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Rating Action: Moody's downgrades unguaranteed senior unsecured debt of Irish banks

Global Credit Research - 11 Feb 2011
Deposit ratings placed on review for possible downgrade

London, 11 February 2011 -- Moody's Investors Service has downgraded today the unguaranteed senior unsecured debt ratings of six Irish
banks and kept them under review for further possible downgrade. The deposit ratings of these banks have also been placed under review for
downgrade. The actions follow recent government statements that call into question the government's willingness to provide additional support
to the banks beyond that which has already been provided to date, and reflect the increasing risk of some type of burden-sharing with senior
creditors. Moody's rating actions are summarised as follows:

* The unguaranteed senior unsecured debt ratings of the following banks have been downgraded: Bank of Ireland (Bol) to Ba1/Not-Prime from
Baa2/P-2; Allied Irish Banks (AIB) to Ba2 from Baa3; EBS Building Society (EBS) and Irish Life & Permanent (IL&P) to Ba2/Not-Prime from
Baa3/P-3; Anglo Irish Bank (Anglo Irish) and Irish Nationwide Building Society (INBS) to Caa1 from Ba3. In addition, the long-term unguaranteed
senior unsecured debt ratings of these banks have been placed on review for further possible downgrade.

* The bank deposit ratings of these six banks (Baa2/P-2 for Bol and Baa3/P-3 for AIB, EBS, IL&P, Anglo Irish and INBS), as well as ICS Building
Society (Baa3/P-3), have been placed on review for possible downgrade.

* The senior unsecured and bank deposit ratings of KBC Bank Ireland (KBCI) have been downgraded to Baa3/P-3 from Baa2/P-2. The outlook
is negative, in line with that on KBC Bank N.V.

* There is no rating impact on the stand-alone bank financial strength ratings (BFSRs), subordinated and tier 1 debt ratings, and government-
guaranteed debt ratings; there is also no impact on the ratings of Bank of Ireland (UK) plc, the UK based subsidiary of Bank of Ireland.

» Moody's will communicate separately on the impact of these rating actions on the Covered Bond ratings for AIB Mortgage Bank, Anglo Irish
Bank and Anglo Irish Mortgage Bank, Bank of Ireland Mortgage Bank, EBS Mortgage Finance, as well as the Mortgage Backed Promissory
Notes ratings for Bank of Ireland Mortgage Bank and KBC Bank Ireland.

RATING RATIONALE FOR SENIOR DEBT DOWNGRADE AND REVIEW

Moody's rating actions today reflect a reduction in its systemic support assumptions for the domestic Irish banks. In line with the Irish
government's very supportive policy to date, Moody's has until now assumed a high degree of systemic support for the banks' senior unsecured
debt and deposits, as a result of which the corresponding ratings have enjoyed three to four notches of uplift from the standalone ratings. Irish
governmental policy has included debt guarantees, capital support (including the up to EUR10 billion as announced with the EU/IMF support
package), and the establishment of the National Asset Management Agency (NAMA) to acquire the land and development loans from five
domestic banking institutions. In addition, as a further part of the EU/IMF support package, a EUR25 billion contingency fund was established to
further support the banks.

Nevertheless, this supportive policy has been brought into question over the past days, in statements from both the leading opposition party and
the incumbent finance minister. While some of these statements may reflect the current pre-election debate, Moody's is increasingly concerned
that they represent a growing underlying threat for senior creditors from two directions. First, Moody's notes that the Irish government's
willingness to provide support beyond what has been committed to date has become far less certain and more difficult to predict, resulting in a
significant lowering of our support assumptions for all domestic Irish banks, and the subsequent downgrades of the unguaranteed senior
unsecured debt ratings. The announcement late on Wednesday in which the current government decided to postpone the previously agreed
capital increases to after the general election adds to these concerns.

Second, given the huge fiscal burden faced by Irish taxpayers as a direct result of problems in the banking sector and banks' subsequent
bailout by the government, in Moody's view there is an increasing risk that this burden could be shared not only by subordinated creditors, but by
senior creditors, most likely through distressed exchanges. As a result, Moody's has placed the unguaranteed senior unsecured debt ratings of
the domestic banks on review for possible downgrade, in order to assess the new government's stance towards senior creditors. Should the
risk for senior creditors increase significantly, the banks' unguaranteed senior unsecured debt ratings would likely face further multi-notch
downgrades.

Commenting on the lower support assumptions, Moody's stated that the four institutions viewed as going concerns by the authorities -- AIB, Bol,
EBS, and IL&P -- now benefit from one notch of systemic support uplift from their standalone ratings (currently mapped to Ba2 for Bol and Ba3
for the other three institutions), resulting in unguaranteed senior unsecured debt ratings of Ba1 for Bol and Ba2 for AIB, EBS, and IL&P. Moody's
continues to view these four institutions as more systemically important for the Irish government, as evidenced by the substantial support they
have received over the past two years. The ratings also incorporate the support provided through the EU/IMF package, as well as the apparent
pressure at the European level to continue supporting senior debt obligations for fear of contagion beyond Ireland. However, in the case of Anglo
Irish and INBS, Moody's has now withdrawn all its assumptions of systemic support from the banks' unguaranteed senior unsecured debt
ratings, leading to a downgrade to Caa1 from Ba3. This reflects the much lower systemic importance of these two institutions, reflected in this
week's decision to commence the auction of their deposits and wind down of their remaining assets over the longer term.

REVIEW FOR POSSIBLE DOWNGRADE ON DEPOSIT RATINGS

The review for possible downgrade of the deposit ratings (currently Baa2/P-2 at Bol and Baa3/P-3 at AB, Anglo Irish, EBS, IL&P, ICS and INBS)
will focus on potential support for this creditor class under a new government and whether this is higher than that for senior unsecured debt.
The Baa3/P-3 deposit ratings of Anglo Irish and INBS reflect the recent announcement that the deposits of the two institutions are to be sold to
other banks in the system, the lowest of which are now rated Baa3/P-3 (and are on review for possible downgrade).

DOWNGRADE OF KBC BANK IRELAND



As a result of the reducing support for the banking system, Moody's has removed the assumption of systemic support that was incorporated
into the ratings of KBCI. As a result, the bank's senior debt and deposit ratings have been downgraded to Baa3/P-3 from Baa2/P-2. At the Baa3
rating level, this continues to incorporate a very high level of support from the bank's parent, Belgium's KBC Bank N.V/, resulting in three
notches of uplift from the bank's D- BFSR (mapped to Ba3 on the long-term scale). The rating outlook is negative, in line with the negative
outlook on KBC Bank N.V.

OTHER BANKS ARE UNAFFECTED BY TODAY'S ACTIONS

The ratings of the other Irish banks are unaffected by today's rating actions, as any rating uplift in their deposit and senior debt ratings stems not
from an assumption of government support but from parental support. These banks include Ulster Bank Ireland (A2, negative; D-/Ba3 negative);
Zurich Bank (A1, review for possible upgrade; D-/Ba3 negative); and Hewlett Packard International Bank (A2, stable; C-/Baa1 stable).

TODAY'S BANK RATING ACTIONS ARE AS FOLLOWS:

+ Allied Irish Banks: Long-term senior unsecured debt rating downgraded to Ba2 from Baa3 and placed on review for possible downgrade;
Baa3/P-3 bank deposit ratings placed on review for possible downgrade.

+ Anglo Irish Bank: Long-term senior unsecured debt ratings downgraded to Caa1 from Ba3 and placed on review for possible downgrade;
Baa3/P-3 bank deposit ratings placed on review for possible downgrade.

* Bank of Ireland: Senior unsecured debt ratings downgraded to Ba1/Not-Prime from Baa2/P-2 and placed on review for possible downgrade;
Baa2/P-2 bank deposit ratings placed on review for possible downgrade.

+ EBS Building Society: Senior unsecured debt ratings downgraded to Ba2/Not-Prime from Baa3/P-3 and placed on review for possible
downgrade; Baa3/P-3 bank deposit ratings placed on review for possible downgrade.

« Irish Life & Permanent: Senior unsecured debt ratings downgraded to Ba2/Not-Prime from Baa3/P-3 and placed on review for possible
downgrade; Baa3/P-3 bank deposit ratings placed on review for possible downgrade.

+ ICS Building Society: Baa3/P-3 bank deposit ratings placed on review for possible downgrade.

« Irish Nationwide Building Society: Long-term senior unsecured debt ratings downgraded to Caa1 from Ba3 and placed on review for possible
downgrade; Baa3/P-3 bank deposit ratings placed on review for possible downgrade.

» KBC Bank Ireland: Long-term senior unsecured debt ratings and bank deposit ratings downgraded to Baa3/P-3 from Baa2/P-2. The outlook on
these ratings remains negative.

The principal methodologies used in these rating actions were "Bank Financial Strength Ratings: Global Methodology" (February 2007) and
"Incorporation of Joint-Default Analysis into Moody's Bank Ratings: A Refined Methodology" (March 2007).

REGULATORY DISCLOSURES

Information sources used to prepare the credit ratings are the following: parties involved in the ratings, public information, and confidential and
proprietary Moody's Investors Service information.

Moody's Investors Service considers the quality of information available on the issuers or obligations satisfactory for the purposes of
maintaining credit ratings.

The ratings have been disclosed to the rated entities or their designated agents and issued with no amendment resulting from that disclosure.

Moody's Investors Service may have provided Ancillary or Other Permissible Service(s) to the rated entity or its related third parties within the
three years preceding the Credit Rating Action. Please see the ratings disclosure page www.moodys.com/disclosures on our website for
further information.

Moody's adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
Moody's considers to be reliable including, when appropriate, independent third-party sources. However, Moody's is not an auditor and cannot in
every instance independently verify or validate information received in the rating process.

Please see ratings tab on the issuer/entity page on Moodys.com for the last rating action and the rating history.

The date on which some Credit Ratings were first released goes back to a time before Moody's Investors Service's Credit Ratings were fully
digitized and accurate data may not be available. Consequently, Moody's Investors Service provides a date that it believes is the most reliable
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website www.moodys.com for
further information.

Please see the Credit Policy page on Moodys.com for the methodologies used in determining ratings, further information on the meaning of
each rating category and the definition of default and recovery.
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORMOR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process. Under no
circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or damage in whole or in part
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within
or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever
(including without limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections,
and other observations, if any, constituting part of the information contained herein are, and must be construed solely
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities.
Each user of the information contained herein must make its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORMOR
MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."
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Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access
this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations
Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. (“MJKK”)
are MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like
securities. In such a case, “MIS” in the foregoing statements shall be deemed to be replaced with “MIKK”. MIKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to
make any investment decision based on this credit rating. If in doubt you should contact your financial or other
professional adviser.



