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Research Update:

AIB Group PLC Assigned 'BB+/B' Ratings;
Outlook Positive

Overview

e W are assigning our 'BB+/ B long- and short-termissuer credit ratings
to newy established AIB G oup PLC, the Irel and-based nonoperating
hol di ng conpany (NOHC) of Allied Irish Banks PLC (Al B)

» The ratings are based on our view of AIB's intrinsic creditworthiness and
constrained by the structural subordination of the NOHC s creditors.

 The positive outlook reflects that we could inprove our view of the Irish
banki ng i ndustry risk and, in turn, the banking group's unsupported group
credit profile over the next two years.

Rating Action

On March 12, 2018, S&P G obal Ratings assigned its 'BB+/ B |ong- and
short-termissuer credit ratings (ICRs) to Irel and-based nonoperating hol di ng
conpany AIB Group PLC (the NOHC). The outl ook is positive.

Rationale

The rating reflects the NOHC s position as the i medi ate parent of Allied
Irish Banks PLC (AIB), a leading Irish bank, as well as our view of the
group's creditworthiness, which is constrained by the structural subordination
of the NOHC s creditors.

Al B recently conpleted a corporate reorganization that led to the creation of
AlB Group PLC as the group's listed holding company. As the NOHC, it
consolidates AIB, which is the principal operating subsidiary, representing
100% of the group's total assets. The group's only investnent is its stake in
AlB, and there is no double | everage at the NOHC. W expect the NOHC to
downstream i ssued debt and equity capital to its operating subsidiary and
that, over time, it will becone a key vehicle for the group's issuance of
long-terminstrunents designed to absorb | osses, whether on a goi ng-concern or
nonvi ability basis.

Because we regard AIB Group PLC as a NOHC, we do not assign it a group status,
as we would for an operating subsidiary. Rather, the starting point for the

ICR on the NOHC is based on AIB's group credit profile (GCP), which we assess
at 'bbb-'. W set the ICR on the NOHC one notch below the GCP, reflecting the
structural subordination of the NOHC s creditors--in other words, our view of
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increnentally higher credit risk for the NOHC relative to its principa
operati ng bank, AlB.

The ratings on both the NOHC and Al B do not benefit from any external support,
not ably under our additional |oss-absorbing capacity (ALAC) criteria. In tine,
it is possible that we could revise this stance, for exanple, if it becones
clear that the group will build a sizable buffer of |oss-absorbing capacity
designed to enable a recapitalization rather than a liquidation if it becones
nonvi abl e. However, even if we included such uplift, this would benefit only
the ratings on AIB (which undertakes the systemcally inportant functions),
not the NOHC (which could well default in such a scenario). This approach
woul d be consistent with the one we take for other banking group NOHCs, for
exanple in the UK, the U S, and Switzerl and.

Outlook

AIB Group PLC

The positive outlook on AIB Group PLC reflects that we may inprove our view of
Irish banking industry risk over our two-year outlook horizon. This could |ead
us to revise upward our assessment of the unsupported GCP by one notch to
"bbb', and therefore raise the ratings.

Wiile less likely in the short term we could also revise our view of the
unsupported GCP upward if the group continued to nmake steady progress in
reducing its stock of nonperform ng assets, such that its asset quality
nmetrics inmproved to levels nore aligned with those of peers in the com ng
18- 24 nont hs.

We coul d revise the outlook to stable if our view of Ireland s banking

i ndustry risk worsened. We could also revise the outlook to stable if the
group's capital managenent becanme nore aggressive as it gradually returns to
full private ownership, such that we no | onger believed its risk-adjusted
capital ratio would sustainably exceed 10%

Allied Irish Bank PLC

The positive outlook on AIB, the prinmary operating conpany of the group,
mrrors that on the NOHC. Accordingly, we could lower or raise the ratings if
we revised our assessnent of the unsupported GCP upward or downward, as
expl ai ned above.

We could also raise the ratings on AIB if we included one notch of uplift for
ALAC support in the long-termrating on the bank. This depends on the bank's
i ssuance plans regarding the m ninmumrequirenent for own funds and eligible
l[iabilities. In addition, the bank's ALAC buffer would need to exceed our
threshol d of 5% for a bank with an anchor of 'bbb-' or higher. ALAC support
woul d only benefit the ratings on the operating conpany, AlB, because we do
not include notches for ALAC support in our long-termrating on NOHCs.
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Ratings Score Snapshot

AlB Group PLC. BB+/ Positivel/B
Allied Irish Bank PLC: BBB-/ Posi tive/ A-3

Goup Credit Profile

Anchor bbb-

Busi ness Position Adequat e (0)

Capital and Earnings Strong (1)

Ri sk Position Moderate (-1)

Fundi ng and Aver age

Liquidity and Adequate (0)
Support* 0

ALAC Support 0

GRE Support 0

G oup Support 0

Sover ei gn Support 0

Addi ti onal Factors 0

*We do not include any external support in our ratings on the NOHC or the
operating subsidiary.

Related Criteria

e Criteria - Financial Institutions - General: Risk-Adjusted Capital
Framewor k Met hodol ogy, July 20, 2017

e CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

e Criteria - Financial Institutions - Banks: Bank Rating Methodol ogy And
Assunptions: Additional Loss-Absorbing Capacity, April 27, 2015

e Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nat ed Debt Methodol ogy And Assunptions, Jan. 29,
2015

e CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e CGeneral Criteria: Methodology: Use O 'C And 'D |Issue Credit Ratings
For Hybrid Capital And Paynent-In-Kind Instrunents, Cct. 24, 2013

e« Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rati ng Banks d obal ly: Methodol ogy And Assunptions, July 17, 2013

e« Criteria - Financial Institutions - Banks: Banks: Rating Methodol ogy And
Assunptions, Nov. 9, 2011

e Criteria - Financial Institutions - Banks: Banking Industry Country Ri sk
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Assessnent Met hodol ogy And Assunptions, Nov. 9, 2011
e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

e Criteria - Financial Institutions - Banks: Comercial Paper |: Banks,
March 23, 2004

Ratings List

New Rati ng

AlB G oup PLC
I ssuer Credit Rating BB+/ Posi tive/ B

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDirect at ww. capitaliqg.com Al ratings affected by this rating action
can be found on the S& G obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng S& d obal Ratings numnbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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