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Consolidated Key Figures

Operations 2005 2004 2005 2005 2004 2004 2004 2004

Q1 - Q2 Q1 - Q2 Change Q2 Q1 Q4 Q3 Q2 Q1
Interest revenues 26,770 15,201 76% 14,309 12,461 10,879 8,172 8,534 6,668
Interest expenses 17,351 8,976 93% 9,180 8,172 6,268 4,273 5,264 3,712
Net interest revenues 9,419 6,225 51% 5,129 4,289 4,611 3,898 3,269 2,956

Fee and commission income 8,345 4,535 84% 4,864 3,481 3,191 2,509 2,080 2,455
Fee and commission expenses 764 597 28% 403 361 382 365 301 296
Net fee and commission income 7,581 3,937 93% 4,461 3,120 2,809 2,144 1,779 2,159

Dividend income 721 441 64% 616 105 11 1 98 343 
Net gain on financial assets and liabilities held for trading 1,815 2,363 -23% (163) 1,978 (41) 1,794 806 1,557 
Net gain on financial assets designated at FV through P/L 3,493 2,445 43% 1,003 2,490 (2,220) 4,693 200 2,245 
Fair value adjustments in hedge accounting 135 0 0% (81) 216 0 0 0 0 
Foreign exchange gain (64) 131 -149% (161) 97 122 111 59 72 
Share of profit of associates 759 30 2415% 275 484 (79) 41 17 13 
Net gain on sale of disposal groups held for sale 817 0 817 0 0 0 0 0 
Other operating revenues 7,677 5,410 42% 2,307 5,370 (2,207) 6,639 1,179 4,231 

Operating revenues 24,677 15,572 58% 11,898 12,779 5,213 12,682 6,227 9,346 

Salaries and related expenses 5,469 3,378 62% 3,114 2,355 2,112 2,304 1,735 1,643 
Administrative expenses 3,447 2,954 17% 1,764 1,683 1,749 1,963 1,342 1,612 
Operating expenses 8,916 6,331 41% 4,879 4,037 3,862 4,267 3,076 3,255 

Impairment on loans and advances during the period 2,704 1,969 37% 1,359 1,345 1,223 1,293 978 991 
Profit before income tax 13,056 7,272 80% 5,660 7,396 128 7,121 2,172 5,100 

Income tax 1,953 1,294 51% 602 1,351 (829) 1,333 361 934 
Net profit 11,103 5,978 86% 5,058 6,045 957 5,788 1,812 4,167 

Attributable to:
Shareholders of Landsbanki Islands hf. 11,011 5,924 86% 5,000 6,011 905 5,746 1,785 4,139
Minority interests 92 54 69% 58 34 53 42 27 27

Balance Sheet
30.6.2005 1.1.2005 Change 31.3.2005 Change

Cash and cash balances with Central Bank 8,211 18,237 -55% 14,136 -42%
Loans and advances 828,342 614,274 35% 687,883 20%
Trading assets 119,208 64,730 84% 82,630 44%
Other assets 66,311 39,900 66% 65,993 0%
Total assets 1,022,072 737,141 39% 850,642 20%

Deposits 355,410 279,206 27% 298,063 19%
Funding 521,870 375,084 39% 417,947 25%
Subordinated loans 49,394 22,570 119% 49,327 0%
Other items 34,378 21,572 59% 30,241 14%
Equity 58,954 37,705 56% 53,988 9%
Minority interests 2,066 1,004 106% 1,076 92%
Total liabilities and equity 1,022,072 737,141 39% 850,642 20%

Key ratios 2005 2004 2004 2003 2002 2001
Q1 - Q2 Q1 - Q2

Return on equity before taxes 67.4% 68.1% 57.2% 20.9% 17.0% 13.9%
Return on equity after taxes 56.2% 54.0% 49.5% 17.6% 13.5% 13.1%
Tier 1 ratio 9.0% 7.7% 7.8% 6.9% 7.7% 7.5%
Equity ratio 12.7% 10.1% 10.4% 9.9% 10.6% 10.4%
Cost-income ratio 36.1% 40.3% 43.2% 57.0% 61.1% 66.2%
Operating expenses as a ratio of average capital position 2.0% 2.6% 2.5% 3.0% 3.1% 3.2%
Interest spread as a ratio of average capital position 2.1% 2.6% 2.6% 2.6% 2.8% 3.5%
Ratio of provision to lending position at period-end 0.65% 0.92% 0.73% 1.47% 1.33% 1.17%
Share price at period-end 17.00 8.20 12.10 5.80 3.65 3.39
Share price increase adjusted for dividend payments 42.1% 43.1% 110.3% 61.6% 10.6% 0.1%
Number of positions at period-end 1,294 1,062 1,121 1,025 986 997
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Report of the Board of Directors and Group Managing Directors & CEOs 
 
The Condensed Consolidated Interim Financial Statements for the first six months of 2005 comprise the Consolidated Financial 
Statements of the Landsbanki Íslands hf. and its subsidiaries.  The Condensed Consolidated Interim Financial Statements are 
prepared in accordance with International Financial Reporting Standards (IFRS).  The effect on shareholder’s equity as a result 
from adoption of IFRS is a decrease of ISK 311 million.  Further disclosures of the effect of IFRS transition are in the notes. 
 
In February Landsbanki group made an offer for Teather & Greenwood Holdings plc and had bought a 100% share in the 
company in May.  
 
In March 2005 the nominal share capital was increased by ISK 800 million, leaving total nominal share capital at ISK 8,900 at 30 
June 2005.  The share price in the Issue was 14.25. 
 
At 30 June 2005, shareholders in Landsbanki numbered 12,445.  Samson eignarhaldsfélag ehf. is the only shareholder with a 
stake over 10%, namely a 44.79% stake.   
 
According to the income statement, the Group's after tax profit for the first six months amounted to ISK 11,103 million.  The 
Landsbanki Group's equity at period-end totalled ISK 61,020 million.  The capital adequacy ratio (CAD) of the Group was 12.7%.  
Total assets of the Group were ISK 1,022,072 million at the end of June 2005.  
 
The Board of Directors of the Bank and the Group Managing Directors & CEOs hereby confirm the Consolidated Interim 
Financial Statements of Landsbanki Íslands hf. for the six months of 2005 with their signatures. 
 
 

Reykjavík, 28 July 2005 
 
 

Board of Directors 
 

 
Björgólfur Guðmundsson 

 
 
 

                     Kjartan Gunnarsson                   Andri Sveinsson 
 
 
 

           Guðbjörg Matthíasdóttir                     Þorgeir Baldursson 
 
 
 
 

Group Managing Directors and Chief Executive Officers 
 
 
 

                     Halldór J. Kristjánsson                           Sigurjón Þ. Árnason 
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Auditor´s Report 
 
To the Board of Directors and Shareholders of Landsbanki Íslands hf. 
 
We have audited the Interim Balance sheet of Landsbanki Íslands hf. as of 30 June 2005, the related Interim Statements of 
Income, Changes in Shareholders' Equity, Cash Flows and the accompanying Notes for the six months then ended.  The 
subsidiaries of the Landsbanki Íslands hf. have not been audited for the above period.  These Interim Statements have been 
prepared in accordance with International Financial Reporting Standards.  These Consolidated Interim Financial Statements are 
the responsibility of the Bank's management. Our responsibility is to issue a report on these Consolidated Interim Financial 
Statements based on our review. 
 
We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan and 
perform the audit to obtain reasonable assurance that the Interim accounts are free of material misstatement. An audit includes, 
based on our assessment of materiality and risk, an analytical review and an examination, on a test basis, of evidence supporting 
the amounts and disclosures in the Interim accounts. The audit also includes assessing the accounting principles used and 
significant estimates made by Management, as well as evaluating the overall Interim accounts presentation.  We believe that our 
audit provides a reasonable basis for our opinion. 
 
In our opinion the Interim accounts present fairly the financial position as of 30 June 2005, the related Interim Statements of 
Income, Changes in Shareholders' Equity, Cash Flows and the accompanying Notes for the six months then ended in 
accordance with International Accounting Standard 34 "Interim financial Reporting" except for any effect it might have that the 
Interim accounts of the bank’s subsidiaries have not been audit for the period referred to. 
 
 

Reykjavík, 1 September 2005 
 

 
PricewaterhouseCoopers hf.           
 

 

Hjalti Schiöth            
 

              
Vignir Rafn Gíslason 
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Consolidated Income Statement 1st January - 30th June 2005

2005 2004 2005 2004

Notes Q2 Q2 Q1 - Q2 Q1 - Q2

Interest revenues 14,309 8,534 26,770 15,201
Interest expenses 9,180 5,264 17,351 8,976

Net interest revenues 5,129 3,269 9,419 6,225

Fee and commission income 4,864 2,080 8,345 4,535
Fee and commission expense 403 301 764 597

8 Net fee and commission income 4,461 1,779 7,581 3,937

Dividend income 616 98 721 441
Net gain on financial assets and financial liabilities held for trading (163) 806 1,815 2,363
Net gain on financial assets designated at fair value through profit and loss 1,003 200 3,493 2,445
Fair value adjustments in hedge accounting (81) 0 135 0
Foreign exchange difference (161) 59 (64) 131
Share of profit of associates 275 17 759 30
Net gain on sale of disposal groups held for sale 817 0 817 0
Net operating revenues 11,898 6,227 24,677 15,572

Salaries and related expenses 3,114 1,735 5,469 3,378
Administrative expenses 1,764 1,342 3,447 2,954

Operating expenses 4,879 3,076 8,916 6,331

9 Impairment on loans and advances and assets held for sale 1,359 978 2,704 1,969

Profit before income tax 5,660 2,172 13,056 7,272

Income tax 602 361 1,953 1,294

Net profit 5,058 1,812 11,103 5,978

Attributable to:
Shareholders of Landsbanki Islands hf. 5,000 1,785 11,011 5,924
Minority interest 58 27 92 54

Earnings Per Share:
Earnings Per Share 0.58 0.21 1.33 0.76
Diluted earnings per share 0.56 0.21 1.29 0.75

Landsbanki Consolidated Interim Financial Statements 30 June 2005 ISK Million
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Consolidated Balance Sheet as at 30 June 2005

Notes 30.6.2005 1.1.2005

Assets

Cash and cash balances with Central Bank 8,211 18,237
10 Loans and advances 828,342 614,274
11 Trading assets 119,208 64,730

Financial assets designated at fair value through profit and loss 16,080 12,817
13 Derivatives held for hedging 6,055 4,930

Investment in Associates 3,696 3,792
Property and equipment 4,497 4,146

14 Intangible assets 7,035 1,585
15 Non-current assets and disposal groups classified as held for sale 12,508 9,962
16 Other assets 16,440 2,668

Total assets 1,022,072 737,141

Liabilities

Deposits from credit institutions 92,755 61,236
17 Deposits from customers 262,655 217,970
18 Borrowing 521,870 375,084
19 Subordinated loans 49,394 22,570
12 Trading liabilities 10,089 8,077
13 Derivatives held for hedging 1,642 1,582

Tax liabilities 3,726 1,674
Liabilities included in disposal groups classified as held for sale 2,036 4,204
Other liabilities 16,885 6,035

Total liabilities 961,052 698,432

Equity
Share Capital 8,664 7,954
Share Premium 16,808 7,557
Reserves 1,834 (20)
Retained earnings 31,648 22,214

58,954 37,705
Minority interest 2,066 1,004

20 Total equity 61,020 38,709

Total liabilities and Equity 1,022,072 737,141

21-24 Other information

Landsbanki Consolidated Interim Financial Statements 30 June 2005 ISK Million
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Consolidated Equity Statement

Share Additionally Statutory Retained Minority 

capital paid in capital Account Translation Fair value earnings Interest Total

Equity 1 January 2004 7,500 4,355 268 0 0 10,259 0 22,382

Changes due to conversion to IFRS 0 862 862

Equity 1 January 2004 - adjusted 7,500 4,355 268 0 0 10,259 862 23,244

Capital increase 600 3,960 4,560

Dividends paid (721) (721)

Net profit January - June 2004 6,035 6,035
Changes due to conversion to IFRS 2 (112) 35 (75)

Equity 30 June 2004 - adjusted 8,100 8,315 268 2 0 15,461 897 33,042

Equity 31 December 2004 7,975 7,526 268 0 0 22,247 0 38,016

Changes due to conversion to IFRS (20) (135) 1,004 849

Equity 31 December 2004 - adjusted 7,975 7,526 268 (20) 0 22,112 1,004 38,865

Changes due to conversion to IFRS (21) (237) 103 (156)

Equity 1 January 2005 7,954 7,288 268 (20) 0 22,214 1,004 38,709

Capital increase 800 10,600 11,400

Purchases and sales of treasury shares (90) (1,349) (1,439)

Dividends paid (1,577) (1,577)

Translation differences (10) (10)
Fair value adjustment of investment 
properties, included in disposal groups 1,864 970 2,834

Net profit January - June 2005 11,011 92 11,103

Equity 30 June 2005 8,664 16,540 268 (30) 1,864 31,648 2,066 61,020

Consolidated Statement of Cash Flow

2005 2004

Q1 - Q2 Q1 - Q2

Cash flows from operating activities (173,487) (51,249)

Cash flows from investing activities (2,198) (795)

Cash flows from financing activities 192,204 59,567

Net Increase (decrease) in cash and cash equivalents 16,520 7,524

Cash and cash equivalents at beginning of year 25,630 22,369

Cash and cash equivalents at period-end 42,150 29,893

Attributable to equity holders of the Company

ReservesShare Premium

Landsbanki Consolidated Interim Financial Statements 30 June 2005 ISK Million
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Notes to the Consolidated Interim Financial Statements

1 General information

2 Summary of significant accounting policies

2.1 Basis of preparation

2.2 Consolidation
(a) Subsidiaries

Landsbanki Holdings (UK) plc 100%
-  Heritable Bank Ltd 100%
-  Teather & Greenwood Holdings plc 100%
Landsbanki Luxembourg S.A. 100%
Landsvaki hf. 100%
Landsbankinn eignarhaldsfélag ehf. 100%
Landsbankinn -  Fjárfesting hf. 100%
Landsbankinn fasteignafélag ehf. 100%
Hömlur hf. 100%
Stofnlánadeild Samvinnufélaga 100%
Verðbréfun hf. 100%
SP – Fjármögnun hf. 51%

Subsidiaries are all entities over which the Group has the power generally accompanying a shareholding of more than one-half of the voting
rights to govern financial and operating policies. The existence and effect of potential voting rights that are currently exercisable or convertible
are considered when assessing whether the Group controls another entity. Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that control ceases. On the date of reporting, the Bank’s subsidiaries were
comprised of the following:

The purchase method  is used to account for the investment in subsidiaries by the Group. The acquisition price is measured as the fair value of 
its stated assets, equity instruments issued and liabilities incurred or assumed at the transaction date, plus costs directly attributable to the
acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured at their fair
values on the acquisition date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair value of the
Group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net
assets of the subsidiary acquired, the difference is recognised directly in the income statement.

Landsbanki Íslands hf. (the Group) is a universal bank, providing retail, corporate and investment banking services. The Group operates
subsidiaries in three countries and has  1,294 employees at period-end. 

The Group’s parent company is Landsbanki Íslands hf. (the Bank), which is a limited-liability company incorporated and domiciled in Iceland.
The Bank was established in 1885 and remained state-owned until 1998 when the State decided to privatise the Bank through a public offering.
Today, the Bank’s shares are listed on the Main List of the Iceland Stock Exchange (ICEX).

These condensed consolidated interim financial statements were approved for issue by the Board of Directors on 28 July 2005.

The principal accounting policies applied in preparing these condensed consolidated interim financial statements are set out below. These
policies have been consistently applied to all the periods presented, unless otherwise stated.

These condensed consolidated interim financial statements of Landsbanki Íslands hf. cover the six months from 1 January to 30 June 2005.
They have been prepared in accordance with IAS 34, Interim Financial Reporting and are covered by IFRS 1, First-time Adoption of IFRS. The
Bank’s consolidated annual financial statements for 2005 will be prepared in accordance with those IFRS standards and these interim financial
statements cover a part of this accounting period. Condensed interim financial statements such as these do not include information as
extensive as annual financial statements compiled in accordance with IFRS. The consolidated interim financial statements reflect the IFRS and
interpretations issued and effective in July 2005. Other and different IFRS may be applicable at the end of this year, when the first annual
financial statements will be compiled in accordance with these standards.

The accounting policies prescribed by IFRS and followed in preparing the consolidated interim financial statements have been consistently
applied retroactively to the comparison period of 2004, except where the Group has made use of special exemptions available under IFRS 1.
The most important exemption which has been used is in connection with classification and measurement of financial instruments as provided
for in standards 32 and 39 (IAS 32 and IAS 39). The Group will adopt these standards from 1 January 2005 and will not apply them
retroactively.
Until 31 December 2004, Landsbanki's consolidated financial statements were prepared in accordance with Generally Accepted Accounting
Principles for financial institutions in Iceland (GAAP). The former accounting policies differ in some aspects from IFRS. The comparative
figures for 2004 were restated to accord with the latter, except where otherwise expressly stated.
Reconciliations and descriptions of the effect of the transition to IFRS on the Group’s equity and its net income and cash flows are provided in
Note 4.
These consolidated interim financial statements have been prepared under the historical cost convention, having regard to the revaluation of
financial assets and financial liabilities (including derivative instruments) at fair value in profit or loss.
The preparation of financial statements in accordance with IAS 34 requires the use of certain accounting estimates. It also requires
management to exercise judgement in the process of applying various accounting policies. Accounting assumptions and estimates of major
significance are disclosed in particular in Note 3.

Landsbanki Consolidated Interim Financial Statements 30 June 2005 ISK Million
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Notes to the Consolidated Interim Financial Statements

(b) Associates

2.3 Segment reporting

2.4 Foreign currency translation
(a) Functional and presentation currency

(b) Transactions and balances

(c) Group companies

2.5 Derivative financial instruments and hedge accounting

The results and financial position of Group companies that have a functional currency different from the presentation currency are translated
into the presentation currency as follows:

(i) the assets and liabilities of each balance sheet are translated at the closing rate at the end of the period;
(ii) items of each income statement are translated at the average exchange rate for the period;
(iii) all resulting exchange differences are recognised as a separate component of equity.
 
Exchange differences arising from the translation of the net investment in foreign entities, and of borrowings and other currency instruments
designated as hedges on such investments, are taken to shareholders’ equity. When a foreign company is sold, such exchange differences
are recognised in the income statement as part of the gain or loss on the sale.

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are subsequently remeasured at
their current fair value. Fair values are based on quoted market prices in active markets, including recent market transactions, and valuation
techniques, including discounted cash flow models and options pricing models, as appropriate. All derivatives are carried as assets when fair
value is positive and as liabilities when fair value is negative.

The best evidence of the fair value of a derivative at initial recognition is the transaction price (i.e. the fair value of the consideration given or
received) unless the fair value of that instrument is based on comparison with comparable transactions in similar instruments. Fair value can
also be based or founded on the basis of pricing models.

The method of recognising the resulting fair value gain or loss depends on whether the derivative is designated as a hedging instrument, and if
so, the nature of the item being hedged. The Group designates certain derivatives as hedges of the fair value of assets or liabilities (fair value
hedge). Hedge accounting is used for derivatives designated in this way provided certain criteria are met.

The Group documents, at the inception of the transaction, the relationship between hedging instruments and hedged items, as well as its risk
management objective and strategy for undertaking various hedge transactions. The relationship is documented and an assessment made,
both at hedge inception and at each reporting period, of whether the derivatives used in hedging transactions are highly effective in offsetting
changes in fair values of hedged items.

Derivatives embedded in other financial instruments are treated as separate derivatives when their economic characteristics and risks are not
closely related to those of the host contract and the host contract is not carried at fair value on the income statement. These embedded
derivatives are measured at fair value with changes in fair value recognised in the income statement.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income statement, and its share of movements of
reserves is recognised in reserves under equity. The cumulative post-acquisition movements are adjusted against the carrying amount of the
investment. When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in the associates.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred. Accounting policies
of associates have been changed where necessary to ensure consistency with the policies adopted by the Group.

A business segment is a part of the Group’s assets and operations which is subject to risks and returns differing from those of other business
segments. A geographical segment is a part of the assets and operations within a specific economic environment that are subject to risks and
returns that are different from those of segments operating in other economic environments.

Items included in the financial statements of the Group’s individual entities are measured using the currency of the economic environment in
which the entity operates (the functional currency). The consolidated financial statements are presented in millions of Icelandic kronas (ISK),
which is the Company’s functional and presentation currency.

Foreign currency transactions are translated into the functional currency using the exchange rates of the date of the transaction. Foreign
exchange gains and losses resulting from the settlement of such transactions, and the translation at end-of period exchange rates of monetary
assets and liabilities denominated in foreign currencies, are recognised in the income statement, except when deferred in equity as qualifying
net investment hedges. Translation differences on non-monetary items, such as equities held at fair value in the income statement, are
reported as part of these income statement movements. 

Associates are all entities over which the Group has significant influence but not control, generally accompanying a shareholding of between
20% and 50% of the share capital conferring voting rights. Investments in associates are accounted for by the equity method of accounting and 
are initially recognised at cost. The Group’s investment in associates includes goodwill (net of any accumulated impairment loss) identified on
acquisition.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated in the consolidated
accounts. Unrealised losses are also eliminated unless the transaction provides evidence of impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Group.

Landsbanki Consolidated Interim Financial Statements 30 June 2005 ISK Million
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Notes to the Consolidated Interim Financial Statements

(a) Fair value hedge

(b) Net investment hedge

(c) Derivatives that do not qualify for hedge accounting 

2.6 Interest income and expense

2.7 Fee and commission income

2.8 Financial assets

(a) Trading assets

(b) Financial assets designated at fair value through profit or loss at inception 

(c) Loans and advances

Purchases and sales of trading assets and financial assets designated at fair value through profit or loss are recorded on the date on which the
Group commits to purchase or sell the asset. Loans are recognised when the funds related to the loan are disbursed to the borrowers. All
financial assets are initially recorded at fair value plus transaction costs. Transaction costs are, however, not included in the initial cost of
trading assets and financial assets designated at fair value through profit or loss. Financial assets are derecognised when they have been
transferred to another party, for instance when the rights to receive cash flows from the financial assets have expired or where the Group has
transferred substantially all risks and rewards of ownership

According to IAS 39, management may classify financial assets in this category when initially recognised. Such financial assets are reported
on the balance sheet at current fair value and changes recognised in the income statement. The classification of financial assets placed in this
category cannot be changed after their original classification.

Fees and commissions are generally recognised on an accrual basis when the service has been provided. Loan commitment fees for loans are
generally deferred (together with related direct costs) and recognised as an adjustment to the effective interest rate on the loan. Commission
and fees arising from negotiating, or participating in the negotiation of, a transaction for a third party – such as arrangement of transactions
with equities or other securities or the purchase or sale of businesses – are recognised on completion of the underlying transaction. Portfolio
and other management advisory and service fees are recognised based on the applicable service contracts, usually on a time-apportionate
basis. Asset management fees related to investment funds are recognised rateably over the period the service is provided. The same
principle for income reporting is applied for other custody services that are continuously provided over an extended period of time.

The Group classifies its financial assets in the following categories: trading assets, financial assets designated at fair value through profit or
loss at inception and loans and advances. Management determines the classification of its investments at initial recognition.

A financial asset is classified in this category if it is primarily held for the purpose of selling in the short term. Derivatives are also classified as
current assets unless designated as hedges.

Loans and advances are financial assets with defined payments that are not quoted in an active market. They arise when the Group provides
funds directly to a debtor with no intention of trading the receivable.

Any gain or loss on a hedging instrument relating to the effective portion of a hedge of net investments in foreign operations is recognised in
equity as translation reserve; the gain or loss relating to the ineffective portion is recognised immediately in the income statement. Gains and
losses on net investments accumulated in equity are included in the income statement when the foreign operation is disposed of.

Derivative financial instruments which do not qualify for hedge accounting are recognised on the balance sheet as trading assets or trading
liabilities.  Changes in their fair value are recognised immediately in the income statement.

Interest income and expense are recognised in the income statement using the effective interest method for all instruments measured at
amortised cost.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
flows or receipts through the expected life of the financial instrument or, when appropriate, a shorter period, making it equivalent to the net
carrying amount of the financial asset or financial liability in the income statement. When calculating the effective interest rate, the Group
estimates cash flows, considering all contractual terms of the financial instrument, but does not consider future credit losses. The calculation
generally includes all fees and amounts paid or received between parties to the contract that are an integral part of the effective interest rate,
as well as transaction costs and all other premiums or discounts.    

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment loss, interest income is
recognised at the rate of interest used to discount the impairment loss. Interest income on financial assets which have been written down as a
result of impairment is calculated based on the net amount of the financial asset taking the write-down into consideration.

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the income statement, together
with any changes in the fair value of the hedged asset or liability that are attributable to the hedged risk.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of a hedged item for which the effective
interest method is used is amortised to profit or loss over the period to maturity. The adjustment to the carrying amount of a hedged equity
security remains in retained earnings until the disposal of the equity security.

Landsbanki Consolidated Interim Financial Statements 30 June 2005 ISK Million
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Notes to the Consolidated Interim Financial Statements

2.9 Offsetting financial instruments

2.10 Sale and repurchase agreements

2.11 Impairment of loans and advances

If there is objective evidence that an impairment loss on loans and receivables has been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount the asset’s recoverable value. The recoverable value is the present value of estimated future
cash flows (excluding future credit losses that have not been incurred), discounted at the financial asset’s original effective interest rate. The
carrying amount of the asset is reduced by the amount of impairment through the use of an allowance account and the amount of the loss is
recognised in the income statement. In the case of a loan at variable interest rates, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract.

For impairment calculation of the present value of the estimated future cash flows of a collateralised financial asset, regard is had for estimated
sale or redemption value of the collateral less costs for obtaining and selling the collateral. Such calculation is made on the basis of objective
assessment of loss, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, loans are grouped on the basis of similar credit risk characteristics (i.e. on the basis
of the Group’s grading process that considers asset type, industry, geographical location, collateral type, past-due status and other relevant
factors). Such classification, based on credit risk, gives a good indication of the impairment of a group of assets.

Repurchase agreements (repos) are financial instruments providing for the sale of securities under agreement to repurchase the same
securities at a predetermined price. Control of the securities remains in the hands of the Group during their entire transaction period and the
securities remain on its balance sheet as trading assets or as financial assets designated at fair value through profit or loss, as appropriate.
When such securities are sold is the profit is reported as borrowing or as deposits from credit institutions or others, as appropriate.

Securities borrowed are not recorded in the financial statements, unless these are sold to third parties, in which case the purchase and sale
are included with fees and commissions. The obligation to return them is recorded at fair value as a trading liability.

At each balance sheet date, the Group assesses whether there is objective evidence that a loan or loan portfolio is impaired. A loan or loan
portfolio is impaired and impairment losses are incurred if, and only if, there is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the asset and that loss event (or events) has an impact on the estimated future cash flows of
the loan or group of loans that can be reliably estimated. Objective evidence of impairment includes observable data about the following loss
events:

(i) significant financial difficulty of the borrower;

(ii) a breach of contract, such as a default on instalments or on  interest or principal payments;

(iii) the Group granting to the borrower, for economic or legal reasons relating to the borrower’s financial difficulty, a refinancing concession,
that the lender would not otherwise consider;

(iv) it becomes probable that the borrower will enter bankruptcy or undergo other financial reorganisation;

(v) the disappearance of an active market for that financial asset because of financial difficulties; or

(vi) observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of loans since the initial
recognition of those assets, even if the decrease cannot yet be identified with the individual financial assets in the group, including:
– adverse changes in the payment status of borrowers in the group; or
– general national or local economic conditions connected with the assets in the group.

The Group defines loans that are individually significant and assesses first whether objective evidence of their impairment exists, and
individually or collectively for financial assets that have not been defined as individually significant. If the Group determines that no objective
evidence of impairment exists for significant loans, it includes the loan in a group of loans with similar credit risk characteristics and collectively
assesses them for impairment. Individual assets for which an impairment loss is recognised are not included in a collective assessment of
impairment.

Financial assets designated at fair value through profit or loss and trading assets are subsequently carried at fair value. Loans and receivables
are carried at cost using the effective interest method. Gains and losses arising from changes in the fair value of the financial assets at fair
value on the income statement and current assets are included in the income statement in the period in which they arise.  
The fair values of quoted investments in active markets are based on current bid prices. If the market for a financial asset is not active (and for
unlisted securities), the Group establishes fair value by using recognised valuation techniques. These include the use of recent arm’s length
transactions, references to other materially equivalent instruments, discounted cash flow analysis and option pricing models and other
valuation techniques commonly used by market participants.

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legal enforceable right to offset the
recognised amounts and there is an intention to settle on a net basis.
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Notes to the Consolidated Interim Financial Statements

2.12 Intangible assets

(a) Goodwill

(b) Computer software

2.13 Property, plant and equipment (PPE)

Buildings 25-100 years,
Computer equipment 3-5 years,
Other chattels 3-8 years.

2.14 Non-current assets and disposal group classified as held for sale
Non-current assets held for sale are the Group’s appropriated assets which are in the process of being sold. This item includes also a disposal
group which is held for sale. Liabilities connected with the disposal group are recognised as a special liability on the balance sheet. The
presentation and measurement of these assets and liabilities are based on IFRS 5, Non-current assets held for sale and discontinued
operations. Items included under non-current assets held for sale are recognised at the lower of carrying amount or fair value less cost to sell,
taken into account the measurement requirement exception in IFRS 5.

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the
acquired subsidiary/associate on the date of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill on
acquisitions of associates is included in investments in associates. Goodwill is tested annually for impairment and carried at cost less
accumulated impairment losses. Gains and losses on the disposal of a subsidiary/associate include the carrying amount of goodwill relating to
the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and take into service the specific software.
These costs are amortised on the basis of their expected useful lives (three to five years).  

The Group assess at each reporting date whether there is any indication that an software asset may be impaired. If any such indication exists,
the Group estimates the recoverable amount of the asset. The recoverable amount is the higher of the asset’s fair value less costs to sell or its
value in use. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount.

Costs associated with developing or maintaining computer software programs are recognised when the expense is incurred.

Land and buildings consist of mainly the Bank’s branches and offices. All property, plant and equipment is stated at historical cost less
depreciation. Historical cost of PPE includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. All other repairs and maintenance are charged to the income
statement during the financial period in which they are incurred.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost to their residual values
over their estimated useful lives, as follows:

The assets’ residual values and useful lives are reviewed annually and adjusted if appropriate.

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may be lower than the estimated recoverable value. The recoverable amount is the higher of the asset’s fair value less costs to sell or
its value in use. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the sale price of an asset with its carrying amount. Gains and losses are included
in the income statement.

Future cash flows in a group of loans evaluated for impairment are estimated on the basis of the contractual cash flows of the assets in the
Group and historical loss experience for assets with similar credit risk characteristics. Historical loss experience is adjusted on the basis of
current observable data to reflect the effects of current conditions that did not affect the period on which the historical loss experience was
originally based and to remove the effects of previously existing loss factors which do not exist currently.

Estimates of changes in future cash flows for groups of assets should be consistent with changes in observable data from period to period (for
example, changes in property prices, payment status, or other factors indicative of changes in the probability of losses on the group and their
magnitude). The methodology and assumptions used for estimating future cash flows are reviewed regularly by the Group to minimise any
differences between loss estimates and actual losses.

When a loan is uncollectible, it is fully written off against the provision for loan impairment on the balance sheet. Loans are written off after all
the necessary procedures have been completed, as provided for in the Group’s rules, and the amount of the loss has been determined.
Subsequent recoveries of amounts previously written off decrease the amount of the provision for loan impairment in the income statement.

If the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the original impairment
was recognised, the previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal is
recognised in the income statement.
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Notes to the Consolidated Interim Financial Statements

2.15 Leases
(a) A Group company is the lessee

(b) A Group company is the lessor

2.16 Cash and cash equivalents

2.17 Provisions

2.18 Share-based compensation

2.19 Deferred income tax

2.20 Borrowings

2.21 Subordinated loans

2.22 Trading liabilities

Borrowings are recognised initially at fair value, being their issue proceeds net of transaction costs incurred. Borrowings are subsequently
stated at amortised cost using the effective interest method. 

The Group has borrowed funds by issuing bonds on subordinated terms. The bonds have the characteristics of equity in being subordinated to
other liabilities of the Group. In the calculation of the capital ratio, the bonds are included with equity, as shown in note 20. The loans are
entered as liabilities with accrued interest and indexation. Some of these loans are exchange rate linked.

Trading liabilities primarily consist of derivatives with negative fair values and delivery obligations for short sales of securities. Trading
liabilities are measured at fair value.

Gains and losses realised on disposal or redemption and unrealised gains and losses from changes in the fair value of trading liabilities are
reported as Net gain on financial assets and liabilities held for trading. Interest and dividend expense on trading liabilities are included in Net
interest income.

Deferred income tax arising from temporary differences in connection with investments in subsidiaries and associates is recognised in the
consolidated interim financial statements. This is not done, however, where the timing of the reversal of the temporary difference is controlled
by the Group and it is probable that the difference will not reverse in the foreseeable future.

Income tax payable on profits, based on the applicable tax law in each jurisdiction, is recognised as an expense in the period in which profits
arise. The tax effects of income tax losses available for carry forward are recognised as an asset when it is probable that future taxable profits
will be available against which these losses can be utilised.

In the cash flow statement, cash and cash equivalents are defined as cash and non-restricted balances with the Central Bank, amounts due
from other banks and treasury bills.

Provisions for restructuring cost and disputes are recognised in the consolidated interim financial statements when it is more likely than not
that an outflow of Group resources will be required to settle the obligation and the amount can be reliably estimate.

The Group has entered in to stock options contracts with its employees enabling them to acquire shares in the Bank. In all instances the
exercise price corresponds to the market value of the shares at grant date. The stock options were granted after 7 November 2002 and cost
related to the agreements is expensed during the vesting period based on the related terms. The agreements are cash settled and the
expenses recognised in the income statement and as a liability in the balance sheet.

Deferred income tax is recognised in full as a liability, on temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the consolidated interim financial statements. Deferred income tax is, however, not recognised if it arises from the original
recognition of an asset or liability in a transaction other than a merger of companies, which affects neither its accounting nor taxable profit or
loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

The leases entered into by the Group are primarily operating leases. The total payments made under operating leases are charged to the
income statement on a straight-line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, the total amount of the entire leasing contract until the end of the
period is expensed.

When assets are held subject to a finance lease, the present value of the lease payments is recognised as a receivable. The difference
between the gross receivable and the present value of the receivable is recognised as income due. Lease income is recognised over the term
of the lease using a method which reflects a constant periodic rate of return.

The principal temporary differences arise from revaluation of certain financial assets and liabilities, including derivative contracts and
depreciation of property, plant and equipment, Temporary differences also include tax losses carried forward and the difference between the
fair values of assets acquired and their tax base.

Deferred tax assets are recognised where it is probable that future taxable profit will be available against which the temporary differences can
be utilised.
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Notes to the Consolidated Interim Financial Statements

2.23 Share capital
(a) Share issue costs

(b) Dividends on ordinary shares

(c) Treasury shares

2.24 Fiduciary activities

3 Critical accounting estimates, and judgements in applying accounting policies

(a) Impairment losses on loans and advances

(b) Fair value of derivatives

(c) Securitisations and special purpose entities (SPEs)

4 Transition to International Financial Reporting Standards (IFRS)

4.1 Basis of the transition

4.1.1 Application of IFRS 1

4.1.2 Optional exemptions

(a) Business combinations exemption 

(b) Fair value as deemed cost exemption

(c) Exemption from restatement of comparatives for IAS 32 and IAS 39

The Group has decided to apply the following IFRS exemptions from full retroactive restatement and presentation of assets and liabilities. 

The Group has applied the business combinations exemption in IFRS 1. It has not restated business combinations that took place prior to the 1 
January 2004 transition date. 

The Group has elected to measure certain items of property, plant and equipment at fair value as of 1 January 2004.

The consolidated annual financial statements for 2005 will be the first financial statements compiled by Landsbanki Íslands hf. that comply with
International Financial Reporting Standards (IFRS). These consolidated interim financial statements have been prepared as described in Note
2.1. The Group has applied IFRS 1 First Time Adoption of International Financial Reporting Standards in compiling these consolidated interim
statements.

As the transition date for Landsbanki Íslands hf. is 1 January 2004, the Group’s IFRS opening balance sheet has been prepared as of that
date. The reporting date of these consolidated interim financial statements is 30 June 2005. The Group’s IFRS adoption date is 1 January
2005.

The Group must restate all its assets and liabilities retroactively in accordance with IFRS 1. The Group has decided to avail itself of the
exemptions provided for in IFRS 1, cf. Sections 4.1.2 and 4.1.3.

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical experience and other factors, including expectations of future events that 
are believed to be reasonable under the circumstances. The accounting estimated based on these assumptions will by definition seldom be
equivalent to the relevant real outcome. The discussion below examines estimates and assumptions which involve a substantial risk of causing
material correction to the carrying amounts of assets and liabilities within the next financial year.

The fair value of financial instruments not quoted in active markets are determined by various recognised valuation techniques When
valuation techniques (e.g. models) are used to determine fair value, they are validated and periodically reviewed by qualified personnel
independent of the area that created them. All models are certified before they are used, and calibrated to ensure that outputs reflect actual
data and comparative market prices. To the extent practicable, models use only observable data, however areas such as credit risk require
management to make estimates. Changes in assumptions about these factors could affect the reported fair value of financial instruments.

The Group sponsors the formation of special purpose entities (SPEs) primarily for the purpose of allowing clients to hold investments, for asset
securitisation, and for buying or selling credit protection. The Group does not consolidate SPEs that it does not control. Where it is difficult to
determine whether the Group does control an SPE, it makes an objective assessment about its exposure to risk and reward, as well as about
its ability to make operational decisions for the SPE in question. In many instances, elements are present that, considered in isolation, indicate
control or lack of control over an SPE, but when considered together make it difficult to reach a clear conclusion. In such cases, the SPE is
consolidated.

Where the Bank, or other member of the consolidated Group, purchases the Bank’s equity share capital, the consideration paid is deducted
from total shareholders’ equity as treasury shares until they are cancelled. Where such shares are subsequently sold or reissued, any
consideration received is included in shareholders’ equity.

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical experience and other factors, including expectations of future events that 
are believed to be reasonable under the circumstances. The accounting estimated based on these assumptions will by definition seldom be
equivalent to the relevant real outcome. The discussion below examines estimates and assumptions which involve a substantial risk of causing
material correction to the carrying amounts of assets and liabilities within the next financial year.

The Group acts as custodian, holding or placing assets on behalf of individuals, institutions and pension funds. These include various mutual
funds managed by the Group. These assets and income arising thereon are excluded from these financial statements, as they do not belong
to the Group.

Costs directly attributable to the issue of new shares are shown in equity as a deduction from the proceeds.

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the Bank's shareholders.
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Notes to the Consolidated Interim Financial Statements

(d) Designation of financial assets and financial liabilities exemption 

4.1.3 Mandatory exceptions
The Group has applied the following exceptions:

(a) Derecognition of financial assets and liabilities exception  

(b) Hedge accounting exception

(c) Estimates exception

(d) Assets held for sale and discontinued operations exception

4.1.4 Reconciliations transition changes in equity

Summary of changes in equity to IFRS from previous GAAP:
Equity under previous GAAP 31.12.2004 38,016
Changes in presentation of minority interest IAS 1 1,004
Total equity, including minority interest 39,020
Total equity under IFRS 1.1.2005 38,709
Total changes in equity from previous GAAP (311)

Changes in equity 1.1.2004:
Equity under previous GAAP 1.1.2004 22,382
Changes in presentation of minority interest IAS 1 862
Total equity, including minority interest 23,244
Total equity under IFRS 1.1.2004 23,244
Total changes in equity 1.1.2004 0

Changes in equity during the year 2004:
Valuation changes:
Changes related to loan commitment fee IAS 18 (124)
Reversal of goodwill amortised IAS 36, IFRS 3 184
Impairment of software IAS 36, IAS 38 (130)
Impairment of equipment IAS 36, IAS 16 (45)
Expense due to share-based compensation IFRS 2 (94)
Exchange rate impact of foreign subsidiaries IAS 21 20
Recalculations of Tax liability IAS 12 54
Total valuation changes restated in income statement (135)
Exchange rate impact of foreign subsidiaries IAS 21 (20)
Total IFRS transition changes in equity 2004 (155)

Changes in equity 1.1.2005:
Changes in presentation of treasury shares IAS 32 (259)

Valuation changes:
Impairment of loans and advances IAS 39 150
Change in fair value of unlisted securities IAS 39 (206)
Value changes - Hedge accounting IAS 39 289
Changes in fair value due to trading derivatives IAS 39 (62)
Recalculation of Tax liability IAS 12 (68)
Total value changes in equity 1.1.2005 103

Total changes in equity from previous GAAP (311)

IFRS 5 is applied prospectively from 1 January 2005, i.e. assets held for sale and discontinued operations are recognised in accordance with
IFRS 5 only from 1 January 2005.

The Group applies previous GAAP rules to derivatives, financial assets and hedges for the 2004 comparative amounts. Adjustments required
for differences between GAAP and IAS 32/39 are recognised in equity as of 1 January 2005.

In accordance with IAS 32/39, various securities are reclassified as trading assets and financial assets designated at fair value through profit
and loss as of 1 January 2005.  The resulting changes in the presentation are shown especially in the summary in 4.1.8 of this section.

Financial assets and liabilities derecognised before 1 January 2004 are not re-recognised under IFRS. The application of the exemption from
restating comparatives for IAS 32 and IAS 39 means that the Group recognised from 1 January 2005 any financial assets and financial
liabilities derecognised since 1 January 2004 that do not meet the IAS 39 derecognition criteria. Management did not choose to apply the IAS
39 derecognition criteria prior to this date. 

Hedge accounting is applied from 1 January 2005 if the hedge relationship meets all the hedge accounting criteria set in IAS 39.

Estimates under IFRS as of 1 January 2004 must be consistent with estimates made for the same date under previous GAAP, unless there is
evidence that those estimates were in error.

The following tables show the effects of the change in measurement and presentation from previous GAAP to IFRS has had on the Group's
equity, income statement and balance sheet.  Changes to cash flows were negligible.
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Changes in presentation of minority interest 

Changes in presentation of treasury shares

Loan commitment fees on loans and advances and borrowings

Reversal of goodwill amortised

Impairment of intangible assets and equipment

Expense due to share-based compensation

Exchange rate impact of foreign subsidiaries

Impairment of loans and advances

Change in fair value of unlisted securities

Hedge accounting

Changes in fair value due to trading derivatives

The total change in equity as a result of transition to IFRS is a decrease of ISK 311 million. The Group’s equity in the opening IFRS balance
sheet is ISK 38,709 million as compared to ISK 39,020 million after the altered presentation of minority interest. The principal changes to the
Group’s income statement and balance sheet are explained below.

The transition to IAS 39 changes the method of impairment calculation on loans, with the application of new methods based on the present
value of future cash flows from loans, based on objective evidence and other historical data. This lowers provisions for credit losses by ISK
150 million, with a corresponding increase in equity.

Treasury shares, which were previously recognised as an asset in the trading book, are entered against equity in accordance with IAS 32. This
equity decrease amounts to ISK 259 million on 1 January 2005.

In accordance with IAS 18, Revenue, loan commitment fees are amortised through the effective interest rate over the life of the loan, while
under GAAP they were recognised at the time the loan was disbursed. This change results in a temporary decrease in income and for 2004
this income is ISK 124 million lower than according to previous accounting treatment.  This decrease has a corresponding impact on equity.

According to the provisions of IAS 36, an impairment test shall be carried out on intangible assets with a defined useful life and on property,
plant and equipment when there is indication that an impairment loss has been incurred. At year-end 2004, an impairment test was performed
on software and equipment which resulted in an impairment loss of ISK 175 million. This amount is recognised in the 2004 restated income
statement and reduces Group equity at year-end 2004 by this amount.

The cost of the share-based compensation contracts has been calculated according to IFRS and the 2004 cost, based on the underlying
contracts, has been recognised as an expense and liability in accordance with IFRS 2, Share-based compensation. The total cost for 2004 was
ISK 94 million, which decrease equity.

According to IFRS 3, Business Combinations, and IAS 36, Impairment of Assets, goodwill is not amortised systematically. Instead, goodwill is
assessed especially by means of an annual impairment test. As a result of this change, goodwill previously amortised and expensed in 2004
has been reversed, since the result of an impairment test on goodwill did not result in a decrease for impairment. The total impact of this is to
increase Group equity by ISK 184 million.

The group has applied hedge accounting, in accordance with IAS 39, as of 1 January 2005. All derivatives held for hedging are recognised at
fair value and the carrying value of hedged items is adjusted to take into account the designated risk being hedged in accordance with the
defined hedge relationship. Changes in valuation resulting from the application of hedge accounting have resulted in a increase in equity of
ISK 289 million.

In accordance with IAS 39, all derivative financial instruments are recognised at fair value. The total change in assessment as a result is to
decrease Group equity by ISK 62 million on 1 January 2005. Of this amount, the increase to trading assets is ISK 603 million and the increase
in trading liabilities is ISK 665 million.

In accordance with IAS 39, the Group will measure the fair value of unlisted securities. As a result, equity on 1 January 2005 will decrease by
ISK 206 million.

In accordance with IAS 21, The Effects of Changes in Foreign Exchanges Rates, all translation differences from investment in foreign
subsidiaries shall be recognised directly in shareholders’ equity as a separate reserve. Exchange rate adjustment of liabilities used to hedge
these investments are also recognised directly against shareholders’ equity. According to previous GAAP, both were recognised in the income
statement. Adjustments resulting from the difference in these methods reduces the 2004 outcome by ISK 20 million, with a corresponding
amount entered as a separate item against equity, translation reserve.  The net impact on equity as a result is nil.

The transition to IFRS will mean that minority interest in equity is presented as part of equity in accordance with IAS 1 Presentation of Financial
Statements Previously minority interest was presented as a separate item outside shareholders’ equity. The total amount of minority interest
is ISK 1,004 million at year-end 2004.  The change only affects the presentation, but not the valuation or measurement of equity.
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4.1.5 Change in Income Statement 2004 from previous GAAP to IFRS

Previous 
GAAP 

Change in 
valuation

Change in 
presentation IFRS

Net interest revenues 14,902 (124) (43) 14,734 Net interest revenues
Net profit from shareholdings 22 0 (22)
Commissions and fees 9,995 0 239 10,234 Commissions and fees
Commission expenses (1,344) 0 0 (1,344) Commission expenses
Trading gains 9,830 0 (9,830)

0 453 453 Dividend income

0
4,116 4,116

0
4,918 4,918

0 0 0 Fair value adjustments in hedge accounting
20 344 364 Foreign exchange difference
0 (8) (8) Share of profit of associates

Other revenues 194 0 (194)
Salaries and related expenses (7,700) (94) 0 (7,794) Salaries and related expenses
Administrative expenses (4,713) 0 (248) (4,961) Administrative expenses
Depreciation of fixed assets (1,715) 9 0 (1,706) Depreciation and amortisation
Other expenses (246) 0 246
Net provisions for credit losses (4,485) 0 0 (4,485)

Taxes (1,882) 54 30 (1,798) Income tax
Net profit 12,858 (135) 0 12,723 Net profit
Minority interests (149) (149) Minority interests
Net profit according to previous GAAP 12,709 12,574

Landsbanki Íslands

4.1.6 Change in Income Statement 2004 from previous GAAP to IFRS by quarters

2004 2004 2004 2004 2004
Q4 Q3 Q2 Q1

Net profit 12,574 905 5,746 1,785 4,139

Income Statement from previous GAAP 12,709 1,014 5,660 1,941 4,094
Reversal of goodwill amortised 184 73 37 37 37
Impairment of software and equipment (175) (175)
Expense due to share-based compensation (94) 0 (38) (34) (23)
Changes related to loan commitment fee (124) (66) 97 (197) 41
Exchange rate impact of foreign subsidiaries 20 16 6 1 (3)
Recalculation of Tax liability 54 43 (17) 35 (7)
Restated Income Statement 12,574 905 5,746 1,785 4,139

Net gain on financial assets and financial 
liabilities held for trading
Net gain on financial assets designated at fair
value through profit and loss

Impairment on loans and advances and 
assets held for sale

Net profit attributable to shareholders of
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4.1.7 Changes in equity 30.6.2004

Equity under previous GAAP 30.6.2004 32,256
Changes in presentation of minority interest 897
Total equity, including minority interest 33,152
Valuation changes:
Changes related to loan commitment fee (156)
Reversal of goodwill amortised 74
Expense due to share-based compensation (56)
Exchange rate impact of foreign subsidiaries (2)
Recalculation of Tax liability 28
Changes in equity through P/L 1.1.2005 - 30.6.2005 (112)
Exchange rate impact of foreign subsidiaries 2
Total equity under IFRS 30.6. 2004 33,042

4.1.8 Changes in Balance Sheet from previous GAAP to IFRS

Previous GAAP 31 December 2004 31.12.2004
Change in 

presentation
Change in 

valuation 2004

Change in 
valuation 
1.1.2005

IFRS 1 January 
2005

Cash and current account at Central Bank 13,432 4,805 0 0 18,237
Treasury bills 4,805 (4,805) 0 0
Financial institutions 73,435 (73,435) 0 0
Loans to customers 537,378 77,396 (554) 54 614,274 Loan and advances
Capital leases 11,641 (11,641) 0 0
Appropriated assets 782 (782) 0 0
Bonds and other fixed income securities 18,529 (18,529) 0 0
Equity and other variable income securities 52,970 (52,970) 0 0

0 64,594 (23) 159 64,730 Trading assets
0 12,817 0 0 12,817

0 4,930 0 0 4,930 Derivatives held for hedging
Shares in Associates 3,756 0 36 0 3,792 Investment in Associates

0 4,191 (45) 0 4,146 Property and equipment
Premises 2,710 (2,710) 0 0
Liquid assets 2,035 (2,035) 0 0
Goodwill 1,012 555 18 0 1,585 Intangible assets

0 9,866 0 96 9,962

Other assets 7,893 (5,226) 0 0 2,668 Other assets
Total assets 730,379 7,020 (567) 309 737,141

Financial institutions
63,476 (2,239) 0 0 61,236

Deposits from customers 217,970 0 0 0 217,970 Deposits from customers
Borrowing 372,424 2,880 (358) 138 375,084 Borrowing
Subordinated loans 22,552 18 0 0 22,570 Subordinated loans

0 8,077 0 0 8,077 Trading liabilities
0 1,582 0 0 1,582

Computed commitments 563 (563) 0 0
0 1,660 (54) 68 1,674 Tax liabilities
0 4,204 0 0 4,204

Other liabilities 14,387 (8,353) 0 0 6,035 Other liabilities
Minority interests 991 13 0 0 1,004 Minority interests
Equity 38,016 (259) (155) 103 37,705 Equity
Total liabilities 730,379 7,020 (567) 309 737,141

Deposits from credit 
institutions

Derivatives held for 
hedging

Liabilities included in 
disposal groups classified 
as held for sale

Cash and cash balances 
with Central Bank

Financial assets 
designated at fair value 
through profit and loss

Non-current assets and 
disposal groups classified 
as held for sale
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5 Income Statement by quarters
2005 2005 2004 2004 2004

Operations Q2 Q1 Q4 Q3 Q2

Interest revenues 14,309 12,461 10,879 8,172 8,534
Interest expenses 9,180 8,172 6,268 4,273 5,264
Net interest revenues 5,129 4,289 4,611 3,898 3,269

Fee and commission income 4,864 3,481 3,191 2,509 2,080
Fee and commission expense 403 361 382 365 301
Net fee and commission income 4,461 3,120 2,809 2,144 1,779

Dividend income 616 105 11 1 98
Net gain on financial assets and financial liabilities held for trading (163) 1,978 (41) 1,794 806
Net gain on financial assets designated at fair value through profit and loss 1,003 2,490 (2,220) 4,693 200
Fair value adjustments in hedge accounting (81) 216 0 0 0
Foreign exchange difference (161) 97 122 111 59
Share of profit of associates 275 484 (79) 41 17
Net gain on sale of disposal groups held for sale 817 0 0 0 0
Net operating revenues 11,898 12,779 5,213 12,682 6,227

Salaries and related expenses 3,114 2,355 2,112 2,304 1,735 
Administrative expenses 1,764 1,683 1,749 1,963 1,342 
Operating expenses 4,879 4,037 3,862 4,267 3,076

Impairment on loans and advances during the period 1,359 1,345 1,223 1,293 978 
Profit before taxes and minority interests 5,660 7,396 128 7,121 2,172

Income tax 602 1,351 (829) 1,333 361 
Net profit 5,058 6,045 957 5,788 1,812

Attributable to:
Shareholders of Landsbanki Islands hf. 5,000 6,011 905 5,746 1,785
Minority interest 58 34 53 42 27 

6 Business segments

The Group operates in three Business Segments:

As at 30 June 2005
Asset 

Management
Commercial

Banking
Securities and 

Treasury
Private 

Banking
Other 

operations Group

Net interest revenues 9,750 (953) 622 0 9,419
Net fee and commission income 2,466 4,194 921 0 7,581
Other revenues 283 7,309 85 0 7,677
Net operating revenues 12,499 10,550 1,628 0 24,677

Operating expenses 5,577 2,240 849 251 8,916
Impairment on loans and advances and assets held for sale 2,636 0 68 0 2,704
Profit before income tax 4,286 8,310 711 (251) 13,056

As at 30 June 2004
Asset 

Management
Commercial

Banking
Securities and 

Treasury
Private 

Banking
Other 

operations Group

Net interest revenues 5,925 (189) 488 0 6,225
Net fee and commission income 1,724 1,622 591 0 3,937
Other revenues (28) 5,412 26 0 5,410
Net operating revenues 7,621 6,846 1,105 0 15,572

Operating expenses 3,805 907 654 965 6,331
Impairment on loans and advances and assets held for sale 1,811 5 152 0 1,969
Profit before income tax 2,005 5,933 299 (965) 7,272

Commercial Banking includes the Bank’s branch network as well as Corporate Banking, Heritable Bank and SP Fjármögnun.

Investment Banking is comprised of the parent company’s securities operations. This division includes securities brokerage, corporate
advisory, FX and derivative trading, the Bank’s treasury and debt management and proprietary trading.

Asset Management and Private Banking includes the parent company’s Asset Management division, Landsvaki hf. and Landsbanki
Luxembourg S.A.
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Notes to the Consolidated Interim Financial Statements

7 Geographical segments - breakdown of income/revenues

As at 30 June 2005
Iceland UK Luxembourg Total

Net interest revenues 7,160 1,640 619 9,419
Net fee and commission income 5,876 1,319 386 7,581
Other revenues 7,596 39 42 7,677
Net operating revenues 20,633 2,998 1,046 24,677

As at 30 June 2004
Iceland UK Luxembourg Total

Net interest revenues 5,431 301 494 6,225
Net fee and commission income 3,548 273 116 3,937
Other revenues 5,384 0 26 5,410
Net operating revenues 14,363 574 636 15,572

8 Net fee and commission income
30.6.2005 30.6.2004

Fee and commission income
Securities 4,343 1,729
Asset management 753 491
Lending 1,428 816
Cards 568 423
Interbank revenues 488 507
Collection and payment services 255 208
Foreign trade 168 157
Other commissions and fees 342 203

8,345 4,535

Fee and commission expense 764 597

Net fee and commission income 7,581 3,937

9 Impairment on loans and advances and assets held for sale
30.6.2005 30.6.2004

Loans and advances 2,746 1,995
Assets held for sale 23 0

2,768 1,995

Collected previously written-off loans 64 26
2,704 1,969

10 Loans and advances
30.6.2005 1.1.2005

Financial institutions 70,674 67,107
Public entities 3,534 3,131
Corporates 598,911 439,952
Consumers 164,762 112,444
Allowance for losses on loans and advances (9,539) (8,359)
Total loans and advances 828,342 614,274

Provisions for credit losses
Changes during the period: 30.6.2005 30.6.2004

Balance at beginning of year 8,359 7,700
Impairment on loans and advances 2,693 1,995
Loans written off (1,513) (1,643)

9,539 8,051
11 Trading assets

30.6.2005 1.1.2005
Trading assets
Bonds and other fixed-income securities 50,051 18,529
Equity and other variable-income securities 59,886 37,499
Derivatives held for trading 9,271 8,702

119,208 64,730

Forward contracts against trading assets
Bonds and other fixed-income securities 24,953 1,785
Equity and other variable-income securities 41,690 23,596

Largest part of the loan growth for residential mortgage loans has been funded via private placements of credit linked notes.
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Notes to the Consolidated Interim Financial Statements

12 Derivatives held for trading and trading liabilities

Assets Liabilities Assets Liabilities
Foreign exchange derivatives
Currency forwards 3,398 4,306 3,501 3,193
OTC currency options bought and sold 2,549 2,939 2,694 3,147

5,947 7,244 6,195 6,340

Interest rate derivatives
Interest rate swaps 995 1,172 535 621
Cross-currency interest rate swaps 427 149 147 197

1,422 1,321 682 819

Equity derivatives
Equity forwards 1,220 1,523 1,607 918
OTC stock options - bought and sold 681 0 219 1

1,902 1,523 1,826 918

Total derivatives held for trading 9,271 10,089 8,702 8,077

13 Derivatives held for hedging

Assets Liabilities Assets Liabilities
Derivatives designated as fair value hedges
Interest rate swaps 4,475 760 2,084 1,235
Cross-currency interest rate swaps 1,580 882 2,846 347

6,055 1,642 4,930 1,582

14 Intangible assets
30.6.2005 1.1.2005

Goodwill
Opening net book amount 1,160 1,159
Exchange differences 0 1
Acquisition of a subsidiary 5,295 0
Closing net book amount 6,455 1,160

Software
Opening net book amount 425 491
Additions 214 472
Disposals 0 0
Amortisation (59) (408)
Impairment on software 0 (130)
Net book value at period-end 580 425

Total Intangible assets 7,035 1,585

Fair value

30.6.2005 1.1.2005

30.6.2005 1.1.2005

Fair valueFair value

Fair value
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Notes to the Consolidated Interim Financial Statements

15 Non-current assets and disposal groups classified as held for sale
30.6.2005 1.1.2005

Appropriated assets 896 1,031
Allowance for appropriated assets (244) (241)

652 790
Disposal group held for sale
−  Investments properties included disposal groups 11,093 8,265
−  Other assets included disposal groups 763 908

11,857 9,173

Total non-current assets and disposal groups classified as held for sale 12,508 9,962

16 Other assets
30.6.2005 1.1.2005

Unsettled payments 11,570 0
Other assets 4,870 2,668

16,440 2,668

17 Deposits from customers
30.6.2005 1.1.2005

Demand deposits 112,609 84,225
Time deposits 150,046 133,745

262,655 217,970

18 Borrowing
30.6.2005 1.1.2005

Securities issues 439,240 328,416
Other borrowing 82,630 46,668

521,870 375,084

19 Subordinated loans
30.6.2005 1.1.2005

Tier I − Non-innovative hybrid capital 7,863 8,358
Tier I − Innovative hybrid capital 15,170 3,197
Tier II 26,361 11,015

49,394 22,570

20 Capital ratio
30.6.2005 31.12.2004

Risk-adjusted assets 813,712 576,498

Capital:
Tier I capital:
Equity 58,954 38,016
Subordinated loans 18,879 6,722
Goodwill (6,455) (918)
Minority interests 2,066 991

73,444 44,811
Tier II capital:
Subordinated loans 30,515 15,831
 − deduction in accord with Articles 28 and 85 of Act No 161/2002 (758) (749)

Total capital 103,201 59,893

Tier I ratio 9.0% 7.8%
Capital ratio 12.7% 10.4%
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Notes to the Consolidated Interim Financial Statements

21 Off-balance sheet items 30.6.2005 1.1.2005

Guarantees issued 22,107 23,994
Available overdrafts 26,113 24,676
Unused credit commitments 12,531 9,918

60,750 58,588

22 Related-parties

23 Acquisitions and disposals

24 Litigation

An offer was made by Landsbanki Holding (UK) plc for Teather & Greenwood Holding plc on 1 February 2005. On 30 June 2005 Landsbanki
Holding (UK) plc share in Teather & Greenwood Holding plc was 100%. The Income Statement and Balance Sheet was consolidated into
Landsbanki group.

In 1997, Landsbanki Íslands, as a state-owned bank, together with other contributing companies of the Bank Employees’ Pension Fund,
reached an agreement with the fund on a final settlement, which the Pension Fund approved for its part at a meeting of fund members. The
guarantee of the contributing companies was then cancelled and the Pension Fund therefore no longer has any legal entitlement to make
claims on the contributing companies. 

Should the Courts recognise any responsibility in this case, the claim would have to be directed at the National Treasury, as the agreement
covered by the summons was concluded on the responsibility of Landsbanki as a state-owned bank and in connection with the establishment
of a limited-liability company for the Bank’s operation and original sale of share capital. 

Claims advanced towards Landsbanki in the above-mentioned case must therefore be considered as not liable to have a significant impact on
the Bank’s operating performance.

The Bank Employees’ Pension Fund has brought a suit in the Reykjavík District Court against Landsbanki Íslands hf. and the Icelandic State,
demanding that a court verdict establish that the bank guarantee which Landsbanki Íslands, as a state-owned bank, provided for the Fund’s
obligations until 31 December 1997 has never been cancelled and is still fully valid. Furthermore, the plaintiff requests principally that the Court
find that in the future Landsbanki Íslands should be responsible for this guarantee or, failing that, the National Treasury. Should this claim be
rejected, the Fund requests, for instance, that the Bank’s obligations be re-calculated due to changed assumptions, or that damages be paid. 

The reason for the suit is that the Pension Fund’s assets are not fully sufficient for its calculated obligations, in part due to increases in wages
and purchasing power.

Loans to CEOs and managing directors, and to companies fully owned by these persons, amounted to ISK 99 million as of 30 June 2005.

Loans to members of the Board of Directors and their fully owned companies amounted to ISK 207 million. In addition, Landsbanki has granted
credit to companies with which members of the Board are related through membership of the companies’ Boards or ownership ties, including
companies which number among the Bank’s major clients. Total credit extended to these companies amounts to ISK 18,537 million as of 30
June 2005.

The holding company, Samson eignarhaldsfélag ehf., which has a 44.79% holding in the Bank, is owned by three individuals. The Bank has
not assisted the company with any provision of credit. One of the company’s owners sits on Landsbanki’s Board of Directors and loans granted
to this person are included in the above amounts.

Total credit extended to associated companies by the Bank amounted to ISK 17,671 million as of 30 June 2005.

All of the loans referred to here have been granted in accordance with the Bank’s credit rules and on normal commercial terms. No impairment
charges has been made by the Bank to cover these loans.
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Skýrsla og áritun bankaráðs og bankastjóra 
 
Árshlutareikningur Landsbanka Íslands hf. fyrir tímabilið 1. janúar til 30. júní hefur að geyma samstæðureikning  Landsbankans 
og dótturfélaga.  
 
Árshlutareikningurinn er gerður í samræmi við alþjóðlega reikningsskilastaðla (IFRS).  Áhrif innleiðingar IFRS á eigið fé í upphafi 
árs 2005 nam 311 milljónum til lækkunnar.  Í skýringum er nánari grein gerð fyrir áhrifum innleiðingar alþjóðlegra 
reikningsskilastaðla á reikningsskilin.   
 
Í febrúar gerði Landsbankinn tilboð í Teather & Greenwood Holdings plc og í maí eignaðist bankinn allt hlutafé félagsins.  
 
Í mars 2005 jók bankinn hlutafé sitt um 800 milljónir króna að nafnvirði sem selt var á genginu 14,25.  Útgefið hlutafé í bankanum 
nam 8.900 milljónum króna í lok júní 2005. 
 
Í lok júní 2005 voru hluthafar bankans 12.445.  Samson eignarhaldsfélag ehf. á einn hluthafa meira en 10% eignarhlut í 
bankanum eða 44,79%.    
 
Samkvæmt rekstrarreikningi nam hagnaður bankans 11.103 milljónum króna eftir skatta á fyrstu sex mánuðum ársins 2005.  Í lok 
júní 2005 nam eigið fé samstæðu Landsbanka Íslands hf. 61.020 milljónum króna.  Eiginfjárhlutfall samstæðunnar, samkvæmt 
eiginfjárákvæðum laga, var 12,7% í lok tímabilsins.  Heildareignir samstæðu bankans námu 1.022.072 milljónum króna í lok júní 
2005.  
 
Bankaráð og bankastjórar staðfesta hér með árshlutareikning Landsbanka Íslands hf. fyrir tímabili 1. janúar til 30. júní 2005 með 
undirritun sinni.  
 
 

Reykjavík, 28. júlí 2005 
 
 

Bankaráð 
 

 
Björgólfur Guðmundsson 

 
 
 

                     Kjartan Gunnarsson                   Andri Sveinsson 
 
 
 

           Guðbjörg Matthíasdóttir                     Þorgeir Baldursson 
 
 
 
 

Bankastjórar 
 
 
 

                     Halldór J. Kristjánsson                           Sigurjón Þ. Árnason 

LFJSTS
26



Áritun endurskoðenda 
 
Til bankaráðs og hluthafa Landsbanka Íslands hf. 
 
Við höfum endurskoðað árshlutareikning Landsbanka Íslands hf, sem nær yfir tímabilið 1. janúar til 30. júní  2005.  
Dótturfélög bankans hafa ekki verið endurskoðuð fyrir umrætt tímabil.   Árshlutareikningurinn er gerður í samræmi við 
alþjóðlega reikningsskilastaðla og hefur að geyma rekstrarreikning, efnahagsreikning, yfirlit um breytingu á eigin fé, 
sjóðstreymi og skýringar.  Árshlutareikningurinn er lagður fram af stjórnendum bankans og á ábyrgð þeirra í samræmi við lög 
og reglur.   Ábyrgð okkar felst í því áliti sem við látum í ljós á árshlutareikningnum á grundvelli endurskoðunarinnar.  
 
Endurskoðað var í samræmi við alþjóðlega endurskoðunarstaðla.  Samkvæmt því ber okkur að skipuleggja og haga 
endurskoðuninni þannig að nægjanleg vissa fáist um að árshlutareikningurinn sé án verulegra annmarka.  Endurskoðunin, 
sem tekur mið af mati okkar á mikilvægi einstakra þátta og áhættu, felur í sér greiningaraðgerðir, úrtakskannanir og 
athuganir á gögnum til að sannreyna fjárhæðir og upplýsingar sem koma fram í árshlutareikningnum.  Endurskoðunin felur 
einnig í sér athugun á þeim reikningsskilaaðferðum og matsreglum sem notaðar eru við gerð árshlutareikningsins og mat á 
framsetningu hans í heild.  Við teljum að endurskoðunin sé nægjanlega traustur grunnur til að byggja álit okkar á. 
 
Það er álit okkar að árshlutareikningurinn gefi glögga mynd af afkomu Landsbanka Íslands hf. á tímabilinu, efnahag  hans 
30. júní 2005 og breytingu á fjárhagslegri skipan á tímabilinu í samræmi við alþjóðlegan reikningsskilastaðal númer 34 með 
fyrirvara um áhrif þess að árshlutareikningar dótturfélaga bankans eru ekki endurskoðuð. 
 
 
 

Reykjavík, 1. september 2005 
 
 
 
PricewaterhouseCoopers hf.     

 
 
 

Hjalti Schiöth  
 
 
 

Vignir Rafn Gíslason 
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Lykiltölur úr árshlutareikningi

Rekstrarreikningur 2005 2004 2005 2005 2004 2004 2004 2004

jan.-jún. jan.-jún. Breyting 2. ársfj. 1. ársfj. 4. ársfj. 3. ársfj. 2. ársfj. 1. ársfj.
Vaxtatekjur 26.770 15.201 76% 14.309 12.461 10.879 8.172 8.534 6.668
Vaxtagjöld 17.351 8.976 93% 9.180 8.172 6.268 4.273 5.264 3.712
Hreinar vaxtatekjur 9.419 6.225 51% 5.129 4.289 4.611 3.898 3.269 2.956

Þjónustutekjur 8.345 4.535 84% 4.864 3.481 3.191 2.509 2.080 2.455
Þjónustugjöld 764 597 28% 403 361 382 365 301 296
Hreinar þjónustutekjur 7.581 3.937 93% 4.461 3.120 2.809 2.144 1.779 2.159

Arðstekjur 721 441 64% 616 105 11 1 98 343 
Hreinar tekjur af veltufjáreignum 1.815 2.363 -23% (163) 1.978 (41) 1.794 806 1.557 
Hreinar tekjur af öðrum fjáreignum á gangvirði 3.493 2.445 43% 1.003 2.490 (2.220) 4.693 200 2.245 
Gengismunur áhættuvarnarliða 135 0 0% (81) 216 0 0 0 0 
Gengismunur gjaldeyrisviðskipta (64) 131 -149% (161) 97 122 111 59 72 
Hlutdeild í afkomu hlutdeildarfélaga 759 30 2415% 275 484 (79) 41 17 13 
Hagnaður af eignum í sölumeðferð 817 0 817 0 0 0 0 0 
Aðrar rekstrartekjur 7.677 5.410 42% 2.307 5.370 (2.207) 6.639 1.179 4.231 

Hreinar rekstrartekjur 24.677 15.572 58% 11.898 12.779 5.213 12.682 6.227 9.346 

Laun og tengd gjöld 5.469 3.378 62% 3.114 2.355 2.112 2.304 1.735 1.643 
Rekstrarkostnaður 3.447 2.954 17% 1.764 1.683 1.749 1.963 1.342 1.612 
Rekstrargjöld alls 8.916 6.331 41% 4.879 4.037 3.862 4.267 3.076 3.255 

Virðisrýrnun 2.704 1.969 37% 1.359 1.345 1.223 1.293 978 991 
Hagnaður fyrir skatta 13.056 7.272 80% 5.660 7.396 128 7.121 2.172 5.100 

Tekjuskattur 1.953 1.294 51% 602 1.351 (829) 1.333 361 934 
Hagnaður tímabilsins 11.103 5.978 86% 5.058 6.045 957 5.788 1.812 4.167 

Tilheyrandi:
Hluthöfum Landsbanka Islands hf. 11.011 5.924 86% 5.000 6.011 905 5.746 1.785 4.139
Minnihluta 92 54 69% 58 34 53 42 27 27

Efnahagur
30.6.2005 1.1.2005 Breyting 31.3.2005 Breyting

Sjóður og innstæður í seðlabanka 8.211 18.237 -55% 14.136 -42%
Útlán og kröfur 828.342 614.274 35% 687.883 20%
Veltufjáreignir 119.208 64.730 84% 82.630 44%
Aðrar eignir 66.311 39.900 66% 65.993 0%
Eignir samtals 1.022.072 737.141 39% 850.642 20%

Innlán 355.410 279.206 27% 298.063 19%
Lántaka 521.870 375.084 39% 417.947 25%
Víkjandi lántökur 49.394 22.570 119% 49.327 0%
Aðrar skuldir 34.378 21.572 59% 30.241 14%
Eigið fé 58.954 37.705 56% 53.988 9%
Hlutdeild minnihluta í eigin fé dótturfélaga 2.066 1.004 106% 1.076 92%
Skuldir og eigið fé samtals 1.022.072 737.141 39% 850.642 20%

Kennitölur 2005 2004 2004 2003 2002 2001
jan.-jún. jan.-jún.

Arðsemi eigin fjár fyrir skatta 67,4% 68,1% 57,2% 20,9% 17,0% 13,9%
Arðsemi eigin fjár eftir skatta 56,2% 54,0% 49,5% 17,6% 13,5% 13,1%
Eiginfjárþáttur A 9,0% 7,7% 7,8% 6,9% 7,7% 7,5%
Eiginfjárhlutfall 12,7% 10,1% 10,4% 9,9% 10,6% 10,4%
Hlutfall rekstrarkostnaðar af hreinum rekstrartekjum 36,1% 40,3% 43,2% 57,0% 61,1% 66,2%
Hlutfall rekstrarkostnaðar af meðalstöðu heildarfjármagns 2,0% 2,6% 2,5% 3,0% 3,1% 3,2%
Vaxtamunur af meðalstöðu heildarfjármagns 2,1% 2,6% 2,6% 2,6% 2,8% 3,5%
Framlag í afskriftareikning af stöðu útlána í lok tímabils 0,65% 0,92% 0,73% 1,47% 1,33% 1,17%
Gengi hlutabréfa í lok tímabils 17,00 8,20 12,10 5,80 3,65 3,39
Hækkun hlutabréfaverðs að teknu t.t. arðgreiðslna 42,1% 43,1% 110,3% 61,6% 10,6% 0,1%
Stöðugildi í lok tímabils 1.294 1.062 1.121 1.025 986 997
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Rekstrarreikningur 1. janúar til 30. júní 2005

2005 2004 2005 2004

2. ársfj. 2. ársfj. 1.1. - 30.6 1.1. - 30.6

Vaxtatekjur 14.309 8.534 26.770 15.201
Vaxtagjöld 9.180 5.264 17.351 8.976

Hreinar vaxtatekjur 5.129 3.269 9.419 6.225

Þjónustutekjur 4.864 2.080 8.345 4.535
Þjónustugjöld 403 301 764 597

Hreinar þjónustutekjur 4.461 1.779 7.581 3.937

Arðstekjur 616 98 721 441
Hreinar tekjur af veltufjáreignum (163) 806 1.815 2.363
Hreinar tekjur af öðrum fjáreignum á gangvirði 1.003 200 3.493 2.445
Gengismunur áhættuvarnarliða (81) 0 135 0
Gengismunur gjaldeyrisviðskipta (161) 59 (64) 131
Hlutdeild í afkomu hlutdeildarfélaga 275 17 759 30
Hagnaður af eignum í sölumeðferð 817 0 817 0
Hreinar rekstrartekjur 11.898 6.227 24.677 15.572

Laun og tengd gjöld 3.114 1.735 5.469 3.378
Rekstrarkostnaður 1.764 1.342 3.447 2.954

Rekstrargjöld 4.879 3.076 8.916 6.331

Virðisrýrnun 1.359 978 2.704 1.969

Hagnaður fyrir skatta 5.660 2.172 13.056 7.272

Tekjuskattur 602 361 1.953 1.294

Hagnaður tímabilsins 5.058 1.812 11.103 5.978

Tilheyrandi:
Hluthöfum Landsbanka Islands hf. 5.000 1.785 11.011 5.924
Minnihluta 58 27 92 54

Hagnaður á hlut:
Hagnaður á hlut 0,58 0,21 1,33 0,76
Útþynntur hagnaður á hlut 0,56 0,21 1,29 0,75

Árshlutareikningur Landsbanka Íslands hf. 30.6.2005 Fjárhæðir eru í milljónum
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Efnahagsreikningur 30. júní 2005

30.6.2005 1.1.2005

Eignir

Sjóður og innstæður í seðlabanka 8.211 18.237
Lán 828.342 614.274
Veltufjáreignir 119.208 64.730
Fjáreignir á gangvirði í gegnum rekstrarreikning 16.080 12.817
Afleiðusamningar vegna áhættuvarna 6.055 4.930
Hlutir í hlutdeildarfélögum 3.696 3.792
Rekstrarfjármunir 4.497 4.146
Óefnislegar eignir 7.035 1.585
Fastafjármunir til sölu og eignir í sölumeðferð 12.508 9.962
Aðrar eignir 16.440 2.668

Eignir samtals 1.022.072 737.141

Skuldir

Innlán frá fjármálafyrirtækjum og Seðlabanka Íslands 92.755 61.236
Innlán viðskiptamanna 262.655 217.970
Lántaka 521.870 375.084
Víkjandi lán 49.394 22.570
Afleiðusamningar 10.089 8.077
Afleiðusamningar vegna áhættuvarna 1.642 1.582
Skattskuld 3.726 1.674
Skuldir vegna fastafjármuna til sölu 2.036 4.204
Aðrar skuldir 16.885 6.035

Skuldir samtals 961.052 698.432

Eigið fé
Hlutafé 8.664 7.954
Yfirverðsreikningur hlutafjár 16.808 7.557
Matsbreytingar og varasjóðir 1.834 (20)
Óráðstafað eigið fé 31.648 22.214

58.954 37.705
Hlutdeild minnihluta 2.066 1.004
Eigið fé samtals 61.020 38.709

Skuldir og eigið fé samtals 1.022.072 737.141

Árshlutareikningur Landsbanka Íslands hf. 30.6.2005 Fjárhæðir eru í milljónum
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