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Overview

- We expect the risk-adjusted profitability of AIB Group and Bank of Ireland (BOI) Group to remain
solid despite the declining interest rates.

- We expect the banks' sound risk management, together with their stronger and more efficient
franchises thanks to advancing digital capabilities, could help close the gap with higher rated
peers.

- We therefore revised to positive from stable our outlooks on the holding and operating
companies of the AIB and BOI groups and affirmed our ratings.

DUBLIN (S&P Global Ratings) Nov. 25, 2024--S&P Global said today that it took the following
rating actions:

- We revised to positive from stable our outlook on holding company AIB Group PLC and on the
operating company, Allied Irish Banks PLC. At the same time, we affirmed our 'BBB/A-2' long-
and short-term issuer credit ratings (ICRs) on AIB Group PLC, and our 'A/A-1' ratings on Allied
Irish Banks PLC (together AIB). We also affirmed our 'A+/A-1' long- and short-term resolution
counterparty ratings (RCRs) on Allied Irish Banks PLC. We affirmed our issue ratings on all of
AIB's subordinated and hybrid instruments, including its senior non-preferred debt and the
legacy subordinated notes issued out of Allied Irish Banks PLC.

- We revised to positive from stable our outlook on holding company Bank of Ireland Group PLC
and on the operating company Bank of Ireland. At the same time, we affirmed our 'BBB/A-2'
long- and short-term ICRs on Bank of Ireland PLC, and our 'A/A-1' ratings on Bank of Ireland
(together BOI). We also affirmed our 'A+/A-1' long- and short-term RCRs on Bank of Ireland. We
affirmed our issue ratings on all of BOI's subordinated and hybrid instruments, including its
senior non-preferred debt.

The positive outlook reflects our view that after recording strong profitability over the past
quarters, AIB and BOI should continue to post solid risk-adjusted returns over the next couple
of years, despite declining interest rates. We estimate that the banks' return-on-S&P Global
Ratings-adjusted risk-weighted assets will range between 1.8% and 2.0% at year-end 2026,
above the historical level of 1.0%-1.2% over the past 10 years. These expected returns approach
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the average posted by better rated peers and reflect our view that AIB's and BOI's earnings profiles
will become more resilient. This will provide the two banks with buffers to absorb risks and
potential losses that could arise from their geographic and business concentration.

We also anticipate that sound risk management, together with stronger and more efficient
franchises thanks to improving digital capabilities, could help close the gap with higher rated
peers. We expect the two banks will continue to leverage on their dominant positions in the
consolidated domestic market, as we expect the competitive environment to remain supportive. At
the same time, we expect the banks will further advance their digital capabilities and propositions,
ramp up efforts to contain costs, and focus on customer service and cross-selling activities.
Furthermore, AIB's and BOI's diversification into insurance and wealth management business
should support the banks' earnings capacity amid decreasing interest rates. In expanding their
businesses--particularly into the domestic mortgage market, with growth of 4%-5% per year--we
anticipate banks will maintain their sound risk management practices and balanced risk appetite.

We expect AIB and BOI to maintain good asset quality and to manage other risks. We forecast
cost of risk to stay within the through-the-cycle level of 20-30 basis points over the next two years.
This is because we expect that mortgage performance will remain healthy thanks to robust
underwriting standards driven by macroprudential rules, and low average loan-to-value (LTV)
ratios (49% for AIB and 53% for BOI, weighted-average LTV on the stock as of mid-2024; 71% for
AIB and 76% for BOI on new mortgages in Ireland).

While the relatively low-risk domestic residential mortgages will remain the major driver for
growth, we also expect these banks to expand into the small and midsize enterprise, corporate,
and niche market segments. Specifically, AIB plans to expand in the field of renewable energy,
both domestically and abroad. In this regard, we expect the banks to remain anchored to their
solid lending and underwriting standards.

We anticipate the economic outlook for Ireland will remain supportive, characterized by domestic
economic growth above the eurozone average, still-high employment, and falling inflation,
benefiting households' disposable income.

We note that AIB and BOI have strengthened their compliance capabilities and framework over the
past years, such that they should be able to address risks that could come from the complexities
of a more digitalized and diversified business model. We expect that both groups will continue to
prioritize further improvements in business policies and internal controls, as well as data
management and cyber risk management.

Capitalization will remain strong over the next two years. We anticipate that Irish banks'
capitalization will remain a rating strength by a comfortable margin. We forecast risk-adjusted
capital ratios to remain flattish at about 14.0% in 2026 for AIB and about 13% for BOI, as potential
large distributions (subject to banks and regulator's discretion) will offset solid earnings.

Outlooks

AIB Group PLC (holding company) and Allied Irish Banks (operating company)

Primary analyst: Anastasia Turdyeva
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The positive outlook on AIB Group PLC and its operating company, Allied Irish Banks, factors in our
expectation that the group's risk-adjusted profitability will remain solid, despite declining interest
rates, while AIB implements its strategy, and expands and diversifies its businesses.

Upside scenario: We could raise our ratings on the group in the next two years if in our view AIB
closes gaps with higher rated peers. AIB could achieve this if it continues to deliver on all aspects
of its strategy; remains committed to sound risk management on all risk types, including emerging
ones; and at the same time, maintains solid profitability metrics while attaining a stronger
franchise and more efficient operations from advancing digital capabilities.

Downside scenario: We could revise the outlook to stable if we observe a set-back in the group's
profitability or if we anticipate that risks will remain relevant.

AIB Group PLC --Ratings Score Snapshot

To From

AIB Group PLC - Issuer credit rating BBB/Positive/A-2 BBB/Stable/A-2

Allied Irish Banks - Issure credit rating A/Positive/A-1 A/Stable/A-1

SACP bbb+ bbb+

Anchor bbb+ bbb+

Business position Adequate (0) Adequate (0)

Capital and earnings Strong (+1) Strong (+1)

Risk position Moderate (-1) Moderate (-1)

Funding Adequate (0) Adequate (0)

Liquidity Adequate (0) Adequate (0)

Comparable ratings analysis 0 0

Support +2 +2

ALAC support +2 +2

GRE support 0 0

Group support 0 0

Sovereign support 0 0

Additional factors 0 0

SACP--Stand-alone credit profile. ALAC--Additional loss-absorbing capacity. GRE--Government-related entity.

Bank of Ireland Group PLC (holding company) and Bank of Ireland (operating
company)

Primary – Letizia Conversano

The positive outlook on Bank of Ireland Group PLC and its operating company, Bank of Ireland,
reflects our expectation that the group's risk-adjusted profitability will remain solid, despite
declining rates, while BOI expands and diversifies its businesses.
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Upside scenario: We could raise our ratings on the group in the next two years if, in our view, BOI
closes the gaps with higher rated peers. BOI could achieve this if it continues to deliver on all
aspects of its strategy; remains committed to sound risk management on all risk types, including
emerging ones; and, at the same time, maintains solid profitability metrics while attaining a
stronger franchise and more efficient operations from advancing digital capabilities.

Downside scenario: We could revise the outlook to stable if we observe a set-back in the group's
profitability or if we anticipate that risks will remain relevant.

Bank of Ireland Group PLC --Ratings Score Snapshot

To From

Bank of Ireland Group PLC - Issuer credit rating BBB/Positive/A-2 BBB/Stable/A-2

Bank of Ireland - Issure credit rating A/Positive/A-1 A/Stable/A-1

SACP bbb+ bbb+

Anchor bbb+ bbb+

Business position Adequate (0) Adequate (0)

Capital and earnings Strong (+1) Strong (+1)

Risk position Moderate (-1) Moderate (-1)

Funding Adequate (0) Adequate (0)

Liquidity Adequate (0) Adequate (0)

Comparable ratings analysis 0 0

Support +2 +2

ALAC support +2 +2

GRE support 0 0

Group support 0 0

Sovereign support 0 0

Additional factors 0 0

SACP--Stand-alone credit profile. ALAC--Additional loss-absorbing capacity. GRE--Government-related entity.

Related Criteria

- Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, April
30, 2024

- General Criteria: Hybrid Capital: Methodology And Assumptions, March 2, 2022

- Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment
Methodology And Assumptions, Dec. 9, 2021

- Criteria | Financial Institutions | General: Financial Institutions Rating Methodology, Dec. 9,
2021

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- General Criteria: Group Rating Methodology, July 1, 2019

www.spglobal.com/ratingsdirect November 25, 2024       4

Outlook On Irish Banks AIB And BOI Revised To Positive On Better Risk-Adjusted Profitability; Ratings Affirmed



- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

- Republic Of Ireland Outlook Revised To Positive On Extraordinary Fiscal Overperformance;
'AA/A-1+' Ratings Affirmed, Nov. 15, 2024

- Industry Risk Trend for BICRA On Ireland Revised To Positive On Stronger Profitability, July 23,
2024

- AIB Group PLC (Holding Company); Allied Irish Banks (Lead Bank), July 11, 2024

- Update: Bank of Ireland Group PLC (Holdco), Bank of Ireland (Lead Bank), Dec. 20, 2023

Ratings List

* * * * * * * * * * * * * * * AIB Group PLC * * * * * * * * * * * * * * *

Ratings Affirmed

Allied Irish Banks PLC

Resolution Counterparty Rating A+/--/A-1

Ratings Affirmed; Outlook Action

To From

AIB Group PLC

Issuer Credit Rating BBB/Positive/A-2 BBB/Stable/A-2

Allied Irish Banks PLC

Issuer Credit Rating A/Positive/A-1 A/Stable/A-1

* * * * * * * * * * * * Bank of Ireland Group PLC * * * * * * * * * * * *

Ratings Affirmed

Bank of Ireland

Resolution Counterparty Rating A+/--/A-1

Ratings Affirmed; Outlook Action

To From

Bank of Ireland Group PLC

Issuer Credit Rating BBB/Positive/A-2 BBB/Stable/A-2

Bank of Ireland

Issuer Credit Rating A/Positive/A-1 A/Stable/A-1

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.spglobal.com/ratings for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/504352. Complete ratings
information is available to RatingsDirect subscribers at www.capitaliq.com. All ratings affected by this rating action
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can be found on S&P Global Ratings' public website at www.spglobal.com/ratings. Alternatively, call S&P Global
Ratings' Global Client Support line (44) 20-7176-7176.
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