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Consensus forecasts envisage bleak outlook for 2023. Too pessimistic?

Euro area (-0.1%), United Kingdom (-0.9%) and United States Consensus Forecasts for GDP and CPI inflation
(0.2%) to see little growth in 2023 November Real GDP Consumer Prices
Survey % increase % increase

UK an outlier, in wake of ‘mini-Budget’ but Brexit hurting growth 2021 2022 2023 2021 2022 2023
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More optimistic views see CPI inflation having peaked and falling

back quickly in 2023, helping the consumer
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Approaching the end of the tightening cycle?

+  The Bank of England (3%), European Central Bank (1.5%) and Federal Reserve (3.75-4%) have all raised official rates
+  Central Bank’s now also considering quantitative tightening — selling off past QE purchases

* 10-year yields have fallen back in recent weak so curves is now inverted
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Growing acceptance inflation as a persistent problem

+ Double-digit CPI inflation rates have reflected the contribution of energy and food prices

*  However, persistent inflation problem evident in elevated core CPI inflation, reflecting a) supply-chain disruption post Covid b) tighter labour markets

«  Growing acceptance that monetary and fiscal policy during the Covid19 pandemic was too loose
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End Of The Goldilocks Economy?
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A very challenging year for markets

Tightening cycles and equity market returns
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Global Bonds: Median Total Return %
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European Listed Real Estate Sector Performance

* The European listed real estate sector has dislocated relative to the broader market and is trading at 20+ year lows

* PRS is the worst performing sub-sector over the last 12 months within the real estate sector

FTSE EPRA NAREIT Developed Europe index vs STOXX 600 index (rebased to 100) Real Estate sub-sectors (1 year share price performance (%))
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Davy Irish Economic Forecasts

= GDP to grow 9.4% (8.2% previously) in 2022 and 3.5% in 2023 COrSUnED gy

(5.8% previously). Government expenditure 6.5 0.3 3.0
Investment -39.0 -8.7 -4.7
- Export sector to see 7% grOWth in 2023. Building & construction -3.2 14.6 -0.2
= Consumer to grow 1.8% in 2023 (4.9% previously) reflecting hit to Machinery & equipment (core) 37.0 250 =0
from energy and CPI inflation. Exports 141 131 70
Imports -8.3 8.7 5.9
= Employment to slow to 1.1% growth in 2023, with the unemployment GDP 13.6 9.4 35
rate rising S”ghtly to 4.8%. Multinational sector 20.7 13.7 5.9
. . . o . Indi t 4.7 7.0 2.1

® Housing market to be resilient, 6% inflation in 2022, 3% in 2023 AGENCS Sector
Government balance, % GDP -1.7 0.8 1.7
= We expect a general government surplus of €4bn (0.8% of GDP) in Government debt, % GDP 55.3 45.6 42.2
2022 and €9bn (1 -7%) in 2023. Employment growth 6.0 7.0 11

Unemployment rate 6.3 4.4 4.8
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Export sector is defensive, has outperformed in global downturns

« lIrish exports grew by 17% in 2021, split between €282bn of goods and €285bn of services — an unusually high share for services sector

« lreland is specialised in agri-food, pharmaceuticals, information technology services — but lacks cyclical capital goods producing sector (e.g. auto-makers)

* Ireland manufacturing PMI 51.5 in September, more resilient than euro area and UK readings both at 48.4

Irish Exports and world trade

Manufacturing PMI Surveys
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Ireland potentially exposed to the ICT sector

EPS and Revenue forecasts for Tech Employers

Sector Market P/E PIE EPS EPS Revenue Revenue

Total ICT employment is 156,000 cap (3bn) 2022 2023 growth growth growth growth
2022 2023 2022 2023

IDA 98,000 ICT workers employed by multinational firms o _
Alphabet Communications Services 1249924 180 155 -9% 16% -9% 13%

» ofwhich 70,000 in Dublin Meta Platforms  Communications Services 299678 108 113 -24% -5% -2% 6%

.
ICT sector now accounts for 17% of Irish GDP, Aoplelnc  Information Technology 2381445 239 220 12% 9% 1% 5%

€173bn of computer services exports in 2021 (or 30% of
trade)

Intel Corp Information Technology 125585 156 165 -64% -5% -20% 4%
Adobe Inc Information Technology ~ 158601 250 222 9% 13% 12% 1%

At a group level, consensus forecasts for EPS and
groupfev . Microsoft Corp  Information Technology 1842075 255 219 22%  16%  28%  13%

Revenue growth still positive for most significant employers
PayPal Holdings Information Technology ~ 103777 226 191 -12%  18% 9% 11%

It is possible headcount could fall as profitability and

o _ - Workday Information Technology ~ 40179 460 348 16%  32%  44%  19%
contribution to Irish GDP growth stays resilient

Salesforce Inc  Information Technology 157730 333 278  -4% 20% 46% 15%

Source: Bloomberg
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Consumer about to be hit by fresh energy price hikes

* Areal wage squeeze has already been underway over the past 12 months, with broadly flat real consumption below pre-pandemic levels
*  From October 15t the latest round of energy price hikes take effect, pushing average household bill above €4,000.

*  We expect consumer spending will grow by 1.8% in calendar year 2023, to just above pre-pandemic levels by end-2023

Davy Forecasts for Household Income and Spending Davy Forecasts for Household Incomes and Spending
g 4 2019 = 100% 2021 2022 2023
130% i veil
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110%
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Personal taxation changes and measures to cope with higher energy prices

€1.1bn income tax package, €4bn temporary measures, €2bn for social protection budget in 2023

Impact of Tax Changes at the Average Full-Time Wage Targeted and un-targeted measures to protect household incomes
I Broad based measures
Gross Income €55,000 €55,000 ° Electricity Price Credit - €600

 Rent tax credit - €500

*  €12rise in weekly welfare rates - €624

Income Tax €11,240 €10,450
PRSI €2.200 €2.200 * Double child benefit payment - €140
usc €1,762 €1.772 * Childcare fees - €1200
Targeted
€39,798 €40,438 €831

Working Family Payment - €500 lump sum payment

Disposable Income

Fuel allowance - €400 lump sum payment

Double welfare payments — e.g. €253 (basic state pension)
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Spending and Public Services

Core spending to grow by 6.7% in 2023, risk of spending pressures from CPI inflation

Public Sector Pay deal

6.5% pay rise over two years agreed

Capital Expenditure and National Development Plan

No material change in capital spending budget despite surging construction costs

Housing

Help-to-Buy scheme extended until end-2024
€4.5bn of funding for 9,100 social houses and 6,500 via Approved Housing Bodies

Health

An additional €1.15bn in core funding to €23.4bn, including additional 6,000 staff
Cost of implementing Slaintecare still not clear
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House price inflation to slow from double-digit levels

*  We expect residential property price inflation of 6% in 2022 and 3% in 2023
*  MyHome / Daft asking prices show slowdown into single-digit territory likely in Q4 2022, July RPPI inflation was 13% after another sharp 0.9% monthly gain

* Leverage and income gearing on mortgage lending constrained by mortgage lending rules, insulation against ECB rate hikes

Ireland Residential Property Price Inflation Ireland, Mean First-Time-Buyer Characteristics
s YO 2020 2021 2022 H1 Ratesat LTIto Stressed
4% 3.5x to 6%
House price €298,539 €£313,646 €331,065 £€331,065 €369,505 €369,505
Deposit €56,997 €64,648 €69,622 €69,622 €69,622 €69,622
Loan €241,541 €248,998 €261,443 €261,443 £286,841 €286,841
Gross income €78,8563 £79,635 €82,663 £€82,663 €82,663 €82,663
Loan-to-income 3.1 3.2 3.2 3.2 3.5 3.5
Loan-to-value 81% 79% 80% 80% 78% 78%
Rate 2.8% 2.7% 2.6% 4.0% 4.0% 6.0%
Term (years) 29 29 29 29 29 29
Debt service ratio (gross) 16% 16% 16% 19% 20% 26%
Disposable income (single) €51,353 €51,686 €53,602 €53,602 €53,602 €53,602
-25 . .
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Debt service ratio (net) 23.9% 24.2% 24.2% 28.7% 31.5% 39.4%
Disposable income (married) €54 803 €55,136 €57,102 €57,102 €57,102 €57,102
Daft MyHome —RPPI Debt service ratio (net) 22.4% 22.7% 22.7% 27.0% 29.6% 37.0%

Source: Central Statistics Office Source: Central Statistics Office, Davy
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Homebuilding likely to disappoint in 2023 due to cost pressures

*  Housing commencements had peaked at 34,850 in the twelve months to March, but there were just 6,600 in the three months to August
*  We have revised down our projection for completions from 33,500 in 2023 to 27,000

«  Similarly, we now expect €11bn of mortgage loans for house purchase (vs €12bn previously) so the stock grows by just 0.9% (vs 3.5%)

Housing Starts and Completions Davy forecasts for Mortgage Lending

100 2021 2022 2023 2024 2025
90 New mortgage lending 10.5 13.1 14.0 15.1 16.7
80 o/w house purchase 8.6 10.3 11.1 12.5 14.0
70 Repayments 11.5 13.6 13.2 12.8 13.1
60 Net mortgage lending -1.0 06 0.8 2.3 3.6
50 Stock 87.2 86.6 874 89.7 933
40 % change -1.2% -0.7% 0.9% 2.6% 4.0%
20 Source: Banking Payments Federation Ireland, Central Bank of Ireland, Davy
20
10

0
1999 2000 2002 2003 2005 2006 2008 2009 2011 2012 2014 2015 2017 2018 2020 2021 2023

BCMS Commencements (1 year forward) Housing Completions

Source: Central Statistics Office, Davy
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Key Points

® European and UK recession likely through the winter

« Central Banks closer to the end of the tightening cycle

* Property investment will have to deliver higher rates of return in medium-term
* lrish economy relatively well placed but clear downside risks to projections

* Housing affordability stretched and some substantial correction possible

« Equity loan scheme and relaxed regulations on loan-to-income multiples will help provide fresh impetus to market in 2023
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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

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

Outperform 70 61 26 100
Neutral 41 36 0] 0
Underperform 2 2 0] 0]
Under Review 0] 0] 0] 0]
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.
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Regulatory and other important information

J&E Davy Unlimited Company, trading as Davy and Davy Research, is regulated by the Central Bank of Ireland. Davy is a Davy Group company and also a member of the Bank of Ireland Group. 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.

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.

Conflicts of interest
Our conflicts of interest management policy is available at
Davy is a member of Bank of Ireland Group.
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This report was completed on [Archive date] IST/BST. It was issued on [Publication date] 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 Unlimited Company is a Davy Group company and also a member of the Bank of Ireland Group.

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

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

Confidentiality and copyright statement

Davy, Research Department, Davy House, 49 Dawson St., Dublin 2, Ireland. Confidential © Davy 2022
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