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FINAL TERMS

29 March 2006

KAUPTHING BAN K HEF.

Issue of ISK 19, 008 ,000,000 Inﬂatmn Lmked Annmty Covered Bonds
' n-revncably and uncondmonaﬂy guaranteed as fo payments by ‘
KAUPTHING MORTGAGES INSTITUTIONAL ]NVESTOR FU"\?D
v ‘under the ISK 200,000,000,000 ' ‘
- Covered Bond Prngramme

PART A — CONTRACTUAL TERMS

Terms 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 - -
- ‘purposes of Article 5.4 of the Prospectus Directive and mmst be read in conjunction with the

- Prospectus. Full information con the Issuer, the Fund and the offer of the Covered Bonds is only

~ available on the basis of the combination of these Final Terms ard the Prospectus. The Prospectus is
available for viewing at the office of the Issuer at Borgartun 19, 105 Reykjavik, Iceland and copies may
be obtained from the Principal Paymg Agent at Winchester House, 1 Great Winchester Street, London,

EC2ZN 2DB.

" 10,
il.
12.
13.

-1_(-2_1) ‘ o

Issue Price:

Specified Denominations:

(a) Issue Date:

(b) Interest Commmencement Date:
Final Maturity Date:

interest Basis:

Redempnon/Payment Basis:

Change of Interest Bas1s or Redemption/Payment
Basis:

Cali Option:
(a) Status of the Coverad Bonds:

(B Status of the Covered Bond Guarantee:

Kaupthmo Bank hf .

Issner.: J
:.,(b.) . Gunrantori /\Qupthmg Bank Mortgages Instﬁ:utmnal Investor Fund
()  SeresNumber: . . .. . . Q 1N :
(b)r _ Tranc]ie Number: \1’&)
Specified Currency or Currencies: ISK
Aggregate Nominal Amount;
(a) . Seres: 19,000,000,000
(b)  Tranche: 19,000,000,000

91.92 per cent. of the Aggregate Nominal Amount
ISK 1 '
30 March 2006

© 10 April 2006

10 July 2033

Inflation Linked Interest

Anmnity

' Not Applicable -

Issuer Call ;
Senior ’ } {

Senior




14,

Board approval for issuance of Covered 28 Oetober 2005 a.nd IO Mareh 2006 respecuvely

Bonds and Covered Bond Guarantee
obtained:
Method of distribution:

Non-syndicated

PROVISIONS RELATING TO IN'FLATION LINKED ANVUITY COVERED BONDS

13.

Inﬂatlon Linked Anmnty Covered Bonds

@

(b)

(c}
(@

®

Rate(s) of Interest

Interest Payment Date(s):

Day Count Fraction:

Business Day Convention

~Formula for calculatxon of prmmpal
amount . 'due : ‘.jasr spemﬁed

. Condition 7. L:

®

- Caleulation of Anzuity Amount:

Apphcable

3, 75 per cent. per annum payable quarter}y m arrear e

The 10th day of .Tanuary, Apnl July and -Noa:ember mn

each year up to and including the Final Matwrity Date,
with the first Interest Payment Date heing 10 July 2006.

Actnal/360
Following

An amount caleu}ated by the Calculation. . Agent in

,accordance w1th the followmg formula :

kel
r{i+
.(1+I) -
where:
A= The amount of each mstalment of the relevant
' "Covered Bends; '
c
= -
4
c= The Rate of Inferest applicable to the relevant
Covered Bonds;
d= The Specified Denomination of the relevant
Covered Bonds;
n= 109; and
k= The number of payments that have already taken

. -place + 1 {k = I for the first payment, k = 2 for
- the second payment, etc) .

The formula to calculate the Annuify Amount is as
follows:

=—— xR xd
1-(1+ ;)'n
where:
P= The combined payment of principal, interest and
indexation amount of the relevant Covered
~ Bonds;
C
= -
4
o= The Rate of Imterest applicable to the relevant




(e
(i)

-Calg:ulationAgent; S
Tnitial Aﬁnuity'Amqunt; ,

Index Ratio:

- ; Covered Bonds

d= “The Spec1ﬁed Denommaﬁon of the relevant

Covered Bonds;
n= 109; and

'IR=_ - The Index Ratio as de’tenmned in accordance

- with subparagraph (1) below
Issuerr :
279033973 B o N

The value of the Index Ratio (}R) on the relevant Interest
Payment Date shall be the value of the Reference Index
(RI) applicable to the relevant Interest Payment Date

divided by the value of the Base Index (BY) as calculated
by the Caleulation Agent

) RI'
being IR =—
. UUBL

“where: . -

Reference Index or RY means:

(i) for the first day of the relevani caléndar month,
the value of the Consumer Price Index (the CPI)
for the relevant month as calculated by Statistics

- Iceland pursuant to the Consumer Price Index

“Act of 1995 (log um visitélu neysluverds nr.
12/1995) and published monthly in the Legal
Gazette (Loghirtingarbladid);

(i1) 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
Date falls (the Succeeding Month CPI)
has been published as at the relevant

Interest Payment Date: .
4
- (cpr 30
RI = CPI x| —4xL
£ CPI ;

(b) if the Succeeding Month CPI has not
- been published as at the relevant
Interest Payment Date: . .

- _d
RI:CPIIx(1+i)360

where:

= Reference Index;

R




CPL= CPI value for fha ﬁrst day of the
_ relevant galendar month;

CPL,, = Succeedjno Month CPI;

d= number of da.ys since the ﬁrst day of the
' “month; and
= annuahsed mﬂatlon forecast of the
L Centrai Bank of Tceland - '
Cand

Base Tndex means 252.3.

If at any time a new index is substituted for the CPI, as of
the calendar month from and including that in which such
substitution takes effect:

(i)  the Reference Index shall be deemned to refer to
' the new mdex and . o ‘

tii) the new Basc Index shall be the product of the
‘existing Base Index and the Reference Index
" immediately following such substitution, divided
by the Reference Index immediately prior to
such substitution.

_ PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

16, °F med Rate Covered Bond Provisions :  Not Apphcabk; .‘
17 _ Floating Rate Covered Bond Pr0v151ous . Not ApplicaBle "
18. Zero Coupon Covered Bond Prov1s1_ons o Not Appliéable
19. Variable Interest Covered Bond Provisions _Not Applicable

20. Dual Currency Interest Covered Bond Provisions  Not Applicable
PROVISIONS RELATING TO REDEMPTION _
21 Issuer Call: Applicable

. (2 = Optional Redemption Date(s): ~ Each Interest Payment Daie :

(b))  Optional Redemption Amount of cach Condition 7.6(a) applies
Covered Bond and method, if any, of '
caleulation of such amount(s):

{c) If redeemable in part:

(i) Minimum Redemption Not Applicable
Amount:
‘ (i_i)' . Maximum Redemptxon Not Applicable
‘ -Amount ' B
(d) Nonce penod (if other than as setout in  As set out in the Terms and Conditions.

the Terms and Conditions):

22, Final Redemption Amount of each Covered Not Applicable
Bond:




T23. Early Redemptlon Amount of each Covered
Bond payable on redemption on event of default,
etc. and/or the method of caleutating the same (if
required or if different from that set out in
Condition 7.5%

As set out in Conchnon 75

-‘GENERAL PROVISIONS APPIJCA.BLE TO THE COVERED BONDS

4. _Form of Covered Bonds
25, Additional Financial Centre(s) or other special
provisions relating to Payment Days:
26. Talons for future Coupons or Receipts to be
, attacbed to Definitive Covered Bonds (and dates
. -om whlch such Talons mature) '
2. _ ' 'Detaﬂs relatmo to Partly Paid Covered Bonds
“amnount of each payment comprising the Issue
Price and date on which each payment is to be
made and comsequences of failure to pay,
including any right of the Issuer to forfeit the
Covered Bonds and interest due on late payment:
28, Details relating to Instalment Covered Bonds:
.(a) . Instalment Amount(s):
~_ (v)  Instalment Date(s):
29. Redenomination applicable:
30. Other final terms:
DISTRIBUTION ,
31. (a) If syndicated, names of Managers :
. {b) . Date of Purchase Agreement:
{c) Stabilising Manager (if any):
32. Ifnen—syndicated, name of relevant Dealer:
33 ‘Whether TEFRA D or TEFRA C rules applicable
or TEFRA rules not applicable:
34. Additional seliing restrictions:

;'Tempora_ry Globat Covere(i Bond exchangeable for a

Permanent Global Covered Bond which is exche.noeable
for Definitive Covered. Bonds only after an Exchange
Event ' ‘

Not Applicable

Yes

Not Applicebie

Not Applicable

Not Applicable

Redenomination not applicable '

Not Applicable
Not Applicable

29 March 2006
Not applicable
Kaupthing Bank hi.
TEFRA D

Net Applicable

LISTING AND AD\’IISSION TO TRADING APPLICATION

These Final Termns comprise the final terms required to list and have admitted to tradmg 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 ¢ of Part B of these Final Terms has been extracted
from the website of statistics of Iceland www hagstofa.is or www.statice.is. Each of the Issuer and the

z




- :-_ ':Fzmd conﬁrms ‘that such mformanon has been accuxately reproduced and that S0 far as 1t is aware and
is able to ascertain from information published by Tceland Statistics, no facts have been omitted which
would render the reproduced information inaccurate or misleading.

Signed on behalf of the Issuer:

By LTSV
o Gu um ur b. Gudmundsson
ngly a anuging Director

'Ereasury Kaupthing Bank Ice!an{i

Duly auz‘horzsed

-




LISTING

'RATINGS

Ratings:

' PART B OTHER INFORMATION -

(a) Listing: _
b)  Admission fq_trading;

- Tcelandic Stock Exchange

‘Application shall be 'made for the Covered Bonds to be

C 2 admitted to trading with effect from the date of approval
of the Prospec’ms by the ICEX, '

’_['he‘Covcréd Bonds to bé issued have-been rated:
Moody’s: Aaa

Obligations rated Aaa by Moedy's are judged to be of the
highest quality with minimal credit risk.

A credit rating is not a recommendation to buy, sell or

hold sacurlues and may be revised or withdrawn by the

: sta;ndard deviation of 2.5 per cent.

- ‘The development of the CPI since 2001 is set out in the table below

' rating agency at any time. Each’ rating should be evaluated

- mdependenﬂy of any other ratmt’ SRS
]NTERESTS 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, no person involved in the

issue of the Coverad Bc)nds has an interest material to the offer.

As set out in Use of Proceeds ,
ISK 17,464,212,137
(c) - Estimated total expenses: 18K 867,500

PERFORMANCE OF INDEX/FORMULA/CPI, EXPLANATION OF EFFECT ON
VALUE OF INVESTMENT AND ASSOCIATED RISKS AND GTHER
INFORMATFION CONCERNING THE UNDERLYING

(b) Estimated net pmceéds:

Historic pérformance of the CPI and its influence on the value of the Covered Bonds

The general cash- flow of the Covered Bonds is determined in real terms on the Issue Date.
The nominal value of each future payment depends on the developmant of the CPI as
demonstrated by the formula in paragraph 15 of Part A of this Final Terms.

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 1998 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 is an average mﬂanou rate of 3.6 per cent. and

2001 2002 2003 2004 2005 2006
January 202 .4 2215 224.7 230.1 239.2 249.7
February | 202.8 220.9 2243 2294 239.7 249.5
March 204.0 221.8 226.7 230.7 241.5 252.3

T A

~ REASONS FOR THE OFFER, ESTIMATED NET PROCEEDS AND TOTAL EXPENSES
__-‘(a) . Reasons for the offer: ‘




1 April 2065 | 2219 227.0 - | 2320 - | 2420
May 209.4 221.8 226.6 233.9 2407
June 212.6 222.8 226.8 2357 242 .4
July 214.2 223.0 2265 .| 2346 242.7
August 214.9 221.8 226.3 2346 | 2432

| September | 216.3 2229 227.9 235.6 246.9

| October 217.7 - | 2241 229.0 2374 | 2484
November. | 218.5 223.7 2293 12379 2480 .

Décember | 219.5 2239 230.0 239.0 248.9
Sou:rce..' Iceland Stafistics l

The Central Bark'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 target as
possible. If it deviates by more than 1.5 per cent. in either direction, the Central Bank is
obliged to present the Icelandic Government with a report, which will be made public,
explammg the reasons for the dev1at10n from the target and the Central Bank s responses to the
dev;vatlon"' : ‘ : '

_The development of 12 month mﬂat;on (in percentage terms) since 2001 js set out in the table
below:; ‘

2001 2002 2003 25904 2005 2006

| Jannary 3.5 -1 94 1.4 2.4 4.0 4.4
February 41 - 8.9 1.5 - 123 1 4.5 4.1
March 39 8.7 2.2 1.8 47
April 45 75 23 2.2 43
May 5.5 59 ' 22 3.2 2.9
June 6.8 4.3 1.8 : 3.9 2.8
July 7.0 4.1 1.6 36 3.5
Angusi 7.9 3.2 2.0 3.7 37
September | 8.4 31 2.2 34 4.8
October 8.0 2.9 2.2 3.7 4.6
November | 8.1 24 25 .| 38 42
December | 8.6 20 27 139 - |41

Source: Iceland Statistics

1f 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 fiuture 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 Websne of Statlsncs of Iceland bemg

WWW, hagstofa 15 O WWW. statlce is. : : (/
OPERATIONAL INFORMATION N\)
(a) ISIN Code: ' XS0249806851

(b) Common Code: : 024980685 \
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(D

- {9

- {c) Any cleanng system(s) other than
- Earoclear -+ Bank - SA/NV. or

Clearstream Banking, société anonymé
and the relevant identification
aumber(s):

Delivery:

: Namés a_n& addresses of additional
| Paying Agent(s) (ifany):

'N(‘)t, Apﬁliéabie_ S

Delivery against payment _- -

Not applicable




