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Overview

Economy continues to expand at a robust pace, in its 5" year of recovery

W GDP growth of 5.1% last year, 4.9 % growth in 2017 ,3.9% in 2018
W Exports are performing well but domestic demand accounts for most of the growth
® Employment growing strongly, unemployment falling sharply

GDPis distorted by the multinational sector

m Overstates the strength of the recovery -26% growth in 2015
B Understated the extent of the crisis - resilient exports offset a collapse in domestic demand

Underlyingindicators are more informative

W Labour market indicators - employment and unemployment
B Underlying domestic demand - consumer spending and underlying investment
m GNI*

Inflation
m Inflation below euro area average, sterling decline feeding through to goods prices, services inflation moderate except for rents




Forecast Summary - robust outlook driven by domestic expenditures (consumption and investment)

Outlook | GDP Growth
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« Employment and (underlying) domestic demand intrinsically linked

Domestic Expenditure and Employment
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Employment Level
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« Strongrecovery in employment but not yet at pre-crisis peak
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« Employment nearly back to pre-crisis peak...certain regions lagging behind however

105
m 2007 = 2012 = 2017

100
9
9
8
| | | |
.

Border Midland West Dublin Mid-East Mid-West  South-East South-West State

2007 =100
an o o

o

w




« Consumption returning to pre-crisis peak.... but investment recovery skewed by multinationals

Consumption per capita (volumes) Investment (volumes)
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» Wages and incomes recovering following the crisis... consumer price inflation remains subdued

Consumption and Incomes Wages
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« EarlyBrexitimpact - exchange rate pass through to inflation

. . . Sterling Contribution to Inflation Dynamics
Inflation Contributions
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Risks to the Outlook

W Brexit
WRisks become more acute in 2019 and 2020
WEarly signs in exchange rate movements
WIndigenous sectors and certain regions more exposed to Brexit.

®Domestic economy

® Domestic demand could be stronger than anticipated
with knock-on implications for the labour market and wages

W Housing Market

W Can the economy accommodate the required increase in construction activity while avoiding overheating?
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Household Credit Trends

Presentation to the Civil Society Roundtable meeting, Central Bank of Ireland
Reamonn Lydon, Tara Mcindoe-Calder and Jane Kelly, 15t December 2017
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% of households with debt - Ireland similar to UK, in some respects

% of households holding any debt, by age

(o)
100% ... but typeof debt held quite different
80% — « Less unsecured/student debt in Ire
* More likely to be mortgage debt
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https://centralbank.ie/docs/default-source/publications/quarterly-bulletins/quarterly-bulletin-signed-articles/the-balancing-act---household-indebtedness-over-the-lifecycle.pdf?sfvrsn=6

Irish debt /eve/stew higher (also after taking account of income)

Median value of debt holdings ' / '
(conditional on having debt, € thousands) Median debt-to-income ratio (%)

€160 _ — UK 250%
€140 I Us =—EA : -\ i —,
€120 ] \\ 200% I\
€100 | N\ 1509% / \

€80 !

€60 100%

€40 £0%

€20 )

€0 0% o= g

X0 o) @ W @ O @ Ax A
vV Y s N X 9 9 o o AT AT S
S ST S ST F A AT T

2 Banc Ceannais na hEireann
@‘%‘/ Central Bank of Ireland Source: Fasianos, Lydon & Mclndoe-Calder (QB 2017)
\-\‘q§‘! y Eurosystem Data 2013-14



https://centralbank.ie/docs/default-source/publications/quarterly-bulletins/quarterly-bulletin-signed-articles/the-balancing-act---household-indebtedness-over-the-lifecycle.pdf?sfvrsn=6

Ireland has one of the fastest rates of deleveraging in Europe

250 What's hiding behind the aggregates?
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https://centralbank.ie/docs/default-source/publications/economic-letters/vol-2017-no-11-debt-giveth-and-debt-taketh-away-mortgage-debt-burdens-in-ireland-(mcindoe-calder).pdf?sfvrsn=4

Despite high debt-levels, repayment burden similar to other countries

Median debt-service (debt repayment/gross income), by age (2013)
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https://centralbank.ie/docs/default-source/publications/quarterly-bulletins/quarterly-bulletin-signed-articles/the-balancing-act---household-indebtedness-over-the-lifecycle.pdf?sfvrsn=6
https://www.centralbank.ie/news/article/department-of-finance-publishes-report-on-mortgage-arrears

Housing costs on the rise since 2010 (household budget survey)

Mortgage repayments as a share (%) of total Rent as a share (%) of total household
household expenditure expenditure
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Source:HBS 1987-2015; mortgage and renter households respectively.
For comparison, the proportion of total expenditure on food for mortgage and renters in 2015/16 was 16 and 20% respectively (medians).



http://www.cso.ie/en/releasesandpublications/ep/p-hbs/hbs20152016/

Summary

W Credit conditions:
M First-time buyers much larger share of mortgage credit in recent years (~50%)
M Mortgage measures provide a buffer against shocks (price and income)
W Arrears
M Reduction - employment growth & sustainable solutions
M Burden
B Low inflation over past 10 years means rea/burden of debt repayments remains high.
W Long loan lengths & large originating loan balances mean many households have large outstanding balances
to pay down.

B Incomes - employment growth the primary driver, wage growth...
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Central Bank Publications

M “The balancing act: household indebtedness over the lifecycle”, Fasianos, Lydon & Mclndoe-Calder
B Household Credit market report (2017H2)

B Review of Mortgage Measures

B “Revised mortgage measures: a six-month snap shot”, Economic Letter2017, Kinghan, Lyons & McCarthy

M Report on Mortgage Arrears

B “Resolving a non-performing loan crisis: the ongoing case of the Irish mortgage market” (McCann, Sep 2017)

B Mortgage Interest Rates Report
B “Debt Giveth and Debt Take it Away”, Economic Letter2017, Mclndoe-Calder.
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https://www.centralbank.ie/docs/default-source/publications/quarterly-bulletins/quarterly-bulletin-signed-articles/the-balancing-act---household-indebtedness-over-the-lifecycle.pdf?sfvrsn=6
https://www.centralbank.ie/docs/default-source/publications/household-credit-market-report/household-credit-market-report-2017h2.pdf?sfvrsn=4
https://centralbank.ie/financial-system/financial-stability/macro-prudential-policy/mortgage-measures
https://centralbank.ie/publication/economic-letters/revised-mortgage-measures-a-six-month-snapshot
https://www.centralbank.ie/news/article/department-of-finance-publishes-report-on-mortgage-arrears
https://centralbank.ie/docs/default-source/tns/events/presentation---resolving-a-non-performing-loan-crisis.pdf?sfvrsn=2
https://www.centralbank.ie/news/article/research-on-mortgage-interest-rate-types-in-ireland
https://www.centralbank.ie/news-media/press-releases/economic-letter-mortgage-debt-burdens-in-ireland

RESOURCES

B QUARTERLY BULLETINS

B MACRO FINANCIAL REVIEWS

B ECONOMICLETTERS

B RESEARCH TECHNICAL PAPERS

W STATISTICS

m HOUSEHOLD CREDIT MARKET REPORT
B MORTGAGE MEASURES
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https://www.centralbank.ie/publication/quarterly-bulletins
https://www.centralbank.ie/publication/macro-financial-reviews
https://www.centralbank.ie/publication/economic-letters
https://www.centralbank.ie/publication/research-technical-papers
https://www.centralbank.ie/statistics
https://www.centralbank.ie/publication/household-credit-market-report
https://www.centralbank.ie/financial-system/financial-stability/macro-prudential-policy/mortgage-measures
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Regulation and supervision of financial
firmsin Ireland - Consumer Protection

Presentation to the Civil Society Roundtable Meeting
Colm Kincaid, 1st December 2017
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Protectlng Consumers of FlnanC|aI Products

Our approach to consumer protection

Confidence Culture Competition and
Cz;‘nslmersmnust beazi: Consumer Pmtion
to have Confidence in Frms havea I'III'I'IIOIl
financial dedisions they consumer-focused
are making and the firms Cuiture.
they deal with.

Consumer

This framework puts the
Consumer at its centre.

Financial Services
Challenge Compliance Omt-)ud‘s.,‘ ,n s
Firms need to Challenge Appropriate regulatory
themseles and will be ¢ action will be taken where
challenged by us where their Compliance standards

focusisnot on =
notb m
fair are not being met.

outcomes.
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Our desired consumer protection outcomes are:

W A positive consumer focussed culture that is
embedded and demonstrated within all firms.

W A consumer protection framework that is fit for
purpose and ensures that consumers best
interests are protected.

M Regulated firms that are fully compliant with
their obligations and are treating their customers

(existing and new) in a fair and transparent way.




Risk Outlook

) Central Bank of Ireland

1. Impact of a Lack of Consumer Focused Culture in Firms

2. Risks to Consumer Protection from Digitalisation of
Financial Services

3. Financial Vulnerability Caused by Indebtedness & Loan
Arrears

4. Implications for Consumer Protection Arising from Brexit

5. Risks from Ineffective Disclosure and Product Complexity
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Regulation and supervision of financial services firms in Ireland:
Prudential Regulation

Patrick Casey, Registrar of Credit Unions
Presentation to the Civil Society Roundtable - 1 December 2017
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We regulate and supervise a broad range of financial service providers based in Ireland

Aa at 31 December 2016, we regulated and supervised a total of 10,014 financial service providers

_ 141 Other Financial Service Providers

242 Fund Providers

1 Regulated Market

#Z5%, Banc Ceannais na hEireann Notes:
- i Central Bank of Ireland ’
%‘é’%’ 1290 active credit unions at year end 2016
247 life, 98 non life 68 reinsurance
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Financial regulation covers five broad categories

Restoration of this trust is necessary for the delivery of the Central Bank’s vision for financial services as a whole, including banking — specifically, that it functions well, is
well-managed and well-regulated and it serves the needs of the economy and its customers over the long term

Sl sl AML/CTF Infrastructure Macro-Prudential Micro-Prudential

and retail)

e Regulated firms e Anti-money e Payment, e Stability of the e Regulated firms
act in the best laundering and the settlement and financial system are financially
interest of countering of the currency systems sound and safely
consumers financing of are safe, resilient managed

terrorism and efficient

¥

0):)-lail=2 Regulated Firms are Financially Sound and Safely Managed

- Banks, Credit Unions, Insurers and Asset Management

Scope -




Supervisory Approach

Assertive risk-based approach to supervision, underpinned by a credible threat of enforcement

--------

Our supervisory objectives are to ensure that regulated

firms:

: : We want firms to be:
act in the best interests of consumers i

»  Well-managed

 are financially sound and safely managed with sufficient : i Financially sound
financial resources : st

« Serving the needs of the economy
« are well governed, with clear and embedded risk 4

appetites, which drive an appropriate culture » Serving the needs of customers

» have frameworks in place to ensure failed or failing
firms can be resolved in an orderly manner

2%y, Banc Ceannais na hEireann
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Banking Union - the key EU policy response to the recent financial crisis

Three Pillars of EU Banking Union

Single
Resolution Board

Deposit Guarantee

u Single
EUROPEAN CENTRAL BANK

EUROSYSTEM

Supervision Resolution

Capital Requirements

lphiz ! Bank Recovery and
Single Directive & Regulation Resolution Directive
rulebook (CRDIV& CRR) (BRRD)

January 2014 July 2015

Single Supervisory Single Resolution
Centralised Mechanism Mechanism

responsibility (SSM) (SRM)
November 2014 January 2016

Banc Ceannais na hEireann
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Resolution Board

Deposit Guarantee
Scheme Directive
(DGS)

2015

European Deposit
Insurance Scheme
(EDIS)

Not finalised at EU leve/

Significant banks are supervised directly by the
ECRB under the Single Supervisory Mechanism

(other less significant banks are supervised by
the Central Bank)

Bank of Ireland
KBC

A3 Allied Irish Bank
permanent tsb ——

citi

> Ulster Bank

CITIBANK®
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Credit unions are a key component of the Irish financial services landscape

Credit unions - key stats Credit union - national footprint

Number of active credit unions:

2011: 406
2015: 342
Number of Total 2016: 290
members: Assets: 2017272

3.3 million €16.6BN

SRS

Active
Credit
Unions:

272

\/

Total
Savings:

€13.8BN




We are responsible for the regulation & supervision of the credit union sector in Ireland

Central Bank’s Statutory

Mandate

The Central Bank is statutorily
responsible for administering the
system of regulation and supervision

of credit unions, with a view to:

I The protection by each credit union

of the funds of its members; and

1 The maintenance of the financial
stability and well-being of credit

unions generally.

= Banc Ceannais na hEireann
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--------------------

* Our vision for the .
sector is: “Strong crediit ™.

unions in Safe Hand's”

» We seek to implement

our vision through four
Strategic Priorities

: *» Those priorities

support change within
the sector while
approprlatelymanaglng
risks

The Registry of Credit Unions -
Strategic Priorities

Strong

Supervisory Credit Business Model
Engagement Unions in Development

Safe Hands
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RESOURCES

m CONSUMER HUB

B CONSUMER PROTECTION OUTLOOK REPORT

B ANNUAL PERFORMANCE STATEMENT : FINANCIAL REGULATION 2016-2017
m HOW WE REGULATE

® REGISTRY OF CREDIT UNIONS

m ECB BANKING SUPERVISION

B ANNUAL REPORTS
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https://www.centralbank.ie/consumer-hub
https://www.centralbank.ie/regulation/consumer-protection/consumer-protection-outlook-report
https://www.centralbank.ie/docs/default-source/publications/annual-performance-statement/annual-performance-statement-2016-2017.pdf?sfvrsn=2
https://www.centralbank.ie/regulation/how-we-regulate
https://www.centralbank.ie/regulation/industry-market-sectors/credit-unions
https://www.bankingsupervision.europa.eu/home/html/index.en.html
https://www.centralbank.ie/publication/corporate-reports/annual-reports

