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Å While there were other vulnerabilities, the state of the Irish banks was the key reason 

for Irish bailout in December 2010. Hereôs what the IMF said on December 4th 2010:

ñAt the root of its problems is a critically-weakened banking sector that has yet to be 

restored to health and stands at the center of a dynamic that dampens economic recovery 

while creating pressures on an already serious fiscal challenge .ò

Å Here was the plan to sort the problem:

Å Downsize and reorganise ïclose non -core operations, transfer troubled assets, provisioning, 

deleveraging, reduce dependence on non -deposit funding

Å Recapitalise (ú35bn set aside, not all used) ïincrease capital buffers (immediate 12% CT1 

target), stress - testing (PCAR)

Å Stronger supervision & special resolution regime for banks ïincreased resources, new 

resolution framework, new personal insolvency regime

Å What position is the Irish banking system now in?
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Some context
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Before and after

Summary balance sheet position of Irish banks (Consolidated data)

Dec-10 Mar-16 Change 2010-2016 % change

Total Assets 446,953 240,439 -206,513 -46%

Loans and receivables - debt instruments* 50,572 12,681 -37,892 -75%

Loans and receivables - loans to customers 276,022 166,386 -109,636 -40%

Loans and receivables - loans to credit institutions^ 15,316 5,703 -9,613 -63%

Available-for-sale financial assets 46,163 28,097 -18,067 -39%

Cash & cash balances with central banks 6,673 12,995 6,322 95%

Other Financial assets 8,085 3,603 -4,483 -55%

Other Assets 44,120 10,976 -33,144 -75%

Total Liabilities 428,124 216,749 -211,375 -49%

Deposits other than from Credit Institutions 155,449 153,012 -2,437 -2%

Deposits from Credit Institutions and Central Banks 170,812 22,068 -148,744 -87%

Debt Certificates 56,818 26,454 -30,364 -53%

Subordinated Liabilities 9,809 5,503 -4,306 -44%

Other liabilities 35,236 9,712 -25,524 -72%

Equity & Minority Interest 18,829 23,690 4,861 26%

Total Liabilities, Minority Interest and Equity 446,953 240,439 -206,514 -46%

Equity/Assets 4.2% 9.9%

Loan/Deposit ratio 178% 109%

Source: Central Bank
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LDR targets were met quickly
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A deposit - funded banking system once again
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Significantly smaller banks
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Bank profitability

Å Irish banks returned to profitability in H1 2014

Å Large hits in crisis period due to bad debts, but provisions are now slowly being written back

Å Net Interest Income makes up the large majority (c.75 -80% excl. bond gains) of Irish banksô income

Å Net interest margins have expanded significantly

Å Majority of this has been due to liability repricing; in a ZIRP world this is coming close to an end

Å Rolling off of trackers helps NIMs, but asset growth will be key for future revenue growth
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Profitability at average levels internationally, 
but poor in historical context
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Tailwind still at AIB & PTSB, looking more for loan book growth from here at BOI

NIMs ïReaching a plateau
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How low can it go?



Tailwinds of recent years coming to an end

Profitability drivers
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Can costs be reduced further?
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Å Improvement in the economy, asset sales and 

write -off is reducing the level of NPLs, but they 

still remain high at c.15% overall ïsubstantially 

above European levels 

Å Banks appear to be well provisioned for these 

NPLs, with the coverage remaining stable at 

c.50% over recent quarters; this is in line with 

European peers

Å Further write -backs are likely as the economy 

continues to improve and asset prices rise

Å 50% of NPLs are mortgages - restructuring is 

picking up pace but has been exceptionally slow

13

NPLs still high but constantly improving
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Slow progress on mortgage arrears

Summary of Mortgage arrears & restructures

(% of total value) Dec/13 Mar/14 Jun/14 Sep/14 Dec/14 Mar/15 Jun/15 Sep/15 Dec/15 Mar/16 Jun/16

Owner Occupiers (úbn)10 7 .4 10 6 .5 10 6 .2 10 5 .5 10 4 .9 10 4 .3 10 3 .5 10 2 .5 10 1.6 10 0 .9 10 0 .3

Arrears <90 days 5.8% 5.6% 5.1% 4.6% 4.5% 4.2% 4.0% 3.8% 3.8% 3.7% 3.5%

Arrears 91 days+ 16.9% 16.6% 16.5% 15.7% 14.8% 14.1% 13.4% 12.7% 12.1% 11.8% 11.5%

Arrears 180 days+ 14.6% 14.5% 14.5% 14.0% 13.4% 12.9% 12.3% 11.7% 11.1% 10.8% 10.5%

Restructured 6.5% 7.4% 8.3% 9.5% 10.4% 11.1% 11.6% 12.2% 12.2% 12.4% 12.6%

Total 90 days + restructured 23.4% 24.0% 24.8% 25.2% 25.2% 25.2% 24.9% 24.8% 24.3% 24.2% 24.1%

Buy-to-let (úbn) 2 9 .7 2 9 .4 2 9 .2 2 8 .8 2 8 .0 2 7 .0 2 6 .7 2 6 .5 2 6 .0 2 5 .6 2 5 .2

Arrears <90 days 6.6% 6.3% 6.0% 5.1% 4.9% 4.7% 4.4% 4.5% 4.5% 4.5% 4.2%

Arrears 91 days+ 29.2% 29.9% 30.7% 30.8% 29.4% 28.5% 27.1% 26.2% 24.6% 24.2% 24.1%

Arrears 180 days+ 25.6% 26.6% 27.7% 28.2% 27.2% 26.6% 25.3% 24.5% 23.1% 22.8% 22.6%

Restructured 11.2% 12.1% 12.4% 13.3% 14.3% 15.5% 16.2% 16.7% 17.9% 18.3% 18.6%

Total 90 days + restructured 40.4% 42.0% 43.0% 44.1% 43.7% 44.0% 43.3% 42.9% 42.5% 42.5% 42.7%

Total (úbn) 13 7 .0 13 5 .9 13 5 .4 13 4 .3 13 3 .0 13 1.3 13 0 .1 12 9 .0 12 7 .7 12 6 .5 12 5 .5

Arrears <90 days 6.0% 5.8% 5.3% 4.7% 4.5% 4.3% 4.0% 4.0% 3.9% 3.9% 3.7%

Arrears 91 days+ 19.6% 19.5% 19.6% 19.0% 17.9% 17.1% 16.2% 15.4% 14.7% 14.3% 14.0%

Arrears 180 days+ 17.0% 17.1% 17.4% 17.1% 16.3% 15.7% 14.9% 14.3% 13.6% 13.2% 13.0%

Restructured 7.5% 8.4% 9.2% 10.3% 11.2% 12.0% 12.5% 13.1% 13.4% 13.6% 13.8%

Total 90 days + restructured 27.1% 27.9% 28.7% 29.3% 29.1% 29.1% 28.7% 28.5% 28.0% 27.9% 27.8%

Source: Central Bank
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Bottom of the pile, but assumptions look harsh

European bank stress test

Fully Loaded CET1 in Adverse Scenario ïIrish banks are two of the bottom four banks

Country Bank Starting 2015 Adverse 2018
Delta Adverse 

2018 (bps)

IT Banca Monte dei Paschi di Siena S.p.A. 12.07% -2.44% Ȥ1451

IE Allied Irish Banks 13.11% 4.31% Ȥ880

AT Raiffeisen ȤLandesbanken ȤHolding GmbH 10.20% 6.12% Ȥ408

IE Bank of Ireland 11.28% 6.15% Ȥ513

ES Banco Popular Español S.A. 10.20% 6.62% Ȥ358

IT Unicredit S.p.A. 10.38% 7.10% Ȥ329

UK Barclays Plc 11.35% 7.30% Ȥ405

DE Commerzbank AG 12.13% 7.42% Ȥ471

FR Société Générale S.A. 10.91% 7.50% Ȥ341

DE Deutsche Bank AG 11.11% 7.80% Ȥ332

Source: EBA

GDP growth forecasts in Adverse Scenario ïIreland 30% worse than last time, others in line

Baseline growth rates Deviations Adverse growth rates Level deviation

2016 2017 2018 2016 2017 2018 2016 2017 2018 2018

Ireland 4.50% 3.50% 3.60% - 4.60% - 4.60% - 1.90% - 0.10% - 1.20% 1.70% - 10.40%

UK 2.40% 2.20% 1.20% -4.60% -2.90% 0.40% -2.20% -0.70% 1.70% -6.80%

Euro Area 1.80% 1.90% 1.70% -2.80% -3.20% -1.10% -1.00% -1.30% -0.60% -6.80%

2014 Test

Ireland 1.80% 2.90% 2.40% -3.00% -3.60% -1.90% -1.30% -0.70% 0.50% -8.10%

UK 2.50% 2.40% 1.60% -3.30% -3.70% -1.00% -0.80% -1.30% 0.60% -7.60%

Euro Area 1.20% 1.80% 1.70% -1.90% -3.20% -1.80% -0.70% -1.40% 0.00% -6.60%

Source: EBA, European Commission



In the middle of the pack

Irish vs European Capital Ratios
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Risk-weighted analysis is important too

Å Irish banks risk -weighted assets are high 

as a percentage of total assets

Å This stems from legacy loss issues on 

Irish bank loans

Å As a result, Irish banks have to hold 

higher levels of capital for every euro 

worth of assets

Å This has implications for the Returns that 

the banks are able to generate and rates 

that have to be charged


