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DIVERSIFIED PORTFOLIO

Eyrir Invest follows a “Buy and Build” strategy, 
placing great emphasis on value creation 
through participation in operations and strategic 
planning of its core investments by providing 
knowledge, experience and stable ownership. 
Eyrir Invest’s portfolio is diverse with core 
investments Marel Food Systems, Stork and 
Ossur, well positioned within various growth 
industries.

KEY FIGURES PRESENTED IN ISK

•	 Eyrir Invest posted net earnings of ISK 1,504 million in 2008, return on equity was 7.5%.

•	 Eyrir Invest’s equity amounted to ISK 31,392 million at year-end 2008 compared to 18,133 
million at year-end 2007.

•	 Eyrir Invest’s functional currency changed to EUR on January 1st 2009. Total assets are 
EUR 452 million and total equity is EUR 184 million as of January 1st 2009.

•	 Eyrir Invest’s equity ratio at year-end 2008 was 40.8%, compared to 37.6% at year-end 
2007. The company holds no off-balance sheet equity forward contracts.

•	 Eyrir Invest finances its operations by equity and long-term debt; average maturity of  
debt is 3.5 years and next repayment of bank debts is in May 2011. Cash amounts to  
EUR 41 million, representing 9% of Eyrir Invest’s total portfolio.
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Mission and Strategy

Eyrir Invest is an international investment company investing in 
industrial companies with the potential to become true global 
leaders. Through leadership these companies are able to create 
economies of scale and create value for customers, employees and 
shareholders.

Eyrir Invest follows a “Buy and Build” strategy, placing great emphasis on value creation through 
participation in operations and strategic planning of its core investments by providing knowledge, 
experience and stable ownership. Eyrir Invest has a proven track record of profitability and value 
creation through this strategy which has increased shareholders’ value well above market returns 
since the company’s foundation in mid-year 2000.

Financial objectives
Eyrir Invest aims to achieve a healthy return on equity while maintaining a strong balance sheet.

• Annual return on equity target is 16%.

• The company’s equity ratio will be maintained at 40-50%, depending on its portfolio’s 
liquidity and risk profile.

Strategy

Long-term shareholder value creation by active ownership and 
trading of equities and other securities

Mission

Investments in industrial companies with the potential to become 
true global leaders and financial institutions with regional leadership

To be a leading investor and build strong relationships with other 
investors in each company

Long-term investment strategy does not follow a preconceived 
time frame

‘‘Buy and Build” strategy and top-down analysis

Eyrir Invest invests in few companies at any given time
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The main emphasis in Eyrir Invest’s operations in 2008, as in 2007, was to support our 
core investments through extremely turbulent times. The financial turmoil started in the 
middle of 2007 and accelerated through 2008, eventually spreading to the “real econ-
omy” faster and at a greater magnitude than has been seen for decades. 

At the beginning of 2008, we had fully closed our trading operations in Eyrir Invest after gradually 
reducing the general market risk in recent years.

Fortunately, right before the economic storm, we had also fully shifted the focus towards opera-
tions and increased profitability of our core investments after a period of successful acquisitions. 
The key theme for our core investments in 2008 was to generate strong and sustainable cash flows 
from operations while maintaining good liquidity and long-term funding. 

All our companies reported increased operational profits from the previous year. Profits in 2008 
amounted to ISK 1,504 million, a 7.5% return on equity. We are satisfied with returning positive 
results in this demanding environment and grateful for the trust we have received from sharehold-
ers and creditors. We have delivered good returns in the past and we have the patience and 
strength to weather the current storm. 

Letter to shareholders and creditors

Average annual return in various markets – July 1st 2000 - December 31st 2008

*Eyrir Invest‘s result are after-tax profits when indexes are measured pre-tax

Eyrir Invest was founded in July 2000. Since then, Eyrir Invest’s 
“Buy and Build” strategy has consistently increased shareholders’ 
value above market returns. The company’s strategy has always 
been to invest in good companies with the potential to achieve 
excellence.

Emphasis on  
supporting our 

core investments

All core 
investments 

reported 
increased 

operational
profits
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Highlights of the year

The conclusion of Marel Food Systems’ acquisition of Stork Food Systems in May was 
the highlight of the year. The acquisition was equally funded through equity and long-
term loans with a maturity of eight years. Subsequently, Eyrir Invest increased its share 
in Marel Food Systems to close to 40%. Marel Food Systems is now a worldwide leader  
in providing solutions for the poultry, meat and fish processing industries. Marel Food 
Systems has a 15% market share and the company is exceptionally well positioned to serve 
its global customers.

In 2004,  Eyrir Invest began acquiring shares in Marel Food Systems as the company’s clear technological leadership 
appealed to Eyrir Invest’s investment strategy. At that time Marel Food Systems had a 4% worldwide market share 
but demonstrated good potential to become the market leader in its field. In recent years, Eyrir Invest, as a principal 
shareholder, has supported and chaired the company towards true global leadership. In the years to come, Eyrir 
Invest, as well as other shareholders in Marel Food Systems, will reap the benefits from the company’s excellent 
competitive position within a growth industry.

In November 2008 changes were made to Eyrir Invest’s shareholder base. Eyrir Invest and NBI 
(New Landsbanki) reached an agreement in which Eyrir Invest took over NBI’s holdings in Stork 
B.V. in exchange for new shares in Eyrir Invest. Through this transaction NBI became owner of 
27.5% of Eyrir Invest’s total shares. We welcome NBI as a new shareholder in our company.

Eyrir Invest’s founders, Thordur Magnusson (Chairman) and Arni Oddur Thordarson (CEO), remain principal 
owners with a combined ownership of close to 38% of total shares. The remaining shareholders are successful 
entrepreneurs with careers in various industries such as banking, insurance, pharmaceuticals and retailing.

Well diversified portfolio
Eyrir Invest’s portfolio is well diversified among various industries that are expected to enjoy growth in the coming 
years. Eyrir Invest’s companies are well positioned within those growth 
industries. Eyrir Invest places particular emphasis on participating in 
the operations and strategic planning of the businesses in which it 
invests and the company’s “Buy and Build” strategy has a proven track 
record of long-term value creation.

Eyrir Invest’s targeted annual return on equity is 16% measured in EUR 
for the period 2008-2010 and we are committed to remaining strongly 
long-term financed.

We remain focused and determined to steer our companies through the 
current economic instability. It should be kept in mind that turbulences 
in f inancial markets and less demanding equity prices can create 
opportunities for financially sound investors with a long-term view.
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Eyrir Invest is long-term financed through equity and long-term debt. At year-end 2008 equity 
ratio was 40.8%. 

Financing takes place through international and domestic banks as well as listed bonds on the 
Nasdaq OMX Nordic Exchange. By listing the bonds Eyrir Invest is required to publish its 
financial results twice a year. The company holds no off-balance sheet equity contracts. 

At the end of 2008 and the beginning of 2009 all of Eyrir Invest’s bank loans were extended; the 
next repayment date is in May 2011 and the average maturity of long-term debt is 3.5 years.

Eyrir Invest’s capital has grown considerably since its founda-
tion, as a result of accumulated profits year-on-year and the 
issue of new equity. In the past, Eyrir Invest has issued new 
equity in order to be able to fully support our core invest-
ments’ growth strategies, without sacrif icing f inancial 
strength. Financially sound investors have joined Eyrir Invest 
and the company’s shareholders consist of successful entre-
preneurs with careers in various industries such as banking, 
insurance, fishing, pharmaceuticals and retailing.

In November 2008 Eyrir Invest and NBI reached an agreement whereby Eyrir Invest took over 
NBI’s holdings in Stork B.V. in exchange for new shares in Eyrir Invest. Eyrir Invest’s share in 
Stork following the agreement is around 17% of total shares. In exchange NBI became owner of 
27.5% of Eyrir Invest’s total shares. 

Financial strength 

0

5,000

10,000

15,000

20,000

2009 2010 2012 20132011 2014-24

0 %

10 %

20 %

30 %

40 %

50 %

60 %

70 %

Equity ration net of cash

Equity ratio

2004 2005 2007 20082006

Equity ratio and equity ratio net of cash 

Eyrir Invest reported an after-tax profit of ISK 1,504 million for 
the year 2008, which equals 7.5% return on equity. Equity at year-
end amounted to ISK 31,392 million (EUR 184 million) compared to 
ISK 18,133 million at the beginning of the year. 

Average maturity of debt is 3.5 years (ISK million)
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Currency risk
The functional currencies of Eyrir Invest’s core investments; Marel Food Systems, Ossur and 
Stork, are in EUR and USD. Marel Food Systems and Ossur are headquartered in Iceland and 
Stork in the Netherlands. Marel Food Systems and Ossur are true global companies with more 
than 99% of revenues generated outside of Iceland and only 6-9% of costs in ISK, thus benefitting 
from the decreasing value of the Icelandic krona. 

The vast majority of Eyrir Invest’s revenues and financing are denominated in foreign currency 
and as of January 1st Eyrir Invest’s functional currency changed from ISK to EUR. Eyrir Invest’s 
operations are well hedged against currency fluctuations. Eyrir Invest’s currency risk exposure by 
currency and currency area as of January 1st 2009 is shown in the figure below in EUR million. 

As of July 1st 2008, investments in the associated companies Marel Food Systems and Ossur 
have been accounted for using the equity method. The company also started to apply hedge 
accounting from July 1st 2008, in order to account for foreign exchange differences arising 
between the functional currencies of the associates and the company’s functional currency. 

Due to the change in accounting method Eyrir Invest has been granted permission by the 
Register of Annual Accounts to change its functional currency from ISK to EUR starting on 
January 1st 2009.
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The vast majority of Eyrir Invest’s assets are in three leading industrial companies: 
Marel Food Systems, Stork B.V. and Ossur hf. These investments have been 
carefully selected based on Eyrir Invest’s “Buy and Build” strategy and all of the 
companies are today market leaders within their industries and/or have strong 

brand recognition in their markets. Eyrir Invest is the lead investor in Marel Food Systems, with 
close to 40% of total shares, and Ossur’s second largest shareholder, with 20% of total shares. 
The company also holds approximately 17% in the Netherlands-based industrial conglomerate 
Stork B.V. In addition, Eyrir Invest has a small portfolio of venture capital investments of young 
but promising companies.  

Eyrir Invest’s portfolio

Oil & Gas: Strong regonal position in Benelux 
with high market share

Aerospace Tier 1 supplier
75% of revenues are defence and service related 11%        17%

26%       17%

17%      20%

36%      40%

% of 
Eyrir Invest’s 
total assets

Eyrir Invest’s 
ownership in 
company, %

Leading global company in non-invasive orthopaedics

Leading global provider of advanced equipment and 
systems for the food processing industry

Core Investmens

Eyrir Invest’s total equity portfolio is worth EUR 396 million at 
year-end 2008 (ISK 67,486 million). The majority of the portfolio 
are shares in leading industrial companies in their fields, mainly 
listed on the Nasdaq OMX Nordic Exchange. 

Since foundation the book value per share in Eyrir Invest has 
increased by 35.7% annually, compared to a negative 8.8% average 
annualized return of the MSCI Index, both measured in EUR.

Successful 
“Buy and Build” 

strategy
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Core 
investments are 
well positioned 
in industries 
with good 
growth 
prospects

Step by step since mid-year 2006, Eyrir Invest has reduced general investments in the financial 
markets and today the company has no investments in its trading book. As a result, the com-
pany’s cash position is strong, representing 9% of total assets.

All our core investments improved their operational profits in 2008 from the previous year. Eyrir 
Invest’s main emphasis in 2008 was to support its core investments, with a focus on gaining 
sustainable strong cash flows from operations. A further priority is to drive down the companies’ 
cost bases to a sustainable lower level, both to compensate for lower revenues in 2009 and to 
increase profits in the future. 

Eyrir Invest’s investments are well diversified among selected industries that have been resilient 
in economic downturns in the past: the food processing industry and the health care industry. 
Also, underlying growth in the energy sector is undisputed and Eyrir Invest’s aerospace portfolio 
is quite resilient, as 75% of revenues are service and defence related.

Eyrir Invest has built a unique portfolio with the potential to generate significant shareholder 
value and cash flows in the near future. After a period of successful acquisitions, Eyrir Invest’s 
core investments have a strong competitive position and are in a key position to capture growth 
when markets normalize. Already there are signs that the worst is behind us and business will 
improve again after this fast and deep economic downturn. The full focus looking forward is on 
capturing synergies and increased profitability.

Other
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A year of change for the World Economy

The year 2008 marks the end of a period of unprecedented growth in 
the world economy. Slowdown is an actuality and many countries, 
including Iceland, are facing economic challenges of a magnitude not 
seen since the 1930’s. In 2009 and the coming years the world economy 
will stabilize again; indeed, the first signs of a turnaround have already 
appeared.

End of an era

In 2008 the entire world faced turbulence and extreme difficulties in the capital markets. These 
difficulties manifested themselves in many ways, most notably in significant falls of equity prices 
and a severe drought in liquidity. A number of financial institutions, including some of the 
world’s largest and most reputable banks, faced serious funding difficulties. Towards the end of 
the year many governments were forced to step in and support financial institutions with stimu-
lus packages, guarantees and direct equity participation.

During the year it became clear that the sub prime crisis that started 
in the US in 2007 had developed into a full-blown economic reces-
sion affecting economies all over the world. Signs of a severe eco-
nomic downturn appeared both in the US and Europe during the year 
and increasingly in emerging markets towards the end of the year. 
Unprecedented actions have been taken to restore growth and that 
strong response has managed to break the vicious cycle in 2009. 

The first of these actions took place in 2008 as the US Federal 
Reserve lowered interest rates towards 0% and the European Central 
Bank likewise started to lower its interest rates. Both the US and 
European governments embarked on fiscal stimulus plans, including 
large bailout packages. 

The Icelandic economy was among those most severely affected. 
After a period of rapid growth and extensive economic imbalances the Icelandic economy came 
to an abrupt halt. The Icelandic krona started to depreciate in March 2008 and by the autumn 
the increased pace of depreciation culminated in a full-blown currency crisis, leading to a severe 
banking crisis.

Co-ordinated action by governments and monetary authorities, with the participation of private 
parties, has prevented the economic slowdown from turning into a prolonged slump and 
already, early in 2009, the first signs of an economic revival can be seen. Thus it is expected that 
the world economy will return to sustainable growth in 2009/2010.

A New Iceland

As a consequence of the banking crisis, Iceland now faces a recession with an expected 10% 
contraction of GDP in 2009. Inflation is expected to fall sharply from highs of over 20% at year-
end 2008 and the current account balance is expected to move from a large deficit to surplus. 
Unemployment will rise to 8-10%, a level not seen in Iceland for decades. 

In order to deal with the banking crisis, the Icelandic government and Central Bank, supported 
by the IMF, have been forced to take extreme measures. Among those are temporary restrictions 
on foreign currency transactions. The government budget will also move from surplus to a large 
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deficit in 2009 and government debt is expected to increase from virtually zero to 
approximately 100% of GDP, partly due to the deposit guarantees of the failed banks.

Despite the severity of the economic downturn in Iceland, the 
country’s economic fundamentals remain strong and its long-
term prospects are enviable. The government’s net debt posi-
tion is still lower than in most developed countries and the 
pension system is fully funded. The strong pension systems, 
with net assets in excess of 100% of GDP, remain strong back-

ers for Icelandic firms both in regards to equity funding as well as stable long-term debt 
financing. Furthermore, Iceland is rich in natural resources, export sectors benefit from 
the krona depreciation and the population is young, well educated and energetic. 

The new reality of Iceland’s economic prospects is that in the next couple of years a 
difficult but necessary correction will occur. Private and government spending must be 
brought down to sustainable levels, foreign trade must resonate with a healthy current 
account balance and foreign debt paid down. 

Under these circumstances opportunities also present themselves, particularly in 
regard to strengthening export oriented businesses. Eyrir Invest’s core investments in 
Iceland are among the largest export businesses in the country and are well positioned 
to continue to grow and increase profits in the coming years.

The changes in Iceland’s economy have also invigorated political debate in the country, 
especially the crucial question of whether Iceland should join the European Union and 
aim for a full membership of the Euro Zone as soon as possible. Eyrir Invest has pre-
pared itself for this development and as of January 1st 2009 the company’s functional 
currency was changed to EUR. This will make all reporting more transparent.

Outlook

Despite the severe shock resulting from the banking crisis the Icelandic economy 
remains fundamentally strong and long-term prospects remain good. Even after a 10% 
contraction in GDP in 2009, Iceland remains among the top 12 countries in the world 
in GDP per capita, according to IMF estimates. Iceland’s total foreign net debt has been 
significantly reduced through the bank failures, as the banks were by far the largest 
debtors in foreign currency. Net debt of the government will increase substantially, to 
approximately 100% of GDP. In this context, it is also important to consider Iceland’s 
pension system, which is fully funded and thus does not create a potential large claim 
on future tax receipts, as is the case in many developed countries.

Even more importantly, the Icelandic economy remains very flexible and the export 
sectors have shown strong operational results. Furthermore, the Icelandic population 
is relatively young and well educated and Iceland has large renewable natural resources 
in geothermal and hydro energy as well as fisheries.

The outlook for the world economy in 2009 remains mixed. The challenges are clearly 
many and demanding. However there is a strong sense of urgency and already much 
has been accomplished. With good co-operation between governments, monetary 
authorities and the private sector, the world economy should be able to get through the 
worst of the downturn during the year. The year will also mark a new beginning as the 
first signs of an economic turnaround are already emerging.

Even after a 10% 
contraction in GDP in 
2009 Iceland remains 
among the top 12 
countries in the world 
in GDP per capita 
according to IMF 
estimates

In Iceland, long-
term prospects 
and economic 
fundamentals 
remain strong

Strong pension systems 
remain backers for 
Icelandic firms

In demanding 
circumstances 
opportunities present 
themselves

The first signs of an 
economic turnaround 
are already emerging
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In 2008, Marel Food Systems’ revenues from core businesses amounted to EUR 613 million. 
That corresponds to a 4% pro forma growth. The adjusted EBIT was EUR 51 million, a 25% 
increase from the previous year.

Marel Food Systems’ market has been growing by 5-6% for the last decade and underlying 
growth in the future is predicted to be around 4% in Western Europe and North America and 
around 6-8% in the emerging markets of Eastern Europe, South America, the Middle East and 
Asia. This is due to irreversible global trends such as:

• A growing population and increased urbanization 

• Rising consumption of meat and fish in the emerging market countries 

Strategy Successfully Accomplished

Marel Food Systems has completely changed the competitive 
landscape in a highly fragmented industry and set the basis 
for strong and profitable organic growth of the company in 
the years to come. 

The company’s market share is 15%, in a market that has been 
growing at an annual rate above 5% over the last decade. Its 
largest competitor has around 8% market share. 

Marel Food Systems now has the scale and scope to serve its 
global customers that are penetrating fast growing emerging 
markets.

Strong foundation

Today, two-thirds of Marel Food Systems’ turnover stems from the sales of spare parts, services 
and standardized products. The economic downturn has only a limited effect on these sales.

Marel Food Systems has a broad customer base, ranging from small family businesses to major 
global food providers. The single largest customer counts for less than 4% of total revenues 
each year. 

Marel Food Systems is “know-how”-driven and will continue to invest 5-6% in research and 
development to fuel future organic growth.

M
ey

n
Sy

st
em

at
e

M
ar

el
 F

oo
d

Sy
st

em
s

0

100

200

300

400

500

600

700

C
FS JB

T
Fo

od
Te

ch

W
eb

er

H
aa

rs
le

v

B
aa

de
r-

Li
nc

o

H
an

dt
m

an
n

M
PS SF

K

G
er

st
en

bb
er

g

V
er

m
ag

In 2008, Marel Food Systems’ revenues from core businesses amounted to EUR 613 million. 
That corresponds to a 4% pro forma growth. The adjusted EBIT was EUR 51 million, a 25% 

Marel Food Systems’ market has been growing by 5-6% for the last decade and underlying 
growth in the future is predicted to be around 4% in Western Europe and North America and 
around 6-8% in the emerging markets of Eastern Europe, South America, the Middle East and 
Asia. This is due to irreversible global trends such as:

Marel Food Systems hf.

Marel Food Systems is an undisputed worldwide industry leader 
in developing and providing advanced equipment and solutions 
to the poultry, fish and meat processing industries. 

Global sales to the poultry, fish and meat processing industries (EUR million)

Asia Pacific 6-8%

Western 
Europe 
4%

United States 4%
Central and 
Eastern Europe 
6-8%

Middle East 6-8%Latin America 6-8%
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In March 2009, Theo Hoen became the new CEO of Marel Food Systems. Theo 
Hoen has an excellent track record as CEO of Stork Food Systems from 2001 to 
date and 25 years of experience in the industry. Under his leadership, Stork Food 
Systems became the global market leader in serving the poultry processing 
industry while simultaneously delivering strong operational results.

All major global food processors are Marel Food Systems’ customers

Companies are increasingly looking for a single supplier that can deliver complete processing and 
turnkey solutions. Marel Food Systems is in a unique position to offer a single source solution, with 
state-of-the-art equipment and systems that span the entire production process and meet custom-
ers’ wide ranging needs.

Developments in the market are very favourable for Marel Food Systems’ customers. The price of 
major production inputs such as corn and oil have fallen significantly after highly volatile price 
movements in the past two to three years. Furthermore, end product prices have increased consid-
erably, giving customers the possibility to operate on a profitable level after a tough 12- to 18-month period. 

Marel Food Systems is well placed in a historically resilient industry, with the potential to continue 
to grow and increase market share. Since its initial public listing in 1991, Marel Food Systems’ 
average annual growth has been 28%. The company is listed on the Nasdaq OMX Nordic Exchange 
and had a market capitalization of EUR 267 million at year-end 2008. Eyrir Invest has been the 
principal owner of Marel Food Systems since early 2006, now holding approximately 40% of total 
outstanding shares.

Looking ahead

The underlying growth in the food processing industry is predicted to be around 4% in Western 
Europe and North America. The growth in the emerging markets of Eastern Europe, South America, 
the Middle East and Asia, is predicted to be around 6-8%.

With improved internal processes and further synergies, Marel Food Systems’ cost base is heading 
towards a lower sustainable level. This will compensate for lower revenues in 2009 and increase 
profits in coming years.   

Through growth strategy and improved profitability a sustainable EBIT of 10-12% is targeted for the 
operations in 2010-2012.

Marel Food Systems holds an unrivalled position in a market with great long-term growth prospects.
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Stork is a diversified industrial conglomerate with a history dating back to 1827, 
making it one of the oldest industrial companies in the Netherlands. Whilst 
Stork’s heritage lies in heavy machinery manufacturing, in recent decades the 
company has moved towards lighter components and machinery manufactur-
ing and industrial services. 

Stork was listed on the Amsterdam Stock Exchange for approximately 19 years 
but is currently a privately-owned company. Eyrir Invest owns around 17% of 
total shares in the company. Full-year results for 2008 showed a strong operat-
ing performance with EUR 1.77 billion in revenues, an increase of 9% from the 
previous year, and EBITDA of EUR 175 million compared to EUR 116 million in 
2007. Stork employs a total of 16,500 people around the world, around 50% of 
whom are in the Netherlands.

Headquartered in Naarden, the Netherlands, the Stork Group operates two 
core divisions: Technical Services and Aerospace. 

With a long-standing record of innovation and operational 
excellence, Stork has strong brand recognition and is among 
the market leaders in each line of its business.

Stork has consistently delivered solid financial results over 
the past years and holds a good project portfolio. The company 
is operating in growing markets and has a “triple A blue chip” 
client customer base. 

Stork B.V.

Head Office

Technical
Services

Industry
Services

Industry
Specialists

Aerospace
Services

Aerospace
Industries



Eyrir Invest 2008 Annual Report | 17

Strategy

Stork’s strong technology focus has and continues to allow the company to 
enjoy a leading competitive position in its markets. The company is well posi-
tioned in the stable industry services market and holds a well diversified port-
folio of specialist activities that have good growth prospects. The Stork 
Aerospace Industries business enjoys above average market growth potential, 
based on a solid project pipeline, niche technological positioning and strong 
commercial relationships.

Strategic flexibility for Stork divisions is high. Building on the Technical Services 
and Aerospace pillars, its value creation takes place along two axes.

• Growth, achieved both organically and through acquisitions, in core 
Aerospace & Technical Services activities.

Technical Services, with its leading position within several specialized 
businesses and recognized in-depth knowledge of integrated mainte-
nance concepts. 

Aerospace, with a balanced portfolio of commercial and military projects 
and well positioned in key industry programmes.

• Operational excellence which enables each division to achieve optimal 
returns on turnover and invested capital.
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TECHNICAL SERVICES: 

Long-term upgrade of the largest gas 

producing field in the Netherlands.

Established in 1947, NAM (the 

Nederlandse Aardolie Maatschappij 

B.V.) is active in the exploration and 

production of crude oil and natural 

gas in the Netherlands and the Dutch 

part of the Continental Shelf. NAM is 

by far the largest producer of natural 

gas in the Netherlands, with an annual 

production amounting to nearly three-

quarters of all natural gas produced 

from Dutch soil.

Stork GLT, a joint venture between 

Jacobs Engineering, Siemens and 

Yokogawa, manages the long-term 

upgrade of the field. The relationship 

between Stork and NAM has been 

ongoing since 1996.

Financing

Stork is well financed through a bank syndicate that has a duration of 
eight years. At year-end 2008 the external bank debt for the Stork Group 
was reduced and the net debt to EBITDA ratio is 2.8. 

Technical Services

Stork Technical Services is a professional supplier of integrated technical 
services for industrial markets. Stork’s Technical Services division has a 
strong local market position in attractive industry sectors such as 
chemical, oil & gas and power & utilities. It has an impressive track 
record of organic revenue growth and external growth, with 25 “bolt-on” 
acquisitions in the past three years. The risk of new entrants into the 
business is relatively low and 70% of the business comes from ongoing 
relationships with diverse existing customers.

• 2004-2007: 12% organic revenue growth

• 2004-2007: 38% year-on-year EBITDA growth

Profitability is well balanced across business segments and clients are 
mainly within the oil, gas, petrochemicals, and energy industries.
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AEROSPACE:

ELMO, Electrical Systems within Stork 

Aerospace Industries holds the second 

largest position in outsourced wiring, 

possessing world class capabilities in 

design and production. 

Over the past several years, aircraft 

wiring harnesses have become increas-

ingly complex, so complex that major 

aircraft manufacturers now recognize 

that these wiring harnesses are no 

longer commodities, but full aircraft 

systems. Fokker Elmo, a wiring har-

ness company for more than 40 years, 

has responded to this by developing a 

tool to handle the increased complex-

ity involving wiring harness design, 

development, integration, and produc-

tion into the modern airframe that in-

volves control of an enormous amount 

of data. This tool, WDMS, is generally 

acknowledged to be the best in the air-

craft wiring industry.

Aerospace

The Aerospace Industries division is well posi-
tioned in many aerospace programmes and has 
secured attractive long-term contracts. In the 
long-term this market anticipates stable growth 
and an irreversible development in the direction 
of sustainable aviation with efficient aircrafts and 
lower environmental impact.

The revenues within the division are well balanced. Service and govern-
ment-related revenues account for approximately 75% of the division’s 
total revenues.

Outlook

Today the emphasis is on reducing expenditure and maintaining a strong 
cash flow. In addition, a great deal of energy and attention has been 
placed on structural improvement of profitability, with the ambition to 
maintain a performance level in the top 25% of the benchmark group. 
When the economy starts to recover, the company will continue further 
growth and developments.

At year-end 2008 the order book had increased by almost 20%, to 
EUR 1.3 billion, providing a good starting position for 2009.

In accordance with this strategy, Stork is focusing on further successful 
and sustained growth of its core activities, where it has a robust founda-
tion to build on. 

• The Technical Services division provides Stork with growth pros-
pects in Stork’s core geographic market (Benelux) and across the 
diverse portfolio of services and sectors, oil & gas upstream and 
downstream, utilities and other industries. 

• The aerospace sector has an attractive growth profile, being well 
positioned in selected aerospace programmes in a well-balanced 
project portfolio.

With technological leadership and a good market position, Stork is well 
positioned for further growth and developments. Through an excellent 
financing structure and solid cash flow generation, Stork is well prepared 
for the economic cycle. 

Services
1/2

Defence
1/4

Commercial
1/4

Revenues
Division

Aerospace
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Today Ossur is the clear technology leader in the field of prosthetics 
and holds an 18% market share, the world’s second largest. Ossur is 
also the second best performer in terms of market share in the bracing 
and support market (B&S), holding 7%. This 
strong position has been achieved through a 

combination of strong organic growth as well as external growth 
through strategic acquisitions. In the past five years, Ossur’s com-
pounded annual growth rate was 30%, far beyond annual market 
growth of 3-5%. As a result of past acquisi-
tions Ossur has evolved from being a pros-
thetics company into being one of the largest 
players in the field of non-invasive orthopae-
dics, specialising in prosthetics, bracing and 
supports and compression therapy. 

Ossur operates primarily in the US and Europe. The company also has 
successful operations in Asia, a profitable, promising and fast growing 
market where Ossur intends to grow further. The market for Ossur’s 
products comprises USD 4.4 billion and anticipated growth in the next 
five years is 3% in the fields of prosthetics and B&S and 7-8% in the 
field of compression therapy.

Ossur hf.

Ossur is in the business of improving people’s mobility – to enable 
people to live a life without limitations. 

Ossur is a leading global company in non-invasive orthopaedics, 
delivering advanced and innovative technologies within the fields 
of prosthetics, braces & supports and compression therapy, a mar-
ket comprising USD 4.4 billion. 

Headquartered in Iceland, Ossur has major operations in the 
Americas, Europe and Asia, with additional distributors worldwide 
and 1,600 employees. At year end 2008 Ossur’s market capitalization 
amounted to USD 349 million.

In 2008, Ossur generated USD 350 million in revenues and a 23% 
EBITDA margin. 

Enabling  people 
to live a life 

without 
limitations

2nd largest market 
share in the 
prosthetic and 
B&S market

B&S
51%

Compr. therapy
6%

Prosthetics
41%

Other
2%

Sales
by Category

EMEA
50%

Americas
46%

Asia
4%

Sales
by Geographical
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Strong market fundamentals to pursue future growth

Strong underlying market growth fundamentals in the orthopaedic industry include an ageing 
population, increased obesity and technological leadership. A rise in disposable income and 
an increased participation of the general public in sports are further growth drivers. 

An ageing society escalates the frequency of vascular diseases and diabetes, which are the two 
main causes of amputation. An ageing population also means an increasing number of frac-
tures, joint instability and joint afflictions, which increases the demand for different forms of 
B&S products and compression therapy products. Furthermore, as the participation of the 
general public in sports rises, the demand for different types of support products will continue 
to grow.

• The ratio of people aged 65 and older is expected to rise from 36% in 2006 
to 55% and 45% in the US and Europe by 2020, respectively. 

• The number of overweight adults is expected to increase by 44% and obese 
adults by 75% globally from 2006 to 2015.

                 Source: World Health Organization (WHO)
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Technology Pioneer

Recognized as the “technology pioneer”, Ossur places a significant 
emphasis (6% of sales annually) on R&D to preserve its strong 
competitive position and serve its ambition to have a solid pipeline 
of new products and product upgrades in all segments. The latest 
platform is Bionic Technology – a precise fusion of artificial intelli-
gence and human physiology that is truly transforming the techno-
logical landscape. Ossur’s Bionic product line consists of three 
superior prosthetic products: Rheo Knee, Power 
Knee and Proprio Foot. These products function as 
an integrated extension of its user by applying a 
synthesis of mechanics and electronics which serve 
to mimic natural sensory and motor control func-
tions to the amputee.

Ossur entered the market for B&S in 2005 and foresees great potential in mirroring its techno-
logical expertise in prosthetics into the B&S products, a segment which has not seen any 
major technology upgrades in recent years. 

Profitability has never been higher

After years of acquisitions 2008 was characterized by  an 
internal focus as one of Ossur’s main objectives was to 
increase profitability. A time of maximizing returns from 
past acquisitions has begun with EBITDA increasing by 23% 
from the previous year, amounting to USD 79.4 million, 
representing a 22.7% EBITDA margin (adjusted EBITDA 
USD 72.6 million and 20.8% margin).

Ossur’s full-year results also reflected its excellent financial position, with a 
41% equity ratio and low leverage with net debt to EBITDA at 2.9. Ossur is long-
term financed with next repayment of debts as late as 2011. One of the main foci 
looking forward is maintaining the company’s eligible cash position.
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The years to come

Historically the health care industry has been 
resilient in economic downturn and health 
care expenditures are expected to rise consid-
erably in the coming years. Furthermore, 98% 
of Ossur’s prosthetic products are reimburs-
able as well as the majority of its B&S prod-
ucts, depending on the country. 

Ossur is set to maintain profitability at high 
levels and increase it even further, mainly by 
product rationalization, cost cutting and working capital improvements. 

Ossur is listed on the Nasdaq OMX Nordic Exchange and its shareholder base is financially 
strong, broad and international. Eyrir Invest first acquired shares in Ossur in 2004 and is cur-
rently the second largest shareholder, holding 20% of total shares. Thordur Magnusson is the 
Vice-Chairman of Ossur. It is Eyrir Invest’s firm belief that real shareholder value will be cre-
ated in the next three to five years as Ossur’s focus shifts to internal growth and increased 
profitability after a period of robust external growth. 

Source: CMS
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Eyrir Invest is committed to high standards of corporate governance, 
social responsibility, business integrity and professionalism in all its 
activities. 

Eyrir Invest believes in open and honest communications with stake-
holders and is committed to supporting the community through grants 
and donations.

Eyrir Invest also encourages the management of all of its core 
Investments to honour all stakeholders and apply the highest stand-
ards of corporate governance and social conduct.

Social responsibility

As a major shareholder, Eyrir Invest supports and encourages the aggressive strategy of its core 
holdings towards investment in R&D, which amount to 5-6% of sales in Marel Food Systems and 
Ossur. Marel Food Systems and Ossur are the largest investors in Iceland in terms of R&D spend-
ing. It is Eyrir Invest’s firm belief that healthy investments in R&D create the fundamentals for 
continued value creation and are a prerequisite for a sustainable competitive advantage.

Furthermore, Eyrir Invest has always supported start-up companies. Starting a new business is not 
an easy task and Eyrir Invest’s support in this regard is both financial and professional in nature. 
The scope and possibilities for value creation are enormous at the venture capital level, but the risk 
is also substantial.

In the past years Eyrir Invest has sponsored vari-
ous projects at all levels of education and donated 
multiple grants to numerous charities. In 2008 
donations were made to numerous charities, 
including “Mothers in Need”, an organization that 
assists low-income families in troubled times. Eyrir 
Invest also gave the University of Iceland a sub-
stantial donation and sponsored a mathematics 
contest at the elementary school level.
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The co-founders and principal shareholders of Eyrir Invest are Thordur Magnusson, Chairman, 
and Arni Oddur Thordarson, CEO. Shares held by them and companies fully under their control 
and ownership are as follows:

   Thordur Magnusson   20.3%

   Arni Oddur Thordarson   17.3%

In mid-year 2000, Thordarson co-founded Eyrir 
Invest and has been its CEO since then. Thordarson 
has extensive international business experience and 
has served as a board member of various busi-
nesses through the years. In autumn 2005, 
Thordarson became Chairman of the Board of 
Marel Food Systems. Prior to co-founding Eyrir 
Invest, Thordarson was Head of the Corporate 
Finance & Capital Markets division at Bunadarbanki 
Islands, which later on merged with Kaupthing.

Magnusson was CFO in Eimskip for over two decades before co-founding Eyrir Invest. Today 
Magnusson is the Vice-Chairman of the Board of Ossur, chairs the boards of Marorka and 
Calidris and holds a seat on the boards of many other Icelandic companies, including Byko, 
Kaupas and Norvik. Magnusson holds an MBA degree from the University of Minnesota and a 
Business degree from the University of Iceland. 

Thordur Magnusson, 
Chairman

Arni Oddur Thordarson, 
CEO

Shareholders

At year-end 2008, there were 16 shareholders in Eyrir Invest, compared 
to 15 at the beginning of the year. Eyrir Invest’s shareholders are 
successful entrepreneurs with careers in various industries such as 
banking, insurance, fishing, pharmaceuticals and retailing. 
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Other large shareholders’ ownership is as follows:

    NBI hf.    27.5%

    Straumborg       8.6%

    Sigurjon Jonsson       8.3%

    Arkur ehf.     2.6%

    Others (ten shareholders)  15.4%

NBI is based on the domestic operations of Old Landsbanki Islands, the largest 
bank in Iceland. NBI is fully owned by the Icelandic government. In October 2008 
Eyrir Invest and NBI reached an agreement in which Eyrir Invest took over NBI’s 
holding in Stork B.V. in exchange for new shares in Eyrir Invest. Eyrir Invest’s share 
in Stork following the agreement is around 17% of total shares.  

The holding company Straumborg hf. is owned by Jon Helgi Gudmundsson and 
his family. Gudmundsson is the Chairman and principal shareholder of 
Straumborg ehf. In addition to Straumborg, Gudmundsson and his family run 
Norvik hf. and Smaragardur ehf., the real estate arm of the business. Straumborg 
is a majority owner of Norvik Bank in Latvia, Norvik Bank in Moscow, Russia 
and Norvik Credit Organization in Yerevan, Armenia.

Norvik’s roots stem back to 1962 with the founding of the hardware store Byko, 
Iceland’s largest home improvement retailer and supplier to the professional 
sector of the building industry. Norvik also operates other retail stores, includ-
ing Kaupas, Elko and Intersport. 

Sigurjon Jonsson is the principal owner and Chairman of Skipavik shipyard and 
a building contractor in Stykkisholmur, Iceland. Jonsson previously owned and 
operated Raekjunes, a fishing and scallops processing company.

Arkur ehf. is owned by Steinunn Jonsdottir, an active 
investor in Iceland. Jonsdottir holds a seat on the board of 
Norvik and has held board seats with various other com-
panies in Iceland. Jonsdottir holds an MBA degree from 
the University of Reykjavik.

Dr Olafur Steinn Gudmundsson is an active investor 
within the area of pharmaceutics and biotechnology. He 
has significant experience in senior management level 
positions within the pharmaceutical industry in the US. 
He is currently an adjunct faculty member of Purdue University and holds sev-
eral board seats at various biotech and pharmaceutical companies. Dr 
Gudmundsson holds a doctorate degree in Pharmaceutical Chemistry from the 
University of Kansas and a Pharmacy degree from the University of Iceland.

The Board Members of Eyrir Invest are Thordur Magnusson, Jon Helgi 
Gudmundsson, Olafur Steinn Gudmundsson, Sigurjon Jonsson and Steinunn Jonsdottir, a substitute 
Board Member. Olafur Steinn Gudmundsson joined the Board in November 2008.

Sigurjon Jonsson

Jon Helgi Gudmundsson

Steinunn Jonsdottir

Olafur Steinn Gudmundsson
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History

2005-2006
In 2005 and 2006, new financially sound inves-
tors joined Eyrir Invest. Their participation sub-
stantially strengthened the company and its 
capacity to pursue further growth. The compa-
ny’s shareholders consist of entrepreneurs from 
various industries such as banking, f ishing, 
retail, pharmaceuticals, construction and real 
estate. Eyrir Invest strengthened its operation by 
hiring new professionals with a focus on equity 
and industry analysis.  

Eyrir Invest became the leading investor in Marel 
Food Systems and the second largest share-
holder in Ossur. Arni Thordarson became 
Chairman of the Board in Marel Food Systems 
and Thordur Magnusson became the Vice-
Chairman of Ossur.

In 2005/2006, Ossur made four substantial 
acquisitions into the bracing and support busi-
ness by acquiring the US companies Royce 
Medical, and Innovative Sports, the UK company 
Innovative Medical Products and Gibaud Group 
in France. Those acquisitions more than doubled 
Ossur’s revenues and launched the company 
into the top-tier of the orthopaedics business.

At its annual general meeting in early 2006, 
Marel Food Systems announced a new strategy 
focusing on ambitious growth to be achieved 
both by acquisitions and organic growth. In the 
following months, Marel Food Systems doubled 
its business by acquiring two of the company’s 
main competitors, AEW Delford in the UK and 
Scanvaegt in Denmark. Marel Food Systems 
launched a successful and vastly oversubscribed 
share of fering in September 2006 which 
strengthened its capital and shareholder base 
significantly.  

Eyrir Invest was founded in the middle of 2000. Since then, Eyrir Invest’s “Buy 
and Build” strategy has consistently increased shareholders’ value above 
market returns.

2003-2004
Eyrir Invest participated in many 
restructuring projects in Iceland, 
including playing an instrumental 
ro l e  in  th e  bank  m e rge r  o f 
Bunadarbanki and Kaupthing. After 
receiving shares in Bunadarbanki in 
exchange for Gilding shares, Eyrir 
Invest, in partnership with other 
former Gilding investors, acquired 
further shares on the free market 
and together the group built up a 
25% position in the former state-
owned bank. At the beginning of 
2003 the 50/50 merger between 
Bunadarbanki and Kaupthing was 
announced.  

Eyrir Invest moved into offices at 
Skolavordustigur 13, Reykjavik. 
Increased emphasis was placed on 
ownership in shares listed on for-
eign stock exchanges, mainly on the 
Scandinavian market . Margret 
Jonsdottir became the CFO of Eyrir 
Invest.

Eyrir Invest purchased a considera-
ble share of both Marel Food 
Systems and Ossur and def ined 
them as long-term active invest-
ments with an emphasis on partici-
pating in operation, strategic plan-
ning and capital allocation of these 
companies. 

2000-2002

T h o r d u r  M a g n u s s o n , 
Chairman, and Arni Oddur 
Thordarson, CEO, founded 
Eyrir Invest in mid-2000 and 
have been the company’s prin-
cipal owners since then.

Eyrir Invest was the largest 
shareholder in the investment 
company Gilding. Gilding was 
Eyrir Invest’s only investment 
during its f irst two years of 
operation. In 2002, Eyrir Invest 
acquired shares in Bunadar-
banki Islands in exchange for 
its shares in Gilding. This 
marked the beginning of Eyrir 
Invest’s actual operation.

2000 2002 2003 2004
- Eyrir Invest founded

- Eyrir Invest principal 
investor in Gilding, 
Eyrir Invest’s sole 
investment

- Actual operations begin 
by exchange of shares in 
Bunadarbanki for 
Gilding shares 

- Merger of Bunadarbanki 
& Kaupthing

- Eyrir Invest participates 
in many restructuring 
projects in Iceland

- New investment strategy defined:  
Eyrir Invest acquires shares in 
industrial companies with the 
potential to become global leaders

-Eyrir Invest acquires large stake in 
Marel Food Systems

-Eyrir Invest acquires considerable 
share in Ossur
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2007  

The year 2007 was an eventful year for 
Eyrir Invest in which the prevailing themes 
were a conservative stance toward trad-
ing portfolio in turbulent times and sup-
port for the growth strategies of Eyrir 
Invest’s core investments. The company’s 
capital position was strengthened by a 
substantial equity increase, enabling the 
company to pursue further growth. The 
highlight of the year was the conclusion 
of a two-year battle over Stork, a three-
division conglomerate based in the 
Netherlands. Eventually Eyrir Invest and 
Landsbanki joined forces with Candover 
to bid for the whole company for a total 
value of EUR 1.7 billion. The offer was 
made unconditional on January 17th 2008. 
The transaction was a highly complex 
one as participants needed to debate the 
value of three companies within three 
industries.  

LME, a holding company owned by Eyrir 
Invest, Landsbanki and Marel Food 
Systems, had built up a 43% stake in 
Stork by acquiring its shares gradually 
throughout 2007. LME, the largest share-
holder in Stork, then sold its shares to 
the takeover vehicle London Acquisition 
which was owned by Eyrir Invest , 
Landsbanki and Candover in co-operation 
with the management of Stork.

In the past few years Ossur and Marel 
Food Systems have successfully pursued 
a strategy of high external growth. While 
still forward-looking the focus has been 
turned to internal growth and increased 
profitability.  

Eyrir Invest announced a lower risk 
investment profile and the annualized 
return on equity was targeted at 16% 
measured in EUR. 

2008
Turbulence in the financial markets the world over 
were the main characteristics of 2008. In Iceland, the 
situation became extremely vulnerable, ultimately 
resulting in a severe collapse of the banking system 
and subsequently a currency crisis. Three of Iceland’s 
largest banks failed and the Icelandic krona crashed. 
The Icelandic government was eventually forced to 
seek assistance from the IMF in order to help restore the 
banking system and launch a reconstruction scheme.

The banking crisis in Iceland provided Eyrir Invest with 
new challenges, even though Eyrir Invest had no expo-
sure to the Icelandic banks and since 2006/2007 had 
been focused on building up a strong cash position 
and securing long-term funding. 

For Eyrir Invest, the highlight of 2008 was the success-
ful conclusion in May of Marel Food Systems’ acquisi-
tion of its long-term partner Stork Food Systems. The 
acquisition was funded through long-term borrowing 
and equity increase. Subsequently, Eyrir Invest 
increased its holding in Marel Food Systems to almost 
40%. After the acquisition, Marel Food Systems is a 
global leader within its field, with a 15% worldwide 
market share, and is subsequently better placed to 
serve its global customers. The focus of the company 
is now on organic growth and increased profitability.

In November 2008 Eyrir Invest increased its share in 
Stork B.V. by acquiring NBI’s (Landsbanki) share in the 
company. The acquisition was financed with a share 
issue in Eyrir Invest, thus strengthening the company’s 
financials.

At the end of 2008, Eyrir Invest holds three core invest-
ments: Marel Food Systems, Stork and Ossur. These 
companies are well positioned to weather the eco-
nomic storm, operating within industries that have 
proven to be resilient in economic downturn in the 
past. In 2008 all these companies reported solid 
operational results with strong cash f lows. The full 
focus in these companies looking forward is on captur-
ing synergies and increased profitability. Signs of 
recovery are already evident and business will improve 
again after this fast and deep economic downturn. 

Most of Eyrir Invest’s other assets are held in cash or 
cash equivalents, providing scope for continued sup-
port towards Eyrir Invest’s core investments in accord-
ance with the company’s successful “Buy and Build’’ 
strategy.

2005 2006 2007 2008
- Ossur acquires US Royce Medical
- Ossur acquires UK Innovative 
Medical products

- Eyrir Invest exits the Icelandic 
banking sector by sale of its 
Kaupthing shares

- LME builds up 43% share in Stork

- Eyrir Invest, Landsbanki and 
Candover make a take-over bid in 
Stork

-Conclusion of Stork B.V. acquisition

-Eyrir Invest takes over NBI’s share in 
Stork in exchange for 27.5% share in 
Eyrir Invest

- New growth strategy announced in 
Marel Food Systems

- Marel Food Systems acquires AEW Delford 
- Marel Food Systems acquires Scanvaegt
- Ossur acquires Gibaud in France
- Ossur acquires US Innovation Sports
- New financially sound investors join Eyrir 
Invest 



30 | Eyrir Invest 2008 Annual Report

Thordur Magnusson,  Chairman > 

Magnusson was the CFO at Eimskip for over 20 years, before co-founding Eyrir Invest, and held 
a seat on the boards of numerous Icelandic companies and organizations on behalf of Eimskip. 

• Vice-Chairman of Ossur hf.

• Chairman of the Board in Marorka, Calidris and Handpoint 

• Board Member in many Icelandic companies, including, Byko, Kaupas and Norvik

• Member of the Iceland Chamber of Commerce

• MBA degree from the University of Minnesota 

• Cand.Oecon in Business Administration from the University of Iceland

< Margret Jonsdottir, CFO 

Jonsdottir has been employed with Eyrir Invest since 2004 when she was appointed CFO of 
the company. Prior to joining Eyrir Invest, Jonsdottir worked as Director of Accounting and 
Budgeting at MasterCard, Iceland. 

Jonsdottir was also the Director of Finance at the Industrial Loan Fund, later FBA Investment 
Bank, which subsequently merged with Islandsbanki. At FBA Investment Bank, Jonsdottir 
headed the Accounting and Budgeting department.

• Board Member of Marel Food Systems

• M.Acc. degree in Accounting and Auditing from the University of Iceland 

• Cand.Oecon in Business Administration from the University of Iceland

< Arni Oddur Thordarson, CEO

Thordarson is co-founder of Eyrir Invest, and has been its CEO since foundation. Thordarson  
has over 15 years of extensive international experience in various businesses. Prior to co-
founding Eyrir Invest, Thordarson was Head of Corporate Finance & Capital Markets at 
Bunadarbanki Islands, which later merged with Kaupthing.

• Chairman of the Board in Marel Food Systems since autumn 2005

• Board Member of Stork B.V. 

• Board Member of Egils Brewery

• MBA degree from IMD in Switzerland 

• Cand.Oecon in Business Administration from the University of Iceland

Our People

Eyrir Invest employs nine dedicated professionals with advanced 
qualifications and wide-ranging experience in the financial markets 
and other sectors of the economy. Eyrir Invest encourages its em-
ployees to increase their knowledge consistently, particularly by 
continuous education.
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< Gudbjorg Heida Gudmundsdottir, Equity and Industry Analyst 

 Previously, Gudmundsdottir worked at Sigurjonsson & Thor patent bureau. 

• M.Sc. degree in Industrial Engineering from the University of Iceland 

• B.Sc. degree in Mechanical Engineering from the University of Iceland

Inga Hafdis Sigurjonsdottir,  Accounting > 

Sigurjonsdottir previously worked in the accounting depart-
ment at Navision A/S in Denmark and later at Microsoft 
Business Solutions. 

• B.Sc. degree in Business Administration 
from Bifrost University

< Gudni Rafn Eiriksson, Head of Equity Trading

Eiriksson has over 10 years of experience in the financial market and 
previously worked as an equity broker at Kaupthing Bank.

• B.Sc. degree in Business Administration from the University 
of Iceland 

• Certificate in Securities Brokerage

 Orn Valdimarson, Head of Equity and Industry Analysis >

Valdimarson was formerly employed at Vidskiptabladid (Business Weekly) 
where he worked for several years as a journalist, CEO and editor. 

Valdimarson has held a seat on the boards of various firms and been a 
member of the Ethics Committee of the Icelandic Federation of Journalists. 

• B.Sc. degree in Economics from the University of Iceland 

• Executive Certificate from Copenhagen Business School

< Olof Bjork Thorleifsdottir, Middle Office

Prior to joining Eyrir Invest, Thorleifsdottir worked in 
finance and accounting at the Fisheries Investment 
Fund, in back office at FBA Investment Bank and as an 
operational manager at the Gerduberg Cultural Centre. 

Aldis Arna Tryggvadottir, Equity and Industry Analyst >

Before joining Eyrir Invest, Tryggvadottir worked in the auditing 
sector with PriceWaterhouseCoopers, Iceland. 

• B.Sc. degree in Business Administration from Reykjavik 
University 

• Certificate in Securities Brokerage
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Endorsement and Statement by the Board of Directors and the CEO

Eyrir Invest’s aim is to own, buy and sell shares, other securities and all other financial assets. The Company started 

its operation in the year 2000.

The Financial Statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) 

as adopted by the EU and additional Icelandic disclosure requirements for financial statements of listed companies.

According to the Income Statement, profit for the year amounted to ISK 1,504 million. According to the Balance Sheet, 

equity at the end of the year amounted to ISK 31,392 million.

Various analyses were made to calculate the values of the core holdings of the Company in Marel Food Systems hf. 

and Ossur hf. The most reliable one is discounted cash flow (DCF) valuation based on conservative assumptions 

on future growth and operational performance. The DCF values that are used are both calculated by the Company’s 

analysts as well as supported by independent analysts. The impairment tests use free cash flow projections based on 

management forecasts, as well as the Company’s conservative views on operational performance and future growth. 

The calculated value of core holdings is well above the Company’s book value. 

Marel Food Systems’ functional currency is EUR and Ossur’s accounts are denominated in USD. Shares in both 

companies are currently traded in ISK but both Marel and Ossur intend to transfer trading of shares to EUR or USD in 

the first half of 2009.  Eyrir Invest uses equity method in accounting for the holdings in those companies since mid-

2008 and has subsequently been granted authorization to change Eyrir Invest’s functional currency to EUR starting 

January 1st 2009.

The Company has unsettled currency derivatives at year-end 2008. The closing dates of these derivatives are after 

the reporting date. In the financial statements an accrual has been recognized based on the Central Bank’s official 

year-end rate of EUR/ISK 170.44. It is the management’s opinion that these derivatives and derivatives settled after 

the Icelandic bank collapse but prior to the reporting date should be settled at the Central Bank’s official rate at the 

bank’s default day or at EUR/ISK 136.59.  

In November shares with nominal value of ISK 277 million were sold to new shareholders for ISK 7,675 million, net 

of selling cost. 

Shareholders at the end of the year were 16, compared to 15 at the beginning of the year. Three shareholders held more 

than 10% of outstanding shares each at the end of the year 2008. They are:

 Thordur Magnusson*  20.3%

 Arni Oddur Thordarson*  17.3%

 NBI hf.  27.5%

*Shares held by Thordur Magnusson, Arni Oddur Thordarson and by companies fully under their control and 

ownership. Thordur Magnusson is Chairman of the Board and Arni Oddur Thordarson is the CEO.

The Board of Directors proposes that no dividends will be paid to shareholders in 2009. 
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Endorsement and Statement by the Board of Directors and the CEO, cont’d.

Statement by the Board of Directors and the CEO

According to our best knowledge it is our opinion that the Annual Financial Statements give a true and fair view of 

the financial performance of the Company for the financial year 2008, its assets, liabilities and financial position as at 

December 31st 2008 and its cash flows for the financial year 2008. 

Further, in our opinion the Financial Statements and Endorsement of the Board of Directors and the CEO give a fair 

view of the development and performance of the Company’s operations and its position and describes the principal 

risks and uncertainties faced by the Company.

The Board of Directors and the CEO have today discussed the Annual Financial Statements of Eyrir Invest ehf. for the 

year 2008 and confirm them by means of their signatures. The Board of Directors and the CEO recommend that the 

Financial Statements will be approved at the Annual General Meeting of Eyrir Invest ehf.

Reykjavik, March 27th 2009.

The Board of Directors:

Thordur Magnusson, Chairman

Sigurjon Jonsson 

Jon Helgi Gudmundsson

Olafur Gudmundsson

Steinunn Jonsdottir, substitute board member

CEO:

Arni Oddur Thordarson
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Independent Auditor’s Report  

To the Board of Directors and Shareholders of Eyrir Invest ehf.

We have audited the accompanying financial statements of Eyrir Invest ehf., which comprise the Balance Sheet as at 

December 31st 2008, and the Income Statement, Statement of Changes in Equity and Statement of Cash Flows for the 

year then ended, and a summary of significant accounting policies and other explanatory notes.

 

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 

International Financial Reporting Standards as adopted by the EU. This responsibility includes: designing, implementing 

and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free 

from material misstatements, whether due to fraud or error; selecting and applying appropriate accounting policies; 

and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit 

in accordance with International Standards on Auditing. Those standards require that we comply with relevant ethical 

requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are 

free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 

statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of 

material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the 

auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements 

in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 

an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness 

of accounting principles used and the reasonableness of accounting estimates made by management, as well as 

evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 

opinion.

Opinion

In our opinion, the financial statements give a true and fair view of  the financial position of Eyrir Invest ehf. on 

December 31st 2008, and of its financial performance and its cash flows for the year then ended in accordance with 

International Financial Reporting Standards as adopted by the EU. 

Reykjavik, March 27th 2009.

KPMG hf.

Saemundur Valdimarsson
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Income Statement for the year 2008

Notes 2008 2007 
Investment income:

Net income from securities and derivatives 6 6,973,376 1,761,577 
Share of loss of equity accounted associates 15 ( 723,907 ) 0 
Interest income 3,281,455 279,305 

Interest expenses ( 3,656,853 ) ( 1,653,272 )

Net foreign exchange (loss) gain 7 ( 5,848,888 ) 821,259 

Net operating revenue 25,183 1,208,869 

Operating expenses:

Salaries and salary-related expenses 8 178,244 236,102 
Other operating expenses 9 87,200 64,943 

Operating expenses 265,444 301,045 

(Loss) profit before income tax ( 240,261 ) 907,824 

Income tax 10,24 1,744,472 ( 111,143 )

Profit for the year  1,504,212 796,681 

Earnings per share:
Basic earnings per share (ISK) 11 1.95 1.28
Diluted earnings per share (ISK) 11 1.95 1.27

The notes on pages 44 to 67 are an integral part of these financial statements.
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Balance Sheet as at December 31st 2008

Notes 2008 2007
Assets:  

Cash and cash equivalents 12 1,776,242  6,958,889  
Restricted cash 13 5,166,037  0  
Investment securities 14 28,675,486  40,508,576  
Investment in equity accounted associates 15,16 38,810,892  0  
Derivatives 17 2,039,100  484,873  
Trade and other receivables 18 132,536  33,210  
Operating assets 19 371,624  218,073  

Total assets 76,971,917  48,203,621  

Equity:
Share capital 20 1,007,681  730,305  
Share premium 16,678,409  9,280,785  
Reserves 4,300,764  21,526  
Retained earnings 9,405,604  8,100,561  

 Total equity 31,392,458  18,133,177  

Liabilities:
Derivatives 17 4,757,426  298,498  
Trade and other payables 21 245,221  2,358,992  
Borrowings 22,23 40,576,812  25,668,482  
Deferred tax liability 24 0  1,744,472  

Total liabilities 45,579,459  30,070,444  

Total equity and liabilities 76,971,917  48,203,621  

The notes on pages 44 to 67 are an integral part of these financial statements.
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Statement of Changes in Equity for the year 2008

Reserves

Notes
Share

capital
Share

premium

Share 
option

reserve

Trans- 
lation

reserve

Retained 
earnings

Total
equity

2007

Equity 1.1.2007 530,005 3,892,423 102,248 0 7,470,306 11,994,982 

Profit for the year 796,681 796,681 

Dividends (ISK 0.31 per share) ( 166,426 ) ( 166,426 )

Issued share capital 164,000 4,555,764 4,719,764 

Exercise of share options 36,300 653,400 689,700 

Share option reserve 98,476 98,476 

Transfer of share option reserve 179,198 ( 179,198 ) 0 

Equity 31.12.2007 20 730,305 9,280,785 21,526 0 8,100,561 18,133,177 

2008

Equity 1.1.2008 730,305 9,280,785 21,526 0 8,100,561 18,133,177 

Foreign currency translation
  difference of foreign associates 11,061,386 11,061,386 

Net loss on hedges of net 
  investments in foreign associates ( 6,804,666 ) ( 6,804,666 )

Income and expenses recognized
  directly in equity 4,256,720 0 4,256,720 

Profit for the year 1,504,212 1,504,212 

Total income for the year 4,256,720 1,504,212 5,760,932 

Dividends (ISK 0.27 per share) ( 199,170 ) ( 199,170 )

Issued share capital 277,376 7,397,624 7,675,000 

Share option reserve 22,517 22,517 

Equity 31.12.2008 20 1,007,681 16,678,409 44,043 4,256,720 9,405,603 31,392,457 

The notes on pages 44 to 67 are an integral part of these financial statements.
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Statement of Cash Flows for the year 2008

Notes 2008 2007

Cash flows from operating activities:
Profit for the year  1,504,212  796,681  
Adjustments for:

Net loss on the sale of shares in other companies 7,028,894  54,663  
Unrealized gain on securities 6  ( 14,509,830 ) ( 1,415,920 )

Share of loss of associates 723,907  0  
Share options expensed 8 22,517  98,476  
Depreciation 19 12,328  9,494  
Income tax 10  ( 1,744,472 ) 111,143  

Working capital used in operations  ( 6,962,444 ) ( 345,463 )

Change in operating assets and liabilities ( 2,213,097 ) ( 7,425 )

Net cash used in operating activities ( 9,175,541 ( 352,888 )

Cash flows from investing activities:

Restricted cash, increase ( 5,166,037 ) 0  
Investments in shares ( 70,687,053 ) ( 49,898,287 )

Proceeds from the sale of shares 74,341,417  38,579,903  
Derivatives, change 2,904,701   ( 134,091 )

Investments in bonds ( 6,375,473 ) ( 164,610 )

Acquisition of operating assets 19 ( 165,880 ) ( 76,493 )

Net cash used in investing activities ( 5,148,325 ) ( 11,693,578 )

Cash flows from financing activities:

Proceeds from the issue of share capital 0  5,382,190  
Dividends paid ( 199,170 ) ( 166,426 )

Proceeds from borrowings and foreign exchange loss 13,305,270  15,110,162  
Repayment of borrowings ( 3,964,881 ) ( 1,581,623 )

Net cash provided by financing activities 9,141,219  18,744,303  

(Decrease) increase in cash and cash equivalents ( 5,182,647 )  6,697,837  

Cash and cash equivalents at January 1st
6,958,889  261,052  

Cash and cash equivalents at December 31st
12 1,776,242  6,958,889  

Investing and financing activities without cash flow effect:

Investments in shares ( 7,675,000 ) 0  
Proceeds from issue of new share capital 7,675,000  0  

Other information:
Interest income received 
Interest expense paid 
Dividends received 

663,118  
2,447,926  

71,388  

277,839  
1,284,941  

251,613  

The notes on pages 44 to 67 are an integral part of these financial statements.
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Notes

1. Reporting Entity
Eyrir Invest ehf. (the “Company”) is a company incorporated and domiciled in Iceland. The registered office of the 
Company is at Skolavordustigur 13 in Reykjavik, Iceland. The financial statements of Eyrir Invest ehf. as at and for the 
year ended December 31st 2008 comprise the Company.

Eyrir Invest ehf. is an investment company, aiming to own, buy and sell shares, bonds and other financial instruments. 
The Company has listed bonds on the Nasdaq OMX.

2. Basis of preparation
Assets and liabilities in the Balance Sheet are presented in liquidity order which is considered more appropriate for 
the Company than the current/non-current presentation. For each asset and liability item that combines amounts 
expected to be recovered or settled after more than 12 months, a payment schedule is disclosed.

a. Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) 
as adopted by the EU. 

The Financial Statements were approved by the Board of Directors of Eyrir Invest ehf. on March 27th 2009.

b. Basis of measurement

The Financial Statements have been prepared on the historical cost basis except for the following:  

• derivative financial instruments are measured at fair value;
• financial instruments at fair value through profit or loss are measured at fair value.

The methods used to measure fair values are discussed further in note 3b.

c. Functional and presentation currency
The Financial Statements are prepared in Icelandic Krona (ISK), which is the Company’s functional currency. All 
financial information presented in ISK has been rounded to the nearest thousand. 

d. Use of estimates and judgements
The preparation of financial statements in conformity with IFRSs requires management to make judgements, 
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, 
liabilities, income and expenses. Actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognized in the period in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgements in applying 
accounting policies that have the most significant effect on the amount recognized in the financial statements is 
described in note 4i.

3. Accounting policies related to financial instruments
The accounting policies and methods of computation applied by the Company in these financial statements are the 
same as those applied by the Company in its financial statements as at and for the year ended December 31st 2007, 
except for the investments held in the associated companies Marel Food Systems hf. and Ossur hf., are accounted 
for using the equity method starting from July 1st 2008, but were previously accounted for as financial assets at 
fair value through profit or loss. The change in the measurement basis of these associates is due to the change in 
the Company’s investment strategy and objective for these investments, i.e. the Company no longer holds these 
investments for current income and capital appreciation and they are no longer managed based on their fair value. 
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The fair value of the Company’s investment in these associates as at June 30th 2008 is deemed to be their carrying 
amount for the purpose of applying the equity method prospectively from July 1st 2008. 

Because the functional currencies of associates are different than the Company’s functional currency, the Company 
started to apply hedge accounting from July 1st 2008 to foreign exchange differences arising between the functional 
currencies of the associates and the Company’s functional currency.

The Company designated foreign currency denominated borrowings as hedging instruments of the net investments 
in foreign associates. The item being hedged in each designated hedging relationship is an amount equal to or less 
than the carrying amounts of the net investments in the foreign associates in the Company’s financial statements. 
See note 4 b (iii) for application of hedge accounting.

a. Financial instruments
(i) Non-derivative f inancial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, loans, trade and other 
receivables, cash and cash equivalents, borrowings, trade and other payables.

Non-derivative financial instruments are recognized initially at fair value plus, for instruments not at fair value 
through profit or loss, any directly attributable transaction costs. Subsequent to initial recognition non-derivative 
financial instruments are measured as described below.

Cash and cash equivalents comprise cash balances, call deposits and mutual-fund certificates that are readily 
convertible to known amounts of cash and are subject to an insignificant risk of changes in value. 

Accounting for finance income and expenses is discussed in note 3c.

Financial assets at fair value through profit or loss
An instrument is classified at fair value through profit or loss if it is held for trading or is designated as such upon 
initial recognition. Financial instruments are designated at fair value through profit or loss if the Company manages 
such investments and makes purchase and sale decisions based on their fair value. Upon initial recognition 
attributable transaction costs are recognized in profit or loss when incurred. Financial instruments at fair value 
through profit or loss are measured at fair value, and changes therein are recognized in profit or loss. 

Other
Other non-derivative financial instruments are measured at amortized cost using the effective interest method, less 
any impairment losses for financial assets.
 

(ii) Derivative f inancial instruments
The Company holds derivative financial instruments to hedge its interest rate and currency risk exposure.

Derivatives are recognized initially at fair value; attributable transaction costs are recognized in profit or loss when 
incurred. Subsequent to initial recognition, derivatives are measured at fair value, and changes therein are accounted 
for through profit or loss. Derivatives with positive fair value at the reporting date are recognized as assets in the 
Balance Sheet while derivatives with negative fair value are recognized as liabilities.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated or 
exercised, then hedge accounting is discontinued prospectively. The cumulative gain or loss previously recognized 
in equity remains there until the forecast transaction occurs. When the hedged item is a non-financial asset, the 
amount recognized in equity is transferred to the carrying amount of the asset when it is recognized. In other cases 
the amount recognized in equity is transferred to profit or loss in the same period that the hedged item affects profit 
or loss.

3. Cont’d.
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(iii) Share capital
Ordinary shares
Ordinary shares are classified as equity. Incremental costs directly attributable to issue of shares and share options 
are recognized as a deduction from equity.

Repurchase of share capital
When share capital recognized as equity is repurchased, the amount of the consideration paid, which includes 
directly attributable costs, is recognized as a deduction from equity. Repurchased shares are classified as treasury 
shares and are presented as a deduction from total equity. When treasury shares are sold subsequently, the amount 
received is recognized as an increase in equity, and the resulting surplus or deficit on the transaction is transferred 
to/from share premium.

Dividends  
Dividends are recognized as a decrease in equity in the period in which they are declared.

b. Fair value measurement principles for financial instruments
A number of the Company’s accounting policies and disclosures require the determination of fair value, for both 
financial and non-financial assets and liabilities. Fair values have been determined for measurement and / or 
disclosure purposes based on the following methods. When applicable, further information about the assumptions 
made in determining fair values is disclosed in the notes specific to that asset or liability.

(i) Securities
Securities in the Balance Sheet consist of investments in equity and debt securities. The fair value of securities is 
determined by reference to their quoted market bid price at the reporting date without any deduction for estimated 
future selling costs. 

When a quoted market price is not available on a stock exchange or from a broker / dealer for non-exchange-
traded financial instruments, the fair value of the investment is estimated using valuation techniques, including 
use of recent arm’s length market transactions, reference to the current fair value of another instrument that is 
substantially the same, discounted cash flow techniques, option pricing models or any other valuation technique 
that provides a reliable estimate of prices obtained in actual market transactions.

Where discounted cash flow techniques are used, estimated future cash flows are based on management’s best 
estimates and the discount rate used is a market rate at the reporting date applicable for an instrument with similar 
terms and conditions. Where other pricing models are used, inputs are based on market data at the reporting date. 
Fair values for unquoted equity investments are estimated, if possible, using applicable price / earnings ratios for 
similar listed companies adjusted to reflect the specific circumstances of the issuer.

Associates are those entities in which the Company has significant influence, but not control, over the financial 
and operating policies. Investments in associates were designated at fair value through profit or loss on initial 
recognition until June 30th 2008 and were classified as securities in the Balance Sheet. The Company defined its 
operations partly as a venture capital organization and that part of the business was clearly and objectively distinct 
from other operations.

(ii) Derivatives
The fair value of forward exchange contracts are based on their listed market price, if available. If a listed market 
price is not available, then fair value is estimated by discounting the difference between the contractual forward 
price and the current forward price for the residual maturity of the contract using a risk-free interest rate based on 
government bonds. 

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for reasonableness by 
discounting estimated future cash flows based on the terms and maturity of each contract and using market interest 
rates for a similar instrument at the reporting date.

3. Cont’d.
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(iii) Trade and other receivables
The fair value of trade and other receivables, which is determined for disclosure purposes, is estimated as the 
present value of future cash flows, discounted at the market rate of interest at the reporting date. 

(iv) Non-derivative f inancial liabilities
Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal 
and interest cash flows, discounted at the market rate of interest at the reporting date.

(v) Share-based payment transactions
The fair value of employee stock options is measured using a Black-Scholes model. Measurement inputs include 
share price on measurement date, exercise price of the instrument, expected volatility based on weighted average, 
historic volatility adjusted for changes expected due to publicly available information, weighted average expected 
life of the instruments based on historical experience and general option holder behaviour, expected dividends, and 
the risk-free interest rate based on government bonds. Service and non-market performance conditions attached to 
the transactions are not taken into account in determining fair value.

c. Investment income
(i) Net income from securities and derivatives

Net income from investments in securities and derivatives comprise net gain or loss on the sale of shares, changes 
in the fair value of the investments and derivatives, other than foreign exchange economic hedges, transaction 
costs and dividend income. Dividend income is recognized in the Income Statement on the date the entity’s right 
to receive payments is established.

(ii) Interest income
Interest income comprises interest income on funds invested. Interest income is recognized as it accrues, using the 
effective interest method.

Net foreign exchange gain (loss) comprises foreign exchange changes arising from assets and liabilities de-
nominated in foreign currencies and gains and losses arising from derivatives hedging economically the foreign 
currency risk. Net currency gains and losses are reported on a net basis.

4. Other accounting policies

a. Foreign currency
(i) Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at exchange rates at the 
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are 
translated to the functional currency at the exchange rate ruling at that date. Foreign currency gain or loss arising on 
translation is recognized in the Income Statement. 

(ii) Foreign operations
The assets and liabilities of foreign operations are translated to ISK at exchange rates at the reporting date. The 
income and expenses of foreign operations are translated to ISK at exchange rates at the dates of the transactions. 
Foreign currency differences are recognized directly in equity. When a foreign operation is disposed of, in part or in 
full, the relevant amount in the foreign currency translation reserve is transferred to profit or loss.

(iii) Hedge of net investment in foreign operation
Foreign currency differences arising on the retranslation of a financial liability designated as a hedge of a net 
investment in a foreign operation are recognized directly in equity, in the foreign currency translation reserve, to 
the extent that the hedge is effective. To the extent that the hedge is ineffective, such differences are recognized in 
profit or loss. When the hedged part of a net investment is disposed of, the associated cumulative amount in equity 
is transferred to profit or loss as an adjustment to the profit or loss on disposal.

3. Cont’d.
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b. Associates
An associate is an entity over which the Company has significant influence and that is neither a subsidiary nor an 
interest in a joint venture. Significant influence is the power to participate in the financial and operating policy 
decisions of the investee but is not control or joint control over those policies.

The operating results and assets and liabilities of associates are accounted for in these financial statements using 
the equity method of accounting (equity accounted investees) and are recognized initially at cost.

The Company’s investment includes goodwill identified on acquisition, net of any accumulated impairment losses. 
The financial statements include the Company’s share of the income and expenses and equity movements of equity 
accounted investees, after adjustments to align the accounting policies with those of the Group, from the date that 
significant influence or joint control commences until the date that significant influence ceases. 

When the Company’s share of losses exceeds its interest in an equity accounted investee, the carrying amount of that 
interest, including any long-term investments, is reduced to nil and the recognition of further losses is discontinued 
except to the extent that the Company has an obligation or has made payments on behalf of the investee.

c. Operating assets
(i) Buildings and other operating assets

Buildings and other operating assets are measured at cost less accumulated depreciation and accumulated 
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the asset.

(ii) Subsequent costs
The cost of replacing part of an item of operating asset is recognized in the carrying amount of the item if it is 
probable that the future economic benefits embodied within the part will flow to the Company and the cost of 
the item can be measured reliably. The carrying amount of the replaced part is derecognized. All other costs are 
recognized in the Income Statement as an expense as incurred. 

(iii) Depreciation
Depreciation is recognized in the Income Statement on a straight-line basis over the estimated useful live of each 
part of operating assets. The estimated useful lives are as follows:

Buildings   50 years
Other operating assets  3-5 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.

d. Impairment
(i) Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is 
impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more events have 
had a negative effect on the estimated future cash flows of that asset. 
  
An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference between 
its carrying amount, and the present value of the estimated future cash flows discounted at the original effective 
interest rate. All impairment losses are recognized in the Income Statement. 

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment 
loss was recognized. For financial assets measured at amortized cost, the reversal is recognized in the Income 
Statement. 

4. Cont’d.
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(ii) Non-f inancial assets
The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine 
whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is 
estimated. 

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds its estimated 
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash flows that 
largely are independent from other assets and groups. Impairment losses are recognized in the Income Statement. 

e. Employee benefits
(i) Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions 
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for 
contributions to defined contribution pension plans are recognized as an employee benefit expense in the Income 
Statement when they are due. 

(ii) Share-based payment transactions
The grant date fair value of options granted to employees is recognized as an employee expense, with a corresponding 
increase in equity, over the period in which the employees become unconditionally entitled to the options. The 
amount recognized as an expense is adjusted to reflect the actual number of share options that vest.

f. Income tax expense
Income tax expense comprises current tax and deferred tax. Income tax expense is recognized in profit or loss 
except to the extent that it relates to items recognized directly in equity, in which case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially 
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognized using the balance sheet method, providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. 
Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they 
reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax 
assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets. 

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against 
which the temporary difference can be utilized. Deferred tax assets are reviewed at each reporting date and are 
reduced to the extent that it is no longer probable that the related tax benefit will be realized.

g. Earnings per share
The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated 
by dividing the profit attributable to ordinary shareholders of the Company by the weighted average number of 
ordinary shares outstanding during the year. Diluted EPS is determined by adjusting the profit or loss attributable to 
ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive 
potential ordinary shares. 

h. New standards and interpretations not yet adopted
The Company has adopted all IFRSs, interpretations and amendments to existing standards that are applicable for 
the year ended December 31st 2008 and relevant to the Company. The Company has not adopted early any IFRSs, 
interpretations or amendments effective after December 31st 2008.

4. Cont’d.
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i. Accounting estimates and judgements

Key sources of estimation uncertainty

Determination of fair values of f inancial instruments 
As indicated in note 3b the Company’s securities and derivatives are measured at fair value on the Balance Sheet. 
For part of these financial instruments, quoted market prices are readily available. However, certain financial 
instruments, for example, over-the-counter derivatives or unquoted securities are fair valued using valuation 
techniques, including reference to the current fair values of other instruments that are substantially the same, 
subject to the appropriate adjustments.

Fair value estimates are made at a specific point in time, based on market conditions and information about the 
financial instrument. These estimates are subjective in nature and involve uncertainties and matters of significant 
judgement, e.g. interest rates, volatility, estimated cash flows etc., and therefore cannot be determined with 
precision. 

Determination of impairment of f inancial assets
Assets accounted for at amortized cost are evaluated for impairment on the basis described in accounting policy 
4d(i). The assessment for impairment is based upon management’s best estimate of the present value of the cash 
flows that are expected to be received. In estimating these cash flows, management makes judgements about a 
counterparty’s financial situation and the net realizable value of any underlying collateral.

Determination of impairment of non-financial assets
Non-financial assets are regularly valuated for impairment. The assessment for impairment is based upon 
management’s estimates of future cash flows and discount rate.

Determination of fair value of share-based payment transactions
The fair value of options at grant date is determined as disclosed in accounting policy 3b(v). For share options 
granted to employees, in many cases market prices are not available, because the options granted are subject to 
terms and conditions that do not apply to traded options. If traded options with similar terms and conditions do not 
exist, the fair value of the options granted are estimated by applying an option pricing model. In estimating the fair 
value of options at grant date, the management considers factors that knowledgeable, willing market participants 
would consider in selecting the option pricing model to be used for this purpose.

Critical accounting judgements in applying the Company’s accounting policies

Classification of securities
The Company’s accounting policies provide scope for securities to be designated at fair value through profit or loss. 
By making this designation, the management has determined that it has met the necessary criteria as set out in 
accounting policy 3a(i).

4. Cont’d.
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5. Financial risk management

Overview
The Company maintains positions in both derivative and non-derivative financial instruments in accordance with 
its investment strategy. The Company’s investment portfolio comprises quoted and non-quoted equity and debt 
investments. 

The Company’s investing activities expose it to various types of risk that are associated with the financial instruments 
and markets in which it invests. The most important types of financial risk to which the Company is exposed from 
its use of financial instruments are:

• credit risk
• liquidity risk
• market risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, 
policies and processes for measuring and managing risk, and the Company’s management of capital. Further 
quantitative disclosures are included throughout these Financial Statements.

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the 
Company’s risk management. The Board has commended the CEO day-to-day developing and monitoring of the 
Company’s risk management policies. 

The Company’s risk management policies are established to identify and analyze the risks faced by the Company, to 
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and 
systems are reviewed regularly to reflect changes in market conditions and the Company’s activities. The Company, 
through its training and management standards and procedures, aims to develop a disciplined and constructive 
control environment in which all employees understand their roles and obligations.

Credit risk
Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its 
contractual obligations. The Company aims to minimize this risk factor by only entering agreements with solid and 
well known financial institutions in addition to closely monitoring the credit risk on an ongoing basis.

Transactions involving derivative financial instruments are usually with counterparties with whom the Company has 
signed master netting agreements. Master netting agreements provide for the net settlement of contracts with the 
same counterparty in the event of default. The impact of the master netting agreements is to reduce credit risk.

There were no significant concentrations of credit risk to counterparties at December 31st 2008. 

Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company’s approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet its liabilities 
when due and not risking damage to the Company’s reputation.

The Company’s financial instruments can include investments in unlisted equity investments and derivative 
contracts traded over-the-counter, which are not traded in an organized public market and which generally may be 
illiquid. As a result, the Company may not be able to liquidate quickly some of its investments in these instruments 
at an amount close to its fair value in order to meet its liquidity requirements, or to respond to specific events such 
as a deterioration in the credit-worthiness of any particular issuer. Unlisted financial instruments were 39.8% of total 
assets at year-end 2008 (2007: 0.8%).
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To mitigate this risk the Company has a policy of minimum available cash at any given time and in addition to 
that, the Company’s listed financial investments are in large- and mid-cap companies in different markets, which 
represent large part of the total assets, that are considered to be readily realisable in normal market condition as 
they are listed on stock exchanges. 

The Company maintains no lines of credit with financial institutions at year-end 2008.

Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices 
will affect the Company’s income or the value of its holdings of financial instruments. The objective of market risk 
management is to manage and control market risk exposures within acceptable parameters, while optimizing the 
return. The Company’s market risk is managed on a daily basis by the employees in accordance with policies and 
procedures in place. 

Details of the Company’s investment portfolio at the reporting date are disclosed in the schedule of investments 
included in note 14.

Currency risk
The Company is exposed to currency risk on sales and purchases of equity and debt securities, and borrowings that 
are denominated in a currency other than the functional currency of the Company.

The Company uses forward exchange contracts to hedge its currency risk. When necessary, forward exchange 
contracts are rolled over at maturity. At year-end 2008, there was no active forward exchange contract market in 
Iceland.

The Company’s borrowings denominated in foreign currencies, especially in euro and USD, proposes currency risk 
which is economically hedged with assets in the same currency. 

The Company’s total net currency balance is monitored on daily basis and traded as any other calculated financial 
position.

Interest rate risk
The majority of the Company’s financial assets are non-interest-bearing. Interest-bearing financial assets are subject 
to limited exposure to fair value interest rate risk due to fluctuations in the prevailing levels of market interest rates. 
The Company is exposed to interest risk from interest bearing liabilities and that risk is mitigated by active risk 
management. 

The Company adopts a policy of ensuring that some of its exposure to changes in interest rates on borrowings is on 
a fixed rate basis. This is achieved by entering into interest rate swaps.

Other market price risk
Equity price risk arises from financial assets at fair value through profit or loss, primarily equity securities. 

Price risk is the risk that value of the instrument will fluctuate as a result of changes in market prices, whether 
caused by factors specific to an individual investment, its issuer or all factors affecting all instruments traded in the 
market. 

As the majority of the Company’s financial assets are carried at fair value with fair value changes recognized in the 
Income Statement, all changes in market conditions will directly affect investment income.

Price risk is mitigated by the Company’s Management by constructing a diversified portfolio of investments and 
instruments traded on various markets. In addition market fluctuations are monitored on intraday basis which 
enables the Company to react quickly to any changes in the market.

5. Cont’d.
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The Company’s financial investments in shares and equity accounted associates is diversified by industries as 
follows:

   2008       2007

Food systems: Marel and Stork Food Systems 39.5% 37.8%

Financial 0.0% 22.5%

Health services: Ossur 18.6% 20.8%

Technical services - Oil & Gas: Stork 29.4% 11.4%

Aerospace services: Stork 12.5%  7.5%

Capital management
The Board’s policy is to maintain a strong capital base to sustain future development of the business. The Board 
of Directors has proposed to Annual General Meetings in recent years that 10% - 25% of each year profit is paid as 
dividend to shareholders.

The Board’s target is to connect the interests of the shareholders and employees of the Company. For that purpose 
the Board has entered into share option agreements with the employees. At year-end 2008 options for 13 million 
shares have been granted and will vest in the next four years (2007: 12 million shares).

The Board seeks to maintain a balance between the higher returns that might be possible with higher levels of 
borrowings and the advantages and security afforded by a sound capital position. The Company’s return on capital 
was 7.5% (2007: 5.7%). 

There were no changes in the Company’s approach to capital management during the year.

The Company is not subject to externally imposed capital requirements.

5. Cont’d.
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Investment income

6. Net income from securities and derivatives is specified as follows:

2008 2007 

Loss on the sale of securities ( 7,028,894 ) ( 54,663 )

Dividends earned 71,388 251,613

Change in fair value of securities 14,509,830 1,415,920 

Change in fair value of derivatives ( 578,948 ) 148,707 

Net income from securities and derivatives 6,973,376  1,761,577 

7. Net foreign exchange gain (loss) are specified as follows:

Translation exchange (loss) gain ( 1,845,761 ) 464,809 

Net (loss) gain on currency and interest rate derivatives ( 4,003,127 ) 356,450 

Net foreign exchange (loss) gain total ( 5,848,888 )  821,259  

Salaries and salary-related expenses

8. Salaries and salary-related expenses are specified as follows:

Salaries and performance-based payments 130,854 104,846 

Equity-settled shared-based payment transactions 22,517 98,476 

Contributions to defined contribution plans 12,827 10,281 

Other salary-related expenses 12,046 22,499 

Total salaries and salary-related expenses 178,244 236,102 

Full time equivalent positions at the end of the year 9 10 

Salaries to the Chairman of the Board and the CEO are specified as follows:

Salaries Bonus
Other 

benefits
Total salaries 

& benefits

Thordur Magnusson, Chairman 12,600 0 2,074 14,674 

Arni Oddur Thordarson, CEO 33,600 0 2,110 35,710 

Contribution to defined contribution plans paid in 2008 amounted to ISK 1.26 million for the 
Chairman of the Board and ISK 3.36 million for the CEO (2007: 1.26 million and 2.76 million). 

The CEO and the Chairman of the Board do not have any share options at year-end 2008. Share 
options can only be issued to them if approved by a Shareholders’ meeting. 

No salaries were paid to other members of the board during the year 2008 (2007: Nil).

In March 2009, the salary of the CEO was decreased by 25%, the salary of the Chairman of the Board 
was decreased by 10% and other staff members accepted 5-10% salary reductions.
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Other operating expenses

9. Other operating expenses are specified as follows:

2008 2007 

Depreciation 12,223 9,494 

Contribution and grants 0 3,900 

Other operating expenses 74,977 51,549 

Total other operating expenses 87,200 64,943 

Income tax expense

10. Income tax recognized in the Income Statement is specified as follows:

Change in deferred tax due to origination and reversal of temporary differences 1,744,472 ( 111,143 )

Total income tax expense in Income Statement 1,744,472 ( 111,143 )

        Reconciliation of effective tax rate:

2008 2007

(Loss) profit before income tax ( 240,261 ) 907,824 

Income tax using the Company’s tax rate 15.0% 36,039 18.0% ( 163,408 )

Tax exempt dividend income ( 4.5% ) ( 10,708 ) ( 5.0% )  45,290  

Share options exercised                  -  0  ( 2.7% ) 24,667 

Changes in value of shares and taxable
  loss not expected to be utilized

( 10.5% ) ( 25,331 )                 - 0 

Deferred tax liability decrease due to 
  changes in tax law

726.1% 1,744,472                 - 0 

Other changes                 - 0 1.9% ( 17,692 )

Effective tax rate 726.1% 1,744,472 12.2% ( 111,143 )

In May 2008 the Icelandic Parliament approved a decrease in the income tax rate from 18% to 15% as of January 1st 
2008.

In May 2008 the Icelandic Parliament also approved to authorize companies, with certain conditions fulfilled, to 
deduct from taxable income profit from the sale of shares. The deduction is only authorized if tax loss carry-forward, 
including loss for the current year, has been utilized. The authorization is effective for profit arising in the year 2008 
or later. As a result a deferred tax liability relating to shares in companies is no longer recognized in the balance 
sheet. In addition a deferred tax asset is not recognized due to tax loss carry-forward when it is likely that it will be 
utilized against profit from the sale of shares. Due to this, the deferred tax liability, which has been expensed in  the 
income statement, is decreased by ISK 1,744 million in the year 2008 and the decrease is recognized as income tax 
in the income statement. The decrease is comprised of  ISK 2,171 million due to shares in companies, less ISK 422 
million of tax loss carry-forward and ISK 5 million of other items.



56 | Eyrir Invest 2008 Annual Report

Earnings per share

11. Profit attributable to ordinary equity holders of the Company:

2008 2007 

Profit for the year 1,504,212 796,681 

Weighted average number of ordinary shares
in thousand shares

Issued ordinary shares at 1 January 730,305 530,005 

Effect of the increase of share capital in January 2007 0 11,178 

Effect of the increase of share capital in February 2007 0 7,036 

Effect of stock options exercised in April 2007 0 26,454 

Effect of the increase of share capital  in September 2007 0 47,035 

Effect of the increase of share capital in November 2008 41,036 0 

Weighted average number of ordinary shares at 31 December 771,341 621,708 

Weighted average number of ordinary shares (diluted)
in thousand shares

Weighted average number of ordinary shares (basic) 771,341 621,708 

Effect of share options 950 3,631 

Weighted average number of ordinary shares (diluted) at 31 December 772,291 625,339 

Earnings per share:

Basic earnings per share (ISK) 1.95 1.28

Diluted earnings per share (ISK) 1.95 1.27
 

Cash and cash equivalents

12. Cash and cash equivalents are specified as follows:

Bank deposits 1,776,242 6,388,176 

Mutual-fund certificates 0 570,713 

Total cash and cash equivalents 1,776,242 6,958,889 

Restricted cash

13. Bank deposits amounting to ISK 5,166 million (2007: ISK 0) are restricted to use by the Company at year-end. 
Deposits are cash held by financial institutions as collaterals for derivative transactions and borrowings.
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Investment securities

14. Investment securities are specified as follows:

Listed securities: Ownership
Fair value

12/31/2008
Ownership

Fair value
12/31/07

Listed on the Iceland Stock Exchange:

Marel Food Systems hf.* - 0 31.2% 12,869,385 

Ossur hf.* - 0 19.9% 8,277,961 
Other companies 0 2,905,553

Total listed on the Iceland Stock Exchange 0 24,052,899 

Listed on foreign stock exchanges:
Listed on stock exchange in Stockholm 90,772 4,758,873 
Listed on stock exchange in Oslo 0 507,541 
Listed on stock exchange in Frankfurt 0 1,184,512 
Total listed on foreign stock exchanges 90,772 6,450,926 

Total listed securities 90,772 30,503,825 

Unlisted securities:
London Acquisition** / LME ehf. 27,936,712 40.0% 9,635,471 
Unlisted foreign shares 278,781 204,670
Unlisted bonds 369,221 164,610

Total unlisted securities 28,584,714 10,004,751

Fair value of investment securities at year-end 28,675,486 40,508,576 

* Shares in Marel Food Systems hf. and Ossur hf. were recognized as investments securities until 30 June 2008. 
From 1 July 2008, the shares are recognized as investments in equity accounted associates using the equity 
method. See note 3 for further information.

** London Acqusition B.V. is a holding company owned by funds that are controlled by Candover Investments 
plc. and Eyrir Invest ehf.  London Acquisiton’s sole asset is the Dutch company Stork N.V. The 19% share in the 
company could be diluted to 17% if certain goals in the operation of Stork N.V. are reached.

Investments in equity accounted associates

15. Investments in equity accounted associates are specified as follows:

 Ownership 
Share in 

profits (loss)
Carrying 
amount

Market
 value

Book value
 exceeding 

market value

Marel Food Systems hf., Iceland 39.5% ( 1,093,954 ) 26,410,828 17,810,343 8,600,485 

Ossur hf., Iceland 20.0% 370,047 12,400,064 8,427,133 3,972,931 

   ( 723,907 ) 38,810,892 26,237,476 12,573,416 

Various analyses were made to calculate the values of the core holdings of the Company.  The most reliable one 
is discounted cash flow (DCF) valuation based on conservative assumptions on future growth and operational 
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performance. The DCF values that are used are both calculated by the Company’s analysts as well as supported by 
independent analysts. These calculations use free cash flow projections based en management forecasts, as well 
as the Company‘s conservative views on operational performance and future growth. Projections are made for a 
5-10 year forecast period. Cash flows beyond the forecast period are extrapolated using estimated growth rates of 
3.4 – 4.5%, and weighted average cost of capital of 9.0-9.5%. The DCF values of core holdings are well above the 
Company’s book value of these shares.

16. Key financial information of associated companies:

 
Total 

assets
Total 

liabilities 
Total 

revenue
Total 

expenses
Profit/ 
(loss)

Marel Food Systems hf. 156,849 107,715 69,128 70,202 ( 1,074 )

Ossur hf. 73,154 42,906 31,734 29,219 2,515 

Derivatives

17. Net assets and liabilities in derivatives are specified as follows:

2008 2007 

Net position of bond derivatives 0 366,459 
Net position of interest rate derivatives 0 95,884 
Net position of currency derivatives ( 2,718,326 ) ( 275,968 )

Net position of derivatives ( 2,718,326 ) 186,375 

Derivatives - assets in the Balance Sheet 2,039,100 484,873 
Derivatives - liabilities in the Balance Sheet ( 4,757,426 ) ( 298,498 )

Net position of derivatives ( 2,718,326 ) 186,375 

Trade and other receivables

18. Trade and other receivables are specified as follows:

2008 2007

Prepaid income tax 128,487 31,644 
Other receivables 4,049 1,566 
Total trade and other receivables 132,536 33,210 

At December 31st 2008 and December 31st 2007 no allowance was conceded for doubtful receivables. No impairment 
loss was recognized during the year.

15. Cont’d.
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Operating assets 

19. Operating assets are specified as follows:

Gross carrying amount
Buildings 

Other
operating

assets Total 

Balance at 1.1.2007 138,345 23,837 162,182 

Additions during the year 62,645 13,848 76,493 

Balance at 31.12.2007 200,990 37,685  238,675 

Additions during the year 154,399 11,481 165,880 

Balance at 31.12.2008 355,389 49,166 404,555 

Depreciation and impairment losses    

Balance at 1.1.2007 4,400 6,708 11,108 

Depreciation 2,760 6,734 9,494 

Balance 31.12.2007 7,160 13,442 20,602 

Depreciation 4,752 7,576 12,328 

Balance 31.12.2008 11,912 21,018 32,930 

Carrying amounts    

1.1.2007 133,945 17,129 151,074 

31.12.2007 193,830 24,243 218,073 

31.12.2008 343,477 28,148 371,624 

   

Depreciation ratios 2% 20-30% 



60 | Eyrir Invest 2008 Annual Report

Equity

20. Issued capital

A shareholders meeting in November 2008 approved an increase in nominal value of share capital of ISK 400 
million; 277 million shares were sold for ISK 7,675 million, in exchange for NBI’s hf. part in London Acquisition.

The Company’s share capital, according to its Articles of Association, amounts to ISK 1,008 million and is all fully 
paid. The holders of ordinary shares are entitled to dividends as declared from time to time and are entitled to one 
vote per share at meetings of the Company. The Board of Directors has the right to increase the share capital by up 
to ISK 123 million with the sale of new shares. Share capital according to the Balance Sheet amounted to ISK 1,008 
million at the end of year 2008. Share capital is specified as follows:

Amounts Ratio

Total issued shares at the end of the year 1,007,681 100.0%

Own shares 0 0.0%

Share capital according to the Articles of Association 1,007,681 100.0%

Share premium
Share premium represents excess of payment above nominal value (ISK 1 per share) that shareholders have paid for 
shares sold by the Company.  According to Icelandic Companies Act, 25% of the nominal value of share capital must 
be held in reserve which cannot be paid out as dividend to shareholders.

Share option reserve
The reserve includes the accrued part of the fair value of share options.  This reserve is transferred to share premium 
when share options are exercised. The reserve is transferred to retained earnings when the share options are not 
exercised.

Translation reserve
Foreign exchange differences arising from the translation of the financial statements of equity accounted associates, 
as well as from translation of liabilities that hedge the Company’s net investment in foreign operations, are recognized 
directly in a separate component of equity. When a foreign operation is disposed of, in part or in full, the relevant 
amount in the translation reserve is transferred to profit or loss.

Trade and other payables

21. Trade and other payables are specified as follows:

2008 2007

Trade payables 174,536 2,295,030 

Other payables 70,685 63,962 

Total trade and other payables 245,221 2,358,992 
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Borrowings

22. Borrowings, including accrued effective interest, are specified as follows:

2008 2007
Carrying 
amount

Carrying 
amount

EUR 23,495,025 9,727,661 

ISK 8,067,119 8,710,092 

SEK 5,362,415 4,304,685 

USD 2,316,080 1,319,641 

GBP 585,025 968,403 

JPY 329,343 180,700 

NOK 296,078 212,588 

CHF 125,727 244,712 

Borrowings total  40,576,812 25,668,482 

Borrowings are secured as follows:   

Secured bank loans 33,409,104 17,003,188 

Unsecured bond issues 7,167,708 8,665,294 

Borrowings total 40,576,812 25,668,482 

The Company’s investment securities and investments in associates in the amount of ISK 67,197 million are 
mortgaged to secure borrowings with the remaining balance of  ISK 33,409 million at the year-end 2008.

23. Repayment of borrowings are specified as follows:

2008 2007

Repayments in 2008  -  692,344 

Repayments in 2009 4,272,471 10,364,271 

Repayments in 2010 41,147 1,417,909 

Repayments in 2011 9,749,122 2,014,090 

Repayments in 2012 19,025,162 11,179,868 

Repayments in 2013 6,866,111 0 

Subsequent 622,799 0 

Borrowings total 40,576,812 25,668,482 

Deferred income tax liability

24. The deferred income tax liability is specified as follows:

2008 2007

Deferred income tax liability 1.1. 1,744,472 1,660,604 

Income tax expense recognized in Income Statement ( 1,744,472 ) 111,143 

Income tax recognized directly in equity 0 ( 27,275 )

Deferred income tax liability 31.12. 0 1,744,472 



62 | Eyrir Invest 2008 Annual Report

  The deferred income tax liability is attributable to the following items: 

2008 2007

Investment securities and investments in equity accounted associates 3,063,176 2,170,948 

Accrued share options expense ( 7,495 ) ( 4,940 )

Derivatives ( 407,749 ) 0 
Operating assets 2,301 473 

2,650,233 2,166,481 

Tax losses carried forward ( 905,761 ) ( 422,009 )

Recognized in income statement due to new regulations ( 1,744,472 ) -
Deferred income tax liability at end of period 0 1,744,472 

 When the Company pays dividends to its shareholders, it is required to pay a portion of the dividends to taxation 
authorities on behalf of shareholders, i.e. withholding tax. The amount paid to taxation authorities is charged to 
equity as a part of the dividends.

Hedges of net investments in foreign associates

25. The carrying amounts of the net investments in the foreign associates and of the borrowings designated as 
hedging instruments were as follows at December 31st 2008:

       Carrying amount of:

Investment Hedged
borrowing

Marel Food Systems hf., Iceland 26,410,828 22,997,534 

Ossur hf., Iceland 12,400,064 2,222,680 
 

The amounts of foreign currency differences recognized directly in equity were as follows at December 31st 2008:

Amount of foreign currency translation 
difference on:

Net investments Borrowings

Marel Food Systems hf., Iceland 6,880,725 ( 6,039,484 )

Ossur hf., Iceland 4,180,661 ( 765,182 )

11,061,386 ( 6,804,666 )

 

24. Cont’d.
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Share-based payments

26. The terms and conditions of grants are as follows:

Grant date / employees entitled
Number of 

instruments in 
thousands

Vesting 
conditions

Contractual 
life of option

Options granted 2006 4,750  32/44 months service 3 years

Options granted 2007 7,250  23/35/47/59 months service 5 years

Options granted 2008 1,000 20/32/44 months service 4 years

Total 13,000 

All options are to be settled by physical delivery of shares. Options can be excercised during the contractual life, 
at the end of each 12-month period. Accordingly, 24-month options can be exercised two times and the 36-month 
options only once at the end of the 36-month period.

The number and weighted average exercise price of share options is as follows in thousands:

Weighted 
average 

exercise price

Number of 
options

Weighted 
average 

exercise price

Number of 
options

2008 2008 2007 2007

Outstanding at January 1st 22.0  12,000 19.0  41,050 

Exercised during the year      - 0 19.0  ( 36,300 )

Granted during the year 24.0  1,000 24.0  7,250 

Outstanding at December 31st 22.2  13,000 22.0  12,000 

Exercisable at December 31st 0 0 

No options were exercised during the year.

The options outstanding at December 31st 2008 have a weighted average contractual life of 1.3 years (2007: 2.3 
years).

The fair value of services received in return for share options granted based on the fair value of share options granted, 
measuring using a Black-Scholes model, with the following inputs:

Granted

2006
Granted

2007
Granted

2008

 Fair value at grant date, average 12-, 24-, and 36-month options 6.96 9.81 11.43  
   
Share price 25.0  25.0  25.0  
Exercise price * 19.0  24.0  24.0  
Expected volatility (weighted average volatility) 22.2% 23.2% 23.6%
Option life (expected weighted average life) 3.5 4.8 2.7  
Expected dividends * 0.0% 0.0% 0.0%
Risk-free interest rate (based on government bonds) 12.4% 11.6% 12.8%

 * Exercise price is depended on dividends paid during the life of the option.

Total recognized expenses for the year arising from share-based payment transactions amounted to ISK 23 million 
(2007: ISK 98 million) including accrued social security expenses related to share-based payments.
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Financial instruments

27. Credit risk

Exposure to credit risk 
 The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit 
risk at the reporting date was: 

Carrying amount

2008 2007

Financial assets at fair value through profit or loss 2,039,100 484,873 

Loans and receivables 501,757 197,820 
Cash and cash equivalents 1,776,242 6,958,889 
Restricted cash 5,166,037 0 

9,483,136 7,641,582 

Liquidity risk
 The following are the contractual maturities of financial liabilities, including estimated future interest payments:

December 31st 2008

Financial liabilities:

Carrying
amount

Contractual
cash flows

Less than
1 year

1 - 2
years

2 - 5
years

More than
5 years

Secured bank loans 33,409,104 39,566,849 2,113,048 12,942,729 23,999,822 511,250 

Unsecured bond issues 7,167,708 8,433,271 4,329,102 387,518 3,716,651 0 

Trade and other payables 245,221 245,221 245,221 0 0 0 

40,822,033 48,245,341 6,687,371 13,330,247 27,716,473 511,250 

December 31st 2007

Financial liabilities:

Carrying
amount

Contractual
cash flows

Less than 
1 year

1- 2 years 2-5 years More than 
5 years

Secured bank loans 17,003,188 20,935,266 1,527,341 5,819,628 13,588,297 0 

Unsecured bond issues 8,665,294 10,832,757 742,268 6,563,331 3,527,158 0 

Trade and other payables 2,358,992 2,358,992 2,358,992 0 0 0 

28,027,474 34,127,015 4,628,601 12,382,959 17,115,455 0 

Currency risk
Exposure to currency risk

 The Company’s exposure to foreign currency risk was as follows based on notional amounts:

December 31st 2008 EUR SEK USD GBP NOK Other

Financial instruments at fair
   value through profit or loss 25,801,064 44,016 ( 209,852 ) ( 146,188 ) ( 72,973 ) ( 166,968 )

Loans and receivables 3,406 

Cash and equivalents 51,460 16,505 242,811 13 26,229 2,153 

Restricted cash 16,932  1,685,539  249,232 2,270 169,035 

Secured bank loans ( 497,301 ) ( 5,362,415 ) ( 93,400 ) ( 585,025 ) ( 296,078 ) ( 455,069 )

Net balance sheet exposure 25,375,561 ( 3,616,355 ) 188,791 ( 728,930 ) ( 173,787 ) ( 619,884 )

The Company’s functional currency will change from ISK to EUR at January 1st 2009.
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December 31st 2007 EUR SEK USD GBP NOK Other

Financial instruments at fair
   value through profit or loss 10,725,674 4,758,872 65,484 0 646,727 ( 6,238 )

Loans and receivables 166,076 0 0 0 0 0 

Cash and equivalents 3,452,578 2,432,478 158 0 319 1,458 

Secured bank loans (  9,746,712 ) (  4,293,344 ) (  1,316,164 ) ( 965,851 ) ( 212,027 ) ( 424,292 )

Trade payables 0 (  572,465 ) 0 0 0 0 

Net balance sheet exposure 4,597,616 2,325,541 ( 1,250,522 ) ( 965,851 ) 435,019 ( 429,072 )

            Average rate         Reporting date spot rate

2008 2007 2008 2007

EUR  127.811 87.846 170.440 91.450

SEK 13.234 9.498 15.603 9.713

USD 88.284 64.168 121.160 62.150

Sensitivity analysis
A 10% strengthening of the Icelandic krona against the following currencies at December 31st 2008 would have 
increased (decreased) pre-tax profit or loss by the amounts shown below. This analysis assumes that all other 
variables, in particular interest rates, remain constant. This analysis is performed on the same basis for 2007. 

                    Profit or loss
2008 2007

EUR ( 2,537,556 ) ( 459,761 )

SEK 361,636 ( 232,554 )

Other 133,381  221,043  

 A 10% weakening of the Icelandic krona against the above currencies would have had the equal but opposite effect 
on the above currencies to the amounts shown above, on the basis that all other variables remain constant.

Interest rate risk
 At the reporting date the interest rate profile of the Company’s interest bearing financial instruments was:

Fair value sensitivity analyses for fixed rate instruments                   Carrying amount

Fixed rate instruments 2008 2007

Financial assets 20,615,578 164,610 

Financial liabilities ( 4,499,779 ) ( 8,665,294 )

 16,115,799  ( 8,500,684 )

Variable rate instruments   

Financial assets 369,221   0 

Financial liabilities ( 36,077,033 ) ( 17,003,189 )

( 35,707,812 ) ( 17,003,189 )

27. Cont’d.
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The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss, 
and the Company does not designate derivatives (interest rate swaps) as hedging instruments under a fair value 
hedge accounting model. Therefore a change in interest rates at the reporting date would not affect profit or loss.

 Cash flow sensitivity analysis for variable rate instruments
A change of 100 basis points in interest rates at the reporting date would have increased (decreased) pre-tax profit 
or loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign currency 
rates, remain constant. The analysis is performed on the same basis for 2007. 

        2008         2007

        Profit or loss         Profit or loss

100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease

Variable rate instruments ( 357,078 ) 357,078 ( 170,032 ) 170,032 

Cash flow sensitivity (net) ( 357,078 ) 357,078 ( 170,032 ) 170,032 

 
 Fair values

Fair values versus carrying amounts
 The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet, are 
as follows: 

         December 31st 2008         December 31st 2007
Carrying 
amount

Fair value
Carrying
amount

Fair value

Financial instruments designated at    
   fair value through profit or loss 28,306,265 28,306,265 40,530,341 40,530,341 

Loans and receivables 501,757 501,757 197,820 197,820 

Cash and cash equivalents 1,776,242 1,776,242 6,958,889 6,958,889 

Restricted cash 5,166,037 5,166,037 0 0 

Secured bank loans ( 33,409,104 ) ( 31,319,682 ) ( 17,003,188 ) ( 16,355,055 )

Unsecured bond issues ( 7,167,708 ) ( 7,190,501 ) ( 8,665,294 ) ( 8,378,539 )

Trade and other payables ( 245,221 ) ( 245,221 ) ( 2,358,992 ) ( 2,358,992 )

( 5,071,732 ) ( 3,005,103 ) 19,659,576 20,594,464 

  

 The basis for determining fair values is disclosed in note 4.

Interest rates used for determining fair values

 The interest rate used to discount estimated cash flows, where applicable, are based on the government yield curve 
at the reporting date plus an adequate credit spread, and were as follows: 

       2008         2007
  

Secured bank loans 4.7% - 9.0% 6.8% - 8.0%

Unsecured bond issues, indexed / non-indexed 6.7% / 22.2% 6.7% / 18.5%

27. Cont’d.
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Other

Change of functional currency

28. The Company’s Board of Directors has decided, after careful deliberations, that euro (EUR) is the currency 
of the primary economic environment that influences the revenue and expenses of the Company. Therefore, 
in accordance with IFRS, the functional currency of the Company will change from ISK to EUR on January  
1st 2009. 

Related parties

Identity of related parties

25. The Company has a related party relationship with its associates, and with its directors and executive 
officers.

Transactions with related parties
During the year the Company paid salaries to the Chairman of the Board of Directors and the CEO. Further information 
is in note 8. 
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Appendix: Balance Sheet January 1st 2009 in eur

1.1.2009
Assets:

Cash and cash equivalents 10,422  
Restricted cash 30,310  
Investment securities 168,244  
Investments in equity accounted associates 227,710  
Derivatives 11,964  
Trade and other receivables 778  
Operating assets 2,180  

Total assets 451,608  

Equity:
Share capital 5,912  
Share premium 97,855  
Reserves 25,233  
Retained earnings 55,184  

 Total equity 184,184  

Liabilities:
Derivatives 27,913  
Trade and other payables 1,439  
Borrowings 238,072  

Total liabilities 267,424  

Total equity and liabilities 451,608  
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