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Permanent TSB Group Holdings plc
Permanent TSB's acquisition of Ulster Bank's mortgage
portfolio is credit positive

On 15 May, Permanent TSB Group Holdings plc (PTSB, Baa2 positive) said that it had
acquired €915 million of Irish residential mortgages from Ulster Bank Ireland DAC (UBIDAC,
A1 negative), completing its acquisition of the bank's residential mortgage portfolio. PTSB
announced in July 2021 that it had agreed to acquire performing prime mortgage loans, SME
loans and asset finance loans from UBIDAC, and in November 2022 said that it had migrated
around €5.2 billion of the mortgage book, growing its own mortgage book by around 40%.
The acquisition of the remaining mortgages will underpin PTSB's loan growth and profitability
in a rising rate environment and support its asset quality, a credit positive.

The acquisition marks the final stage in the migration of the Irish residential mortgage
portfolio and brings the total amount of mortgages transferred to PTSB from UBIDAC to €6.1
billion, increasing PTSB's mortgage book by 4%. As of December 2022, PTSB reported a net
income to tangible banking assets ratio of 0.8%, up 106 basis points from a year earlier, in
large part due to the UBIDAC acquisition.

PTSB will gain around 11,000 new clients to whom it can offer additional banking products
and services. In January, it completed the acquisition of 25 former UBIDAC branches
and rebranded them as Permanent TSB. In February, it also completed the acquisition
of UBIDAC's roughly €165 million performing micro-SME loan book. Combined with the
acquisition of UBIDAC's asset finance business, which is due to complete shortly, PTSB's
business lending will increase by around 200%.

In terms of asset quality, the acquisition of the performing mortgage loans will continue the
bank's trend of improving asset risk. As of March 2023, PTSB reported a problem loan ratio
of 3.3%, significantly below the 5.2% it reported in June 2022 before it acquired the UBIDAC
assets. In 2019, PTSB reported a problem loan ratio of 25.7%.

PTSB's risk-weighted assets rose by 29% in the second half of 2022 as a result of the UBIDAC
acquisitions. However, its capitalisation, as illustrated by a fully loaded Common Equity Tier
1 (CET1) ratio of 15.2% as of March 2023, is comfortably above its minimum regulatory
requirement of 8.94%. The incremental profit, and therefore internal capital generation from
the mortgage acquisition, will also underpin the bank's capitalisation.

The €915 million acquisition follows a spate of acquisitions triggered by the exit from the
Irish market of UBIDAC and KBC Bank Ireland PLC. This market consolidation has provided
the three remaining largest banks – AIB Group plc (A3 stable), Bank of Ireland Group plc
(BOI, A3 stable) and PTSB – with a unique opportunity to grow both assets and deposits
as customers of exiting banks seek a new home for their deposits. All three have seen a
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surge in new account openings and deposits, strengthening their balance sheets and helping to underpin future earnings generation.
AIB Group has migrated over around €3.7 billion of corporate and commercial loans from UBIDAC. In December 2022, BOI also
received final approval from Ireland's Finance Ministry for its acquisition of around €8.9 billion of performing loans and around €4.4
billion of deposits from KBC.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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