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Return to economic growth driven by exports
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Main observations

GDP growth of 0.7% recorded in first three quarters of 2011

Competitiveness gains underpinning export-led growth — unit labour costs forecast to
improve by around 20% relative to Euro area, 2009 to 2013 (Commission)

Underlines the erxibiIit_y of the Irish workforce
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Strong record of recovery with definite consolidation path

Interest costs as a % of Tax Revenue

1985 1990 1995 2000 2005 2010

Main observations

implemented since mid-2008

2015

Medium term consolidation

framework
Projected Total Estimated
Budgetary  adjustment Source savings
deficit (% GDP) (€ bn) (€ bn)
2013 -7.5% 3.5 Expenditure 2.25
Revenue 1.25
2014 -5.0% 3.1 Expenditure 2.0
Revenue 1.1
2015 -2.9% 2.0 Expenditure 13
Revenue 0.7

source : Department of Finance

[J 2011 deficit is well with in the EU/IMF programme target
[J  Medium term Fiscal Statement set out plan to reduce deficit below 3% of GDP by 2015
[ Including Budget 2012, measures designed to deliver some €25bn (over 15%% of GDP) in savings

L]__Another €8%:bn required over the 2013-2015 period to bring the deficit below 3% of GDP by 2015
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Current Account surplus with strong growth fundamentals

.
g Recovery in export-led growth through:

3 / Very open economy
/
) / [ ] Exports forecast to be around 110%
J of GDP by 2012
1 / High-tech export base

[] Nearly one-third of Irish exports
classified as high-tech

Well-educated workforce

[] Proportion of 20-24 year olds

pepartment of Finance educated to at least upper

secondary - highest in EU-15

Favourable demographics

] Irish population relatively young,
especially by European standards

High level of employment

K 71998 2000 2002 2004 2006 2008 2010 2012 2014 D 18 mllllon at Work (2010) Compared

with 1.2 million (early 1990’s)
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2011 - a year of significant progress in Banking Sector

PCAR! completed March 2011
Recapitalisations completed July 2011
Sold holding in Bank of Ireland

Restore capital

Pillar bank strategy with AIB and Bol

Reorganisation Board renewals largely completed
Mergers between AIB/EBS and INBS/Anglo (now IBRC)

Deleveraging targets set in PLAR

Shrink balance sheets 2011 targets for system achieved in 2011

Reduction in ECB reliance during 2011
Stabilise funding Banks achieved some €6.9 bn of wholesale repo funding
Positive deposit flows for Irish banks in last quarter

Sale of Bank of Ireland stake

. State support reduced from €375 bn (2008) to €100 bn
Break State link (end 2011)

Banks seeking to raise unguaranteed corporate deposits

1PCAR is the Prudential Capital Assessment Review contained in the Financial Measures Programme, Central Bank of Ireland, March 2011
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Irish banking balance sheet

Main players

Bank of

Ireland

1. AsatendofQ32011
2. Includes the Irish operations of Ulster Bank, NIB (Danske), KBC and Lloyds Group (BoSl)
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Balance Sheets - assets

Total Irish banking system (Covered Banks and others)!
€476.9 bn
.. i Corporate
et Commertclal SMEplendin{g Treasury NAMA Consumer
ki) e assets bonds/DTA €11.6 bn

mortgages €118.0 bn -obn €51.9 bn €31.8 bn
€188.0 bn .

_—

1. Asatendof Q32011

2. Includes the Irish operations of Ulster Bank, NIB (Danske), KBC and Lloyds Group (BoSl) and ACC (Rabobank)

3. Covered Banks are AIB Group (including EBS), Bank of Ireland Group, IL&P and IBRC

— — __
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Lower cost to State of Recapitalisation*

Recapitalisation completed on time (July 2011) and below expected costs

€35bn €24bn

: : rivate investment in Bol

¢ €6.5bn P

: from : i ; i

P burden sharing with §ubord|nated in July Total €62.7 bn

: : bondholders, asset disposals and 2011

: funds : internal capital generation* 26%

H - —— —
: CoCos
4 €3bn (10% coupon)
3 § prior
July
: : 2011
: : 74%
€13.5bn E Al Recipients

Programme PCAR 2011 Core capital
Funding total capital invested by State
Envelope requirement July 2011 Bol IBEC
Nov 2010 March 2011 7% 56%

* The State capital injections of €16.5 bn (€13.5 bn Equity and €3.0 bn Contingent Capital) above exclude €1.3 bn the State is expected to incur in
acquiring Irish Life or in providing IL&P with a direct capital injection in Q1/Q2 2012. Total burden sharing exercises of bonds resulted in €15.5 bn
of capital generation.
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Residential Mortgage Arrears — still challenging

Total Irish Residential Mortgage Arrears — source: CBI
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Dec 2010 Mar 2011 June 2011 Sept2011 Dec?2011 Dec 2010 Mar 2011 June 2011 Sept2011 Dec2011
W 90-180 day arrears (%) ® 180+ day arrears (%) 90+ day arrears (by number) B 90+ day arrears (by balance)

] Latest mortgage arrears data shows
Total Residential Mortgage Loans Outstanding (owner occupied) significa nt growth over past 18 months
Dec Mar June Sept Dec 1 Approximately 71,000 accounts are
2010 2011 2011 2011 2011 X
more than 90+ days in arrears
] Approximately 74,000 mortgage
By Balance (€ bn) 116.68 115.96 115.09 114.41 113.48 accounts have been restructured
'] Indicators such as ICB would indicate
trend in arrears is still upwards
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Successful sale of Bank of Ireland stake

Foreign consortium invests
Bankofireland &

1 PCAR 2011 required €5.2bn of capital for
Bank of Ireland but Irish State investment
was only €1.2 bn! - €0.2bn in equity and

€1bn CoCo Post PCAR 2011 shareholdings

(1  On 25t™ July 2011, private investors agreed to

an investment of up to €1.123 bn? (34.9%) in Shareholders %
Bank of Ireland’s Tier 1 capital NPRF (Irish state) 15.1%
[l Those investors were led by Fairfax Financial Strategic investors 34.9%
Holdings and include WL Ross, Capital Existing shareholders 31.0%
Research (part of The Capital Group), Fidelity Exchanging bondholders 19.0%

Investments and Kennedy Wilson

1 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)

1. net of fees.
2. Private investors subsequently made an investment of €1.051bn.
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Deleveraging targets beaten

2011 outcome (to November 2011) €br

50.0 4
45.0 1 40.5 W PLARFull Year
400 4 3,4 Target ] AIB, Bol and IL&P achieved
iog 1 oo G i?aﬁfa'Bifm deleveraging of €32.1 bn versus
. Forecast €32.3 bn 2011 full year target
20.0 1 Actual YTD '] Prices achieved were in line with
15.0 8.4 B PLAR base case assumptions
mg | - 1 Further transactions continue to be
0.0 1 : I , , negotiated for 2012

Total AlB,Bol and IL&P Total IBRC

source : data from Banks

] 2012 could be a more difficult year:
- Some €1.5 -3 trillion of assets could, according to investment bank research analysts, be
deleveraged by European banks increasing opportunities for buyers and driving prices lower
- Market liquidity conditions could limit ability to execute transactions during 2012 until risk
appetite returns




IBRC US loan sale

“Largest single loan sale transaction in global real estate history” Eastdil
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Central Bank funding has significantly fallen
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1 year funding trend

Covered Banks ECB and ELA Usage

Range of BarCap 2011 year end forecasts
presented to the ECB in March 2011

Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Nov-11
Dec-11

Key Observations

] From a peak of €152.6 bn, the total

amount of CBF has reduced due to:
- State capital injections (€19.6 bn)
- Deleveraging (ca. €40 bn)
- Wholesale funding transactions
(€6.9 bn)
Reliance on central bank funding
much lower than forecasts
presented to the ECB in March 2011.
- High forecast (€176.9 bn)
- Low forecast (€134.0 bn)

Reducing at a time when the ECB is
increasing liquidity measures to
support financial institutions and
sovereigns.
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Covered Banks represent falling percentage of ECB facilities

Covered Bank Usage of ECB Facilities ECB & ELA Usage by Country
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source : CBI, ECB Statistical Warehouse source : CSFB

] Covered Banks’ usage of ECB facilities has significantly fallen:

Covered Banks’ usage of the total ECB facilities has reduced to 8% from a 2011 peak of 18.5%
- Total usage has fallen to €67 bn from €93 bn

1 Irish usage of ECB facilities has fallen at a time when other Eurozone members have drawn
more heavily:

- December ECB and ELA usage has not yet been released for other Eurozone members
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Covered Bank deposits have stabilised

Covered Banks Deposit Inflows / Outflows

0] Other 0.4 [1 Keen deposit rates competition:
401 _ Driven by LDR targets
20 1 _ Higher YoY cost of between 12bps
= and 72bps despite cut in ECB rates
£ 20 1 1 Strong Q4 deposit inflows for Irish
s 40 banks
o0 ] Eurozone and sovereign concerns:
w0 - Increases competition on deposit
1007 rates
20 _ Inhibits move to non guaranteed
Q12011 Q2 2011 Q3 2011 Q4 2011
W Ireland United Kingdom = Other deposits

Source: CBI — regulatory filings (excludes (i) NTMA pre-capitalisation deposits,
(ii) AIB Poland)

'] Deposits at the Covered Banks have stabilised with net inflows since Q3 2011.
- Deposit trends are highly sensitive Irish sovereign and Eurozone risk perception.
] Potential for corporate deposit inflows, depending on sovereign risk considerations.
- The Covered Banks have witnessed extensive corporate deposit outflows since 2008, with
corporate deposits representing only 15% of total deposits (down from 37% in October 2009).
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State Support is much reduced

Deposits
-€114 bn

Interbank
-€47 bn

Capital
Markets
-€114 bn

Changes in amount of guarantees under CIF/ELG since inception

€86 bn of senior debt, €16 bn of
covered bonds and €12 bn of sub-
debt (LT2 under CIFS) were
guaranteed

Made up of deposits above
€100,000, senior debt and other
forms of approved liabilities

- Further reductions targeted in 2012
- Non guaranteed deposits

] Large reduction in State support for the Irish Covered Banks:

- Collateralised funding initiatives - MBPN’s

] State facilitated the orderly repayment of ca. €86 bn of senior unsecured bank debt.
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Irelands progress reflected in sovereign yields

Selected European 10 year bond yields equivalents

percent
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Irish sovereign yields reflect Irish progress and Eurozone progress
- Yields have tightened following periods of progress in Ireland
- PCAR 2011 (March 2011), Bank recapitalisations (post July 2011)

Irish sovereign yields have widened and tightened in sympathy with general Eurozone
concerns
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Banking Sector — 2012 focus

Viability of banks
Restructure IL&P
Status of IBRC
Rebuilding stability

SME lending targets
Total credit supply
Household debt

Personal Insolvency
Bill

MARP

Difficult environment
Monitor targets

Achieve goals
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Disclaimer

Disclaimer

This presentation is for informational purposes only.
No person should place reliance on the accuracy of the data and should not act solely on the basis of the presentation itself.

The Department of Finance does not guarantee the accuracy or completeness of information which is contained in this document and
which is stated to have been obtained from or is based upon trade and statistical services or other third party sources. Any data on past
performance contained herein is no indication as to future performance.

No representation is made as to the reasonableness of the assumptions made within or the accuracy or completeness of any modelling,
scenario analysis or back-testing.

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

The information in this document is not intended to predict actual results and no assurances are given with respect thereto.
— — ___|
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