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 Bank of Ireland Group (BKIR ID) 

  Monday, 16th January 2017            Closing Price 24.8c 

Bank of Ireland FY16 Results Preview 

Numerous tailwinds helped Bank of Ireland‘s (BKIR) share price recover strongly in 

Q4/16 (+25.8%), and this upward momentum has continued into 2017 (+6.0 ytd). This 

rally was primarily driven by a rising yield environment, alongside steeper yield curves 

in Europe, which are ultimately supportive of the trajectory of the bank‘s Net Interest 

Margin (NIM), while its capital position should materially improve due a forecast €700m 

reversal in its pension deficit in Q4/16.  

 

In December, BKIR revealed its SREP minimum P2R capital requirements for 2017 was 

8.0% on a transitional basis and we forecast a Fully Loaded Common Equity Tier 1 ratio 

of 12.1% at December 2016. An extension of the ECB‘s Quantitative Easing (QE) 

programme out to December 2017 led to a broader sector rotation out of expensive, 

defensive stocks into cheaper, cyclical European financial stocks, as investors took 

advantage of depressed Price/ Book valuations.  

 

Positive sentiment towards BKIR was further bolstered by the introduction of the Irish 

Government‗s Help-To-Buy (HTB) scheme introduced for First-Time-Buyers (FTB), 

while the Central Bank of Ireland eased its Macro Prudential Rules for FTB, which 

should support new mortgage lending growth in 2017 and beyond. These changes 

should lead to a positive inflection in BKIR‘s balance sheet in 2017. The economic 

fallout from the UK‘s decision to leave the European Union (EU) has been minimal to 

date, with both the Irish and UK economies performing strongly since the referendum in 

June 2016. Meanwhile, contagion risks associated with the Non-Performing Loans 

(NPLs) situation in Italy have been contained for now, bolstering sentiment further.   

 

These combined tailwinds helped BKIR‘s share price reach our old target price of 23.8c 

in December 2016 from our previously issued note ―Brexit Aftermath: Significant 

negativity reflected in the price‖ issued in July 2016.  We take this opportunity to update 

our financial model forecasts out to 2018 which results in an increased target price to 

27.2c from 23.8c, primarily driven by a lower Cost of Equity and higher Return on Equity 

inputs, while we maintain our ―Outperform‖ rating. Returning to a sustainable dividend 

paying bank is a top priority for management, however given the pension deficit is still a 

huge source of volatility in calculating capital positions, we assume BKIR will reinstate 

an interim dividend related to H1/17 with an initial dividend pay-out ratio of 25%.  

 

Strengthening capital base in Q4/16: Volatility set to remain    

Key focus for investors will be the size of reduction in BKIR‘s pension deficit at the end 

of Q4/16, and the corresponding uplift it gives to capital as a result when FY16 results 

are released on the 24th February. We forecast BKIR‘s Fully Loaded Common Equity 

Tier 1 (FL CET1) ratio improving by 30bps in Q4/16 from underlying organic profitability. 

The 20bps benefit relating to a dividend received from its New Ireland subsidiary which 

was flagged in its Q3/16 IMS update, will be fully offset by the Group‘s announcement 

on 23rd December to revise its calculation of requirements under the Internal Ratings 

Based (IRB) approach on its Irish mortgage book.  

 

 

 

 

 

 

 

 

 

 

Key Metrics  (€’m) 2016e 2017e 2018e 

Net Interest Income  2,361 2,336 2,392 

Net Interest Margin 2.18% 2.24% 2.26% 

Profit After Tax 839 706 735 

Price/TNAV 0.95x 0.88x 0.83x 

Dividend Yield 0.0% 2.3% 3.6% 

        

Share Price Return 1 Mth 3 Mth YTD 

Bank of Ireland 7.8% 46.7% 6.0% 

ISEQ 2.5% 12.7% 2.1% 

Source: Bloomberg, CFI Research 

Top 5 Shareholders Ownership 

National Irish Pension Reserve Fund 13.95% 

Blackrock 8.68% 

Capital Group Companies 8.61% 

FMR LLC 5.99% 

Euro Pacific Growth Fund 4.07% 

Source: Bloomberg  

Bank of Ireland 2 year share price 

Bank of Ireland is Ireland’s leading retail and 

commercial bank and is the largest Irish bank in terms 

of assets. It also operates as a challenger bank in the 

UK.  

 

 

Stephen Hall, CFA 

Investment Analyst 

+353 (1) 633 3626 

shall@cantor.com  

FY16 Results Preview 

Pension Deficit 

at Dec'16 (€'m) 

Pension Deficit 

Improvement (€'m) 

Boost to FL 

CET1 Position  

Forecast FL CET1 

position at Dec'16 

-1,450 0 0.00% 10.8% 

-1,250 200 0.38% 11.2% 

-1,000 450 0.85% 11.7% 
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 This leaves our Fully Loaded CET1 forecast at 10.8% before any benefit from its 

pension reduction. We use the yield on the 20 year AA European Corporate Bond Index 

(BVCSEC20 Index) as a proxy interest rate used to discount the Group‘s pension 

liabilities, which rose 60bps in Q4/16 from 1.07% at September 2016 to 1.67% at 

December 2016, (1.739% at 14th January). We forecast the Group‘s pension deficit 

reducing by €700m to €750m from €1,450m by year-end 2016. This should improve the 

Group‘s FL CET1 ratio by 1.32% to 12.12%. However, this is likely to remain a highly 

volatile component when calculating capital, therefore we forecast the re-introduction of 

the long awaited dividend at June 2017, as management will take a conservative 

approach to set future dividends.  

 

BKIR’s share price is highly correlated to pound strength and higher yields 

Chart 1 on the left hand side below shows the strong correlation between BKIR‘s share 

price and the yield on the 20 year AA European Corporate Bond Index over the past 2 

years (correlation of 0.38%). We view BKIR as a high beta play on a rising yield 

environment. Firstly, rising yields are positive for the trajectory of the Group‘s NIM. 

Secondly, increasing yields used to discount the Group‘s pension liabilities should 

reduce the outstanding pension deficit and improve its capital position as a result.  

    

The chart on the right hand side below shows the high correlation between BKIR‘s 

share price and a strengthening pound relative to the euro (correlation of 0.60%). An 

appreciation in the pound leads to positive translation effect of sterling denominated 

assets (40% of total loans are located in the UK) and is beneficial for sterling generated 

profits. Signs of weakness in the pound in early 2017 associated with rising fears of a 

―hard Brexit‖ have halted the recent rally in BKIR‘s share price. Any Brexit related 

developments in the coming weeks and months should be reflected in the strength of 

the pound, in turn having a knock on impact on BKIR‘s share price.  

 

 

Positive re-rating in BKIR’s Price/ Book valuation multiples underway  

Investor sentiment towards BKIR and the broader STOXX Europe 600 Banks Index 

(SX7P Index) was immediately impacted following the UK‘s decision to leave the 

European Union in June 2016. This was subsequently compounded by contagion fears 

stemming from the on-going Non-Performing Loans (NPLs) situation in Italy. These 

events saw BKIR and the broader STOXX Europe 600 Bank Index de-rate to a low of 

0.64x and 0.58x FY16e Price/ Book ratio, respectively in July 2016.  

 

Since then, we‘ve seen a material valuation re-rating in BKIR‘s stock and broader SX7P 

Index to 0.88x and 0.83x respectively (chart 4 on page 3). We feel there is still a Brexit 

and political risk premium embedded in BKIR‘s share price which should gradually and 

continually unwind in 2017 if the status quo remains in tact in the numerous European 

elections in 2017 and if the UK can negotiate a ―soft-exit‖ from the European Union, 

maintaining access to the Single Market thereby not impacting economic growth or new 

lending growth rates in the UK.   

 

Chart 1: 2 year BKIR share price & 20 year bond yields  Chart 2: 2 year price chart of BKIR & GBPEUR 
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Lower minimum capital requirements & dividend distributions 

On the 1st December 2016, BKIR was informed that its Supervisory Review and 

Evaluation Process (SREP) P2R minimum capital requirement for 2017 would be 8.0%.  

Its SREP minimum capital requirement was 10.25% for 2016.  

 

This 8% capital requirements comprises:  

i)  a pillar 1 requirement of 4.5%. 

ii)  a capital conservation buffer of 1.25% (2.50% for 2016). 

iii)  a pillar 2 requirement (P2R) of 2.25%.  

 

The pillar 2 is split into a requirement (P2R) and guidance (P2G), and only the P2R is 

used towards calculating the Maximum Distributable Amount (MDA) before coupons for 

AT1 bond holders are withheld. We forecast the spread between the MDA and the 

Group‘s Transitional CET1 ratio (Cantor forecast at 13.8% at Dec‘16) widened to 

580bps at December 2016. Management intends to maintain a 100bps - 150bps capital 

buffer over its minimum capital requirement of 8% + P2G, which is undisclosed. BKIR 

doesn‘t face any counter-cyclical requirements in 2017. We therefore assume a 12% FL 

CET1 ratio needs to be met before any dividend distributions recommence.  

 

Beginning in H2/19, the European Banking Authority will impose an additional 150bps 

Other Systemically Important Institutions (O-SII) capital buffer, which will be gradually 

phased in between H2/19 and 2021.  

 

BKIR has the lowest SREP minimum P2R capital requirement of the 3 listed Irish banks 

which is a full 100bps below AIB and 125bps below Permanent TSB, reflecting the 

lower balance of NPLs as a percentage of gross loans.  

 

 

 

 

 

 

New mortgage lending forecasts in Ireland  

There are numerous structural headwinds currently impacting the pace of new property 

completions in Ireland from reaching the required 25k-30k necessary to sustain 

economic growth and changes in demographics. These headwinds include limited 

funding availability for property developers, rising costs of new home builds and issues 

relating to planning applications. However, despite structural headwinds we anticipate 

the pace of new home builds to steadily improve out to 2022. 

 

We forecast new home completions of 16,700 in 2017 (+15% YoY), rising to 19,200 

(+15%) in 2018 and 22,050 (+15%) in 2019 shown on chart 5 below.  

 

We forecast new mortgage lending of €6.4bn in 2017 (+15% YoY), increasing to €7.4bn 

(+15%) in 2018 and €9.3bn (+15%) in 2019 shown on chart 6 below.  

SREP Minimum Capital Requirements  2016 2017 

Bank of Ireland  10.25% 8.00% 

AIB Undisclosed  9.00% 

Permanent TSB  11.45% 9.20% 

Chart 3: BKIR & SX7P 2 year share price  Chart 4: BKIR & SX7P 1 year forward Price/ Book Ratio 

Source: Bloomberg, CFI Research  
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The backdrop for further house price gains in Ireland are compelling over the coming 

years. We forecast a 5% p.a CAGR between 2017 - 2019 due to:  

i) The recently launched Help-To-Buy (HTB) scheme for First-Time-Buyers (FTB) 

offering tax rebates of up to €20,000 or 5% up to €500,000 on newly built homes.   

ii) The recent revision by the Central Bank of Ireland (CBI) to its Macro Prudential 

Rules, which enables FTB to drawdown a mortgage with a LTV of up to 90%.  

iii) Strong investor demand for Irish residential and commercial property since the 

UK‘s decision to leave the European Union. 

iv) Numerous structural headwinds mentioned on page 3 restricting supply.  

 

We feel the newly introduce HTB scheme and revised macro prudential rules will 

exacerbate housing demand in Ireland, however this will not resolve the supply side 

problems. Given that the economic fallout post Brexit has been minimal to date in 

Ireland and the UK, we have positively revised higher our new lending growth rates in 

2017 and 2018 to 2% p.a.  

 

 

Competitive landscape & new entrants to Irish mortgage market  

BKIR‘s medium term strategy is to maintain a new lending market share in Ireland 

between 25% - 30%. Its share dropped from 29% in 2015 to 27% in H1/16 as Ulster 

Bank captured market share by broadening its distribution reach through the broker 

channel, which BKIR was forced to stop using in 2013 as part of the revised EU 

restructuring plan for the Group. A recently published newspaper article suggests BKIR 

is due to re-open this channel in Q2/17; however this has subsequently been denied by 

management.  

 

BKIR‘s strategy is currently focused on fixed rate mortgages, supplemented by its 

―Cashback Plus― offer which gives customers a 2% Cashback bonus to the value of 

their mortgage, and a 1% bonus if the customer hasn‘t switched to another mortgage 

provider within the next 5 years. AIB‘s subsidiary, EBS, and Permanent TSB with its ―3 

in 1‖ product compete with BKIR in this ―Cashback‖ space. In H1/16, BKIR‘s new 

mortgage lending split was 65% fixed and 35% variable, which we forecast increasing 

to 75%/ 25% in 2017. BKIR is significantly less competitive in the SVR space, which is a 

secondary focus of the bank and is reflected in higher SVR rate offering.  

 

Competition between the 5 main mortgage providers has intensified in recent months, 

reflected by the continually declining SVR rates on offer, and improvement and 

extension of Cashback offers. We anticipate further pressure on yields in 2017. Pepper 

entered the Irish market in January 2016, and offers competitive variable rates.   

 

 

 

 

 

 

Chart 5: Irish housing completions data (1975 - 2020)   Chart 6: Mortgage lending volumes (€’m) in Ireland 

Source: BPFI, ESRI, CFI Research  
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Net Interest Margin Trajectory 

BKIR‘s Net Interest Margin (NIM) materially improved to 2.23% in Q3/16, from 2.11% in 

H1/16 after the Group redeemed €1.0bn of 10% Contingent Convertibles (CoCos) and 

was successful in the repricing of its UK retail deposits through the UK Post Office 

distribution arm. BKIR operates as a challenger bank in the UK and is a price taker for 

setting deposit rates, and thereby benefitting significantly from the 25bps Base Rate cut 

from the Bank of England (BOE) in August 2016 as UK Clearers aggressive cut deposit 

rates following the BOE‘s loosening.   

 

In the Republic of Ireland, BKIR is a price setter of deposit rates given its size and 

market leading position. In our view, the repricing of deposit liabilities has run its course  

in this low/ negative interest rate environment and we see little to no room for further 

upside potential to NIM as a result. However, BKIR is still paying a meaningful premium 

to core UK banks and further repricing should provide an uplift to NIM in 2017.  

 

The on-going redemption of its Irish mortgage tracker book (€11.5bn at December 

2016) which only currently yields 1.07%, equating to €1.5bn per annum, into higher 

yielding new mortgage lending should support NIM too. While the remaining €694m of 

0.0%  yielding senior NAMA bonds should be fully redeemed by the end of 2017.  

 

Ultimately, we revise our NIM trajectory higher and see BKIR‘s NIM averaging 2.18% in 

2016, rising to 2.24% in 2017 and 2.26% in 2018.  

 

Other Income  

In December 2016, BKIR announced the acquisition of Covestone Asset Management, 

a small asset management company with €100m of funds under management. This is a 

statement of intent from the Group to expand Other Income as a percentage of Total 

Income overtime (Other Income/ Total Income is 23% in 2016). For now, we assume 

this contribution to earnings is minimal between now and 2018, however could provide 

an upside to earnings forecasts if this service gains traction. We also forecast a reduced 

contribution to earnings from  profit on the disposal of AFS assets over our forecast 

horizon.  

 

Costs & IT investment  

BKIR‘s recent investment in Temenos‘ UXP digital banking should improve customer 

engagement, increase cross selling opportunities, and lead to greater retention and 

loyalty in its customer base. This system manages multiple channels consistently 

across one single platform which improves customer experience, but should also lower 

maintenance and development costs over time from 2019 onwards and should also 

manage security easier. Temenos‘ UXP digital banking platform was recently voted as 

one of the market leading providers by Ovum.    

 

Tight cost control is a top priority of senior management. It is in the middle of a 

significant IT investment spend, as it plays catch up with AIB which is ahead of BKIR at 

this point in time. We see a step up in  IT expenditure in 2017 and 2018, and expect the 

expect efficiency gains beginning in 2019 which is outside our forecast horizon. We 

anticipate regulatory costs to remain elevated within an onerous supervisory and 

regulatory environment but to have peaked in 2016.  

 

We forecast a Cost/ Income ratio of 61.4% for 2016, rising to 64.9% by 2018. Stripping 

out regulatory costs, the same ratio is 57.8% for 2016 and 61.6% by 2018, both well 

above of management‘s medium term 50% Cost/ Income ratio target.  

 

  Fixed Term Deposits (AER)  
Notice (Variable 

Return)  

On demand 

(variable)  

As of 20th Dec 2016  3 Mth 6 Mth 12 Mth 24 Mth 31 day   

Bank of Ireland 0.05% 0.10% 0.25% 0.50% 0.10% 0.01% 

AIB 0.05% 0.20% 0.20% 0.25% 0.10% 0.01% 

Permanent TSB  0.15% 0.40% 0.75% 1.00% 0.40% 0.01% 

KBC Ireland 0.15% 0.45% 0.80% 0.80% 0.60% 0.01% 
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Asset Quality & Provision Write backs 

We revised the pace of reducing NPLs forecasts higher to €3.7bn from €3.0bn in 2016. 

This represents a 30% reduction in its outstanding balance over the past year. We 

anticipate that this positive trend, which has been in place since June 2013 is set to 

continue till 2018, albeit at a much slower pace than seen in 2016. Improving collateral 

prices, increased re-payment capacity of its customer base and the sustainable 

resolutions put in place for distressed customers are the core drivers of this improving 

asset quality trend. Our view was echoed by management in their Q3/16 IMS update in 

November 2016.  

 

We conservatively forecast a further €2bn reduction in 2017 and €1bn in 2018 as the 

Group continues to apply sustainable resolutions to its distressed customers. This 

leaves the balance of NPLs declining to €8.3bn by year-end 2016, representing 9.7% of 

gross loans. By 2018, we forecast this ratio dropping to 6% by 2018, much closer to 

average rate seen across the Eurozone.   

 

We forecasts the pace of impairment write backs picking up in 2017 and 2018, due to 

the staggered 4 year period in which bad debt provisions are released as its customers‘ 

loans move from a non-performing into probationary status, and after 12 months of 

meeting a newly agreed upon repayment schedule are then reclassified as performing, 

thus allowing provision releases previously associated with these loans.  

 

 

Share holder distributions  

Given that BKIR has significantly de-risked its balance sheet, normalised its funding 

structure and returned to an organic capital generating bank, the next big hurdle for 

management to achieve is to become a sustainable dividend paying stock. This would 

attract new investor interest in the stock from fund managers whose investment 

mandate requires a sustainable income stream. Between 2000—2008, BKIR averaged 

a dividend pay-out ratio of 37.5%.  

 

We assume management‘s internal capital requirement before reinstating a sustainable 

dividend is a Fully Loaded CET1 ratio  12%, which incorporate a 100bps—150bps 

capital buffer. We forecast management will reinstate an interim dividend relating to 

H1/17‘s results payable in H2/17. We model an initial dividend pay-out ratio of just 25% 

for H1/17 and full year 2017, increasing to 37.5% by 2018 in-line with historical 

averages, and potentially rising to management‘s 50% target by 2019. By H1/17, the 

Group should have generate an additional 60bps of organic Fully Loaded CET1 capital 

and will have sufficient capital buffers in place.   

 

In November 2016, Ulster Bank announced a €1.5bn dividend to its parent, Royal Bank 

of Scotland. Similarly for AIB, we bring forward our expectation of dividend relating to 

FY16 given its strong capital position and it will likely benefit from a similar pension 

deficit reversal that BKIR looks set to benefit from and will be a key selling feature of 

AIB IPOs in 2017.  
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Valuation 

We update our sustainable returns model, and make slight adjustments to our Return 

on Equity (ROE), and Cost of Equity (COE) assumptions. We calculate excess capital 

above a FL CET1 ratio of 12% (previously 11.5%). Given that the economic fallout from 

the UK‘s decision to leave the European Union has been minimal on the UK and Irish 

economies to date, we reduce our COE input from 10% to 9.5%, which represents a  

substantial 270bps premium over BKIR‘s AT1 security which currently yields 6.8%.  

 

We have positively revised our ROE input to 8.8% from 8.0% and maintain our long 

term growth assumption at 2.5%. A long term growth assumption between 1%-3% has 

minimal impact on our 12 month target price. Plugging in these updated input variables 

into our model increases the fair value Price/ Book multiple to be applied to FY18e 

adjusted TNAV per share from 0.75x to 0.90x.  

 

We assume 1.5c of surplus capital above a FL CET1 ratio of 12% and forecast 1.4c of 

total dividend payments in 2017 & 2018. The net result of these changes increases our 

12 month target price by 14.2% to 27.2c from 23.8c. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sensitivity Analysis Tables 

The sensitivity analysis table below shows a range of potential 12 month target prices 

given changes to our ROE and COE input assumptions.  

 

 

 

 

 

 

 

 

 

 

 

The table below show the range of fair value Price/Book ratios to be applied to the 

adjusted 2018 TNAV assuming a different range of ROE and COE inputs.  

 

 

 

 

 

 

 

 

 

 

 

 

7.5% 8.1% 8.5% 8.8% 9.5% 10.0% 10.5%

7.5% 1.00x 1.12x 1.20x 1.26x 1.40x 1.50x 1.60x

8.0% 0.91x 1.02x 1.09x 1.15x 1.27x 1.36x 1.45x

8.5% 0.83x 0.93x 1.00x 1.05x 1.17x 1.25x 1.33x

9.0% 0.77x 0.86x 0.92x 0.97x 1.08x 1.15x 1.23x

9.5% 0.71x 0.83x 0.86x 0.90x 1.00x 1.07x 1.14x

10.0% 0.67x 0.75x 0.80x 0.84x 0.93x 1.00x 1.07x

10.5% 0.63x 0.70x 0.75x 0.79x 0.88x 0.94x 1.00x
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) Return on Equity (RoE)

7.5% 8.1% 8.5% 8.8% 9.5% 10.0% 10.5%

7.5% 30.1 33.3 35.5 37.1 41.0 43.7 46.8

8.0% 27.6 30.6 32.6 34.0 37.5 40.0 42.4

8.5% 25.6 28.3 30.1 31.4 34.6 36.9 39.1

9.0% 23.8 26.3 28.0 29.3 32.2 34.3 36.7

9.5% 22.3 24.7 26.2 27.4 29.9 32.0 34.0

10.0% 21.0 23.2 24.7 25.7 28.3 30.1 31.9

10.5% 19.9 21.9 23.3 24.3 26.7 28.4 30.1
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E
)

Return on Equity (RoE)

Sustainable Returns Valuation Model Inputs 

2018F TNAV per share  28.8 

Return of surplus capital above 12%  1.5 

Adjusted TNAV per share 27.3 

    

RoE 8.8% 

Long-term growth  2.5% 

CoE 9.5% 

Fair value Price/Book multiple 0.90x 

    

Dividends Per Share (2017-2018) 1.4 

Implied value per share 27.5 

Implied value per share discounted to 12m forward 27.2 
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Risks 

Upside: (i) a continued recovery in collateral values, leading to more aggressive write 

backs on provisions; (ii) a stronger macroeconomic backdrop in Ireland and the UK than 

our baseline projections; (iii) stronger pace of new loan growth formation; (iv) a 

strengthening of the pound against the euro; (v) a continuation of the recent rising yield 

environment and steeper yield curves supporting its NIM trajectory and reducing the 

size of its pension deficit.  

 

Downside: (i) weak credit demand from individuals and corporates due to on-going 

deleveraging; (ii) slow down in economic growth in the UK and Ireland following 

challenging Brexit negotiations; (iii) contagion risks associated with the NPLs issue in 

Italy impacting sentiment towards the broader European banking sector; (iv) Central 

Bank or governmental interference in setting interest rate cap on SVR mortgages; (v) 

new challenger mortgage providers entering the market pressuring yields.  

 

 

Key Financial Model Forecast Changes 

The table below summarises the key changes between our most recent forecasts and 

our last forecasts published in our previously issued note ―Brexit Aftermath: Significant 

negativity reflected in the price‖ from July 2016.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  Old Assumptions (Jul'16)  New Assumptions  % Change  Absolute Change (€’m) 

Financial Metrics 2016 2017 2018   2016 2017 2018   2016 2017 2018   2016 2017 2018 

Net Interest Income (NII) 2,312 2,268 2,333   2,346 2,336 2,392   1.5% 3.0% 2.5%      34       68         59  

Other Income  718 683 697   718 683 697   0.0% 0.0% 0.0%   (0)     (0)       (0) 

Operating Cost -1872 -1898 -1915   -1882 -1979 -2007   0.6% 4.3% 4.8%       (10)     (81)      (92) 

Cost of risk (€'M) -258 -259 -262   -213 -186 -194   -17.4% -28.2% -25.8%        45       73         68  

Profit After Tax 781 654 705   839 706 735   7.5% 8.0% 4.3%        58       52         30  

EPS 2.4 2.0 2.2   2.6 2.2 2.3   7.6% 9.1% 3.3%       0.2      0.2        0.1  

DPS 0.4 0.6 1.1   0.0 0.5 0.9   -100.0% -9.1% -22.5%      (0.4)    (0.1)     (0.2) 

NIM assumption 2.14% 2.17% 2.22%   2.18% 2.24% 2.26%   0.02% 0.03% 0.02%   0.04% 0.07% 0.04% 

                                

Loan Growth % change  0.00% 0.50% 1.00%   1.00% 2.00% 2.00%   1.00% 1.01% 1.01%         

Gross Loans (€'Bn) 85,995 86,425 87,289   85,195 86,899 88,637   -0.9% 0.5% 1.5%     (800)    474    1,348  

Net Loans (€'Bn) 80,323 81,006 82,142   79,502 81,392 83,324   -1.0% 0.5% 1.4%     (821)    386    1,182  

Cash & Liquid Assets 24,197 23,503 23,503   24,197 23,503 23,503   0.0% 0.0% 0.0%         -                       

Interest Earning Assets 104,520 104,509 105,645   103,699 104,895 106,827   -0.8% 0.4% 1.1%     (821)    386    1,182  

Average IEA  108,016 104,514 105,077   107,605 104,297 105,861   -0.4% -0.2% 0.7%     (411)   (217)      784  

RWAs 52,910 52,871 54,480   52,560 53,025 55,078   -0.7% 0.3% 1.1%     (350)    154       598  

                                

Customer Deposits 78,152 78,934 79,723   77,543 79,094 80,676   -0.8% 0.2% 1.2%     (609)    160       953  

Subordinated Loans 2,440 2,440 2,440   2,440 2,440 2,440   0% 0% 0%         -          -            -    

Funding  11,331 9,538 9,210   11,000 9,538 9,210   -3% 0% 0%     (331)       -            -    

Retained Earnings  5731 6269 6778   5789 6496 7005   1.0% 3.6% 3.3%        58     227       227  

https://cantorfitzgerald.ie/wp-content/uploads/2016/12/pdf-brexit-aftermath-130716.pdf
https://cantorfitzgerald.ie/wp-content/uploads/2016/12/pdf-brexit-aftermath-130716.pdf
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Income Statement (€'m) 2013 2014 2015 2016F 2017F 2018F 

Net interest income 2,133 2,358 2,454 2,361 2,336 2,392 

Other income 642 653 828 718 683 697 

Total income 2,646 2,974 3,272 3,064 3,019 3,089 

Operating expenses -1,576 -1,673 -1,821 -1,882 -1,979 -2,007 

Pre-provision profits 1,070 1,301 1,451 1,181 1,040 1,083 

Impairment charge -1,665 -542 -296 -213 -186 -194 

Underlying profit/loss -564 921 1,201 1,018 904 939 

Associates 31 92 46 50 50 50 

Exceptionals 44 -1 31 75 0 0 

Profit Before Tax (PBT) -520 920 1,232 1,093 904 939 

Tax 34 -134 -285 -164 -136 -141 

Profit After Tax (PAT) -486 786 947 929 769 798 

AT1 Coupons       90 62 62 

Net Attributable Profit -483 786 940 839 706 735 

              

Basic EPS (c) -2.3 2.0 2.3 2.6 2.2 2.3 

Dividend per share (c) 0.0 0.0 0.0 0.0 0.5 0.9 

Dividend Payout Ratio 0% 0% 0% 0% 25% 38% 

Weighted average no. of shares (m)         30,252           32,345          32,346          32,363        32,363        32,363  

             

Balance Sheet (€'m) 2013 2014 2015 2016F 2017F 2018F 

Gross loans 84,514 82,118 84,689 79,502 81,392 83,324 

Financial instruments AFS  12,104 13,580 10,128 9,500 9,500 9,500 

Held To Maturity (HTM) 0 0 1,922 1,922 1,922 1,922 

NAMA senior bonds 3,957 2,374 1,414 694 0 0 

Other Cash and liquid assets 11,759 10,289 11,478 12,081 22,500 22,500 

Non Interest Earning Assets 12,989 13,468 12,093 12,445 12,354 12,261 

Total assets 132,137 129,800 130,960 125,144 126,249 128,088 

Average Interest Earning Assets 114,759 108,982 109,569 107,605 104,297 105,861 

              

Customer deposits 73,867 74,837 80,164 77,079 78,559 80,139 

Debt securities in issue 15,280 16,040 13,243 11,000 9,538 9,210 

Total liabilities 124,268 121,053 121,847 115,704 116,103 117,433 

Shareholders' equity 7,875 8,753 8,372 8,698 9,405 9,914 

AT1 Capital  0 0 740 740 740 740 

Total capital 7,730 9,441 9,559 9,710 8,689 10,192 

Total liabilities & equity 132,137 129,800 130,960 125,144 126,249 128,088 

RWA 54,800 51,600 53,300 52,560 53,025 55,078 

RWAs/Total assets (RWA intensity)  41.5% 41.5% 42.0% 42.0% 42.0% 43.0% 

Fully Loaded CET1 Ratio %  6.3% 9.3% 11.2% 12.1% 13.1% 12.9% 

Transitional CET1 Ratio %  12.3% 11.8% 13.3% 13.8% 14.6% 14.4% 

Total capital Ratio %   12.1% 15.0% 16.5% 17.5% 17.0% 

              

Key Financial Metrics 2013 2014 2015 2016F 2017F 2018F 

Net interest income growth (%) 22% 11% 4% -4% -1% 2% 

Operating profit growth (%) 76% 277% 34% -11% -17% 4% 

Non-Constant Currency Loan growth (%)  -8.8% -2.8% 3.1% -6.1% 2.4% 2.4% 

RoE  -5.6% 10.0% 10.8% 10.0% 8.1% 8.1% 

RoA -0.4% 0.6% 0.7% 0.7% 0.6% 0.6% 

NIM  1.84% 2.11% 2.19% 2.18% 2.24% 2.26% 

Cost/ Income ratio (Incl. regulatory costs)  60% 56% 56% 61% 66% 65% 

Cost/ Income ratio (Excl. regulatory costs)  59% 54% 53% 58% 62% 62% 

NPLs/ Gross Loans  17.0% 17.6% 13.2% 9.7% 7.2% 6.0% 

Loan-to-deposit ratio 114% 110% 106% 103% 104% 104% 

              

Key Valuation Metrics 2013 2014 2015 2016F 2017F 2018F 

Price/ Earnings  -15.0x 9.9x 8.3x 9.2x 11.0x 10.6x 

TNAV per share 19.1 21.6 24.1 25.3 27.3 28.8 

Price/TNAV 1.26x 1.11x 1.00x 0.95x 0.88x 0.83x 

Dividend yield 0.0% 0.0% 0.0% 0.0% 2.3% 3.6% 
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