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The Q1 figures for 2010 from the leading Faroese banking group
Eik Banki show that the organisation is now clearly on the
rebound. The banks management stated in its annual statement
that it believed that 2010 will be a year with a profit, but not
necessarily in the first quarter. This has, indeed, been the
outcome, with the Q1 numbers showing a small loss.

The result for the period is a loss of DKK 5 million after taxes
compared to a loss of DKK 24 million the same period last year.
Regulation for the expenses of the Credit Packages the ordinary
operations showed a profit of DKK 17 million compared to a loss of
DKK 18 million first quarter 2009.

Positive signs:
e There has been a considerable decrease in impairments,
and

e netinterest income has increased.

On the other hand:
e net fee and commission income decreased, and

o staff and administrative expenses have increased.

The bank’s management states that the rise in expenses partly
stems from a change in legislation increasing the payroll tax, and
partly from expenses connected to converting the IT-platform to a
new IT provider.

The reduction in impairments was gratifying, impairments are less
than a quarter of the level in the Q1 2009 figures. If impairments
were ignored, the Eik Banki Group would have shown a
comfortable profit for the quarter.

Also, the costs of the Credit Package 1, the Danish Government
guarantee cost, were significant. A satisfactory profit was shown
before these charges

A table of the key numbers for the quarter is shown on the next
page.
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Eik Banki Core Income and Basic Operational
Numbers

Core Income and Basic Operations
The Q1 2010 key figure are as follows:

Eik Banki Group 1Q 1Q Change Change 1Q 1Q 1Q
DKK Million 2010 2009 in DKK in % | 2008 2007 2006
Basic Income Statement

Net interest income 136 133 3 2 160 85 61
Net fee income 30 34 -4 -12 40 29 18
Dividends on shares, etc. 0 0 0 - 5 65 18
Market value adjustments -37 -12 -25 -208 -59 18 5
Other operating income 2 2 0 - 3 2 2
Profit on financial operations 131 157 -26 171 149 199 104
Operating expenses, depreciation and write-

downs 100 93 7 8 97 68 53
Earnings before impairments 31 64 -33 -52 52 131 51
Impairments of loans and claims 17 76 -59 -78 13 -3 6
Earnings 14 12 26 217 39 134 45
Income from associated and subsidiary

undertakings 2 -6 8 134 0 0 0
Profit on ordinary operations 16 -18 34 188 39 134 45
Credit Package |, guarantee cost 23 19 4 21 0 0 0
Credit Package |, impairments 0 0 0 - 0 0 0
Profit before taxes -7 -37 30 81 38 134 45
Taxes -1 -13 12 - 10 16 9
Net profit for the period -5 -24 19 79 29 118 36
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Disclaimer

The conclusions and opinions expressed in the investment research accurately reflect the views of the first named analyst. Hardman & Co provides
professional independent research services and the companies researched pay a set fee in order for this research to be made available. While the
information in the research is believed to be correct, this cannot be guaranteed. There are no other conflicts of interest.

Neither Hardman & Co nor the analysts responsible for this research own shares in the companies analysed in this research note. Neither do they hold
any other securities or derivatives (including options and warrants) in the companies concerned. Hardman & Co does not transact corporate finance and
therefore does not earn corporate finance fees. It does not buy or sell shares, and does not undertake investment business either in the UK or
elsewhere.

Hardman & Co does not make recommendations. Accordingly we do not publish records of our past recommendations. Where a Fair Value price is
given in a research note this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.

Our research is issued in good faith but without legal responsibility and is subject to change or withdrawal without notice. Members of the professional
investment community are encouraged to contact the analyst concerned.

This research is provided for the use of the professional investment community, market counterparties and sophisticated and high net worth investors as
defined in the rules of the regulatory bodies. It is not intended to be made available to unsophisticated individuals. In the UK, any such individual who
comes into possession of this research should consult their properly authorized professional adviser, or undertake one of the ‘self certified’ sophisticated
investor tests that are available.

This research is not an offer to buy or sell any security.

Past performance is not necessarily a guide to the future and the price of shares, and the income derived from them, may fall as well as rise and the
amount realised may be less than the original sum invested. For AIM and PLUS shares, it is the opinion of the regulator that risks are higher.
Furthermore the marketability of these shares is often restricted.

This document must not be accessed or used in any way that would be illegal in any jurisdiction.

In some cases research is only issued electronically and in some cases printed research will be received by those on our distribution lists later than
those receiving research electronically.

The report may be reproduced either whole or in part on condition that attribution is given to Hardman & Co, and on condition that Hardman & Co
accepts no liability whatsoever for the actions of third parties in this respect.

Hardman & Co is not regulated by the Financial Services Authority (FSA).
© Hardman & Co.
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