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The numbers

+11%

Increase in AIB share
price since the start of
the year

+4.3%

Increase in AIB share
price in the last 12
months

€2.7on

AIB operating profits in
2023

+3.2%

Increase in Bank of
Ireland share price since
the start of the year

-17%

decrease in Bank of
Ireland share price in the
last 12 months

€2.40n

Bank of Ireland operating
profits in 2023

Sustainalytics, the environment,
social and governance (ESG) rating agen-
cy run by Morningstar, gives both banks
a low-risk rating, meaning they are not
financially at risk from industry issues
around ESG.

AIB has arating of12.7, while Bank of
Ireland is rated at 17.9. This puts AIB on
the 72nd spotin the industry, while Bank
of Ireland sits just inside the top 200.

As can be seen from all of the different
metrics above, there is relatively little
difference in the investment rationale
ofIreland’s two largest banks. A growing
number of fund managers continue to
add both banks to their portfolios, which
is supportive of the share prices.

Overall, Bank of Ireland has attracted
more institutional backing than its cross-
town rival but more investors currently
favour AIB, which is helping the lender

catch up fast.

amonn Crowley says he
thinks like an investor, as
well as a chief executive.

If that’s really the case,
then the PTSB boss will have
extrareason to feel dismayed

this weekend, after the bank’s share price
dropped 13 per cent to €1.39 even as it
reported its highest underlying profits
for more than a decade.

In the last year, share prices in PTSB
have slumped nearly 50 per cent — adra-
matic fall by any reading, even for abank
thatis still 57 per cent owned by the state.

The downward trajectory of the bank’s
valuation has come even as it delivered
a series of increasingly bullish signals to
the market. PTSB argues it is growing,
and has delivered strongly on almost all
the key financial metrics — net interest
income, profitability, customer deposits
— that define the success of a bank.

Crowley sought to emphasise the latter
message in a boardroom briefing last
Thursday morning, hours after the bank
reported its 2023 annual results.

“Tam an equity holder - I hold shares,”
he told reporters, reasonably pointing out
that PTSB’s share price had soared since
he took over as chief executive nearly
four years ago.

“If you're an equity investor, I appre-
ciate that there’s a one-year game. But
there’s also a three, five and 10-year
story here.

“And that’s our story to equity inves-
tors: think about this bank over the me-
dium to long-term and its positioning,
and where we're positioning as a real
challenger now to the other two banks.”

Asashareholder, Crowley can afford to
preach the virtues of patience: he owns
less than 1 per cent of PTSB. As chief ex-
ecutive, however, he has the difficult task
of convincing investors who are often
focused on short-term returns to back
his company for the long term.

In fairness to Crowley;, the outlook for
PTSB has been transformed in recent
years following the exit of Ulster Bank
and KBC from the Irish banking market.

Thelender moved fast after these banks
announced they were leaving, and com-
pleted the acquisition of almost €6.8
billion worth of mortgages and busi-
ness loans from Ulster Bank — which has
turned PTSB from a struggling also-ran
in the Irish banking market into a lender
with enough scale that it can genuinely
aspire to compete head-on with both
AIB and Bank of Ireland.

After years in the red, PTSB is now
capable of delivering sustained, secure
and swelling returns. Diarmaid Sheridan,
an analyst at Davy, recently predicted
that its operating profit would top €400
million by 2026 — more than double what
it reported this year.

Fitch, the ratings agency;, last week,
upgraded PTSB’s status to BBB - the first
time the lender has reached investment
grade since the crash. And its business
banking book is now worth over €1 bil-
lion, up from €300 million two years ago.

blems: banks grapple
mands as profits soar

Separately, AIB’s variable pay scheme
will allow staff to earn a bonus up to 4.4
per cent of their salary this year, capped
at €12,700 per employee. The maximum
bonus it could have offered staff was 5
per cent of pay and its variable scheme
equates to almost 90 per cent of that.

Regardless, the FSU said it was “under-
whelmed” by the bonus scheme, adding
that AIB had “failed to impress” employ-
ees after it also announced plans to return
€1.7 billion in cash to shareholders after
a landmark year.

“Over the last nine days our two pil-
lar banks have announced combined
pre-tax profits of over €4.5 billion and
nearly €2.9 billion in share buyback
and cash dividends to shareholders.
This contrasts with their attitude to fair
reward for employees, as both banks have
decided independently to reward their
employees with a variable payment of 4
per cent (BOI) and 4.4 per cent (AIB),”
John O’Connell, general secretary of the
FSU, said in response to the new bonus
schemes being announced.

The disgruntled rumblings from staff

The numbers

€4.5pn

Combined pre-tax profits
recorded by the two pillar banks

€290

Share buybacks and cash
dividends they have announced

in both banks over the last two weeks
illustrate some of the new problems
senior management in AIB and Bank of
Ireland must navigate as the industry
inches closer to being fully private once

again. PTSBis the only lender that didn’t
announce a staff bonus scheme as part of
its full-year results, which showed profits
of €166 million, but Eamonn Crowley,
the bank’s chief executive, confirmed
variable pay would be reintroduced later
this year.

“We're still in negotiations, or discus-
sions, with representatives on behalf
of staff: in effect, the unions. We’re not
ready to unveil [the bonus scheme] yet,”
he said.

After going more than a decade with-
out bonus pay structures, it’s hardly sur-
prising that banking professionals are
crying out for reward, especially when
they can clearly see the enormous re-
turns being made by the banks on the
back of higher interest rates.

Bank employees understand better
than most that these heightened in-
terest rates won't be around forever,
and profits willmoderate in the coming
years. As such, the pressure on senior
management of the banks to maximise
bonuses into next year is only going to
intensify.
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Bullish signals and strong
fundamentals fail to halt
PTSB share price tumble

The bank will have to build on its positive financial results and start delivering for investors

Eamonn Crowley, chief executive, and Nicola O’'Brien, chief financial officer of

PTSB at the announcement the bank’s interim results
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The bank has also invested heavily
in repositioning its brand, with a raft of

high-profile sponsorship deals with The
Late Late Show and the Irish Olympic team
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as well as a €5 million investment last
year to overhaul its brand, imaging and
logo. PTSB is in “new chapter” mode:
it said so explicitly in its annual report.

Any analysis shows the bank is making
tangible progress. So why have investors
been so unforgiving over the last year
when the share prices of the other Irish
banks are far less volatile?

Year of investment

Part of the answer lies in the crash-era
scars that are still etched into the bank,
nearly 15 years since it was nationalised
at the height of the financial crisis. Ire-
land’s Minister for Finance is still by far
thelargest shareholder in PTSB, while ex-
ecutive pay remains capped at €500,000
a year under government rules.

Investors are also probably spooked
by the fact that PTSB’s share of the €14
billion new mortgage market fell sharply
in the back end oflast year, and may have
fallen to 15 per cent in the final quarter.

Overall, thelenders’ market share stood
at 19 per cent over the whole year. The
drop in PTSB’s share price has tracked
its falling share of the mortgage mar-
ket, suggesting investors are concerned.
For all of that, PTSB’s fundamentals are
solid and its balance sheet continues to
strengthen, which represents significant
progress for a lender that has struggled
for much of the last decade to turn a
corner on the financial crisis.

Banking analysts have speculated that
PTSBmay represent the most compelling
growth story of all three retail banks — a
bold statement in an era of record profit-
ability at Bank of Ireland and AIB.

Crowley signalled last week that the
bank intends to resume paying divi-
dends again by 2026 — by which point,
he hopes, it will have enough capital to
sustain both shareholder returns and the
cost of competing with its rivals.

That gives him 24 months to move
past the current inflection point and
start delivering for investors. Otherwise
there could be more turbulence ahead
for PTSB’s share price.

Kirby Group Engineering is
celebrating continued growth
in the Power and Renewables
sector, as it marks its 60th
anniversary in 2024. The firm
recently promoted Michael
Murray to the role of Director
of Power and Renewables and
Group Business Development,
while Stephen Kavanagh has
joined Kirby as Associate
Director and Business Unit

Director of Power and Renewables
and Business Development at
Kirby, Michael Murray says it is an
exciting step forward for his team:
“We have worked hard to build up
a skillset that offers real value to
our clients here in Ireland and
internationally. This requires a
focus on continual training and
development for our teams, which
has always been a factor of life

at Kirby. We don't stand still here,

Leader of Power & Renewables.

The new appointments, and the
recent renaming of its
Transmission and Distribution
business unit as Power and
Renewables have come in
recognition of the continued
growth and the company’s own
expanding presence in this area.

Within this sector, the company
provides High Voltage / Medium
Voltage (HV/MV) design and build
services up to 400kV for utilities,
the renewables sector and large
industry facilities requiring

have substantial experience in

Direct Current (HVDCQ)
interconnector projects.

As the emphasis on maximising
the usage of renewable energy
grows, Kirby has built up specialist
experience in the delivery of
battery energy storage system
(BESS) projects, which are essentia
in providing grid stability and
facilitating increased penetration
of renewable energy on the
electricity grid.

The firm's services are delivered
by an experienced in-house team
of professional engineers,
construction and commissioning
teams.

high-capacity power. Its teams also

delivering high-profile High Voltage

we're always learning and taking
the next step towards what we
can achieve together. We are
always committed to finding new,
more efficient and greener ways
to achieve our goals and those

of our clients”.

Stephen Kavanagh, who has joined
the firm as Associate Director and
Business Unit Leader of Power &
Renewables says it is a great time
to be with a company like Kirby:
“The firm is already leading the
way with its engineering and
project delivery capabilities. We're
ideally positioned to take
advantage of upcoming technical
developments, to the benefit of our
skillset and our customers too.
Understanding the potential of
power and renewables requires an
ambitious outlook and a readiness
to learn across the business and
I'm excited to say these are
features that have attracted me

to working with Kirby.”

| Kirby has demonstrated a
longstanding determination to
adapt its business to embrace new
opportunities and technologies.
Since its foundation in 1964, the
company has shown an agility to
develop the skills required to meet
the needs of customers and deliver
on the latest leading-edge projects.
In recent years, it has invested
heavily in systems to accelerate

Pictured is Michael
Murray, Director - Power
& Renewables and Group
Business Development;
Henry McCann, Group
Operations Director;
Stephen Kavanagh,
Associate Director and
Business Unit Leader

of Power & Renewables.

project delivery, including the
widespread use of virtual reality
and offsite manufacturing.

A culture of continually nurturing
the next generation of talent has
also paid dividends as employees
are encouraged to rise through the
ranks and combine their talents
with new hires from outside the
company to ensure Kirby's outlook
remains fresh and open to
anticipating evolving client needs.
The company now employs over
1500 people across bases in
Ireland, the UK, mainland Europe
and South Africa, while turnover
surpassed €630 million in 2023.

Group Operations Director, Henry
McCann has led the operations
teams over this period of growth
at Kirby: “By expanding and
developing our Power and
Renewables Business Unit, we are
putting the message out there that
we are focused on the future, and
we are ready to take on the
challenges it holds. Everyone here
is on board with doing things the
Kirby Way. We keep our core
values in mind - People, Safety,
Quiality, Delivery and Value - every
day. They have guided us to
become leaders in our field and
they will continue to form the
backbone of our business for
many more decades to come”.
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