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Irish household savings rate picks up sharply in early 2024

New CSO data this week showed the Irish household savings ratio rose sharply to 14.7% in Q1
2024. This is one of the highest levels for the household savings ratio on record, only
surpassed twice in the past 25 years, during the Covid19 pandemic and briefly in 2009,
following the global financial crisis. These were both periods in which consumer spending was
clearly depressed. However, Irish consumer spending posted a solid 0.6% gain in Q1 2024,
despite the rise in household savings. One factor at play may be the boost from Budget 2024,
the tax cuts effective from January 1st worth 2% of disposable incomes close to the average
wage. Elevated savings are also evident in the €1.8bn of bank deposits Irish households have
accumulated in the first four months of 2024, rising to a fresh high of €154.5bn.

Irish household savings rate rises to 14.7% in Q1 2024: Central Statistics Office (CSO) data
published this week showed household savings were €6.1bn in Q1 2024, or 14.7% of aggregate
household disposable incomes. The household savings rate is up sharply from 13.1% in Q4 2023 and
the highest since the 16.2% recorded in Q4 2021 when the Covid19 pandemic was still depressing
spending. In fact, the 14.7% rate is one of the highest on record, only surpassed twice in the past
twenty-five years, during the Covid19 pandemic and a brief period in 2009/10 following the global
financial crisis (see chart below).

Household incomes still growing at a brisk pace: Aggregate household disposable incomes grew
by 10% in the year to Q1 2024, to a fresh high of €42.3bn. This rise reflected the 2% employment
growth and 4.7% rise in the average wage to €50,400 over the same period. However, tax cuts and
increases in social welfare payments have helped too. The Budget 2024 changes to bands, credits and
rates on income tax and the universal social charge (USC) added 2% to disposable incomes close to
the average wage, effective from January 1st. It is this boost to household incomes, which in aggregate
grew by 3.9% in Q1 2024 over Q4 2023, that has translated into higher savings (see chart below).

Consumer spending helped by buoyant labour market: The bigger picture is that Irish consumer
spending has performed exceptionally well, despite the drag from elevated CPI inflation. Buoyant jobs
and disposable income growth has helped real household spending rise to 10% above pre-pandemic
levels. In Q1 2024 consumer spending posted a solid 0.6% rise in real terms on the quarter, despite the
increase in the Irish household savings ratio to 14.7%. Of course, it is possible the savings rate could
fall back later in 2024 if households decide to utilise the boost to their spending power from tax cuts
and wage rises.

High household savings translating into deposit growth: In 2023 Irish household savings were
€19bn, or a 12.7% rate. This translated into households accumulating €15bn of financial assets last
year, including €5bn of currency and deposits and €9bn of insurance/pension fund assets. The early
data for 2024 suggest high household savings have led to further accumulation of bank deposits. Irish
household bank deposits grew by €1.8bn in the first four months of 2024, or a 3.5% annualised pace,
to a fresh high of €154.5bn.
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Disclaimer

This document has been prepared by the Economic Research Unit at The Governor and Company of the Bank of Ireland (“BOI”) for
information purposes only and BOI is not soliciting any action based upon it. BOI believes the information contained herein to be accurate
but does not warrant its accuracy nor accepts or assumes any responsibility or liability for such information other than any responsibility it
may owe to any party under the European Union (Markets in Financial Instruments) Regulations 2017 as may be amended from time to
time, and under the Financial Conduct Authority rules (where the client is resident in the UK), for any loss or damage caused by any act or
omission taken as a result of the information contained in this document. Any decision made by a party after reading this document shall be
on the basis of its own research and not be influenced or based on any view or opinion expressed by BOI either in this document or
otherwise. This document does not address all risks and cannot be relied on for any investment contract or decision. A party should obtain
independent professional advice before making any investment decision. Expressions of opinion contained in this document reflect current
opinion as at 14th June 2024 and is based on information available to BOI before that date. This document is the property of BOI and its
contents may not be reproduced, either in whole or in part, without the express written consent of a suitably authorised member of BOI.
Bank of Ireland is regulated by the Central Bank of Ireland. In the UK, Bank of Ireland is regulated by the Central Bank of Ireland and
authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on
request. The Governor and Company of the Bank of Ireland is incorporated in Ireland with limited liability. Registered Office 2 College
Green, Dublin, D02 VR66. Registered Number C1.
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