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Ari®, id for / Highlights

Arsirslit 2007 1 stuttum

E€ginognin vid arsbyrjan rentad vid 32,5% p.a. eftir
skatt moti 27,3% p.a. arid fyri

Urslit eftir slkatt pr. partabraev (EPS) er 51,57 kr.
moti 36,02 kr. arid fyri

Vinningur pr. Otreidslukronu var 2,16 kr. moti
2,38 kr. ario fyri

Urslit av figgjarpostum aktist vid 326,5 mio. kr. til
807,9 mid. kr.

Utreidslurnar til starvsfollk og umsiting ektust vid
111,7 mi6. kr. til 340,7 mio. kr.

Urslitid 38renn slkatt var 465,3 mio. kr., ein
framgongd uppa 158,1 mid. kr. ella 51,5%

Ursliti® eftir skatt var 393,0 mi6. kr., ein
framgongd uppa 142,6 mio. kr. ella 56,9%

Javnin ektist vid 9,8 mia. kr. ella 83,2% og er n0
21,7 mia. kr.

Innlanini vuksu vid 7,2 mia. kr. ella 116,8% og eru
n0 13,3 mia. kr.

Utldnini vuksu vid 7,3 mia. kr. ella 88,8% og eru n0
15,6 mia. kr.

Utlit 2008

€ilk samtakid metir, at Orslitid adrenn virdisjavnan,
burturleggingar og skatt verdur 335 mio. kr. moti
310 mio. kr. 72007

Highlights 2007

Annual return on equity year begin was 32.5
percent after taxes, compared to 27.3 percent the
vear before

€arnings after taxes per share (EPS) were DKK
51.57 against DKK 36.02 in 2006

Income/cost ratio was DKK 2.16 against DKK
2.381in 2006

Net profit from financial operations increased by
DKK 326.5 million to DKK 807.9 million
Employee and administrative expenses etc.
increased by DKK 111.7 million to Dkk 340.7
million

Profit before taxes was DKK 465.3 million,
which is an increase of DKK 158.1 million or 51.5
percent

Net profit was DKK 393.0 million, which is an
increase of DKK 142.6 million or 56.9 percent
The balance increased by DKK 9.8 billion or 83.2
percent. The balance was DKK 21.7 billion
Deposits increased by DKK 7.2 billion, or 116.8
percent, and were DKK 13.3 billion

Lending increased by DKK 7.3 billion, or 88.8
percent, and amounted to DKK 15.6 billion

Outloolkk 2008

€ilk Banki Group expects the result before market
value adjustments, provisions for losses and taxes
to be DKK 335 million compared to DKK 310
million in 2007
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Arid 7 stuttum

Ari® 2007 var enn eitt hendingarilt ar T €ilk Banka, og
her er ein stutt gjegnumgongd av havudstilburdunum
Tarinum.

Februar

€ilkk almannakunnger besta Urslit 1 knappliga 175 ara
segu bankans. Ursliti® fyri rid 2006 var 307 mio. kr.
dorenn skatt. I 2005 var avlopid til samanberingar
164 miod. kr. 3drenn skatt. Eginognin vid arsbyrjan
2006 rentadist vid 27,3 prosentum eftir skatt.

Mars

Adalfundur verdur hildin, og hann samtykkir eitt
vinningsbyti uppa 5 kr. fyri hvert partabraevio.

Fyri at optimera og styrkja kapitalgrundarlagid upp-
telkur Eik supplerandi kapital uppa 40 Mid. evrur, i
svarar til uml. 298 mid kronur.

April

NevndinT Eilk samtykkir, at €ik Banki umframt
barsskrasetingina 8 VMF-marknadinum eisini skal
skrasetast 3 OMX Nordic Exchange Copenhagen.

Mai

€ik almannakunnger fyri fyrstu ferd raknskap fyri
fyrsta arsfjording. Hetta er lidur 1 fyrireikingini til
barsskraseting.

Avtala verdur gjerd millum Eik og Skandia-

samtakid um keyp av SkandiaBanken 1 Danmark.
Almannakunngerdin av avtaluni um keypid av stersta
internetbanlka 1 Danmark fer fram 29. mai.

Juni

BygnadurinT Eilk verdur tillagadur adrenn bersskra-
setingina. Figgjardeildin verdur legd saman vid Rokn-
skapardeildini, og Finn Danberg verdur Utnevndur
undirstjori vid abyrgd fyri kapitalGtvegan, figgjarstyr-
ing, roknskapi og Investor Relations. Restin av virk-
seminum 3 Figgjardeildini verdur skilt sundur 1 tvaer
nygegjar deildir: €ik Markets, i6 tekur sar av handli og
rolkt av virdisbrevum, og €ik Investment Banking, id
telkur szr av handli vid fyritelkum.

In Brief

2007 was another eventful year for €ik Banki. The
following is an overview of the highlights of the year.

February

€ilk Banki announces the best result ever in its almost
175 years history. Profit for the year 2006 before
taxes was DKK 307 million, compared to DKK 164
million in 2005. Return on equity year begin 2006 was
27.3 percent after taxes.

March

The General Meeting agrees on a dividend of DKK

5 per share. In order to optimise and strengthen

the capital base, €ik Banki assumes supplemental
capital amounting to EUR 40 million, corresponding to
approximately DKK 298 million.

April

The Board of Directors agrees on a dual listing. In
addition to Eik Banki being listed on the VMF-Market,
itis also to be listed on OMX Nordic Exchange
Copenhagen.

May

As something new, €ik Banki announces its first
quarterly report. This is part of its preparations for the
listing.

€ilk Banki and the Skandia Group enter into
an agreement regarding the acquisition of
SkandiaBanken A/S. The acquisition of the largest
internet bank in Denmark is announced on 29 May.

June

The organisational structure of €ik Banki is
modified prior to the listing on the stock exchange.
The Financial Services Division merges with the
Accounting Department and Finn Danberg is
3ppointed Director with responsibility for debt,
financial management, accounting and investor
relations. The rest of the activities are split between
two newly established departments: €ik Markets,
comprising the activities of securities trade and
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Prospekt 1 sambandi vid barsskraseting verdur goo-
kent 18. juni, og stersta kapitalhakking T Feroyum
byrjar 21. juni. Teknast skulu fyri T mesta lagi 584 mio.
kronur.

Juli

Kapitalhakkingin T €ik endar 5. juli. Teknast skuldu
584 mio. kr., 0g Urslitid er ein yvirtekning vid umleid
100 mio. kr. Bert partaeigarar vid fortekningaraetti faa
partabrov.

11. juliverdur Eik Banki barsskrasettur 3 OMX Nordic
Exchange Copenhagen og Iceland. Samstundis
almannakunnger OMX Nordic Exchange Iceland eitt
serligt feroyskt visital - OMXI-FO.

Besta halvarsuorslit nalkkrantid verdur almanna-
kunngjert 26. juli. Avlopid er 237,4 mio. kr. eftir skatt
moti 147,5 mid. kr. fyrra halvar 2006. Eginpeningur
vid arsbyrjan er rentadur 34,1 prosent p.a.

August

Dottirfelagio, €ik Bank Danmark, keypir Privestor
Fondsmaglerselskab og Tidskriftet Finansnyt. Keypid
verdur almannakunngjert 7. august. Tann 24. august
eru 175 ar lidin, sidani €ikk Banki vard stovnadur.
€ndaliga avtalan vid Skandia 1 Sveriki verdur undir-
skrivad 30. august, og SkandiaBanken 1 Danmark
gerst formliga partur av Eik-samtakinum. Samstundis
verdur farid undir formligu samanleggingina av

€ilk Bank Danmark og SkandiaBanken. I sambandi

vid keypid av Skandiabanken hakkar Eik Banki
partapeningin 1 Eik Bank Danmark vid 575 miod. kr. 1
Kkursvirodi.

September

€ik-samtakid undirskrivar avtalu vid spanska
figgjarsamtakid, Banco Santander, um selu av
bilpartinum hja SkandiaBanken. Handilin hevur eitt
virdi uppa umleid 1,7 mia Kkr.

Oktober
€ilk Banki er ein av hevudssponsorunum, ta 1 fyrrverandi

asset management, and Eik Investment Banking,
comprising the activities of the buying and selling of
companies. On 18 June, the prospectus is approved,
and on 21 June, the largest capital increase in the
Faroe Islands commences. Maximum subscription is
DKK 584 million.

July

On 5 July, the capital increase in Eikk Banki closes. A
maximum of DKK 584 million have been offered for
subscription and the result was an over-subscription
of approximately DKK 100 million. Shares were
allocated to shareholders with pre-emptive rights
only.

On 11 July, €ik Banki is listed on OMX Nordic
Exchange Iceland and Copenhagen, respectively. At
the same time, OMX the Nordic Exchange Iceland
announces a special Faroese index, OMXI-FO.

0On 26 July, the best half-year result ever is
announced. Profit before taxes is DKK 237.4 million
compared to DKK 147.5 million for the same period
the previous year. Annualised return on equity year-
beginis 34.1 percent.

August

The subsidiary, €ik Bank Denmark acquires Privestor
Fondsmeaeglerselskab and the periodical Finansnyt.
The acquisition is announced on 7 August. On 24
August €ik Banki celebrates its 175th anniversary.
The acquisition of SkandiaBanken A/S is finalised

on 30 August. At the same time, the merger of Eik
Bank Denmark and SkandiaBanken is initiated. The
acquisition of SkandiaBanken A/S was funded by a
DKK 575 million capital increase in €ik Bank Danmark
A/S.

September

The €ik Group signs an agreement with the Spanish
financial group, Banco Santander, regarding

the divestment of the car financing division of
SlkandiaBanken A/S. The deal has a total value of DKk
1.7 billion.




Eilkk

Arid, i® for 2007 / 2007 Highlights

forsetin TUSA, Bill Clinton, vitjar Feroyar saman vid Hans
Blix, fyrrverandi ST-vapnaeftirlitsmanni 1 Irak.

Urslitio fyri 3. arsfjoraing verdur almannakunngjort

25. oktober. Hetta er besta Urslit nalkrantid. Avliopid

er 281,6 mio. kr. eftir skatt moti 155,2 mio. kr. fyrstu
niggju manadirnar 1 2006. Adrenn skatt er avlopid 332,1
mio. kr. moti 192,3 mid. kr. sama tidarskeid 1 2006.
€ginognin vid arsbyrjan er rentad vid 31,1 prosentum

p.a.

November

Hosameklarafelagid P/F Inni, id er partur av Eilk-
samtakinum, keypir SethUsaseluna, og samstundis
tekur Hannelena Mittdn vid sum stjori 1 P/F Inni eftir
Jonsvein Mortensen.

€ilk Banki verdur kosin "Arsins Virki" T Feroyum 8
vinnudegnum, og seinni sama manada verour €ik
Banki eisini kosin "Banlk of the Year in the Faroe
Islands" av figgjartidarritinum, The Banker.

Desember

Samanleggingin av SkandiaBanken, Privestor og
Finansnyt vid €ik Bank Danmark kemur endaliga

uppa plass. Selan av bilfiggingarpartinum av
SkandiaBanken til Banco Santander verdur endaliga
avgreidd. €ik Banki keypir faroysku deildina hja
Kaupthing Bank vid virknadi fra 31. desember. Hetta
verdur almannakunngjert arsins seinasta yrikadag, 28.
desember.

October

€ilk Bank is one of the main sponsors when Mr. Bill
Clinton, former president of the United States and
former UN-arms control inspector in Iraq, Mr. Hans
Blix visit the Faroe islands.

The third quarter result is announced on 25 October.
This was the best third quarter result ever. Profit after
taxes for the first nine months is DKK 281.6 million
compared to DKK 155.2 million for the first nine
manths of 2006. Profit before taxes is DKK 332.1
million compared to DKK 192.3 million for the same
period in 2006. Annualised return on equity year begin
of the yearis 31.1 percent.

November

The subsidiary, real estate agency P/F Inni, purchases
the Faroese real estate agency Sethisasaelan, and
Hannelena Mittin was appointed director of P/F Inni,
succeeding Jonsvein Mortensen. Eik Banki is awarded
the title 'Company of the Year' in the Faroe Islands by
the Faroese Emplayers Association; and furthermaore,
€ilk Banki received the honour of being awarded
'Bank of the Year in the Faroe Islands' by the financial
periodical The Banker.

December

The merger of SkandiaBanken, Privestor and
Finansnyt with €ik Bank Danmark is completed.
Furthermore, the divestment of the car financing
division of SkandiaBanken A/S is finalised. €ik Banki
acquires the Faroese branch of Kaupthing Bank,
effective on 31 December. The acquisition was
announced on the Iast working day of the year, 28
December.
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Gongdin seinastu 5 arini / Five-year Summary
Ralkstur / Profit and Loss Account

Samtak / Group

DKK 1.000 2007 2006 2005 2004 2003
[Ralkstur / Profit and Loss Account

Rentuinntekur / Interest income 915.252 485.388 340.533 267.208 291.047
Rentudtreidslur / Interest expenses 539.289 210.426 108.239 68.385 75.404
Rentuinntekur netto / Net interest income 375.963 274.962 232.294 198.823 215.643
Omaksgjeld, provisidnsinntekur og vinningsbyti v.m. /

Fees, commissions and dividends etc. 220.418 105.624 65.464 24.139 21.491
Virdisjavnan av virdisbrevum og Utlendskum gjaldoyra v.m. /

Market value adjustments of securities and foreign currencies etc. 191.814 85.785 46.221 87.666 23.080
Adrar vanligar inntelkur / Other operating income 19.683 15.034 13.022 12.870 8.753
Urslit av figgjarpostum / Profit on financial operations 807.878 481.405 357.001 323.498 268.967
Utreidslur til starvsfollk, umsiting og adrar ralkstrarttreidslur /

Staff costs, administrative expenses and other operating expenses 340.774 229.912 180.447 124.660 121.369
Av- 0g nidurskrivingar og burturleggingar tilsamans /

Total depreciation, write-downs and provisions for losses 61.722 -7.965 21.174 95.546 319.430
Urslit av kapitalpertum T assosieradum og tilknyttum

fyritelkum/ Income from associated and subsidiary undertakings 59.923 47.700 8.833 8.429 447
Urslit 38renn skatt / Profit before taxes 465.305 307.158 164.213 111.721 -171.385
Skattur / Taxes 72.260 56.681 37.604 4.520 -42.623
Arsirslit / Net profit for the year 393.045 250.477 126.609 107.201 -128.762
Grundrakstur / Core operations

Bruttoinntekur / Gross income 1) 584.899 420.155 316.553 237.625 244.835
Utreidslur / expenses 2) 365.891 255.680 195.696 133.337 131.550
Urslit av grundrakstri / Profit on core operations 219.008 164.475 120.857 104.288 113.285
Bruttoinntekuvekstur / Increase in gross income 39,2% 32,7% 33,2% -2,9% 8,0%
Utreidsluvelkstur / Increase in expenses 43,1% 30,7% 46,8% 1,4% 3,2%
Bruttoinntekur pr. Gtreidslukrénu /

Gross income per expense DKK 1,60 1,64 1,62 1,78 1,86

1) Rentu- og provisionsinntelkur netto, adrar vanligar inntekur og virdisjavnan av Gtlendskum gjaldoyra / Net interest, fee

income, other ordinary income and value adjustments of foreign currencies

2) Utreidslur til starvsfollk, umsiting, avskrivingar - t6 ikii nidurskrivingar - av 6itokiligum og Ttekiligum ognum og adrar

ralkstrarutreidslur / Staff costs, administrative expenses, depreciation - excluding write-downs of intangible and tangible assets and

other operating expenses
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Figgjarstoda / Balance Sheet
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Samtak / Group

DKK 1.000 2007 2006 2005 2004 2003
Figgjarsteda / Balance Sheet

0gn/ Assets

Kassapeningur og innlan T edrum Ianistovnum /

Cash in hand, claims on central banks and credit institutions 3.130.442 1.655.618 466.679 377.445 367.385
Utldn / Loans and advances 15.616.134 8.270.539 6.550.896 5.052.785 3.886.990
Virdisbrov / Securities 1.868.502 1.332.113 1.232.090 695.826 682.407
Fastar ognir og innbUgv / Tangible assets 138.815 136.274 125.666 121.264 128.751
Adrar ognir / Other assets 913.900 433.348 245.699 246.245 129.237
Ogn tilsamans / Total assets 21.667.793 11.827.892 8.621.030 6.493.565 5.194.770
Skuld / Liabilities

Skuld til I3nistovnar / Debt to credit institutions 5.411.535 4.070.947 2.994.175 1.276.585 579.065
Innlan / Deposits 13.263.261 6.116.501 4.483.030 4.195.076 3.786.192
Onnur skuld / Other liabilities 440.623 281.681 226.495 195.204 75.917
Eftirstillad kapitalinnslkot / Subordinated debt 448.392 150.000 0 0 0
Eginpeningur / Equity 2.103.982 1.208.763 917.330 826.700 753.596
Skuld tilsamans / Total liabilities 21.667.793 11.827.892 8.621.030 6.493.565 5.194.770
Tel, 18 ikki eru tikin vid 1 javna / Off-balance-sheet items

Abyrgdir v.m. tilsamans / Total guarantees, etc. 1.091.427 841.832 394.193 276.665 111.637
Adrar skyldur / Other commitments 110.615 320.567 2.227 1.200 0
Tel, i6 ikki eru tikin vid T javna tilsamans /

Total off-balance-sheet items 1.202.042 1.162.399 396.420 277.865 111.637
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Lykklatal / Ratios

Samtak / Group

Lyklatael / Ratios

Solvensur og kapitalur / Solvency and capital ratios
Solvensprosent/ Solvency ratio 1) & 2)
Kjarnukapitalprosent / Core capital ratio 1) & 3)

Vinningur / Earning ratios
Renting av eginogn adrenn skatt /

Return on equity before tax 1) ROE
Renting av eginogn eftir skatt /

Return on equity after tax 1) ROE
Renting av ogn aftana skatt / Return on Assets after tax ROA
Renting av vadavektadari ogn aftana skatt /

Return on Risk Weighted Assets RORWA

Vinningur pr. Otreidslukronu / Income/cost ratio 1)

Partabrev / Shares

Midal tal av partabrevum / Average number of shares

Tal 3 partabrevum vid arsenda / Number of shares year-end
Kursur vid arsenda / Share price year-end 1)

Haegsti kursur / Share price high

Laegsti kursur / Share price low

Midal kursur / Average share price

Arsorslit pr. partabraev / Earnings after tax per share 1) &7) €PS
Kursur vid drsenda / Arsirslit pr. partabraey /

Share price year-end / €arnings after tax per share P/E
Midal kursur / ArsGrslit pr. partabraev /

Average share price / €arnings after tax per share Avg. P/E

Vinningsbyti pr. partabraev / Kursur vid arsenda /

Dividend per share / Share price year-end Dividend yield
Vinningsbyti / Arsorslit / Dividend Payout Ratio DPR
Vinningsbyti pr. midal tal av partabrevum /

Dividend per share (ave.) DPS avg.
Innara virdi pr. partabraev / Book Value per Share 1) BVPS

Kursur vid arsenda / Innara virdi pr. partabraev /

Share value by year-end/In trinsic share value 1) P/B

Fragreiding til lyklatelini / Explanation of ratios

2007

12,0%
9,3%

28,1%

23,7%
2,3%

2,5%
2,16

7.621.194
8.129.274
520,00
791,00
461,00
626,00
51,57

10,08

12,14

2,1%
20,68%

10,67
276,10

1,90

2006

11,0%
10,8%

28,9%

23,6%
2,4%

2.8%
2,38

6.953.114
7.113.114
502,00
502,00
184,50
343,25
36,00

13,94

9,53

1,0%
14,20%

5,12
171,60

2,80

2005

11,0%
13,3%

18,8%

14,5%
1,7%

2,0%
1,81

6.793.114
6.793.114
184,50
115,25
184,50
149,88
18,60

9,92

8,06

2.7%
26,83%

5,00
135,00

1,30

2004

15.2%
14,9%

14,1%

13,6%
1,8%

2,2%
151

6.793.114
6.793.114
115,50
132,50
95,50
114,00
15,80

7,31

7,22

4,3%
31,68%

5,00
121,70

0,90

2003

19.1%
19.6%

-21,0%

-15,7%
-2,5%

-3,4%
0,61

6.793.114
6.793.114
108,25
140,00
96,25
118,13
Neg.

Neg.

Neg.

0%
0%

0,00
110,90

1,00

1) Gjertisamsvar viod leidreglurnar hja Figgjareftirlitinum / Prepared in conformity with the regulations issued by the Danish Financial

Servisory Authority

2) Solvensprosentid er basiskapitalur i mun til vektada ogn, har basiskapitalur er egingognin eftir dvisar javningar, og vektad

0gn eru ognir hja ik, vekktadar eftir tapsvada / The solvency ratio is the comparison of capital base to weighted assets, where capital

base is equity less certain adjustments and weighted assets are the assets of €ik weighted for loss risk.

3) Kjarnukapitalprosent er kjarnukapitalur eftir fradratt T mun til vektada ogn, har kjarnukapitalur eftir fradratt

er eginognin eftir avisar javningar, og vektad ogn eru ognir hja Eik, vektadar eftir tapsvada. / Core capital ratio is the

comparison of core capital after deductions to weighted assets, where core capital is equity less certain adjustments and weighted assets

are assets of ik weighted for loss risk.
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Lyklatal / Ratios

Samtak / Group

Marknadarvadi / Marked risk ratios
Rentuvadi/ Interest rate risk 1) & 4)
Gjaldoyravadi/ Foreign exchange risk 1) &5)
Vadavektad 0gn / Samlad ogn /
Risk-weighted assets / Total assets

Gjaldferi / Liquidity ratio

Utldn og burturleggingar T mun til innlan /

Loans, advances and provisions in proportion to deposits 1)
Yvirdekningur T mun til I6garkrav um gjaldfari /

Excess cover relative to liquidity requirement 1)

Lansvaadi / Credit risk ratios

Stor engagement i mun til grundkapital /

Large loans as percentage of capital base 1) & 6)

Partur av 3ogn vid nidursettari rentu /

Part of outstanding loans at reduced interest 1) NPL
Burturleggingarprosent / Provisions percentage 1) LLR
Burturleggingar/Partur av aogn vid nidursettari rentu  LLR/NPL
Tap og burturlegging 1arinum T prosentum /

Write-offs and provisions during the year 1)

Utldn T mun til eginognina /

Total loans in proportion to equity 1)

Utlansvelkstur / Increase of loans 1)

Onnur lyklatel 7 Other ratios

Innldnsvekstur / Increase of deposits 1)

Velkstur 1 figgjarjavna / Increase of balance 1)

Utldnsvelkstur / Increase of loans

Mioaltal av starvsfolkum T arinum umroknad til heiltidarsterv /
Average number of employees during the financial year,

full-time equivalent

2007

4,6%
19,7%

71,5%

119,6%

118,7%

144,2%
0,6%
1,5%

250%
0.2%
7.4
88,8%

116,8%

83,2%

353,7

2006

1,6%
16,4%

76,4%

138,7%

125,1%

224,9%
0,7%
2,3%

329%
-0,3%

6,8
26,3%

36,4%

37.2%

2457

2005

4,2%
11,3%

75,1%

152,5%

80,1%

102,6%
2,4%
4,0%

167%
0,1%
7.1
29,7%

6,9%

32,8%

2197

2004

2,8%
25,2%

76,3%

130,6%

71,3%

61,3%
3,9%
7,4%
190%
15%
6,1

30,0%

10,8%

25,0%

205,0

15

2003

2,7%
18,0%

72,6%

112,3%

90,6%

129,3%
3,4%
8,3%

244%
7,1%
5,2
-2,3%

-4,1%

0,0%

187,2

4) Rentuvadi er grundadur 3, at effektiva rentan broytist 1%, og broytingin 1 krénum verdur roknad T mun til kjarnukapitalin
eftir fradratt / Interest rate risk is based on the premise that the effective interest rate fluctuates 1% and that the fluctuations in DKKK are

calculated in comparison to core capital less certain adjustments.

5) Gjaldoyravadi er haegra talid av ogn ella skuld T gjaldoyra og verdur roknadur T prosentum av Kkjarnulkapitalinum eftir

fradratt. / Foreign exchange risk is the higher amount of assets or liabilities in currency and is calculated in percent to core capital less

certain adjustments.

6) Millumverandi sterri enn 10% eftir fradratt fyri tryggum krevum T prosentum av basiskapitalinum. / Qutstanding balances

greater than 10% after deductions for secure requirements in percent to capital base.
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Lykklatal / Ratios

€ik Banki P/F

Lyklatel / Ratios 1)

Solvensur og kapitalur / Solvency and capital
Solvensprosent/ Solvency ratio 2)
Kjarnukapitalprosent / Core capital ratio 3)

Vinningur / Earnings ratios

Renting av eginogn adrenn skatt / Return on equity before tax
Renting av eginogn aftan a skatt / Return on equity after tax
Vinningur pr. Otreidslukronu / Income/cost ratio

Marknadarvadi/ Market risk
Rentuvadi / Interest rate risk 8)
Gjaldoyravadi / Foreign currencies risk 9)

Gjaldferi / Liquidity ratios

Utldn og burturleggingar T mun til innlan /

Loans, advances and provisions in proportion to deposits
Yvirdekningur T mun til l6garkrav um gjaldfari /

Excess liquidity cover relative to statutory requirement

Lansvaadi / Credit risk

Stor engagement i mun til grundkapital /

Large loans as percentage of capital base 10)

Partur av aogn vid nidursettari rentu /

Part of outstanding loans at reduced interest 11)
Burturleggingarprosent / Provisions percentage

Tap og burturlegging 1arinum T prosentum /

Write-offs and provisions during the year

Utldn T mun til eginognina / Total loans in proportion to equity
Utldnsvelkstur / Increase in loans

Onnur lyklatel 7 Other ratios
Innldnsvekstur / Increase in deposits
Velkstur 1 figgjarjavna / Increase in balance

2007

19,6%
15,4%

26,4%
23,7%
2,75

2,0%
14,2%

132,6%

71,4%

106,0%

1,1%
2,4%

0,2%
38
52,8%

8,6%
34,2%

7) Midal tal & partabrovum 7 tidarskeidinum / Average number of shares in the period
8) Rentuvaodier grundadur 3, at effelktiva rentan broytist eitt prosentstig, og broytingin 1 krénum verdur roknad T mun til
Kkjarnukapitalin aftan 8 fradratt. / Interest rate risk is based on the premise that the effective interest rate fluctuates one percentage

2006

14,3%
14,1%

26,4%
23,6%
2,92

0,9%
14,4%

95,1%

100,9%

122,2%

1,1%
3,0%

-0,6%
43
17,1%

36,4%
36,9%

point and the corresponding change in DKK is calculated in percent of core capital after deductions.
9) Gjaldoyravadi er haegra talid av ogn ella skuld 7 gjaldoyra og verdur roknadur 7 prosentum av kjarnukapitalinum aftan &

fradratt. / Foreign currencies risk is the higher amount of assets or liabilities in currency and is calculated in percent of core capital after

deductions.

2005

14,4%
17,4%

17,5%
14,5%
2,07

3,7%
10,2%

113,4%

52,4%

58,4%

3,4%
5,4%

0,0%
4.8
13,4%

6,6%
50,7%

2004

19,0%
19,0%

14,1%
13,6%
1,51

2.4%
24,4%

111,2%

80,6%

72,2%

5,1%
9,4%

2,0%
47
0,6%

2.7%
1,2%

2003

19.1%
19.6%

-21,0%
-15,7%
0,61

2,7%
18,0%

112,3%

90,6%

129,3%

3,4%
8,3%

7,1%
5.2
-2,3%

-4,1%
0,0%

10) Millumverandi sterri enn 10 % eftir fradratt fyri tryggum krevum T prosentum av grundkapitalinum. / Qutstanding accounts

greater than 10 % after deductions for secure claims in percent of capital base.

11)Lan har renta ikki verdur roknao, ella rentuinnteka iklki verdur inntekuferd. / Loans at reduced interest and loans where the

interest is not recognised as revenue (NPL).
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Roknskapargongdin T hevudstelum

Arid 2007 er tad higartil besta hja €ik samtakinum.

Samladu nettoinntekurnar fra figgjarpostum og
kapitalpertum vulksu vid 338,7 mio. kr. ella 64,0%, Gr
529,1 mio. kr. 12006 upp 1867,8 mMid. kr.12007.

Highlight of Annual Accounts

2007 was the best year ever for the €ik Group.

Net profit on financial operations and other holdings
increased by DKIK 338.7 million, i.e. 64.0 percent from
DKK 529.1 million in 2006, to DKIK 867.8 million in 2007.

Mynd / Figure 1

Inntekusamanseting / Distribution of Income
DKK Million

1000

800

600

400

- :. .
0

2005 2006

2007

Utreidslurnar til lenir og umsiting v.m. voru 340,7 mi6.
Kkr. moti 229,0 mid. kr.12006. Hetta er ein vakstur
upp a 111,7 mio. kr. ella 48,8%. Hovudsorsalkin til
veksturin er keypid av SkandiaBanken.

Arsorslitio fyri skatt gjordist 465,3 millionir kronur
moti 307,2 mid. kr.12006. Aftan a skatt gjerdist
Orslitid 393,0 mio. kr. mati 250,5 mid kr.12006.

€ilk er stersti banki 1 Feroyum, og heimamarknadurin
er framvegis stoersta einstalka virkisokid.

€ilk hevur framhaldandi sum mal at akja og vidka
um virksemid uttanlands til tess at akja inntekurnar
0E spjada vadan. Hetta styrkir eisini €ilk munandi

3 heimamarknadinum, vid at faa sterri iblastur
uttaneftir, sum kann nytast til gagns fyri akkara
kundar i Feroyum. Fjeltattada virksemio er eisini
viovirkandi til, at tad er spennandi og avbjodandi

B Rentuinntekur netto / Net Interrest Income
Omaksgjold og provisionsinntelkur v.m. netto /
Net Fee and Commissions Income
Adrar vanligar inntekur / Other Operating Income

[ Vinningsbyti av partabrevum v.m. og @drum
kapitalpertum / Dividend from shares and
other holdings
Virdisjavnan av virdisbrevum og Utlendskum
gjaldoyra v.m. / Market value adj. of securities
and currencies
Urslit av kapitalpertum / Profit from holdings

Total employee and administration expenses were
DKK 340.7 million in 2007 compared to DKIK 229.0
million in 2006. This is an increase of DKK 111.7 mil-
lion or 48.8 percent. The main reason for this was the
acquisition of SkandiaBanken.

Profit before taxes was DKIK 465.3 million, against DKK
307.2 million in 2006. Net profit for the year was DKK
393.0 million compared to DKK 250.5 million in 2006.

€ilk Banki is the largest bank on the Faroe Islands and
the domestic market is still the largest single field of
operation.

€ilk Banki maintains the goal to increase and diversify
its overseas activities in order to increase income and
spread risk. This also strengthens our position in the
domestic market considerably, as we get inspiration
from abroad that we can exploit to the benefit of our
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Mynd / Figure 2

Urslit eftir skatt, bytt landafrediliga / Net Profit by Country
DKK Million
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at starvast 1 Eik, og at tey dugnaligastu og mest
framsalknu sekja sar starv 1 Eikk.

12007 stavasi umleid helvtin av teimum 393,0 mi6.

Kkr., i® var Orslitid hja €ik aftan 3 skatt, fra virksemi
uttan fyri Feroyar. Hetta er 3 leid tad sama sum 1
2006.

Ursliti®d rentar eginognina vid arsbyrjan vid 32,5%.
Hetta er vael oman fyri malid, sum er 15% p.a.
E€ginognin, roknad sum midal av primo og ultimo
eginogn, vard rentad vid 23,7%. Arsorslit aftan 8
skatt, pr. partabraev, var 51,57 kr. moti 36,02 kr.

I Foroyar / Faroe Islands
Onnur lond / Other Countries

2007

Faroese customers. The miscellaneous activities also
contribute to a challenging and exciting atmosphere
for Eik Banki's employees. As a consequence, the
most skilled and ambitious people seek employment
in Eilk Banki.

Of the DKK 393.0 million in net profitin 2007, ap-
proximately half originated from activities abroad.
This is roughly the same as in 2006.

Return on equity year begin was 32.5 percent. This
is well above the target, which is 15 percent a year.
Taking the average of the equity at the start of the

Mynd / Figure 3
Urslit eftir skatt, pr. partabrav / €arnings after tax per Share

DKK
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12006. I 0trokningini er midal tal & partabrevum
gjegnum arid nytt. Nevndin skjytur upp fyri
adalfundinum at rinda 10 kr. T vinningsbyti fyri hvert
partabrav moti 5 kr. 12006.

Javnin ektist fra arsbyrjan til arslok Gr 11,8 mia. kr. 1
21,7 mia. kr., ein vakstur upp a heilar 9,9 mia. kr. ella
83,9%. Utlanini elktust vid 7,3 mia. kr. ella 88,0%, Gr
8,3 mia. kr.115,6 mia. kr., medan innlanini akktust vid
7,2 mia. kr.ella 118,0%, 0r 6,1 mia. kr.113,3 mia. kr.
Hevudsorsaekin til veksturin Tinnlanum er keypid av
SkandiaBanken.

Solvensurin hja samtakinum er 12,0% maoti 11,0% vid
arsenda 2006. I €ik Banka er solvensurin 19,6% moti
14,3% somu tid 1 fjer. Logarkravi er 8%.

Gjaldferid er sera gott. Viod arslok var gjaldferid,
roknad sum telkur peningur, 3ogn uttan uppseen
T@drum peningastovnum, innlansprogv 1 Tjoo-
bankanum og virdisbrov, 4,4 mia. kr. I mun til
skyldurnar, styttri enn ein manad, var gjaldfoerid
43,6%, 0@ 1 mun til allar skyldurnar var gjaldferio
21,8%. I 2006 voru samsvarandi telini 46,6% og
22,5%. Logarkravio er avilkavist 15% o0g 10%.
Yvirdekningurin T mun til l16garkravid er 118,7%.

I €ik-samtakinum starvadust 397 starvsfolk vid
arslok 2007 moti 309 vid arsbyrjan. Hetta er ein
vekstur uppa 88 starvsfolk. Hetta svarar til 3434
arsverk vid arslok moti 268,8 vid arsbyrjan. Talid av
arsverkum er soleidis okt vid 74,6 ella 27,8%. Staorsta
broytingin hevur verid 1 €ikk Bank Danmark, har 52,7
arsverk eru komin afturat 1 arinum - hetta stavar
fyri ein stéran part fra keypinum av SkandiaBanken,
medan 18,9 eru komin afturat i €ik Banka og 3,01
Inni. Afturat hesum koma starvsfolkkini 3 deildini hja
Kaupthing 1 Feroyum, id €ik yvirtok 31. desember
2007.

Hendingar eftir roknskaparlok

€ik samtakid, sum vid arsbyrjan 2008 atti 26,9% av
partabrevunum 1 Investea A/S, hevur 1 februar 20081
tveimum umferum selt partabrev 1 Investea. Samlada

vear and at year-end, the return on equity is 23.7
percent. After tax earnings per share were DKK 51.57
compared to DKK 36.02 in 2006. To calculate, the
median per share throughout the year is used. The
Board of Directors recommends a dividend of DKIK 10
per share. Dividend distributed in 2006 was DKK 5
per share.

The balance increased from DKK 11.8 billion to DKK
21.7 billion at year-end 2007. This is an increase of
DKK 9.9 billion or 83.9 percent. Lending increased
DKK 7.3 billion or by 88.0 percent, from DKK 8.3 bil-
lion to DKK 15.6 billion, while deposits increased DKK
7.2 billion or by 118.0 percent, from DKK 6.1 billion to
DKIK 13.3 billion. The main reason for this increase, is
the acquisition of SkandiaBanken.

Group salvency is 12.0 percent compared to 11.0 at
year-end 2006. The solvency for €ik Banki is 19.6 per-
cent compared to 14.3 percent in 2006. The statutory
requirementis 8 percent.

Liquidity remains very good. Liquidity at year-end
2007 was DKK 4.4 billion. Liquidity is calculated as
cash-in-hand, sight deposits in other banks, certifi-
cates of deposit in the Danish Central Bank and securi-
ties. In relation to short-term liabilities due within one
month liquidity was 43.6 percent and in relation to

all liabilities it was 21.8 percent. The corresponding
figures for 2006 were 46.6 percent and 22.5 percent,
respectively. The carresponding statutary minimum
requirements are 15 percent and 10 percent, respec-
tively. Excess cover compared to statutory minimum
requirementis 118.7 percent

There were 397 employees at the €ik Group at year-
end 2007 compared to 309 at the beginning of the
vear. This is an increase of 88 employees. Converted
to full-time equivalent there were 343.4 full-time
employees at year-end compared to 268.8 at the
beginning of the year. Converted into full-time em-
ployees, the number of employees increased by 74.6
or 27.8 percent. The main increase was in €ikk Bank
Danmark where 52.7 people were talkken on during
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selan fevnir tilsamans um ein ognarlut uppa 20,5%.
Ognarluturin hja Eik samtakinum eftir selurnar er
6,4%.

Selan hevur givid €ik samtakinum ein vinning uppa
136,0 mio. kr. Hartil kemur, at ognin uppa 6,4% er
virdisjavnad til sama kurs sum seldu partabravini,
svarandi til eina virdisjavning uppa 42,7 mio. kr.
Samlada virdisjavningin uppa Investea partabravini 1
fyrsta arsfjordingi 2008 er sostatt 178,8 mio. kr.

Hinvegin eru partabroevini hja Eikk T hinum badum stoéru
partabravaognunum, sum ikki innganga 1 samtakio,
SPRON og Atlantic Petroleum, fallin négv 1 virdi higartil
1ar. Pr. 20. februar var talan um 153,5 mib6. kr. 1
kurstapi uppa hesi partabrav.

Onki annad, sum hevur tydning fyri roknskapin fyri
2007, er hent sidan 31. desember 2007.

€ilkk hevur ikki tydandi salkarmal ella gerdarrattarmal,
sum kunnu metast at faa neiliga avirkan a komandi
Orslitini, og hevur ikki kunnleila til, at tilik mal skuldu
verio 3 veg.

Seinasta halva arid eru figgingarotreidslurnar

oktar munandi orsalkad av ti 6rogv, sum er 3
figgjarmarknadunum. Eikk hevur harumframt ikki
kunnleika til upplysingar um megulig rak, ovissur,
krav, skyldur ella hendingar, sum eftir ollum at
doma kunnu vantast at faa tydandi neiliga avirkan 3
vanirnar hja Eik.

the year, while 18.9 more were hired at €ik Banki and
3.0 at Inni. In addition to these are the employees of
Kaupthing Bank’s Faroese branch which €ik Banki
acquired on 31. December 2007.

Events after the €nd of the Financial Year

The Eikk Group, which by year-begin 2008 owned 26.9
percent of the shares in Investea A/S has in February
in two rounds sold some of its shares in Investea.
Total sale amounts to an ownership share of 20.5 per-
cent. The remaining ownership share of the Eik Group
is 6.4 percent.

The sale has given the Eik Group a capital gain of
DKK 136.0 million. Additionally, the ownership of
6.4 percent is price adjusted to the same rate as the
shares sold, corresponding to a price adjustment of
DKK 42.7 million. The total price adjustment for the
Investea shares for the first quarter of 2008 is DKK
178.8 million.

On the contrary, the shares which €ik holds in the two
larger share ownerships which are not consolidated in
the Group, SPRON and Atlantic Petroleum, have fallen
significantly to date. By 20 February the capital loss
for these shares was DKK 153.5 million.

No other events of significance for the 2007 annual
accounts have occurred after 31 December 2007.

€ilk Banki has not been involved in any significant
law suit ar arbitration procedures that are expected
to have a deterioration impact on the result, and ik
Banki has no knowledge of any such matters being
underway.

During the second half of the year, the financial costs
have increased considerably due to the instability on
the international financial markets. €ilk Banki has no
knowledge of passible trends, uncertainties, demands
obligations or events that could be expected to have a
negative impact on the prospects of Eik Banki.
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Mynd / Figure 4
Vekstur 1 lenargjaldingum / Increase in total wages
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Arligur vekstur / Yearly Increase

- — — Midalvakstur / Average increase
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utlit fyri 2008
Buskapargongd
Arini 2003-2005 var ein dvisur stigur T buskapinum,

medan framgongdin var raettiliga stor 12006 og 2007.

Mynd 4 visir gongdina T lenargjaldingunum.

BUskaparvaksturin 12006 og 2007 er grundadur 3
okt virksemi innan privatar teenastuvinnur, sum t.d.
sjoflutning, figging og trygging. €isini er munandi
vekstur innan byggivinnuna og almennar teenastur.
Harda kappingin millum peningastovnarnar i
Feoroyum fordi vid seer eitt l&eklkandi rentustedi

3 0tlanum 1 2006. Henda rentugongd, saman vid
oktu meguleikunum fyri longri afturgjaldstio av
sethdsalanum, hevdi beinleidis avirkan a nytslu og
flegur hja hisarhaldunum eins og a sethdsaprisirnar,
i0 haelklkadu munandi 1 2006.

Byggivirksemid og vinnuligt virksemi alktust eisini av
hesi orsolk. Arini 2006 og 2007 voru eisini merkkt av
nogvum kapitaliseringum fra selu av fyritekum, undir
hesum sela av skipum vid tilhoyrandi kvotum. 2007
hevur eisini verid merlkt av ektum innlansrentum.
Samanlagt hava hesi vidurskifti verid vio til at stimbra
bUskapargongdina badi1 2006 og 2007.

Feroyar hava seinastu arini havt rimiliga javnvag 3
leypandi postum & gjaldsjavnanum. I 2007 verdur

2007

Outloolk for 2008

Prospects for 2008

From 2003 to 2005, there was some stagnation in
the economy, while 2006 and 2007 were character-
ised by significant growth. The course in payment of
wages is illustrated in figure 4.

The economic growth in 2006 and 2007 is based on
increased activity in the private service industry, such
3s shipping, financing and insurance. Furthermore,
there has been a considerable growth in the building
industry and public services. In 2006, increased
competition between Faroese banks lead to a
decrease in the interest rate level, on lending.The
course of the interest rate combined with multiple
new paossibilities for longer pay-back periods on
mortgage loans, directly influenced consumption and
household investments, as well as housing prices,
that increased considerably in 2006.

The constructionbuilding industry and commercial
trading also increased for the same reason. 2006 and
2007 were also characterised by heavy capitalisation
originating from company sales, among these were
vessel sales with quotas as part of the trades. 2007
has also been characterised by higher interest rates
on deposits. Altogether, these developments have
helped boost the economic progress in bath 2006 and
2007.
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to helst eitt gjaldsjavnahall uppa uml. 600 mio.

kr. Feroyar hava to framvegis eitt raettiliga stort
nettotilgddahavandi matvegis Utlandinum - um

2.5 mia. kr., svarandi til 21% av BTU. Stedan hja
Landskassanum er somuleidis go6. Nettoognin er vid
arsenda 2007 1,5 mia. kr., og er hetta ein vakstur
uppa 29% 1 mun til somu tid 1 2006. Nettoognin svarar
til 12% av BTU.

Arbeidsloysid er sera 13gt, um 1,3%. Hetta hevur vid
szer nattarligar avmarkingar fyri vakstri komandi
tidina. Abendingar eru um kostnadarhakking 12007, t
pristalsveksturin er haegri enn 12006, og lenartrystid er
eisini olkt. Brokarapristalio vaks soleidis 5,8% fra fjorda
arsfjoroingi 2006 til fjorda arsfjording 2007. Gerst
moeguligt at faa arbeidsmegi uttanifra, kann vaeksturin
halda fram. Hendir tad ikki, verdur buskaparveksturin
helst kavdur av haaklkandi kostnadarstedi og harvid
versnandi kappingarferi. Buskaparvaeksturin verdur
eisini la2gri, um almennu myndugleikarnir velja at loysa
trupulleikarnar vid haklkandi kostnadarstedinum vid
at fora ein talmandi figgjarpolitikk heldur enn at Iata
arbeidsmarknadin upp.

Tiskil eru Gtlitini fyri framhaldandi buskaparvekstri 1
Feoroyum treytadi av, um tad fer at bera til at akja um
Utbooid av arbeidsmegi 1 Feroyum ella iklki.

€ilk Banki hevur hildid fast vid og styrikt sina stedu

3 foroyska marknadinum munandi farna arid,

bzedi t1 hann hevur klarad seg vael 1 kappingini 3
marknadinum, og ti €ik 1 desember 2007 keypti
virksemid hja Kaupthing Bank i Feroyum. Vid
keypinum alktist vinnuligi marknadarparturin hja Eikk 1
Feoroyum til omanfyri 50%. Privati marknadarparturin
er eisini omanfyri 50%. Veksturin hja €ik 1 Feroyum
veentast ti at bliva Iakari 12008 enn12007.

Utlitini fyri danska buskapin 12008 eru ilkki 6lilk
Otlitunum fyri feroyskka buskapin 2008. Danski
bUskapurin er 3 einum kapasitetmarki og merkir ti eitt
kostnadartryst, sum er vio til at gera kappingarferid
veilkari. Vakstrarmeguleikarnir eru tiskil tengdir at
meguleikunum fyri at haklka kapasitetmarkio vid t.d.

In recent years, the Faroe Islands have maintained a
reasonable balance on the balance of payments ac-
counts. The balance of payments in 2007 is, however,
estimated to be approximately DKIK 600 million.
Despite this course in the balance of payments, the
Faroe Islands maintain a considerable net balance
3against foreign countries - approximately DKK 2.5 bil-
lion, corresponding to 21 percent of GDP. The Faroese
Exchequer is also doing well. Net assets by year-end
is DKK 1.5 billions which is an increase of 29 percent
compared to the same period in 2006. Net assets are
12 percent of GDP.

Unemployment is very low, approximately 1.3 per-
cent, implying that there are natural limitations for
growth in the near future. There are indications that
we may experience increasing cost levels in 2007, as
the increase in the price index is higher than in 2006
and the salary pressure is high also. The CPI increased
by 5.8 percent from 4 quarter 2006 to 4 quarter
2007. Growth might continue if the possibility for
import of labour becomes a reality. The growth might
continue, if it becomes possible to import Iabour from
abroad. If not, we might expect that financial growth
is suffocated by higher cost levels and subsequently
followed by a decreased competitiveness. The eco-
nomic growth will likewise decrease if the public
authaorities choose to solve the problems of higher
costs by a policy of budgetary austerity.

The outlook for continued growth in the Faroese econ-
omy depends on whether or not it will be possible to
increase the labour force on the Faroe Islands.

€ilk Banki has maintained and strengthened its posi-
tion in the Faroese market during the past year, partly
because it has become even more competitive, and
partly because Eik Banki in December 2007 acquired
Kaupthing Bank's Faroese operation. With the acquisi-
tion, the commercial market share of €ik Banki on the
Faroe Islands increased to over 50 percent. The retail
market share is also above 50 percent.

Therefaore, itis likely that €ik Banki will experience
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oktum innflutingi av arbeidsmegi. Samstundis hava
hosaprisirnir verid fallandi. Samanumtikid meta vit to
framhaldandi, at danski buskapurin er veel fyri og at
tad framvegis er meguleiki hja €ik at valkksa 3 danska
marknadinum, héast veksturin vantast at gerast
meira avmarkaour T mun til arini frammanundan.

Rentugongdin

Fram moti arsskiftinum gjerdist alt meira greitt, at
kreppan a ib0darmarknadinum 1 USA, kredittikreppan
3 figgjarmarknadunum og methegi oljuprisurin hava
fingid nogv sterri neilig arin 3 amerikanska buskapin
enn fyrr roknad var vid. Arbeidsloysid er haekikandi, og
alitishagtel, b=di fyri vinnu og vanliga brakaran, eru
fallandi.

Sannlikindini fyri, at stigur kemur 1 amerikanska
bUskapin eru ekt n6gv. Amerikanski tjodbankin hevur
viourkent steduna og hevur l&kkad leidandi rentuna
vid 2,25 prosentstigum sidani september i fjor. Bara 1
januartar er rentan lz2kkad vid 1,25 prosentstigum.
HeimsbUskapurin sum heild hevur tad té framhaldandi
gott. Krumtappurin er framhaldandi hegur vakstur
serliga Tlondunum 1 fjareystri. Litil ivi tylkist to6 vera
um, at stedan 1USA sum fra lidur fer at merkjast 1
heimsbUskapinum.

Trystio a Evropeiska Meginbankan um at laekka
leidandi rentuna er okt munandi T seinastuni. Hoast
voksturin T evropeiska buskapinum er lutfalsliga
hegur, er vandi fyri, at stedan 1 USA saman vid
trupulleikunum g figgjarmarknadunum komandi
halvarid av alvara fer at merkjast 1 Evropa.
Prisvaksturin 3 evropeiska bUskapinum, sum liggur
vael omanfyri 2%, er to ein stor fording fyri eini
rentulaekking 1 braedi. T veentast, at eitt halvt ar man
ganga, aorenn ein megulig rentulakking 1 Evropa
gerst veruleiki.

Otlitini 2008

Foroyski og danski baskapirnir eru sterkir og
grundleggjandi sunnir, 0g teir hava synt storan
bUskaparligan vekstur seinnu arini. Men sera
|I3ga arbeidsloysiod T letuni og storu dvissurnar a

less growth in the Faroese market in 2008 than in
2007.

The outlook for the Danish economy in 2008 is similar
to the outlook for the Faroese economy in 2008. The
Danish economy is close to a capacity limit, signifying
3 pressure on prices that contributes to weakening
the competitiveness. Growth is therefore dependent
on the possibility of increasing the margin for the ca-
pacity limit for instance by the importing of Iabour. At
the same time, housing prices have fallen. Overall, we
still think that the Danish economy is doing well and it
is still possible for the €ik Group to achieve growth in
the Danish Market, although it might be limited when
compared to previous years.

Interest Rate Outlook

Towards the end of the year it became clear that the
crisis on the housing market in the USA, the credit
crisis in the financial markets and record breaking oil
prices have had a much greater negative impact on
the American economy than previously assumed. Un-
employmentis increasing, and confidence figures for
both the industry and consumer are decreasing.

There is also an increased possibility that the Ameri-
can economy is heading for a recession. The Federal
Reserve sensed the seriousness of the situation and
has cut interest rates on several occasions, by 3 total
of 2.25 percent, since September 2007. In January
alone, the interest was cut by 1.25 percentage points.
However, the world economy as a whole continues to
do well. The trend still points towards considerable
growth, especially in countries in the Far €ast. How-
ever, there is little doubt that the situation in the USA
will eventually have an affect on the world economy.

The pressure for the European Central Bank to cut
the interest rates has increased considerably during
the last months. Despite the growth in the European
economy being relatively high, there is the possibility
that the situation in the USA combined with problems
in the financial markets will affect Europe in the
coming six months. The inflation rate in the European
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Eik 2’5

figgjarmarknadunum fara helst at talma vekstrinum
12008. Kortini verdur mett, at Gtlitini 3 badum
marknadunum eru good. Eik Banki vantar tiskil ein
avmarkaodan vekstur 3 badum marknadum.

Vid stedi Thesum metir Eik-samtakid, at Orslitid
adrenn virdisjavnan, burturleggingar og skatt verdur
335 mio. kr. moti 310 mid. kr.12007.

economy is well above 2 percent and is a consider-
able hindrance to interest rate cuts in the near future.
Therefore we do not expect any interest rate cuts in
Europe before in the second half of 2008.

Outlook for 2008

The Faroese and Danish economies are strong and
fundamentally healthy, and in recent years, the
economies have been characterised by high economic
growth. However, currently low unemployment and
great uncertainties on the financial markets can put a
restrain on growth in 2008.

Nevertheless, the outlook on both markets is con-
sidered good. €ik Banki, therefore, expects limited
growth on both markets.

Based on the above the €ik Group estimates that the
result before valueadjustment, provision for losses
and taxes will be DKIK 335 million compared to DKK
310in 2007.
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Partabrovi €ikk

Val til umbodsrad fer fram millum partaeigararnar
fjorda hvert ar. Seinasta val var 1 2004, neestu ferd
verdur fyrsta arsfjording 12008. Partaeigararnir hava
ikli atkveoduraett 3 adalfundinum.

Harafturat hava partaeigarar, sum eiga 1 minsta lagi
eitt prosent av partapeninginum, reett til at dtnevna
egnan umbodsradslim. Atkveduvelktin hjg hesum
umboodsradslimum kann 1 mesta lagi verda 2,5% av
samladu atkvedunum hjd umbodsradslimunum, id
umboda umbodsdemini.

Somuleidis er asett 1 vidtakunum, at eingin annar
partaeigari enn Eilkk Grunnurin kann eiga meira enn
10% av partapeninginum T Eik Banka.

Borsskraseting

€ilk Banki vard baersskrasettur 11. juli 2007. Uppruna-
liga var =tlanin bert at skraseta bankan 3 VMF
Marknadinum 8 OMX Nordic Exchange TIslandi,

men fyri at roklka fleiri shugadum Tleggjarum og

fyri at studla undir vaksandi virksemid a danska
marknadinum tok nevndin T €ikk Banka seinast 1 april
2007 avgerd um at tviskraseta bankan 3 virdisbraeva-
marknadunum T Keypmannahavn og 1 Islandi.

Sjalv bersskrasetingin vard 0t-, sjon- og netvarpad
beinleidis, og soleidis hevdu flest oll meguleilka at
fylgja barsskrasetingini.

Byti av partaeigarum

€ilk Banki hevdi vid arsenda 10.728 navnaskrasettar
partaeigarar 1 26 londum. Hetta er ein vakstur uppa

869 partaeigarar ella 8,8 % samanborid vid arsenda
2006.

92,4% eru navnaskrasettir partaeigarar, medan 7,6%
eru ikki navnaskrasettir.

Vid arsenda var bert ein partaeigari, id hevoi frabodad,
at hann atti meira enn 5% av partapeninginum. Hetta
er Eik Grunnurin, id vid arsenda eigur 51,8%.

The €ilkk share

Every fourth year, shareholders elect members to
the Board of Representatives, which constitutes the
General Meeting. The next election will be held in
2008. The shareholders do not hold voting rights at
the General Meeting.

Shareholders, holding one percent or more of the
share capital, are also entitled to appoint one member
to the Board of Representatives. The number of

votes for this member may, however, not exceed 2.5
percent of the votes in the Board of Representatives.

Furthermore, the Articles of Association state that no
other sharehalder than Eik Grunnurin may hold more
than 10 percent of the share capital of €ik Banki.

Listing on the Stock Exchange

€ilk Banki was listed on 11 July 2007. Originally, the
intention was to list €ik Banki on the VMF market of
the OMX Nordic Exchange Iceland, only. However, in
order to reach a Iarger group of potential investars,
and to support the growing activities on the Danish
market, the Board of Directors decided in April
2007 that ik Banki was to be listed on OMX Nordic
Exchange in Copenhagen, as well as in Iceland.

The listing ceremony was broadcasted live on radio,
television and the internet, providing as many

3s possible, the opportunity to follow the listing
ceremany.

Shareholders by Distribution

At year-end 2007, Eikk Banki had 10,728 registered
shareholders in 26 countries. This is an increase of
869 shareholders or 8.8 percent compared to year-
end 2006.

92.4 percent are registered in the holder's name,
while 7.6 percent are not registered by name.

At year-end 2007, only one sharehalder, the Eik Grun-
nurin, had informed €ik Banki that its share capital
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Tal 3 partabrovum / Partabrev/ 1% av partapeningi/  Tal 8 partaeigarum/ 1% av partaeigarum/
No. of shares No. of shares in % share capital No. of share holders in % of share holders
1-999 798.379 9,82% 10.695 99,69%
1.000 - 9.999 468.013 5,76% 11 0,10%
10.000 - 99.999 318.137 391% 15 0,14%
100.000 < 5.763.852 70,90% 6 0,06%
€gin partabrov /

Own shares 165.548 2,04% 1 0,01%
Navnaskrasettialt/

Total registered 7.513.929 92,43% 10.728 100,00%
Ikli navnaskrasett /

Unregistered 615.345 7.57%

Ialt / Total 8.129.274 100,00%

Av ti samlada partapeninginum, iroknad Eilkk Grunnin
0g egin partabrov, eru umleid 74% ogn hja feroyskum
fleggjarum og 19% a Utlendskum hondum. Restina
7% eiga ikii navnagivnir partaeigarar, st mynd 5.
Meginparturin av Gtlendsku partaeigarunum eru
danskir (11%) og islendskir (7%). Fleiri av Gtlendsku
partaeigarunum eiga millum 1-5%, og er hetta tekin
um, at 0tlendskir fleggjarar eru ahugadir 1 Eikk parta-
bravinum.

Mynd

exceeded five percent. At year-end, The €ik Grunnurin
held 51.8 percent of the shares in €ik Banki.

Of the total share capital, the €ik Grunnurin included,
approximately 74 percent is held by Faroese inves-
tors and 19 percent is held by foreign investors. The
majority of the foreign shareholders are Danish and
Icelandic, holding 11 percentand 7 percent, respec-
tively, of the total share capital. The remainder are

/ Figure 5

Partaeigarar byttir 3 lond /7 Shareholders by countries
31. desember 2007

Ikki navnaskrasett / Unregistrered 7%

Onnur lond 1%\
Nordurlond 7%

Danmark 11% —

s
Feroyar / Faroe Islands 20%

€gin partabrov / Own shar

— Eik Grunnurin
(Feroyar / Faroe Islands) 52%

I

es (Feroyar / Faroe Islands) 2%
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Kursgongd og samanbering

Sidani bersskrasetingina 11. juli hava altjoda
partabraavamarknadirnir verid reettiliga neiligir, og
hetta hevur serliga ralkt figgjarlig partabrav, og fram
til arsskiftid er Eikk partabraevid l2kikad vid 30% sidani
barsskrasetingina. Kursurin 3 Eik-partabravinum var
520 vid arsenda 2007, svarandi til eitt marknadarvirdi
uppa 4,2 mia. kr.

Samanborid vid visital fyri danskar peningastovnar og
visital fyri islendskar peningastovnar og samanborid
vid midalstarar danskar peningastovnar er gongdin
3aleid tann sama. Danska visitalid er ikki fallid so nogy,
0g kemst hetta serliga av, at telini fyri sterru donsku
peningastovnarnar, sum velkta nogv 1 visitalinum,

ikiki eru follin eins négv og talini fyri teir smaerru og
midalstoru peningastovnarnar.

Midal umsetningurin pr. dag 1 €ik partabrevum hevur
12007 verid umleid 5900 partabraev svarandi til 3,8
mio. kr.

owned by unregistered sharehalders, figure 5. Several
of the foreign sharehalders haold 1-5 percent, which

is an indication of the considerable interest in the Eik
share amang foreign investars.

Share Price and Comparison

Since the listing on 11 July, the international stock
markets have been under pressure. This has affected
financial shares in particular, and consequently, by
year-end, the Eik share had dropped 30 percent. The
price of the €ik share at year-end 2007 was 520, cor-
responding to a market value of DKK 4.2 billion.

Compared to the index for Danish financial institu-
tions, Icelandic financial institutions and medium size
Danish financial institutions, the development of the
€ilk share is very similar to that of others. The Danish
index has not suffered as Iarge a drop, mainly because
the larger Danish financial institutions that make up a
significant portion of the index have not been affected
in the same way as the medium size and smaller size
Danish financial institutions.

Mynd / Figure 6
Kursgongd hja €ik og javnlikar / The trend in the €ik share and peers

€ilk Banki P/F

Danskir peningastovnar /

1o \/\
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Vinningsbyti

Nevndin telkkur 3 hverjum ari avgerd um vinningsbyti,
kapitalviourskifti v.m., og skjytur hetta upp fyri
adalfundinum. Vinnningsbytid verdur tillagad eftir
umstedunum, men Eik ynskir sum meginreglu

at veita eitt stedugt vinningsbyti ar um ar. Sidani

Average daily turnover of the €ik share in 2007 were
approximately 5900 shares, corresponding to DKK 3.8
million.

Dividend Policy
Every year, the Board of Directors decides on divi-
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umleggingina hevur €ik rindad 5 kr. fyri hvert
partabraev 1 vinningsbyti arliga, undantikid 2003,

t3 einki vinningsbyti vard Iatid. Fyri 2007 skjytur
nevndin upp, at vinningsbytid verdur 10 kr. fyri hvert
partabraev svarandi til 20,6% av arsorslitinum moti
14,2%12006.

€ilkk hevur ikki skipad afturkeyp av egnum
partabrevum, men nevndin hevur fram til
komandi adalfund heimild at keypa upp til 10% av
partapeninginum.

Kapitalhakking

Partapeningurin T €ik Banka vard hakkadur

T sambandi vid keypid av danska partinum

av SkandiaBanken A/S. Kapitalhakkingin for

fram 1 tidarskeidinum 21. juni = 5. juli 2007 vid
fortekningarraetti til verandi partaeigarar. Ahugin
fyri kapitalhakkingini var storur, og ti vard hon
fullteknad. Haekkingin var 101,6 mid. kr. nominelt til
kurs 575, svarandi til eitt kursvirdi uppa 584,3 mio.
kr. Eftir haakkingina er partapeningurin nU 3ljodandi
812,9 mid. kr.

€ginpeningurin er ektur 0,9 mia. kr. 0r 1,2 mia. Kkr. vid
arsbyrjan upp 12,1 mia. kr. vid arsenda.

Investor Relations

Opinleiki og gjegnumskygni eru tydandi fortreytir fyri
at skapa og vidlikahalda god sambond vid Tleggjarar,
greinarar 0.0. Sum barsskrasett fyritaka vil Eilk Banki
tryggja, at teir ymsu partarnir 8 marknadinum faa
regluliga og javnbjodis atgongd til raettvisandi og
noktandi vitan um Eik-samtakid, vid virding fyri
teimum krevum, id 16gin asetur.

Bankin leggur t1 stéran dent 8 Investor Relations,

i0 sipar beinleidis til vidurskiftini vid meguligar
fleggjarar, partaeigarar 0.0., id nattorliga hava ahuga
fyri vidurskiftum 1 €ikk.

€ilkk Banki er partur av visitalinum MidCap+ 3 danska
virdisbraevamarknadinum, og tad ber 1 saer, at bankin
m.a. bindur seg til at senda 1 minsta Iagi tvey webcast,

dends, capital structure etc. and makes proposals
regarding these issues at the annual General Meeting.
Dividend is distributed according to the given circum-
stances. €ik Bank, however, strives to distribute a
steady yearly dividend. Since the re-structuring, €ikk
Banki has distributed a 5 percent dividend each year
except in 2003 when no dividend was distributed. In
2007, the Board proposes a dividend of DKK 10 per
share, corresponding to 20.6 percent of the result,
3gainst 14.2 percent in 2006.

€ilk Banki has no systematic procedures for the re-pur-
chasing of own shares. However, the Board of Direc-
tors is entitled to buy 10 percent of the shares.

Capital Increase

The share capital of €ikk Bank was increased in con-
nection with the danish division of SkandiaBanken
A/S. The capital increase was carried out during

the period from 21 June to 5 July 2007. Current
shareholders had pre-emptive rights. The interest in
the capital increase was significant, and therefore it
was fully subscribed. The capital increase amounted
to nominal DKK 101.6 million at a price of DKK 575,
which is consistent with a market value of DKK 584.3
million. After the capital increase the share capital is
nominal DKK 812.9 million.

€quity has increased by DKK 0,9 billion, from 1.2 bil-
lion at the beginning of the year to DKK 2.1 billion at
year-end 2007.

Investor Relations

Openness and transparency are considered essential
when creating and maintaining good relations with
investors, analysts etc. As a listed company, Eikk Banki
P/F wishes to ensure that correct and adequate
information about the Eikk Group is made available to
all interested parties simultaneously, regularly and
consistently, however, at the same time honouring all
legal requirements

Therefore, €ik Banki puts great emphasis on Investor
Relations, which refers directly to the relations with

29
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tvs. videoinnsleg 3 internetinum, hvert halvar. €ik
hevur valt at senda webcast, ta roknskapir verda
almannakunngjerdir. Hesi webcast verda gjerd 3

foroyskum, enskum og donskum.

Heimasioan www.eilk.fo/ir er mest tydandi parturin
av IR-virkseminum hja Eik. A heimasiduni verda allar
upplysingar, id hava tydning fyri partaeigarar og onnur
3hugad, savnadar saman 3 ein hatt, id skapar yvirlit.

Upplysingarnar eru talkar a feroyskum og enskum mali.

Roknskapir sjey tey seinastu arini eru at finna 8
heimasiduni. Arsfjordingsroknskapir t6 bert fyri
2007. Eisini er yvirlit yvir bersfrabodanir 3 siduni.
Harumframt er m.a. hetta vid 8 heimasiouni:
figgjarkalendari, vidtekur, valreglur, prospekt og
kontaktupplysingar.

€ilkk hevur samstarv vid Tleggjarapartalin www.
euroland.com. Sattmalin vid Euroland ber 1 seaer,

at heimasidan hja €ik verdur stedugt dagferd vid
upplysingum um Eik-partabravid og um gongding
T €ik. A heimasi®uni ber til - uttan kostnad

- at samanbera partabrov 1 fyritekum tvertur um
marknadir og vinnugreinar.

Ileggjarasidurnar eru badi & feroyskum og enskum
mali og eru eitt sera hent ambod hja fleggjarum og
@drum ahugadum.

€isini ber avtalan vid Euroland T saer, at €ik kann bjoda
ollum ahugadum at faa nyggjasta partabraevakursin

3 Eik partabrevunum inn 3 fartelefonina. Vid hesum
hava folk altid atgongd til nyggjasta kursin og
kursgongdina, um tey bert hava fartelefon.

€ilkk hevur eisini samstarv vid svensku deildina av
altjoda fyritekuni Precision IR. Precision IR er bindilid
til fleggjarar, sum umvegis OMX Nordic Exchange hava
telknad hald uppa roknskapir og faa teir sendandi
beinleidis, ta teir verda almannakunngjerdir.

Mett verdur, at hesi tiltekini styrkja Investor
Relations-teenastuna hja €ik munandi.

investors, shareholders and others with an interest in
€ilk Banki.

€ilk Banki is part of the MidCap+ index on OMX Nordic
Exchange Copenhagen. This implies that €ilk Banki has
committed itself to issue at least two webcasts every
half year. €ik Banki has chosen also to broadcast web-
casts in connection to announcing its accounts. Three
versions of the webcasts are made, i.e. in Faroese,
€nglish and Danish.

The website www.eilkk.fo/ir is the most important
part of €ik Banki's Investor Relations activities. All
information that is considered relevant to investors
and shareholders is made available on the website, in
3 clear and coherent manner. The information is avail-
able in Faroese and €nglish.

Annual and biannual statements for the last seven
years are available on the website. The quarterly
statements for 2007 are also available on the web-
site. Furthermore, all stock exchange announcements
are available on the website. In addition, the follow-
ing can be found on the website: financial calendar,
Articles of Association for €ikk Banki P/F, Articles of
Association for the €ik Grunnurin, Election Rules for
€ilk Banki P/F, Prospectus, and contact information.

€ilk Banki cooperates with the investment site www.
euroland.com. The agreement between Eik Banki

and Euroland means that our website will be updated
regularly with the latest information about the €ik
Banki share and the Company in general. It is a useful
tool for investors and other interested parties, as it is
possible to compare shares across markets and indus-
tries, free of charge.

The investment information is available in Faroese as
well as English.Furthermore, the agreement means
that Eik Banki can offer all interested parties share
quates on their mobile phone. This means that people
have access to constant updates on the share price as
well as the possibility of getting charts of the share
price on their mobile phone.
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IR politikkur

€ilkk hevur ein IR politikk, id fyrst og fremst hevur

til endamals at tryggjs, at allir ahugabolkar faa
javnbjodis og samstundis atgongd til tydandi
upplysingar og upplysingar, id kunnu avirka kursin 3
€ik-partabrevunum. IR-politikkurin er soleidis m.a.
eitt alitisskapandi ambod hja bankanum.

IR-politikkurin asetur m.a. nagreiniliga, hvussu bankin
sendir Ut kursavirkandi upplysingar, og hvaer hevur
abyrgd av, at IR-ekid altid virkar so vael sum gjerligt
0g sambaert galdandi reglum.

Finn Danberg, undirstjori, er leidari fyri Investor
Relations 1 €ikk-samtakinum.

€ilk Banki also cooperates with the Swedish branch
of the international company, Precision IR. Precision
IR functions as a link for investors, who have made
3 subscription with OMX Nardic Exchange enabling
them to receive financial statements directly, when
they are announced.

We consider these developments to be important
steps in strengthening our Investor Relations services.

Investor Relations Policy

The Investor Relations policy of €ik Banki should
primarily ensure that all relevant information and
information that could affect the share price of €ik
Banki is made available to all interested parties simul-
taneously. The abject of the Investor Relations policy
is to ensure openness, transparency and trustin all Eik
Banki's activities.

The Investor Relations policy specifies how informa-
tion ligble to affect the share price is made public, and
who is responsible for the Investor Relations area
always being optimal and in accordance with legal
requirements.

Finn Danberg, Director, Group CFQ, is Head of Investor
Relations in the €ik Group.
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01/03-2007
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12-03-2007
30-03-2007
26-04-2007
03-05-2007
10-05-2007
25-05-2007

29-05-2007

14-06-2007
06-07-2007
10-07-2007
10-07-2007
16-07-2007
26-07-2007
07-08-2007
30-08-2007

24-09-2007

12-10-2007

25-10-2007

29-10-2007

12-11-2007

30-11-2007

11-12-2007

11-12-2007
28-12-2007

Viévikjandi

Figgjarkalendari 2007
Raoknskaparfrabodan

Arligur adalfundur 2007
Arsrolknskapur hja Eik Banlka P/F 2007
Arligur partaeigarafundur
Eftirstillad kapitalinnskot

Eilk Banki P/F tviskrasettur
Broyting 1 figgjarkalendara 2007
Urslit fyrsta arsfjorading 2007
€ilk Banki P/F dagferir bygnadin

Avtala um at keypa virksemid hja
SlkandiaBanken 1 Danmarlk
Treytir T sambandi vid kapitalhakkingina
Handil innanhysis

Kapitalhakking fult teknad

Handil innanhysis

Samanlegging av partabrevum
Halvarsroknskapur 2007

Privestor og Finansnyt verda keypt
Danski parturin av SkandiaBanken
keyptur

Avtala um at selja Bilpartin T
SlkandiaBanken til Banco Santander
Innkalling til eykaadalfundar

Fragreiding 1-3 arsfjording

Valreglur

Handil innanhysis

Bilparturin 1 SkandiaBanken verdur seldur

€ik Bank Danmark og SkandiaBanken
samanlagdir

Figgjarkalendari 2008

€ilk Banki P/F keypir Kaupthing 1
Feroyum

Borsfrabodanir 2007 / Stock Exchange Announcements 2007

Regarding

Financial Calendar 2007

Financial Announcement 2006

Annual General Meeting 2007

Annual Accounts of €ik Banki P/F 2007
Annual General Meeting of Sharehaolders
Subordinated Debt

Dual Listing of €ik Banki P/F

Change of Financial Calendar 2007
First Quarter Result 2007

€ilk Banki P/F Updates Company
Structure

Acquisition of SkandiaBankens activities
in Denmarlk

Details of Imminent Capital Increase
Insider Trade

Capital Increase Fully Subscribed
Insider Trade

Merging of Shares from Share Offering
Half Year Report 2007

Acquisition of Privestor and Finansnyt
Acquisition of SkandiaBanken A/S
Finalised

Autofinancing of SkandiaBanken sold to
Santander Group

Notice to convene Extraordinary General
Meeting

1-3 Quarter Report 2007

Election Rules

Insider Trading

Divestment of SkandiaBanken A/S™ Car
Finance and Leasing Division Finalised
Merger Completed

Financial Calender 2008
€ilk Banki P/F acquires Kaupthing Bank's
operation in the Faroe Islands
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Figgjarkalendari 2008
21. februar Arsroknskapur 2007

11. 3pril Adalfundur
24. april Roknskapur fyri fyrsta arsfjording 2008
24. juli Halvarsroknskapur 2008

24. oktober Roknskapur fyri tridja arsfjording 2008

Corporate Governance

Feroyar hava ikki tilmzeli um Corporate Governance
leidreglur, men nevndin T €ik Banka samtykti 2. mars
2007, sum lid 1 fyrireikingunum til bersskraseting a
VMF-Marknadinum, reglur um Corporate Goverance.
Nevndin tok stedi 1 reglunum, sum voru galdandi a
virdisbreevamarknadinum 1 Islandi (nG OMX Nordic
Exchange Iceland). Orsakin til at velja hesar reglur
var, at VMF-marknadurin er partur av islendska
virdisbraevamarknadinum.

Hin 26. april bodadi €ik fra, at Eik Banki eisini

slkuldi skrasetast 3 virdisbraevamarknadinum 1
Keypmannahavn. Islendsku og donsku tilmaelini um
Corporate Governance byggja 8 somu grundhugsjon,
men avisur munur er.

Nevndin 1 €ik Banlka hevur tikid stedi iislendsku
reglunum og fylgir flestu tilmaelunum. I teimum
forum, bankin ikki ger tad, eru orsekirnar greinadar
samsvarandi grundregluni um "Comply or

Explain".

Corporate Governance reglurnar fyri €ik Banka eru 1
atta greinum:

Skylda

Reglur um arbeidsgongd
Kunningarskylda motvegis nevndini
Eftirmeting av nevndararbeidinum
Oheftir nevndarlimir

S

Aseting av 6heftni nevndarlimsins av
felagnum

Undirnevndir

8. Skipan av keypsraetti til virdisbrov

Financial Calendar 2008

21/02/2008 Annual Report 2007
11/04/2008 General Meeting
24/04/2008 First Quarter Report 2008
24/07/2008 Half Year Report 2008
24/10/2008 Nine Month Report 2008

Corporate Governance

The Faroe Islands do not have recommendations on
Corporate Governance, but in connection with the
preparations for listing Eikk Banki on VMF the Board

of Directors of €ik Banki on 2 March 2007 approved
rules on Corporate Governance that comply with such
recommendations in Iceland. The reason for choosing
these rules is that the VMF is part of the OMX Nordic
Exchange Iceland.

On 26 April 2007, it was announced that €ik Banki
would also be listed on OMX the Nordic Exchange
Copenhagen. The Icelandic and Danish recommenda-
tions on Corporate Governance are based on the same
fundamental principals, however, with some small
divergences.

The Board of €ik Banki has adopted rules that are
based on the rules in Iceland and most recommenda-
tions are followed. When Eik Banki does not follow
the recommendations, the reasons are outlines in ac-
cordance with the condition of "Comply or Explain".

The Corporate Governance rules of Eilk Banki include
stipulations on:

1. Responsibilities

2. Rules of procedure of the Board of Directors

3. Obligation to inform the Board of Directors

4. Evaluation of performance

5. Independent board members

6. Stipulations on the board members' independence
of the company

7. Subcommittees of the Board of Directors

8. Arrangement regarding share options in Eikk Banki
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Skylda

Allir einstaklingar, valdir sum nevndarlimir, skulu hava
neyouga ferleikan til tess at vera forir fyri at rekja
sinar skyldur sum nevndarlimir, og skulu harafturat
kunna seta neydugu tidina av til slikar skyldur. Tad

er umradandi, at limir eru vitandi um, hvarjar skyldur
nevndarsessurin krevur.

Sambeert galdandi I6g fyri peningastovnar er tad ein
treyt fyri at vera nevndarlimur, at vidkomandi verdur
mettur "fit and proper" av danska Figgjareftirlitinum.

Formansslkapurin kann samskifta vid umbodsdemini
um val av nevndarlimum. Endamalid er at tryggjs, at
nevndarlimur hevur neyduga ferleikan og tidina at
rolja sinar skyldur sum nevndarlimur.

Reglur um arbeidsgongd
Nevndin skal hava skrivliga starvsskipan, har leiklutur
nevndarinnar og verksetan av hesum leikluti er 3sett.

Nevndin metir, at verandi starvsskipan fyri nevndina
Iykur hesar treytir.

Kunningarskylda yvir fyri nevndini
Til tess at rokja sinar skyldur, er tad umradandi, at
stjornin veitir nevndini regluliga kunning. Hvussu 0g 1

hverjum liki slik kunning fer fram, eigur at verda asett.

Nevndin metir at verandi § 70 instruks til stjornina
Iykur hesar treytir.

Eftirmeting av nevndararbeidinum

Nevndin hevur T minsta lagi 10 regluligar nevndar-
fundir arliga, og annars kemur nevndin saman so ofta
sum neyougt.

Nevndin eigur so vitt meguligt regluliga at eftirmeta
egid avrik, egnar arbeidsgongdir og arbeidshatt,
umframt avrikid hja felagnum. Um nevndin metir tad
hoskandi, verdur hetta gjert vid studli fra uttanhysis
serkunnleika.

Formansslkapurin eftirmetir avrilk hja nevndini, og

Responsibilities

Upon appointment, each member of the Board of
Directors must possess the necessary qualification to
serve a8s 3 member of the Board of Directors. In ad-
dition, each member must be able to allocate enough
time to serve as a member of the Board of Directors.
Itis important that the board members are aware of
the obligation that comes with being 3 member of the
Board of Directors.

In accordance with the law on financial institutions all
members of the Board of Directors must be approved
by the Danish Financial Supervisory Authority as being
fit and proper.

The Chairmanship can communicate with the repre-
sentative districts regarding the election of members
to the Board of Directors. The purpose is to ensure
that the board members have the necessary qualifica-
tion and time to serve as 3 member of the Board of
Directors.

Rules of procedure of the Board of Directors

The Board of Directors shall Iay down rules of proce-
dure governing the implementation of its duties and
the role of the board.

It is the assessment of the Board of Directors that the
current rules of procedure fulfill these requirements.

Obligation to inform the Board of Directors

In order to fulfil its duties it is of importance that the
Board of Directors is informed by the Management
on a regular basis. It should be stipulated how and in
which form this is done.

It is the assessment of the Board of Directors that the
current § 70 instruction to the Management fulfills
these requirements.

Evaluation of Performance

The Board of Directors meets regularly, at least 10
times a year, or as and when required.

The Board of Directors should adopt formal proce-
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nevndin eftirmetir egid avrilk, egnar arbeidsgongdir,
egnan arbeidshatt umframt avrikio hja Eikk Banka
P/F. Eftirmetingin skal gerast minst eina ferd arliga,
annars eftir torvi.

Nevndin hevur gjegnumfoert skemalagda eftirmeting
av nevnd, stjorn og samstarvinum 1 2007. Urslitid av
hesum erTjanuar 2008 gjegnumgingid a nevndarfundi
av formanninum og vid personligari samredu vid
einstolku nevndar- og stjornarlimirnar.

Oheftir nevndarlimir

Meirlutin av nevndarlimunum eigur so vitt gjerligt at
vera oheftur av felagnum og harafturat eiga, so vitt
gjorligt, T minsta Iagi tveir av nevndarlimunum at vera
oheftir av sterri partaeigarum 1 felagnum.

Meirlutin av nevndarlimum eru 6heftir av felagnum,
men ikki av E€ik Grunninum, sum er stersti partaeigari
1 €ik Banka. Nevndin metir t6, at hetta ikki er ein
trupulleiki T letuni, s=d T mun til endamalsgreinina hja
grunninum, og at grunnurin er sjalveigandi.

Aseting av 6heftni nevndarlimsins av felagnum
Nevndin metir sjalv um, hvert nevndarlimur er
oheftur av felagnum og greidir fra nidurstedu sini 1
arsfragreiding felagsins.

NevndinT Eilk Banka hevur 11 nevndarlimir, og
aldursmark fyri at sita 1 nevndini er 70 ar.

7 nevndarlimir verda valdir av adalfundinum fyri
fyra ar1senn vid maeguleika fyri afturvali. Valskeidini
eru forskotin, soleidis at 3 hvaerjum ari verda tveir
nevndarlimir valdir undantikio fjordoahvert ar, ta bert
ein nevndarlimur verdur valdur.

Starvsfolkini velja 4 nevndarlimir fyri fyra ar 1 senn.
Val av nevndarlimum millum starvsfolkini fer fram
sambeert galdandi I6ggavu um hetta.

A adalfundinum 11. april 2008 standa tveir adalfund-
arvaldir nevndarlimir fyri vali: 0dd A. Bjellvag, naestfor-
maour, og Petur Hammer. Somuleidis standa all

dures for evaluating its performance, procedures and
working methods, as well as the performance of the
Company on 3 regular basis. If the Board of Directors
deems it necessary this can be done using external
expertise.

The Chairmanship evaluates the performance of the
Board of Directors, and the board evaluates its per-
formance, procedures and working methods, as well
3s the performance of the Company. The evaluation
should be made at least once 3 year or after
demand.

The Board of Directors has made an assessment of
the board, the Management and the working relation-
ship in 2007. The Chairman went aver the results of
this assessment at a board meeting in January 2008.
Interviews were also made with the individual board
members and members of the management

Independent Board Members

The majority of the members of the Board of Direc-
tors should, as far as possible, be independent of the
company and in addition at least two of the board
members should be independent of large sharehold-
ersin Eik Banki P/F.

The majority of the members of the Board of Directors
are independent of €ik Banki, but not independent of
the Eik Grunnurin, which is the largest shareholder in
€ilk Banki. The Board of Directors of Eilk Banki does not
consider this 3 problem considering the operations
and the independency of the Eik Grunnurin.

Stipulations on the board members'

independence of the Company

The Board of Directors makes an assessment of
whether the individual board members are indepen-
dent of the Company. A conclusion on this is reported
in the Annual Report.

The Board of Directors consists of 11 members. Mem-
bers of the Board of Directors shall retire when they
reach the age of 70.

35



36

Eilkk

Arsfragreiding 2007 / Annual Report 2007

starvsfolikaumbaodini T nevndini fyri vali 12008.

Nevndin er ssmd um, at adalfundarvaldu nevndar-
limirnir eru 6heftir av €ik Banka P/F.

Undirnevndir

Fyri at faa sum mest burtur Gr arbeidinum hja
nevndini, kann tad vera héskandi at seta undirnevndir.
Nevndin velur sinamillum limir og formenn at taka lut
Tog leida nevndirnar. Arsfragreidingin eigur at upplysa
nevnini T hverjari einstalkkari undirnevnd.

Nevndin hevur sett eina samsyningarnevnd, men
hevur hinvegin mett, at tervur ikki er 3 eini grann-
slkkadanarnevnd.

Samsyningarnevndin er mannad vid formans-
skapinum og einum nevndarlimi. Nevndin verdur
skipad 1 sambandi vid skipan av nevndini 1 Eikk Banka.

Limir 1 samsyningarnevndini eru T latuni Frithleif Olsen,
0dd A. Bjellvag og Mathea €. Hilduberg, i0 oll eru 6heft
av felagnum.

Skipan vid keypsreetti til virdisbrov

I sambandi vid tillutan av partabraevaoptionum eiga
heovudsasetingarnar hesum vidvikjandi at verda lagdar
fyri adalfundin til godkenningar.

€ilk Banki hevur ikki tillutad partabravaoptionir.

Bankin hevur té vid virknadi fra 1. januar 2007 tikid 1
nytslu eina avrikslenarskipan fyri stjorn og starvsfolk
1 Eik Banka.

Nevndin hevur harumframt, ssmbaert grein 3, stk

2 Tvidtekunum, heimild fram til 1. oktober 2012 at
hakika partapeningin T einum ella fleiri umferum,

vid samanlagt aljodandi kr. 10.000.000 at bjoda 0t
millum starvsfalk og / ella stjornarlimir 1 felagnum
og/ella tess dottirfelegum, til ein av nevndini asettan
Kkurs.

Nevndin hevur higartil ikki nytt hesa heimild.

Seven members of the Board of Directors are elected
by the General Meeting for a term of four years, with
the eligibility for re-election. The General Meeting
elects two members to the Board of Directors every
vear, except every four years when only one member
is elected.

The employees of Eik Banki elect four employee direc-
tors to serve as members of the Board of Directors.
The employee directors are elected as prescribed by
legislation.

At the annual General Meeting on 11 April 2008, 0dd
A. Bjellvag, Deputy Chairman, and Petur Hammer are
up for re-election.

All of the employee directors are up for re-election in
2008.

The Board of Directors has agreed that all members
elected by the General Meeting must be independent
of Eilk Banki.

Subcommittees of the Board of Directors

To make the work of the Board of Directors as ef-
ficient as possible it can be necessary to appoint
subcommittees. The Board of Directors elects the
members and chairperson of the subcommittees. The
names of the members of each subcommittee should
3ppear in the Annual Report.

The board has appointed a remuneration committee.
It has not been considered necessary to appoint an
audit committee.

The remuneration committee consists of the Chair-
manship and one member of the Board of Directors.
The subcommittee elects its own Chairperson and
Vice-Chairperson at the first board meeting after the
General Meeting.

Currently the members of the remuneration com-
mittee are Frithleif Olsen, Odd Bjellvag and Mathea




Eilkk

Arsfragreiding 2007 / Annual Report 2007

Hilduberg, which are all considered independent of €ik
Banki P/F.

Arrangement Regarding Share Options

In connection with the allocation of share options
the main conditions for this shall be submitted to the
General Meeting for approval.

Currently there are no stipulations on allocation of op-
tions on the Company's shares.

With effect as of 1 January 2007 €ik Banki introduced
an incentive scheme for its management and employ-
ees.

According to Article 3.2 in the Articles of Association
of €ik Banki P/F the Board of Directors shall, until 1
October 2012, be authorised to increase the share
capital by one or more issues to a denomination

of DKIK 10,000,000 in total to be offered to staff
members and members of the Management of the
Company and/or the Company's subsidiaries at a price
fixed by the Board of Directors.

Originally, the authorisation also covered the mem-
bers of the Board of Directors, but the Article was
changed at the Extraordinary General Meeting on 25
January 2008 so that board members are no longer
mentioned in Article 3.2
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Vadastyring

€ilk Banki leggur storan dent 3 vadastyring, id

hevur stéran tydning fyri Orslitid, figgjarligu

steduna og vakstrarmeguleikarnar. Teir vadar, id €ik
ynskir at styra, eru kredittvadin, marknadarvadin,
gjaldferisvadin og rakstrarvadin. Tad er nevndin 1 €ik,
sum asetur hamerk fyri stedid a8 teimum ymisku
vadunum.

Tann yvirskipada vadastyringin fyri sasmtakid er fra
januar 2007 midsavnad undir Kredittdeildini.

Uppgavan hja Kredittdeildini er at tryggja, at manna-
gongdir eru innan ymisku vadaaekini, at tey, sum
upptalka ein vada, hava heimild til tad, og at hesar
mannagongdir verda fylgdar. Sum ein lidur 1 hesum
arbeidi skal Kredittdeildin vid regluligum millumbilum
fraboda ymisku vadarnar.

Umframt vanligt innaneftirlit hevur bankin innanhysis
grannskodan, id vid tilvising til nevndina hevur yvir-
umsjon vid ellum samtakinum, og adalfundarvalda
uttanhysis grannskodan. Harafturat eru €ik Banki

0g ik Bank Danmark undir eftirliti av danska
Figgjareftirlitinum.

Kreditvadi

Kredittvadin er vasdin fyri tapum, arsalkkad av at
lantakarar og adrir skuldarar ikki klara at svara

sinar skyldur motvegis €ik. Kredittpolitiklkurin er
heovudsambooiod til at tryggja, at kredittvadin altid er
innan fyri tryggar karmar. I hesum sambandi fylgir
Kredittdeildin vid T broyting 1 samladum yvirtreklkum,
eftirstedum v.m. Kredittleidarin hevur yvirumsjon vid
veittum figgingum T samtakinum.

Kredittvadin verdur styrdur vio, at €ik altid ger eina
kredittmeting av figgjarviourskiftunum hja ti einstakka
kundanum 1 sambandi vid kredittveiting. Vinnulig
vioskifti verda sum meginregla endurskodad arliga
vid stedi i seinasta arsroknskapinum hja kundanum.
Utlitini hja fyritelkuni, boskapargongdin og gongdin 1
avisu vinnugreinini verda tikin vid 1 hesar metingar.

Rislk Management

€ik Banki puts emphasis on risk management, which
is considered material to the result, the financial
situation and the growth potential. €ik Banki puts em-
phasis on controlling market risk, credit risk, liquidity
riskk and operational risk. The Board of Directors of €ik
Banki has set a cap for the level of acceptable risk in
the respective risk areas.

Since January 2007, the overall risk management has
been centralised at the Credit Department.

It is the responsibility of the Credit Department to
ensure that proper processes are in place within the
different areas of risk management, and that only
people with the authorisation to do so can assume
risk. As part of the risk management, the Credit De-
partment must collect data for the different types of
riskk on a regular basis, and make necessary reports.

In addition to the regular internal control, €ikk Banki
has an internal audit department, which holds over-
riding control of the Group and refers to the Board of
Directors, as well as an external auditor appointed at
the General Meeting. Furthermore, Eikk Banki and €ik
Bank Danmark are under the supervision of the Dan-
ish Financial Supervisory Autharity.

Credit Risk

Credit risk is the risk of loss due to borrowers and
other debtors being unable to meet their responsibili-
ties with Eik Banki. The credit policy is the main tool
to ensure that the credit risk is under control at any
time. The credit department checks changes in total
overdraws and arrears. Furthermore, the head of

the Credit Department has the overall control of Eik
Group's credit risk.

The credit risk is managed by always performing an
individual credit evaluation of the customer's financial
situation when lending. As a rule, the commercial situ-
ation is revised every year based on the latest annual
report. The company's outlook, the financial develop-
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Harafturat verdur ein reglulig uppfylging gjord uppa
vioskiftini.

Fjoltattada virksemid saest aftur 1 samansetingini av
Utlanunum hja €ik-samtakinum, sum myndirnar 7 og 8
syna. Bytid Tmynd 7 er grundad a lansendamal, og er
11 iklki sambeerligt vid bytio Tnotu 11 1 roknskapinum,
i er grundad a hevudsvinnugrein Iantalkkarans. Av
samladu Otldnunum hja samtakinum ultimo 2007
vOru 53% vinnulig 0tlan, 45% til privat og 2% til tad
almenna.

Mynd / Figure 7
Samlad 0tlan hja samtakinum bytt 3 sektor

0g vinnugreinar / Group Loan by Sector and Industry
31. desember 2007

Fiskiveida / Fisheries 4%
Aling/ Fish Farming 2%\ Alment/ Public 2%
Idnadur/ ———
Manufactoring 4%
Byegegivirksemi/—
Constructions
7%

Privat /
_ Private 45%

Tenasta/
Service 17%

Handil og
umvaling/
Trade and Repair 8% ~

Flutningur og samskifti / J L Annas vinnuligt 7 Other
Transport and telecommunication 2% Commercial Loans 9%

Av samladu Utlanunum til privat eru 80%
sethisafiggingar, 10% ilegu- og lenarkredittir, 4%
bilfiggingar og 6% ymiskt annad. Mett verdur um
hvenn einstalkkan stakvada, og kreov verda sett til
tiltekupening. Talan er1allar flestu ferum um lan vid
skiftandi rentu, og tessvegna verour, t3 1an verda
jattas, lagt upp fyri, so lantakarin er ferur fyri at rinda,
héast rentan haekkar. Eisini verdur, har tad verdur
mett neydugt, sett krav um at kundin avdekkar
rentuvadan, t.d. vid einum rentulofti ella

fastari rentu.

ment and the development in the relevant industrial
sector are included in the evaluation. Furthermore, a
regular follow up on the development is carried out.

The diversified activities are apparent in the division
of the loans in the €ik Group, as shown in Figures 7
and 8. Total Group loans at year-end 2007 were made
up of 53 percent commercial loans, 45 percent private
loans and 2 percent public loans. The division of loans
in figure 7 is based on the purpose of the loan and not
the debtors' primary field of industry. Therefore, the

Mynd / Figure 8
Samlad 0tlan hja samtakinum sundurgr. a lond /

Group loan per Country
31. desember 2007

Island / Iceland 1%
Tyskland / Germany 1% \
Sveriki / Sweden 1% — \

Onnur lond / Other Countries 2%

Danmark /
Denmark 46%

Feroyar /
Faroe Islands 49%

division is not compatible with the division of loans in
Note 11.

The majority of private loans, 80 percent, were
provided to Faroese households. Investment and
wage credit accounted for 10 percent, car financing
4 percent and other loans 6 percent. In each case, we
estimate the risk to the debtor who has to meet cer-
tain requirements, such as sufficient margin. In most
cases, the loans are at a variable interest rate, and
that way it is taken into account that the debtor has
to be able to repay the loan should the interest rate
rise. In cases, where it is considered necessary, the
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Utlanini til almenna geiran eru T sterstan mun 18n il
foroyskar kommunur.

Yvirskipad hevur Eik sum strategi at spjada virksemio
landafrediliga. At spjada Utlanini landafrediliga
minkar um landafrediligu savningina og harvid

verdur kredittvadin spjaddur. Hetta endurspeglast
Tlandafrediliga bytinum av I3nunum. Av samladu
lansupphaddunum vid arslolk 2007 voru 49% 1
Feoroyum, 46% 1 Danmark og 5% 1 edrum londum.
Somu tid 1 fjor var bytio avikavist 57%, 33% og 10%.

debtor is required to cover the interest rate risk, with
e.g. - rentuloft - or at a fixed interest rate.

Public loans were almost exclusively provided to Faro-
ese municipalities.

The overall strategy of €ik Banki P/F is to spread its
activities geographically in order to increase profit

and spread risk. This is reflected in the geographical
distribution of the loans. At year-end 2007, 49 percent
of the total loans were provided to Faroese debtors
and 46 percent to Danish debtors. The remaining 5

Mynd / Figure 9
Gongd i1 kredittvada / Credit Risk Development

Gearing

250% 10x
200% 8%
150% 6X
100% 4x
50% 2X

0% 0
2005 2006 2007

Mynd 9 synir gongdina 1 0tlanum T mun til eginognina
- ta sonevndu Gtlansgearinging, Utlansveksturin og
stor vidskifti T mun til eginogn. Vid arsenda 2007

var Utlansgearingin 7,28, sum merkir, at fyri hverja
eginpeningskronu hevai Eik Gtlan upp 8 7,28 kr. Sum
tad saest, hevur Utlansgearingin verid rimiliga jovn,
hoast 0tlansveksturin, sum stabbamyndin synir, hevur
verio reettiliga hegur, 26,3 - 30,0% fra 2004 til 2006
0g heili 88,6% 12007. Stora haekkingin 12007 stavar
fra keypinum av danska partinum av SkandiaBanken
og deildini hja Kaupthing 1 Feroyum.

Storu vidskiftini T mun til abyrgdarkapitalin, uppgjert
sambeert lyklatelum hja Figgjareftirlitinum voru
144,2% 12007. 12006 voru hesi vidskiftini 224,9% og

Utldnsvekstur / Increase in Loans

Stor vioskifti T mun til grundkapital /
Large Engagements in Relation to Capital Base

Utlan T mun til eginognina (Gtlansgearing) /
Loans in Relation to Equity (Credit Gearing)

percent were distributed over other countries. At a
contemporary time Iast year, the spread was 57, 33
and 10 percent, respectively.

Figure 9 shows the development of lending in pro-
portion to equity, the so-called credit gearing, the
increase in lending and large advances compared to
equity. At year-end 2007, the credit gearing was 7.28,
which means that for each Danish Krona in equity,
DKK 7.28 were provided as a loan. As shown, the
credit gearing has been fairly constant despite the
26.3 - 30.0 percent increase in lending in 2004-2006
and 88.6 percent in 2007. The large 2007 increase,
stems from the acquisition of SkandiaBanken and
Kaupthing Bank's Faroese operation.




Eilkk

Arsfragreiding 2007 / Annual Report 2007

12005 102,6%. Stora fallid fra 2006 til 2007 stavar 1
hevudsheitum fra, at basiskapitalurin T tidarskeidinum
er alktur vid heili 87%. Samlada millumverandi vid
stor vidskifti er 1 sama tidarskeidi ekt vid 19,5%
medan talid av storu vidskiftunum er lz2kkad or 15
12006 nidur 110 stor vioskifti12007. Landabytio

av upphaddini til stor vioskifti er 1 Feroyum 74%,
Danmark 19% og Tyskland 7%. Storu vidskiftini eru
innan oljuvinnu, fastogn, skipasmid, fiskivinnu og
handilsvinnu.

I Danmark eru stérvirksemi T hevudsheitum innan
fastogn.

Kredittdeildin fylgir sentralt vid 1 troti og eftirstedum
T samtakinum og frabodar hesi i samtakinum.

Hvenn arsfjording verdur gjerd ein meting um

tervin 3 burturlegging uppa einstelku kundarnar.

Tad er Kredittdeildin, id stendur fyri hesum arbeidi

1 Feroyum, og deildin hevur uppfylgjandi leiklut 1
arbeidinum 1 dottirfelagnum 1 Danmark.

Marknadarvadi

Marknadarvaoin fevnir um rentuvada, gjaldoyravada
0g partabravavada. Marknadarvadin er vaodin fyri, at
virdi 3 ognum og skyldum og postum uttan fyrijavnan
verour avirkad av marknadarvidurskiftunum, eitt

nU av buskaparligari upp- ella nidurgongd og

gongdini 3 partabraeva-, gjaldoyra- og rentu-
marknadunum.

Marknadarvaoin verdur styrdur 3 samtalksstaoi.
Bankin tekur fyrst og fremst positionir til
egingoymsluna, men 13avisan mun eisini T sambandi
vid handilsvirksemid 1 Feroyum og Danmark.

Rentuvadi

Rentuvadin er vadin fyri tapum, orsakad av at rentan
fer upp ella nidur. Rentuvadin, ella varningurin, verdur
maldur sum vaentada kurstapid, um rentukurvan
verdur javnflutt upp vid 1 prosentstigi. Fyri
konverterbar Iansbrev verda fradrattarfalktorarnir

hja Figgjareftirlitinum nyttir til tess at talkka haedd fyri
stytta varninginum.

Large engagements constitute a substantial part

in comparison to capital base. In 2007 large com-
mitments constituted 144.2 percent, made up in
accordance with key figures of the Danish Financial
Supervisory Authority, compared to 224.9 percent in
2006 and 102.6 percent in 2005. The Iarge decrease
from 2006 to 2007 is derived mainly from that the
base capital during this period has increased by 87
percent. The total account for larger engagements has
increased by 19.5 percent, which the number of large
accounts have decreased from 15 in 2006 to 10 large
accounts in 2007. 74 percent of the large engage-
ments are on the Faroe Islands, 19 percent are in Den-
mark, and 7 percent in Germany. In the Faroe Islands
the large engagements are divided into ail, real estate,
ship yard and the fish-farming industry.

In Denmark, the large engagements are mainly in real
estate.

The Credit Departments centrally monitors changes in
overdraws and arrears and reports these in the Group.
An assessment of the need for provisions for losses
on bad debts is made quarterly. On the Faroe Islands,
the Credit Department is responsible for this work,
and follows up on the work in the Danish subsidiary.

Market Risk

Market risk consists of interest rate risk, currency risk
and share risk. Market risk is the risk that the value

of assets and debt as well as entries outside of the
balance will be affected by market factors, such as
ups and downs in the economy and the movements in
the share market, currency market and interest rate
market.

The market risk is managed at group level. €ik Banki
P/F's exposures are mainly due to its own holdings,
but also due to the commercial activities on the Faroe
Islands as well as in Denmark.

Interest Rate Risk
Interest rate risk is the risk of financial loss due to an
increase or fall in interest rates. The interest rate risk

41
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Mynd / Figure 10
Rentu- og gjaldoyravadi / Interest Rate Risk and Currency Risk
% av Kjarnukapitali aftana fradrattir / of Core Capital after Deductions
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Rentuvadin a Ianum vid fastari rentu verdur so

Vitt gjerligt avdekikadur. Stersti rentuvadin liggur 1
goymsluni av fastrentadum Iansbrevum, sum innan
avis mark verdur tillagadur 1 mun til rentudtlitini.

Rentuvadin er ektur Gr 1,6 12006 til 4,612007, og
kemst hetta av, at Iansbravailegan er okt serliga 1
longri lansbrevum.

Gjaldoyravadi
Gjaldayravadin er vaodin fyri tapum, orsakad av at
gjaldoyrakursirnir broytast.

€ilkk hevur sum hevudsreglu at avdekkka gjaldoyravada.
Undantakid er gjaldoyravadi millum danskar kronur og
evrur, sum bert verdur avdekikadur, um vidurskiftini
annars tala fyri .

Gjaldoyravadi verdur uppgjerdur sum hagra talido av
ogn ella skuld T gjaldoyrum og verdur settur 1 prosent
av Kkjarnukapitalinum samsvarandi gjaldoyradvisa 1
hja Figgjareftirlitinum. Sum tad sast i mynd 10, hevur
gialdoyravadin verid hakkandi seinastu try arini. 1
2007 er gjaldoyravadin aktur m.a. tiflegan 1 SPRON, id
3adur var bakao 1 DKK eftir bersskrasetinging, nd skal
upptakast 1 ISK.

Gjaldoyravadin av partabrevunum 1 SPRON er partvist
avdekikadur.

2007

is measured as the expected loss due to depreciation
of the securities, if the interest curves are displaced in
parallel by one percentage point up. For callable bonds
the Danish Financial Supervisory Authority's deduct-
ible factors are used in order to talke into account the
shorter duration.

The interest rate risk from fixed interest rate loans is
usually hedged. The greatest interest rate risk lies in
the holdings of fixed interest bonds. Those holdings

are adjusted within certain limits in accordance with
the interest outlook.

The interest rate risk has increased from 1.6 in 2006
to 4.6in 2007, due to investments in long term bonds.

Currency Risk
Currency risk is the risk of loss due to fluctuations in
exchange rates.

As a main rule, Eik Banki's policy is to hedge currency
risks with the exception of the currency risk between
the Danish Krona and the Euro, which is only hedged
under special circumstances.

The currency risk is calculated as the larger amount
of either currency assets or debts and is determined
3s a percentage of the core capital less certain adjust-
ments, corresponding to currency indicator 1 of the
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Partabravavadi

Partabravavaodin er vadin fyri tapum orsalkad av
broytingum T partabraevakursunum. Partabravavadin
verdur styrdur vid at styra og fylgja partabraeva-
goymsluni neyvt.

I mynd 11 saest partabraevavadin hjs €ik seinastu try
arini. Sum saest, er partabravaognin, og harvid vadin,
oktur. €ikk hevdi vid arslok 2007 partabraevaognir
fyri 503,0 mMio. kr., harav 4415 mio. kr. 1 skrasettum
partabroevum og 61,5 mio. kr. Tikki bersskrasettum
partabrevum.

Danish Financial Supervisory Authority. As shown in
Figure 10, the currency risk has decreased during the
last 3 years. In 2007, the currency risk has increased,
partly because the investment in SPRON, which previ-
ously was booked in DKK after the listing, is to be
booked in ISK.

The currency risk of the shares in SPRON has to 3
large extent been hedged in 2007.

Share Risk
Share risk is the risk of loss due to fluctuations in
share prices. The share risk is managed by careful

Mynd / Figure 11
Partabravaogn / Share Holdings
DKK mi6. / Million
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Okingin 1 ognini av barsskrasettum partabrovum
kemst partvis av, at kursirnir 8 Atlantic Petroleum
partabrevum eru haekkadir, og partvis av,

at partabrevini 1 SPRON adur voru bokadi til
Utveganarvirdi, id var la2gri enn marknadarkursurin
vi® arsenda 2007.

12007 er hend ein munandi forskjoting fra 6skra-
settum partabrevum moti skrasettum partabrevum,
0g er hovuodsorsekin at SPRON vard skrasett 3
islendska partabraavamarknadinum T oktober 2007.

€ilkk eigur 5% av partapeninginum 1 SPRON, men er vid
einum Iansbraevi, 10 Eilk keypti T sambandi vid seluna
av 3,44% av partabrevunum 1 SPRON, stilladur, eins og
ognarluturin var 8,44%.

2007

control and monitoring of the portfolio of shares.

Figure 11 shows the share risk aver the last 3 years.
As indicated, the share portfolio, and thereby the

riskk, has increased. At year-end 2007 the total share
portfolio amounted to DKK 503.0 million, DKK 441.5
million of which were listed shares and DKK 61.5 mil-
lion were unlisted shares.

The increase in the holdings of listed shares is partly due
to a rise in share price of Atlantic Petroleum and partly
due to the SPRON shares being boolked at purchase
value as opposed to market value at year-end 2007.

In 2007 the holding of listed shares increased signifi-
cantly, while the haolding of unlisted shares decreased.
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Umframt omanfyrinevndu partabroev hevur Eilk-
samtakid eisini kapitalpartar 1 assosieradum og
tilknyttum fyritelkum.

Gjaldferisvaoi

Gjaldferisvadin er vadin fyri tapum orsakad av, at
rentuCtreidslurnar av at Gtvega gjaldferi akjast
munandi, og bankin harvid ma avmarka ella skerja
virksemid ella T ringasta fori iki kann halda sinar
skyldur motvegis anarum orsakad av tervandi
gjaldfori.

€ndamalid vid at styra gjaldferinum er at tryggjs, at
samtakid til eina og hverja tid hevur tekt gjaldferi til
at svara verandi og komandi skyldur. Endamalid er
eisini at tryggja, at samtakio ikki uppbyggir ein ov
storan terv g at Gtvega gjaldferi frameftir.

Gjaldferisvadin verdur styrdur vid leypandi at meta
um gjaldferissteduna T mun til tervin 1 letuni, tervin
frameftir og l6garkravini. Gjaldferisvadin verdur eisini
styrdur vid prisasetingini innanhysis 1 samtakinum,
t.d. av gjaldferismillumrokningum millum deildir og
feleg 1 samtakinum.

Tad er ynski hja €ik, at virksemid 1 sterst meguligan
mun skal figgjast vid innlanum, sum vanliga er ein
meira stedug kelda til gjaldferid. Um neydugt verdur
fyribilstervurin nektadur 8 pengamarknadinum,
medan langtidar strulkturelli gjaldfaeristaervurin,

sum ikkki kann nektast vid ektum innldnum, verdur
noktadur vid I1anteku fra figgjarstovnum uttanlands
sum rullandi kredittir, 1an ella drattarraettindi vid longri
gildistio, jb. mynd 16.

Mynd 12 visir, hvussu fremmanda figgingin av
virkseminum hja €ik er samansett tey seinastu try
arini. Sum vist, eru 12007 68% figgjad vid innlanum,
ein vekstur fra 58% 12006, og 28% eru figgjad av
figgjarstovnum, ein laekking frd 38% 12006. I 2007
eru samladu innlanini T samtakinum vaksin vid heili
116%. Vaksturin stavar 1 hevudsheitum fra
yvirtekuni av virkseminum hja SkandiaBanken

1 Danmark.

The main reason for this change is the listing of
SPRON in October 2007. €ik Banki holds 5 percent of
the shares in SPRON. However, through the owner-
ship of a bond bought in relation to the selling of 3.4
percent of the shares in SPRON, E€ik Banki's position is
3s if the total ownership were 8.4 percent.

In addition to the above mentioned shares the €ik
Group also has holdings in associated and subsidiary
undertakings.

Liquidity Risk

Liquidity risk is the risk of loss due to a considerable
increase in interest expenses from raising liquid funds,
causing the bank to reduce its activities, or even
rendering the bank unable to meet requirements to-
wards the depositors due to a lack of available funds.

The purpose of controlling the liquidity is to ensure
that the group at all times has the means to meet cur-
rent as well as future debt obligations. The purpose

is also to ensure that the Group does not generate an
excessive need to raise liquid funds in the future.

The liquidity risk is controlled by a regular assessment
of liquidity compared to the current need, future need
and the legal requirements. The liquidity is also con-
trolled with pricing within the group, e.g. intra-group
pricing accounts.

Emphasis is placed on securing deposits, which are
considered a stable source of liquid funds. When
considered necessary, temporary needs are met in the
money market, while long term structural needs that
cannot be met by an increase in deposits, is met with
loans or long term committed lines, cf. Figure 16.

Figure 12 shows the composition of the foreign
financing of the operations of €ik Banki over the

last 3 years. As shown, 68 percent were financed

by deposits in 2007, an increase from 58 percent in
2006. 28 percent were financed by financial institu-
tions, a decrease from 38 percent in 2006. In 2007
total deposits increased by 116 percent. The increase
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Mynd / Figure 12
Samanseting fremmand figging / Distribution of funding
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Mynd 13 visir steddarbytid a innlanunum 1
samtakinum. Storur partur av innlanunum er minni
enn 1,0 mid. kr. og er harvid spjadd Ut 3 eitt stort tal
av vidskiftafolkum.

Hovudsorsaekin til hetta er, at meginparturin av
innlanskundunum T €ik Bank Danmark eru vanligir
privatikundar, hvers midalinnistandandi er lzegri enn
hja stoérum vinnuligum og stovnsligum kundum.

Hoast stora velksturin T virkseminum 1 2007 er
gjaldfarid 1 samtakinum framvegis gott. Viod arslok
var gjaldferid, raknad sum tekur peningur, 3ogn uttan
UppsSeEN T @drum peningastovnum, innskotsprogv 1

2007

is mainly due to the acquisition of the operations of
SlkandiaBanken in Denmark.

Figure 13 shows the size of the different deposits. A
large part of the deposits were below DKK 1 million.
Consequently, the base funding is spread over a large
number of customers.

The main reason for this is that the majority of the
deposit customers in €ik Bank Danmark are retail
customers whose deposits are lower than those of
the commercial and institutional customers.

Despite the large increase in activities in 2007 the
liquidity remains good. At year-end, liquidity, calcu-

Mynd / Figure 13
Innlan hja samtakinum bytt eftir stedd / Group deposits divided according to
31. december 2007
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Tjodbankanum og virdisbrev 4,4 mia. kr. svarandi til
yvirdekning 1 mun til logarkravid, sumer 118,7%.

Rakstrarvadi

Ralkstrarvadi er vaodin fyri, at Eilk verdur fyri
figgjarligum missi orsakad av ofullfiggjadum ella
skeivum innanhysis mannagongdum, menniskjaligum
mistekum, kt-brelkum ella dvirkanum uttaneftir.

Sum demi um rakstrarvadar kann nevnast vandin

fyri eldi, stormi, innbrotum, bankaranum, skeivum
pengaflytingum osfr.

Fyri at tryggja €ikk moti rakstrarvada verda innanhysis
mannagongdirnar regluliga eftirhugdar, eins og
innan- og uttanhysis grannskodan og Figgjareftirlitio
vio millumbilum eftirkanna hesar. Til tess at tryggja
seg moti kt-vada hevur nevndin samtykt ein kt-
trygdarpolitiklk og asett mal fyri tiloGgving fyri akid.

Bankin er, saman vid hevudsveitaranum av
bankaskipanum, Elektron P/F, limur T Information
Security Forum, stytt ISF. ISF trygdarkravid,

.The Standard of Good Practice for Information
Security", verdur nytt sum matistoklkur fyri ynskta
trygdarsteodio, to at fravik verda gjerd, har tad verdur
mett ynskiligt.

Bankaskipanirnar hja €ik-samtakinum verda riknar av
datumidstedunum Elektron P/F, BEC A/S og SDC A/S.
Harumframt eru bankarnir knyttir at sektorfelogum
so sum PBS og VP, id reka grundleggjandi
undirstedulkervid 1 figgjargeiranum. @Il hesi felag hava
innan- og uttanhysis grannskodan og eru undir eftirliti
av danska Figgjareftirlitinum.

Regluliga verdur eftirkannad, um vadar, sum kunnu
faa neiliga avirkan a bankan, talkka seg upp.

Basel II

Fra 1. januar 2007 komu nyggju Basel 11 reglurnar

1 gildi fyri peningastovnar 1 Danmark. Talan er um
reglur, id skulu tryggja, at peningastovnurin til eina
0g hverja tid hevur ein nektandi solvens, og koma'1
stadin fyri nOverandi reglur. Broytingin fra nOverandi

Iated as cash-in-hand, sight deposits in other banks,
certificates of deposits in the Danish Central Bank and
securities, was DKK 4.4 billion. Excess liquidity cover
relative to statutory requirements is 118.7 percent.

Operational Risk

Operational risk is the risk of financial loss due to in-
sufficient and inefficient internal processes, human er-
rors, computer failures or external factors. Examples
of operational risks are: fire, storm, burglary, bank
robbery, transfer mistakes etc.

In order to protect the Group against operational risk,
internal processes are examined regularly. Further-
more, they are checked through internal and external
audits as well as the Danish Financial Supervisory Au-
thority. In order to safe-guard against computer risk,
the board has agreed upon an IT security policy and
set goals for the safety and emergency procedures in
this area.

Together with the main supplier of banking systems
Elelktron, €ik Banki is 3 member of the Information
Security Forum (ISF). The ISF safety standard 'The
Standard of Goaod Practice for Information Security!
is used as a gauge on the aspired level of security,
though exceptions are made where it is considered
3ppropriate.

The €ik Group's banking systems are operated by the
suppliers Elektron P/F, BEC A/S and SDC A/S. Further-
more, the banks co-operate with sector companies
such as PBS and VP, which run the basic infrastructure
of the financial sector. All of the companies men-
tioned, have internal and external audit and are under
the supervision of the Danish Financial Supervisory
Authority.

Through continuous monitoring, measures are taken
to identify risks that might have a negative impact on
the bank.

Basel II

From 1 January 2007 Danish banks had to abide to
the new Basel II rules, made to ensure that banks
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standardreglum er, at kapitalkravid frameftir 1 sterri have the necessary solvency at all times. The new
0g starri mun skal endurspegla teir vadar, sum hvaer rules replace the current rules. The change from the
einstakur peningarstovnur atelkur szer. current rules is that the required capital must, to a

greater extent, reflect the risks that each bank as-

Basel I reglurnar eru ikki samtyktar 1 Feroyum, og sumes.

ikii er fastlagt, nar hetta verdur. Eik fyrireilkar seg to,

sum um hesar reglur koma 1 gildi fra 1. januar 2009. The Basel IT rules have not been passed on the Faroe
Islands and it is unclear when they will be passed. €ik
Banki has chosen to prepare as if the rules were to be
effective from 1 January 2009.
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KapitalUtvegan & gjaldfoeri

Vaksandi virksemi 1 €ikk Banka seinnu arini er grundad
3 fleiri ymsar figgingarkeldur og byggir sostatt 3 eitt
breitt figgingargrundarlag.

I dag hevur Eik-samtaki® T hovudsheitum hesar
figgjarkeldur:

Partapeningur

Supplerandi kapitalur

Innlan

Syndikerad og bilateral Ian
Uttanlandslan vid abyrgd fra €ik
Realkreditt

S A

Partapeningur haakkadur

€ilk Banki haklkadi partapeningin vid 101,6 mio. kr.
12007. Kapitalhakkingin hevdi eitt kursvirdi uppa
584,3 miod kr. og vard framd sum lidur 1 keypinum av
danska partinum av SkandiaBanken A/S.

Supplerandi kapitalur Gtvegadur

Tann 28. mars 2007 almannakunngjerdi Eik upptalku
av 40 mid. evrum (Uuml. 298 mio. kr.) T eftirstilladum
kapitalinnskoti. Eftirstillad kapitalinnskot er biligari
enn partapeningur og gevur €ik meguleika at renta
partapeningin betri.

€ilk Otvegaodi seer eftirstillada kapitalinnskotid 1
einum samtaki av donskum peningastovnum, sum
saman Utvegadu szer innskotio a altjoda figgjar-
marknadinum. Lanid er fyriskipad av JPMorgan og
FSP-Pension, og lansbraevini, id figgja hesi lan, eru
baersskrasett 3 virdisbraavamarknadinum 1 Dublin T
Irlandi.

12006 Otvegadi €ilk Banki 150 mi6. kr. vid einum
Iansbraevi, sum varod fyriskipad av Danske Bank og
barsskrasett 3 OMX Nordic Exchange Copenhagen.

Positiva avirkan a solvensin
Bzxdi abyrgdarkapitalur og solvensur hakkar vid
abyrgdarlanum. Eftir at Orslitid fyri 2007 er innroknad,

Funding & Liquidity

The growing activities of €ik Banki during the last
years have been based on different sources of funding
and are therefore based on a wide funding foundation.

Today the €ik Group mainly operates with the follow-
ing sources of financing:

Share capital

Supplemental capital

Deposits

Syndicated and bilateral loans

Foreign loans with E€ik Banki as Guarantor
Realkredit

L

Share Capital Increased

In 2007 the share capital of €ik Banki was increased
by DKK 101.6 million. The market value of the capital
increase was DKK 584.3 million and it was made in
connection with the acquisition of SkandiaBanken
A/S.

Supplemental Capital Raise

0On 28 March, €ikk Banki announced that it had raised
EUR 40 million (approx. DKIKK 298 million) as subordi-
nated debt. Subordinated debt is cheaper than share
capital and it also gives Eik Banki the opportunity to
achieve a better return on equity.

The subordinated debt was raised together with a
group of Danish banks that raised the subordinated
debt on the international financial markets. The
subordinated loan was arranged by FSP, i.e. Finans-
selktorernes Pensionskasse, and JPMorgan and the
bonds that make up the subordinated loan are listed
on the Stock Exchange in Dublin, Ireland.

In 2006, Eik Banki raised DKK 150 million issuing 3
bond that was listed on OMX the Nordic Exchange
Copenhagen. The bond issue was arranged by Danske
Bank.

Positively Affected Solvency
The capital base as well as the solvency is increased




Arsfragreiding 2007 / Annual Report 2007

Eilkk

49

kemur grundkapitalurin, uppgjerdur sbrt. § 126, stk. 1
1168 um figgjarvirksemi, upp 8 1.857 mio. kr.

Grundkapitalurin er byttur 8 kjarnukapital eftir
fradrattir og supplerandi kapital soleidis, sum verdur
vist Tmynd 14.

by the subordinated debt. When the 2007 result is in-
cluded, the base capital, made up in accordance with
§ 126,1 in the Financial Business Act, amounts to DKKK
1857 million.

The base capital consists of core capital after deduc-

Mynd / Figure 14

Samtakid / Group (Million) 2007 2006
Kjarnukapitalur eftir fradratt / Core capital less deductions 1.437 977
Eftirstillad kapitalinnskot / Subordinated debt 448 150
Grundkapitalur 8drenn fradratt / Base capital before deductions 1.885 1.127
Fradrattur 1 grundkapitali / Deductions to base capital 28 131
Grundkapitalur / Base capital 1.857 996

Tann supplerandi kapitalurin, tvs. eftirstillad
kapitalinnskot, kann eftir I6gini vera upp til 1L00%

av kjarnulkapitalinum eftir fradrattir. I lotuni er supp-
lerandi kapitalurin 31,2% av kjarnukapitalinum eftir
fradrattir. I 2006 taldi supplerandi kapitalurin 15,3%.

Sostatt er rom fyri at okja supplerandi kapitalin, so
betri javnvag kemur 1 lutfallid millum kjarnukapital
eftir fradrattir og supplerandi kapitalin.

Innlansvekstur i samtakinum
€ilkk arbeidir sum samtak stedugt vid at akja innlanini,
so betur javnvag faest millum inn- og Otlan.

Keypid av danska partinum av SkandiaBanken 12007
var ein goour meguleiki at styrkja innlanspartin T mun
til adrar figgingarkeldur, t1 SkandiaBanken hevai
umleid 1,6 mia. kr.Tinnlansyvirskoti.

Innldnini Tsamtakinum eru ekt 7,2 mia. kr. seinasta
arid og eru vid arsenda 13,2 mia. kr.

€in munandi partur av innlansvekstrinum stavar fra
keypinum av SkandiaBanken og hesi innlan er fyri tad
mesta uttan uppsegn. Tad ber T szer, at gott 62% av
ollum innlanum vid arsenda 2007 eru uttan uppsegn
moti 44% 12006.

tions and supplemental capital, as shown in Figure 14.

According to law, supplemental capital, i.e. subor-
dinated debt, may make up 100 percent of the core
capital after deductions. Currently, the supplemental
capital amounts to 31.2 percent of the core capital
after deductions. In 2006 the supplemental capital
was 15.3 percent.

This means that there is scope for increasing the
supplemental capital in order to find a finer balance
between the core capital after deductions and the
supplemental capital.

Increase in Group Deposits

The €ik Group aims to steadily increase deposits in
order to achieve a better balance between deposits
and lending.

The acquisition of SkandiaBanken in 2007 was a great
opportunity to strengthen deposits in relation to other
sources of financing, as SkandiaBanken has a surplus
of deposits amounting to approx. DKK 1.6 billion.

Group deposits increased by DKK 7.2 billion in 2007,
and at year-end 2007 Group deposits amounted to
DKK 13.2 billion.
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Mynd / Figure 15
Gongdin i samanseting av innlanum / Development in the Composition of Deposits
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Utlansprosentid er vid drsenda 2007 119,6%

av innldnunum moti 138,7% somu tio 1 fjar.
Utldnsprosentid var hagst vid drsenda 2005 og var
t3 152,5%. Samanborid vid danskar og islendskar
bankar er Utlansprosentid hja Eik-samtakinum
munandi lagri.

Bilateral og syndikerad lan

Keypid av SkandiaBanken og saelan av bilportefaeljuni,
saman vid kapitalhakking og nyggja abyrgdarianinum
0g at eitt ara revolving-credit-avtalurnar vorou
longdar, gjerdi, at tarvurin 8 at fara 3 marknadin eftir
nygegjum kapitali var avmarkadur i 2007.

12008 skal €ik Banki endurfiggja umleid 1,7 mia.
Kkrénur. Av hesum fullu 800 mio. kr. til gjaldingar
21. januar 2008. Heldur enn at endurfiggja valdi €ik
Banki at nidurgjalda hesa skuld, t1 kostnadurin av
endurfiggingini var av hegur.

Irestandi parturin skal endurfiggjast seinni 1 ar, undir
hesum fyrsta syndikerada lanid uppa 70 mid. evrur.

€ilkk metir, at hesi Ian verda endurfiggjad, men at
marginalurin haklkar nakad orsalkkad av dvissuni 3

altjoda figgjarmarknadunum.

I sambandi vid keypid av feroysku deildini hja

FF

2007

Uttan uppsegn / Claims at call
I Upp til 3 Manadir / Up to 3 months

Fra 3 manadum til og vid 1 ar/

Over 3 months and up to 1 year

Fra 1 aritilogvido 5ar/

Over 1 year and up to 5 years
I Meira enn 5 ar/ Qver 5 years

A considerable part of the growth in deposits comes
from the acquisition of SkandiaBanken. They are
mostly sight deposits, which means that at year-end
2007, about 62 percent of all deposits are sight de-
posits, compared to 44 percentin 2006.

At year-end 2007 loans, advances and provisions in
proportion to deposits were 119.6 percent compared
to 138.7 percent at year-end 2006. Loans, advances
and provisions in proportion to deposits were at
their highest at year-end 2005, i.e. 152.5 percent.
Compared to Danish and Icelandic banks the loans,
advances and provisions in propaortion to deposits in
the Eik Group are considerably lower.

Bilateral and Syndicated Loans

The acquisition of SkandiaBanken A/S,

the subsequent divestment of the auto-portfolio,
together with the capital increase, and the
tier-two-capital as well as the extension

of the one year revolving capital deals limited the
need to look for further capital on the market in 2007.

In 2008 €ik is to refinance approximately
DKK 1.7 billion. Of these DKIK 800 were due
for payment on 21 january 2008. Rather than
to refinance, Eikk chose to down pay the debt,
3s the cost of the refinancing was too high.
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Mynd / Figure 16
Forfall av langfreistadari skuld til peningastovnar / Maturity of Long Term Debt to Credit Institutions
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Kaupthing Bank hevur Eik Banki Utvegad eitt 1an

fra einum av storu nordurlendsku bankunum uppa
umleid 1 mia. kronur. Hetta 1&n er, orsakad av verandi
rentustedi, fyribils galdandi 1 eitt ar, men moeguleiki er
at leingja 600 mio. kr. av hesum 1 enn eitt ar.

Uttanlandslan vid abyrgd fra €ik

Eilk veitir Tsamstarvi vid Utlendskar bankar lan i
Utlendskum gjaldoyra. Hesi uttanlandslan eru veitt vid
abyrgd fra €ik.

Realkredit

€ilk Banki gav 1 november 2005 feroyingum meguleika
at figgja blstadir vid realkredittianum. Hetta vard gjert
Tsamstarvi vid danska realkredittstovnin BRF, men tad
er €ilk, 10 veitir trygd fyri Ianunum. Realkredittfiggingin
var 1 byrjanini 60% av metta sethusavirdinum, men er
sidani hakkad upp 180% av virdinum.

Umframt at geva feroyskum sethisaeigarum
alternativar meguleikar fyri bistadarfigging ber
realkredittfiggingin 1 szer, at Eikk hevur fingid
atgongd til enn eina figgingarkeldu og harvid enn ein
meguleika at akja um virksemid.

€isini €ikk Bank Danmark vaentar at gera avtalu vid
danskt realkreditfelag. Henda avtala verdur vaentandi
undirskrivad 1 2008.

2010

2011 2012

The remaining part is to be refinanced later
this year, including the first syndicated loan
of EUR 70 million.

€ilk estimates that these loans will be refinanced,
however, with a slightly higher margin caused
by the uncertainty on the international

financial market.

In relation to the acquisition of the Faroese

branch of Kaupthing Bank, Eik has taken out

3 loan of approx. DKK 1 billion from one of the major
Nordic banks.

Due to the existing interest level, the loan is
temporarily valid for one year, however, with
the possibility of 3 one year extension on
DKIK 600 million.

Foreign loan with Eik Banki as Guarantor

€ilk Banki cooperates with foreign banks in financing
loans to clients, issued in foreign currency. The loans
are given with €ik as the guarantor.

Realkredit

In November 2005, €ik Banki gave the people of the
Faroe Islands, the possibility to finance their houses
with "realkredittlan" (generally special mortgage
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Eilk Banki P/F

€ilkk Banki P/F er moodirfelagid 1 Eik-samtakinum. Eilk
Banki hevoi vid arsskiftid 10.728 navnaskrasettar
partaeigarar 1 26 ymiskum londum. Stersti partaeigari
er Eik Grunnurin vid 51,8% av partapeninginum.

Hovudsvirkisekini 1 €ikk Banka eru privatkundaokid,
vinnukundaekid og virdisbraevaekid, iroknad pensjon
og investment banking. Yvirskipada vadastyringin i
samtakinum er 1 Eik Banka, sum eisini rekir samlada
gjaldforid 1 samtakinum, og eisini stendur fyri
Utvegan av gjaldferi v.m. Innanhysis grannskodarin

1 €ik Banka er samstundis innanhysis grannskodari
dottirfelegunum.

Ari® 2007 royndist sera vael hja ik Banka.
Nettoinntelkurnar av rentum og 6maksgjeldum

olktust Or 271,7 mid. kr.120061387,8 mid. kr. 1

2007, ein vakstur uppa 116,1 mio. kr. ella 42,7%.
Kursvinningurin ektist 0r 28,2 mid. kr.1148,1 mio.
Kkr., ein eking upp & 119,9 mio. kr. ella 425,2%. Ursliti®
av figgjarpostum gjerdist 544,0 mid. kr. moti 310,6
miod. kr. arid fyri. Hetta er ein vekstur upp 3 233,4 mio.
kr.ella 75,1%.

Utreidslurnar til lonir og umsiting v.m. voru 209,1 mio.
Kkr. moti 161,9 mid. kr.12006. Hetta er ein vakstur
upp 347,2 miod. kr. ella 29,2%.

Ursliti®d av kapitalpertum T assosieradum og
tilknyttum fyritelkum gjerdist 143,1 mid. kr. 12007
moti 115,8 mid. kr. 12006. Hetta er ein vekstur upp 3
27,3 mid. kr. ella 23,6 %. Felegini, hvaers Urslit eru vid
Thesum upphaddum, eru m.o. €ik Bank Danmark vid
81,9 miod. kr., Investea vid 54,1 mio. kr. og Innivid 1,3
mio. kr.

Urslitid T €ik Banka gjordist 437,5 mio. kr. 8drenn
skatt 12007 moti 280,3 mio. kr. arid fyri. Hetta er ein
vekstur upp a8 157,2 mio. kr. ella 56,1 %. Eftir skatt
gjordist Orslitid 393,0 mio. kr. moti 250,5 mio. kr. arid
fyri, ein vekstur upp 8 142,5 mio. kr. ella 56,9 %.

Javnin vid arslok 2007 var 14,6 mia. kr. moti 10,8

credit traded on the bond market). This was done

in cooperation with the Danish credit institution
BRFKredit, with Eilk Banki acting as guarantor for the
loans. Initially, the realkredittlan was 60 percent of
the estimated housing value, this has, however, sub-
sequently been increased to 80 percent.

Apart from giving Faroese homeowners alternative
methods of financing their houses, the realkredit
financing has meant that Eikk Banki has been given ac-
cess to a financing source, and thus an opportunity to
increase its activities.

€ilk Bank Danmark also expects to enter into an agree-
ment with a Danish credit institution. An agreement
will probably be signed in 2008.

Eilk Banki P/F

€ilk Banki is the parent company in the €ik Group.
At year-end 2007, Eikk Banki had 10,728 registered
sharehaolders in 26 different countries. The largest
shareholder is the Eilk Grunnurin, i.e. the Eik Fund,
which holds 51.8 percent of the shares.

The main activities of €ik Banki are retail banking,
commercial banking and securities trading, including
pensions and investment banking. The overall Group
risk management is managed by €ik Banki, which also
manages Group liquidity, including providing liquidity.
The internal audit department of €ik Banki also func-
tions as Group internal audit department.

The year 2007 proved to be a good year for ik Banki.
Net interest income and fees increased from DKKIK
271.7 million in 2006 to DKK 387.8 million in 2007,
an increase of DKIK 116.1 million, corresponding to
42.7 percent. Net capital gain increased from DKK
28.2 million to DKK 148.1 million, an increase of DKKK
119.9 million or 425.2 percent. Profit on financial
operations was DKIK 544.0 million against DKK 310.6
million the year before. This is an increase of DKK
233.4 million or 75.1 percent.




Arsfragreiding 2007 / Annual Report 2007

Eilkk

53

mia. kr. arid fyri. Hetta er ein vakstur upp 3 3,8 mia.
Kkr. ella 35,2%. Utlanini alktust vid 2,7 mia. kr., Or 5,2
mia. kr. 17,9 mia. kr., medan innlanini aktust vid 0,4
mia. kr., 0r 5,7 mia. kr.16,1 mia. kr. Tael uttan fyri
javnan voru vid arslok 2007 1,0 mia. kr. moti 1,2 mia.
Kkr. ario fyri.

I €ilk Banka starvadust 280 starvsfoll vid arslok
2007 moti 262 vid arsbyrjan. Hetta er ein vakstur
upp a8 18 starvsfolk. Talid av arsverkum vid arslok var
239,1 moti 220,2 vid arsbyrjan. Talid 8 arsverkum

er soleidis akt vid 18,9 folkum ella 8,6 %. @kingin
Tstarvsfolkatalinum er eitt Urslit av, at virksemid
Tmodurfelagnum sum heild er okt T arinum, og at
virksemid er umskipad.

Harafturat koma tey starvsfolk, id €ik Banki yvirtok 1
sambandi vid keypid av deildini hja Kaupthing Banka 1
Feroyum.

Privatkundar

Nogva virksemi sum heild T samfelagnum hevur

eisini eyokent privatikundaekid 12007. Nogv nyegj
sethds eru bygd ella eru 1 gerd og eisini storar
ibuodarverkeetlanir, serliga 1 Torshavn, siggjast aftur 1
byggivinnuni. Eik Banki hevur storan marknadarpart
innan privatkundaekid og oklkara kundaradgevar hava
ti havt Or at gera vid at radgeva um sethisafiggingar
v.m.

I &rinum hava vit eisini veruliga merkt okta 8hugan
millum ferayingar at gera Tlegur 1 virdisbrav og serliga
partabrov.

Inntjeningin fyri privatkundaekid hevur verid
noktandi. Lansemid er batnad munandi serliga
orsakad av einum hakkandi rentumarginali. I 2007
voru tveer rentuhakkingar, sum 13avisan mun hava
motsvarad ti 6gvusligu rentulaekking, sum var 1
desember 2005.

Veksturin T 0tlanum til privat hevur T arinum verid

10,8%. I hesum tali eru realkredittfiggingar iroknadar.

Staff costs and administrative expenses were DKK
209.1 million against DKK 161.9 million in 2006. This
is an increase of DKK 47.2 million, i.e. 29.2 percent.

Income from associated and subsidiary undertalk-
ings was DKKK 143.1 million in 2007, against 115.8
million in 2006. This is an increase of DKK 27.3 mil-
lion increase, or 23.6 percent. The subsidiaries that
constitute this income are amongst others Eikk Bank
Danmark, DKK 81.9 million, Investea, DKK 54.1 mil-
lion and Inni, DKIKK 1.3 million.

The result for Eilk Banki in 2007 was DKK 437.5
before taxes against DKIK 280.3 in 2006. This is an
increase of DKK 157.2 million, or 56.1 percent. Net
profit for the year was DKIK 393.0 million against DKK
250.5 million in 2006, an increase of DKK 142.5 mil-
lion or 56.9 percent.

The balance at year-end 2007 was DKK 14.6 billion
3gainst DKIK 10.8 billion the previous year. This is

3 DKK 3.8 million increase or 35.2 percent. Loans
increased by DKK 2.7 billion, from 5.2 billion to 7.9 bil-
lion, while deposits increased by DKIK 0.4 billion, from
DKK 5.7 billion to DKK 6.1 billion. Off-balance-sheet
items at year-end 2007 were DKK 1.0 billion against
DKK 1.2 billion in 2006.

At year-end 2007, 280 employees warked in €ik
Banki against 262 at the beginning of the year. This is
an increase of 18 employees. Converted into full-time
equivalent there were 239.1 full-time employees at
year-end against 220.2 at the beginning of the year.
Converted into full-time, the number of employees
increased by 18.9 employees or 8.6 percent. The in-
crease is primarily a result of increased activity in the
parent company during the year, and the reorganisa-
tion of activities.

In addition, the acquisition of Kaupthing Bank's Faro-
ese operation entailed an increase in the number of
employees.
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Ahugin fyri realkredittfiggingum er alsamt vaksandi
0g Utlanini T krénum eru tvifaldad 1 arinum.

Ungdomsdeildin hevur N virkkad 1 eitt ar og sigast
ma3, at deildin hevur verid serstakliga vael mottikin.
Tiltekini, id skipad hevur verid fyri, hava verid veel
vitjad bzxdi 3 sjalvari deildini og 0ti um landid.

Mastercard og ekortid

I november kom Eik Banki, umframt vid vanliga
Masterkortinum, eisini vid einum nyggjum Kkorti

- nevnt -ekort. -ekortid er ein nyggj teenasta, sum
verour veitt 1 samstarvi millum VikuBIa6id, €ikk Banka
0g eina red av handlum.

I stuttum er -ekortid eitt MasterCard, sum hevur eina
umfatandi avslattarskipan og moeguleika fyri kreditti
knytt at seer. Harumframt er trygging vid 1 kortinum.

Handlarnir, sum eru vid T-elkort-samstarvinum, veita
avslattur av verum, id verda seldar. Eik Banki letur
harumframt 0,5 % 1 sonevndum evinningi av allum
keypum, id gjerd eru vid MasterCard ella -ekorti fra
€ik Thandlum 1 Feroyum.

VikuBladid stendur fyri at samskipa tilbodini og at
senda Ut eitt blad, hitt sonevnda e-bladiod, Thvert
NOs T Feroyum. Harumframt relkkur VikuBIadid -ekort-
heimasiduna, www.ekort.fo.

Vinnukundar

Ari® 2007 var sera hendingarrilt 3 vinnuliga ekinum
hja €ik. Samladu Utlanini og innlanini til vinnuna eru
okt munandi. Hetta hevur m.a. vidfert, at €ik hevur
okt um sin vinnuliga marknadarpart 1 Feroyum.
Okingin hevur verid innan flest allar vinnur 1 Feroyum,
men seliga kann nevnast at €ik 12007 hevur styrikt
um sina stedu innan eitt N0 figging av fastari ogn og
figging til teenastuvinnuna, herundir serliga innan
fjarskiftisakid og supplyvinnuna. Afturat hesum
vokstri koma tey 1an, id Eik Banki yvirtokk 1 ssmbandi
vid keypid av deildini hja Kaupthing 1 Feroyum. €in
avisur partur av Utlansvekstrinum hja €ik T Faroyum
er farin fram uttanlands. Samanumtikid eru Gtlanini

Retail customers

In 2007 retail banking has benefited from there
being much activity in the Faroe Islands. Many new
houses have been built and many are in the process
of being built, in addition, the construction industry
has also seen Iarge flat building projects, especially in
Torshavn. €ik Banki has a Iarge market share in retail
banking and our customer advisors have been busy
3advising people about property financing.

During 2007 we have also seen an increased interest
among Faroese customers in investing in securities,
especially shares.

Income from retail banking has been satisfactory.
Profitability has improved significantly, especially as
the interest margin has increased. In 2007 interest
rates increased twice, and this partly counterbalances
the large decrease in interest rates in 2005.

The increase in lending in 2007 was 10.8 percent.
This includes 'realkredit' loans (generally special mort-
gages traded on the bond market). The interest in
'realkkredit' is increasing and during the year, lending
in DKK has doubled.

The Youth Branch has now operated for one year, and
has been very well received by everyone. The Youth
Branch has hosted a number of events both in the
branch itself and around the islands, which have been
well visited.

MasterCard and ecard

In November 2007, €ik Banki introduced the Master-
Card to the Faroese market, as well as a new card
called the ecard. The ecard is a new product, which
€ilk Banki provides in cooperation with the newspaper
'Vikubladid' and several different stores.

In short, the ecard is a3 MasterCard, i.e. a credit card,
including extensive discount arrangements, and travel

insurance.

The stores that are part of the ecard concept give cus-
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hja €ik Banka bytt a fleiri vinnugreinar vid arslok
2007 enn vid arsbyrjan, og lutfalsliga tlanid T hvarjari
vinnugrein sar er minkad, hoast upphaeddirnar eru
oktar. Hetta meta vit vera sera jaligt.

Vinnukundaokid er skipad vid tveimum
vinnulivsdeildum. Teer eru 1 Torshavn og 1 Saltangara.
Harumframt rekja einstalku privatikundadeildirnar
vinnuligar kundar 1 sinum akjum 73visan mun - ofta 1
samstarvi vid vinnulivsdeildirnar. Aliakid er midsavnaod
a Vinnulivsdeildini 1 Torshavn.

€ilk luttdk 3. - 5. mai 2007 vid einum basi 3
Fiskivinnumessuni North Atlantic Fish Fair 1 Torshavn
0g 30. oktober - 1. november 2007 vid einum 3 basi 3
Faroe&xpo 2007 1 Runavik.

Virdisbravaokid

Ahugin fyri at gera Tlegur T virdisbrov er sera n6gv
oktur seinnu arini, og tad hevur gjert, at stor
framgongd hevur verid 1 virkseminum hja Eikk 3 hesum
oki.

12007 hevur €ik saman vid DAF (Dansk Aktionzer
Forening) skipad fyri grundleggjandi Gtblgving 1
partabraevailegu. Skipad var fyri sjey skeidum a3 40
follk, og ahugin var so storur, at fullteknad var til oll
slkeidini.

Tad eru 6ivao fleiri orsekir til @lkta ahugan fyri
virdisbrevum. Broytingin T skattaskipanini 1

2001 og 2002 hevur havt vid seer eina tyodiliga
hugburdsbroyting 1 Feroyum maotvegis virdisbrovum.
Laga rentustedid, hakkandi partabravakursir og
meguleilkarnir fyri at gera Tlegur fyri uppspardan
pensjonspening eru 6ivad eisini hevudsorsaekir til, at
alt fleiri privatikundar ynskja at gera flegur 1 virdisbrav.

€in storur partur av hesum Tlegum fer 1 Gtlendsk
virdisbrev, men ahugin fyri feroyskum partabrevum
hevur eisini verid storur. Eitt N0 teknadu faroyskir
fleggjarar seg fyri einum munandi parti av
partabravaltgavuni hja Faroya Banka og €ik Banka
Tjuni og juli. Ahugin fyri Atlantic Petroleum og Faroe

tomers a discount, and €ik Banki gives a 0.5 percent
'ediscount' whenever the card is used on the Faroe
Islands.

'Vikubladid' coordinates the offers and issues a leaflet
to all househaolds in the Faroe Islands. In addition, 'Vi-
kubladid' manages the ecard website: www.ekort.fo.

Corporate customers

2007 has been an eventful year for €ik Banki as far as
commercial banking is concerned. Total commercial
loans and deposits increased considerably, and Eik
Banki has strengthened its position on the Faroese
commercial market. The increase is apparent in just
3about all business areas, but especially in real estate
financing and financing the service sector, i.e. particu-
larly the supply industry and the telecommunication
industry. Part of the increase in €ik Banki's lending
stems from overseas activity. In general, €ik Banki's
loans are made up by more business areas at year-end
2007 than at the beginning of the year. Furthermaore,
despite an increase in the amount of lending, the loans
to each business area have decreased. We regard this
3s a positive trend.

Note that in addition to the increase in commercial
banking in 2007, the acquisition of Kaupthing Feroyar
on 31 December 2007 has contributed with a further
increase in deposits and lending.

The commercial area is organised into two com-
mercial loan departments, one in Torshavn and one

in Saltangara. The different retail branches also serve
commercial customers in the local areas on a smaller
scale - often in cooperation with the commercial loan
departments. The fish farming industry and large
customers are centralised at the Commercial Loan
Department in Torshavn.

0On 3 May to 5 May 2007, Eikk Banki participated with
3 stand in the North Atlantic Fish Fair in Torshavn, and
on 30 October to 1 November 2007, €ik had a stand
the Faroe&xpo 2007 fair in Runavik.

55
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Petraleum partabrevum hevur somuleidis verid storur
12007.

Neiliga gongdin a partabraevamarknadunum seinna
halvar 2007 hevur sjalvandi avirkad ahugan fyri
virdisbrevum, og kundarnir eru meira varnir enn fyri
einum ari sidani.

€ilkk Banki er limur badi 8 danska og islendska
fondsbersunum OMX Nordic Exchange Copenhagen
0g OMX Nordic Exchange Iceland (www.omxgroup.
com/nordicexchange).

€ilk Banki er "marketmalker", t.e. stillar prisir 1
partabrevunum hja Eik Banka og Atlantic Petraleum
3 virdisbraavamarknadunum T Islandi og Danmark.

€ilkk Markets feklk nyggjan leidara 1. juni. Talan er um
Sverra Justinussen, sum er av Glyvrum. Sverri er 40
ara gamal og hevur starvast 1 Eik sidani 2000. Hann
er 0tbugvin cand. polit. og hevur drdgvar royndir sum
fleguradgevi Eik. Sverri Justinussen telkur vid eftir
Finn Danberg, sum er Utnevndur til undirstjora vid
abyrgd av figgjarekinum og Investor Relations T €ik-
samtakinum.

Pensjon

Storur ahugi hevur verid fyri pensjons- og
tryggingartaenastum fra €ik 1 2007. Fleiri og fleiri av
kundunum stovna sar pensjonsuppsparing og VP-
goymslu til virdisbrev, og upphaddirnar, sum verda
settar inn, ekjast eisini 8 hverjum ari.

Rakid seinnu arini er, at kundin sjalvur vil hava
avirkan 3, hvussu pensjonin skal ssmansetast
baedi viovikjandi tryggingum og ikki minst, hvussu
pensjonsuppsparingin skal plaserast 1 virdisbrov.

Figgjarmalaradid hevur 1 longri tid arbeitt vid einari
pensjonsskipan fyri faroyska arbeidsmarknasdin. €ik
hevur saman vid hinum feroysku peningastovnunum
og livstryggingarfelegunum gjert vidmerkingar til
uppskotid hja Figgjarmalaradnum um nyggja, tvungna
pensjonsskipan til feroyska arbeidsmarknadin.

Securities

In recent years, the interest in securities investment
has grown, causing an increase in €ikk Banki's activi-
ties in this area.

In 2007, Eik Banki arranged courses free of charge in
the fundamental understanding of investments. The
7 courses were arranged in cooperation with DAF, i.e.
Dansk Aktionzer Forening, with 40 participants each
time, and all courses were fully booked.

There can be many different reasons for the growing
interest in securities investment. Changes in the tax
legislation in 2001 and 2002 have changed people's
attitude towards securities. Low interest rates, rising
share prices and the opportunity to invest pension
savings are also main contributing factors to the
increase in securities investments.

A large portion of these investments is made in
foreign securities, but great interest has also been
shown in Faroese shares. This was evident from the
great interest in the share offerings of Feroya Banki
and €ik Banki in June and July. There has also been
great Interest in the shares in Atlantic Petroleum and
Faroe Petroleum.

The negative trend in the international stock exchang-
es in the second half of 2007 has naturally affected
interest in securities and in general, customers are
more cautious now than a year ago.

€ilk Banki is listed on OMX the Nordic Exchange
Iceland as well as on the OMX the Nordic Exchange
Copenhagen. (www.omxgroup.com/nardicexchange).

€ilk Banki acts as 'marketmaker!, i.e. sets the price of
the €ilk Banki share as well as the Atlantic Petroleum
share on the stock exchanges in Iceland and Copen-
hagen.

0On 1 June 2007, Sverri Justinussen, was appointed
as new Head of €ik Markets. Sverri Justinussen is 40
vears ald and has been employed at €ik Banki since
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Tilmaslid hja figgjar- og livstryggingarfyritekunum
byggir 8 eitt munandi sterri fraelsi enn upprunaliga
uppskotid hja Figgjarmalaradnum og tekur eisini
haedd fyri 6arbeidsforistrygging og trygging vid
deyda.

Upprunaliga uppskotid tok bert hadd fyri
pensjonspartinum og bygdi bert 3 livrentu og
samhaldsfesti. Eftir oklkara tylkki var uppskotid ikki
framskygt, m.a. ti tad bygdi 8 30-40 ara gamlar
eftirlenarskipanir Tedrum londum, sum als ikki taka
haadd fyri menningini seinastu arini 8 hesum aki.

Investment banking

€ilk Banki hevur seinastu arini havt nakad av
investment banking virksemi. €ik stilar m.a. fyri
kapitalhakkingum og veitir radgeving 1 sambandi
vid handil vié fyritekum v.m. Hetta okid hevur
higartil verid ralt av Figgjardeildini, sum eisini
bjodar partafelegum VP-skraseting og elektroniska
partabravabok.

Tann 1. junivar virksemio lagt 1 eina nyggja
sjalvsteduga deild.

Keypid av deildini hja Kaupthing Bank i Feroyum
Tann 28. desember vard almannakunngjert, at €ik
yvirték virksemid hja Kaupthing 1 Feroyum vid
virknadi fra 31. desember 2007.

Vid keypinum vaksa feroysku atlanini T ik vid umleid
15%, og innlanini vid umleid 7%. Hartil styrkist okikara
steda innan virdisbravaekid og Investment Banking
munandi.

Vid keypinum koma 18 dugnaligir nyggir starvsfelagar
vid hollari vitan. Hetta ger, at €ik er enn betri forur fyri
at lyfta framtidar avbjodingar.

Kristian Petersen, id higartil hevur verid leidari av
Investment Banking 1 Kaupthing, er settur leidari a €ik

Investment Banking fra 1. januar 2008 at rokna.

Fyri at styrkja ognarrakt av virdisbrovum verdur €ik

2000. He holds a MSc degree in Economics, and has
several years of experience as an investment advisor
in €ilkk Banki. Sverri Justinussen replaces Finn Dan-
berg, who has been appointed Director, CFO and Head
of Investor Relations in the Eikk Group.

Pensions

There has been 3 considerable interest in pension and
insurance services from €ik Banki in 2007. An increas-
ing number of customers set up pension savings

and a securities account at VP Securities Services in
Denmark. The amounts deposited have also increased
every year.

Recent trends show that the customer wishes to
have a say in how his or her pension is made up. This
applies to insurance and especially how and to what
extent pensions savings are invested in securities.

The Ministry of Finance is in the process of preparing

3 pension reform for the Faroese Iabour market. €ik
Banki and other financial institutions as well as the
life assurance companies have commented on the
proposal, which aims at introducing an obligatory pen-
sion plan for the Faroese Iabour market.

The proposal from the financial institutions and the
life assurance companies is based on considerably
more freedom than that of the Ministry of Finance,
and also talkkes into consideration insurance in connec-
tion with death and unfitness for work.

The original proposal only took into consideration the
pension part and was based exclusively on life annuity
and samhaldsfesti. In our opinion, the proposal was
not very well considered, e.g. because it was based on
30-40 year old pension reforms from other countries.
And therefore, no consideration was made for recent
developments in the area.

Investment Banking

In the recent years, Eikk Banki has offered Investment
Banking services. ik Banki arranges capital increases
and offers advice on corporate finance etc. The area

57
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Asset Management deildin sett 3 stovn 1. januar 2008.
Leidari a deildini er Jakup Petur Barentsen, sum
kemur fra Kaupthing.

Meira feest at vita um Eik Banka 3 www.eikk.fo.

Eilk Bank Danmark A/S

€ik Bank Danmark er 100% dottirfelag hja €ikk Banka.
Bankin hevur hevudssati 1 Nerre Farimagsgade 15

1 Keypmannahavn. Hovudsvirkisakini eru "retail
banking", "corporate banking", pantibraevahandil,
virdisbraevahandil, "asset management" og "private
banking".

Sera gott ari2007

Nettoinntelkurnar av rentum og 6maksgjeldum alkktust
Or 123,7 mid. kr. 12006 1208,3 miod. kr.12007; ein
vokstur uppa 68,4%. Kursvinningurin alktist Gr 43,4
miod. kr.143,8 mio. kr.; ein vekstur uppa 0,4 mid. kr.
Ursliti® av figgjarpostum gjerdist 257,4 mi6. kr. moti
167,0 mio. kr. arid fyri, svarandi til eina aking upp 3
54,1%.

Utreidslurnar til lonir og umsiting v.m. voru 126,8
mio6. kr. moti 65,1 mid. kr. 12006. Hetta er ein vakstur
upp 3 61,7 mid. kr. ella 94,8%.

Ursliti® hja €ilk Bank Danmark gjordist 109,4 mi6. kr.
fyri skkatt 12007 moti 93,8 mio. kr. arid fyri. Hetta

er ein vakstur upp a8 15,6 mio. kr. ella 16,6%. Eftir
skatt gjerdist Grslitid 81,9 mid. kr. moti 67,2 miod kr.
arid fyri. Hetta er ein vakstur upp 8 14,7 mio. kr. ella
21,9%.

Javnin ultimo 2007 var 10,5 mia. kr. méti 3,5 mia. kr.
ultimo 2006. Hetta er ein vakstur upp 8 7,0 mia. kr.
ella 200%. Utlanini elktust 0r 3,1 mia. kr. 17,7 mia. kr.,
medan innlanini elktust Or 475 mib6. kr. 17,1 mia. Kkr.

€ilk Bank Danmark keypti 12007 SkandiaBanken,
Privestor Fondsmaeglerselskab og Tidskriftet
Finansnyt, og 1 desember voru hesi feleg legd saman

has been managed by the Finance Department which
also offers VP-registration and the electronic share-
holders registry.

On 1 June, the investment banking activities were
placed into a new independent department.

The Acquisition of Kaupthing Bank's Faroese Opera-
tion

0On 28 December, it was announced that Eikk Banki
was to take over Kaupthing Bank's Faroese opera-
tions, effective from 31 December 2007.

With the acquisition the €ik’s loans to the
Domestic market increased by approximately
15 percent and deposits by approximate 7
percent. Additionally, our position within
securities and Investment Banking

has been strengthened considerably.

With the acquisition came furthermore 18
new and competent employees with great,
professional experience. Making €ikk even
better equipped to face future challenges.

Kristian Pedersen, who was Head of Investment
Banking in Kaupthing, was employed as Head of
€ik Investment Banking as of 1 January 2008.

To strengthen asset management, the €ik Asset
Management department was established on

1 January 2008. The Head of the Department

is Jakup Petur Berentsen, former employee

of Kaupthing.

Further information on €ik Banki can be found on
www.eikbank.com or www.eik.fo

Eilk Bank Danmark A/S

€ik Bank Danmark is a wholly owned subsidiary of
Eilk Banki. €ilk Bank Danmarlk's head office is in Narre
Farimagsgade 15 in Copenhagen. The main areas of
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vid Eilk Bank Danmark. Keypini hava fort vid szer eina
kundatilgongd uppa 115.000 kundar, innlansvakstur
uppa 6,1 mia. kr. og Otlansvekstur uppa 4,8 mia. kr.

I sambandi vid tillagingina av virkseminum 1
SkandiaBanken var bilfiggingardeildin, id burturav
faest vid Business to Business bilfigging og -leasing,
seld til Banco Santander samtakid fyri 1,7 mia. kr.

Vid keypinum hevur €ikk Bank Danmark fingid
eina munandi vadaspjading, ti SkandiaBanken 1
hevudsheitum hevur privatikundar og sethusalan,
medan Eik Bank Danmark frammanundan 1
hevudsheitum hevadi lan til vinnulivid. Eisini hevur
bankin fingid atgongd til ein munandi sterri
kundaskara.

Samanlagdi bankin er N0 ferur fyri at nalkta tervin fyri
figgjartaenastum hja privatkundum til kappingarferar
prisir og vid personligari radgeving innan

ognarrelkt, pensjonsradgeving, legur 1 bygningar
v.m. Samstundis bjddar Privestar Tleguradgeving

til fleggjarar grundad 3 aralangar royndir vid
hedgegrunnum, Iansbrevum og partabrevum.
FinansNyt hevur til endamals at veita lleguradgeving,
marknadarvidmerkingar og handilshugskot til
ileggjarar.

Keyptu fyritelkurnar hava fort vid szer, at
starvsfolkatalid er munandi akt. Vid arsenda voru 110
starvsfollkk 1 bankanum svarandi til 100 arsverk moti
43 3rsverkum somu tid T fjer.

12007 er partapeningurin hakkadur vid 575 mio. kr.
1 kursvirdi, sum allur er teknadur av moodirfelagnum
€ilk Banka.

Grundkapitalurin vid arsenda 2007 er 892 miod. kr.
moti 371 mio. kr.12006.

Privatkundar

Privatkundaokid - ella retail banking akid - er starsta
virkisekid hja €ikk Bank Danmark. Vid keypinum

av SkandiaBanken felkk €ikk Bank Danmark umleid

activity are retail banking, corporate banking, mort-
gage trading, securities trading, asset management
and private banking.

2007 A very good year

Net profit from interest income and fees increased
from DKK 123,7 million in 2006 to DKIKK 208.3 million
in 2007. This is an increase of 68.4 percent. Gains on
securities increased from DKKK 43.4 million to DKK
43.8 million, which is an increase of DKK 0.4 million,
or 24.1 percent. Profit on financial operations was
DKK 257.4 million against DKK 167.0 million in 2006.
This is an increase of 54.1 percent.

Staff expenses and administrative costs amounted
to DKK 126.8 million against DKK 65.1 million in
2006. This is an increase of DKK 61.7 million or 94.8
percent.

The result before taxes was DKIK 109.4 million against
DKK 93.8 million the year before. This is an increase
of DKK 15.6 million, or 16.6 percent. Net profit was
DKK 81.9 million against DKK 67.2 million in 2006.
This is an increase of DKIK 14.7 million increase, or
21.9 percent.

The balance at year-end 2007 was DKK 10.5 billion
3gainst DKIK 3.5 billion in 2006. This is an increase

of DKK 7.0 billion, or 200 percent. Lending increased
from DKK 3.1 billion to DKK 7.7 billion, while deposits
increased from DKK 475 million to DKK 7.1 billion.

In 2007, €ik Bank Danmark acquired SkandiaBanken
A/S, Privestor Fondsmaeglerselsikab and the periodical
Tidsskriftet Finansnyt. In December, these companies
merged with €ik Bank Danmark. The acquisitions
have entailed an increase in customers of 115,000,

3 DKK 6.1 billion increase in deposits, and a DKK 4.0
billion increase in loans. To adjust the activities in
SkandiaBanken, the department for auto-financing
operating solely with car financing and leasing, is sold
to the Banco Santander Group for DKK 1.7 billion.

The acquisitions have also ensured a considerable
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115.000 privatkundar, sum allir faa sin terv 3
figgjartaenastum nektadan 3 internetinum, ti talan er
um ein internetbanka uttan deildir.

Kundanegdsemiod er sera heogt, og bankin hevur
nogvar ambassaderar millum kundarnar, og sidani
yvirtelkuna hevur verid ein nettotilgongd av kundum.
Malid er framvegis at internetbankin skal vera millum
forandi internetbankarnar 1 Danmark og bankin vil
stremba eftir at hava ahugaverdar prisir og tenastur,
sum tryggja privatkundunum eitt kappingarfert
alternativ til storu bankarnar.

Bankin bjodar 1 dag privatkundunum so at siga allar
relevantar taenastur innan innlan, 0tlan, pensjon og
flegur. Teenastultbosdid ekist komandi arini, og tad nyeggj-
asta er, at bankin T desember manad bjodaodi eina fulllk-
omuliga automatiska tilgongd fyri privatlan, har jattan

0g avereidsla verdur framd sjalvvirkkandi. Fyrra halvar 1
2008 vaentar bankin eisini at hava samstarvsavtalu vid
eitt realkredittfelag og harvid bjoda kundunum enn fleiri
moeguleikar fyri figging av sethGsum v.m.

Netbankakundarnir faa somuleidis meguleika

at keypa teer radgevingartaenastur, sum Private
Banking-deildin bjodar, og hetta gevur bankanum
ein upplagdan moeguleika at akja um handilsliga
samskiftid vid kundarnar.

Innlan fra privatum var vid arsenda 2007 6,3 mia. kr.,
0g Utlanini voru 3,5 mia. kr.

Vinnukundar og pantibraevaokid

Vinnukundaekid - ella corporate banking ekid - veitir
Thevudsheitum figging til fastogn og fastognarprojelt
1 Danmark, Sveriki, Finlandi og Tysklandi. Vid
Ianveiting til fastognir verdur dentur Iagdur 3, at talan
er um umsetiligar ognir vid godum leigarum og leigu-
inntelkum, ofta vid bindandi leiguavtalum T eitt aramal
0g sum harvid hava positivt cashflow. Somuleidis
hevur bankin seinnu arini veitt styttri millumfiggingar
T heovudsheitum til keyp av sterri fastognum ella
fastognarportefeljum, sum 1 0tgangsteduni liva upp til
bankans krav um gjaldferi og trygd.

spread of risk, as SkandiaBanken primarily has retail
customers and home owner martgages, while €ik
Bank Danmark previously mostly provided loans to
commercial customers. The Bank has also gained ac-
cess to 3 wider customer stock.

The merged Bank is able to provide financial services
to retail customers at competitive prices, personal
consultation at larger economic dispositions within
asset management, pension advise, real-estate
investments etc. At the same time, Privestor offers in-
vestment advice to investors. This advice is based on
several years of experience with hedge funds, bond
and shares. FinansNyt's objective is to offer invest-
ment advice, market comments and trade ideas.

The acquisitions have lead to a substantial increase
in the number of employees. At year-end 2007 there
were 110 employees at €ik Bank Danmark. This cor-
responds to 100 full-time equivalents, compared to
43 full-time equivalents at year-end 2006.

In 2007, the share capital was increased by DKK 575
million at market value, which was fully subscribed by
the parent company, Eikk Banki.

At year-end 2007, the capital base was DKK 892 mil-
lion against DKK 371 million in 2006.

Retail Banking

The retail banking area is the Iargest single field of
operation in €ik Bank Danmark. With the acquisition
of SkandiaBanken, €ik Bank Danmark gained roughly
115,000 retail customers, who are all serviced over
the internet, as SkandiaBanken was an internet bank
with no branch offices.

Customer satisfaction is very high, and the bank has
ambassadors within the customer stock. Therefore,
there has been a net increase in the number of cus-
tomers since the merger. The aim is still to be one
of the leading internet banks in Denmark by offering
competitive prices and services ensuring retail cus-
tomers a competitive alternative to the Iarger banks.
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Bankin hevur eisini nakad av byggilansvirksemi,
primert T heovudstadarekinum. Bankin ger eina

neyva meting av t samlada vadanum 1 verkaetlanini,
serliga vid atliti til Gtveganar- og selupris umframt
selumaeguleikarnar, ta verkeaetlanin er lidug.
Harumframt er ein avgerdandi fortreyt at talan er
um lutfallsliga stutt realisationstidarskeid, ti bankin
hevur iklki ahuga 1 at atalkka szr oktan kredittvada av
prisbroytingum, i® t.d. skyldast rentubroytingum ella
o6rum uttanhysis vidurskiftum, sum bankin ikkki kann
avirka.

Pantibraevaokid T Eik Bank Danmark relkkur radgeving
0g handil vid pantibrevum. Bankin keypir eisini
pantibroev til egna goymslu vid ti fyri eyga at upp-
byggja portefoljur av pantibrevum, id kunnu seljast
vidari, baedi hver szer og sum sterri partefoljur til

inn- og Utlendskar kundar, i® hava ahuga fyri og innlit
T pantibraavamarknadin. Stérur dentur verdur lagdur 3
umsetiligheitina av pantibrevunum.

Bankin hevur stadfest alkt tap a3 pantibraevaekinum og
bankin hevur valt at leggja pantibravaekid saman vid
vinnukundaekinum og hevur hert krevini til figging av
pantibrevum.

Harumframt hevur bankin eisini nakad av
flegulkredittum til keyp av bersskrasettum
virdisbrevum. Hesir Tlegukredittir hava individuelt
innbygdar yvirdekningsreglur, id geva bankanum
meguleilka fyri at selja virdisbravini um
yvirdekningurin framhaldandi ikki er til stadar.

Vinnulig 0tlan elktust soleidis Gr 3,1 mia. kr.14,2
mia. kr., ein vakstur uppa 1,1 mia. kr. ella 35,5%.
Talan er 1 stéran mun um figging til fastognir og
fastognarprojelt av ymiskum slegum.

Capital Markets

€ik Bank Danmark er limur 1 OMX Nordic Exchange
1Danmark, Sveriki, Finlandi og Islandi og er 1 2007
godkendur sum Certified Adviser a First North. Capital
Markets veitir radgeving og handil vid ollum vanligum
fleguaktivum so sum partabrevum, lansbrevum,

Today, the Bank offers its customers more or less all
relevant services within deposits, loans, pensions and
investments. The product range is steadily expanding,
and as a new service the Bank now offers its custom-
ers a fully automatic procedure for loan applications,
where the granting and handling of the loan is made
automatically. In the first half of 2008, the Bank
expects to enter into an agreement with a credit insti-
tution, thereby being able to offer home owners yet
another opportunity for financing real estate.

Internet customers will also have the opportunity to
buy the same services as the Private Banking depart-
ment offers, and this gives the bank an excellent op-
portunity to increase the commercial communication
with customers.

At year-end 2007, deposits were DKK 6.3 million and
loans were DKK 3.5 billion.

Corporate Banking and the Mortgage Area

The corporate banking area consists of financing real
estate and real estate projects in Denmark, Sweden,
Finland, and in Germany. When providing finance for
real estate it is important that the properties in ques-
tion are transferable, with good tenants and good
rental income, often with binding long-term tenancy
agreements, thereby ensuring a positive cash flow.
In recent years, the Bank has offered shorter bridge
financing primarily for buying real estate of a Iarger
scale or real estate portfolios, which as a rule fulfil the
banks requirement of liquidity and security.

The Bank also provides lending to the building in-
dustry, mainly loans for owner-occupied dwellings
primarily in and around the capital. The Bank tries to
make an exact evaluation of the risk associated to
the projects, taking special consideration to acquisi-
tion costs and the sale price in addition to the sales
potential, when the project is completed. In addition,
itis a crucial prerequisite that the project can be
realised within a relatively short time period, because
the bank does not want to talke on increased credit
risk from changes in prices, which can be caused by
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fleguprogvum, figgjarligum ambodum, pantibrevum
0g gjaldoyra. Somuleidis veitir deildin radgeving innan
investment banking.

Bankin hevur privatar kundar, vinnulkundar og
stovnskundar.

Private Banking og Asset Management

Private Banking deildin hevur radgevar vid breidari
servitan og veitir ognarraekt til kundar, id hava eina
figgjarogn upp 8 1 mio. kr. ella meira. Deildin veitir
personliga og einstaklingaradgeving og vendir szr
til kundar, id hava terv 3 t2nastu og radgeving, sum
fevnir um meira enn tad vanliga. Grundleggjandi
raogevingin fevnir um ilegur, pensjon, keyp og selu
av fastari ogn, figging, vanligar bankatanastur

0g radgeving 1sambandi vid, at kundar flyta ella
umhugsa at flyta til/fra dtlondum.

Qkid er vidkad vid keypinum av Privestor Fonds-
maglerselsikab A/S og Tidsskriftet Finansnyt A/S.

Meira feest at vita um Eik Bank Danmark 3 www.
eikbank.dk.

Inni P/F

Inni er stersta husameklaravirki 1 Feroyum. Felagid
hevur skjott 10 ar 3 baki og sostatt drogvar royndir 1
at selja fasta ogn.

Talid av husahandlum, sum Inni hevur stadiod fyri, er
aftur ekt 12007 T mun til undanfarna ar. Inntekurnar

hja felagnum eru soleidis haklkadar munandi T arinum.

Vaksandi virksemid hevur to vidfert nogv oktar
Utreidslur. Hetta merkir, at orslitid fyri 2007 var 1,3
mi6. kr. moti 1,6 mié. kr.12006.

Tann 5. november 2007 keypti Inni felagid
Sethisaseluna fra Hannelenu Mittdn. Hetta er gjort
sum ein lidur 1 at styrkja enn meira um ferleilkan og
marknadarsteduna hja felagnum. Bxodi felegini verda
2tlandi legd saman vid virknadi fra 1. januar 2008 vid
Inni sum framhaldandi felagi.

changes in interest rates or other external factors that
the bank has no influence on.

In the mortgage area €ik Bank Danmark offers advise
on and mortgage trading. The Bank also buys mort-
gages in order to build portfolios of mortgages that
can be sold on individually or as larger portfolios to
domestic and foreign clients with an interest in the
mortgage market. Great importance is placed on the
transferability of the mortgages.

The Bank has realised increased losses in the mort-
gage area and therefore the bank has chosen to
merge the mortgage area with caorporate banking,
and imposed stricter requirements for the finance of
mortgages.

In addition, the Bank also has some investment credit
for buying listed securities. These credits have indi-
vidually built-in covers, which make it passible for the
Bank to sell off the securities if the cover is no longer
in place.

Lending increased from DKK 3.1 billion in 2006 to
DKK 4.2 in 2007. This is an increase of DKK 1.1 million
or 35.5 percent. This is mainly caused by the financing
of real estate and different real estate projects.

Capital Markets

€ik Bank Danmark is member of OMX the Nordic €x-
change in Denmark, Sweden, Finland, and in Iceland,
and furthermore, in 2007, €ik Bank Danmark was
certified as 'Certified Adviser on First North'. Capital
Markets offers advice and trade with all ordinary as-
sets of investment such as shares, bonds, investment
units, financial tools, mortgages and foreign curren-
cies. The department also provides advice within
investment banking.

The Bank has retail customers, corporate clients and
institutional clients.

Private Banking and Asset Management
The Private Banking department has advisors with
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I hesum sambandi vard avtalad vid Hannelenu Mitton,
at hon skuldi halda fram sum stjori 1 Inni. Jonsvein
Mortensen, sum hevur verid stjori, sidani felagid

vard stovnad 11998, hevur valt at talka vido nyggjum
avbjodingum uttan fyri €ik-samtakio. Ultimo 2007
starvadust 7 starvsfolk, Troknad stjéran.

Meira feest at vita um Inni 8 www.inni.fo.

Onnur dottirfeleg

Dottirfelagio 12. juni 2003 P/F vard stovnad 12003 1
sambandi vid eitt neydlidandi alibralk, sum sidani vard
selt. Eftir hetta stood felagid fyri aling av Iaksi, sum
€ilk yvirtok fra einum edrum alibraki. Fiskurin vard
slaktadur 1 mars 2006, og sidani hevur onki virksemi
verid 1 felagnum. Aktivini hja felagnum eru 7,9 mio.
kr., i® standa 3 bok. Felagid hevur onga skuld.

Faroe Real Estate er madirfelag hja Kollafjerd Pelagic,
i0 vard stovnad 12001 av Kloosterboer Overseas 0r
Halandi vid ti endamali at taka imoti uppisjovarfiski
til matna. Felagid bar seg ikki og var endurstovnad
vio faroyskum kapitali, men tad hevur ikki vist seg
meguligt at Otvega neydugu negdirnar, og Tjanuar
2008 stedgaodi virksemio.

€ilk atti vid arslolk 2007 57% av partabrevunum og
hevur sidani yvirtikid restina av partabrevunum.

Assosierad feleg og
kapitalpartar, id eru stedisogn

€itt felag er assosierad, ta €ik Banki og dottirfeleg hja
bankanum rada yvir 20% ella meira av atkvedunum 3
adalfundi hja fyritelkuni, men hava to ikki meirilutan.
€r avirkanin undir 20%, er felagid sambezert I6g um
figgjarvirksemi vanligur kapitalpartur.

Ilegur, i® annadhvort eru assosieradar vid €ilk ella eru
kapitalpartar vid avirkan undir 20%, verda, ta talan
er um ikki-bersskrasett feleg, vanliga bokadar til
roknskaparliga innara virdid. Er felagid barsskrasett,

an array of specialist knowledge and provides asset
management for clients with financial assets of DKK
1 million or more. The department offers personal and
individual advice and addresses customers that need
special services and advice. The basic advice covers
investments, pensions, buying and selling of real
estate, financing, standard bank services and interna-
tional transfers.

This area of expertise has been expanded with the
acquisition of Privestor Fondsmaeglerselskab A/S and
Tidsskriftet Finansnyt A/S.

Further information on €ik Bank Danmark is available
on www.eikbank.dk

Inni P/F

Inniis the largest real estate agency on the Faroe
Islands, with nearly 10 years of experience in buying
and selling real estate.

The number of transactions, managed by Inni, has
increased in 2007 compared to the year before.
Income has thereby increased significantly in 2007,
but expenses have also increased. The result for 2007
was DKK 1.3 million against DKK 1.6 million in 2006.
This corresponds to a decrease of roughly 17 percent.

0On 5 November 2007, Inni purchased the Faroese real
estate agency, Sethisaselan, from Ms Hannelena Mit-
ton. The purchase is part of the objective to strength-
en competence and the market position of Inni. The
plan is to merge the two companies, effective from 1
January 2008 with Inni P/F as the surviving company.

In relation with the acquisition of Sethusasaelan, an
agreement was made with Ms Hannelena Mittin

to continue as the manager of Inni. Mr. Jénsvein
Mortensen, who has been the manager of Inni since
the company was established in 1998, has chosen to
pursue new opportunities outside the €ik Group. At
year-end 2007 Inni had 7 full time equivalent employ-
ees, including the management.
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verdur legan bokao til dagsvirdid a partabraevinum
uppgerdardagin.

Samanlagt er bokada virdid, sum Eik hevur T
assosieradum felegum, 176,1 mid. kr. Mest tydandi
flegan 1 hesum bolkinum er Investes, i® verdur umrott
nidanfyri.

€isini hevur Eik Tlegur 1 kapitalpertum, id eru
stedisogn, og har avirkanin er undir 20%. Samanlagt
er bokada virdid av hesum flegum 272,6 miod. kr. Mest
tydandiflegan 1 hesum bolkinum er SPRON, id verdur
umreddur nidanfyri.

Investea A/S

€ilk Banki keypti tann 15. mai 2006 25% av
partapeninginum 1 Investea A/S 1 Danmark. Tann

15. juli 2006 keypti €ik Bank Danmark 4% afturat,
soleidis at Eik-samtakid atti 29% av partapeninginum
TInvestea. I 2007 er ognarluturin minkadur nidur 1
26,9% orsalkkad av, at €ik Bank Danmark, hevur selt
burturav sinum ognarluti, og ti partapeningurin er
hakkadur nakad. Vid arsenda 2007 var ognarluturin
hja €ik Banka 24,8% og hja €ik Bank Danmark 2,1%.

Investea A/S hevur sum havudsvirksemi at radgeva
0g bjoda fyritakum og einstaklingum at gera flegur
1 fastogn. Fyritekan arbeidir badi 1 og uttan fyri
Danmark, og hon er millum fremstu fyritekur av
sinum slagi 1 Danmark.

Investea er limur 1 The European Association for
Investors in Non-listed Real Estate Vehicles, stytt
INREV (www.inrev.org). INREV arbeidir fyri at betra
atgongdina til marknadarkunning og umsetiligheitina
av ikki-bersskrasettum fastognarfelegum, t.d.
kommandittfelagum, id orsakad av donsku
skattareglunum eru sera vanlig til fastognarilegur 1
Danmark.

Samtakid Investea hevur sidani 1988 stadid

fyri umseting av llegum 1 fastognir 1 Danmark,
Svoriki, Tysklandi, Bretlandi, Spania og 1 USA.
Umleid helmingurin av legunum er gjerdur vegna

More information about Inni is available on
www.inni.fo

Other Subsidiaries

The subsidiary 12. juni 2003 P/F was established in
2003 in connection with a troubled fish farm, which
subsequently was sold. The company then reared
salmon, which ik Banki acquired from another fish
farm. The fish was slaughtered in March 2006 and
since then there has been no activity in the company.
The company's assets are DKK 7.9 million, which are
deposited in a bank account. The company has no
debts.

Faroe Real Estate is the parent company of Kollafjerd
Pelagic, established in 2001 by Kloosterboer Overseas
Holland. The objective was to talke on pelagic fish for
the consumer market. The company went bankrupt
and was re-established with Faroese capital. How-
ever, it has proven difficult to obtain the necessary
quantities and in January 2008, activities ceased.

By the end of 2007, €ik owned 57 percent of the
shares and has since acquired the remaining shares.

Associated undertakkings and
holdings that are fixed assets

A company is an associated company when Eik Banki
or g subsidiary of Eik Banki controls 20 percent or
more of the votes at the company's general meeting
without having the majority. If the share of votes is
less than 20 percent, the company is 3 normal holding.

Investments which are either associated with Eilk
Banki or holdings with less than a 20 percent influ-
ence are normally entered at equity value in the case
of non-listed companies. If the company is listed, the
investment is entered at market value.

In total, the entered value of €ik Banki's share in as-
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privatpersonar og feleg, medan hin helmingurin
er gjerdur umvegis kommandittfeleg, id Investea
umsitur.

Seinnu arini hevur tad slagiod av fastognarvirksemi,
sum Investea faest vid, vunnid fram uttanlands. Adur
voru tad serliga storar fyritekur og figgjarliga sterkir
einstaklingar, id hevdu meguleika at gera storar flegur
1 fastogn. Vid felegum sum Investea er to voroid
meguligt hja meira vanligum Tleggjarum at sleppa upp
1 part, og tad gevur eitt N0 Investea blidan byr.

Investea sjalvt eigur vanliga ikki fastognir. Felagid
er t1 heldur ikki eins vidkvamt fyri broytingum 1
prisum a fastognum, sum nogv annur liknandi feleg
TDanmark. Hovuodsinntelkurnar hja Investea eru
umsetingarprovisionir og umsitingargjeld vegna
umsiting av kommandittfeloegum v.m.

Yvirskotid aftan 3 skatt gjerdist 215,3 mid. kr. moti
182,6 mid. kr.12006. Ikasti® av hesum til roknskapin
hja €il fyri 2007 er uppa 54,1 mio. kr. Urslitid hjd
Investea 1 2008 verdur veentandi aleid tad sama sum
12007.

€ilk-samtakid hevur 1 februar manadi minkad
ognarlutin T Investea nidur 4.5%. Inntil seluna hava
partabraevini T Investea verid upptikid til innara virodi.
Eftir seluna eru partabraevini upptikin til seluprisin.

Meira feest at vita um Investea A/S 8
www.investea.dk.

SPRON

SPRON (Sparisjodur Reykjavikur og nagrennis)

er stersti islendski sparikassin. Havudssatid

0g hevudsvirksemid eru 1 Reykjavik, og
heovudskundabolkurin er privatikundar, id tann 31.
desember 2007 stodu fyri 60,7% av Utlanunum.

SPRON var 21. august 2007 umlagdur fra
abyrgdarsparilkassa til partafelag. Vid umleggingini
til partafelag vorou 15% av eginognini legd 1 ein
vinnurekandi grunn, SPRON-sjodurin, eftir t7 leisti, vit

sociated companies is DKK 176.1 million. The most
important of these assets is Investea, which will be
discussed below.

€ilk Banki also has holdings of fixed financial assets
where the influence is less than 20 percent. The total
book value of these assets is DKK 272.6 million. The
most important of these assets is Spron, which will
be discussed below.

Investea A/S

0On 15 May 2006, €ik Banki acquired 25 percent of
the shares in the Danish company Investea A/S. On
15 July 2006, €ik Bank Danmark acquired a further
4 percent, giving the €ik Group a total of 29 percent
of the shares in Investea. In 2007, the holding in
Investea has decreased to 26.9 percent as €ik Bank
Danmark has sold part of its share, and therefore the
share capital has increased somewhat. At year-end
2007, €ik Banki held 24.76 percent of the shares in
Investea, while €ikk Bank Danmark held 2.12 percent.

Investea's main activities are giving advice on and of-
fering corporate and private investors investment op-
portunities in properties in Denmark and abroad. The
company is one of the largest of its kind in Denmark.

Investea is 3 member of The European Association for
Investors in Non-listed Real Estate Vehicles, INREV
(www.inrev.org). INREV works to improve access

to market information and the transferability of
non-listed real estate companies, such as partnership
companies which are commonly used for real estate
investment in Denmark because of Danish tax legisla-
tion.

Since 1988, Investea has arranged investments in

real estate in Denmark, Sweden, Germany, the UK,
Spain and the USA. Approximately half of these invest-
ments were made on behalf of private individuals and
companies, while the other half was made through
partnership companies that Investea administers.

In recent years, the type of real estate business that
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kenna fra umlegging av sparikassum til partafelag

1 Feroyum og Danmark. Partaeigararnir atkveda 3
adalfundi; men td kann ongin einstakur partaeigari
atkveda vid meira enn 5% av samladu atikvedunum.

Tann 23. oktober 2007 vard SPRON skrasettur 3 OMX
Nordic Eéxchange Iceland.

€ilk valdi, orsalkkad av meguligu solvensavirkanini av
kapitalpertunum 1 SPRON, 36renn bersskrasetingina
av SPRON, at minka sin ognarlutiislendska
sparilkassanum nidur15,00%. Hetta vard gjert vio

at selja 3,44% til eitt dottirfelag hja €ik Grunninum,
Eystfallssker I, ssmstundis sum Eystfallssker I hevur
Utgivio eitt Iansbraev, sum Eik hevur keypt. Avikastid
3 lansbraevinum avspeglar kursgongdina 1 SPRON-
partabrevunum.

Sostatt er €ik, hvat kursgongdini 1 SPRON
partabrevum vidvikur, stilladur eins og ognarluturin
var 8,44%, meodan solvensavirkanin svarar til 5%.

Vinningsbytid, sum vard Utgoldid eftir adalfundin 1
2007, var 65,0 mi6. moti 13,5 mié. kr. 12006.

Partabrevini 1 SPRON hava til og vid 3. arsfjording 1

ar verid bokao til Gtveganarvirdi 1 bokunum hja €ik
Banka, svarandi til ein kurs uppa 6,329 ISK fyri hvert
partabraevio a 1 ISK. Eftir at SPRON er barsskrasettur
verda partabrevini tikin upp til marknadarvirdi.

Kursurin 3 SPRON er fram til arsenda 2007 fallin vid
45,3%, 0g neiliga gongdin er hildin fram higartil 1
2008.

Kursgongdin hja SPRON er T storan mun merkt av
teirra ognarluti 1 Exista, sum er fallin eins N6Ev og

Kkursurin hja SPRON.

Meira feest at vita um SPRON 3 www.SPRON.is.

Investea is involved in has gained popularity abroad.
Historically, mainly large companies and wealthy
individuals have had the opportunity to make large
investments in real estate. Companies like Investea
have made it possible for the average investor to
participate, which in turn also benefits companies like
Investea.

Investea does not normally hold real estate. The
company, therefore, is not as sensitive to changes

in real estate prices as other comparable companies
in Denmark. Investea's main sources of revenue are
commission on trading and administration fees relat-
ing to managing partnership companies etc.

Profit after tax was DKK 215.3 million compared with
DKK 182.6 million in 2006. The contribution to €ik
Banki's annual accounts in 2007 is DKK 54.1 million.
€ilk Banki expects Investea's result for 2008 to be
roughly the same as in 2007.

At the turn of the year 38 people were employed by
Investes, corresponding to a full-time equivalent of 37.

In February 2008, €ik reduced its ownership in
Investea to 4.5 percent. Prior and until the selling the
shares were booled to intrinsic value. After the sale
the shares were booked to sales price.

More information about Investea A/S is available on
www.investea.dk.

SPRON

SPRON (Sparisjoour Reykjavikur og nagrennis) is the
largest savings bank in Iceland. The headquarters and
main area of activity is in Reykjavik and the main cli-
entel consists of private customers, representing 60.7
percent of lending as of 31 December 2007.

0On 21 August 2007 Spron was converted from a
guarantor savings bank into a limited liability com-
pany. At the conversion, 15 percent of the equity
was placed into a fund, the SPRON Fund, following
3 similar procedure of savings bank conversions into
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limited liability companies on the Faroe Islands and in
Denmark. Shareholders can vote at the General Meet-
ing, but no shareholder can hald more than 5 percent
of the votes.

On 23 October 2007, the SPRON was listed on OMX
the Nordic Exchange Iceland.

Owing to the potential effect that the shares in Spron
might have on the solvency, €ik Banki decided to
reduce the holdings in SPRON to 5 percent. This was
done by selling 3.44 percent to a subsidiary of the €ik
Grunnurin, Eystfallssker I, which in return issued a
bond, purchased by E€ik Banki. The yield of the bond
will reflect the price change of the Spron share.

Thus the return to €ik Banki is the same as when
€ik Banki held 8.44 percent, while the effect on the
solvency is 5 percent.

The dividend that was paid after the General Meeting
in 2007 was DKK 65.0 million against DKK 13.5 mil-
lion in 2006.

Up and until the third quarter of 2007 the holdings in
SPRON were booked at acquisition price in €ik Banki
books, corresponding to a price of ISK 6.329 per
share at ISK 1. After the listing of SPRON, the shares
have been booked at market value.

The share price of SPRON has fallen with 45.3 percent
by the end of 2007. And the negative date has contin-
ued until date.

The course of the share price of SPRON is to a great
extent influenced by their ownership in Exista, which
has fallen to a similar pace to that of SPRON.

The main reason for the difference being the ex-
change rate for Exista shares, which in 2006 gave 3
capital gain against a capital loss in 2007.

More information on SPRON is available on
WWW.SPron.is
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[Ralkstrarroknslkapur / Profit and Loss Account

€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
Ralkstrarrolknslkapur / Profit and Loss Account
602.309 369.547 3  Rentuinntekur v. m. / Interest income, etc. 915.252 485.388
380.472 179.140 4 Rentultreidslur v. m. / Interest expense, etc. 539.289 210.426
221.837 190.407 Rentuinntekur netto / Net interest income 375.963 274.962
5 Vinningsbyti av partabrevum v. m. og edrum kapitalpertum /
66.572 15.823 Dividends from shares, etc., and other holdings 69.226 16.613
100.689 67.285 Omaksgjeld og provisionsinntelkur v.m. /Fee and commission income, etc. ~ 159.530 91.990
1.323 1.778 Utreisslur til 6malksgjeld og provisionir / Fee and commission expense 8.338 2.979
387.775 271.737 Rentu- og 6maksgjeld netto / Net interest and fee income 596.381 380.586
6 Virdisjavnan av virdisbrevum og Utlendskum gjaldoyra v. m. /
148.100 28.179 Market value adjustments of securities and foreign currencies etc. 191.814 85.785
8.109 10.648 Adrar vanligar inntelkur / Other operating income 19.683 15.034
543.984 310.564 Urslit av figgjarpostum / Profit on financial items 807.878 481.405
7 Utreidslur til starvsfollk og umsiting /
209.142 161.941 Staff costs and administrative expenses 340.731 229.049
16 Av- 0g niourskrivingar av oitekiligum og Ttekiligum ognum /
23.330 23.474 Depreciation and write-down of intangible and tangible assets 25.117 25.768
0 0 Aodrar rakstrarttreidslur / Other operating expenses 43 863
Avskrivingar og burturleggingar av skuldarum (netto) /
17.160 -39.356 Net depreciation and provisions for loss on bad debts 36.605 -33.733
8 Urslit av kapitalpertum T assosieradum og tilknyttum fyritekum /
143.099 115.757 Income from associated and subsidiary undertakings 59.923 47.700
437.451 280.262 Urslit av vanligum rakstri / Profit on ordinary operations 465.305 307.158
44.406 29.785 9  Skattur/ Taxes 72.260 56.681
393.045 250.477 Arsirslit / Net profit for the year 393.045 250.477
Byti av arsuorsliti / Allocation of net profit for the year
393.045 250.477 Arsarslit / Net profit for the year 393.045 250.477
0 0 Flutt fra yvirkursi vid partabravaselu / 0 0
Brought forward from share premium account
0 0 Flutt fra seinasta ar / Brought forward from last year 0 0
393.045 250.477 At rada yvir tilsamans / Total amount available for allocation 393.045 250.477
81.293 35.566 Nytt til vinningsbyti / Dividends on shares 81.293 35.566
128.412 118.374 Burturlagt til adrar grunnar / Amount allocated to other reserves 113.169 78.863
183.340 96.537 At flyta til nasta ar / Carried forward to next year 198.583 136.048
393.045 250.477 Nytsla av arsursliti / Total allocation of the net profit for the year 393.045 250.477
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
Figgjarsteda / Balance Sheet
0gn / Assets
Kassapeningur og 30gn uttan uppsegn hja tjodbankum v. m. /

164.983 87.498 Cash-in-hand and demand deposits with central banks, etc. 219.851 87.498
3.119.913 3.596.354 10 Aogn T ldnistovnum v. m. / Claims on credit institutions, etc. 2.910.591 1.568.120
7.932.413 5.191.433 11  Utldn / Loans and advances 15.616.134 8.270.539

997.396 712.230 12,13 Lansbrev v. m/ Bonds, etc. 1.182.949 824.408

425.982 336.939 14,15 Partabrev v. m. / Shares, etc. 502.979 377.266

15 WKapitalpartar 1 assosieradum fyritakum /

176.088 121.986 Holdings in associated undertakings 176.088 121.986
1.020.831 363.251 15 WKapitalpartar 1 tilknyttum fyritekum / Holdings in subsidiary undertakings 6.486 8.452

357.520 217.430 16 Ottekiligar ognir / Intangible assets 573.590 217.667

135.007 131.582 16 Ttekiligar ognir / Tangible assets 138.815 136.273

85.508 0 €gin partabrev / Own shares 86.012 0
133.387 84.600 Onnur ogn / Other assets 244.794 208.724
9.161 5.547 Tidarskeidsavmarkingar / Prepayments 9.504 6.959
14.558.189 10.848.850 0gn tilsamans / Total assets 21.667.793 11.827.892
Skuld / Liabilities

17 Skuld til Ianistovnar og tjcdbankar /
5.595.298 3.682.409 Debt to credit institutions and central banks 5.411.535 4.070.947
6.144.839 5.656.873 18 Innlan / Deposits 13.263.261 6.116.501
263.378 142.358 Onnur skuld / Other liabilities 437.242 272.102
0 0 Tidarskeidsavmarkingar / Prepayments 199 7
2.300 8.447 19 Avsetingar til skyldur / Provisions for liabilities and charges 3.182 9.572
448.392 150.000 Eftirstillad kapitalinnslkot / Subordinated debt 448.392 150.000

1,2 Eginpeningur / Equity

812.927 711.311 Partapeningur / Share capital 812.927 711.311
0 826 Abyrgdarfee / Guarantee capital 0 826
600.428 117.751 Yvirkursur vié partabravaltgavu / Share premium account 600.428 117.751
85.508 0 Grunnur fyri egin partabrev / Reserves for own shares 86.012 0

205.646 162.742 Adrir grunnar / Other reserves 121.278 94.121

216.133 119.596 Flutt fra undanfarnum arum / Brought forward from prior years 284.754 148.706

183.340 96.537 At flyta fra arsins 0rsliti / Carried forward from profit for the year 198.583 136.048
2.103.982 1.208.763 €ginpeningur tilsamans / Total equity 2.103.982 1.208.763
14.558.189 10.848.850 Skuld tilsamans / Total liabilities 21.667.793 11.827.892

20 Tal, id ikki eru tikin vid 1 javna / Off-balance-sheet items

904.109 869.165 Abyregdir v. m. tilsamans / Total guarantees, etc. 1.091.427 841.832

103.482 318.500 Aodrar skyldur / Other commitments 110.615 320.567
1.007.591 1.187.665 Tol, id ikki eru tikin vid 1 javna tilsamans / Total off-balance-sheet items 1.202.042 1.162.399

Noturnar 13 og 21-34 hava ikki avising til rakstur og javna /
Notes 13 and 21-34 do not have any reference to Profit and Loss Account or Balance Sheet
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€ik Banki P/F Samtak / Group
2007 2006 DKK 1.000 2007 2006
Gjaldferisbroyting / Cash flow statement
Peningastreymur fra rakstri / Cash flows from operating activities
393.045 250.477 Arsarslit / Net profit for the year 393.045 250.477
23.330 23.474 Av- 0B nidurskrivingar / Depreciations and write-downs 25.117 25.768
22.151 -40.861 Burturleggingar av skuldarum / Provisions for loss on bad debts -39.311 -35.134
-291.199 -143.936 Virdisjavnan av virdisbroevum / Market value adjustments of securities -245.961 -118.705
147.327 89.154 Peningastreymur fra rakstri tilsamans / Cash flows from operating activites 132.890 122.406
Broyting T millumverandi vid Ianistovnar, netto /
2.375.702 343.337 Changes in net position to credit institutions and central banks 1.619.846 1.161.998
-2.763.131 -716.392 Broyting 1 0tlani, netto / Net changes in loan -7.306.284 -1.684.509
487.966 1.510.640 Broyting 1 innlani, netto / Net changes in deposit 7.146.760 1.633.471
-655.943 -264.999 Broyting 1 virdisbrevum, netto / Net changes in securities -193.834 -167.885
Broyting 1 adrari ogn og skuld v.m. netto /
-23.035 50.712 Net changes in other assets and liabilities 34.315 50.547
Peningastreymur fra avisari figgjarogn/skuld tilsamans /
-578.441 923.298 Cash flows from selected financial assets/liabilites 1.300.803 993.622
Peningastreymur fra ilegum / Cash flows from investing activities
-166.845 -216.013 Broyting 1 6- 0g Ttekiligum ognum / Changes in in- and tangible assets -383.581 -219.387
584.292 76.800 Kapitalhakiking / Capital increase 0 0
Tlegur T associeradar og tilknyttar fyritelkur /
-655.000 -100.000 Investments associated and subsidiary undertakings 0 0
=237/.555) -239.213 Peningastreymur fra ilegum tilsamans / Cash flows from investing activities -383.581 -219.387
Peningastreymur fra figging / Cash flows from financing activities
583.467 76.523 Peningatilgongd til eginognina / Inflow to equity 583.466 76.523
-81.293 -35.566 Vinningsbyti / Dividend -81.293 -35.566
298.392 150.000 Eftirstillad kapitalinnslkot / Subordinated debt 298.392 150.000
800.566 190.957 Peningastreymur fra figging tilsamans / Cash flows from financing activities 800.565 190.957
131.899 964.196 Peningastreymur tilsamans / Total changes in cash flows 1.850.677 1.087.598
2.080.627 1.116.431 Gjaldfari primo / Cash and cash equivalents at beginning of the period 2.545.700 1.458.102
2.212.526 2.080.627 Gjaldferi ultimo / Cash and cash equivalents at end of the period 4.396.377 2.545.700
Gjaldferi primo / Cash and cash equivalents at beginning of the period 1)
Kassapeningur og 30gn uttan uppsegn hja tjodbankum v. m. /
87.498 43.783 Cash-in-hand and demand deposits with central banks, etc. 87.498 43.783
Millumverandi vid Ianistovnar uttan uppsegn /

1.131.117 171.477 Claims on demands on credit institutions 1.481.256 425.123
149.782 0 Innskotsprogv 1 Danmarks Nationalbanlk / Claims at notice on central banks 149.782 0
712.230 901.171 Lansbrev v. m / Bonds etc. 827.164 989.196

2.080.627 1.116.431 Gjaldferi primo tilsamans / Cash and cash equivalents at beginning of the period 2.545.700 1.458.102

Gjaldferi ultimo / Cash and cash equivalents at end of the period 1)
Kassapeningur og 30gn uttan uppsegn hja tjodbankum v. m. /
164.983 87.498 Cash-in-hand and demand deposits with central banks, etc. 219.851 87.498
Millumverandi vid Ianistovnar uttan uppsegn /
657.322 1.131.117 Claims on demands on credit institutions 2.079.958 1.481.256
639.471 149.782 Innskotsprogv 1 Danmarks Nationalbanlk / Claims at notice on central banks 1.203.974 149.782
750.750 712.230 Lansbrev v. m / Bonds etc. 892.594 827.164
2.212.526 2.080.627 Gjaldfari ultimo tilsamans / Cash and cash equivalents at end of the period 4.396.377 2.545.700

1) Avtiat uppgerdin av gjaldferi bert fevnir um likvid millumverandi, er ikii meguligt at avstemma allar upphaddirnar beinleidis til
avisu roknslkaparpostarnar. / As the cash is made up of claims on demands only, it is not possible to balance all the accounts directly to the
respective items on the balance sheet.
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Nota / Note DKK 1.000 Parta- Yvirkurs- €gin Adrir  Fluttavlop/ Tilsamans /
peningur / grunnur/  partabrov/ grunnar/  Profit carried Total
1 Eginpeningur/ Equity Share capital Share premium Own shares Other reserves
account
Samtak / Group
Kapitalflytingar / Change in capital
1. januar 2007 711.311 118.577 0 94.121 284.754 1.208.763
Tilgongd / Additions 101.616 482.677 86.012
Fragongd / Disposals 826 86.012
Arsarslit / Net profit 113.169 279.876
Fragongd vinningsbyti / Disposal of Dividends 81.293
31. desember 2007 812.927 600.428 86.012 121.278 483.337 2.103.982
1. januar 2006 679.311 74.054 95 15.259 148.611 917.330
Tilgongd / Additions 32.000 44.800 95
Fragongd / Disposals 277 95
Arsarslit / Net profit 78.862 171.614
Fragongd vinningsbyti / Disposal of Dividends 35.566
31. desember 2006 711.311 118.577 0 94.121 284.754 1.208.763
€ik Banki P/F
Kapitalflytingar / Change in capital
1. januar 2007 711.311 118.577 0 162.742 216.133 1.208.763
Tilgongd / Additions 101.616 482.677 85.508
Fragongd / Disposals 826 85.508
Arsarslit / Net profit 128.412 264.633
Fragongd vinningsbyti / Disposal of Dividends 81.293
31. desember 2007 812.927 600.428 85.508 205.646 399.473 2.103.982
1. januar 2006 679.311 74.054 95 44.273 119.597 917.330
Tilgongd / Additions 32.000 44.800 95
Fragongd / Disposals 277 95
Arsirslit / Net profit 118.469 132.007
Fragongd vinningsbyti / Disposal of Dividends 35.566
31. desember 2006 711.311 118.577 0 162.742 216.133 1.208.763
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
2 Solvensuppgerd / Solvency
1.653.229 982.760 Kjarnukapitalur eftir fradratt / Core capital less statutory deductions 1.436.676 977.485
2.095.341 1.002.018 Grundkapitalur / Capital base 1.857.082 996.217
Vektad ogn uttan fyri handilsogning, Troknad tel,
0 ikki eru tikin vid Tjavnan / Weighted assets not included in trading
9.596.608 6.508.244 portfolio including off balance-sheet items 14.183.281 8.453.051
1.107.655 483.774 Velktadir postar vid marknadarvada / Weighted items with market risk 1.305.945 586.012
10.704.263 6.992.018 Vektad ogn tilsamans / Total risk weighted assets 15.489.226 9.039.063
19,6% 14,3% Solvensprosent eftir FIL § 124, stik. 1 /Solvency ratio purs to FIL § 124,1 12,0% 11,0%
Kjarnulkapitalur eftir fradratt 1 % av vektadari ogn /
15,5% 14,1% Core capital less statutory deductions in % of weighted items 9,3% 10,8%
3 Rentuinntokur v. m. / Interest income, etc.
Aogn T lanistovnum og tjoabankum /
151.933 67.343 Claims on credit institutions and central banks 88.060 27.112
416.264 273.064 Utldn / Loans and advances 780.272 426.172
40.856 29.188 Lansbrov / Bonds 54.565 31.856
-6.744 -48 Avleidd figgjaramboo / Derivative financial instruments -7.678 248
-6.487 -48 - Herav: Gjaldoyrasattmalar / Of this: Currency contracts -5.784 161
=257 0 - Herav: Rentusattmalar / Of this: Interest contracts -1.894 83
0 0 - Herav: Partabraevasattmalar / Of this: Shares contracts 0 4
0 0 Annad / Other 33 0
602.309 369.547 Rentuinntekur v. m. tilsamans / Total interest income etc. 915.252 485.388
4 Rentultreidslur / Interest expense
196.204 93.677 Lanistovnar og tjodbankar / Credit institutions and central banks 207.625 114.423
163.613 82.003 Innlan / Deposits 307.174 92.543
0 29 Abyrgdarfee / Guarantee capital 0 29
20.655 3.431 Eftirstillad kapitalinnslkot / Subordinated debt 24.419 3.431
0 Aodrar rentultreidslur / Other interest expenses 71 0
380.472 179.140 Rentultreidslur tilsamans / Total interest expense 539.289 210.426
66.572 15.823 5 Vinningsbyti av partabrevum / Dividends on holdings 69.226 16.613
6 Virdisjavnan av virdisbrevum og Utlendskum gjaldoyra v.m. /
Market value adjustments of securities and foreign currencies etc.
-5.533 -13.262 Lansbraev / Bonds (+/-) -1.854 -10.340
183.155 16.736 Partabrev / Shares (+/-) 219.057 56.810
0 0 Fastforrentad 0tlan / Fixed-rated mortgage 0 0
-29.522 24.705 Gjaldoyra / Currency (+/-) -31.165 24.535
0 0 Avleidd figgjarlig amboo / Derivative financial instruments 5.776 14.780
0 0 - Herav: Gjaldoyrasattmalar / Of this: Currency contracts 0 534
148.100 28.179 Virdisjavningar tilsamans / Total market value adjustments 191.814 85.785
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
7 Utreidslur til starvsfdlk og umsiting / Staff costs and administrative expenses
Lenir og samsyning til nevnd, stjérn og umbodsrad /Salaries and remuneration
of Board of Directors, Managing Directors and Board of Representatives
Marner Jacobsen, Chief Managing Director
2.110 1.953 Len Troknad pensjon / Fixed salary and pension 2.460 2.153
1.792 291 Avrilkslen / Bonuses 1.792 291
3.902 2.244 Tilsamans / Total 4.252 2.444
Bjarni Olsen, Managing Director
1.490 1.386 Len Troknad pensjon / Fixed salary and pension 1.490 1.386
597 208 Avrilkslen / Bonuses 597 208
2.087 1.594 Tilsamans / Total 2.087 1.594
5.989 3.838 Stjorn tilsamans / Managing Directors total 1) 6.339 4.038
Nevnd / Board of Directors
260 240 Frithleif Olsen, Formadur / Chairman 260 240
182 156 0dd Arild Bjellvag, Nastformadur / Deputy Chairman 182 156
117 108 Finnbogi Niclasen 117 108
117 108 Petur Hammer 117 108
117 108 Marian Jacobsen 117 108
117 108 Ralant Vidtfeldt 117 108
117 108 Mathea €. Hilduberg 117 108
117 120 Tormund A. Joensen 117 120
117 108 Gert Langaard 117 108
117 108 Bjartur Nolsae - til januar 2008 / until January 2008 117 108
117 108 Ralkul Dam 117 108
0 18 Durita Tausen - til januar 2006 / until February 2006 0 18
0 0 Inga Dahl - fra januar / from January 2008 0 0
1.495 1.398 Nevnd tilsamans / Board of Directors 2) 1.495 1.398
41 74 Umbodsrad / Board of Representatives 2) 41 74
7.525 5.310 Tilsamans / Total 7.875 5.510
Starvsfolkautreidslur / Staff costs
87.035 67.177 Lenir / Wages and salaries 145.887 109.857
7.935 6.817 Eftirlenir / Pensions 12.181 8.662
7.332 5.224 Utreidslur til sosiala trygd / Social security costs 11.783 9.522
102.302 79.218 Tilsamans / Total 169.851 128.041
99.315 77.413 Adrar umsitingarotreidslur / Other administrative expenses 163.005 95.498
Utreidslur til starvsfélk og umsiting tilsamans /
209.142 161.941 Total staff costs and administrative expenses 340.731 229.049
239,1 220,2 Tal 8 arsverkum / Number of employees, full time equivalent 3) 3434 268,8
1) Stjornin hevur uppsagnarfreist uppd 12 mor. fra €ik Banka og 3 mor. fra stjora. Frafaringarsamsyningin, um stjori verour sagdur

upp, er 18 mor. len. / Managing Directors notice of termination is 12 months from €ik Banki and 3 months from Managing Director. Managing

Directors are entitled to 18 months remuneration after termination of employment.
Nevndarlimir og umbodsradslimir hava ikki reett til ssmsyning aftang at teir fara fra. / Members of Board of Directors and Board of
Representatives are not entitled to any benefits upon termination of employment.
Starvsfollkini T deildini hja Kaupthing T Feroyum id €ilkk yvirtok 31. desember 2007 eru ikki vid T hesum tali. / The number does not

include the staff of Kaupthing Bank's Faroese operation that €ik acquired on 31 December 2007.
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
8 Urslit av kapitalpertum 7 assosieradum og tilknyttum fyritakum /
Income from associated and subsidiary undertakings
60.519 46.453 Assosieradar fyritelkur / Associated undertakings 60.519 46.453
15.000 0 - Herav: Vinningsbyti 7 Of this: Dividend 15.000 0
82.580 69.304 Tilknyttar fyritelkur 7 Subsidiary undertakings -596 1.247
Urslit av kapitalpertum 7 assosieradum og tilknyttum fyritekum
143.099 115.757 tilsamans / Total income from associated and subsidiary undertakings 59.923 47.700
9 Skattur / Taxes
43.240 28.437 Rolknadur skattur av arsvinningi/ Estimated tax charge on the annual profit 63.029 52.882
869 1.348 Broyting 1 Otsettum skatti / Changes in deferred taxes 9.068 1.348
(Utsettur skattur er eitt skattaaktiv 8 7.705 DKK
/ Deferred taxes are a tax asset of 7,705 DKKKK)
Javnan av skatti fra undanfarnum arum /
297 0 Adjustment to prior-year's tax charges 163 2.451
44.406 29.785 Skattur tilsamans / Total taxes 72.260 56.681
10 Aognilanistovnum og tjddbankum /
Claims on credit institutions and central banks
639.471 149.782 Aogn upp 3 uppsegn T tjedbankum / Claims at notice on central banks 1.203.974 149.782
2.480.442 3.446.572 Aogn T lanistovnum / Claims on credit institutions 1.706.617 1.418.338
Aogn T lanistovnum og tjddbankum tilsamans /
3.119.913 3.596.354 Total claims on credit institutions and central banks 2.910.591 1.568.120
Aogn T lanistovnum og tjddbankum /
Claims on credit institutions and central banks
248.376 1.131.117 Uttan uppsegn / Claims at call 1.264.285 1.131.117
2.571.537 2.435.237 Til og vid 3 manadir / Up to 3 months 1.446.306 427.003
0 0 Fra 3 mor. til og vid 1 ar / Over 3 months and up to one year 0 0
300.000 30.000 Fra 1 ar til og vid 5 ar / Over one year and up to 5 years 200.000 10.000
0 0 Yvir 5 ar / Over 5 years 0 0
Aogn T lanistovnum og tjddbankum tilsamans /
3.119.913 3.596.354 Total claims on credit institutions and central banks 2.910.591 1.568.120
1.822.069 2.176.763 Harav ik Bank Danmarl A/S / Thereof €ik Bank Danmark A/S 0 0
11 Utldn og abyrgdir bytt eftir sektorum og vinnum i prosent /
Loans, advances, and guarantees by sectors and industries, in per cent
2 2 Almennir myndugleikar / Public sector 1 1
Vinnuliv / Commercial sector
0 0 Landbunadur, veida, skogbrok / Agriculture, hunting and forestry 0 0
9 7 Fiskiskapur / Fishing 5) 5
Framleidsla, raevnisvinna, hita- og streymveiting o. I. /
7 6 Manufacturing, mining, utilities, etc. 4 4
4 3 Byggivirlksemi / Building and construction 6 3
6 6 Handil, matstovu- og hotelvirksemi / Commerce, restaurants and hotels 4 5
4 2 Flutningur, post og telefon / Transport, post and telecommunicating 2 2
10 13 Lans-, figgjar- og tryggingarvirksemi / Credit, finance and insurance 8 7
Ognarfyrisiting og -handil, handilsstaenasta /
12 Property administration, purchase and sale, business services 18 11
7 5 Adrar vinnur / Other industries 7 21
59 46 Vinnuliv tilsamans / Total commercial sector 54 58
39 52 Privat / Private customers 45 41
100 100 Utlan tilsamans / Total loans and advances 100 100
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
11 Utladn / Loans and advances
133.791 64.673 Uttan uppsegn / At call 198.620 89.587
314.605 191.378 Til og vid 3 manadir / Up to 3 months 1.635.062 935.382
653.306 507.464 Fra 3 mor. til og vid 1 ar / Over 3 months and up to one year 2.223.431 1.587.125
2.792.883 2.302.302 Fra 1 ar til og vid 5 ar / Over one year and up to 5 years 3.669.573 2.939.183
4.037.828 2.125.616 Yvir 5 ar / Over 5 years 7.889.448 2.719.262
7.932.413 5.191.433 Utlan tilsamans / Total loans and advances 15.616.134 8.270.539
Samanlagdar burturleggingar / Accumulated provisions
Burturlagt vid arsenda upp a3 Utlan og abyregdir /
214.369 188.193 Provisions on loans, advances, and guarantees at the end of the year 251.252 209.990
Burturlagt vid arsenda upp 3 ogn hja lanistovnum og adrar
postar vid arsenda / Provisions on claims due from credit
0 0 institutions and other claims at the end of the year 0 0
214.369 188.193 Samanlagdar burturleggingar tilsamans / Total accumulated provisions 251.252 209.990
Samanlagdar burturleggingar upp a utlan og abyrgdir 1 % av otlani
0g abyrgdum vid arsenda /Accumulated provisions on loans, advances, and
2,4% 3,0% guarantees in per cent of loans, advances and guarantees, at the end of year 1,5% 2,3%
Aognir, har renturokning er stedgad /
99.687 67.754 Non-accrual loans, advances, and guarantees 106.317 68.754
12 Lansbroev / Bonds
869.122 712.230 Skrasett 3 keypsskalum / Listed on Stock Exchanges 1.042.403 824.408
128.274 0 Onnur Iansbrev / Other bonds 140.546 0
997.396 712.230 Lansbrov tilsamans / Total bonds 1.182.949 824.408
13 Figgjarlig umsetningsogn / Financial current assets
a) Figgjarlig umsetningsogn asett til marknadarvirdi /
999.821 809.460 Financial current assets valued at marked value 1.260.265 809.460
b) Munur millum Gtveganarvirdi av figgjarligari umsetningsogn, undir
pkt. a), og hagra marknadarvirdi uppgerdardagin / Difference
between purchase price of financial current assets listed under a) and the
81.502 17.371 higher marked value at the balance sheet date 31.369 17.371
c) Figgjarlig umsetningsogn, id ikki er dsett til marknadarvirdi /
0 0 Financial current assets not valued at marked value 0 0
d) Munur millum Gtveganarvirdi av figgjarligari umsetningsogn,
undir pkt. ), og haegra marknadarvirdi uppgerdardagin /
Difference between purchase price of financial current assets listed
0 0 under ¢) and the higher marked value at the balance sheet date 0 0
14 Partabrov / Shares
Skrasett 3 keypsskalanum 1 Keypmannahavn /
207.584 55.736 Listed on OMX Nordic Exchange Copenhagen 231.969 58.248
200.826 41.494 Skrasett 3 edrum keypsskalum / Listed on other Stock Exchanges 209.497 41.737
17.572 239.709 Onnur partabrev / Other shares 61.513 277.281
425.982 336.939 Partabrov tilsamans / Total shares 502.979 377.266
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DKK 1.000
2007

Utgreinan av figgjarligari stedisogn / Specification of financial fixed assets

€ik Banki P/F

Samladur keypsprisur vid arsbyrjan / Total purchase price, beginning
Gjaldoyralkursjavning / Currency adjustments

Tilgongd / Additions

Fragongad / Disposals

Samladur keypsprisur vid arsenda / Total purchase price of assets held, end

Samladar upp- og nidurskrivingar vid arsbyrjan /

Revaluation and write-downs of assets, beginning

Urslit / Result

Upp- og nidurskrivingar 1 arinum / Revaluation and write-downs during the year
Onnur tilgongd / Other additions

Onnur fragongd / Other disposals

Afturferdar upp- 0g nidurskrivingar / Reversals of revaluation and write-downs
Samladar upp- og nidurskrivingar vid arsenda /

Total revaluation and write-downs of assets held, end

Bokad virdi vid arsenda / Book value, end
Bolkaod virdi vid arsbyrjan / Book value, beginning

Samtak / Group

Samladur keypsprisur vid arsbyrjan / Total purchase price, beginning
Gjaldoyralkursjavning / Currency adjustments

Tilgongd / Additions

Fragongad / Disposals

Samladur keypsprisur vid arsenda / Total purchase price of assets held, end

Samladar upp- og nidurskrivingar vid arsbyrjan /

Revaluation and write-downs of assets, beginning

Urslit / Result

Upp- og nidurskrivingar 1 arinum / Revaluation and write-downs during the year
Onnur fragongd / Other disposals

Afturferdar upp- 0g nidurskrivingar / Reversals of revaluation and write-downs
Samladar upp- og nidurskrivingar vid arsenda /

Total revaluation and write-downs of assets held, end

Bokad virdi vid arsenda / Book value, end
Bokaod virdi vid arsbyrjan / Book value, beginning

Rolknskapartel 2007 / Annual Accounts 2007

Tilknyttar
fyritoakur/
Subsidiary
undertakings

257.594
0
575.000

0
832.594

105.657
83.175

0

0

595
188.237
1.020.831

363.251

500

500

7.952

1.966

5.986

6.486
8.452

Assosieradar

Adrir

fyritokur/ kapitalpartar/

Associated

undertakings
78.156

0

17.925

1.545
94536

43.830
45.520

7.798

81.552

176.088

121.986

78.156

17.925

1.545
94536

43.830

45.520

7.798

81.552

176.088
121.986

Other
holdings

336.939

-12.518
427.286
325.725
425.982

O O oo oo

425.982
336.939

377.266
-12.518
463.956
325.725
502.979

O O o oo

502.979
377.266
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DKK 1.000
2007

Oitokilig ogn / Intangible assets

€ik Banki P/F

Utveganarvirdi vid arsbyrjan / Acquisition value, beginning
Tilgongd / Additions

Fragongad / Disposals

Utveganarvirdi vid drsenda / Acquisition value of assets held, end

Avskkrivingar og niourskrivingar vid arsbyrjan /

Depreciation and write-downs, beginning

Avskrivingar T arinum / Depreciation

Nidurskrivingar T arinum / Write-downs

Afturferdar av- og nidurskrivingar / Reversal of depreciation and write-downs
Avskrivingar og nidurskrivingar vid arsenda / Depreciation and write-downs, end

Bokad virdi vid arsenda / Book value, end
Bolkaod virdi vid arsbyrjan / Book value, beginning

Samtak / Group

Utveganarvirdi vid arsbyrjan / Acquisition value, beginning
Tilgongd / Additions

Fragongad / Disposals

Utveganarvirdi vid drsenda / Acquisition value of assets held, end

Avslkrivingar og niourskrivingar vid arsbyrjan /

Depreciation and write-downs, beginning

Avskrivingar T arinum / Depreciation

Nidurskrivingar T arinum / Write-downs

Afturferdar av- og nidurskrivingar / Reversal of depreciation and write-downs
Avslkrivingar og niourskrivingar vid arsenda/Depreciation and write-downs, end

Bokad virdi vid arsenda / Book value, end
Bokaod virdi vid arsbyrjan / Book value, beginning

Goodwill/
Goodwill

228.949
160.000

7.282
381.667

16.156
12.653
0

364
28.445

353.222
212.793

228.948
473.472
104.782
597.638

16.156
12.656
0

364
28.448

569.190
212.792

Notur / Notes

Adrar/
Other

9.111
1.854

0
10.965

4.474

2.193

6.667

4.298

4.637

12.474

1.854

14.328

7.599

2.329

9.928

4.400
4.875

/79

Tilsamans/
Total

238.060
161.854

7.282
392.632

20.630
14.846
0

364
35.112

357.520
217.430

241.422
475.326
104.782
611.966

23.755
14.985
0

364
38.376

573.590
217.667
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DKK 1.000
2007

Ttokilig ogn / Tangible assets
Grundaki og

bygningar/

Land and

buildings
€ik Banki P/F
Utveganarvirdi vid arsbyrjan / Acquisition value, beginning 216.344
Tilgongd / Additions 5.151
Fragongad / Disposals 5311
Utveganarvirdi vid drsenda / Acquisition value of assets held, end 216.184
Avslkrivingar og niourskrivingar vid arsbyrjan /
Depreciation and write-downs, beginning 96.779
Avskrivingar T arinum / Depreciation 3.801
Nidurskrivingar T arinum / Write-downs 0
Afturferdar av- 0g nidurskrivingar / Reversal of depreciation and write-downs 0
Avslkrivingar og niourskrivingar vid arsenda/Depreciation and write-downs, end 100.580
Bokad virdi vid arsenda / Book value, end 115.604
Bolkaod virdi vid arsbyrjan / Book value, beginning 119.565
Stralksavskrivad av tolum og innbugvi /
Machinery and equipment fully depreciated at time of acquisition 0
Samtak / Group
Utveganarvirdi vid arsbyrjan / Acquisition value, beginning 218.083
Tilgongd / Additions 5.152
Fragongad / Disposals 6.513
Utveganarvirdi vid drsenda / Acquisition value of assets held, end 216.722
Uppskriving av 0gn vid arsbyrjan / Revaluation, beginning 0
Uppskriving T arinum / Revaluation 138
Uppskriving av ogn vid arsenda / Revaluation, end 138
Avslkrivingar og niourskrivingar vid arsbyrjan /
Depreciation and write-downs, beginning 96.779
Avskrivingar T arinum / Depreciation 3.801
Nidurskrivingar T arinum / Write-downs 0
Afturferdar av- og nidurskrivingar / Reversal of depreciation and write-downs 0
Avslkrivingar og nidurskrivingar vid arsenda /
Depreciation and write-downs, end 100.580
Bokad virdi vid arsenda / Book value, end 116.280
Bolkaod virdi vid arsbyrjan / Book value, beginning 121.304

Stralksavslkrivad av tolum og innbogvi /
Machinery and equipment fully depreciated at time of acquisition 0

Tol og
innbugv/
Machinery,
equipment etc.

65.764
11.682

0
77.446

53.747

4.296
58.043
19.403

12.017

751

70.402
14.460

1.061
83.801

55.433
5.944

111
61.266
22.535

14.969

751

Tilsamans /
Total

282.108
16.833
5311
293.630

150.526
8.097

0

0
158.623

135.007
131.582

751

288.485
19.612
7.574
300.523

138
138

152.212
9.745

0

111

161.846

138.815

136.273

751
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
17 Skuld til Ianistovnar og tjodbankar /
Debt to credit institutions and central banks
0 0 Skuld til tjodbanlkar / Debt to central banks 0 0
5.595.298 3.682.409 Skuld til Ianistovnar / Debt to credit institutions 5.411.535 4.070.947
Skuld til Ianistovnar og tjédbankar tilsamans /
5.595.298 3.682.409 Total debt to credit institutions and central banks 5.411.535 4.070.947
Skuld til Ianistovnar og tjédbankar /
Debt to credit institutions and central banks
253.155 175.754 Uttan uppsegn / Debt payable on demand 386.560 1.416.104
1.783.447 1.601.685 Til og vid 3 manadir / Up to 3 months 1.263.668 743.898
683.888 521.766 Fra 3 mor. til og vid 1 ar / Over 3 months and up to one year 886.499 522.766
2.874.808 1.383.204 Fra 1 ar til og vid 5 ar / Over one year and up to 5 years 2.874.808 1.388.179
0 0 Yvir 5 ar / Over 5 years 0 0
Skuld til Ianistovnar og tjédbankar tilsamans /
5.595.298 3.682.409 Total debt to credit institutions and central banks 5.411.535 4.070.947
18 Innlan / Deposits
2.821.308 2.331.276 Innlan uttan uppsegn / Deposits on demand 8.329.998 2.705.012
1.985.452 2.073.214 Innlan vid uppseen / Deposits at notice 2.405.854  2.099.182
970.799 935.697 Tidarinnskot / Time deposits 1.040.138 957.327
367.280 316.686 Serligir innlanshaettir / Special categories of deposits 1.487.271 354.980
6.144.839 5.656.873 Innlan tilsamans / Total deposits 13.263.261 6.116.501
Innlan / Deposits
2.821.308 2.331.276 Uttan uppsegn / On demand 8.329.998 2.341.256
2.050.716 2.134.039 Til og vid 3 manadir / Up to 3 months 2.621.625 2.542.420
943.138 896.634 Fra 3 mor. til og vid 1 ar / Over 3 months and up to one year 1.152.317 906.265
119.433 118.251 Fra 1 ar til og vid 5 ar / Over one year and up to 5 years 357.757 122.061
210.244 176.673 Yvir 5 ar / Over 5 years 801.564 204.499
6.144.839 5.656.873 Innlan tilsamans / Total deposits 13.263.261 6.116.501
19 Avsetingar til skyldur / Provisions for liabilities and charges
Burturleggingar til pensionir og likknandi skyldur /
2.300 2.447 Provisions for pensions and similar commitments 2.300 2.447
0 0 Burturleggingar til meguligan skkatt / Provisions for deferred taxes 2 0
0 6.000 Adrar burturleggingar til Gtreidslur / Other provisions 880 7.125
2.300 8.447 Avsetingar til skyldur tilsamans/Total provisions for liabilities and charges 3.182 9.572
20 Tal, id ikki eru tikin vid 1 javna / Off-balance-sheet items
Abyrgdir / Guarantees
576.939 381.106 Figgjarligar abyrgdir / Financial guarantees 736.994 600.459
327.170 488.059 Adrar abyrgdir / Other guarantees 354.433 241.373
0 0 Acceptir / Approvals 0 0
103.482 318.500 Adrar skyldur / Other commitments 110.615 320.567
1.007.591 1.187.665 Abyrgdir tilsamans / Total guarantees 1.202.042 1.162.399
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Nota / Note

21

Avleidd figgjarlig ambod bytt eftir resttidarskeidi /
Derivative financial tools split by remaining terms

Aljgdandi virdi /

Rolknskapartel 2007 / Annual Accounts 2007

2007
Netto
marknadarvirdi/

Aljgdandi virdi/

2006
Netto
marknadarvirdi/

Par value Net market value Par value Net market value
€ik Banki P/F
Gjaldoyra- og rentusattmalar / Currency and interest contracts
Til og vid 3 manadir / Up to 3 months
Terminir og futures, keyp / Forwards and futures, bought 42.607 -1.196 167.939 -84
Terminir og futures, sela / Forwards and futures, sold 148.765 735 41.419 49
Fra 3 manadum til og vid 1 ar / Over 3 months and up to one year
Terminir og futures, keyp / Forwards and futures, bought 289.333 6.389 33.760 -217
Terminir og futures, sela / Forwards and futures, sold 289.333 -4571 33.760 413
Fra 1 ar til og vid 5 ar / Over 1 year and up to 5 year
Terminir og futures, keyp / Forwards and futures, bought 56.106 256 279.314 -2.164
Terminir og futures, sela / Forwards and futures, sold 56.106 -172 270.263 3.888
Rentuswaps / Interest swaps 150.000 1.207 0 0
Tilsamans / Total
Terminir og futures, keyp / Forwards and futures, bought 388.046 5.449 481.013 -2.465
Terminir og futures, sela / Forwards and futures, sold 494,204 -4.008 345.442 4.350
Rentuswaps / Interest swaps 150.000 1.207 0 0
Netto marknadarvirdi / Net market value 2.648 1.885
Samtak / Group
Gjaldoyra- og rentusattmalar / Currency and interest contracts
Til og vid 3 manadir / Up to 3 months
Terminir og futures, keyp / Forwards and futures, bought 231.277 -1.417 271.752 -1.386
Terminir og futures, sela / Forwards and futures, sold 339.957 -85 144.386 423
Fra 3 manadum til og vid 1 ar / Over 3 months and up to one year
Terminir og futures, keyp / Forwards and futures, bought 289.333 6.388 33.760 -217
Terminir og futures, sela / Forwards and futures, sold 289.333 -4571 33.760 413
Fra 1 ar til og vid 5 ar/ Over 1 year and up to 5 year
Terminir og futures, keyp / Forwards and futures, bought 56.106 256 279.314 -2.164
Terminir og futures, sela / Forwards and futures, sold 56.106 -172 270.263 3.888
Rentuswaps / Interest swaps 150.000 1.207 0 0
Yvir 5 ar / Over 5 years
Optidnir / Options 850.000 21.913 0 0
Til og vid 3 manadir / Up to 3 months
Rentuswaps / Interest swaps 0 0 2.000 45
Tilsamans / Total
Terminir og futures, keyp / Forwards and futures, bought 576.716 5.227 584.826 -3.767
Terminir og futures, sela / Forwards and futures, sold 685.396 -4.828 448.409 4.724
Rentuswaps / Interest swaps 150.000 1.207 2.000 45
Optidnir / Options 850.000 21913 0 0
Netto marknadarvirdi / Net market value 23.519 1.002
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DKK 1.000
Nota / Note
22 Gjaldoyra- og rentusattmalar / Currency and interest contracts
2007 2006
€ik Banki P/F Positivt/Positive Negativt/Negative Positivt/Positive Negativt/Negative
Terminir og futures, keyp / Forwards and futures, bought 6.654 1.206 0 2.465
Terminir og futures, sela / Forwards and futures, sold 1.210 5.219 4.350 0
Rentuswaps / Interest swaps 157.070 155.863 0 0
Tilsamans / Total 164.934 162.288 4.350 2.465
Samtak / Group
Terminir og futures, keyp / Forwards and futures, bought 7.745 2.076 146 3.913
Terminir og futures, sela / Forwards and futures, sold 2.825 6.015 5.234 510
Rentuswaps / Interest swaps 157.070 155.863 45 0
Optionir / Options 21.913 25.228 0 0
Tilsamans / Total 189.553 189.182 5.425 4.423
23 Marknadarvirdi av ikki-tryggjadum sattmalum /
Market value of non-guaranteed contracts
€ik Banki P/F
Gjaldoyra- og rentusattmalar / Currency and interest contracts
Terminir og futures, keyp / Forwards and futures, bought 6.654 1.206 0 2.465
Terminir og futures, sela / Forwards and futures, sold 1.210 5.219 4.350 0
Rentuswaps / Interest swaps 157.070 155.863 0 0
Tilsamans / Total 164.934 162.288 4.350 2.465
Samtak / Group
Gjaldoyra- og rentusattmalar / Currency and interest contracts
Terminir og futures, keyp / Forwards and futures, bought 7.745 2.076 146 3.913
Terminir og futures, sela / Forwards and futures, sold 2.825 6.015 5.234 510
Rentuswaps / Interest swaps 157.070 155.863 45 0
Tilsamans / Total 167.640 163.954 5.425 4.423
24 Lansvadi av avleiddum figgjarligum ambodum /
Credit risk on derivative financial instruments
Motpartur vid Motpartur vid Motpartur vid Motpartur vid

€ik Banki P/F
Positivt marknadarvirdi aftana motrokning /
Positive market value after netting

Samtak / Group
Positivt marknadarvirdi aftana motrokning /
Positive market value after netting

vadavekt 20% /
Counterpart with
a risk weighting
of 20%

2.768

2.974

vadavekt 100% /
Counterpart with
a risk weighting
of 100%

3.668

6.371

vadavekt 20% /
Counterpart with
a risk weighting
of 20%

423

819

vadavekt 100% /
Counterpart with
a risk weighting
of 100%

339

1.363
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€ik Banki P/F
2007 2006 Nota/ DKK 1.000
Note
25 Marknadarvadi / Market risk
Gjaldoyravadi / Currency risk
0Ogn 1 fremmandum gjaldoyra tilsamans /
234.985 78.407 Total assets in foreign currency
Skuld 1 fremmandum gjaldoyra tilsamans /
7.381 141.041 Total liabilities in foreign currency
234.985 141.041 Gjaldoyrasbending 1 vid arslolk / Exchange rate indicator 1
Gjaldoyragbending 11 pst. av eginogn eftir fradratt /
14,2 14,4 Exchange rate indicator 1 as percentage of equity less statutory deductions
Rentuvadi / Interest rate risk
Rentuvadi av figgjarambodum v. m. tilsamans /
32.978 8.473 Total interest rate risk on debt instruments, etc.
Rentuvadi byttur eftir gjaldoyraslagi / Interest rate risk by currency
31.120 8.014 DKK
2.144 634 EUR
=99 0 ISK
-88 0 GBP
=12 0 usb
101 0 SEK
-88 -175 Annad / Other
26 Stjérn og nevnd / Management and Board of Directors
Lan, pant, vedhald ella abyrgdir, og trygdir fyri somu /
Loans, advances, mortgages, surety or guarantees including collateral
7.604 6.093 L.dn vm., Stjorn / Loans etc., Managing Directors
7.604 6.013 Trygdir, Stjorn / Security, Managing Directors
8.377 4.494 L.an vm., Board of Directors / Loans etc., Board of Directors
8.377 4.494 Trygdir, Board of Directors / Security, Board of Directors
27 Samsyning til grannskodarar valdir av adalfundinum /
Audit fee to the public accountants elected by the General Meeting
954 776 Samsyning fyri roknslkapararid / Total fee for the financial year
354 196 Herav aorar taenastur / There of other services

28 Starvsfolk / Employees
Midaltalid s arsverkum /

2337 204,1 Average number of employees during the financial year, full-time equivalent

Samtak / Group

2007

282.285

7.446
282.285

19,6

65.884

60.111

6.274

-89

-114
-150

7.604
7.604

8.377
8.377

1.928
874

318,7

2006

137.455

160.157
160.157

16,4

15563

13.532
1.248

79
370
334

6.093
6.013

4.494
4.494

1.401
246

2492
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
29 Tilknytt feleg / Subsidiary undertakings
Partur av partapeningi / Part of share capital
100% 100% P/F Inni 100% 100%
100% 100% P/F 12. juni 2003 100% 100%
100% 100% €ik Bank Danmark A/S 100% 100%
100% 0% P/F Property Bonds 1 100% 0%
57% 47% P/F Faroe Real Estate 57% 47%
Millumverandi vid tilknytt feleg /
Amounts due from and due to subsidiary undertakings
Aogn T lanistovnum og tjeabankum /
1.818.322 2.176.763 Claims on credit institutions and central banks 0 0
75.722 17.500 Utlan / Loans and advances 56.189 0
0 0 Lansbrev / Bonds 0 0
1.894.044 2.194.263 0gn tilsamans / Total assets 56.189 0
651.323 14.226 Skuld til Ianistovnar / Debt to credit institutions 0 0
30.020 22.844 Aogn T €ilk Banlka / Deposits in €ik Banki 13.139 7.847
681.343 37.070 Skuld tilsamans / Total liabilities 13.139 7.847
30 Stjérnarlimir og deildarleidarar, id roekja nevndarsessir 1
doétturfelegum hja Eik Banka /7 Management and branch managers
that are board members in subsidiary undertakings of E€ik Banki
P/F Inni, N. Finsensgeta 37, 100 Térshavn
Nevndarformadur / Chairman: Marner Jacobsen, forstjori / Chief Managing Director
Naestformadur / Deputy Chairman:  Bjarni Olsen, stjori / Managing Director
Nevndarlimur / Board Member: @ssur Skeel Nolsee, akisleidari / Executive Branch Manager
€ik Bank Danmark A/S, Noerre Farimagsgade 15, 1364 Keypmannahavn
Nevndarformadur / Chairman: Marner Jacobsen, forstjori / Chief Managing Director
31 Assosieradar fyritekur / Associated undertakings
Partur av partapeningi / Part of share capital
35% 35% P/F Faroe Farming 35% 35%
27% 27% P/F Marine Harvest Faroes (3sur P/F Pan Fish Faroes) 27% 27%
25% 25% P/F Elektron 25% 25%
25% 25% P/F Tyegjara 25% 25%
25% 25% Investea A/S (adur Ejendomsvaekst A/S) 27% 29%
22% 22% P/F 6. sept. 2006 22% 22%
20% 20% Nianet A/S 20% 20%
40% 0% P/F Biotech Invest 40% 0%
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€ik Banki P/F Samtak / Group
2007 2006 Nota/ DKK 1.000 2007 2006
Note
Millumverandi vid assosieradar fyritokur /
Amounts due from and due to associated undertakings
Aogn T lanistovnum og tjoabankum /
0 0 Claims on credit institutions and central banks 0 0
243.397 162.147 Utlan / Loans and advances 243.397 162.147
0 0 Lansbrev / Bonds 0 0
243.397 162.147 0gn tilsamans / Total assets 243.397 162.147
0 0 Skuld til Ianistovnar / Debt to credit institutions 0 0
10.999 54.230 Aogn T €ilk / Deposits in €ik Bank 10.999 54.230
10.999 54.230 Skuld tilsamans / Total liabilities 10.999 54.230
32 Partaeigarar, sum sambeaert §28a 1 partafelagslogini eiga meira
enn 5 % / Shareholders holding more than 5% according to §28a in the
Company Act
52% 62% €ilk Grunnurin / The Eik Fund 52% 62%
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33

Partabravaogn 1 €ik Banka P/F hja nevnd og stjorn vid arsenda /

Shareholdings in €ik Banki of the Board of Directors and Managing Directors at year end

Tal av partabrevum / No. of shares

€gin partabrov /

Nearstandandi /

Eik 887/

Nevnd / Board of Directors own shares Related parties Nominel value
Frithleif Olsen, Formadur / Chairman 3.941 20.803 2.474.400
0dd Arild Bjellvag, Neestformadur / Deputy Chairman 1.443 57 150.000
Finnbogi Niclasen 1.092 68 116.000
Petur Hammer 70 70 14.000
Marian Jacobsen 300 0 30.000
Rolant Vidtfeldt 932 114 104.600
Mathea €. Hilduberg 55 11 6.600
Tormund A. Joensen 306 1.092 139.800
Gert Langgaard 1.243 182 142.500
Bjartur Nolsee - til januar 2008 / until January 2008 2.271 1.044 331.500
Ralkul Dam 160 160 32.000
Inga Dahl - fra januar 2008 / from January 2008 341 770 111.100
Tilsamans / Total 12.154 24.371 3.652.500
Stjorn / Managing Directors
Marner Jacobsen, Forstjori / Chief Managing Director 16.075 424 1.649.900
Bjarni Olsen, Stjori / Managing Director 3.226 956 418.200
Tilsamans / Total 19.301 1.380 2.068.100
34 €gin partabrov / Tal av partabrevum /  Nominelt virdi DKK /  Partur av partapeningi /
Own shares Number of shares Nominal value DKK Prop. of share capital
0Ogn vid arsenda / Holding year end, 2006 681 68.100 0,0%
0Ogn vid arsenda / Holding year end, 2007 166.558 16.655.800 2,0%

Partapeningurin vid arsenda 2007 er 812.927.400 DKK svarandi til 8.129.274 partabrov 3 DKK 100 /
At year end 2007 the sharecapital was DKKK 812.927.400 which is 8.129.274 shares with a nominal value of DKK 100
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Nevnd og stjorn T €ik Banka hava 1 dag vidgjert og good-
kent ars- og samtaksroknskapin fyri €ik Banka P/F
fyri 2007.

Ars- og samtaksroknskapurin fyri tidarskeidid 1.
januar - 31. desember 2007, sum er greiddur av
oklkkum, er settur upp samsvarandi Log um figgjar-
stovnar v.m., kunngerd og leidreglur fra Figgjar-
eftirlitinum vidvikjandi roknskapi fyri peningastovnar
0g 1samsvari vio leidreglur fyri skrasett felog 3
virdisbraevamarknadunum OMX Nordic Exchange 1
Islandi og OMX Nordic Exchange T Keypmannahavn.

Tad er okkara fatan, at ars- og samtaksroknskapurin
gevur eina rattvisandi mynd av ognum og skyldum
felagsins og figgjarligu steduni 31. desember 2007.

Ars- og samtaksroknskapurin verdur lagdur fram til
goodkenningar a adalfundinum.

The Board of Directors and the Managing Directors
have today approved the consolidated and annual
financial statement of €ilk Banki P/F. The financial
statements for the period 1 January - 31 December
2007, which is prepared by us, is set up in accordance
with the Faroese Banking Act and with the executive
order and guidelines of the Danish Financial Super-
visory authority on presentatins of consolidated
financial statements and in accordance with the
guidelines for companies listed on OMX the Nordic
Exchange Iceland and OMX the Nordic Exchange
Copenhagen.

The financial statements give a true and fair view

of the company's assets and liabilities, financial
position and profit/loss for the period 1 January - 31
December 2007.

The consolidated and annual financial statements will
be put before the Annual General Meeting for approval.

€ik Banki P/F
Torshavn, 21. februar 2008

Stjorn / Managing Directors

Marner Jacobsen, forstjori / Chief Managing Director

Bjarni Olsen, stjori / Managing Director

Nevnd / Board of Directors

Frithleif Olsen, formadur / Chairman

Finnbogi Niclasen

Marian Jacobsen

Tormund A. Joensen Ralkul Dam

Rblant Vidtfeldt

0dd Arild Bjellvag, neestformadur / Deputy Chairman

Mathea Hilduberg

Petur Hammer

Inga Dahl Gert Langgaard
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Grannskoodaraatekning

Vit hava grannskodad ars- og samtaksroknskapin

hja €ik Banka P/F fyri raknskaparario 1. januar - 31.
desember 2007, sum leidslan hevur sett upp. Ars- og
samtaksrolknslkapurin er gjerdur samsvarandi Log

um figgjarstovnar v.m., kunngerd og leidreglum

fra Figgjareftirlitinum vidvikjandi roknskapi fyri
peningastovnar og eftir islendskum og donskum
asetingum fra keypsskalum fyri virdisbraevaskrasettar
peningastovnar.

Framd grannskodan

Grannskoodanin er framd samsvarandi kunngerd og
leidreglum fra Figgjareftirlitinum um grannskodan
av peningastovnum og eftir vanliga godkendum
grannskodanarreglum. Grundreglurnar krevja, at
vit leggja til reettis og fremja grannskkadanina fyri
at faa eina grundada sannfering um, at ars- og
samtaksroknskapurin ikki inniheldur tydandi
skeivleilkar, uttan mun til um hesir standast av sviki
ella mistelkkum.

Grannskoodanin er framd vid arbeidsbyti, sum er
avtalad vid uttanhysis grannskodaninag, og hevur
fevnt um meting av virkisgongdum og innanhysis
eftirliti, Troknad vadastyring fyriskipad av leidsluni,
sum er vidkomandi fyri frabodanarhaettir og
tydningarmiklar virkisvadar hja bankanum. Grundad
3 tydning og vada hava vit vid stakroyndum kannad
grundarlagio fyri upphaddum og edrum upplysingum
Tarsroknskapinum, iraknad skjalprogv sum studla
uppundir upphaddir og upplysingar 1 ars- og
samtaksroknskapinum. Harumframt inniheldur
grannskodanin stedutakan til um roknskaparhatturin
er hoskandi og um roknskaparmetingarnar hja
leidsluni eru rimiligar, umframt eina heildarmeting av
ars- 0g samtaksroknskapinum.

Vit hava Iuttikid T grannskodanini av vadum og
odrum tydningarmiklum ekjum og meta, at vit hava
innsavnad nektandi skjalatilfar til tess at roakkka eini
nidurstedu.

Internal Auditor's Report

We have audited the Annual Report of Eikk Banki P/F
for the financial year 1 January - 31 December 2007
presented by the Board of Directors and Management.
The Financial Statements have been prepared in
accordance with the Faroese Banking Act and with
the executive order and guidelines of the Danish
Financial Supervisory Authority on presentation of
financial statements by banks as applied in the Faroe
Islands and in accordance with additional Icelandic
and Danish disclosure requirements for annual reports
of listed financial institutions.

Basis of opinion

We conducted our audit in accordance with the
Executive Order of the Danish Financial Supervisory
Authority on Auditing Financial Undertakings etc.
and in accordance with generally accepted auditing
standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance
whether the Annual Report is free from material
misstatement, whether due to fraud or error.

The audit has been performed in accordance with the
division of duties agreed with the external auditors
3and has included an assessment of procedures and
internal contrals established, including the risk
management organised by Management relevant

to the entity's reporting processes and significant
business risks. Based an materiality and risk, we
have examined, on a test basis, the basis of amounts
and other disclosures in the Annual Report, including
evidence supporting amounts and disclosures in

the Annual Report. Furthermare, the audit has
included evaluating the appropriateness of the
accounting policies applied by Management and the
reasonableness of the accounting estimates made
by Management, as well as evaluating the overall
presentation of the Annual Report.

We have participated in the audit of risk and other
material areas and believe that the audit evidence we
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Innanhysis / Internal

Grannskoodanin hevur ikki givié orsek til fyrivarni.

Nidursteda

Vit mets, at virkisgongdir og innanhysis eftirlit,
iroknad vaodastyring fyriskipad av leidsluni, sum er
viokomandi fyri frabodanarhaettir og tydningarmiklar
virkisvadar hja bankanum, eru nalktandi.

Harumframt meta vit, at ars- og samtaksroknskapurin
gevur eina rattvisandi mynd av bankans ognum,
skyldum og figgjarstedu 31. desember 2007

0g av virksemi og peningastreymi bankans 1
roknskapararinum 1. januar - 31. desember 2007,
samsvarandi Log um figgjarstovnar v.m., kunngerd og
leidreglur fra Figgjareftirlitinum vidvikjandi roknskapi
fyri peningastovnar og eftir islendskum og donskum
asetingum fra keypsskalum fyri virdisbraevaskrasettar
peningastovnar.

have obtained is sufficient and appropriate to provide
3 basis for our audit opinion.

Our audit has not resulted in any qualification.

Opinion

In our opinion, the procedures and internal controls
established, including the risk management organised
by Management relevant to the entity's reporting
processes and significant business risks, are working
satisfactorily.

Furthermare, in our opinion, the Annual Report

gives a true and fair view of the Bank’s financial
position at 31 December 2007 and of its financial
performance and its cash flows for the financial year
1 January - 31 December 2007 in accordance with
the Faroese Banking Act and with the executive order
and guidelines of the Danish Financial Supervisory
Authority on presentation of financial statements

by banks as applied in the Faroe Islands and in
accordance with additional Icelandic and Danish
disclosure requirements for annual reports of listed
financial institutions.

€ik Banki P/F
Torshavn, 21. februar 2008

Sigmund Frederiksen
grannskoodanarleidari / Chief Auditor
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Atelkning fra
oheftum grannslkodara

Til partaeigararnar i €ik Banka P/F

Vit hava grannskodad ars- og konsernroknskapin

hja €ik Banka P/F fyri raknskaparario 1. januar - 31.
desember 2007 vid leidsluatekning, arsfragreioing,
nyttum roknskaparhatti, rakstrarroknskapi,
figgjarstedu, uppgerd av eginogn, peningastreymi

og notum. Arsroknskapurin er gjerdur eftir log

um figgjarligt virksemi, umframt kunngerdum og
leidreglum fra Figgjareftirlitinum fyri peningastovnar.
Harumframt er ars- og konsernroknskapurin gjerdur
samsvari vid islendsk og donsk krev um upplysingar
1ars- og konsernroknskapum hja skrasettum
peningastovnum.

Abyrgd leidslunnar av arsroknskapinum

Leidslan hevur abyrgdina av at gera ein ars- og
konsernroknskap, id gevur eina rattvisandi mynd
Tsamsvari vid 16g um figgjarligt virksemi umframt
kunngerdum og leidreglum fra Figgjareftirlitinum fyri
peningastovnar og harumframtislendsk og donsk
Kkrev um upplysingar 1 ars- og konsernroknskapurm
hja skrasettum peningastovnum. Henda abyrgd
ber1seer, at felagid stedugt hevur tad innanhysis
eftirlit, id skal til fyri at gerast kann ein ars- og
konsernroknskapur, sum gevur eina rattvisandi
mynd uttan tydandi skeivleikar, og uttan mun til um
slkeivleilkarnir standast av sviki ella mistelkum ella vali
av hoskandi roknskaparhatti ella roaknskaparligum
metingum, id eftir umstedunum mugu etlast at vera
hoskandi.

Independent Auditor's Report

To the Shareholders of €ik Banki P/F

We have audited the Annual Report of Eikk Banki

P/F for the financial year 1 January - 31 December
2007, which comprises the Statement of the Board
of Directors and Board of Executives on the Annual
Report, Management's Review, a summary of
significant accounting policies, the income statement,
balance sheet, statement of changes in equity, cash
flow statement for the year then ended and notes
for the Group as well as for the Parent Company. The
consolidated financial statements have been prepared
in accordance with the Financial Business Act and
with the executive order and guidelines of the Danish
Financial Supervisory Authority on presentation

of financial statements by financial institutions

3s applied in the Faroe Islands. Furthermore, the
Annual Report has been prepared in accordance

with additional Icelandic and Danish disclosure
requirements for annual reparts of listed financial
institutions.

The Board of Directors and Board of Executives'
Responsibility for the Annual Report

The Board of Directors and Board of Executives are
responsible for the preparation and fair presentation
of this Annual Report in accordance with the
Financial Business Act and with the executive order
and guidelines of the Danish Financial Supervisory
Authority on presentation of financial statements
by financial institutions as applied in the Faroe
Islands as well as additional Icelandic and Danish
disclosure requirements for annual reports of

listed financial institutions.This responsibility
includes: designing, implementing and maintaining
internal contral relevant to the preparation and fair
presentation of an Annual Report that is free from
material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting
policies; and making accounting estimates that are
reasonable in the circumstances.
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Grannskoodanin og abyrgd grannskodarans

Oklkara abyrgd er vid stedi 1 grannskodanini at gera
eina nidurstedu um ars- og konsernroknskapin.

Vit hava grannskodad samsvarandi galdandi
grannskodanarreglum, id krevja, at vit halda tey
etisku krevini og leggja grannskodanina til raettis vid
denti 8 at faa eina grundada vissu fyri, at13ars- og
konsernraknskapinum eru ikki tydandi skeivleilkar.

Grannskodanin ber1szer, at gjort verdur tad arbeidi,
sum skal til fyri at faa grannskodanarprogy fyri
upphaddum og upplysingum 13rs- og konsernralkn-
skapinum. Grannskodarin metir um, hvat arbeidi skal
gerast, herundir metir hann um vandan fyri tydandi
skeivleikum 7 ars- og konsernroknskapinum, uttan
mun til um skeivleikarnir standast av sviki ella mis-
tokum. Grannskodarin metir eisini um innanhysis
eftirlitio, 10 skal til, fyri at felagid kann gera ein ars- og
konsernroknskap, sum gevur eina rattvisandi mynd.
Hetta verdur gjort fyri at leggja grannskodanina til
reettis eftir umstedunum og ikki at gera eina nidur-
stedu um, hvussu gott innanhysis eftirlitio er. Grann-
skoodanin ber eisini 1 seer, at steda verdur tikin til, um
roknskaparhatturin, sum leidslan nytir, er haskandi,
um teer roknskaparligu metingarnar, sum leidslan
hevur gjert, eru rimiligar, og hvussu roknskapurin sum
heild er gjerdur.

Tad er okkara fatan, at vit hava fingid eitt nalktandi
grannskodanarprogy, id kann vera grundarlag undir

oklkara nidurstedu.

Grannskoodanin hevur ikki givié orsek til fyrivarni.

Auditor's Responsibility and Basis of Opinion

Our respansibility is to express an opinion on this
Annual Report based on our audit. We conducted
our audit in accordance with Danish Standards on
Auditing. Those standards require that we comply
with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the
Annual Report is free from material misstatement.

An audit invalves performing procedures to obtain
audit evidence about the amounts and disclosures in
the Annual Report. The procedures selected depend
on the auditor's judgement, including the assessment
of the risks of material misstatement of the Annual
Report, whether due to fraud or error. In making
those risk assessments, the auditor considers
internal control relevant to the entity's preparation
and fair presentation of the Annual Report in order to
design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing
an opinion an the effectiveness of the entity's
internal contral. An audit also includes evaluating the
3appropriateness of accounting palicies used and the
reasonableness of accounting estimates made by the
Board of Directors and Board of Executives, as well
3s evaluating the overall presentation of the Annual
Report.

We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our

3udit opinion.

Our audit has not resulted in any qualification.
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Uttanhysis / External

Nidursteda

Tad er okkara fatan, at ars- og konsernroknskapurin
gevur eina raettvisandi mynd av felagsins ognum,
skyldum og figgjarligu stedu 31. desember 2007 og
av Urslitinum av virksemi og peningastreymi felagsins
Troknskapararinum 1. januar — 31. desember 2007
Tsamsvari vid 16g um figgjarligt virksemi umframt
kunngerdum og leidreglum fra Figgjareftirlitinum fyri
peningastovnar og 1 samsvari vid islendsk og donsk
Kkrev um upplysingar 1 ars- og konsernroknskapum hja
skrasettum peningastovnum.

Opinion

In our opinion, the Annual Report gives a true and
fair view of the Group's and the Parent Company's
financial position at 31 December 2007 and of the
results of the Group's and the parent company's
operations and cash flows for the financial year 1
January - 31 December 2007 in accordance with
the Financial Business Act and in accordance with
additional Danish disclosure requirements for Annual
Reports of financial institutions as applied in the Faroe
Islands and with additional Icelandic and Danish
disclosure requirements for annual reports of listed
financial institutions.

Torshavn, 21. februar 2008

Rasmussen & Weihe
Statsaut. grannskoodarafelag P/F

Hans Laksa

statsaut. revisor
State Authorized Public Accountant
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Alment

Tidarskeids- og samtaksroknskapurin er gjerdur

T samsvari vid 16g um figgjarligt virksemi v.m. og
kunngerdir og leidreglur fra Figgjareftirlitinum fyri
peningastovnar.

Nyttur roknslkaparhattur er 6broyttur T mun til
undanfarin ar. T hevur dupult skrasetingin 1
summar T, dvikavist OMX Nordic Exchange Island og
Keypmannahavn, vidfert eina ekta Iysingarskyldu

av roknskaparhattinum. Roknskaparhatturin fylgir
teimum krevum, sum eru alegd samtakinum av OMX
Nordic Exchange TIslandi og Keypmannahavn.

Samtaksroknskapur

Samtaksroknskapurin fevnir um €ilkk Banka P/F,

P/F Inni, Eik Bank Danmark A/S, sum eru 100% ogn
hja Eilk Banka P/F.

Samtaksroknslkapurin verdur gjerdur vid at leggja
saman roknskaparpostar vid einshattadum innihaldi
0g vid at draga innanhysis inntelkur og Gtreidslur fra
saman vid innanhysis millumverandi.

Tidargreining

Rentuinntekur, rentuttreidslur og leypandi provisionir
eins og allar adrar tydandi inntekur og Utreidslur
verda tidargreinadar til roknskapartidarskeidid.
Omaksgjeld og stovningarprovisionir v.m. verda
bolkaodar leypandi. Vinningsbyti fra partabrevum
verdur bakao sum innteka, ta peningurin er mottikin.
Rentur av 0tldnum, sum verda mett at vera mist,
veroa ikiki bokadar sum inntoka.

Innanhysis transaktiénir i samtakinum
Transaktionir vid tilknytt og assosierad feleg verda
sum meginregla gjerdar samsvarandi marknadar-
treytum.

Umrokning av Otlendskum gjaldoyra

0Ogn og skuld 1 0tlendskum gjaldoyra verdur bolkad

til almennar gjaldoyrakursir 31. desember. Inntekur og
Utreidslur 1 0tlendskum gjaldoyra verda umroknadar

General

The consolidated and annual accounts are prepared
in conformity with the Financial Business Act and
regulations and directives from the Danish Financial
Supervisory Authority (Finanstilsynet).

The accounting principles are unchanged since
previous year. However, the dual listing on OMX

the Nordic Exchange Iceland and OMX the Nordic
Exchange Copenhagen, respectively, entails increased
disclosure requirements regarding the accounting
principles. The accounting principles follow the
requirements of OMX the Nordic Exchange Iceland
and Copenhagen.

Consolidated Accounts

The consaolidated accounts include €ik Banki P/F,

RP/F Inni, Eik Bank Danmark A/S, SkandiaBanken A/S,
Privestor Fondsmaeglerskab A/S and FinansNyt A/S
which are 100% owned by €ik Banki P/F.

The consolidated accounts are prepared by
consolidating items of the same nature and
eliminating intra-group income and expenses, and
outstanding loan balances.

Income Recognition

Interest income, interest expenses, recurring
provisions as well as all other significant income and
expenses were accrued to the accounting period.
Fees, charges and commissions, etc. were entered as
received. Dividends on shares were entered as income
upon receipt of the funds. Interest on loans, which

are identified as bad or doubtful, was not entered as
income.

Internal Transactions

Transactions with subsidiary and associated
companies were in principle executed in accordance
with market conditions.

Foreign Currency Translation

Assets and liabilities denominated in foreign
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sambaert galdandi valutakursum a bokingardegnum.

Utlén, abyrgdir og d0gn i @drum lanistovnum

Utlan, 3byrgdir og dogn T @drum l&nistovnum verda
stedugt gjognumegingin til tess at Iysa tapsvandan.
Hetta vioforir, at tap og burturleggingar til tap verda
bolkaod 1 ralkstrarralknskapinum undir ,Avskrivingar og
burturleggingar av skuldarum".

Lan vio fastari rentu, har rentuvadin er avdekikadur
vio figgjarligum ambodum, verda ikki kursjavnad.

Virdisbrov

Borsnoterad virdisbrev verda bokao til almennar
kursir 31. desember. Ikki bersnoterad virdisbrov
verda upptikin til Gtveganarvirdi ella til mett
marknadarvirdi.

Partabrev, sum eru at rokna sum figgjarlig stedisogn,
verda bokad til dagsvirodi.

Kapitalpartari tilknyttum og assosieradum fyritakum
Kapitalpartar 1 tilknyttum fyritekum og assosierad-
um fyritelkum verda bakadir til roknskaparliga innara
Viroi.

Oitokiligar ognir

RitbUnadur verdur bokadur til Gtveganarvirdi, fra-
arigid avskrivingar. Avskrivad verdur linjuratt yvir 5
ar. Goodwill verdur bakad til Utveganarvirdi vid keyp,
fradrigid avskrivingar. Avskrivad verdur linjuraett yvir
10-20ar.

Ttokiligar ognir

Grundeki og bygningar verda bokao til Gtveganarvirdi,
fradrigid av- og nidurskrivingar. Avskrivad verdur linju-
rgett yvir 50 ar og vid stedi T einum mettum restvirdi.
Grundoki verda to ikii avskrivad.

Yvirtiknar ognir verda bokadar til mett handilsvirdi.
Innbugv og rakstrartol verda bokao til Gtveganarvirdi,
fradrigid av- og nidurskrivingar. Avskrivad verdur linju-
rett yvir 5-8 ar. Smainnblgv Gtvegad fyri minni enn
20 tkr. verda Utreidsluferd, ta hesi verda Gtvegad.

currencies were translated according to the official
rates of exchange prevailing on 31 December.
Income and expense related to foreign exchange
were converted according to the rates of exchange
prevailing at the transaction date.

Loans, Guarantees and Claims on other

Financial Institutions

Loans, guarantees and claims on other financial insti-
tutions were continually reviewed to determine loss
risk. Consequently, bad debts and provisions for bad
debts were entered in the profit and loss account under
"Depreciation and provisions for loss on bad debts".

Loans with fixed interest where interest risk is
covered by derivatives were not subject to market
value adjustments.

Securities

Listed securities were entered at market values on
30 September. Non-listed securities were entered
at purchase price or at market price, if the latter is
determined to be lower.

Shares that are included in the bank's long-term
investment portfolio were entered at marked value.

€quity in Subsidiary and Associated Undertakings

€quity in subsidiary and associated undertakings was
entered at equity value.

Intangible Assets

Software is booked at cost less a deduction for
depreciation. Software is depreciated according to
the straight-line method over a period of 5 years.

Goad-will is booked at purchase price, less a
deduction for depreciation. Good-will is depreciated
according to the straight-line method over a period of
10 - 20 years.

Tangible Assets

Land and buildings were entered based on purchase
price, less deductions for depreciation and write
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Figgjarlig ambod

Gjaldoyraterminshandlar verda bokadir til marknadar-
virdi vio tidarskeidsenda.

Rentuswaps, sum verda nytt til at avdekka lan vid
fastari rentu, verda ikki kursjavnad. Rentur av swap

verda tidargreinadar og bokadar undir rentuinntelkum.

Skattur

Roknadur skattur av arsvinningi verdur bolkadur 1
arsroknskapinum og fevnir badi um vanligan skatt og
Utsettan skatt. Utsettur skattur, i® kemur av tidar-
fravikum millum arsroknskapin og skattaroknskapin,
verdur Utreidsluferdur og avsettur undir ,Avsetingar
til skyldur". Skattadogn, sum sannlikindi eru fyri
verdur nytt framyvir, verdur tikin vid undir

.0Onnur ogn".

downs. Depreciation was taken according to the
straight-line method over the estimated useful life
with 3 maximum of 50 years. Land was not, however,
depreciated.

Repossessed properties were entered according to
their estimated market value.

Furnishings and equipment were entered at cost
less deductions for depreciation and write downs.
Depreciation was taken according to the straight-line
method over a period of 5 - 8 years.

Furnishings and supplies valued at less than DKK
20,000 were expensed in the purchase year.

Financial Instruments

Currency futures contracts were entered at market
value on 30 September.

Interest rate swaps that were used to secure a
fixed-interest loan, were not subject to market value
adjustments. Interest on swaps was accrued to the
accounting period and entered as interest income.

Taxes

Calculated tax on the profit for the year was stated in
the annual accounts and included both actual tax and
deferred tax. Deferred tax resulting from the timing
differences between the annual accounts and the tax
accounting by the Faroese tax administration was
expensed and stated under ,Provisions for ligbilities
and charges". Tax surplus, which in all probability will
be used in future, was entered as income and stated
under ,Other assets".
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Eilk Banki P/F

Yviri vid Strond 2
P. 0. Box 34
FO-110 Torshavn
Faroe Islands

Tel : +298 348000
Fax : +298 348800

eik@eik.fo
www.eik.fo

BIC/SWIFT: EIKBFO TF

Eilk virdisbrov / €ik Banki Securities

Partabraev / Share 1)

Virdisbraevamarknadir / Stock Exchanges VMF Market on OMX Nordic Exchange Iceland
OMX Nordic Exchange Copenhagen

ISIN code FO0005702340

Bloomberg EIK IR/ EIK DC

Partapeningur / Share Capital DKK 812,927,400

Tal av partabrevum / No. of Shares 8,129,274

Eftirstillad kapitalinnskot / Subordinated Debt

Virdisbraevamarknadur / Stock Exchange OMX Nordic Exchange Copenhagen
ISIN code DK0030034426

Bloomberg FOROYA 5.385

Upphaedd / Amount DKK 150,000,000

1) €ik Bankier vid 1 MidCap+ 8 OMX Keypmannahavn. Endamalid vid MidCap+ er at ekja um dhugan fyri at
handla partabrev 1 midalstorum berskrasettum fyritelkum / €ik Banki is 3 member of MidCap+ set up by the

Copenhagen Stock Exchange to promote liquidity in shares of medium- sized listed companies.

Investor Relations

Finn Danberg, undirstjori / Director and Group CFO
Tel: +298 348610 - E-mail: finn.danberg@eik.fo




