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                 Interim results 
 
          7 Nov 2007 
 
 

SPRON’s 9 Month Results 2007 
 

Net after-tax profit ISK 9.3 billion 
Return on equity (ROE) 41.6% 

 
 
Highlights from the first nine months of 2007: 

 
• SPRON reported an after-tax profit of ISK 9,279 million in the first nine 

months of the year 
• Return on equity after-tax was 41.6% on an annualised basis 
• Net interest income amounted to ISK 15,297 million in the period and has 

never been higher 
• Net interest margin was 1.2% 
• Total assets amounted to ISK 219,188 million at the end of September 2007 

and increased by 18.8% from year end 2006 
• Loans to customers amounted to ISK 148,583 million at the end of 

September and increased by 15.8% from year end 2006 
• Customer deposits amounted to ISK 74,625 million and increased by 31.9% 

from year end 2006   
• Customer deposits represent 50.2% of loans to customers at the end of the 

period 
• SPRON’s funding position is strong and doesn´t require refinancing of larger 

loans in the next 2 years 
• Equity at the end of September amounted to ISK 35,105 million 
• The bank’s capital adequacy ratio was 11.6% at the end of the period. Tier 1 

capital was 27.4%. 
 
Highlights from the third quarter of 2007: 

 
• SPRON reported a loss of ISK 850 million after taxes in the period due to 

difficult conditions in financial markets 
• Net interest income amounted to ISK 746 million and has increased in 

comparison to recent quarters 
• Net commission income totalled ISK 360 million and has never been higher in 

one quarter 
• Deposits increased by ISK 8.0 billion or by 12.0% 
• Loans to customers increased by ISK 10.3 billion in the quarter or by 7.5%   

 
Gudmundur Hauksson CEO:  
“The operating results for the first nine months of the year are good and SPRON’s 
operating income has never been higher, exceeding our expectations. SPRON’s core 
income is strengthening but at the same time our stock investments have suffered 
due to turbulence in financial markets.  The Group’s profits totalled ISK 9.3 billion in 
the first nine months and ROE was 41.6% which is well above our goal for the year.  
Prospects for the year are good with the continued strengthening of the Group’s core 
operations.” 
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Key figures from SPRON’s consolidated financial statements 

 

 



 

SPRON :: Ármúli 13a :: 108 Reykjavik :: Iceland :: Tel: +354 550 1200 :: www.spron.is 3 

 
Quarterly overview 
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Income statement 
 
After-tax profit of ISK 9.3 billion 

SPRON’s pre-tax profit for the first nine months of the year totalled ISK 11,118 
million compared to ISK 11,817 million for the same period in 2006.  After-tax profit 
amounted to ISK 9,279 million compared to ISK 9,774 million in the first nine 
months of 2006. After-tax ROE was 41.6% on an annualised basis.  SPRON reported 
a loss of ISK 850 million in the third quarter due to difficult conditions in financial 
markets.  
 
Net operating income ISK 15.3 billion 

Net operating income for the first nine months of the year amounted to ISK 15,298 
million and increased by 3.4% compared with the same period in 2006. Net 
operating income for the third quarter amounted to ISK 324 million.  
 
Net interest income ISK 1.8 billion 

Net interest income amounted to ISK 1,845 million in the first nine months of the 
year compared with ISK 2,240 million in the same period last year. Interest income 
for the first nine months of the year amounted to ISK 15,217 million compared with 
11,469 million in the same period last year and increased by 32.7%.  Interest 
expenses amounted to ISK 13,371 million in comparison with ISK 9,228 million in 
the same period in 2006 and increased by 44.9%. Net interest income amounted to 
ISK 746 million in the third quarter which is the best quarter of the year.  
 
Interest margin measured against the average size of the balance sheet was 1.2% 
compared with 2.1% in the first nine months of 2006. Interest margin measured 
against the average size of interest bearing assets was 1.6% in the first nine months 
of 2007.  SPRON’s interest margin is affected by inflation which explains partly a 
decline in the interest margin in the first nine months of 2007 in comparison with the 
same period in 2006. 
 
Net commission income ISK 902 million 

Net commission income amounted to ISK 902 million in the first nine months of 2007  
compared with ISK 710 million in the same period last year and has increased by 
27.0%. Net commission income amounted to ISK 360 million in the third quarter and 
is the best quarter in the Group’s operations from inception.  
 
Other operating income ISK 12.6 billion 

Other operating income in the first nine months of 2007 amounted to ISK 12,550 
million and increased by 6% compared with the same period last year. Other 
operating income was negative by ISK 783 million in the third quarter. SPRON has 
reported a substantial profit from its shares in Exista during the year. The Group’s 
share in Exista through direct ownership was 3.0% at the end of September.  Other 
investments have also returned a profit despite considerable fluctuations in financial 
markets.  In the first nine months of the year share of profit of associates amounted 
to ISK 2,152 million in comparison with ISK 1,516 million in the same period last 
year.  During the period SPRON sold a part of its shares in Exista to Kista-
Investments with Kista’s shares in Exista amounting to 8,9% at the end of 
September 2007. Kista-Investments is an associate of SPRON and SPRON’s share in 
Kista was 48.4% at the end of September 2007. SPRON’s direct and indirect holding 
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in Exista amounted to 7.44% at the end of the period. SPRON’s share in Icebank was 
24.6% at the end of September. Icebank reported a considerable increase in profits 
from the previous year. On 12 October 2007 SPRON announced its sale of a 20.6% 
share in Icebank and after the sale SPRON’s holding will be 4%. The profit from the 
sale will be accounted for in the fourth quarter in 2007 and amounted in total to ISK 
3.2 billion. The sale is contingent on the approval of Icebank’s lenders (change of 
control) and the Financial Supervisory Authority in Iceland.  
 
Operating expenses ISK 3.8 billion 

The operating expenses for the first nine months of the year amounted to ISK 3,820 
million and increased by 44.4% from the same period in 2006.  Salaries and related 
expenses was ISK 1,810 million compared with ISK 1,280 in the same period last 
year. Number of positions at period end were 265 compared with 226 at the end of 
september 2006. Other operating expenses amounted to ISK 1,892 million in the 
first nine months of the year compared with ISK 1,296 million in the same period last 
year.  
 
Impairment on loans and advances ISK 359 million 

The impairment on loans and advances in the first nine months of the year 
amounted to ISK 359 million compared with ISK 329 million in the same period 
2006. 
 
The balance sheet 
 

Total assets ISK 219.2 billion 

Total assets amounted to ISK 219,188 million at the end of September compared 
with ISK 184,501 million at the end of year in 2006 and have increased by 18.8% 
during the year.  
 
Loans to credit institutions ISK 5.3 billion 

Loans to credit institutions totalled ISK 5,349 million at the end of september 2007  
compared with ISK 7,222 million at the end of the year 2006. 
 
Loans to customers ISK 148.6 billion 

Loans to customers amounted to ISK 148,583 at the end of September compared 
with ISK 128,296 million at year end 2006 and have increased by 15.8%. As before 
loans to individuals amount to 60% of total loans to customers. Allowances for losses 
on loans to customers was ISK 1,394 million which is 0.9% of loans to customers at 
the end of September 2007 and is unchanged from year end 2006. Allowances for 
losses on loans to customers has seen little changes in recent years but at the same 
time loans to customers have increased by 300% from year end 2003. 
 
Trading assets ISK 29.3 billion 

Trading assets amounted to ISK 29,276 million at the end of September 2007 and 
increased by 44.1% from year end 2006. Financial assets designated at fair value 
amounted to ISK 15,131 million at the end of September 2007 and have decreased 
by 9.7% from year end 2006. Investments in associates amounted to ISK 11,896 
million at the end of September 2007 compared with ISK 4,580 million at year end 
2006. During the year SPRON sold a part of its shares in Exista to Kista Investments 
which explains the decrease in financial assets designated at fair value and the 
increase in investments in associates.  
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Deposits from credit institutions and the Central bank of Iceland ISK 5.7 

billion 

Deposits from credit institutions and the Central bank of Iceland amounted to ISK 
5,688 million at the end of September 2007 in comparison with ISK 11,524 at year 
end 2006. 
 
Deposits from customers ISK 74.6 billion 

Deposits from customers ISK 74,625 million at the end of September 2007 and have 
increased by 31.9% from year end 2006. 
 
Customer deposits represent 50% of loans to customers  
Deposits from customers represent 50.2% of loans to customers compared with 
44.1% at year end 2006. SPRON’s funding position is strong and doesn´t require 
refinancing of larger loans in the next 2 years.  
 

Borrowings ISK 88.6 billion 

Borrowings amounted to ISK 88,553 million at the end of september 2007 compared 
with ISK 69,642 million at year end 2006. 
 
Subordinated loans ISK 5.5 billion 

Subordinated loans amounted to ISK 5,476 million at the end of September 2007 
compared with ISK 5,216 million at year end 2006. 
 
Capital adequacy ratio 11.6% 

SPRON’s equity amounted to ISK 35,105 million at the end of September 2007 in 
comparison with ISK 34,775 million at year end 2006.  During the period dividends 
were paid out amounting to ISK 8,949 million. SPRON’s capital adequacy ratio was  
11.6% at the end of the period.  
 
Core operations 

 
Profit from core operations ISK 3.7 billion 

Profit from core operations in the first nine months of 2007 amounted to ISK 3,672 
million compared with ISK 2,366 million in the whole year of 2006.  
 

9M 2007 2006 2005 2004

Profit before income tax 11,118 10,879 4,956 1,984

Trading gains deducted -12,295 -11,522 -4,963 -1,981

Adjusted net interest income 4,429 2,584 899 224

Cost adjustments 420 426 307 255

Core operations before tax 3,672 2,366 1,198 482

Pre-tax ROE of core operations 16.4% 15.4% 18.1% 9.2%  
 
In calculating SPRON’s profit from core operations, trading gains on equities of all 
types, as well as other trading gains, are deducted. The net interest income is 
increased accordingly to reflect the cost of the Group of financing tied up in bond and 
equity positions.   
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Prospects  
 

SPRON’s operations have exceeded expectations during the year. Turbulence in 
international markets have had an effect, particularly investments in stocks. Return 
on equity was 41.6% which far exceeds SPRON’s goal of 15% on an annualised 
basis.  
 
SPRON sold 20.6% in Icebank in October and after the sale SPRON’s holding in 
Icebank amounts to 4%.  With the sale SPRON’s indirect share in Exista decreases 
by 0.5% and after the sale SPRON direct and indirect shares in Exista is 7.44%.  The 
net effects of the sale on SPRON’s operations amount to ISK 3.3 billion. The sale is 
contingent on the approval of lenders (change of control) and the Financial 
Supervisory Authority in Iceland. 
 
Turbulence in international markets has continued but at the same time SPRON’s 
core operations have strengthened.  The prospects for the year in whole are good 
and management expects that results will be strong.  In should however be borne in 
mind that the operations of a bank such as SPRON are subject to uncertain factors, 
such as developments of the financial market and other factors which are beyond 
SPRON’s control.  
 
 

Five year overview 
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Five year overview - continued 
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Auditors' review  

The Interim Consolidated Financial Statements have been reviewed by SPRON’s 
auditors. 
 
Presentation to shareholders and market participants 

A presentation for shareholders and market participants will be held on Thursday 8 
November at 8:30 a.m. at the Grand Hotel in Reykjavik. Gudmundur Hauksson CEO 
will present the bank’s results and answer questions.  Information regarding the 
presentation will be made available after the meeting on SPRON’s website 
www.spron.is and the OMX Nordic Exchange’s website, www.omxgroup.com. 
 
Further information 

 

For further information please contact Gudmundur Hauksson CEO, tel: +354 550 
1200 or Jona Ann Petursdottir Head of Public Relations, tel: +354 550 1771. 
 
Publication of Q4 results and the annual financial statement for 2007 

 
The publication of the Q4 results and the annual financial statement is scheduled on 
6 February 2008.    
 

 
 
 
 
 
 


