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1. Base Case — Gradual Fed Hikes Bank of Ireland Group ()

“..moving slowly...strikes me as a prudent approach to take”

Janet Yellen, July 2015

“With inflation low, we can probably remove accommodation at a gradual pace”
Stanley Fischer, Aug 2015

Chart: Fed Funds Path
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1. Base Case — Marginal Impact on Euro Rates

Chart: Divergence in Rate Expectations
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= Excess Euro liquidity
continues to drive Euro
Money Market rates



2. Potential Risk — Negative Market Reaction (EM)

Chart 1: EM Equity Market Sell Off Chart 2: EM Bond Yields Rise

Greece / China
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Chart 3: EM FX Depreciation

= Could a Fed hike lead to additional EM
asset weakness?

“..current developments in emerging
market economies have the potential to

further affect global growth adversely”
Mario Draghi, Sep 2015

EM FX — Merrill Lynch Global Emerging Markets FX spot



Chart 1: Weaker Equity Markets?

Chart 2: Sovereign Spread Widening?

3. Potential Implications of Fed Hike — Europe ‘
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Chart 3: Stronger Euro?
= Could tighter financial conditions impact

global growth and investor confidence?

= Would there be an ECB response?

“..we are willing and able to act, if
. " <A N warranted, by using all the instruments
Trade Weighted LTV R available within our mandate”

E
qro Mario Draghi, Sep 2015




4. Conclusion
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Chart: EURIBOR - OIS Spread (1st Contract)

= Recent market tensions have had
little impact on Euro Money
Markets

Euro Money Markets have largely de-coupled from US rate movements

Base Case:

Risk Case:

Either Case:

Gradual US rate rises pose little threat

Recent EM weakness expands into broader crisis, potentially requiring further
policy response

Euro Money Markets continue to operate effectively
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Appendix: US Monetary Policy Framework

Chart: US Fed Policy Rates + Market Expectations

NEW IOER = 50bp

NEW O/N FED FUNDS = c35bp

CURRENT IOER = 25bp
NEW RRP = 25bp
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CURRENT RRP = 5bp

Current Stance Market Expectations
Fed Target Range 0 — 25bps Fed Target Range 25 — 50bps
RRP 5bps (5S300bn cap) RRP 25bps (temp. unlimited)

= |OER 25bps = |OER 50bps
® Fed Funds Effective c.14bps ® Fed Funds Effective 33 — 40bps
" Timing?



pisclaimer

This document has been prepared by Bank of Ireland Global Markets (“BOI” or the “Bank”).

This document is for informational purposes only and BOIl is not soliciting any action based upon it. Any
information contained herein is believed by the Bank to be accurate and true but the Bank expresses no
representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage
caused by any act or omission taken as a result of the information contained in this document.

The Proposals contained herein are for discussion purposes only and the issuing of this presentation is not a
commitment to enter into any transaction or to negotiate terms or conditions thereof. Opinions expressed
herein reflect the judgement of BOI and may be subject to change without notice if the Bank becomes aware of
any information, whether specific to the transaction or general, which may have a material impact on any such
opinions. Nothing in this document should be relied on as providing legal, tax or economic advice or
recommendations. This document is not intended to provide the basis of an investment decision and you should
obtain independent professional advice before making any such decision. This document is the property of BOI.
The content is confidential and may not be reproduced, either in whole or in part, without the express written
consent of a suitably authorised member of BOI staff.

Bank of Ireland is regulated by the Central Bank of Ireland. In the UK, Bank of Ireland is authorised by the
Central Bank of Ireland and the Prudential Regulation Authority and subject to limited regulation by the
Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of our authorisation
and regulation by the Prudential Regulation Authority, and regulation by the Financial Conduct Authority are
available from us on request.
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