OP ST PPPPPPII 299,243 317,689

The credit risk is valued at ISK 189 billion at the end of the period (31.12.2006: ISK 226 billion) for guarantees, credit default swaps, unused
overdrafts and loan commitments when calculating the capital ratio of the Bank.
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Additional information

Assets under management and under custody

38.

Assets under management and assets under custody are specified as follows: 31.3.2007 31.12.2006
ASSETS UNCET MANAGEIMENT ....iiiiieiiieiieiieeeeteeeeesteteeestaeeeetaeeeessaaeeesssteeessteeeaassaeeeasteeesanseeeeassseeeaassseeeanseneeenssenessnsseessssees 1,443,681 1,403,376
ASSETS UNAET CUSEOTY .....eveeieeieiee ettt ettt e ettt ettt e e ekttt oo ket e e sat b e e e eabb e e e 2k b e e e e ea s b e e e oo sb e e a2 e abe e e a4 eabe e e e embse e e e abbneeeannbeaeennbnaeaas 2,181,270 1,952,813

The Bank provides asset custody, asset management, investment management and advisory services to its clients. These services require the Bank
to make decisions on the treatment, acquisition or disposal of financial instruments. Assets in the Bank’s custody are not reported in its accounts.

Related parties

39.

The Bank has a related party relationship with its subsidiaries, associates, the Board of Directors of the parent company, the Managing Directors of
the Bank, the Managing Directors of the largest subsidiaries, close family members of individuals referred to above and entities with significant
influence as the largest shareholders of the Bank which are Exista and related companies (23.0%) and Kjalar Investmens hf. (9.7%). Information
regarding related parties are as follows:

Significant related companies:

Loans: 31.3.2007 31.12.2006
Balance at the beginning Of The YEAT ..........oi et e st e e e be e e e sanr e e e enteeas 109,556 36,888
F X [0 11T oL TS U TP UUPRTRRUPRPRIRt 71 91,274
(2T [0 01110 o SO P TT U U PR ROTRRTRT (5,096) (18,606)
Balance at the end Of the PEIIOM ...ttt e e skt e e e e s bt e e e e s abe e e e enbb e e e e nbnaeeesanreaeans 104,531 109,556

Lysing, which is a financial institution, supervised by FSA in Iceland, had ISK 38,717 million of the total loans to related parties at 31 March 2007
(31.12.2006: ISK 39,380 million).

The Bank has issued a contingent guarantee to a related party regarding exposure to a market price of equity shares with a maximum potential
exposure of EUR 300 million. At the end of the period the condition for the guarantee was not met. The related party has also issued a guarantee
to Kaupthing Bank for the same maximum potential amount.

The Bank has granted loans to the board members and its key management. The outstanding balance of loans to the board members,
management and close family members amounted to ISK 14,644 million at 31 March 2007 and ISK 17,716 million at 31 December 2006. The
terms and conditions are similar for the board members and key management as loans granted to other customers of the Bank. The
aforementioned amounts do not include loans related to the business activities of the board members and key management.

No unusual transactions took place with related parties in the first quarter of 2007.

Transactions with related parties have been conducted on arm's length basis.
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Maturity of assets and liabilities

40. The breakdown by contractual maturity of assets and liabilities.

On Upto3 3-12 1-5 Over 5
Assets demand months months years years Total
Cash and balances with central banks ...........cc.cccooceiiiiiiieinnne 133,901 0 0 0 0 133,901
Loans to credit iNStItULIONS .........ccvveeeiiiiiiiiiiiee e 56,682 301,268 25,414 41,100 27,895 452,359
LOANS tO CUSLOMENS ...ttt 235,189 437,773 354,237 795,091 736,831 2,559,121
Bonds and debt inStruments ..........cccceeeiiiiiiiiiieecee e 44,268 91,138 127,354 5,439 94,653 362,852
Shares and equity INStIUMENTS .........coooviiiiiiiiieeee e 96,570 73,814 0 152 0 170,536
DEMVALIVES ..ottt ettt e e e e e e e e e e 40 18,184 14,003 24,937 1,656 58,820
Derivatives used for hedging 0 1,311 218 2,165 5,715 9,409

Securities used for NEAgiNG ........ccoccvvieiiiiieiiee e 234,986

0 0 0 0 234,986
INVESEMENLS iN ASSOCIALES ....eveuivieiiiiieeiiee e 0 0 0 0 5,369 5,369
Intangible assets .............. 0 0 0 0 63,952 63,952
Investment property 0 0 0 0 30,625 30,625
Property and eqUIPMENT .........coouiiiiiiiiee e 0 0 0 0 29,127 29,127
Tax assets ......cccocveereeennnn. 0 0 1,987 5,058 0 7,045
Other assets 45,641 0 34,642 0 0 80,283
Total AsSets 31.3.2007 .....ccceeverrnersnensssresseessessssnsssessssessnns 847,277 923,488 557,855 873,942 995,823 4,198,385
Total AsSEtS 31.12.2006 ......cceereueriiieriiianiieeniieeieeaieeereeseeee e 693,178 900,669 394,934 1,033,881 1,032,734 4,055,396
Liabilities
Due to credit institutions and central banks 12,290 87,138 18,498 0 1,945 119,871
DBPOSIES ...ttt 242,808 309,504 272,118 53,486 14,254 892,170
Financial liabilities measured at fair value ...........ccccoocveeeiiieeenne 3,706 19,213 14,645 24,850 17,001 79,415
Borrowings ............... 1,797 538,027 342,990 1,286,249 266,038 2,435,101
Subordinated loans 0 0 142 20,479 198,235 218,856
TaX lADINTIES ...coeveeieeeei e 0 0 11,942 11,830 0 23,772
Other liabilities .... 49,359 0 55,701 0 0 105,060
Total Liabilities 31.3.2007 .........cccerverrinnnsmrrssensnsensssesssmssnnes 309,960 953,882 716,036 1,396,894 497,473 3,874,245
Total Liabilities 31.12.2006 .........cccueeiiieniieaiiieeiiasieeeiee e sieaens 336,083 1,004,574 608,811 1,179,243 591,793 3,720,504
Assets - liabilities 31.3.2007 .........cccovvrmrrmenrersrmsmrsssessessesnens 537,317 (30,394) (158,181) (522,952) 498,350 324,140
Assets - liabilities 31.12.2006 .........ccceceeeiieiiiieiiieeiee e 357,095 (103,905) (213,877) (145,362) 440,941 334,892

Events after the Balance Sheet date

41. Kaupthing Bank completed the sale of wholly-owned subsidiary, Eik Fasteignafélag hf., at the beginning of April 2007. The sale of the subsidiary
resulted in a profit before income tax of approximately ISK 4,000 million, which will be booked in the second quarter of 2007.
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