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* On Feb. 2, 2011, we lowered our ratings on the Republic of Ireland to
"A-/A-2" from'A A-1'. The ratings renmain on CreditWtch negati ve.

e As a result of our view of the weaker econonic outl ook, reduced prospects
for bank earnings, and the funding difficulties of the donestic banks, we
are revising downward our Banking | ndustry Country Ri sk Assessnent
(BICRA) on Ireland to Group 6 from G oup 4.

e In our opinion, both the ability and willingness of the Irish governnent
to provide extraordinary support to the four rated donestically owned
Irish banks has weakened and we observe that these banks renmin highly
reliant on central bank funding sources and have been unable to source
term fundi ng, even when governnent-guaranteed, for sone nonths.

W are therefore lowering the ratings on Allied Irish Banks PLC (Al B),
Angl o Irish Bank Corp. Ltd (Anglo), Bank of Ireland (BO), and Irish Life
& Permanent PLC (I L&P).

 The ratings on the four donestically owned banks remain on CreditWtch
with negative inplications, indicating potential further rating actions
in the event that we | ower the sovereign ratings further. This al so
reflects our view that the potential extraordinary support that we factor
into the counterparty credit ratings may dimnish further.

* As a result of our downgrade of the Irish sovereign ratings we have also
reviewed the ratings on the forei gn-owned donestically active banks.

* W are lowering the ratings on KBC Bank Ireland PLC (KBCl), U ster Bank
Ireland Ltd. (UBIL), and its U K parent Uster Bank Ltd. (UBL) by one
not ch.

www.standardandpoors.com/ratingsdirect 1

846093 | 300001899



Negative Rating Actions Taken On Irish Banks After Sovereign Downgrade And BICRA Revision; Ratings Still On
Watch Neg

LONDON ( Standard & Poor's) Feb. 2, 2011--Standard & Poor's Ratings Services
said today that it has taken various rating actions on six Irish banks. This
follows a review of our Banking Industry Country Ri sk Assessnent (BICRA) on

Ireland, which we have revi sed downward to Group 6 from G oup 4, a review of

t he extraordi nary support that we factor into the ratings on the banks from

the Republic of Ireland (A-/Watch Neg/ A-2), and our expectations for their own

stand-al one credit profiles (SACP).

e W have lowered the counterparty credit ratings on Anglo Irish Bank Corp.
(Anglo) to 'B-/C from'B/B . The ratings remain on CreditWatch with
negative inplications.

e W have lowered the counterparty credit ratings on Allied Irish Banks PLC
(AIB) to 'BB/B from'BBB/A-2'. W have also |lowered our ratings on AIB's
whol Iy owned U. K. subsidiary, AIB Goup (UK PLCto 'BB-/B from
"BBB-/A-3'. The ratings remain on CreditWatch with negative inplications.
We now factor two notches of support (rather than four previously) into
the counterparty credit ratings on AlB above its revised 'b+ SACP.

* W have lowered the counterparty credit ratings on Bank of Ireland (BA)
to 'BB+/ B from'BBB+/A-2'. The ratings remain on CreditWatch with
negative inplications. W now factor two notches of support (rather than
four previously) into the counterparty credit ratings on BO above its
revised 'bb-' SACP.

* W have lowered the counterparty credit ratings on Irish Life & Permanent
PLC (IL&P) to 'BBB-/A-3'" from'BBB/A-2'. The ratings renmain on
CreditWatch with negative inplications. In addition, we have | owered
I L&' s |l ower Tier 2 subordinated debt rating by two notches to 'B" from
"BB-'. W have | owered our view of the SACP of |L&P s banki ng operations
to "bb-' from'bb', but maintain two notches of support above the revised
"bb" SACP of IL&P (which in turn incorporates a one-notch uplift for our
view of the better financial strength of its |ife operations).

« W have lowered the long-termcounterparty credit ratings on U ster Bank
Ltd. (UBL) and core Irish subsidiary, Uster Bank Ireland Ltd. (UBIL), to
"A-/A-2" from'A A-1'. The ratings remain on CreditWatch with negative
inmplications. In addition, we have |owered UBL's SACP by one notch to
"bb+' from ' bbb-".

« W have lowered the long-termcounterparty credit rating on KBC Bank
Ireland PLC (KBCl) by one notch to 'BBB+ from'A-' and affirmed the
short-termcounterparty credit rating at 'A-2'. The ratings remain on
CreditWatch with negative inplications. In addition, we have | owered
KBCl's SACP by one notch to 'bbb-' from' bbb'.

DOVESTI CALLY OMNED BANKS

The rating actions prinarily reflect our reassessnent of Ireland s BICRA and
a review of the nunmber of notches of extraordinary support that we factor into
the rated donestically owned Irish banks.

The revi sion downwards of the BICRA reflects our revised view of banking

i ndustry and country risk in Ireland (see "S& Conmments On Irish Bl CRA

Revi sion To Goup 6 From Group 4 On Hei ghtened Econonic And Industry Risks,"
publ i shed today on RatingsDirect). This revision was an inportant factor in

t he one-notch downgrade of the Irish sovereign ratings. The ratings on Ireland
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remain on Credit\Watch negative as we believe that uncertainties renmin
regarding the size of additional capital needs for Ireland' s largely

state-owned financial sector (see "Ireland Ratings Lowered One Notch To

"A-/A-2'; Still On Watch Neg Due To Ireland's Uncertainty About Capital Needs,"
publ i shed today).

In addition to potential negative inplications froma further sovereign
downgr ade, the donestically owned bank ratings renmain on CreditWatch with
negative inplications, indicating our view that the potential extraordinary
support that we factor into the counterparty credit ratings on the banks my
di mi ni sh further.

In our view, liquidity is very weak. All of the donestically owned Irish banks
rely on central bank funding sources and we see no obvi ous sol ution emnerging
fromthe authorities to resolve this problemin the near term Neverthel ess,
in our viewthere is the potential for the very low investor confidence in the
Irish banking systemto start to stabilize in the com ng weeks in the event
that the forthcom ng publication of the regulatory capital stress test review
(PCAR 2011) and the prudential liquidity assessnment review (PLAR) provide nore
certainty than hitherto. Even then, we see a long journey of recovery for the
Irish banki ng system and believe that downside risk remains.

We consider that both the willingness and ability of Ireland to provide

extraordi nary support to its banking system has reduced. W reflect this

potential for future support in notches above a bank's SACP, which

i ncorporates support received to date or that is pending and, we believe,

clearly identified. These include:

* Injections of equity and hybrids under previous recapitalization efforts;

 National Asset Managenent Agency (NAMA) tranches already transferred

e Funding and liquidity support via the ELG (Eligible Liabilities
Guar antee) schene and repurchase agreenent (repo) |ending by the European
Central Bank and Central Bank of Irel and;

 Remai ni ng NAMA tranches due to conplete by the end of the first quarter
of 2011; and

e Capital injections announced in Novenber 2010--sone of which renmain to be
conpl eted. Because they are quantified, we believe the governnent is
conmitted (and able) to provide these injections and that they will
happen very soon

Qur view of the reduced willingness of the Irish governnment to provide
extraordi nary support reflects our perception of increased politica
acceptance for burden sharing (with respect to senior unsecured unguaranteed
bonds). Qur view of its reduced ability to support incorporates the downgrade
of the Irish sovereign

In Decenmber 2010, the Irish governnent introduced a |l egislative regine to dea
proactively with distressed financial institutions. W consider that this has
resulted in legislation that is sinmlar in inpact to the U K 's Banking Act.
Until end-2012, it gives the authorities w de-ranging powers over distressed
financial institutions, for exanple to change bank nanagenment, force
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subordi nated debt-for-equity swaps, and transfer out assets and/or
[iabilities.

Wi | e these powers have not yet been used, we expect that they nay be
exercised in order to facilitate the wi nd-down of Anglo and Irish Nationw de
Bui |l di ng Society (INBS; not rated). Furthernore, we consider that the

conbi nati on of the government's evident desire for providers of bank debt
regul atory capital to take part in burden-sharing and the authorities' new
ability to enforce this nmeans that there is a realistic possibility of a
gover nient - enforced default on these instrunents through coercive
burden-sharing. In recent nonths, we have treated lower tier 2 liability
management exercises by Anglo, BO, and AIB to be "distressed exchanges" in
accordance with our criteria.

In our view, the current governnment stance regardi ng burden-sharing by

bondhol ders has been clearly delineated: subordinated investors are clearly at
high risk, senior are not at present directly threatened. However, we believe
that the inpending general election, due February 25, and the stated stance of
opposition parties to revisit the topic, have introduced greater uncertainty.

By contrast, we also note the stated desire of the EU that senior bank

bondhol ders shoul d remai n whol e.

On bal ance, with the exception of Anglo, which is nowrated 'B-', our base
case remains that there is still a fairly small prospect of senior secured
unguar ant eed bonds in rated institutions being forced into a coercive default.
The fact that our ratings on the domestically owned Irish banks explicitly

i ncl ude two notches of support above the banks' SACPs bears this view out.
However, having previously factored in four notches of support into the
ratings on AIB and BA (which was higher than that provided to nost other
supported bank ratings in Europe), we have reduced the available uplift for
governnment support to two notches for highly systemically inportant
donestically owned Irish banks. W may further review this position based on
political or regulatory devel opnents.

Anglo Irish Bank Corp. Ltd.

The rating actions on Anglo reflect our first-tine classification of Anglo as
a governnent-related entity (GRE) in accordance with our criteria. W take
this approach for the ratings on Anglo, in contrast to those of the other
donestically owned Irish banks for whomwe apply our systemic inmportance
criteria, because we expect Anglo to be wound down over a period of years and
remai n i n government ownership throughout that period. We classify Anglo as a

GRE with an "inportant” role and a "strong" link to the governnent.
Accordingly, we consider that there is a "noderately high" |ikelihood of
extraordi nary governnent support and therefore the 'B-' |long-termcounterparty

credit rating is two notches above the 'ccc' SACP. The ratings remain on
Credi tWatch negative pending publication of the final details of the
government's plan for Anglo's wi nd-down, expected within the next three
nont hs, which may lead to a further increnental increase in our view of the
ri sk of burden sharing.
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Allied Irish Banks PLC

The rating actions on AIB reflect our reassessnent of its SACP in light of our
revised view of Ireland' s BICRA. They also reflect a reduction in the notches
of extraordinary support that we factor into the ratings on AIB. W consider
AlIB to be a highly systenmically inportant institution. The ratings remain on
Credi tWatch pending the outcone of the sovereign rating review and our
assessnent of the potential for extraordinary support follow ng the
announcenent of the inpact of PCAR 2011 and PLAR on Al B.

Bank of Irel and

The rating actions on BO reflect our reassessnment of its SACP in |ight of our
revised view of Ireland's BICRA. It also reflects a reduction in the notches
of extraordinary support that we factor into the ratings on BO. W consider
BAO to be a highly systemically inportant institution. The ratings remain on
Credi t Wt ch pending the outconme of the sovereign rating review and our
assessnent of the potential for extraordinary support follow ng the
announcemnent of the inmpact of PCAR 2011 and PLAR on BA .

Irish Life & Permanent PLC

The rating actions on IL&P reflect our reassessnment of its SACP in |light of
our revised view of Ireland' s BICRA. W consider |IL& to be highly
systemically inportant. W have maintained the two notches of extraordinary
support that we factor into the ratings on IL&P, which is now the sane | evel
as we have for AIB and BO, because the differences that we observe in the
potential for burden sharing anong the three appear to be mnor. W have

| owered the subordi nated debt ratings on IL& by two notches, thus expandi ng
the differential fromthe counterparty credit rating to five notches from
four, because we see greater pressures for burden sharing on subordi nated debt
than we do for senior debt. Based upon the experience that we have observed at
Angl o, AIB, and BO, subordi nated bondhol ders may suffer |oss. The ratings
remai n on Credi tWatch pending the outcone of the sovereign rating review and
our assessnment of the potential for extraordinary support follow ng the
announcenent of the inmpact of PCAR 2011 and PLAR on |L&P.

FORElI G\ OA\WED, DOMESTI CALLY ACTI VE BANKS

We have al so considered the inplications of the BICRA revision and the
sover ei gn downgrade on the two foreign-owned, donestically active banks that
we rate: KBCI and UBIL. Wile not supported by the Irish governnent, these
banks are typically rated higher than their donestically owned peers due to
our views on the |ikelihood of parental support and our view of their nopdestly
stronger SACPs. In particular, in our view, these banks have not seen the sort
of stress experienced by their donestic peers, particularly in terns of access
to funding.

KBC Bank |reland PLC
The rating actions on KBCl reflect our reassessnment of its SACP in |ight of
our revised view of Ireland's BICRA. The ratings remain on CreditWtch
negati ve pendi ng the outcone of the sovereign rating review. This is because:
e W view the bank as strategically inportant as opposed to core to a

parent that is itself governnent-supported; and
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« Wiile we still rate KBCl |ower than the sovereign, the sovereign rating
may yet be | owered by nore than one notch, in which case we would likely
| oner the ratings on KBC.

U ster Bank Ireland Ltd., U ster Bank Ltd.

The rating actions on UBIL reflect our reassessnent of its SACP in |light of

our revised view of Ireland' s BICRA. The ratings remain on CreditWtch

negative pending the outcone of the sovereign rating review. This is because:

* W& consider that UBIL is core to U K. -incorporated UBL, being about 70%
of the consolidated assets, and highly integrated, and that a
deterioration of UBIL would weaken UBL;

« W view UBL as strategically inportant as opposed to core to a parent
that is itself governnent-supported;

e UBIL is nowrated the sanme as the sovereign, and if the sovereign rating
is |lowered again, we would likely |ower the ratings on UBIL; and

« If we lowered the ratings on UBIL we would likely do the sane to those on
UBL.
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RATI NGS LI ST
Downgr aded; CreditWatch Action; Ratings Affirned
To From
Anglo Irish Bank Corp. Ltd.
Counterparty Credit Rating B-/Watch Neg/C B/ Wat ch Neg/ B
Seni or Unsecured B-/ Wat ch Neg B/ Vat ch Neg
Allied Irish Banks PLC
Counterparty Credit Rating BB/ Vat ch Neg/ B BBB/ Wat ch Neg/ A- 2
Seni or Unsecured BB/ V\at ch Neg/ BBB/ WAt ch Neg
AlB Group (UK) PLC
Counterparty Credit Rating BB-/ Wat ch Neg/B BBB- / WAt ch Neg/ A- 3

Irish Life & Permanent PLC
Counterparty Credit Rating BBB-/ Wat ch Neg/ A-3 BBB/ Wt ch Neg/ A-2
Seni or Unsecured BBB- / Wat ch Neg BBB/ WAt ch Neg
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Subor di nat ed B/ Wat ch Neg BB-/ Wat ch Neg

Irish Life Assurance PLC

Counterparty Credit Rating BBB-/ Wat ch Neg/ - - BBB/ WAt ch Neg/ - -
Fi nancial Strength Rating BBB- / Wat ch Neg BBB/ WAt ch Neg/ - -
Juni or Subordi nat ed BB/ Vat ch Neg BB+/ WAt ch Neg

Bank of Irel and
Counterparty Credit Rating BB+/ WAt ch Neg/ B BBB+/ Wat ch Neg/ A- 2
Seni or Unsecured BB+/ WAt ch Neg BBB+/ Wt ch Neg

KBC Bank Ireland PLC
Counterparty Credit Rating BBB+/ Wat ch Neg/ A-2 A-/Watch Neg/ A-2
Seni or Unsecured BBB+/ Wat ch Neg A-/ Wat ch Neg

U ster Bank Ireland Ltd.
U ster Bank Ltd.
Counterparty Credit Rating A-/Wat ch Neg/ A-2 A/ Watch Neg/ A-1

NB: This list does not include all ratings affected.

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Conplete ratings information is available to RatingsDi rect subscribers on the
G obal Credit Portal at ww. gl obal creditportal.comand RatingsDirect
subscribers at www. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4011.
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