Icelandair Group
Presentation of Q3 2016 Results




Highlights

Good results Equity ratio EBITDA
in Q3 with at 49% and guidance
net profit at net cash for 2016 is
USD 103m USD 134m USD 210-220m







ISK deficit increases between years

Operating income and expenses by currency Development of the ISK | 2015-2016
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Settled currency hedges now presented within the hedged item

Overview currency translation difference | USD millions Effect on guidance | USD millions

M 2015
§ 9.6 )
M 2016 .

Previously, profit or

loss resulting from settled
foreign-exchange contracts
was entered under financial
items, but the results are now

entered under the hedged

items in the profit and loss

statement.

6.2

2.2

0.2 after Q1 after Q2 after Q3

Absolute figures in USD millions
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Good results in Q3 2016

USD million Q32016 Q32015 % Chg. EBITDA and net profit | USD million
Oper-ating Income 485.9 429.4 (13% ) B cBTDA
Salaries and related expenses 94.7 73.3 29% i

Net profit
Aircraft fuel 73.1 73.5 -1%
Aircraft and aircrew lease 4.4 5.9 -26% 156 162
Aircraft handling, landing and comm. 38.9 31.7 23%
Aircraft maintenance expenses 19.2 13.6 41%
Other expenses 94.0 75.9 24% 124
Operating expenses 324.2 273.8 18%
EBITDA @ 155.6 i 102 103 103
EBIT 132.1 131.8 - 86
EBT 130.8 130.8 - 8
Profit for the period €02.8 ) 103.1 - 65

51
EBITDA ratio €33.3%) 36.2% -2.9 ppt
EBITDAR 170.4 164.7 -
EBITDAR ratio 35.1% 38.3% -3.3 ppt
Q312 Q313 Q314 Q315 Q316



Organic growth in Q3

Year-on-year change in %
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The number of passengers up 19% in Q3 with 85.5% load factor

Passenger mix | number of passengers in thousands Available seat km (ASK) per quarter | billions
+82% +24%
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36% Load factor per quarter | 2012-2016
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Profit January - September USD 112 million

USD million 9M 2016 9M 2015 9% Chg. EBITDA and net profit | USD million
Operating Income 1,029.1 909.7 C13% )
Salaries and related expenses 256.1 201.7 27% - EB'TDA_
Aircraft fuel 168.2 184.1 -9% Net profit
Aircraft and aircrew lease 15.3 18.0 -15% 217
Aircraft handling, landing and comm. 87.7 68.4 28% 204
Aircraft maintenance expenses 60.4 51.6 17%
Other expenses 224.0 182.2 23%
Operating expenses 811.7 706.0 15% 156
EBITDA (2174 2037 - 137
EBIT 142.8 141.0 - 111 112
EBT 142.3 140.4 - 104
Profit for the period @ 111.0 - 81
66
52
EBITDA ratio gl.l%) 22.4% -1.3 ppt
EBITDAR 243.0 230.1 -
EBITDAR ratio 23.6% 25.3% -1.7 ppt
9M 12 9M 13 9M 14 9M 15 9M 16



Effective fuel price* in the first nine months of 2016 30% below the corresponding
period last year

Average and effective fuel price per month | USD/tonne 2015-2016

2015 2016
800
Average Effective
750 fuel price fuel price
9M 2016 9M 2016
700 405 507
650
600
550
500 W
450
400
350
= Average fuel price
300 Effective fuel price*
250
jan-15 feb.-15 mar.-15 apr-15 mai-15 jun.-15 jul.-15 4&agu.-15 sep.-15 okt-15 noév.-15 des-15: jan.-16 feb.-16 mar-16 apr-16 mai-16 jun-16 jul.-16 4gu.-16 sep.-16 okt-16 nov.-16 des.-16

* Effective fuel price = average fuel price +/- hedging results
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53% of estimated usage for the next 12 months has been hedged

. Estimated use Swap Hedging Average swap
Period . ’
(tons) volume ratio price USD
Oct 2016 31,192 18,500 59% 514
Nov 2016 24,833 12,500 50% 499
Dec 2016 23,632 13,500 57% 470
Jan 2017 24,062 14,250 59% 423 12m
weighted
Feb 2017 22,312 12,250 55% 409 swap price
Mar 2017 26,631 12,250 46% 444 USD 479
Apr 2017 27,927 15,250 55% 476
May 2017 37,173 19,250 52% 489
Jun 2017 45,828 24,250 53% 493
Jul 2017 48,124 26,250 55% 483
Aug 2017 47,962 26,000 54% 500
13-18m
Sep 2017 42,028 20,000 48% 490 .
Cono N weighted
12 months 401,703 214,250 53% ) 479 ST IR
Oct 2017 32,600 4,000 12% 531 USD 523
Nov 2017 24,111 3,000 12% 512
Dec 2017 23,343 3,000 13% 523
Jan 2018 23,944 0 0% 0
Feb 2018 21,677 0 0% 0
Mar 2018 24,211 0 0% 0
.
13-18 months 149,886 10,000 C 7%) 523




Capital expenditure in 2016 paid with cash from operations

Changes in cash 9M 2016 | USD million

Cash Net cash Net cash Net cash Currency Cash
01.01 2016 from used in used in effect 30.09 2016
operating investing financing
activities activities activities

________________________________________________________________________________

Overview main capital expenditure in 9M2016 | USD million

203.7
44.9
55.0
Aircraft Aircraft Overaul Overhaul Other Total CAPEX
components own aircraft leased investments  9M 2016

aircraft



Equity ratio 49% and increases compared to the same period last year

USD million 30.0916 31.1215 30.0915
Assets
Operating assets 545,2 419,1 353,1
Intangible assets 174,5 172,7 173,8
Other non-current assets 91,0 45,8 45,1
Total non-current assets 810,7 637,6 572,0
Other current-assets 178,7 120,3 158,5
Short term investments 3,2 19,5 28,5
Cash and cash equivalents 191,4 194,6 256,6
Total current assets S8 334,4 4435
Total assets 1.184,0 972,0  1.0155
Interest Net
bearing debt cash
usSD USD
60.4 million 134.2 million

USD million 30.0916 31.1215 30.0915
Equity and liabilities

Stockholders equity 582,9 456,5 471,6
Loans and borrowings non-current 49,6 55,4 63,7
Other non-current liabilities 90,6 44,1 67,6
Total non-current liabilities 140,2 99,5 131,3
Loans and borrowings current 10,8 10,1 12,5
Trade and other payables 257,0 219,7 220,1
Deferred income 193,1 186,1 179,9
Total current liabilities 460,9 415,9 4125
Total equity and liabilities 1.184,0 972,0 1.015,5
Equity ratio 49% 47% 46%
Current ratio 0,81 0,80 1,08
Net interest bearing debt -134,2 -148,6 -208,8
Interest bearing debt 60,4 65,5 76,2

* Net cash = cash and cash equivalents + short term investments — interest bearing debt



5 year senior unsecured bond in the amount of USD 150 million issued in October

3 month LIBOR 210.4
+3.5% interest  \ EEEE
with no 163
LIBOR floor
Maturity
overview
after
bond issue:
35.1 2
25.2
10
2 6 3
Total secured Total Total interest  Unsecured Total interest- Q4 2016 2017 2018 2019 2020 Subsequent
bank loans* unsecured bearing bond issue bearing repayments
bond issue* liabilities* Oct 2016 liabilities

All amounts in USD millions
* Amounts at 30 September 2016 14 ICELANDGARHJRP



Outlook



44 destinations & 477 connections in our Route Network in 2017

ANCHORAGE

HELSINKI

VANCOUVER

SEATTLE
PORTLAND

DENVER

MINNEAPOLIS / ST. PAUL

CHICAGO

TORONTO P63
WASHINGTO BOSTON
PHILADELPHIA NEW YORK

JFK & NEWARK

* Capacity = available seat kilometres (ASK)

Chg. in
capacity*
2017/2016

forecast

1%

New destinations Increased Increased Total capacity
capacity EUR capacity NA increase

Chg. in
trips
2017/2016
forecast

1%

New destinations  Increased number Increased number  Total increase in
of trips EUR of trips NA number of trips



Domestic flights between Keflavik airport and Akureyri as of February 2017

connecting with international flights to and from Iceland

X

(T e
- Keflavik

X

‘Akureyri

In line with our strategy
to strengthen the tourist
infrastructure
throughout Iceland

Enables foreign
tourists to experience
the country side of Iceland
in an easy and convenient way

Opens opportunities
for the tourism industry in the
North of Iceland

Increased service
for the people of northern
and eastern Iceland

6 times per week
winter season

3 times per week
summer season

Proportion of foreign travellers on
domestic flights:

15% § 20% )

2015 2016

Tourists [ Icelanders




Outlook in other business operations of Icelandair Group is good

Number of tourists buying our tourism services in Iceland

Record occupancy In thousands 2010-2016

anticipated in our hotel

operation in 2016 136%
85
65
83.2% 3 47 -
Further increases anticipated in the Jan - Sep 2016 "1 2013 po14 o1e -
number of tourists to Iceland in 2017
No. of tourists to Iceland 2010-2017
2,200,000 2 Curio-collection brand Focus on holds Tonnggég pah* Tonngglig pah* 2
2,000,000 hotels in development: of passenger B757 200 Ailr:CtLaeIt
1,800,000 aircraft in the ‘ freighter G g
1600.000 A 50 room hotel Route Network 16% 49% aircraft I roup s
e opens downtown in our Cargo st gl ‘
1,400,000 Reykjavik 2017 operation T operation:
1,200,000
REYKJAVIK
1,000,000 CONSULATE
HOTEL B757 200
800,000
600,000 B767 300
400,000 A 160 room hotel
200,000 opens downtown BraTio00
' Reykjavik 2018
0
S S N ] N N m R ICELAND PARLIAMENT B737 800
[ = =3 = = [ o o HOTEL

*pah = passenger aircraft holds
** Source Arionbanki: Report on Icelandic tourism service September 2016 18 ICELAND(%&QP



EBITDA guidance USD 210-220 millions

EBITDA development
2012-2016 in USD million

I =BITDA

Net Profit . .
Main assumptions:

227
210-220
| Successful operations in the first nine months of the year.
| Booking status good in the international Route Network in Q4
154 but reduction in passenger revenues expected due to lower
144 yields in markets.

| Outlook in other businesses of the Company is good.

110 111 | Continued growth in tourist arrivals in Iceland expected.
| EUR/USD rate assumed 1.12, ISK rate assumed 172 a

decrease from last forecast in July which was 182.
e 66 | Average fuel price (excluding hedging) 443 USD/ton in October

and 490 USD/ton in November - December

2012 2013 2014 2015 Guidance
2016

All figures in USD million.
19 ICELANDAIR
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Disclaimer

| This material has been prepared by Icelandair Group hf. It may include confidential information about Icelandair Group hf. unless stated otherwise all
information is sourced by Icelandair Group hf.

| The circulation of the information contained within this document may be restricted in some jurisdictions. It is the responsibility of the individual to comply with
any such jurisdictional restrictions.

| Forecasts, by their very nature, are subject to uncertainty and contingencies, many of which are outside the control of Icelandair Group. Past performance
should not be viewed as a guide to future performance. Where amounts involve a foreign currency, they may be subject to fluctuations in value due to
movements in exchange rates.

| Icelandair Group cannot guarantee that the information contained herein is without fault or entirely accurate. The information in this material is based on
sources that Icelandair Group believes to be reliable. Neither Icelandair Group nor any of its directors or employees can however warrant that all information
is correct. Furthermore, information and opinions may change without notice. Icelandair Group is under no obligation to make amendments or changes to this
presentation if errors are found or opinions or information change. Icelandair Group accepts no responsibility for the accuracy of its sources or information
provided herein and therefore can neither Icelandair Group nor any of its directors or employees be held responsible in any way for the contents of this
document.

| This document must not be construed as investment advice or an offer to invest.

| Icelandair Group is the owner of all works of authorship including, but not limited to, all design, test, sound recordings, images and trademarks in this material
unless otherwise explicitly stated. The use of Icelandair Group’s material, works or trademarks is forbidden without written consent except where otherwise
expressly stated.

| Furthermore, it is prohibited to publish, copy, reproduce or distribute further the material made or gathered by Icelandair Group without the company'‘s explicit
written consent.
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