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For further details see 31 March 1 Bank Restructuring Presentation on the Department of Finance website

Department of Finance. Irish Banking Landscape — Moving Forward. Six Monthly Review. September 2011



By honouring its
promise to the European
Union and International
Fund ...
egaining the
e of global

Financial Times
Editorial

New Business Model

li:!..]’Il!.:f'-.".:.lll.",il: I'-'.:‘Ji- ..l! 1d LZ';.":-U i_.\\.|:_!i-‘4":i-
Enhance liquidity
« In process

Deleverage Assets

= In process

inzble banks with sufficient capital bases

2 September 2011

Strategic Roadmap
for Irish Banking

v Recapitalize

= Banks recapitalized in July 2011
v Renewals & Mergers

- Completed ahead of timeframe
» Board renewal underway
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Delivering Results

Liquidity

Deleverage

Recapitalize - N

“The authorities are
pushing forward financial
sector reforms whic

: at the heart of Ireland's
Renew & Merge —

e b Pl erieie Y
response o ne Crisls,

MF statement

September 2011



Fconomic activit Expenditure

Economic
Position

"They really are fixing the
economy..."

Wilbur Ross,
Chairman and CEQO,
WL Ross & Co.
CNBC, 28th July 2011
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“.it seems
particularly vital
to urgently and
substantially
iNncrease

staff with
financial market
expertise in the
DoF for it to be
able to actively
fulfil its part of
the stability
mandate .."

Report of the
Commission of
Investigation
into the Banking
Sector in Ireland
(Nyberg Report)

March 2017

Creating more integrated structure

1. Strengthening and enhancing capacity of Banking Division

2. Integrating the NTMA banking team into the Department of

Finance

3. Establishing clearer roles and lines of responsibility

4. Relationship frameworks being updated

Banking division

Banking stability
and intervention

International
relations and
policy
development

Reporting and
controlling

Bank lending,
creditand

Shareholder
consumer

management ‘
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- Renewals + Mergers

Renewal of banks" governance Reorganisation of responsibility
since September 2008 for banking

4 6 Creating more integrated structure

s :I‘.—I 2 EBES Lirrimed (2 ILEP, 2 EES Lirmitad and 2 Baly
1. 5trengthening and enhancing capacity of Banking Division

2. Integrating the NTMA banking tearm into the Department of
Finance

3. Establishing clearer roles and lines of responsibility

4. Relationship framewaorks being updated
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PCAR capital underlies strong capitalisation

€5.3BN of additional capital
pos jsm bufh
" ) ot € Billions + €2 3BN of cash capital
n order to arrive at the !
L 20 - €3.0BN of contingent
stressed loan-loss captal
estimate that is fully 139 \\
credible to the 20 \
international markets, 2.9 \
the Cer lre.JI Ii:ir*f has - 30
engaged BlackRock 10 [77 ]
Solutions, a leading 13.3 )
:J o o7 8.4 Capital
specialist in analysing + short-fall
potential loan losses °1 ' ' ' ' ' ' ) ' € 24BN
under stressed L2
conditions.” -10
35
Central Bank of Ireland
20
March 2011 CTl capital  Stock Iy Jyrstress Losson Completed  Stress 2013 Capital Capital
e - 2010 provisions  operating loss deleveraging capital CT1 2013 requirements buffers
2010 profit before projections noncore  increases  pre capital @ stress CT1

provisions & based on loans since end imecticn 6%
deleverage BRS 2010
costs

nised mitigating measures as of 30 April 20
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Total expected capital needed in March 2011
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State Burden Reduced

€17.5bn

€1.7bn private investment in Bol*

burden sharing with subordinated bondholders {completed, not
yet complete and estimated), asset disposals and Banks’
internal capital generation®*

- CoCos
€17.5k €17.5bn
o f ]”I €3bn {10% coupon)
Irish €16.4bn total
State's capital invested by
State via NPRF
below €17.5bn
= assumed and
S without need to
. : . Fund draw on any
(“NPRF") (“NPRF") : IMF/EU funds.
TR
P IMF/EU PCAR 2011 total Core capital invested
g'ggrge capital by State
Dec 2010 requirement

*subject to
T assumes progress

ditions and regulatc

aranc

ted assets disposals and remaining LME transactions
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Successful Bol equity investment

1. For the PCAR 2011 BOI requirement of €5.2bn. State’s total net investment is only

£€1.3bn; €265m in equity and €1bn in CoCo
“Behold, a modern-

day banking miracle.” 2. Private investors led by Fairfax Financial Holdings and including WL Ross, Capital
Research (part of The Capital Group), Fidelity Investments and Kennedy Wilson agreed

. o to an investment of up to €1.123bn.
Financial Times,

Alphaville 3. Existing shareholders contributed €600m in rights offering
25th July 2011

4. Investors taking genuine equity risk - no risk protection or guarantees from the State
(such as IndyMac Bank or BankUnited in the US or LTCB/Shinsei in Japan)

Strategic
Existing Investors
Shareholders

Exchanging
. [quPSRF Bondholders
(Irish State) 34.9%
. 19.0%
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Deleveraging overview

1. Banks will deleverage to LDR of 122.5% by 01/01/2014

2. Non-core deleveraging units set-up in each bank

3. Deleveraging committees in place for each bank
SYSTEM 4. A Banking Division review commitee monitors

system-wide progress

NAMA 1. Some €30bn of NAMA bonds have been issued against €71bn of
loans sold to NAMA at 58% average haircut

European LDRs benchmarking as at December 2010

y comparisan to their European peers, Irish banks
currently have significantly higher loan to deposit ratios
e e
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Asset and business disposals

AlR ANGLO
IRISH BANK

Businesses Assets

Preferred bidders identified for $9.2br

Businesses Assets

BOI [L&P

Businesses Assets Businesses Assets

Sold Foreign Currency Exchandge for Sale of 51.16n VS commercial property
Irish Life sa'e a s0rs appointed, to be ainted for UK mortgane

\dvisors appo
cffered for sale by Ociober portiolio (CHL)

Sold 505 stake in Paul Capital for
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Deleveraging overview (AIB, Bol, IL&P)

- Approximately €11bn of the €70bn total deleveraging will come from
redemptions within the core book across the banks — mainly IL&P and AIB’s EBS
unit

« Core and non-core deleveraging to date approx. €13bn. Some €18bn of non-
core will remain after 2013

BOI AIB/EBS IL&P

Non-core Core ) Non-core Core 149% Non-core
r =Tall J07¢ Co/l =lall 30 ( ~ : -
deleveraging 2% 35% deleveraging 3% 27% deleveraging 289

£39.0bn €27.4bn €10.4bn

Core

Core 63%
€76.2bn

Core 70%
€75 4bn Core 58%

€26.6bn

Note : balances as at 31 December 2010 per PCAR



Pre-2014 System-wide
deleveraging (AIB/Bol/IL&P)

Total Deleveraging

€/70bn

Amortisation & other

€36bn

Expected Disposals

€34bn

More
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(AIB/Bol/IL&P)

UK (60%) Commercial and residential
property and corporate loan
portfolios

Ireland (18%) Commercial and residential
property

US (14%) Commercial property and

commercial loan portfolios

Europe (7%) Diversified portfolios of
infrastructure and project
finance related loans

Rest of world Residual exposures
(1%)

111ds |e21ydeiboan
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Anglo/INBS deleveraging

Partfolio

Outline

us

UK &

IRELAND |

Total
€34.1bn
(eq)

Path of Anglo Deleveraging

# willizan
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Funding of th

€ millions
400,000
350,000
300,000
250,000
200,000
150,000
100,000

50,000

2011
T

e banks

Reduction due to sale

of foreign businesses State deposits

converted into equity

1. Tha letwal contral Bk Bomowngs has demaned o stabio ks
a i éapprcrn) ol ek ECE nepo s 08 repesemerte fomigr bares' i i and t reesining 70% & e Central banks
ki cucrel Banks - snma 8% of Evrceysaom amiity

Long term debt

Whaolesale

Retail deposits

MEFI deposits

Corporate

Source | Central
Bank. Figuras may
differ slightly from
the covered bank
conselidated
balance sheets on
their wabsite
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Bank deposits — cumulative flows since mid-year

Corporate

30-Jun 28-Jul 25-Aug 22-Sep

1. A more detailed view of retail deposits since the
recapitalisations has seen some positive momentum in

the deposit market

2. Corporate deposits flow have manifested more
volatility
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160 ~
Ret | . Retail deposi e seen positive momenturm in September

140 - o ‘!LEIF:J-.-‘\-"rl L-['1e ::lr' isatior -_"r l"n':'rl'_‘.a"u ks and their reca _I ‘_ra is.‘;:‘_i-_‘"u
120 -
100 -

80 A

60 - Non-State corporate deposit base

— 2. Corporate deposit figure for Q2 20
40 -.f_uijrr_-s £19bn of Jr_-:_l-i:ilu. Hnl H held - -
20 ] pending redeployment.
Corporate without State funding
0 T T T T T 1
2008 2009 2010 Q1l'11 Q2'11 Q3'11
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Central bank reliance has stabilised

€m

170,000 -
150,000 -
130,000 -
110,000 -
90,000 -
70,000 -
50,000 -
30,000 -
10,000 -
-10,000 -

State funds
deposit €19bn

Slowly falling |

ECB
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“Presumably, their decision to invest is connected with
the fact that Bol recently managed to access term
markets, and raise €2.9bn in bilateral secured funding.”

Financial Times, Alphaville

25th July 2011

June/July

March 2011 2011
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Support for Irish economy

Core Lending

State support

Mortage & Lending
Arrears

The restructuring ofthc domestic ba ‘fm-j
ty for the pillar banks to

DCHDL

2. Commitments from banks 1o ensure €30kbn
of new lending in the system

3. Measures in place to monitor bank credit

ending

cess of JJh“ 'B‘C"'h"“ next three years

1.Enhancement of Credit Review
Office threshold has been
increased from €250,000 to
€500,000

2. A temporary, partial state
guarantee framewaork being
progressed with €0.4bn target

1. Inter-departmental group to
report to Government at end
September on mortgages arrears
2. Central Bank of Ireland
monitoring compliance with
Revised Code of Conduct on
Mortgage Arrears and
3.Reviewing Code of Conduct for
Business Lending to SME sector

"Whilst there were undoubtedly major credit supply problems in the market in 2008/9, the

conventional wisdom has failed to recognise the progress made since then.”
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Targets

1. Central Bank identified that SME and
mortgage credic af €11 — 165 balion of gross
riew lending will be remquired aver the 3 year
periad to end 2013

2 Gowemment has imposed a combined
lending target of €21 billon an the Do
banks for the 3 calendar years 2011
- €3 billionin 2017 ;
= €3.5 billion in 2012 ;

« and €4 billion in 2013
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Credit allocation became skewed towards Real Estate lending

Credit Allocation Credit / GDP
100% 2.5%
L}
90% 2 3x

Personal
{Private Households)

\ Credit / GDP

2.0x Trend Line

80%

Business and 70%

Social e 1.8x
Real Estate
Activities 50% 1.5x
. . o
Financial 40% 1.3x

Intermediation

Hotels & Restaurants 1.0x

Wholesale/Retail

Trade
Construction 0.8x
Manufacturing
Agriculture and Other ") 0% 0.5x

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Note 1 : Agriculture and Other sector includes: Agriculture and Forestry, Fishing, Mining & Quarrying, Transport, Storage and
Communications and Electricity, Gas & Water Supply.
Source: ESRI 1



Challenges ahead

"Continued timely
implementation of
the program remains
essential to support
the ongoing
recovery, limit
contagion risks, and
rebuild market
confidence”

IMF

2 September 2011

Deleveraging

« International market
conditions will determine
dermand and price levels
Authaorities’ focus is on delivery
of quantum and order of sale
NAMA selling some €7bn of
assets by 2014

Domestic Demand

hawve Deen restructured

-

Liquidity

Focus on reducing reliance on
ECE funding has begun to
gain some success

Challenge will be to maintain
increases in retail deposit

Mmarket

Growth

wWith global growth under
pressure, achieving domestic
growth will be difficult but
current account deficit is
moving into surplus
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Momentum on banking
stabilisation measures

10yearyields Turbulence
“Irish public finances 25 - Troubled Euro-
are closely linked to
the state of the 20 4 Uncertainty PEAR Results ;lor.lf;:rl\l:;hngﬂurlher
banking system. This Financial measures progress
) - negotiated and General
is a major drawback o Election leads to change of

on the way down .. ...
But it can also turn

into a blessing on the 10 - #
waw up.” Post recapitalisation
‘}. D Portugal spaaﬂsil BOI equity sale
5 -
- — aly
Berenberg Bank -
7 - T ————,
Research report Germany
0 :
- g8 g g g g g g8 g g g g g g8
28 July 2011 g ) 3 g E g 8 g g 2 s g g
s § § § % § ¥ 3§ 3 3 3 3§ 3

Department of Finance. Irish Banking Landscape — Moving Forward. Six Monthly Review. September 2011



Disclaimer

entation is for informational purposes only. This ] ioned from an original

on the accuracy of the data and should not act
on itself.

within or th

back-testing

All opinions and estimates are given as of the date hereof and are sub
change.

The information in this document is not intended to predict actual results and no WWW .j am med !a‘ |e

assurances a n with respect thereto.

For further information contact bankingdivision@finance.g
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