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Deficit targets exceeded and excessive deficit corrected

Sovereign debt/GDP moved from 120.1% to 93.8% YE 2015 and expected to
reduce to less than 70% over the forecast horizon

GDP growth forecast to be close to 5% in 2016 T the highest in the EU, this
follows growth of 7.8% in 2015

Irish sovereign Long Term Yields (i.e. 10 year bonds) remain below 1% with
weighted average maturity of 13 years

Balanced Growth with both export & domestic sectors performing well

Banking Sector profitable and well capitalised with State continuing to
actively manage investments

Continuing improvement in Exchequer position i reflecting increased tax
revenues and expenditure management

Unemployment rate continues to fall (at 8.4% in April 2016)

All indicators positive but challenges remain for a small
open economy given external headwinds.
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Underlying deficit of 1.3% of
GDP recorded for 2015
ensuring timely correction of
excessive deficit.
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Debt-to-GDP peaked in 2012 at A
120% and forecast to reach
almost 88% by end 2016.
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Stability Programme Update April 2016

Macroeconomic forecasts for Irelang April 2016

Yearon-Year % chang 2015*

Real GDP
Nominal GDP
Real GNP

Personal Consumptic

Government
Consumption
Investment
Exports
Imports

HICP
GDP Deflator

* 2015 areoutturn figures

7.8
13.5
5.7

3.5

-0.8

28.2
13.8
16.4

0.0
5.3

2016

4.9
7.6
4.1

3.9

1.5

13.5
8.0
9.0

0.4
2.6

2017

3.9
5.2
3.7

2.7

1.6

7.0
5.5
5.8

1.7
1.2

2018 2019
3.9 3.3
5.3 4.6
3.7 2.8
2.4 2.0
1.3 1.0
4.8 4.7
5.1 4.5
4.6 4.3
1.9 1.9
1.3 1.3

2020 2021
3.1 2.9
4.4 4.2
2.6 2.4
1.8 1.6
1.0 1.0
3.9 3.8
4.3 4.2
4.0 4.0
1.9 1.9
1.3 1.3
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Modest trading partner growth

B US GDRdft) m UK GDPigft) EA GDRdft) — Composite PMIright)
12 US 60 1.2 60 1.2 60
) . UK .
Los 55 0.8 55 0.8 55
C
0.4 50 0.4 50 0.4 50§
go.z . I 0.2 I I 0.2
S 0 um 45 0 45 O 45
-0.2 l 0.2 -0.2
-04 40 04 40 -0.4 40
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q1 Q2Q3Q4 0102030401

Key Points

A Modest economic growth in Euro area, US and UK in 2015.
A Slowdown in emerging market economies.
A Main trading partners account for approximately 2/3 of Irish exports
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Key points

A Employment levels
have increased by 8
per cent since low-
point in mid-2012
(+142,000 jobs)

A Unemployment rate
of 8.4 per cent
recorded in April
2016

A Unemployment rate
fell by over 6 pp
since the peak in
early 2012
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Strong retall sales recovery

Key points
) Retail Trade
A Personal consumption to 149%
make another positive . ,
contribution to growth in 2016. . I\ -
% s \
A Strong start to 2016 from retail . \ j i '
! \
\

sales, up 5.2% in March y-o-y.

6%

y-0-y % change

A Consumer sentiment remains
broadly positive after sharp
improvement in recent years.
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A With the correction of the excessive deficit in 2015, Budget 2016 was the
first framed under the preventive arm of the Stability and Growth Pact.

A The new fiscal anchor is the achievement of a structural deficit of 0.5 per
cent of GDP.

A On-track to achieve this by 2018, based on current trajectory and
assumptions within the Stability Programme Update (SPU) on the basis of
a no-policy change.

A Reduction of debt ratio to less than 60% of GDP.

A Under new fiscal regime, increases in public expenditure will be derived
with reference to potential growth rate of economy, independent of tax
performance.

A This means that future government expenditure will be decoupled from
cyclical or windfall tax revenues.
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Excessive deficit corrected in 2015

Key pOIﬂtS Underlying general government deficit

4.0%
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A Underlying deficit reduced o
to 1.3% of GDP in 2015. 2.0% e I I

4 . e, s 0.0%

A Deficit is forecast to 0.4%
reduce to 1.1% of GDP in 2.0% 1,305 1:1%
2016.

-4.0%
; . i -3.8%
A Primary surplus of 11.8
L . . -6.0% 5 7%
billion achieved in 2015.
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End April tax receipts in line with expectations

Tax revenue to end\pril 2016

Key points

A Tax receipts of (114,035 million o .
to end-April, up 01,171 million
(9.1%) year-on-year and 4475 " "o
million (3.5%) above

eXpeCtatIOI’]S Excise Duties-
A All main tax heads show year- AT _

on-year growth

A VAT is 3.8% below profile while eeme T_

income tax remains on profile o 10 a0 a0 40 so  so o
€ billion
A Tax forecast for 2016 remains at = Profile mOutturn

047,225 million
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Debt ratio on downward trajectory

Key points
A Debt peaked in 2012.

A Stock flow adjustments
helped the significant
decline in the debt ratio in
2014.

A Decline in debt ratio
expected to continue over
the forecast horizon.

A Net debt at end 2015 was
79.8% of GDP.
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SPU 2016 fiscal forecasts

_ 2015 | 2016f | 2017f | 2018f | 2019f | 2020f | 2021f

Underlying General
governmentbalance 1.3  -1.1 0.4 0.4 1.2 2.0 2.8
(% of GDP)

Generagovernment
primarybalance (% of GDF

Debtto-GDPratio 93.8 882 855 813 77/ 733 689

0.8 1.6 2.1 2.8 3.4 4.1 4.7
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Structural deficit improvement

% of GDP
A I N [N
o o o o

o
o

2015 2016 2017 2018 2019 2020 2021

mmmmm Structural balance

mmmmm Cyclical component (% potential GDP)
mmmmm Temporary measures

------ General government balance as % GDP

Source: Department of Finance estimates Stability Programme Update April 2015.
Structural Balance = GGB i cyclical component - temporary measures

Key points

A Average annual structural
improvement of 0.8 per annum

until MTO is achieved

A Running balanced budget in
structural terms (i.e. reaching
MTO of -0.5% of GDP) by

2018.
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5 )

s National Asset I Ay I B RC

AIB IBr?)?z;(rﬁ]r permanent tSb Management Agency —_— : Total
Ownership 99.8% 14% 75% 49% 100% N/a
Valuation €13.3br? €1.2bn €0.9bn SUEES @A Surplus expected €17bn +

upper-end forecast
0.9% €2.1bn ca§h held

% of 2015 GDP 6.3% 0.6% 0.4% ‘ for creditors 8.1%
PBTFY15 €1,914m €725m -€431n? €571mt €2,002m
PBT FY14 €1,111m €920m -€48m €458m N/A €2,441m
NIM FY15 1.97% 2.19% 1.12% N/A N/A N/A
NIM FY14 1.69% 2.11% 0.90%
Loan BookY15 €63bn €85bn €26bn €10brt €184bn
Loan BookY14 €63bn €82bn €32bn €13bn €190bn
NPL$Y15 €13.1bn €10.6bn €6.1bn N/A Nealigible N/A
NPLs FY14 €22.2bn €14.3bn €8.3bn 9'g
Provisions of NPLs FY15 €6.9bn (53%) €5.9bn (56%) €2.5bn (49%) N/A N/A
Provisions of NPLs FY14 €12.4bn (56%) €7.4bn (52%) €2.7bn (33%)
Fully Loaded Basel Ill CET1 13.0% 11.3% 15% N/A N/A N/A

2015

1. State also ownsl.6bn of Contingent Capital Notes (CENs

2. Equity valuation 0€11.7 as at time of December 2015 Preference Shareersion and does not adjust for market movements since; includgd &f ©la6bnvalued atpar. December
2015 Preference Share redemptiproceeds shown idisposals on nexlide.

3. PTSB loss kD15arises from deleveraging400m) and loss of repurchase of CChE2m).

4. 2015 Q3 figureg 2015 Annual Report and Accounts available late May 2016 .
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