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'We've had a strong first half of 2021 with
much improved financial outcomes, while
continuing to execute our strategy and
drive economic recovery.'
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Key performance highlights

Profit before tax

€406m

H121 € ) Underlying' profit
before tax
Performance

€465m

* Operating profit pre-impairment
+72% vs H120.

+ Total income? +14% vs H120, higher
net interest income, business income
and valuation items.

+ Strong UK performance; operating contribution +52% from
higher margins and lower cost.

Reduction in

underlying
operating expenses®
vs H120

Transformation 4%

« 7™ straight reporting period
of sustainable cost reductions.

+  End-to-End customer journey programme delivering
€.€60m in annualised cost savings.

+ On-going progress in systems transformation with digital
fulfilment now at 75%.
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NPE Ratio

5.5%

Asset Quality

+ Impairment charge of €1m reflecting
improved economic outlook and
minimal loan loss experience.

+ NPE ratio reduced to 5.5%, supported by €0.3bn
Irish mortgage securitisation.

* 99% of payments breaks now concluded with minimal
impact on asset quality.

Regulatory CET1
ratio

15.3%
Capltal C Fully loaded
CETl ratio

14.1%

+ Strong capital position;
fully loaded CET1 ratio 14.1%.

+ Pre-impairment organic capital
generation of 90bps H121 vs 45bps
H1204.

+ Sufficient capital to execute proposed inorganic
KBC and Davy opportunities.

" The Group’s financial results are presented on an underlying basis. Underlying excludes non-core items of €59 million which are those items that the Group believes obscure the underlying
performance trends in the business. For further details on the Group's non-core items see page 12.

2 Operating income (net of insurance claims)

Underlying costs include core Transformation Investment charges, exclude non-core costs of €80 million and levies and regulatory charges of €96 million. Including these items, total costs
were €131 million or 11% lower than H120, the calculation of which is set out on page 143.
Pre-impairment organic capital generation primarily consists of attributable profit excluding impairment and movements in regulatory deductions.
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Chief Executive’s review

We’ve had a strong first half of 2021 with
much improved financial outcomes, while
continuing to execute our strategy and

drive economic recovery.

We are seeing a recovery in the economies
and markets in which we operate,
notwithstanding the ongoing challenges
presented by COVID-19. We have
continued to support our customers,
colleagues and communities as they start
to emerge from this challenging period, all
underpinned by the investment we've
made in recent years in transforming our
culture, systems and business model.

We have continued to deliver our strategic
outcomes during 2021. We have reduced
our costs for the seventh consecutive
reporting  period. The  improved
performance in our UK business reflects
the strategic choices we are implementing.
The ongoing investments we are making in
our digital capabilities and services for our
customers are reflected in the growing
strength of our franchise in our core
markets. We have also announced two
proposed acquisitions, the completion of
which will significantly strengthen our core
franchise and reinforce our National
Champion ambition.

Strong recovery in performance in first
half of 2021

H121 has seen a strong recovery in our
financial performance despite the
continued impact of COVID-19 restrictions
on business activity, particularly in Ireland.
The Group has reported an underlying
profit before tax of €465 million,
supporting a ¢.70 basis point
improvement in our fully loaded CET1

Francesca McDonagh Group Chief Executive

capital ratio. At the end of June 2021, the
Group's regulatory CET1 ratio of 15.3% and
fully loaded CET1 ratio of 14.1% remained
strong.

Improving economic outlook

The outlook for the Irish and UK
economies has strengthened since the
start of the year, supported by the
successful rollout of national vaccination
programmes and the gradual lifting of
restrictions. While the low interest rate
environment continues to present
challenges for banks, expectations for
GDP and house prices have improved in
both Ireland and the UK. The Irish
economy has proven to be resilient
despite restrictions on business activity
and some initial disruption due to Brexit.
Economic sentiment moved back above its
pre-pandemic level in May; the COVID-19
adjusted unemployment rate has
improved, and high frequency economic
data suggest strong growth momentum
following on from the first quarter’s robust
GDP outturn.

Purpose

The Group's purpose is to enable our
customers, colleagues and communities
to thrive.

Customers

To support economic recovery in the
economies we operate in, €7.2 billion of
new lending has been provided to our
retail, business banking and corporate

customers in H121. We are taking a
leading role in enabling the ongoing
growth in the Irish residential mortgage
market. While maintaining both risk and
pricing discipline, we have provided
support to our customers through €1.0
billion of new mortgage lending in H121.
We have also concluded over 99% of
Payment Breaks offered since the onset of
the pandemic, with 95% resuming normal
loan repayments.

Building on the work of the Group's
Financial Wellbeing Programme, we
launched a national Financial Wellbeing
campaign. The campaign encourages Irish
people to talk more openly about their
finances and highlights the Financial
Wellbeing supports we have in place. This
is a clear declaration of our intent to lead
the Irish banking sector in the area of
Financial Wellbeing. The response from
the campaign has been overwhelmingly
positive, with a 120% increase in
completed financial health checks, while
our customer Net Promoter Score
improved strongly in April by +11 points
following the March branch closure
announcement.

Colleagues

Our colleagues’ high level of agility and
engagement underpinned the ongoing
support of our customers. This is
evidenced in the recent Irish Banking
Culture Board surveys where colleagues'
view that ‘people get things done for the
customer’ has improved from 53% in 2018
to 75% in 2021.

While over 75% of our colleagues continue
to work from home during lockdown, we
have announced a new hybrid model to
permanently facilitate flexible working.
New mental health supports for
colleagues have also been launched in
2021 including the ‘power down and
recharge’ initiative. In addition, we are
investing in the development of
colleagues’ digital skills to align with
evolving customer behaviours, with 130
new specialist in-house digital engineering
roles announced.

Communities

We are committed to supporting the
communities where we live and work. The
Begin Together programme, our 3-year, €4
million initiative launched in 2020,
continued to fund charities, community
groups and arts organisations in the first
half of 2021. The Arts Fund, in conjunction
with Business to Arts, opened for second
round applications from artists and
community groups coming together to
frame their response to COVID-19.

We are a long-time sponsor of provincial
rugby and continued to support the
ambitions of the Irish provincial teams
including navigating the challenges
presented by COVID-19. In early 2021, we



became a primary partner to the Football
Association of Ireland’s ‘More Than A Club’
programme, which enables clubs to devise
and deliver important social programmes,
particularly within disadvantaged
communities.  Our Money Smarts
Challenge has gone from strength to
strength. This programme aims to improve
financial literacy among second level
students in an engaging and interactive
way with ¢.33% of Irish secondary schools
participating.

Strategic progress

H121 has seen further progress on

delivering on our strategy including:

+ areduction in costs; down 4% in H121
vs H120;

+ new lending activity of €7.2 billion in
H121, while maintaining commercial
discipline on risk and pricing;

+ continued progress in the UK:
increasing our UK net interest margin
by 29 basis points and reducing costs
by 11% vs H120;

* enhancing our customers' digital
journeys, supporting the continued
increase in digital adoption, with 75%
of product applications now fulfilled
digitally;

+ driving the economic recovery through
accessible and responsible lending,
increasing our Sustainable Finance
Fund from €2 billion to €5 billion;

+ agreeing the Davy' acquisition and
agreeing a memorandum  of
understanding with KBC' on the
acquisition of its performing loan
assets and liabilities in Ireland, with
negotiations being progressed; and

* maintaining strong capital ratios.

Digital banking

COVID-19 accelerated the trend towards
greater digital engagement by our
customers.

We are supporting this increased digital
adoption by continuing to invest in
customers' most frequent digital journeys.
For example, the digital mortgage
origination journey has improved to
enable a seamless experience for
customers from application to drawdown,
improving customer experience and
reducing operational risks and costs for
the Group.

On our mobile app, the Group's largest
‘branch’ and product channel, we are
continually enhancing functionality, with
¢.70 updates since the new app's launch in
2020, delivering a 25-point improvement
in Customer Effort Scores in the past
twelve months.

We will continue to invest in our
customers’ digital journeys as we
transition to a digital relationship bank
and enable our customers, colleagues and

communities to thrive in an increasingly
digital world.

Wealth and insurance

A key strategic priority of the Group is to
materially grow our Wealth and Insurance
business, supported by favourable
demographic and economic trends. The
business had a strong performance in
H121, generating a 27% increase in
operating contribution supported by an
increase in new premium sales of 34% vs
H120 (and 4% vs H119) and a positive
investment market performance of €22
million. Wealth and Insurance income
represented 37% of Group business
income in H121.

We continue to see strong opportunities to
leverage the Group's unique position in
the Irish market as the only universal
bancassurer, providing in-house product
manufacturing and distribution. At the
end of June 2021, the Wealth and
Insurance business had c.€21 billion of
assets under management and increased
our penetration of the Bank customer
base to 35%, up from 23% in 2017.

On 22 July, we announced the acquisition
of Davy, Ireland’s leading provider of
wealth management and capital markets
services, for an enterprise value of €440
million. The transaction is expected to
impact CET1 capital by c.80 basis points,
on completion in 2022 and will be financed
through  existing  resources. The
transaction is a strong strategic fit,
strengthening the range of services
available to the Group’'s wealth and
corporate customers.

Costs

Our relentless focus on efficiency and
strategic cost reduction has continued.
Costs reduced for the seventh successive
reporting period in H121 which supports
our guidance for less than €1.65 billion for
2021. Earlier this year we announced a
new target of a €1.5 billion operating cost
base by 2023, the achievement of which
would bring cumulative cost reductions
since 2017 to greater than 20%.

Cost reductions of €35 million or 4% in
H121 vs H120, have been broad-based
across a range of staff and non-staff
initiatives. The number of staff (full time
equivalents) have reduced by 11% since
June 2020  supported by the
implementation of our voluntary
redundancy programme announced in
September 2020.

UK
Our retail business in the UK continued to
deliver progress in H121, reflecting

strategic decisions we have made to
improve our UK performance.
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In H121, net interest income was 12%
higher than H120, supported by higher
margins and reduced cost of deposits.
Costs were 11% lower compared to H120
and lending balances are £0.9 billion lower
from December 2020 as the business
pivots to lower lending volumes with
higher margins in line with our strategy.
Consistent with this strategy, Bespoke new
mortgage lending of £259 million
increased ¢.170% in H121 compared to the
same period in 2020. We are also
progressing with the implementation of
our Northern Ireland strategy with branch
closures commencing in June.

To improve returns in the UK, our strategy
will continue to focus on higher new
lending margins, lower costs, a reduction
in deposit costs and operating with a
smaller balance sheet.

Responsible and Sustainable Business

We launched our Responsible and

Sustainable Business strategy, ‘Investing in

Tomorrow’ in March 2021. During 2021,

we have continued to deliver under our

three key pillars of:

+ enabling current and future colleagues
to thrive;

+ enhancing Financial Wellbeing; and

+ supporting the green transition.

In May, we launched our enhanced service
to support international asylum seekers by
providing access to banking products and
interpretation services to enable these
applicants to get the financial services they
need. In June, we invited colleagues to
register to become Global Chat
Volunteers, a financial inclusion initiative
using the multiculturalism and diversity of
our workforce to enable us to talk to our
customers in the language they are most
comfortable with. To date we have had
over 90 volunteers who can translate into
38 languages. We have also signed up to
the ‘Business in the Community’ inclusive
workplace pledge while 107 of our
branches have been accredited with ‘Age
Friendly’ training to protect the most
vulnerable.

We are continuing to decarbonise our own
operations, we issued €1.3 billion of green
bonds in H121 and increased the Group's
Sustainable Finance Fund to €5 billion to
help fund the green transition and
reflecting our expectation of a material
increase in customer demand in the
coming years. We remain on track to
establish and publish science based
targets by the end of 2022. The Group's
progress has been recognised by
Sustainalytics, with an improved rating
from 22.4 to 20.4, placing the Group in the
top 20% of banks worldwide.

T Both the Davy and KBC acquisitions are subject to regulatory and competition authority approvals.
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Financial performance

The Group posted an underlying profit
before tax of €465 million in H121 with
total income 14% higher and operating
profit pre-impairment 72% higher
compared to the same period in 2020.

The Group's loan book increased by €0.6
billion during H121 (€1.0 billion lower on a
constant currency basis). New lending of
€7.2 billion and positive foreign exchange
and other movements of €1.6 billion were
largely offset by redemptions of €7.9
billion and the Group's €0.3 billion Irish
mortgage non-performing exposure (NPE)
transaction. UK deleveraging of €1 billion
in the period is in line with strategy and
this trend is expected to continue. New
lending volumes in H121 were 12% higher
than H120, when excluding revolving
credit facility drawdowns, supported by
activity across our core Retail Ireland,
Retail UK and Corporate portfolios.

Net interest income of €1,080 million was
2% higher than the same period in 2020
and ahead of our expectations. The
benefits of reduced liability costs and
higher margins on new UK lending were
partly offset by reduced yields on liquid
assets and structural hedges. Liquid assets
as a proportion of average interest earning
assets increased to 32% in H121
compared to 25% in H120 primarily as a
result of participation in the TLTRO. Net
interest margin (NIM) was 1.90%, 10 basis
points lower vs 2020. The Group's NIM
reflects the positive impact from new
lending margins and our strong
commercial pricing discipline, more than
offset by the impact of the Group's
participation in the ECB's TLTRO Il
operation (c.10 basis point impact in
H121), growth in liquid assets and lower
structural hedge income.

Fees and other income arise from
diversified business activities including
wealth, bancassurance, foreign exchange
and transactional banking fees. Business
income of €283 million, including share of
associates and joint ventures (JVs), was 8%
higher vs H120, notwithstanding the
impact of continued restrictions in H121.
A gain of €34 million on valuation and
other items was reported in H121.

Business income includes Wealth and
Insurance income which increased 5% vs
H120 due to higher new business and
existing book income. Retail Ireland

A

income reduced 2% from lower card fee
income. Corporate and Markets fee
income increased by 24% due to higher
upfront fees. Share of associates and JV
income continued to be impacted due to
UK travel restrictions.

Delivery on transforming our culture,
systems and business model continued to
drive efficiencies across the Group.

Operating expenses (excluding levies and
regulatory charges and impairment of
intangible assets and goodwill) reduced by
4% compared to H120. Non-core charges
of €59 million includes €69 million in
restructuring programme costs.

A net credit impairment charge of €1
million on financial instruments in H121
compared to a charge of €937 million in
H120.

This charge reflects: the impact on IFRS 9
models of Forward Looking Information
from the Group's latest macro-economic
outlook; a management adjustment
related to the risk that longer-term credit
supports may be required for customers
affected by COVID-19; and actual loan loss
experience in the period. The impairment
performance in H121 was better than our
expectations, reflecting the improved
economic outlook in June 2021 compared
to December 2020, combined with muted
actual loan loss experience in the period.
The Group's impairment coverage reduced
slightly to 2.7%. Subject to no material
change in the economic conditions or
outlook, we expect the H221 impairment
charge to be broadly similar to H121 and
supported by the current stock of
impairment loss allowance of €2.1 billion.

NPEs decreased by €0.1 billion to €4.4
billion, equating to an NPE ratio of 5.5% of
gross customer loans compared to 5.7% at
end-2020. This decrease reflects the
Group's new flows into default which have
been more than offset by the positive
impacts of the Group’s €0.3 billion NPE
securitisation transaction backed by Irish
mortgages and continuing to work with
customers to agree sustainable solutions.

Our regulatory CET1 capital ratio of 15.3%
and fully loaded CET1 capital ratio of
14.1% at June 2021 were significantly
ahead of regulatory requirements.
Improvement in the ratios from the end of
2020 reflected organic capital generation

combined with the benefit from our NPE
transaction and other movements, partly
offset by the impact of transformation
investment and lending. The Group’s
15.3% regulatory CET1 capital ratio at June
2021 provides headroom of c.550 basis
points to our 2021 regulatory
requirements excluding P2G. The Group
has sufficient capital resources to support
execution of proposed acquisition
opportunities. We expect end 2021 CET1
ratios to increase by c.30 to 50 basis points
above June 2021 levels.

Outlook

In H121 we delivered improved financial
performance with a reduction in NPEs and
increase in our capital ratios. We have
continued to make good progress with our
organic strategic delivery. We are also
continuing to progress the proposed Davy
and KBC acquisitions, the completion of
which would further enhance the Group's
Irish franchise and support increased
profitable growth.

While we remain grateful for the support
we received, we have also welcomed the
announcement by the Irish Department of
Finance regarding the sell down of the
State’s 14% shareholding in the Group. We
consider this a watershed moment in the
normalisation of the state’s relationship
with the Group, and will make the Bank
the first in Ireland to return to full private
ownership. This is a positive a step for Irish
taxpayers, the economy, and Bank of
Ireland.

While uncertainties remain about the
more enduring impacts of COVID-19 as
economies reopen, the outlook has
improved considerably compared to
earlier in the year. We are investing in our
digital  capabilities and  customer
propositions, we are continuing to reduce
costs, and we are making progress on our
UK restructuring. We are committed to
responsibly developing our long-term
franchises, to serve our customers
brilliantly and deliver sustainable returns
to our shareholders.

Depending on progress on the acquisition
opportunities,  including  regulatory
clearances, we plan to provide an update
on our strategy and outlook for 2022-24,
including refreshed medium-term targets,
in 2022.

Francesca McDonagh
Group Chief Executive



Operating and financial review
(incorporating risk management)

Basis of presentation

This operating and financial review (OFR)
is presented on an underlying basis. For
an explanation of underlying see page 12.

Percentages presented throughout this
document are calculated on the absolute
underlying figures and so may differ from
the percentage variances calculated on
the rounded numbers presented. Where
the percentages are not measured this is
indicated by n/m.

The income statements are presented for
the six months ended 30 June 2021 (H121)
compared to the six months ended 30
June 2020 (H120). The balance sheets are
presented for 30 June 2021 compared to
31 December 2020.

Principal rates of exchange used in the
preparation of the Interim Financial
Statements are set out on page 136.
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References to ‘the State’ throughout this
document should be taken to refer to the
Republic of Ireland (Rol), its Government
and, where and if relevant, Government
departments, agencies and local
Government bodies.

Further information on measures referred
to in the OFR is found in Alternative
performance measures on page 137.

Summary consolidated income statement on an underlying basis

Profit before tax of €406 million was
reported by the Group for H121 compared
to a loss before tax of €822 million in
H120.

Underlying profit before tax of €465
million is €1,134 million higher than the
€669 million loss for H120 due mainly to a
reduction of €936 million in net
impairment  losses  on  financial
instruments and an increase of €159
million in net other income.

Operating profit before net impairment
losses on financial instruments is €194
million higher than H120 reflecting an
increase in operating income of €176
million and a reduction in operating
expenses (before levies and regulatory
charges and impairment of goodwill) of
€35 million.

Operating income (net of insurance

claims) has increased by €176 million

compared to H120 due to an increase of:

+ €17 million in net interest income,
reflecting the benefit of lower liability
costs partly offset by the impact of the
lower interest rate environment on
liquid asset yield and the structural
hedge; and

+ €159 million in net other income, due
to  positive  unit-linked  fund
performance and positive interest rate
movements in Wealth and Insurance,
positive derivative related valuation
adjustments, and higher fee income in
Corporate and Markets2.

Restated’
6 months 6 months
ended ended
30 June 30 June
2021 2020
Table €m €m
Net interest income 1 1,080 1,063
Net other income 2 318 159
Operating income (net of insurance claims) 1,398 1,222
Operating expenses (before levies and regulatory
charges and impairment of goodwill) 3 (837) (872)
Levies and regulatory charges 3 (96) (70)
Impairment of goodwiill 3 - 9
Operating profit before net impairment
losses on financial instruments 465 271
Net impairment losses on financial instruments 4 (1) (937)
Share of results of associates and joint ventures
(after tax) 1 (3)
Underlying profit / (loss) before tax 465 (669)
Non-core items 5 (59) (153)
Profit / (loss) before tax 406 (822)
Tax (charge) / credit (65) 97
Profit / (loss) for the period 341 (725)
Operating expenses (before levies and  Levies and regulatory charges have

regulatory charges and impairment of
goodwill) are €35 million or 4% lower as
the Group continued to focus on efficiency
and strategic cost reduction while
maintaining transformational investment
in regulatory compliance, technology and
business growth.

increased by €26 million in H121 due to
changes to the timing and recognition of
levies and increases in certain levies
including the Single Resolution Fund (SRF).

T Comparative figures have been restated to reflect the impact of the voluntary change in the Group’s accounting policy which was implemented in 2020 for the presentation of interest
income and expense on certain financial instruments. The restatement has resulted in a reduction of €16 million in net interest income and an increase of €16 million in net other income

for H120. See note 36 for further information.

2 Formerly Corporate and Treasury, renamed Corporate and Markets.
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Summary consolidated income statement on an underlying basis (continued)

A further €149 million (H120: €109 million)
was invested in the  Group's
Transformation Investment programme in
H121. See page 10 for further information.

Net impairment losses on financial
instruments of €1 million for H121 is
€936 million lower than H120 and
incorporates a number of offsetting
impairment dynamics reflecting:

+ impairment model updates
incorporating the current
macroeconomic outlook (c.€9 million

net loss);

Net interest income

Net interest income of €1,080 million for
H121 is €17 million higher than H120,
primarily reflecting higher loan asset
spread driven by lower cost of funds partly
offset by the impact of the lower interest
rate environment on liquid asset yield and
the structural hedge.

The Group net interest margin (NIM) has
decreased to 1.90% in H121 from 2.02% in
H120. This reflects the Group's
participation in the European Central
Bank's (ECB's) targeted longer-term
refinancing operation (TLTRO lll) in March
2021 (c.10 basis points impact in H121),
growth of liquid asset volumes and lower
structural hedge income partially offset by
a positive impact from new lending
margins and strong commercial pricing.

The gross customer yield has decreased
by 15 basis points in H121, reflecting a
lower interest rate environment and lower
Retail Ireland volumes partly offset by the
benefit of higher corporate lending
volumes.

Deposit volumes with negative rates
applied to them have remained stable at

+ low levels of net loss emergence
associated with customer specific
credit events (net c.€nil million); and

+  movement in Group management
adjustment (c.€8 million net gain).

The Group's non-core charge decreased
by €94 million to €59 million for H121. The
decrease is attributable to a one off
impairment charge recognised on
internally generated software in H120 of
€136 million offset by an increase of €42
million in cost of restructuring in H121.

The taxation charge for H121 was €65
million, an effective statutory taxation rate
of 16% (H120: taxation credit of €97 million
and taxation rate of 12%). On an underlying
basis, the effective taxation rate for H121
was 13 % (H120: 12%). The effective tax rate
is influenced by changes in the
jurisdictional mix of profits and losses.

Table: 1 Restated’

6 months ended 6 months ended
Net interest income / 30 June 2021 30 June 2020 Change
net interest margin €m €m %
Net interest income 1,080 1,063 2%
Average interest earning assets (€bn)?
Loans and advances to customers 78 79 (1%)
Other interest earning assets 37 27 37%
Total average interest earning assets 115 106 8%
Net interest margin 1.90% 2.02%
Gross yield - customer lending? 3.04% 3.19%
Gross yield - liquid assets? (0.21%) 0.12%
Average cost of funds - interest bearing
liabilities and current accounts? (0.12%) (0.39%)

c.€8.5 billion at 30 June 2021 (€8.5 billion
at 31 December 2020) with the expansion
of customer deposits impacted by
negative rates offset by attrition.

Average interest earning assets for
H121 have increased by €9.0 billion
compared to H120, primarily due to

increased liquid assets arising from the
Group's participation in the ECB's TLTRO Il
in March 2021 and from higher Rol
customer deposits.

T Comparative figures have been restated to reflect the impact of the voluntary change in the Group’s accounting policy which was implemented in 2020 for the presentation of interest
income and expense on certain financial instruments. The restatement has resulted in a reduction of €16 million in net interest income and a 1 basis point increase to the gross yield on

customer lending. See note 36 for further information.

2 Average interest earning assets at 30 June 2021 includes €306 million (31 December 2020: €325 million) of interest bearing assets carried at fair value through profit or loss.
3 Gross yield and average cost of funds represent the interest income or expense on interest bearing items net of interest on derivatives in a hedge relationship with the relevant asset or
liability. See pages 138 and 137 respectively for further information.
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Summary consolidated income statement on an underlying basis (continued)

Net other income

Business income of €282 million in H121
has increased by €16 million or 6%.
Corporate and Markets' earned higher fee
income, supported by increased customer
activity. Wealth and Insurance business
income increased by 5% due to higher new
business income and improved
experience profits on the existing book.
Retail Ireland income reduced compared
to H120 due to lower card fee income.

Other valuation items are a gain of €34
million in H121, compared to a loss of
€109 million in H120. This largely reflects
positive unit-linked fund performance in
Wealth and Insurance, combined with
positive variance in derivative related
valuation adjustments.

Table: 2 Restated?
6 months ended 6 months ended

30 June 2021 30 June 2020 Change
Net other income €m €m %
Net other income 318 159 100%
Analysed as:
Business income
Retail Ireland 101 103 (2%)
Wealth and Insurance 105 100 5%
Retail UK 2) 2 n/m
Corporate and Markets' 83 67 24%
Group Centre and other (5) (6) 17%
Total business income 282 266 6%
Other gains / (losses)
Transfers from debt instruments at fair
value through other comprehensive
income reserve on asset disposal 1 3 (67%)
Net loss on disposal and revaluation
of investments - 2) 100%
Gain on disposal and revaluation of
investment properties 1 1 -
Total other gains 2 2 -
Other valuation items
Financial instrument valuation adjustments
(CVA, DVA, FVA)? and other 13 (19) n/m
Wealth and Insurance 21 (90) n/m
- Interest rate movements (1) (53) 98%
- Unit-linked investment variance 22 (37) n/m
Total other valuation items 34 (109) n/m

T Formerly Corporate and Treasury, renamed Corporate and Markets.

2 Comparative figures have been restated to reflect the impact of the voluntary change in the Group’s accounting policy which was implemented in 2020 for the presentation of interest
income and expense on certain financial instruments. The restatement has resulted in an increase of €16 million in net other income for H120. See note 36 for further information.

3 Credit Valuation Adjustment (CVA); Debit Valuation Adjustment (DVA); Funding Valuation Adjustment (FVA).
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Summary consolidated income statement on an underlying basis (continued)

Operating expenses

Operating expenses (before levies and
regulatory charges and impairment of
goodwill) are €35 million or 4% lower than
H120 as the Group continued to focus on
efficiency and strategic cost reduction
while  maintaining  transformational
investment in regulatory compliance,
technology and business growth.

Staff costs (excluding pension costs) of
€341 million are €20 million lower than
H120 reflecting lower average staff
numbers, 9,643 in H121 compared to
10,383 in H120.

At 30 June 2021, the number of staff (full
time equivalents) was 9,211 (H120: 10,341)
a reduction of 1,130 which s
predominantly due to employees who
exited the Group under the enhanced
voluntary redundancy scheme up to and
including 30 June 2021. This scheme has
led to a reduction in staff numbers of
1,019 or 10% since it commenced in
September 2020 and 579 or 6% since
December 2020

Depreciation and amortisation of €113
million for H121 is €18 million or 14%
lower than H120 resulting from legacy
technology investments reaching the end
of their useful lives.

Other costs including technology,
property, outsourced services and other
non-staff costs are €2 million or 1% higher
than H120.

Transformation Investment charge

A further €149 million (H120: €109 million)
was invested in  the  Group's
Transformation Investment programme in

Table: 3 6 months ended 6 months ended
30 June 2021 30 June 2020 Change

Operating expenses €m €m %
Staff costs (excluding pension costs) 341 361 (6%)
Pension costs 72 64 13%
- Retirement benefit costs (defined benefit

plans) 54 47 15%
- Retirement benefit costs (defined

contribution plans) 18 17 6%
Depreciation and amortisation 113 131 (14%)
Other costs 290 288 1%
Operating expenses (before
Transformation Investment, levies and
regulatory charges and impairment of
goodwill) 816 844 (3%)
Transformation Investment charge 21 28 (25%)
Operating expenses (before levies and
regulatory charge and impairment of
goodwill) 837 872 (4%)
Levies and regulatory charges 96 70 37%
Impairment of goodwill - 9 (100%)
Operating expenses 933 951 (2%)

H121, of which €54 million is capitalised
on the balance sheet (H120: €54 million),
€21 million charged to operating expenses
on the income statement (H120: €28
million) and €74 million recognised as
non-core costs on the income statement
(H120: €27 million).

Levies and regulatory charges

The Group has incurred levies and
regulatory charges of €96 million in H121
(H120: €70 million), the increase is due to
changes to the timing and recognition of
levies and increases in certain levies
including the SRF.

Impairment of goodwill

There was no impairment of goodwill in
H121 compared to H120 where the Group
recognised a write down of €9 million
against Marshall Leasing Limited, a
commercial leasing and fleet management
company in the UK.
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Summary consolidated income statement on an underlying basis (continued)

Net impairment losses on financial instruments

The Group recognised a net impairment
loss of €1 million for H121, which is €936
million lower than the loss of €937 million
in H120. Included in the impairment loss
is €12 million on loans and advances to
customers at amortised cost (H120: €888
million).

The net credit loss in H121 incorporates a

number of offsetting impairment

dynamics and reflects:

* impairment model updates
incorporating the current

macroeconomic outlook (c.€9 million

net loss includes other financial
instruments);
+ low levels of loss emergence

associated with customer specific
credit events (net c.€nil million); and

+ the application of a Group
management adjustment which at 30
June 2021 reflects the potential risk
that longer-term credit supports may
be required for customers affected by
COVID-19, offset by model updates
that remove the requirement for other
management adjustments applied at
December 2020 (c.€8 million net gain).

A H121 net impairment loss on the Retail
Ireland mortgage portfolio of €47 million
for H121, includes a net impairment loss
of €15 million on Stage 3 (i.e. credit
impaired) assets and is €30 million lower
than the loss of €77 million in H120.

A H121 net impairment loss on the Retail
UK mortgage portfolio of €14 million for
H121, includes a net impairment loss of
€13 million on Stage 3 assets and is €62
million lower than the loss of €76 million
in H120.

The loss of €61 million in the Residential
mortgages portfolio in H121 reflects the
change in the macroeconomic outlook,
observed resilience in the credit quality of
customers not directly impacted by
COVID-19, recognition of the potential risk
that longer term credit supports may be
required for customers impacted by
COVID-19, as well as other impairment
model parameter updates. Model updates
for residential mortgages in H121 included
a number of changes to the residential
mortgage Loss Given Default (LGD)
models resulting in a net increase in
impairment loss allowance of c.€185
million (c.€148 million in Retail Ireland and

Table: 4

6 months ended

6 months ended

Net impairment losses on 30 June 2021 30 June 2020 Change
financial instruments €m €m %
Net impairment losses on loans and

advances to customers at amortised cost

Residential mortgages 61) (153) (60%)
- Retail Ireland (47) (77) (39%)
- Retail UK (14) (76) (82%)
Non-property SME and corporate - (365) (100%)
- Republic of Ireland SME (18) (133) (86%)
- UK SME (1) (18) (94%)
- Corporate 19 (214) n/m
Property and construction 15 (246) n/m
- Investment 2 (235) n/m
- Development 13 (11) n/m
Consumer 34 (124) n/m

Total net impairment losses on loans and

advances to customers at amortised cost (12) (888) (99%)
Net impairment gains/ (losses) on other

financial instruments (excluding loans and

advances to customers at amortised cost)' 1 (49) n/m

Total net impairment losses on financial

instruments 1) (937) (100%)
Net impairment losses on loans and

advances to customers at amortised cost

(bps) (annualised) 3) (222)

c.€37 million in Retail UK), noting that the
€50 million Group management
adjustment for stage 3 residential
mortgages previously applied at 31
December 2020 is no longer considered to
be required. Details on the LGD model
updates are outlined on page 29 of the
Asset Quality section.

A H121 net €nil impairment on the non-
property small and medium enterprise
(SME) and corporate loan portfolio for
H121, includes a net impairment loss of
€12 million on Stage 3 and is €365 million
lower than H120. The reduced charge in
H121 reflects impairment reductions
recognised for the change in the
macroeconomic outlook, offset by a
limited amount of case specific loss
emergence primarily on defaulted cases in
the Corporate portfolio, and impairments
recognised for the potential risk that
longer term credit supports may be
required for SME customers in sectors
most directly impacted by COVID-19.

A H121 netimpairment gain of €15 million
on the property and construction loan
portfolio for H121 includes a net
impairment gain of €6 million on Stage 3
assets and is €261 million favourable to
the loss of €246 million in H120. The net
gain  primarily reflects impairment
reductions recognised arising from the
change in the macro-economic outlook,
partly offset by limited levels of case
specific loss emergence on defaulted
assets.

A H121 netimpairment gain of €34 million
on the Consumer loans portfolio (€10
million in Retail Ireland and €24 million in
Retail UK), includes a net impairment loss
on Stage 3 assets of €9 million and is €158
million favourable to the loss of €124
million in H120. The net gain reflects the
change in the macroeconomic outlook,
partly offset by limited levels of case
specific loss emergence on defaulted
assets.

1

For H121, net impairment gain on other financial instruments (excluding loans and advances to customers at amortised cost) included €16 million gain (H120: €46 million loss) on loan

commitments, €1 million gain (H120: €2 million loss) on guarantees and irrevocable letters of credit and €6 million loss (H120: €1 million loss) on other financial assets.

1
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Summary consolidated income statement on an underlying basis (continued)

Non-core items

Underlying performance excludes non-core
items which are those items that the Group
believes obscure the underlying performance
trends in the business. The Group has treated
the following items as non-core:

Cost of restructuring programme
During H121, the Group recognised a
restructuring charge of €69 million (H120:
€27 million), comprising of Transformation
Investment programme costs of €74
million (H120: €27 million) and a gain of €5
million in other restructuring charges
relating to the release of €3 million
provision and reversal of €2 million
impairment on property recognised in
previous periods (H120: nil).

Transformation Investment programme

costs of €74 million for H121 relate to:

+ implementation of the Group's Rol
property and branch strategy of €40
million (H120: €nil), of which €23
million relates to impairment of
property and related assets);

+ costs of €20 million (H120: £€nil)
relating to planning, scoping, and
implementation of the strategic review
of the Group's Northern Ireland and
UK operations;

+ reduction in employee numbers of
€10 million (H120: €10 million), in
respect of additional accepted
applications under the Group's
voluntary redundancy scheme;

* programme management costs of €4
million (H120: €16 million); and

+ other costs were €nil (H120: €1
million).

Gross-up for policyholder tax in the
Wealth and Insurance business

IFRS requires that the income statement
be grossed up for the total tax payable by
Wealth and Insurance, comprising both
policyholder and shareholder tax. The tax
gross-up relating to policyholder tax is
included in non-core items. In H121 €15
million income was recognised compared
to a €4 million charge in H120 due to
higher investment returns.

Investment return on Treasury shares
held for policyholders

Under International Financial Reporting
Standards (IFRS), the Group income
statement excludes the impact of the
change in value of Bank of Ireland Group
plc (‘BOIG plc’) shares held by Wealth and

Table: 5 6 months ended 6 months ended

30 June 2021 30 June 2020 Change
Non-core items €m €m %
Cost of restructuring programme (69) (27) n/m
- Transformation Investment costs (74) 27) n/m
- Other restructuring charges 5 - n/m
Gross-up for policyholder tax in the
Wealth and Insurance business 15 4) n/m
Investment return on Treasury shares
held for policyholders (6) 17 n/m
Customer redress charges (5) 7) (29%)
Portfolio divestments 5 (5) n/m
- Operating income 11 19 (42%)
- Operating expenses (6) (24) (75%)
Gain on disposal / liquidation of
business activities 1 9 (89%)
Impairment of internally generated
computer software - (136) (100%)
Total non-core items (59) (153) (61%)

Insurance for policyholders. In H121, there
was a loss of €6 million (H120: €17 million
gain).

The period on period movement reflects a
change in valuation during the period. At
30 June 2021, there were 3.6 million shares
(31 December 2020 5.1 million shares)
held for the benefit of policyholders.

Customer redress charges

The Group has set aside a further €4
million (H120: €7 million) provision to
cover the additional redress and
compensation costs for a small number of
additional customers, operational costs
associated with the length and nature of
the review and estimated costs of closing
out the Tracker Mortgage Examination
review. In addition, a further €1 million
was provided in respect of other customer
redress (H120: €nil).

Portfolio divestments

Where the Group has made a strategic
decision to exit an area of a business, the
related income and expenses are treated
as non-core. In H121, the Group
recognised a net gain of €5 million of
which €11 million represented operating
income and €6 million represented
operating expenses of the underlying
businesses (H120: €5 million net loss of
which €19 million was operating income
and €24 million was operating expenses).

The income and costs associated with the
following portfolios are recognised as non-
corein H121:

+ sale of UK Post Office ATM business
which is due to commence in 2021 and
is expected to be completed by early
2022;

+ residual income and costs relating to
the UK credit card portfolio which was
sold in 2019 and migrated to the
purchaser in October 2020; and

* Irish non-branch ATM business which
has been held for sale since 2020.

Gain on disposal /
business activities
The Group recognised €1 million gain in
H121 relating to the recycling of
cumulative unrealised FX gains and losses
through the income statement following
the liquidation of foreign denominated
subsidiaries (H120: €6 million). These
gains were previously held in the FX
reserve. In H120, the Group recognised a
net gain of €3 million on the release of a
provision related to the sale of the UK
credit card portfolio.

liquidation of

Impairment of internally generated
computer software

There was no impairment recognised on
internally generated computer software in
H121. (H120: €136 million as set out on
page 53 of the Group's Annual Report for
the year ended 31 December 2020).



Summary consolidated balance sheet

In H121, the Group's loans and advances
to customers (after impairment loss
allowances) of €77.2 billion are €0.6
billion higher than 31 December 2020. On
a constant currency basis and excluding
planned UK deleveraging (H121: €1.0
billion) and the successful NPE transaction
(H121: €0.3 billion), the loan book grew by
€0.3 billion in H121.

The Group's portfolio of liquid assets at
30 June 2021 of €45.5 billion has increased
by €14.8 billion since 31 December 2020
primarily due to increased cash and
balances at central banks, arising from
TLTRO Il borrowings of €10.8 billion and
an increase in customer deposits.

The Group's asset quality is broadly in
line with 31 December 2020. Although
COVID-19 restrictions remained in place
longer than expected, there was limited
evidence to date of adverse impacts on
NPEs. NPEs reduced by €0.1 billion to €4.4
billion, this represented 5.5% of gross
loans at 30 June 2021. In June 2021, the
Group completed the securitisation of a
pool of €0.3 billion non-performing
residential mortgages, with an associated
€11 million impairment gain. For further
information see note 18.

At 30 June 2021, overall Group customer
deposit volumes of €90.6 billion are €2.0
billion higher than at 31 December 2020
due to growth in Retail Ireland of €3.4
billion driven by higher household and
SME volumes, offset by a decrease in Retail
UK and Corporate and Markets®volumes.

Wholesale funding balances of €20.4
billion are €11.6 billion higher than 31
December 2020 primarily due to TLTRO IlI
borrowings of €10.8 billion, increased
Bank of England (BoE) Term Funding
Scheme with additional incentives for
SMEs (TFSME) borrowings of €1.0 billion,
senior debt issued €0.8 billion, partially
offset by an ACS maturity of €0.8 billion.
Total Monetary Authority borrowings at 30
June 2021 are €13.8 billion (31 December
2020: €1.9 billion).
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30June 31 December
2021 2020

Summary consolidated balance sheet Table €bn €bn
Assets (after impairment loss allowances)
Loans and advances to customers’ 6 77 77
Liquid assets 7 46 31
Wealth and Insurance assets 22 20
Other assets 8 5 6
Total assets 150 134
Liabilities
Customer deposits 9 91 89
Wealth and Insurance liabilities 22 20
Wholesale funding 10 20 9
Other liabilities 8 5 5
Subordinated liabilities 2 1
Total liabilities 140 124
Shareholders' equity 9 9
Other equity instruments - Additional tier 1 1 1
Total liabilities and shareholders' equity 150 134
Liquidity Coverage Ratio? 177% 153%
Net Stable Funding Ratio® 138% 138%
Loan to Deposit Ratio 85% 86%
Gross new lending volumes (€bn) 7.2 14.1
Average interest earning assets (€bn) 115 106
Return on Tangible Equity* (%) 9.1% (4.9%)
Return on Tangible Equity* (adjusted) (%) 8.6% (4.4%)
Common equity tier 1 ratio - fully loaded 14.1% 13.4%
Common equity tier 1 ratio - regulatory 15.3% 14.9%
Total capital ratio - regulatory 20.5% 19.2%

The net pension position is a surplus of
€0.2 billion at 30 June 2021 (31 December
2020: €0.1 billion deficit) driven by a
decrease in liabilities due to positive
assumption changes in H121.

The Group's fully loaded common equity
tier 1 (CET1) ratio increased by c.70 basis
points during H121 to 14.1% and the
regulatory CET1 ratio (net of CRD phasing)
increased by c.40 basis points over the
period to 15.3%. The fully loaded ratio
increase of ¢.70 basis points is primarily
due to organic capital generation (c.90
basis points), disposal of a Rol Mortgage

NPE portfolio (c.15 basis points) and other
net movements, including in the Group's
defined benefit pension schemes (c.20
basis points) offset by risk weighted assets
(RWA) growth (c.-25 basis points) and
investment in the Group’s transformation
programmes (c.-30 basis points). For
further information on capital see Capital
Management on pages 33 to 36.

Further information on measures referred
to in the OFR, including gross new lending,
NPEs, wholesale funding and organic
capital is found in Alternative performance
measures on pages 137 to 144.

" Includes €0.4 billion of loans and advances to customers at 30 June 2021 (31 December 2020: €0.4 billion) that are measured at fair value through profit or loss and are not subject to

impairment under IFRS 9.

2 The Group’s Liquidity Coverage Ratio (LCR) is calculated based on the Commission Delegated Regulation (EU) 2015/61 which came into force on 1 October 2015.

3 The Group’s Net Stable Funding Ratio (NSFR) for 30 June 2021 is prepared on a regulatory group basis, in accordance with the EU Capital Requirement Regulations and Directive , as
amended, which require the maintenance of a NSFR ratio greater than or equal to 100%, effective June 2021. Comparative NSFR, for 31 December 2020 is calculated based on the Group’s
interpretation of the Basel Committee on Banking Supervision October 2014 document. For further information, see the Group’s Pillar 3 disclosures (tab 1.3), available on the Group’s

website.

4 For basis of calculation of Return on Tangible Equity (ROTE), see page 141.
5 Formerly Corporate and Treasury, renamed Corporate and Markets.
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Summary consolidated balance sheet (continued)

Loans and advances to customers

Table: 6 30 June 2021 31 December 2020
Loans and advances to customers - Composition’ €m % €m %
Residential mortgages 44,475 56% 44,742 57%
- Retail Ireland 22,351 28% 22,942 29%
- Retail UK 22,124 28% 21,800 28%
Non-property SME and corporate 20,338 26% 19,858 25%
- Republic of Ireland SME 6,977 9% 7,073 9%
- UK SME 1,827 2% 1,790 2%
- Corporate 11,534 15% 10,995 14%
Property and construction 8,947 11% 8,591 11%
- Investment 7,864 10% 7,633 10%
- Development 1,083 1% 958 1%
Consumer 5,227 7% 5,271 7%
Total loans and advances to customers at amortised cost 78,987 100% 78,462 100%
Less impairment loss allowance on loans and advances to customers at amortised cost (2,131) (2,242)

Net loans and advances to customers at amortised cost 76,856 76,220

Loans and advances to customers at fair value through profit or loss 360 361

Total loans and advances to customers 77,216 76,581
Credit-impaired loans 4,339 4,465

NPEs 4,387 4,503

NPE ratio? 5.5% 5.7%

The Group's loans and advances to

customers (after impairment loss Loan book increase of €0.6bn

a”OWances) of €77.2 billion are €0.6 Group loan book movement

billion higher than 31 December 2020. On

a constant currency basis and excluding

planned UK deleveraging (H121: €1.0 7200 (€2.950)

billion) and the successful NPE transaction

(H121: €0.3 billion), the loan book grew by €1.6bn

€0.3 billion in H121. (€0.3) _

In H121, the Group completed a m

transaction whereby it derecognised €0.3 Dec 2020 New lending Redemptions NPE FX/ Other June 2021

billion of loans and advances to customers
(after impairment loss allowance). The
Group entered into a securitisation
arrangement for a portfolio of residential
mortgage NPEs through an
unconsolidated special purpose vehicle
Mulcair Securities No.2 Designated Activity
Company (DAC), 'Mulcair 2'. See note 18
for further information.

Gross new lending performance of €6.5
billion (excluding €0.7 billion of Corporate

Transaction

Revolving Credit Facilities), is €0.7 billion or
12% higher than H120 demonstrating
solid recovery in new lending across
divisions.

Redemptions and repayments of €7.9
billion is €1.0 billion or 14% higher than
H120, primarily due to planned
deleveraging strategy in the UK.

The Group's IFRS 9 staging profile continues
to reflect the impact of COVID-19 on the
credit risk in the loan book. The application
of updated FLI, individually assessed risk
ratings and re-assessment for post-model
adjustments resulted in a net €2.0 billion
increase in stage 2 loans in the period (i.e.
assets identified as having experience a
significant increase in credit risk).

" Includes €0.4 billion of loans and advances to customers at 30 June 2021 (31 December 2020: €0.4 billion) that are measured at fair value through profit or loss and not subject to

impairment under IFRS 9.
2 For basis of calculation of NPE ratio, see page 140.
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Loans and advances to customers (continued)

During H121, the stock of impairment loss
allowances decreased by €0.1 billion to
€2.1 billion primarily due to impairment
loss allowance utilisation of €0.2 billion,
partly offset by the netimpairment charge
on loans and advances to customers of
€12 million.

Group NPEs decreased by €0.1 billion or
2% to €4.4 billion at June 2021 and
represent 5.5% of gross loans to
customers. The NPE securitisation of €0.3
billion had an associated €11 million
impairment gain in H121. The decrease
was partly offset by the emergence of new

Liquid assets (ofter impairment loss allowance)

The Group's portfolio of liquid assets at 30
June 2021 of €45.5 billion has increased by
€14.8 billion since 31 December 2020
primarily due to increased cash and
balances at central banks which arises
from TLTRO Il borrowings of €10.8 billion,
higher customer deposit balances,
additional Bank of England TFSME
drawings and planned UK deleveraging.
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defaults for case specific reasons primarily
in the Corporate portfolio.

Further detail on NPEs and impairment
loss allowances are provided in the Asset
Quiality section (pages 29 to 32).

Other assets and other liabilities

Fair value movements of derivative assets
and derivative liabilities are impacted by
changes in equity markets, interest rates,
FX and maturity of transactions during
H121.

The net pension position is a surplus of
€0.2 billion at 30 June 2021 (31 December
2020: €0.1 billion deficit) driven by a
decrease in liabilities due to positive
assumption changes in H121.

Table: 7 30June 31 December
2021 2020

Liquid assets (after impairment loss allowance) €bn €bn
Cash at banks 3 2
Cash and balances at central banks 25 11
- Central Bank of Ireland 22 8
- Bank of England 3 3
Government bonds 13 12
- Financial assets at FVYOC/ 7 6
- Debt securities at amortised cost 6 6
Covered bonds 3 4
Senior bank bonds and other 2 2
46 31

Table: 8 30June 31 December
2021 2020

Other assets and other liabilities €bn €bn
Other assets 5.2 5.8
- Derivative financial instruments 1.6 2.2
- Deferred tax asset 1.1 1.2
- Pension surplus (net) 0.2 -
- Other assets 2.3 2.4
Other liabilities 5.2 5.2
- Derivative financial instruments 2.1 2.3
- Notes in circulation 1.1 1.1
- Lease liabilities 0.5 0.5
- Pension deficit (net) - 0.1

- Other liabilities

1.5 1.2
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Summary consolidated balance sheet (continued)

Customer deposits

At 30 June 2021, Group customer deposits
(including current accounts with credit

Table: 9 30 June 31 December
balances) increased by €2.0 billion to €90.6 2021 2020
billion since 31 December 2020. Deposit ~ Customer deposits €bn €bn
growth in Retail Ireland of €3.4 billion was
driven by higher household and SME  Retail Ireland 62 59
volumes, whilst deposits in Corporate and - Current account credit balances 38 36
Markets' decreased by €0.8 billion. - Deposits 24 2