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UCD Geary Institute Discussion Papers often represent preliminary work and are circulated to 
encourage discussion. Citation of such a paper should account for its provisional character. A revised 
version may be available directly from the author. 

Any opinions expressed here are those of the author(s) and not those of UCD Geary Institute. Research 
published in this series may include views on policy, but the institute itself takes no institutional policy 
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incoming Governor of the Central Bank, Patrick Honohan, concluded in May 2010 that this was 
 

‘one of the costliest banking crises in history’ (Burke‐Kennedy, 2011). 
 

 
 

The collapse of the banking system caused confidence in the Irish economy to plummet. Ireland 

was forced to enter an EU‐IMF loan programme in November 2010. By then, the systemic 

implications of the Irish financial sector liabilities for the European banking system meant that the 

Irish government came under extreme and sustained pressure not to reverse the bank guarantee 

(Beesley, 2011). The private debts of the failed banks were nationalized; the Irish taxpayers would 

be saddled with the crushing burden of debt. It has been argued that ‘Other countries have 

benefited from the Irish socialization of a large share of bank losses, which has significantly 

contributed to the explosion of Irish public debt’ (Darvas, 2011: 16). A large proportion of the non‐ 

performing loans of the struggling banks was taken into public management (through the National 

Asset Management Agency, or NAMA), at a sizeable discount, though still potentially over‐valued: 

while the ultimate value of commercial property remained unknown, residential house prices fell 

by 47 per cent between 2007 and 2011 (CSO, 2012). The general public debt soared from 25 per 

cent of GDP in 2006 to 107 per cent at the end of 2011 (Central Bank, 2012). This figure was 

expected to peak at 118 per cent of GDP (and over 130 per cent of GNP1 ) in 2013 before starting 

to decline thereafter (International Monetary Fund, 2011: 14). This figure includes €30bn of 
 

promissory notes to distressed financial institutions. The national debt, net of the bank liabilities, 
 

 
1 GNP or GNI is generally taken to be a better guide to the state’s fiscal capacity in Ireland, in view of the 

scale of transfer pricing and profit repatriation in the export-oriented multinational sector. See, for example, 

Hennigan, M. (2010a) Ireland: GDP or GNP? Which is the better measure of economic performance?, 

Finfacts, Thursday 10 March 2011. http://www.finfacts-blog.com/2011/03/ireland-gdp-or-gnp-which-is- 

better.html. 
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For a note on the authors of these reports, see the Commission of Investigation into the Banking Sector in 
�

Ireland, http://www.bankinginquiry.gov.ie/Biographies.aspx
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3 
As defined in section 2 of the Irish Takeover Panel Act, 1997 as amended. 
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These figures do not include statements of intention to make a possible offer which were not welcomed by 

the target companies and did not lead to offers being made. 
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5 
A Corporate Code for Credit Institutions and Insurance Undertakings was introduced and came into effect 

in January 2011.
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6
While they asserted that poor liquidity management and funding policy abounded, they accepted that this 

was harder for managers to determine at the time. 
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The original version of the Combined Code was published in 1998 by the Financial Reporting Council and 

amendments were introduced in 2003, 2006, 2008, and 2010. In 2010, the Code as re-titled the UK Corporate 

Governance Code. 
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Central Bank and Financial Services Authority of Ireland Act 2003. 
�

�
9 

S.5A(1)(a) Central Bank Act 1942 as amended. 
�

�
10 

S.5A(1)(b) Central Bank Act 1942 as amended. See also Honohan 2010, 37. 
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