FINAL TERMS

29 March 2006

KAUPTHING BANK HF.

o Issue of ISK 29,068,676,100 Inﬂati‘o-n ELinked Annuity Covered Bonds
S -irrévocab]y and uncoziditiﬁnally guaranteed as td_ paymenis by & -
7. KAUPTHING MORTGAGES INSTITUTIONAL INVESTOR FUND |
e under the ISK 200,000,000,000 o

‘Covered Bond Programme

PART A - CONTRACTUAL TERMS

Tenmns used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions
set forth in the Prospectus dated 29 March 2006 which will, upon approval by the ICEX, constitute a
base prospectus for the purposes of the Prospectus Directive (Directive 2003/71/EC) (the Prospectus ‘
.- Directive). This document constitutes the Final Terms of the Covered Bonds described herein for the -

© . .-puposes of Ariicle 5.4 of the Prospecius Directive and nmst be read in conjunction ‘with the R
"",-_rrlj’ré'_srp}?@mé._.l?u_ll_ information on_the Issuer, the Fund and the offer of the Covered Bonds s .only = |
" available on the basis of the combination of thesc Final Tertus and the Prospeétus. The Prospectus is
. “available for viewing at the office of the Tssubr af Borgartun 19, 105 Reykjavik, Iceland and copies may
" -'be obtained from the Principal Paying Agent at Winchester House, 1 Great Winchester Street, London,

EC2N 2I3B.
- ‘.1_ (a) _ ;"_issuer:_

: '__Q'Guérantoxg: o

2 @ SeesNumber 2
'(b) | ‘Tranche Number: 1
3.  Specified Currency or Currencies: ISK

4, Aggregate Nominal Ampunt_:
@ s Seres:
e Temae
5 IssuePnce e

6. .  Specified Denominations:

7. (a) Issue Date:
()  Interest Commencement Date:
8. Final Maturity Date:

9. - Interest Basis: -
10, Rédemptiﬁn/Payment Basis:
11 Change of Interest Basis of Redemption/Payment

Bagis:

i2. Call Option:

13, - (a) Status of the Covered Bonds:
)

Status of the Covered Bond Guaramiee:

Kaupt}ungBankhf i Lo S
- Kaupthmg "B_zmk_Mortgage's Instituti_bn:ﬂ IBVéSﬁ)_IVFU.‘I-ld '

29,068,676,100 - -
2906867600,

- .10 July 2048 7
E ‘Iﬁﬂatioﬁ Linked Interest
"‘Ammity L

89,14 per cent. of the Aggregate Nominal Amouat
CISK1 B .

30 Mazch 2006
10 April 2006

Not Applicable
Tssuer Call
Séﬁior

Senior




©
Bonds and Covered Bond Guarantee
pbtained:

14. Method of distribution:

- “Board aigleroval for issuance of Covered 28 October 2005 and 10 March 2006, respectively

Not-gyndicated

PROVISIO“IS RELATING TO INFLATION LINKED A.NNUITY COVERED BONDS 7

B 1s. Inﬂauon Lmked Annulty Covered Bonds '

-- - (a)' , Rate(s) of Interest _
(b) Interest Payment Date(s):
{c) Day Count Fraction:
od Business Day Convention
:(e) Formula for ca!culatlon of principal

- amount  due --as

speelﬁe_d "jn
- Condition 7.1: .~ R

Apphcable 7
3.75 per. cent per annimn payable quarteﬂy in arrear

The 10th day of January, April, July and et in
each year up to and including the Final Maturity Date,
with the first Interest Payment Date being 10 July 2006,

Actual/360
Follcmng

An amount calculated by the Calculatmn Agent in

accordance Wﬂh the foilowmg fozmula e

. 1
Azw__xd

(1+n)" -
.where:

A= The amount of each mstalment of the relevant
T Covezed Bonds o ‘ o
=L —

R ___74;"7-; _
o= The Rate of Interest apphcable to the relevant
Covered Bonds;
d= The Specified Denomination of the relevant
Covered Bond,s :
= 159 and -
k= - The number of payments that have ah’ea.dy taken

H Calculation of Annuity Amounat;

place + 1 (k = I Jor the first paymen:f k=2 for
the Second | pavment, etc) . :

The formula to calculate the Apnuity Amount is as
follows:

T
P=———>rxIRxd
1 {1+ r) S
: where
P= The combined payment of ﬁriﬁcipal, interest and

indexation amount of the relevant Covered
Bonds;

c

4;

The Rate of Interest applica‘i}le to the relgyant

W (g



@ |

_ -@
@

CalcuIaimn Agent
In1t1a1 Annulty Arnount
Index Ratio:

Covered Bonds;

d= The Specified Denomination of the relevant

Covered Bonds;
n= 169; and

IR=  The Index Ratio as determined in accordance

7': w1th subparagraph (1) be]ow

Y '-_Issuer

7343480165 L

The value of the Index Ratio (IR) on the releva;nt Interest
Payment Date shall be the value of the Reference Index
(RE) applicable to the relevant Interest Payment Date
divided by the value of the Base Index (BI) as calculated
by the Calculanon Aoent -

.'V'bemg IR =— e

BI

-where:

Reference Index or RI means:

&) for the first day of the relevant calendar month,
© the value of the Consumer Price Index (the CPI)
" for the relevant month as éaleulated by Statistics
RN Teeland pursuant to the Consumer Price Index'
i ;Acf: of 1995 (!og um wsztolu neysluveras RF.
."%7.12/1995) and published monthly in the Legal
= -~ Gazette (Logbzrtmgarb]ac’iza) '

o {1 for each day in the relevant calendar month other

~than the first day:

{a) if the CPI for the calendar month
- . immediately succeeding the month in
. which the relevant Interest ' Payment
S Date falls {the Succeedmg Month CPI)
. has been published as af the relevan?

Interest Payment Date Co
: CPI 30
Rl =CpPl x| —21tL
t CPI ;

R () if the Succeeding Month CPI has not
. - been pubhshed as at the relevant
' Intercst Payment Date: :

o
RI=CPI x(1+ 1)360
where:

=  Reference Index;




CPl,= CPI vale for the first day of the
relevant calendar month;

CPl = Succeeding Month CPI;

d= number of days since the first day of the
: month and - - . :
Cd= annuahsed mﬂa‘aon foreeast of the
L CentralBankofIceland T
Ciand

" Base Index means 252.3.

If at any time a new index is substitated for the CPL, as of

the calendar month from and mcludmg that in whlch such

: substltlmon takes oﬁ'ect‘ ' I -
P (1) 'the Reference Index shall be deemed to refer to
N '.‘f thenew mde*c a_nd .' B T

' () the new. Base Index shall be the product of the

’ ~ existing Base .Im_iex ‘and the Reference Index

" immediately following such substitution, divided

" by the Reference Index nmnedlately pnor to

snch substitution. :

PROVISIONS RELATING TO H\TTI}REST (IF AN Y) PAYABLE o

: 16 _";F1xed Rate Covered BondProwszons B “Not Apphcable
I7. r:_:-, ".Floatmg Rate Covered Bond Prov131ons - : ,'Not Apphcable . S
' 18 “ Zexo Coupon Covered Bond Prov151ons - “Not App_hoabl_e R
19.  Variable Interest Covered Bond Prov;smns ' 'th -Appl'icable
E 20. Dual Currency Interest Covered Bond Provisions  Not Applicable
- PROVISIONS RELATING TO REDEMPTION B
' 3-21-. Issuer Call ERE N R B ‘:.,-Apphcabie L R
ERE () Opnonal Redemptlon Date(s) X "Each Interest Payment Date L

(b) Optlonal Redempuon Amount of cach :Cond1t10n7 6(a) apphes Lo
T Covered Bond and method, if any, of :
calculation of such amountfs):

(c) I redeemable in part:

6 Minimum Redemption Not Applicable
. Amount: '
(i) . Maximum Redemption Not Applicable
- - Amount: T : L 7
(d) Notice perio& (if other than as set outin  As set out in the Termns and Conditions.
the Terms and Conditions): '
22, Final Redemption Amount of each Covered WNot Applicable

Bond:




3.

Early Redemption Amount of cach Covered
Bond payable on redemption on event of default,
etc. and/or the method of calculating the same (if
required or if different from that set out in
Condition 7.5):

As set out in Condition 7.5

- GENERAL PROVISION S APPLICABI_LE TO THE COVERED BONDS

24. * Temporary (Global Covered Bond exchangeable for a

Permanent Global Covered Bond which is exchangeable

" for Definitive Covered Bonds only after an Exchange

Event

Not Applicable

Yes

Not Applicable .

© Not Apptié'ab_te' ,
Not Apphca’ole :

Redenommatmn not appheable

Not Apphcable

Not Applicable

29 March 2006 -

Not applioalale . o
Kaupthing Bank hf,
TEFRAD

F orm of Covered Bonds
25. Additional Financial Centre(s) or other special
provisions relafing to Payment Days:
26. Talons - for future Coupons or Receipts to be
L 'attached to Definitive Covered Bonds (and dates
.. on whlch such Taions mature) ‘ :
lDetaﬂs relatmg to Paltly Pald Covered Bonds ‘
... amount of each payment comprising the Issue ~ - -
- Price and date on which each payment Is_to be-
- ‘made and comsequences of failure to. pay,
inchuding any right of the Issuer to forfeit the
' Covered Bonds and mterest due on late payment
" 28 . .'Detaﬂs relatmg to Instalment Covered Bonds:
RO  Instalment Amount{s)
o o _"(b) Instalment Date(s)
9. Redenommatxon apphcable
30. : Other ﬁnal terms:
DISTRIBUTION
3L, - (a) . Ifsyndicated, names of Managers : -
B 3 (b) Date of Purchase Agreemeﬂt
a gy Stablhsmg Manager (1f any)
32. If non—syndlcated name of relevant Dealer:
33 Whether TEFRA D or TEFRA C rules applicable
or TEFRA rules not applicable:
34. Addmonal sellmg Iestuctmns

Not Apphcable

LISTING AND ADVIISSION TO TRAD]’NG APPLICATION

These Final Terms comprise the final terms required to list and have admitted o tradmo the issue of
Covered Bonds described herein pursuant to the ISK 200,000,000,000 Covered Bond Programme of
Kaupthing Bank hf.

RESPONSIBILITY

Each of the Issuer and the Fund accepts responsibility for the information contained in these Final
Terms. The information contained in paragraph 6 of Part B of these Final Terms has been extracted
from the website of statistics of Iceland www.hagstofa.is or www.statice.is. Bach of the Issuer and the

Wy




. Fund conﬁrms that such mformatlon has been accurately reproduced and tha’r, 50 far as it is aware and
is able to ascertain from information pubhshed by Iceland Statistics, no facts have been omitted which
would render the reproduced information inaccurate or misleading.

be lfofm,iyﬂn
N q:é)ff

Duly auﬁwrzsed

Guémundur B Gaﬁmundsson
Managing Director

Treasury KtBank fceland . - :

d




" PART B - OTHER INFORMATION

LISTING
{a) Listing: ' Icelandlc Steck Exchange
: ,(b)' 7 “Admission to trgding: o . ' --Apphcatton shall be made for the Covered Bonds to be
- Lol o admitted to trading with effect Fom the date of appmvai
i of the Prospectus by the ICEX ' : ‘
.- RATINGS L | R
Ratings: o " The Covered Bonds to be issued have been rated:

Moody’s: Aaa

Obligations rated Aaa by Moody's are judged to be of the
‘ b.lghest quahty w1th minimal credit risk. '

B __'A credlt ratmcr is not a recommendanon 10 buy, sell or
~.- -hold securities and may be revised or mthdrawn by the
.. . Tating agency ¢ at any time. Each ratmg should be evaluated

' mdependently of any other ratmg

IV TERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

Save for any fees payable to the Dealer, so far as the Issuer and the Fund are aware, RO person mvolved in the
issue of the Covered Bonds has an interest material to the offer. SRR :

. ,REASONS FOR THE OFFER ESTIMATED NET PROCEEDS AND TOTAL EXPE\ISES

} .;(a)‘ Reasons for the offer: . ; .‘ f - As sef out in Use ofProceeds ‘,","‘-: E
O Estnnated net proceeds e sk 25,910, 787 900 ' R
(c) "; Esnmated total expenses o ‘1 ISK 867 500 i C

PERFORMANCE OF IN])EX!FORMULA/CPI EXPLANATION or EFFECT ()N '
VALUE OF INVESTMENT AND ASSOCIATED RISKS AND OTI-IERA
INFORMATION CON CERNING THE UNDERLYING

’ ,_sttonc performance of Ihe CPI and its mﬂuence on the va.hze of the Covered Bond’s

S '-The gcneral cash—flow of the Covered Bonds 1s detcrnnned in real terms on the Issue Date o
The nominal vale of each future ‘payment depends on the development of the CPI as
: demonstrated by the formula in paragraph 15 of Part A of this Final Terms. I -

Based on data from Statistics Iceland, the year to year inflation, measured as changes in the
CP1, has been positive for the last 30 years ranging from 1.3 per cent. in 1993 to 67.7 per cent.

in 1982. The average value over the period is 20 per cent. with standard deviation of 21.4 per
cent. The same statistics for the last 10 years 1s an ave:rage mﬂatlon tate of 3.0 per cent and o
standard dev1at10n 0f 2.5 per cent. : o o '

"The deye_lopment c;f "Fhe CPI sinca 2001 is set out in the table below: '

2081 | 2002 2003 2004 2005 2006

Jannary - 202.4 221.5 2247 230.1 2392 2497
February 202.8 220.9 2243 226.4 235.7 249.5

March 204.0 221.8 226.7 230.7 241.5 2523




April 206.5 221.9 227.0 232.0 242.0
May 209.4 221.8 226.6 233.9 240.7
June 212.6 222.8 226.8 235.7 242.4
July 214.2 223.0 226.5 2346 | 2427

| August 214.9 221.8 2263 234.6 2432
September | 216.3 222.9 2279 | 2356 246.9

| October 217.7 12241 ] 2290 237.4 2484

| November | 2185 {2237 .|2293 - .| 2379 | 2480 .
December | 2195 - | 22309 230.0 2350 {2489

Source:  Iceland Statistics

The Central Bank's main objective is price stability, defined as a 12~month rise in the CPI of
. 2.5 per cent. The aim is to keep the rate of inflation on average as close to the farget as
- possible. If it deviates by more than 1.5 per cent. in eithet direction, the Central Bank is

s obliged to present the Icelandic, Govenunent wuh a Teport, which will' be. made public, '

e explaining the reasons for the devmnon from the target and the Central Bank's responses to ﬂ1e T
' ""-iidewanon : I : ‘ ‘ : S

‘_ - '-The development of 12 month 1nﬂat10n (1n percentage ’cenns) singce 2001 is set out in the table e

below:
2001 2002 2003 - | 2004 - | 2005 - | 2006
Jannary |35 - - |94 - |14 124 lao o |44
February |41 - |89 - |15 = |23 - l45 . |41
i March {39 - |87 |22 o lig |47 i
ClaApil o |as 75 |23 |22 a3’
AMay. - |55 - |se 0 |22 v {32 29 -
1 June 6.8 . 48 IR 3.9 2.8
Aaay 170 41 |16 3.6 3.5
| August 79 132 120 3.7 3.7
September | 8.4 3.1 C1 22 34 4.8
| October |80 129 0 |22 - |37 o i 46
November -| 81 -~ 124 '~ |25 .~ |38 ~- {42 -« .
| December. |86 - |20. o i27. |39 . oclar. o

" Source: Iceland Statistics

if policy changes or if the Icelandic economy runs into long-term stagnation it is possible that
the level of the CPI will go down over time resulting in individual future payments on the
Covered Bonds being lower in nominal terms than the real value of the same payment on the
Issue Date -

" Information about the CPI can be obtamed from the Websrce of Statlsms of Iceland bemg
CWWW. hagstofa is or WwWW. staﬁce is. : -

OPERATIONAL INFORMATION
(1)  ISIN Code: | XS0249806935
(b)  Common Code: 024980693




©

L@
@

Auy ,-ciearing systém(s} other than

Eoroclear  Bank S.AMNV. o1
Clearstream Banking, société anonyme
and the relevant  identification
nurnber(s):

Dehvery

‘Names and addresses of_ addltzonal
' _"Paymg Agent{s) (1f any) :

Not Applicable

De]wery against payment

~Not apphcable B h

S




