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DBRS Downgrades the Bank of Ireland; Senior at A (high)

Industry: Fin.Svc.--Banks & Trusts

DBRS today has downgraded the Non-Guaranteed ratings, including the Non-Guaranteed Long-Term
Deposits and Non-Guaranteed Long-Term Debt ratings of The Governor and Company of the Bank
of Ireland (Bank of Ireland or the Bank) to A (high) from AA (low). The R-1 (middle)
Non-Guaranteed Short-Term Deposits and Non-Guaranteed Short-Term Debt ratings are not affected
by today’s action. The trend on all senior ratings is now Stable. This rating action places Bank of
Ireland’s Non-Guaranteed Long-Term Deposits and Non-Guaranteed Long-Term Debt ratings at the
floor rating for Critically Important Banking organisations (CIBs) operating in the Republic of
Ireland (Ireland), which is positioned one notch above the Bank’s intrinsic rating of ‘A’.

Today’s rating action considers DBRS’s view that the challenging environment in Ireland will further
constrain earnings generation ability, prolonging the Bank’s earnings recovery period beyond that
previously anticipated by DBRS. As discussed in the Bank of Ireland’s interim management
statement issued on 12 November 2010, the Bank’s earnings are being pressured by slowed business
activity, the increased cost of deposits and wholesale funding, and the higher cost of the Eligible
Liabilities Guarantee Scheme (ELG). As a result, the Bank expects to report underlying operating
profits before impairment charges some 35-40% lower than the EUR 1.5 billion generated for the 12
months to 31 December 2009. Importantly, DBRS expects the aforementioned pressures to continue
into 2011 limiting profitability.

Furthermore, the funding situation in Ireland is difficult. Given the Group’s limited access to
non-central bank funding, the Bank of Ireland has become increasingly more reliant on monetary
authorities for funding. While this funding helps support net interest margin (NIM), it weakens the
overall funding profile and reduces flexibility given the Group’s utilisation of contingent collateral to
obtain this funding. With total wholesale funding of approximately EUR 58 billion, of which
approximately EUR 22 billion matures in over one year, the Bank faces noteworthy refinancing
requirements. While DBRS sees the recent extension of the government guarantee scheme as
providing some incremental relief, the prolongation of the Scheme will ultimately increase usage and
thereby increase the quantum of guaranteed funding, further pressuring future earnings.

On a positive note, DBRS recognises the progress the Bank has achieved in shoring up capitalisation,
managing costs, reducing credit risk through the NAMA transfers, and maintaining asset quality
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measures in the non-NAMA portfolio. However, external forces are creating significant headwinds,
which may reduce the impact of many of these accomplishments.

The trend is Stable. As discussed above, the ratings are now at the floor for CIBs operating in Ireland.
DBRS maintains a floor rating of A (high) for Long-Term Debt and Deposits and R-1 (middle) for
Short-Term Debt and Deposits for CIBs operating in Ireland. The level of the floor reflects DBRS’s
expectation that the Irish Government will provide support, if necessary, to prevent any CIB from
weakening below this rating level. DBRS views A (high)/R-1 (middle) as the level of
creditworthiness that market participants demand for CIBs to be viewed as essential counterparties, as
CIBs need to be perceived as reliable partners in undertaking a wide range of financial transactions.
DBRS views the floor as the level of support at which the Irish Government will sustain CIBs to
ensure that its financial system continues to be fully functioning.

The ratings of all non-guaranteed, non-senior debt instruments of the Bank of Ireland remain on
Under Review with Negative Implications, where they were placed on 1 October 2010. Further, the
long-term ratings of the Irish Government Guaranteed instruments issued by the Bank also remain
unchanged at AA, Under Review with Negative Implications, where they were placed on 5 October
2010.

Notes:
All figures are in EUR unless otherwise noted.

The applicable methodologies are Global Methodology for Rating Banks and Banking Organisations
and Enhanced Methodology for Bank Ratings – Intrinsic and Support Assessments, which can be
found on our website under Methodologies.

Issuer Debt Rated Rating Action Rating Trend Latest Event

Governor and Company of
the Bank of Ireland, The

Non-Guaranteed
Long-Term Deposits

Downgraded A (high) Stb Nov 18, 2010

Governor and Company of
the Bank of Ireland, The

Non-Guaranteed
Long-Term Debt

Downgraded A (high) Stb Nov 18, 2010

Governor and Company of
the Bank of Ireland, The

Non-Guaranteed
Short-Term Deposits

Confirmed R-1 (middle) Stb Nov 18, 2010

Governor and Company of
the Bank of Ireland, The

Non-Guaranteed
Short-Term Debt

Confirmed R-1 (middle) Stb Nov 18, 2010

Governor and Company of
the Bank of Ireland, The

Issuer Rating Downgraded A (high) Stb Nov 18, 2010
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Issuer Debt Rated Rating Action Rating Trend Latest Event

Governor and Company of
the Bank of Ireland, The

Dated Subordinated
Debt maturing after
29 September 2010

Downgraded A -- Nov 18, 2010

Governor and Company of
the Bank of Ireland, The

Dated Subordinated
Debt maturing after
29 September 2010

Under Review -
Negative

A -- Nov 18, 2010

Governor and Company of
the Bank of Ireland, The

Primary Capital Notes Downgraded A (low) -- Nov 18, 2010

Governor and Company of
the Bank of Ireland, The

Primary Capital Notes Under Review -
Negative

A (low) -- Nov 18, 2010

Bank of Ireland UK
Holdings plc

Perpetual Preferred
Securities

Downgraded A (low) -- Nov 18, 2010

Bank of Ireland UK
Holdings plc

Perpetual Preferred
Securities

Under Review -
Negative

A (low) -- Nov 18, 2010

BOI Capital Funding (No 1)
LP

Perpetual Preferred
Securities

Downgraded B (low) -- Nov 18, 2010

BOI Capital Funding (No 1)
LP

Perpetual Preferred
Securities

Under Review -
Negative

B (low) -- Nov 18, 2010

BOI Capital Funding (No 2)
LP

Perpetual Preferred
Securities

Downgraded B (low) -- Nov 18, 2010

BOI Capital Funding (No 2)
LP

Perpetual Preferred
Securities

Under Review -
Negative

B (low) -- Nov 18, 2010

BOI Capital Funding (No 3)
LP

Perpetual Preferred
Securities

Downgraded B (low) -- Nov 18, 2010

BOI Capital Funding (No 3)
LP

Perpetual Preferred
Securities

Under Review -
Negative

B (low) -- Nov 18, 2010

BOI Capital Funding (No 4)
LP

Perpetual Preferred
Securities

Downgraded B (low) -- Nov 18, 2010

BOI Capital Funding (No 4)
LP

Perpetual Preferred
Securities

Under Review -
Negative

B (low) -- Nov 18, 2010

For more information on this credit or on this industry, visit www.dbrs.com or contact us at
info@dbrs.com.
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