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DIFFICULT QUARTER IN INSURANCE OPERATIONS

Q4 2019 HEADLINE FIGURES

Post-tax profit
ISK 347m

Q4 2018: ISK 344m

ROE (Annualized)

9.1%

Q4 2018: 10.8%

EPS
ISK 0.51

Q4 2018: ISK 0.50

ROI
2.6%

Q4 2018: 1.8%

Combined ratio

108.7%

Q4 2018: 100.3%

Cost ratio
18.7%

Q4 2018: 20.0%

Technical results

ISK -365m

Q4 2018: ISK -13m

Solvency ratio
2.18x

Q4 2018: 1.74x




ROE 13% DESPITE CHALLENGING YEAR IN INSURANCE

FY 2019 HEADLINE FIGURES

Post-tax profit
ISK 1,866m

FY 2018: ISK 701m

ROE
13.0%

FY 2018: 5.3%

EPS
ISK 2.74

FY 2018: ISK 1.03

ROI
10.1%

FY 2018: 6.6%

Combined ratio

101.9%

FY 2018: 103.9%

Cost ratio
18.3%

FY 2018: 19.9%

Technical results

ISK -308m

FY 2018: ISK -609m

Solvency ratio
2.18x

FY 2018: 1.74x




UNACCEPTABLE COMBINED RATIO IN Q4

SPLIT OF COMBINED RATIO (%)

= Fewer large claims
Q4 FY incidents year over
year despite high
number of large claims
this quarter

108.7 103.9 101.9

= High negative
development of claims
in Marine in the quarter

= Combinedratioin FY
19 excluding Marine
was 94.5%

= Bad weather in
December had a
negative effect on the

claims ratio
20.0 18.7 20.0 18.3
= Operational expenses
Q42018 Q42019 FY 2018 FY 2019 decrease year over
year
I Large Claims* B Claims from prior periods [ Claims from stated period Cost

* Large claims are claims over ISK 50m



HIGH NUMBER OF LARGE CLAIMS IN MARINE

SPLIT OF COMBINED RATIO (%)

FY 2018 FY 2019
189.8
V)
1325 219
109.1 229 109.0 1
: : 102.6 102.4 03.6
8.2 100.4
231 8.7 13.9
. 8.5
22.6 817 78.9
2.8 7.4 0.0
=504 10.9
53.0
38.7
24.6 23.3 19.3 132 15.6 24.2 21.0 225 185 A 146 17.6
B | a7
Property Marine** Motor Liability Accident Life Property Marine** Motor Liability Accident Life
I Large Claims* WM Claims from prior periods [ Claims from stated period Cost

* Large claims are claims over ISK 50m
** Marine = Marine Hull & Cargo




NET PREMIUMS INCREASE BY 7% IN Q4

Development of Net premiums (ISKm)

m
m
m
m

Q4 18 Property Marine* Motor Liability Accident Life Q4 19 FY 18 Property Marine* Motor Liability Accident Life FY 19

Split of Net premiums (%)

3%
@,% 19% @ 21% @,‘% 21%
6% 7%

7%

8% 7% 8%
46% 48% 49%
Q4 2018 Q4 2019 LT™M
[ | Property Il Marine* Motor Liability Il Accident Life

*Marine = Marine Hull & Cargo



Asset class 31.12.2019 (ISKm)

Cash and restricted deposits
Securities

Government bonds
Bonds

Asset backed bonds
Other bonds and funds
Equities and funds
Listed equities and funds
Unlisted equities

Other securities

Loans to customers

Total

[ | Capital gains/losses

ROI 2.6% IN Q4 19

INVESTMENT INCOME

Income Q4 19
6,438 21
28,015 Bl 738
2,026 -28
h 14,690 143
7,793 83
6,897 60
N 8856 638
2,657 251
6,199 387
B 2443 -14 -389
822 14
_ 35,276 - 773
Other investment income 74

Total investment income

FX Interests, Indexation

Income FY 19

72

316

1,774

1,348

2,481

2,630

2,945

Unlisted equities delivered 23.4% return in
FY 19, mostly due to stakes in Eyrir, S121
and HSV (which has now been sold)

Listed equities delivered 13.5% return in
FY 19. Marel largely explains the

outperformance of Gamma Equity Index
(+26.7%) but TM’s exposure to Marel is
mostly through Eyrir (Unlisted equities).

Other securities delivered -12.2% return
during the year, mostly due to the write-off
of Gamma Novus real estate fund

Return on Investments (Rol)

14.9%
10.1%
2.t|3% 2.2%
Q419 GAMMA FY 2019 GAMMA
Multi Asset Multi Asset
Index Q4 19 Index FY 19




STRONG CASH FLOW FROM INSURANCE OPERATIONS L1,

CASH FLOW FROM OPERATIONS (ISKm)

Collected premiums 16,309 16,437

Paid claims 12,697 11,499

Paid expenses 3,055 2,774
Cash flow I 556 - 2,165
from insurance

_ Cash flow 1,003 885
from investments
Paid taxes i 211 { 0
Cash flow

1,348 3,050

from operations

FY 18 FY 19



INCREASE IN LIQUID ASSETS TO FUND PURCHASE OF LYKILL

Asset class 31.12.2019 (ISKm)

Cash and restricted deposits 6,438
Securities
Government bonds 2,026
Bonds h 14,690
Asset backed bonds 7,793
Other bonds and funds 6,897

Equities and funds - 8,856

Listed equities and funds 2,657
Unlisted equities 6,199
Other securities l 2,443
Loans to customers | 822

Total

BREAKDOWN OF INVESTMENT ASSETS

28,015

35,276

A Q419
4,383
-430
-864
1,702
-560
2,262
-794
-1,170
376
-474
-56
3,897

-634

-477

=717

-842

-232

AFY 19

4,994

3,530

6,339

™

Cash and Other bonds and
funds (mainly liquidity funds)
increased during the quarter
as assets were sold to fund
the purchase of Lykill

Cash and liquidity funds total
ISK 10.6bn at 31.12.2019

68% of fixed income portfolio
is indexed at 31.12.2019.
Duration of the portfolio is
6.1 years

Indexation is mainly through
Asset backed bonds. The
Government bonds portfolio
is mainly non-indexed

Exposure on listed equities is
also through Unlisted
equities and Other securities
with a total exposure of ISK
5.8bn



Largest assets in the
match portfolio

Largest assets in the
free portfolio

AL 260148

EIK 161047
RIKB 28 1115
REITIR 150529
REGINN 250948
ARION CBI 26
LBANK CBI 28

Total 7 largest match portfolio assets

S121

Eyrir Invest
Arion banki
JR COF
Nordurturninn
Gamma Opus
EE (Eskja)

Total 7 largest free portfolio assets

TM'S LARGEST INVESTMENTS

31.12.2019 (ISKm)

1,312
1,080
896
719
514
503
482

Y £ 5,504

2,845
1,266
1,182
676
626
581
570

Y f 7,745

35,276

7 largest assets
matching claims
reserves

42%
Other assets
9,149 matching claims
reserves

7 largest assets
in free portfolio

58%

12,878 Other assets in
free portfolio

Investment
Assets 31.12.2019



NET CLAIM RESERVE INCREASES FY 19

TECHNICAL PROVISION 31.12.2019 (ISKm)

Net Claim reserve

Reinsurers share
of claims reserves

Net Premium reserve

Reinsurers share
of premiums reserves

Risk margin

Technical provision total

14,075

5,012

91

578

-314

AFY 19

1,988

206

58

Development of Net claim reserve (ISKm)

11,831

605 14,075
v L A 1049 605
31.12.2018 Netclaims Netclaims Netclaims Development Change in 31.12.2019
in the period  paid for paid for  of net claims discounting
the period prior years reserve for  for prior
prior years periods




LYKILL TAKEOVER EXPLAINS HIGH SOLVENCY RATIO

SOLVENCY CAPITAL REQUIREMENTS

TM has set its risk appetite for the Solvency ratio with a target of 1.50x 8.883

The SCR is risk based and reflects TM's total risk calculated by the standard 8,362

formula 4,660
4,278

. Risk appetite
o Action required
Eligible own funds

to meet the SCR (ISKm) e

|
|
SCR (ISKm) 8,883 :
|
|

| 31.12.2018 31.12.2019

A Non-life underwriting risk
LAXSCR 1.7xSCR 2.2xSCR Life & health underwriting risk
(max)

I Market risk
Il Counterparty risk
Solvency ratio: 2.18 Il Operational risk

I Diversification effects
Il TLAC of deferred taxes

* SCR: Solvency Capital Requirement



SOLVENCY RATIO ESTIMATED AROUND 1.45x WITH LYKILL

BEST ESTIMATE BASED ON 31.12.2019

G5y v L
Solvency ratio: 1.45
20,503
= Temporary calulations of the 19,338 1,165 4 x1.4
consolidated group SCR and SCR
Eligible own funds with Lykill in the
group Solvency
_ S 14,119
= The resulting SCR well in line with
the groups current target solvency
ratio 5938
- T_he new group intends to set a new 8,181
risk appetite statement based on
the current one but more suitable to
the structure of the new group
™ Lykill Total Own funds Lykill Total eligible
estimated estimated Capital 31.12.2019 transaction, own funds
SCR post Capital Requirements net change

transaction  requirements

13



PBT FORECASTED ISK 2,387m in 2020

OUTLOOK
PBT* ROE* Combined ROI EPS*
ISK 2,387m 11.0%** Ratio 7.7% ISK 2.85**
98%

2019: ISK 1,873m 2019: 13.0% 2019: 102% 2019: 10.1% 2019: ISK 2.74

* Lykill included in 2020 numbers
** Estimated tax rate 8%



OPERATING FORECAST FOR 2020

ngﬁq‘;‘“ ’ Q120 Q220 Q320 Q420 2020e
Premiums f.0.a. 4,004 4,176 4,384 4,365 16,930
Investment income 426 589 423 577 2,015
Netinerest income and 413 458 471 587 1,929
Total income 4,844 5,222 5,278 5,530 20,874
Claims f.0.a. (3,451)  (3,260)  (3,327)  (3,430) (13,467)
Other expenses (1,331) (1,247) (1,183) (1,260) (5,020)
Total expenses (4,781) (4,506) (4,509) (4,690) (18,487)
profitbefore income 62 716 768 840 2,387
Cost ratio 20% 19% 17% 18% 19%
Claims ratio 86% 78% 76% 79% 80%
Combined ratio 106% 97% 93% 97% 98%
Technical results (249) 120 310 143 324
Return on Investments  1.6% 2.2% 1.6% 2.1% 7.7%
Profit from financing 60 171 207 280 718

operations b.t.

*Operating forecast is subject to final group cost analysis. Not including intercompany transactions



ACQUISITION OF LYKILL

HIGHLIGHTS

=  TM concluded the purchase of Lykill fjarmognun hf. from Klakki ehf. on January 7t 2020 with a payment of
ISK 9,250m

= The Purchase price also includes distributable after-tax profit of Lykill for full year 2019 of ISK 344m. The
total purchase price thus equals ISK 9,594m

= On December 122019, TM concluded a share capital offering to partly finance the purchase of Lykill. The
proceeds of the offering amounted to ISK 3bn

o 93.75m of new shares in TM were sold to investors at ISK 32.0 per share
= Lykill had equity of ISK 11,847m at end of FY 2019
= Purchase price equals P/B 0.81x
= Solvency capital ratio is estimated around 1.45x with Lykill

=  TM'’s operations will from now on be divided into three equally important pillars; insurance operations,
lending activities and investment activities

Lykill

* Final total purchase price to be confirmed as Lykill PAT for FY19 has neither been audited nor confirmed by the board



NEW ORGANIZATIONAL CHART

INSURANCE LENDING INVESTMENTS

Hjalmar Sigurpérsson Lilja Halldérsdattir Markuas Hordur Arason

Corporate Lines Lending Services Asset Management
Personal Lines Operations Treasury

Claims Services




COST SYNERGIES

HEADQUARTERS OFFICE Ly ki I l

= Lykill's operations will in the coming weeks be moved to TM’s headquarters at Sioumali
24 with the aim to finalize the relocation by the end of February 2020

EMPLOYEES
= Layoffs have already taken place Total cost
= Currently no further job cuts anticipated in relation to the acquisition synergies

= Support functions will be outsourced to TM as per new corporate structure estimated
ISK 200-300m p.a.

OTHER COST SYNERGIES

= Professional services

= Facility costs

= Utilities




TM PROFORMA BALANCE SHEET*

31.12.2019 (ISKm)

Assets Equity and Liabilities

Loans Equity

Operating lease assets Technical provision = Total assets almost

" 75,231 . 75,231 o

I securities ’ I Borrowings double which is
Ml Deferred tax asset Il Ssubordinated debt mostly explained by
I Trade receivables Il Other liabilities 19,606 increase in Loans

Cash and cash equivalents and Operating lease
Il Other assets 36,102 assets

= Total liabilites more
41,354 43,471 41,354 43,471 20,080 than double which is
822 mostly due to
11,847 borrowings
17,351
= Total equity close to
35,280 ISK 20bn post
acquisition
2,488
100 1,483 1,189 20,080
1,089
6,433 2,769 6,202 2,231
— 1876 362 p—2.238 1,601 497
™ Lykill Proforma ™ Lykill Proforma

* Not including intercompany transactions



TM STARTS COOPERATION WITH TOYOTA

Toyota Insurance Management, in cooperation
with Toyota Iceland, has chosen TM as its
Icelandic partner for Toyota and Lexus Insurance

Toyota and Lexus salespeople can now sell
motor insurance with cars under the new
Insurance Distribution Directive

TM provides Toyota and Lexus with a state-of-
the-art automatic solution for salespeople and
will soon launch an online self-service solution
for all current Toyota and Lexus owners

Toyota and Lexus Insurance offers premium
coverage over regular motor insurance

TM is very proud to work closely with Toyota and
Lexus on this disruptive project

TOYOTA TRYGGINGAR

VATRYGGT AF TM
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APPENDICES




TM INCOME STATEMENT

(ISKm) Q118 Q218 Q318 Q418 FYy18 Q119 Q219 Q319 Q419 FY19
Premiums f.0.a. 3,787 3,851 4,095 3,915 15648 3,814 3992 4222 4180 16,208
g‘n"def)tt';]‘:r”itnig‘ggge 746 365 244 513 1,868 960 1,491  (331) 854 | 2,975
Total income 4532 4216 4,340 4,429 17,516 4,774 5483 3,891 5034 19,182
Claims f.0.a. (3294) (3,442) (3,255) (3,146) (13,136) (3,317) (3,093) (3,369) (3,765) (13,543)
Other expenses (977)  (971)  (840)  (891)  (3,680) (1,003) (949)  (808)  (1,009) (3,766)
Total expenses (4,271) (4,413) (4,095) (4,037) (16,816) (4,320) (4,041) (4,177) (4,772) (17,309)
g}?ﬁt beforeincome g, (197) 245 391 700 454 1,442  (286) 262 | 1,873
Income tax 28 57 (38) 47) 0 (21) (106) 34 85 )
Profit after tax 289  (140) 208 344 701 433 1337 (251) 347 1,866




TM BALANCE SHEET

31.12.2018 31.12.2019

(ISKm) 31.12.2018 31.12.2019
Assets

Operating assets 325 279
Right-of-use assets 0 427
Goodwill and other intangible assets 489 666
Restricted cash 5 5
Loans 1,054 822
Securities 26,438 28,015
Investment where investment risk is borne

by life-insurance policyholders & 59
Deferred tax asset 88 100
Assets classified as held for sale 3 25
Reinsurance assets 720 415
Trade receivables 4,052 4,108
Cash and cash equivalents 1,439 6,433
Assets total 34,651 41,354

Equity

Share capital 678 772
Share premium 426 3,288
Reserves 271 193
Restricted earnings 4,363 5,213
Retained earnings 7,566 7,886
Equity total 13,303 17,351
Liabilities

Technical provision 18,133 20,080
Technical provision for life-insurance

policies where investment risk is borne by 37 59
the policyholders

Lease liabilities 0 515
Derivatives 0 35
Trade and other payables 1,005 1,082
Subordinated debt 2,173 2,231
Liabilities total 21,347 24,003
Equity and liabilities total 34,651 41,354

™




TM 20 LARGEST SHAREHOLDERS*

%

1 Stodir hf. 9.97
2 Gildi - lifeyrissjéour 9.25
3 Lifeyrissjodur verslunarmanna 8.29
4 [slandsbanki hf. 7.32
5 Lifeyrissj. starfsm. rikisins A-deild 7.09
6 Birta lifeyrissjodur 6.61
7 LF Miton UK Multi Cap Income 4.50
8 Stapi lifeyrissjodur 3.88
9 Stefnir— IS 15 3.49
10 Bru Lifeyrissjodur starfsm. sveitarfélaga 2.78
11 Lifeyrissj. starfsm. rikisins B-deild 2.23
12 Lansdowne Icaf Landsdowne Euro 2.07
13 Arion banki hf. 2.05
14 Landsbréf Urvalsbréf 1.83
15 Stefnir—iS 5 1.79
16 Fagfjarfestasjédurinn TRF 1.76
17 Jupiter — Innlend hlutabréf 1.53
18 Fjorir GAP ehf 1.50
19 Almenni lifeyrissjodurinn 1.47
20 IV fjarfestingafélag ehf 1.33
80.76%

* As per end of day 12.02.2020



Information contained in this presentation is based
on sources that TM hf. (“TM* or the "Company*)
considers reliable at each time. Its accuracy or
completeness can however not be guaranteed.

Copyright of information contained in this
presentation is owned by TM. This presentation,
including information contained therein, may not be
copied, reproduced or distributed in any manner,
neither wholly nor partly.

This presentation is solely for information purposes
and is not intended to form part of or be the basis
of any decision making by its recipients. Nothing in
this presentation should be construed as a promise
or recommendation.

TM is not obliged to provide recipients of this
presentation any further information on the
Company or to make amendments or changes

to this publication should inaccuracies or errors be
discovered or opinions or information change.

Statements contained in this presentation that refer
to the Company’s estimated or anticipated future
results or future activities are forward-looking
statements which reflect the Company’s current
analysis of existing trends, information and plans.

DISCLAIMER

These forward-looking statements are subject to a
number of risks and uncertainties that could cause
actual results to differ materially depending on
factors such as, but not limited to, changes in
general economic development, change in
competitive environment, changes in financial
markets, change in reinsurance markets, the timing
and effect of regulatory actions and other factors.

TM undertakes no obligation and does not intend
to update these forward-looking statements to
reflect events or circumstances occurring after this
presentation.

You are cautioned not to place undue reliance on
these forward-looking statements, which speak
only as of the date of this presentation. All forward-
looking statements are qualified in their entirety by
this cautionary statement.

By the receipt of this presentation the recipient
acknowledges and accepts the aforesaid
disclaimer and restrictions.
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