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IRISH ECONOMY ECONOMIC RESEARCH

In conversation with Minister for
Finance Paschal Donohoe

THE DAVY VIEW

Ireland’s Minister for Finance and Public Expenditure Paschal
Donohoe gave a wide-ranging interview to Bernard Byrne, Davy’s
Head of Capital Markets (click here for full interview). The
government’s position is clear — Ireland entered this crisis in a
strong financial position. The dynamics of the economy remain
resilient, with the public finances capable of supporting a
sustainable and safe recovery and the banking system more than

adequately capitalised to support and benefit from this recovery.
]

Sustainability at the core of reopening plan

The minister addressed the relative speed of the Irish government’s reopening
plan. The objective is to get it right first time, restoring consumer confidence by
minimising the risk of a second health scare. He believes the long-term benefits of
a sustainable recovery outweigh the short-term gains from a speedy but imperfect
reopening. At the same time, he did not rule out accelerating the reopening plan if
the medical outcomes supported that. To date, most of the support schemes have
been directed towards workers through direct income payments or subsidies. It is
clear that existing business support mechanisms can and will be extended to
ensure recovery in the SME sector. Income supports and subsidies will be
replaced steadily as employment levels recover.

Public finances capable of supporting a sustainable,
safe recovery

The public finances entering this crisis were the strongest in years, with a budget
surplus in each of the last two years. This will allow the government to continue to
support the economy to the extent necessary and “restore public finances at the
appropriate time”. The construction sector will likely be a beneficiary of this
stimulus, both in terms of public infrastructure and the housing market.

Banking system primed to support and benefit from

recover . )

y See the end of this report for important
The minister was very positive on the Irish banking sector in terms of disclosures and analyst certification. All
capitalisation and its ability to support economic recovery. The ability of the bank authors are Research Analysts unless

system to weather this crisis is due in no small part to the capital rules put in place otherwise stated.

in recent years. Referring to the risk that Irish banks may take a higher share of
losses, the minister cited the success of and adherence to the shareholder
framework, which has been in place for some time and is expected to continue.
Supports for consumers and SMEs alike will clearly help minimise non-performing
loans (NPLs). The banks will be key beneficiaries of the sustained recovery in the
Irish economy.
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Important Disclosures

Analyst Certification

Each research analyst primarily responsible for the content of this research report certifies that: (1) the views expressed in this research report accurately
reflect his or her personal views about any or all of the subject securities or issuers referred to in this report and (2) no part of his or her compensation was,
is or will be, directly or indirectly related to the specific recommendations or views expressed in this report.

Investment ratings

A summary of existing and previous ratings for each company under coverage, together with an indication of which of these companies Davy has provided
investment banking services to, is available at www.davy.ie/ratings.

Investment ratings definitions

Davy ratings are indicators of the expected performance of the stock relative to its sector index (FTSE E300) over the next 12 months. At times, the
performance might fall outside the general ranges stated below due to near-term events, market conditions, stock volatility or — in some cases — company-
specific issues. Research reports and ratings should not be relied upon as individual investment advice. As always, an investor's decision to buy or sell a
security must depend on individual circumstances, including existing holdings, time horizons and risk tolerance.

Our ratings are based on the following parameters:

Outperform: Outperforms the relevant E300 sector by 10% or more over the next 12 months.
Neutral: Performs in-line with the relevant E300 sector (+/-10%) over the next 12 months.
Underperform: Underperforms the relevant E300 sector by 10% or more over the next 12 months.
Under Review: Rating is actively under review.

Suspended: Rating is suspended until further notice.

Restricted: The rating has been removed in accordance with Davy policy and/or applicable law and regulations where Davy is engaged in an investment
banking transaction and in certain other circumstances.

Distribution of ratings/investment banking relationships

Investment banking services/Past 12 months

Rating Count Percent Count Percent
Outperform 65 64 33 89
Neutral 31 30 3 8
Underperform 3 3 0 0
Under Review 2 2 1 3
Suspended 0 0 0 0
Restricted 1 1 0 0

This is a summary of Davy ratings for all companies under research coverage, including those companies under coverage to which Davy has provided
material investment banking services in the previous 12 months. This summary is updated on a quarterly basis. The term 'material investment banking
services' includes Davy acting as broker as well as the provision of corporate finance services, such as underwriting and managing or advising on a public
offer.

Regulatory and other important information

J&E Davy, trading as Davy, is regulated by the Central Bank of Ireland. Davy is a member of Euronext Dublin, the London Stock Exchange and BATS Chi-
X. In the UK, Davy is authorised by the Central Bank of Ireland and authorised and subject to limited regulation by the Financial Conduct Authority. Details
about the extent of our authorisation and regulation by the Financial Conduct Authority are available from us on request. No part of this document is to be
reproduced without our written permission. This publication is solely for information purposes and does not constitute an offer or solicitation to buy or sell
securities. This document does not constitute investment advice and has been prepared without regard to the individual financial circumstances and
objectives of persons who receive it. The securities/strategy discussed in this report may not be suitable or appropriate for all investors. The value of
investments can fall as well as rise and there is no guarantee that investors will receive back their capital invested. Past performance and simulated
performance is not a reliable guide to future performance. Projected returns are estimates only and are not a reliable guide to the future performance of this
investment. Forecasted returns depend on assumptions that involve subjective judgment and on analysis that may or may not be correct. Any information
related to the tax status of the securities discussed herein is not intended to provide tax advice or to be used as tax advice. Tax treatment depends on
individual circumstances and may be subject to change. You should consult your tax adviser about the rules that apply in your individual circumstances.

This document has been prepared and issued by Davy on the basis of publicly available information, internally developed data and other sources believed
to be reliable. While all reasonable care has been taken in the preparation of this document, we do not guarantee the accuracy or completeness of the
information contained herein. Any opinion expressed (including estimates and forecasts) may be subject to change without notice. We or any of our
connected or affiliated companies or their employees may have a position in any of the securities or may have provided, within the last twelve months,
significant advice or investment services in relation to any of the securities or related investments referred to in this document.
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While reasonable care has been taken in the preparation of the information contained in this document, no warranty or representation, express or implied,
is or will be provided by Davy or any of its shareholders, subsidiaries or affiliated entities or any person, firm or body corporate under its control or under
common control or by any of their respective directors, officers, employees, agents, advisers and representatives, all of whom expressly disclaim any and
all liability for the contents of, or omissions from, this document, the information or opinions on which it is based and/or whether it is a reasonable summary
of the securities in this document and for any other written or oral communication transmitted or made available to the recipient or any of its officers,
employees, agents or representatives.

Neither Davy nor any of its shareholders, subsidiaries, affiliated entities or any person, form or body corporate under its control or under common control or
their respective directors, officers, agents, employees, advisors, representatives or any associated entities (each an "Indemnified Party") will be responsible
or liable for any costs, losses or expenses incurred by investors in connection with the information contained in this document. The investor indemnifies and
holds harmless Davy and each Indemnified Party for any losses, liabilities or claims, joint or several, howsoever arising, except upon such Indemnified
Party’s bad faith or gross negligence.

Share ownership policy

Davy allows analysts to own shares in companies they issue recommendations on, subject to strict compliance with our internal rules governing own-account
trading by staff members. We are satisfied that our internal policy on share ownership does not compromise the objectivity of analysts in issuing
recommendations.

Conflicts of interest

Our conflicts of interest management policy is available at www.davy.ie/ConflictsOfinterest.

Other important disclosures

This report was completed on May 28 2020 at 07:06 IST/BST. It was issued on May 28 2020 at 07:15 IST/BST.

US Securities Exchange Act, 1934

This report is only distributed in the US to major institutional investors as defined by S15a-6 of the Securities Exchange Act, 1934 as amended. By accepting
this report, a US recipient warrants that it is a major institutional investor as defined and shall not distribute or provide this report, or any part thereof, to any
other person.

Distribution of research to clients of Davy Securities in the US

Davy Securities distributes third-party research produced by its affiliate, J&E Davy.

Davy Securities is regulated by the Central Bank of Ireland. Davy Securities is a member of FINRA and SIPC.

Confidentiality and copyright statement

Davy, Research Department, Davy House, 49 Dawson St., Dublin 2, Ireland. Confidential © Davy 2020.
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