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Research Update:

Bank of Ireland 'BB+/B' Ratings Affirmed

Following Sovereign Action; Off Watch Neg,
Outlook Negative

Overview

e Standard & Poor's affirmed its 'BBB+/ A-2' sovereign credit ratings on the
Republic of Ireland on Jan. 13, 2012, and renoved the ratings from
CreditWatch with negative inplications.

W are affirnming the 'BB+/B ratings on Bank of Ireland (BA) and
renoving the long-termratings from CreditWatch with negative
i mplications, where they were placed on Dec. 8, 2011

» The outlook on BAO is negative. This reflects our viewthat BO is still
at a relatively early stage in inplenenting its turnaround strategy, has
undergone a period of significant stress to its bal ance sheet, and has
recorded | arge | osses.

Rating Action

On Jan. 20, 2012, Standard & Poor's Ratings Services affirmed its 'BB+ B

| ong- and short-termcounterparty credit ratings on Bank of Ireland (BA). At
the sane tine, the long-termratings were renoved from CreditWatch with
negative inplications, where they had been placed on Dec. 8, 2011. The outl ook
i s negative.

Rationale

The rating actions follow sinmlar actions on the Republic of Ireland (see
“Ireland's 'BBB+/ A-2' Ratings Affirmed; Of Watch Neg; Qutl ook Negative,"
publ i shed on Jan. 13, 2012).

Qur ratings on BAO continue to reflect our view of its 'bb+ anchor, "strong"
busi ness position, "weak" capital and earnings, "adequate" risk position
"average" funding, and "noderate" liquidity, as our criteria define these
terns. The stand-alone credit profile (SACP) of BO is 'bb'.

The I1CR is one notch higher than the SACP, reflecting our view of BO's "high"

system c inportance in Ireland and our assessnent of the Irish governnent as
"supportive."
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Outlook

The negative outlook reflects our viewthat BO is still at a relatively early
stage in inplenenting its turnaround strategy, has undergone a period of
significant stress to its bal ance sheet, and has recorded | arge | osses. W
could lower the ratings if BO reports much higher |osses in 2012 than

envi saged, such that its capital ratio, as neasured by our risk-adjusted
capital framework, reduces further and faster than expected--we project BA's
RAC ratio to be in the 4.0-4.5%range by end-2013. This would nost l|ikely be
due to a reversal in the nascent Irish econom c recovery and a downward spi ke
in asset quality, which might also spur a downward revision in our Banking

I ndustry Country Ri sk Assessment (BICRA) economic risk score. W could al so
lower the ratings if BO falters in its de-leveraging strategy. Thus, we could
lower BA's capital and earnings or funding and liquidity scores, which could
result in a lower counterparty credit rating.

We could revise the outlook to stable if we see an inprovenent in BA's

ability to achieve retained earnings and consider that its reliance on central
bank funding and liquidity support is on a sustainable downward path.

Ratings Score Snapshot

| ssuer Credit Rating BB+
SACP bb
Anchor bb+
Busi ness Position Strong (+1)
Capi tal and Earni ngs Weak (-1)*
Ri sk Position Adequat e (0)
Fundi ng and Liquidity Average and Moderate (-1)
Suppor t +1
GRE Support 0
G oup Support 0
Sover ei gn Support +1
Addi ti onal Factors 0

*When a bank's anchor SACP, derived from our Bl CRA nethodol ogy, is in the 'bb'
category and its common equity regulatory Tier 1 ratio is greater than the

| ocal regulatory requirenments, a "weak" assessnent of capital and earnings has
a mnus one notch inmpact on the SACP, rather than two (see paragraph 88 of "
Banks: Rating Methodol ogy And Assunptions," Nov. 9, 2011).

www.standardandpoors.com/ratingsdirect 3



Research Update: Bank of Ireland 'BB+/B' Ratings Affirmed Following Sovereign Action; Off Watch Neg, Outlook
Negative

Related Criteria And Research

Al articles listed below are available on RatingsDirect on the dobal Credit

Portal, unless otherw se stated.

e Ireland's 'BBB+/ A-2' Ratings Affirned; Of Watch Neg; Qutl ook Negati ve,
Jan. 13, 2012

« Bank of Ireland 'BB+ Long-Term Ratings Placed On Watch Negative
Fol | owi ng Sovereign Action, Dec. 8, 2011

* BICRA On Ireland Revised To Goup '7" FromGoup '6', Nov. 9, 2011

e BICRA On The U. K. Maintained At Goup '3, Nov. 9, 2011

* Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

e Group Rating Methodol ogy For Banks, Nov. 9, 2011

e Banking Industry Country Ri sk Assessnent Methodol ogy And Assunpti ons,
Nov. 9, 2011

e Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009

e Banks: Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

Ratings List

To From

Bank of Irel and

Counterparty Credit Rating BB+/ Negative/B  BB+/Watch Neg/B

Certificate of Deposit BB+/ B BB+/ Wat ch Neg/ B
Seni or Unsecured BB+ BB+/ WAt ch Neg

Subor di nat ed D

Juni or Subordi nat ed C

Preference Stock C

Pref erence Stock CC

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

Conplete ratings information is avail able to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.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 |ocated in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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