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Conference Call

Attendance:
Department of Finance Central Bank NTMA
Derek Moran Gabriel Makhlouf Conor O'Kelly
Emma Cunningham Ed Sibley Frank O’Connor
Des Carville Sharon Donnery Anthony Linehan
Michael McGrath Vasileios Madouros Dave McEvoy
Pat Leahy (Sec) Derville Rowland Rossa White
Blaithin nic Giolla Rua Adrian Varley

Tim O’Hanrahan
Andrew Candland
Michéal O’Keeffe

The FSG agreed to take the documents circulated as read.

1. Account of previous Financial Stability Group meeting
Any changes to the account of the previous meeting are to be sent to the secretary.

2. Covid-19 Update - D/Finance
D/Finance updated on Government policy matters, including:

A pre-contract has been signed for a possible Covid-19 vaccine.

EWSS will commence next Tuesday. Registrations are slow as employers have until the
end of the month to register.

The ‘Stay and Spend’ scheme will be launched the week after next.

The Minister commences his role as President of the Eurogroup in the next week, with an
informal Eurogroup meeting due to take place physically in Berlin. The general rule for
Government officials to not travel for meetings remains. The Minister’s attendance in
Berlin is based on his role as President.

3. Covid-19 Update - NTMA
The NTMA updated the group on bond market developments and the work involved in preparing
for all eventualities with the Apple case.

4. Covid-19 Update - Central Bank
The Central Bank updated on regulatory policy matters, including:

The Governor’s pre-Budget Letter to the Minister will issue in the next few weeks.

Work has commenced on the annual review of mortgage measures, which is more
complex this year than last.

A letter to Insurance Industry CEOs will be issued next week on the issue of differential
pricing, containing high level findings the Bank has established to date, which will signal
an interim report later this year and a final report early next year.

5. The effect of Covid-19 on the sovereign bond market

Following on from the Medium-Term Issues Notes and the Medium Term Plan of topics to be
discussed by the FSG, a presentation was made by the NTMA on the impact of Covid-19 on the
sovereign bond market. The following observations were made:
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The Coronavirus pandemic has delivered severe economic and fiscal shocks for
governments across the globe.
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The decisive actions of the ECB have prevented another sovereign debt crisis in the Euro
Area. This, along with the solidarity shown by the EU’s political leaders, has created
favourable funding conditions despite gaping deficits.

Ireland entered the Covid Crisis in a strong technical position with healthy cash balances
and made less calls on the bond market relative to other countries.

However, with Ireland’s stock of debt trending towards €250bn the path back to fiscal
balance will be important as will careful management of our maturity profile, investor
base and funding sources.

It has taken at least five years to turn around the public finances in the last two fiscal
crises, so it is likely to take time post-Covid. History also suggests that central banks
may not buy Government bonds in perpetuity. The risk of exogenous shocks like Covid
argues for continuing with a prudent approach to both public finances and debt
management.

The Department’s annual debt report will be published shortly, which will be an
opportunity to maintain a public focus on the key debt management issues including the
stock of debt.

6. Insurance Issues

Following on from the Medium-Term Issues Notes and the Medium Term Plan of topics to be
discussed by the FSG, a presentation was made by the Central Bank on issues affecting the
insurance sector currently. The following observations were made:

The diverse and international focus of the insurance sector in Ireland was noted.

With many issues impacting on the sector in the short term, including the cost and
availability of non-life insurance, business continuity insurance, health insurance, and
differential pricing; and many Programme for Government commitments focussing on
insurance, the FSG agencies should be unified on priorities in this area.

The need to establish a recovery and resolution framework for the insurance sector was
noted. The Central Bank outlined the rationale for such a framework to ensure risks to
the State from insurance firm failure are mitigated, and greater protection is afforded to
consumers and policyholders. The Central Bank has consulted on draft regulations
introducing the recovery element of the framework, and proposed primary legislation as
the best means to achieve a national resolution framework. Initial discussions with the
Department have also been had on this matter.

The public narrative of the sector profiteering was noted. However participants also
pointed to the need for a viable insurance sector that serves the needs of customers and
the wider economy.

There is a need to be mindful of the Solvency II changes coming down the line.

Climate change and in particular flood insurance availability are key issues for
policyholders and the wider economy.

The Department and the Central Bank will continue to liaise on issues around differential
pricing.

Resolving issues around Covid-19 and business continuity insurance is a priority for the
Central Bank.

7. AOB
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Brexit: work is ongoing on Brexit, which will increase in the coming months.

Affordable housing: the next FSG meeting will discuss in more detail the draft affordable
housing purchase scheme, which is being worked on by the Department in conjunction
with the Department of Housing, as per a Programme for Government commitment. The
issue merits attention by the FSG before it is announced as it involves many State,
financial, Government accounting, and macro-prudential aspects.

Timeline of PfG Commitments: the FSG will address the timeline for all the Programme
for Government Commitments impacting the three agencies.
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