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ltem 1.1:
Evolution of Risk sentiment since
February



Exposure of Euro Area counterparties to Russia

Big in Russia ECB Vice President Luis de Guindos

Three large European banks stand out as the most exposed to Russia ] ] L ]

N R _ “The conclusion is, Russia is important in terms of energy markets
W Measure of exposure disclosed by banks . . . . .

€25 bln and commodity prices but in terms of European financial sector

exposure, Russia is not very relevant. And simultaneously the size
of the Russian economy is quite limited, it’s only 2% roughly of the
15 world economy. So the situation, in conclusion, the strains and the
10 tensions that we have seen are not comparable at all to what
happened at the beginning of the pandemic”
(March 10th ECB press conference)
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Note: Measures aren't identical. RBI, SocGen, ING = 'exposure,’ UniCredit = 'loan
position' and 'exposure’, Intesa = 'loans', CA = 'lending commitments', Commerz.
= 'exposure at default' and BNP = 'gross exposures off and on balance sheet'

According to BIS data EU banks with greatest counterparty
exposure to Russia, include French banks ($23.6bn), Italian 7 /\
banks ($23.2bn) and Austrian banks ($17.1bn). Other /A —
exposures are notably smaller as the Dutch banks, German ~

banks and UK banks have all greatly reduced exposures o ¥
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Volatility in Commodity prices

VP De Guindos answered a question on financial stability and referred
to commodity derivatives market therein.

Margin calls are being honoured and ECB are closely monitoring.

Underlying commodities are seeing extreme volatility. Nickel is a high
profile example:

Nickel prices surged on the Russian invasion. It then spiked to
$100,000 a tonne, twice the previous record.

The London Metal Exchange suspended trading on Tuesday after a
250% spike in the price and cancelled several hours of trades.

The market has yet to reopen

The broader point-as articulated by Zoltan Pozsar of Credit Suisse is that
every crisis is caused by one of either collateral losing value or funding
being pulled.

Commodity producers who naturally have long physical
commodities in transit will have short futures positions hedging

Commodities are equivalent to collateral

Many commodity players are Russian or Russia linked so their
capacity to meet margin calls may well be compromised by
sanctions

The concern is that disruption could proliferate into a larger
systemic issue

Higher commodity prices feed directly into headline inflation and
impact consumer sentiment and real incomes very quickly. The chart
(right) of World Food prices shows the extent of the issue.
Ukraine/Russia being the biggest wheat producers.

Second-order effects (Fertilizer producer Yara announced it was
“temporarily curtailing production” at two of its European plants “as a
consequence of record-high natural gas prices in Europe”). Could foster
political instability akin to Arab Spring as a second order effect.
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Daily move in Nickel prices on the London Metal Exchange
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Iltem 1.3: OIS segment



Timing and magnitude of ECB DFR hikes (1)

Cumulative rate hikes priced in bp (end of 2022 & 2023)
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Timing and magnitude of ECB DFR hikes (2)

European Central Bank- Market pricing of rate hikes in bp
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Volatility

3m into 2y normal volatility Schatz Asset swap
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Iltem 1.4: Unsecured segment



Euribor and FRA-OIS spread

3m fixing -0.50, June 2022 -0.34. FRA- OIS Spread — Spot 3m 0.08 and Term 1y 0.14.
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Perceptions on Credit & Liquidity Risk

iTraxx 5y CDS - Investment Grade European Corporate iTraxx 5y CDS - European Senior Financial index
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Uneasiness about the US CP market

90day USD CP/SOFR YTD USD LIBOR-OIS
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This document has been co-prepared by Bank of Ireland Global Markets, a division of The Governor and Company of the Bank of
Ireland (“Bol” or the “Bank”) for informational purposes only and Bol is not soliciting any action based upon it. Any information
contained herein is believed by the Bank to be accurate and true but the Bank expresses no representation or warranty of such
accuracy and accepts no responsibility, other than any responsibilities it may owe to any party under the European Union (Markets
in Financial Instruments) Regulations 2017 as may be amended from time to time, and under the Financial Conduct Authority rules,
for any loss or damage caused by any act or omission taken as a result of the information contained in this document. No prices or
rates mentioned are bids or offers by the Bank to purchase or sell any currencies, securities or financial instruments.

Except as otherwise may be specifically agreed, Bol has not acted nor will act as a fiduciary, financial or investment adviser with
respect to any transaction that it has executed or will execute. Any investment, trading and hedging decision of a party will be based
on its own judgement and not upon any view expressed by Bol. This document does not address all risks related to the transactions
described. You should obtain independent professional advice before making any investment decision. This document is property of
Bol. The content may not be reproduced, either in whole or in part, without the express written consent of a suitably authorised
member of Bol. Opinions expressed herein reflect the judgment of Bol as at 01/03/2022 and may be subject to change without
notice if the Bank becomes aware of any information, whether specific to any transaction or general, which may have a material
impact on any such opinions.

This document is the property of Bol. The content may not be reproduced, either in whole or in part, without the express written
consent of a suitably authorised member of Bol staff. Bank of Ireland is authorised and regulated by the Central Bank of Ireland.
Authorised by the Prudential Regulation Authority and with deemed variation of permission. Subject to regulation by the Financial
Conduct Authority and limited regulation by the Prudential Regulation Authority. The nature and extent of consumer protections may
differ from those for firms based in the UK. Details of the Temporary Permissions Regime, which allows EEA- based firms to
operate in the UK for a limited period whilst seeking full authorisation are available on the Financial Conduct Authority’s website.
Registered Office: Head Office, 40 Mespil Road, Dublin 4, Ireland. Registered Number: C-1.
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