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To be Discussed

» The International Reality
* The Irish Reality

» The housing market

* Financial Variables

» Equity Markets
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The International Reality

Biggest economic & financial crisis since
1930s

Global economy in serious difficulty

Global financial system under serious strain
Personal wealth destroyed

Corporate balance sheets damaged
Investor sentiment very fragile

Massive official policy response

Will take some time to work due to structural
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Prospects for International Recovery

* Very aggressive policy response - but will take
time to work

« Bank balance sheets will have to be repaired
« Personal balance sheets will have to be repaired

« US holds the key - but very different from last
recession

» V-shaped recovery looks very unlikely
« Downward momentum not yet arrested
« 2009 looks set to be very difficult

« Slow gradual recovery unlikely to gain any real
traction until 2010

« Deflation risks very strong & Friends First
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The Global Challenges

* Global recovery prospects?

« Have you ever tried pushing on a piece of
string?

» Adverse exchange rate movements

« The shape of global banking - attitudes to
risk

« Regulatory environment going forward

« Capitalist model under pressure

* Global leadership essential
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The Irish reality

« Economy In deep recession

» Public finances deteriorating rapidly

« Labour market deteriorating rapidly

« Banking system in a very uncertain place
» Lack of confidence in leadership

» Lack of understanding of realities of EMU
membership

« Confidence generally very poor
« Social Partnership model struggling to cope
» Image of Ireland has been badly tarnished
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What do we need to do? Its
Competitiveness Stupid!

Public finances & labour market the key issues

Recession must be used to reduce cost base of
economy - across the board - EMU policy
Implications must be recognised

Taxation v Spending - we must learn from the 1980s
Fiscal reform essential

Infrastructure - human & physical issues must be
addressed

Manage risks carefully - diversification
Address banking issues
Restore ‘image of Ireland’
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An Economy in Recession
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The Housing Market

« Savage correction putting serious pressure
on employment, public finances & growth

« Difficult to measure price in illiquid market

« -35% to date from peak, another 15%
possible

« EXxcess supply/demand constrained
* Forward indicators very weak

* Registrations -66.1%, Commencements -
50.8%

« Completions 50,000 in 2008, 25,000 in 2009
& 25,000 in 2010
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Interest Rates

« ECB 4.25% to 2% - will go lower from here.
* Federal Reserve now at 0 to 0.25%

» Bank of England to cut further from1%

* Economic imperative very compelling
 Liquidity conditions getting gradually better

« Extraordinary times requiring extraordinary
responses
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Equity Markets

« Markets sentiment still very poor
« Sub-prime issues still impacting, but

» Have entered second phase of crisis - real
economic impact - not good

» Global economic background very poor, outlook
still very uncertain

* Very strong official response should eventually
work, but not yet

* Irish market in dire straits

» Fate of banking stocks casting dark shadow over
Irish market
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Equity Markets

FTSE 100
Dow Jones
German DAX
French CAC
Nikkei 225
ISEQ

2008

-66.4%
-33.8%
-40.4%
-42.7%
-42.1%
-66.4%

Jan 1%-Feb 8" ‘09

-3.2%
-5.7%
-3.4%
-3.0%
-8.8%
+5.1%
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ISEQ Index

Last Price 2283 bd
High on 0272007 S9931.05
Avarage F112.73
Low on 01/1909 227584
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ISEQ -~ IRISH OVERALL INDEX  G-1 Daily 1/3/06 10 120009 Copyright 2008 Bloomberg Finance LP.  20-Jan-2008 10:27:34 |95




Dow Jones Industrial Average

Last Price ey & ik g 14000
High on 100307 54 53 g e
Avarage
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FTSE 100

Last Price 4154 96
High on 0BA507  B732.40
Ayerage Sh54.5b
Low on 1152108 3780 56

L4154 o5

Dec3n " Dec2?9 © Decd " Dec 3
2005 2006 2007 2008

LIk -- FTSE 100 INDEX=  G-1 Daily 174505 to 1720004 Copyright 2009 Bloombery Finance LP. 20-Jan-2009 10:32:15
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German DAX

Last Price 4360.61
High an 07A16/07 310569
Awerage B05R, 55
Low on 1152108 412741

36061
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DA - DARIMDER G-1 Daily 173005 to 1720/04 Copyright 2009 Bloomberg Finance LP. 20-Jan-2009 10:33:24




NIKKEI 225

Last Price B0R5. 79
High on 070907 15261.98
Rk |Average 14360.63
% | owoon 1052708 716290
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2005 2006 2007 2005
MKY - MIKKEI 225 G-1 Daily 154705 to 1720009 Copyright 2009 Bloomberg Finance LP. 20-Jan-2009 10:34:43




Weighing up the Odds

POSITIVES

» Lower oll prices

* Lower interest rates

« Strong fiscal stimulus

» Bank re-capitalisation
NEGATIVES

« Massive wealth destruction
» High levels of debt

« Massive banking difficulties
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