
[image: Cover image for Title ]


The FitzPatrick Tapes

TOM LYONS and 
BRIAN CAREY

[image: Image]


PENGUIN IRELAND

Published by the Penguin Group

Penguin Ireland, 25 St Stephen’s Green, Dublin 2, Ireland (a division of Penguin Books Ltd)

Penguin Books Ltd, 80 Strand, London WC2R 0RL, England

Penguin Group (USA) Inc., 375 Hudson Street, New York, New York 10014, USA

Penguin Group (Canada), 90 Eglinton Avenue East, Suite 700, Toronto, Ontario, Canada M4P 2Y3 
(a division of Pearson Penguin Canada Inc.)

Penguin Group (Australia), 250 Camberwell Road, Camberwell, Victoria 3124, Australia (a division of Pearson Australia Group Pty Ltd)

Penguin Books India Pvt Ltd, 11 Community Centre, Panchsheel Park, New Delhi – 110 017, India

Penguin Group (NZ), 67 Apollo Drive, Rosedale, Auckland 0632, New Zealand 
(a division of Pearson New Zealand Ltd)

Penguin Books (South Africa) (Pty) Ltd, 24 Sturdee Avenue, Rosebank, Johannesburg 2196, South Africa

Penguin Books Ltd, Registered Offices: 80 Strand, London WC2R 0RL, England

www.penguin.com

First published 2011

Copyright © Tom Lyons and Brian Carey, 2011

The moral right of the author has been asserted

All rights reserved

Without limiting the rights under copyright reserved above, no part of this publication may be reproduced, stored in or introduced into a retrieval system, or transmitted, in any form or by any means (electronic, mechanical, photocopying, recording or otherwise), without the prior written permission of both the copyright owner and the above publisher of this book

A CIP catalogue record for this book is available from the British Library

ISBN: 978-0-14-196702-8


Contents

     Authors’ Note

     Prologue

  1 The Accidental Banker

  2 The Rise

  3 The Magic of Anglo

  4 The Succession

  5 The Player

  6 The Mighty Quinn

  7 Massacre

  8 An Anglo-Irish Solution to an Anglo-Irish Problem

  9 Drinks with McCreevy, Dinner with Cowen

10 Saving Anglo

11 Stepping Down

12 Bankrupt

13 The Reckoning

     Acknowledgements

     Index


Authors’ Note


ANGLO LENT CASH TO BUY ITS SHARES

by Tom Lyons, Sunday Times, 25 January 2009

Anglo Irish Bank assembled a ‘golden circle’ of investors to buy about €300 million of its shares last summer to prevent them    being dumped on the market, driving down the price.

The operation to buy 10 per cent of the bank was largely funded by borrowings from Anglo Irish itself and organized by Sean    FitzPatrick, its former chairman … The group of business people was assembled in the weeks leading up to 15 July, when the    family of Sean Quinn, the insurance-to-cement tycoon, had to reveal that it owned a 15 per cent stake in Anglo Irish … Anglo    Irish funded the Quinn family’s conversion of the CFDs into shares in return for the right to take control of a significant    percentage of the Quinn Group if the family defaulted on its loans.

When Quinn indicated that he was not prepared to convert his entire CFD holding into Anglo Irish shares, it raised the possibility    that the 10 per cent balance of his holding would be sold on the open market. This would have decimated the price.

FitzPatrick then turned to a group of businessmen for help. The deal valued the 10 per cent stake at about €300 million, but    no single buyer took more than 3 per cent, thereby keeping the share purchases below the disclosure levels required by the    Stock Exchange. The identities of the businessmen have not been confirmed but are thought to include well-known names. Many    are long-standing customers of Anglo Irish, which was nationalized last week.



At about 5 p.m. on Sunday, 25 January 2009, an unknown number flashed up on the mobile phone of Tom Lyons, who was at home in his apartment in Dublin’s city centre. Lyons stepped out on to his small balcony, as the reception was better there.

The caller was the former chairman of Anglo Irish Bank, which had been nationalized only ten days before.

‘Tom, it’s Sean FitzPatrick. You got your story wrong today. I am not supposed to be talking to you, my lawyers would go mad if they knew, but I am just telling you, you got your story wrong today.’

‘OK. So how was I wrong?’ Lyons replied.

‘I didn’t organize it. I didn’t put together the “golden circle”,’ FitzPatrick said.

‘Now hold on, when I rang you up and put the story to you two weeks ago, you denied a “golden circle” even existed,’ Lyons replied. ‘Now you are admitting it actually did exist but you didn’t do it. Why should I believe you now? You were Anglo Irish Bank; you must have put it together.’

‘Lookit, you asked me did I put a “golden circle” together and I told you I didn’t,’ FitzPatrick replied.

‘I also asked you did you know about a group of big businessmen buying shares in your bank. You told me they didn’t, when they did. Why should I believe you now?’

‘Look, I am not giving out to you or blaming you for writing the story. You have a job to do. I am just telling you as one guy to another I didn’t do it.’

‘Well, who did, then?’

‘I can’t say. I can’t talk any more on this. All I’m saying is you were wrong today. I didn’t put it together.’

Lyons put a series of further questions to FitzPatrick, hoping to find out more about the deal. FitzPatrick declined to answer the questions and just kept repeating one point: it wasn’t him.

‘Sean, this doesn’t make sense,’ Lyons said. ‘You were Mr Anglo and yet you’re saying you didn’t put the deal together. Will you meet me for a coffee and tell me what is going on?’

‘No. I won’t. I have got to go. I can’t say any more.’

In the months after that phone call, Lyons tried intermittently to convince FitzPatrick to meet. New scandals were breaking on a weekly basis about Anglo Irish Bank. FitzPatrick – who had been the bank’s chief executive for eighteen years and then chairman for four years until he resigned in disgrace in December 2008 – had to be the key to finding out what had occurred.

In May 2009 FitzPatrick finally agreed to meet in the Holiday Inn, a less than salubrious three-star hotel on gritty Pearse Street in Dublin. Lyons had met FitzPatrick only once before, briefly, at the company’s annual general meeting for shareholders in Dublin’s Mansion House on 2 February 2007.

It was a different world. Ireland’s property bubble had yet to burst, and the chairman of Anglo confidently described another spectacular year for his bank to its shareholders. ‘During the period we achieved a number of significant milestones in this the bank’s twenty-first year of successive profit growth,’ FitzPatrick said. ‘Total income increased by 35 per cent to €1.2 billion – the first time the group’s revenues have broken the €1 billion mark. The bank’s market capitalization is now approaching €12 billion …’

The tone of the shareholders’ questions from the floor was accurately described afterwards by the Irish Independent as ‘good-humoured and hugely complimentary [of Anglo]’. Concern was expressed about the escalating cost of land and the prices of houses, but FitzPatrick batted such worries away. ‘We are aware of some areas of concern,’ he said. ‘It’s down to risk management and we take that very seriously and we’re happy with our exposure.’ He added: ‘The bank was built always on a conservative [lending] policy.’

The market liked what it heard, sending Anglo higher by 1 per cent to €16.20 by the close of the day’s trading.

But over a ham and cheese sandwich in the Holiday Inn’s unglamorous restaurant, FitzPatrick was a different man – no longer the confident, dynamic character Lyons had observed in the Mansion House only two years before.

The last thing FitzPatrick seemed to want to talk about was Anglo. Instead, he asked Lyons about himself: his family; his career; had he played rugby; what position; did he play golf; why did he not play golf; and so on. FitzPatrick’s interests seemed to be very much the ordinary ones of any retired businessman. Unlike his peers, however, he was not anonymous. His fellow diners kept glancing at him in a way that suggested they recognized his face from the newspapers.

When, after about half an hour, FitzPatrick eventually began to talk about the bank, a lot of what he said seemed hard to credit.

He insisted, for instance, that he did not know the names of the ‘golden circle’. Then he added he believed the deal had been approved by the state – but refused to elaborate on why he thought that.

It went on and on like that, as other scandals and issues were discussed. First FitzPatrick would say something really interesting; then he would draw back either by being vague – claiming not to know, claiming not to remember – or by refusing to comment.

The meeting ended with FitzPatrick agreeing to think about doing a formal interview, while stressing that everything he had said that day was not only strictly off the record but not even to be used as a source for any article. FitzPatrick was open to meeting again, but he was not committing to anything yet.

It took another seven months, and three more sandwich lunches, before FitzPatrick agreed to do a formal tape-recorded interview.

Initially the agreement between Lyons and FitzPatrick was that the interviews were not to be quoted or cited in the Sunday Times or in a book.

The first interview took place on 25 January 2010 – a year to the day after the publication of the ‘golden circle’ story that had prompted FitzPatrick’s initial phone call – in an almost bare room in a small office FitzPatrick uses in Dublin’s docklands. It was not clear, afterwards, if FitzPatrick would agree to a second interview, but three weeks later he and Lyons sat down again.

At this second interview FitzPatrick gave his explanation for agreeing to be interviewed: ‘I decided to do an interview because you asked me to do an interview. I am very sort of – nervous is not the word – I am very not sure as whether to do this or not do this. I suppose for the past nine, ten months various things have gone out in the media and it all seems very one-sided to me from where I am looking … I see this as some sort of opportunity … of giving my side of the story.’

Lyons and FitzPatrick had already discussed the ground rules for the interviews. The banker had to tell his story warts and all or else Lyons was not interested in continuing. FitzPatrick agreed to these conditions.

It would be another thirty-four days before the next interview, as FitzPatrick was outside the country pursuing his business affairs. Thereafter the interviews became more frequent, taking place about twice a month on average. The interviews frequently digressed into anecdotes and backtracked as FitzPatrick recalled more information as he went along.

The dates of key events in particular were a blind-spot: FitzPatrick’s diary had been kept by his personal assistant in Anglo and he did not have access to it for most of the period during which the interviews took place. Even when he did obtain the diary, he realized that not every meeting had been recorded. Dates often had to be pieced together using other sources.

Another obstacle was that FitzPatrick had learned to use e-mail only after he left the bank. Thus there was no archive of e-mail conversations between him and other key players; those communications happened face to face or over the phone, and had to be reconstructed from memory. FitzPatrick’s degree of recall and enthusiasm varied dramatically depending on the subject under discussion or what had been happening in his life at that time.

Lyons was naturally keen to make use of the material, but FitzPatrick still wasn’t sure if he wished to allow it to be published, and asked to be given more time to decide. He was keen that the story be told in its entirety – something that would not be possible in a single piece or series of pieces in the Sunday Times. A book – in which Lyons could draw upon all of the material, without restriction – was the solution that was agreed.

Lyons began to plan a book that would look not only at the catastrophic demise of Anglo Irish Bank and of FitzPatrick’s reputation, but also at their beginnings. Such a project would involve both a high degree of urgency and the careful sifting of documents and interview material to convey a highly complex story that had not yet been told. With these things in mind, Lyons asked Brian Carey, the Sunday Times’s Ireland Business Editor, to come on board as co-author. Carey brought to the project his considerable experience as a business journalist, his intimate knowledge of the Anglo story, and his own distinctive contacts and sources. In addition to the seventeen tape-recorded interviews Lyons conducted with FitzPatrick, Carey interviewed the former Anglo boss on a one-to-one basis himself in October 2010.

The transcripts of the FitzPatrick tapes – comprising 177,000 words – are the book’s central source, but not its only source. They could not have been. The need to check the veracity of FitzPatrick’s recollections was obvious, and wherever possible we used contemporary documentary evidence, public statements and other people’s recollections for this purpose. Verbal recollections and documentary information used in this book was supplied by more than fifty people who were interviewed in the course of researching articles by both Lyons and Carey for the Sunday Times – none of whom knew they might also be contributing to a book about Sean FitzPatrick.

Much of what FitzPatrick said in the early interviews about the knowledge of regulators and politicians of key events in the bank’s collapse seemed at first unbelievable. Time and again, though, the veracity of his recollections was backed up by documents and secondary sources. Where FitzPatrick’s recollections do not match other sources, we point this out; and where we have only the FitzPatrick tapes to go on, we have left it to readers to make their own judgements.

The collapse of Anglo Irish Bank is the central drama in a series of events that has culminated in the Irish state requiring a bailout from the International Monetary Fund and the European Union – an extraordinarily dramatic downfall. This book is dedicated to the sources who took real risks to shine a light on Anglo, and on the regulatory system that, in the end, failed to protect Ireland.


Prologue


‘You are telling me it is wrong. I accept that you are saying it is wrong. Maybe it is wrong but I just don’t know.’



18 March 2010

It was just after 6 a.m. when Sean FitzPatrick, the former chairman of Anglo Irish Bank, was woken by the sound of the buzzer mounted to the heavy security gate outside his home in the quiet suburb of Greystones, Co. Wicklow.

He pulled his dressing gown over his pyjamas and spoke to his visitors through the intercom. It was the gardaí. ‘They told me they wanted to come in immediately,’ FitzPatrick recalls.

He hit the button to open the gates, which he had had installed only a few months earlier after he started to receive anonymous death threats.

The commotion woke FitzPatrick’s wife, Triona, and his daughter, Sarah. They were beside him when he opened his front door. The lead detective from the Garda Bureau of Fraud Investigation stood at the door with about eight other gardaí. ‘I asked, Are you going to arrest me? They said they were.’

In the front hallway of his home FitzPatrick was told formally that he was to be arrested and taken for questioning at Bray Garda station, a few miles up the coast from Greystones.

The gardaí showed FitzPatrick a search warrant for the house and for a nearby house he also owned that was unoccupied at the time. The warrant gave the gardaí the right to remove the hard drives of computers and any business files or papers on either premises.

One of them ushered the banker upstairs into his bedroom and told him to get dressed. ‘It was all very polite and professional,’ FitzPatrick says.

At his kitchen table, the other gardaí had a cup of tea with his wife and daughter while they waited for him to return.

‘At about 6.20 a.m. they said, It’s time to move. The media are outside. I said, This is ridiculous. They said, Don’t blame us, the media are here, it is nothing to do with us. I said, Well, it is very strange they have heard already.’

With a journalist positioned outside his front gate, FitzPatrick asked the gardaí if he could leave via the back garden. They obliged by telling a patrol car to pull around into a lane that ran alongside the garden. FitzPatrick walked with the gardaí past the family’s disused tennis court to a gap in his back hedge where the car was waiting. Two male policemen sat in the front of the car and a female officer sat beside FitzPatrick in the back seat. The car pulled away at speed, out of sight of the television cameras that were filming through the bars of the front gate.

FitzPatrick had known this day would come.

Since the government had taken the dramatic step of guaranteeing the liabilities of the Irish banks in September 2008 – a move whose most immediate purpose had been to keep Anglo in business – his life had become a maelstrom. He resigned as chairman of Anglo on 18 December 2008 after it emerged that his bank had for years conspired with another bank to hide Anglo’s loans to him – personal borrowings that at the end of October 2008 amounted to €87 million. In January 2009, Anglo – which FitzPatrick had built up from modest beginnings into one of Europe’s most profitable and admired financial institutions – was nationalized by the Irish state.

That same month it emerged that Anglo had assembled and financed ten of its clients to buy 10 per cent of its shares from Sean Quinn – Anglo’s biggest borrower and, at the time, Ireland’s wealthiest man – in an effort to stabilize the bank’s share price. The following month the news broke that the bank had doctored its 2008 year-end accounts to the tune of €7.2 billion by entering into a wholly artificial transaction with another financial institution, Irish Life & Permanent.

Losses at the bank, largely due to bad debts on loans advanced to property developers, were already heading for €13 billion, and would eventually exceed twice that. FitzPatrick, who boasted a net worth of €150 million in 2005, was himself facing bankruptcy.

From the day in February 2009 when the state announced it was investigating Anglo Irish Bank – in what justice minister Dermot Ahern would later describe as the ‘biggest and most complex’ criminal probe in Ireland’s history – its former chairman was expecting a knock on the door.

The Garda station in Bray was literally a block away from where FitzPatrick grew up, and just a short walk from the gates of his old school, Presentation College. Senior members of the local gardaí would socialize in the seafront pub owned by one of his closest friends, Jackie O’Driscoll.

‘I hadn’t been on the inside of Bray Garda station since I was a child,’ FitzPatrick says. ‘I will remember it for the rest of my life, being in the Garda station at 6.50 a.m. Meeting the member in charge. Taking off my tie … There was no shoelaces because I was wearing slip-ons. They put me into a cell and referred to me formally as “the prisoner”.

‘[There was] a peephole where they check you out. Then a place in the middle of the door where they put the food through … When you are in the cell, you hear people walking towards it. You hear a bunch of rattling keys. You hear the door unlocking. It was exactly as you would see it on TV. [The cell] was six feet wide. I know that because I walked it and measured it. It was eight feet deep. It was rectangular with an open toilet on the floor with aluminium on it, just a hole down. You couldn’t sit anywhere. It was just a hole with sort of aluminium protection around it.

‘[It was] very difficult to actually sit there and eat because of the smell and you couldn’t balance a tray. There was no table. No clock. The light was on all the time.’

FitzPatrick telephoned Michael Staines, his lawyer, to tell him he had been arrested. Staines, a well-known criminal solicitor, said he would come immediately to the police station. After the phone call, FitzPatrick was put back in a cell. Staines arrived in about half an hour to talk to the banker before the interviews began, taking him through what he could expect.

FitzPatrick was allowed to call his wife and speak to his daughter on the phone in between interviews. ‘She [Triona] was worried about me and my insulin,’ says FitzPatrick, who is diabetic. ‘The police were very good on that. During the course of every interview, the member in charge would come in and ask me was I OK? Would I like a cup of tea, biscuits or anything like that? The fraud squad were making sure that I injected when I should have injected. All that sort of stuff. All very, very considerate.’

FitzPatrick faced a number of detectives working in pairs. They interviewed him six times, going over and over the same ground. Five of the six sessions focused on what the banker knew about the extraordinary set of transactions in September 2008 when Irish Life & Permanent deposited €7.2 billion in Anglo and Anglo transferred the same sum to IL&P. Anglo described the €7.2 billion it had received as a customer deposit, and the €7.2 billion it had sent to IL&P as an inter-bank loan. In cash terms, the two banks were quits; but Anglo’s balance sheet now showed an extra €7.2 billion in customer deposits. At a time when Anglo’s ability to continue trading was under threat because of a run on deposits, and with Anglo’s year-end accounts due to be prepared, this artificial deposit made the figures look a lot better.

FitzPatrick told the detectives that he knew nothing about the September 2008 transactions.

‘I said, Listen, guys, someone from Anglo Irish Bank met someone from Irish Life and they came together and they structured the deal. I don’t know (a) who from Irish Life or more importantly from Anglo Irish Bank did that; (b) I don’t know whether it was wrong. You are telling me it is wrong. I accept that you are saying it is wrong. Maybe it is wrong but I just don’t know. Until I actually saw the innards of the deal I would not know for definite, but based on the information you are giving me I will accept it is wrong if that is what you want me to say.’

FitzPatrick says he was ‘absolutely a million miles away from any liability on that particular case. I just told them all I knew and that was it.’

According to FitzPatrick, ‘They never asked me one little thing about my loans’ – i.e. the loans from Anglo that he had taken care every twelve months to transfer temporarily to Irish Nationwide Building Society, so that Anglo would not have to legally disclose them to shareholders at the bank’s financial year-end. ‘Maybe they planned to come back to me about that at a future date,’ FitzPatrick muses. ‘And they only sparingly asked me about the ten people’ – i.e. the ten who had bought Anglo shares from Sean Quinn using loans from Anglo itself.

After each interview session FitzPatrick was locked back inside a cell.

‘The sergeant in charge was a very decent man. He might knock on the door. He might bring me out and bring me for a walk for maybe twenty-five minutes all around Bray Garda station … or maybe open a door where we would look out, keep [me] away from the media, and take a breath of fresh air. We would chat away about different things …

‘They were very decent to me. There was no cheapness. There was no smart-aleck remarks. They asked all the questions they wanted to ask and I gave them all the answers I could possibly give them.’

FitzPatrick’s family had sent him an overnight bag the night before, so the prisoner was able to shave and change clothes. He had passed the time in his cell between interviews with a book of Sudoku puzzles. After his interviews stopped for the night, he slept. Questioning resumed the following morning.

The night-shift journalists were replaced by the day shift. Photographers and camera crews held their position on the low wall surrounding the station. A small crowd of locals also gathered. A copy of the Evening Herald, with its lead story ‘Seanie’s night in cold cell’, was passed around.

Just before lunchtime Inspector Colm O’Malley came out to speak to the media. He assured them FitzPatrick would leave through the front entrance of the station, so that they’d be able to get video and photographs. ‘He’s a detained man, which in my language is a prisoner,’ O’Malley said. ‘He is treated the same as everybody else; he came in this way – all our prisoners are brought in this way and come out the same way. That’s the way it is.’

At lunchtime a blue 2001 Volkswagen Golf, driven by a young man in a baseball cap, entered the station’s car park. ‘It’s a FitzPatrick car,’ one reporter said. ‘I saw it in the driveway when I was up there looking through the gates.’

The car belonged to FitzPatrick’s son David, who had flown home the night before from New York, where he worked as an accountant, to support his father. Inside the station FitzPatrick prepared to walk out into the glare of the cameras. A number of gardaí went out first, taking up positions around the station to ensure he was not rushed by the media. FitzPatrick waited a few moments and then walked out of the station. He got into the Golf and kissed his son on the cheek; then David drove away past the photographers and television crews.

At the height of the boom Sean FitzPatrick had been credited with helping to create the risk-taking culture of what was known internationally as the Celtic Tiger. As the property bubble burst and a vicious recession took hold, he was being blamed for sending Ireland towards the brink of bankruptcy.

It was a hell of a fall for the country’s top banker.

Hero to zero in less than two years: this is his story.


1. The Accidental Banker


‘I had no idea I was going to make a career in banking. 
I just wanted a loan.’



Sean FitzPatrick was born in Bray, Co. Wicklow, in June 1948. His father, Michael FitzPatrick, was a dairy farmer, and his mother, Johanna Maher, was a civil servant. The farm was in Shankill, but the family lived in Bray, three miles away, in a semi-detached house on a quiet road at the foot of Bray Head, a headland that juts into the Irish Sea, close to the town’s Victorian seafront promenade.

He was the couple’s second (and last) child; his sister, Joyce, was eighteen months his senior.

‘It was a very small farm, made up of land that [my father] owned and then conacre,’ FitzPatrick says. ‘We would have had, I am not sure, maybe fifteen or twenty cows, something like that. My father delivered milk out of his dairy around Shankill and Bray.’

Sean helped out in the business, known as the Tillystown Dairy, putting milk in churns, bottling it and delivering it. As Shankill developed as a suburb of Dublin, more land was set aside for housing. As a result, the ‘county farmers’, as they were known, were getting less and less conacre, so Michael FitzPatrick gave up dairying and set up as a tillage contractor.

Johanna Maher grew up in Tipperary. ‘My mother was a country woman. She was the immigrant, if you like. My father was the home-grown Dubliner, South Dublin, Shankill. He would have been a lot more sophisticated and more worldly-wise. My mother was going to be a nun for a while. She spent two years in a novitiate. Then she came up to Dublin and she worked two years in the civil service … She would have been secretarial or clerical. She met my father and that was it.’

In recollections for Ivor Kenny’s book Leaders, FitzPatrick recalled how he would go home to his mother and tell her he had finished second in a race and she would invariably ask who came first. ‘She had serious ambitions for us,’ FitzPatrick says. FitzPatrick attended primary school for one year at Loreto Convent Bray before going to the nearby Presentation College – ‘Pres’ – in 1954.

‘It was a very small school. There was less than twenty in my class, less than 200 in the secondary school … I developed a great interest in rugby. Our year, and the year or two before us and the year or two behind us, were good … I was a member of the swimming club. I used to swim a lot during the summer. I used to play a lot of tennis. I was a member of the golf club. Then in the winter, I used to play rugby, soccer not so much. Soccer was social. You played casual soccer down on the seafront and formal rugby in Pres. There was no tradition of Gaelic football.’

FitzPatrick was never academically minded. ‘Exams were there to be got. They weren’t the biggest thing in my life. They became the biggest thing in my life for a week or two or three weeks beforehand. They were there. They were just part of school. Sport was there to be enjoyed.

‘I wasn’t a bright kid. I wasn’t thick either. I would have been middle of the road in the class, probably at the upper end of the second level.’

Coming first in French or maths, he recalls, ‘wouldn’t have been my ambition. However, it would have been my ambition to lead Pres against Blackrock and beat them. Or to win a sprint over a hundred metres or to win the long jump. The type of athlete I was, maybe this is a terrible reflection on me, but I would say I was about twenty-seven or twenty-eight when I realized I probably wouldn’t play for Ireland. Most people would have been able to tell me that at a much earlier age.’

FitzPatrick and his sister Joyce were not close when they were growing up. Joyce was the apple of her father’s eye, bright and hardworking as well as sporty. She was captain of the local Loreto Convent basketball team and hockey teams, and got seven honours in her Leaving Certificate; Sean would get one. She went to University College Dublin, where she studied social science and was auditor of the Social Science Society. She was ‘a name in college’, FitzPatrick remembers, and went on to study for a doctorate.

Though less academically accomplished than his sister, Sean was more streetwise. Joyce tells a story of how, as a teenager, he came home to his mother and father one evening and told them he was considering a vocation as a Presentation brother or Jesuit priest. His parents were horrified at the idea. Joyce believes that the supposed vocation was a ruse, a means of getting more latitude to stay out later.

When FitzPatrick was preparing for his Inter. Cert., in 1963, he arranged to travel to France under a programme known as Étudiants de Travail. Landing at Paris-Orly airport without a place to stay, he rang the Irish embassy. He ended up staying with a French priest in a monastery in the centre of Paris recommended by the embassy.

In 1966, after he completed his Leaving Cert., FitzPatrick went to London to search for work for the summer. ‘I lived in NW10,’ he says. ‘It wasn’t Kilburn but it was near Kilburn. Near Hammersmith, but it wasn’t Hammersmith. I stayed in a big Irish boarding house. I never had eaten a fry in my life and suddenly it was the first thing I got at six o’clock in the morning before I went out to work.

‘I went over with three other students who are still friends of mine today … I went down to the local church and said where could I get digs? They gave us the name of the local digs place and we went in there. We were paying a fiver a week and we got bed, breakfast and dinner.’

FitzPatrick got a job in a local factory working with other students and emigrants. The job did not impress his fellow lodgers at the boarding house. ‘According to my fellow Irishmen, who had this sort of snob view, no real Irishman would work there,’ he says. ‘The fact that I had what most people would have thought was a semi-Dublin accent wouldn’t have endeared me either. Although when I was able to confirm that I was non-Dublin, and that I was from Wicklow, a county that never did any damage to anyone in the rest of Ireland, I was accepted as a non-Dubliner. Not quite one of them, but different.’

He was encouraged to find work in construction. ‘I remember sitting down with them and they said, Lookit, Sean, you have got to go to the guy and you have got to wear a white shirt, a bit dirty, and a jacket, none of those sweaters or any of that. You have to go to the guy and you call him John, you never call him Paddy, it’s John, that’s the name. And you say, John, any chance of a start?

‘I said, What does that mean? Start. Start? The job. That is what you say … Any chance of a start? Next Monday morning, in I went with the guys. We were picked up at the corner, we were in a Ford Transit van, and we got off in the heart of Kilburn … They would have lorries drive up and they would have Paddy Lyons, and Tommy, and Fitzpatrick Construction, and Mickey and Jimmy, or whatever it was. Then you would go and see your man and say “Any chance of a start?” Your man said, Uh, go on there, hop on that lorry there or hop on that wagon.’

FitzPatrick was eighteen years of age. He was not typical among the Irish people working on building sites in London at the time, but he was fascinated by the culture he was exposed to there. ‘I hadn’t a clue when the All-Ireland finals were going to be on. They certainly didn’t know rugby. They were all from the country.

‘I didn’t drink much but they drank. They used to go off and “sub up” to the boss. I never heard of that before. You would go to the boss on Monday and say could I have a sub. That would be getting your pay in advance. They would have big hands and would lower maybe four or five pints at lunch hour. I would be looking at them, drinking orange and [eating] a sandwich.’

After working on the construction sites by day, he did bar work at night. ‘I went straight home, I couldn’t have a shower because we didn’t have showers. You would fill the bath and you would wash from your fingernails to the top of your armpit and from your neck upwards and that was it. Then I used to go down to the pub and work three nights a week.

‘It was just fantastic, absolutely brilliant. Here I was living with Irish people who were over there for years … They lived a very limited life. They talked only about Ireland and only about their past, never the future. It was sad and beautiful. It was just brilliant.’

Those three months, FitzPatrick says, were ‘like the university of life’, mixing with the diaspora.

‘The only thing they were thinking about was the following Saturday, they were getting on a bus to the local train station, to go all the way to Holyhead, to get the boat over to get to the All-Ireland with the Kilkenny Association or the Kerry Association … And no one, absolutely no one, was ever staying. They were always going home but they were never going home.’

FitzPatrick was, of course, going home, to a degree course at UCD. University life in the late 1960s was a relatively relaxed affair. ‘It was quite simple to get into university at the time. You didn’t have to have really any qualification other than your Leaving Cert. It was before the points issue came in. There was a big failure rate in UCD at the time, not because the academic level was high but because it was so soft to get in.’

Nor was it a financial strain. ‘We wouldn’t have had a huge amount of money but we weren’t poor either. We would have had enough money to get to university … The fees were very small at the time. My parents worked hard and we worked hard. We had jobs during the summer. I used to go away and Joyce used to go away. We worked and saved money and that used to put us through.’

He chose to study commerce, and from the beginning he viewed it as a stepping stone to a profession. Socially, UCD was very much a continuation of school life. FitzPatrick made friends easily, mostly through rugby. ‘I never made the firsts but I got an odd game with the seconds,’ he remembers. (He would play the game, in the backs with Greystones and later Bective, until he was thirty-eight, and rugby would be an important source of contacts in his early business life.) He lived at the family home in Bray throughout college, pushed on by his mother and indulged slightly by his father.

FitzPatrick remembers getting wound up about his final-year examinations in college. His father gave him £20 and told him to enjoy himself and not to go back to the books until the day of the examination. ‘They were an incredible generation, that generation. We were brought up just after the [Second World] war. When I look back at that generation and the mothers and fathers just literally gave their whole life for their children. It was an incredibly unselfish generation. That would be my whole memory of my mother and father’s generation: incredibly unselfish, doing everything for the development of their kids, and certainly our home was like that.’

FitzPatrick qualified with an honours degree, Bachelor of Commerce. ‘I always knew that I was going to have to do accountancy. I was very worried about chartered accountancy because you heard so many times of the failures in chartered accountancy.

‘I remember going for interviews in Craig Gardner … The managing partner or the interview partner said to me: Now, listen, Sean, it is a big social issue – these people who commit so much of their time and their youth to becoming chartered accountants and they don’t get through their exams. The problem is this, if you failed, you could only do it so many times.’

FitzPatrick did his articles, or apprenticeship, with Reynolds, McCarron & O’Connor, which would later form part of Ernst & Young. ‘We were paid £6 per week starting off. That was £300 a year and they used to take £1 off you so they only gave you £5 and they used to give you a bonus at Christmas, that was the £1 which they had taken off you.’

FitzPatrick failed two modules of his articles at the first attempt, but passed the exams six months later. He got a job straight away with the Dublin office of Atkins Chirnside & Co., a Cork firm. Shortly thereafter the firm merged with Craig Gardner. At Craig Gardner, FitzPatrick would meet Charlie McCreevy, a future minister for finance. The two men had been contemporaries at University College Dublin, and studied in the same B.Comm. class, but did not know each other well.

‘I met him doing an audit of J. B. Carr, Joe Carr, the famous golfer,’ FitzPatrick recalls. ‘He had a clothing firm and other interests … I would have seen myself as senior to [McCreevy] for no reason [other] than I felt to myself I should be. I said, Charlie, listen, will you ever prepare the papers and I will do the consolidation. Charlie said, Oh, no, no, Sean, I will do that, boy. I said, Oh, no, no, I will do that. I am doing all the bigger companies … That was how I ended up meeting Charlie. I liked Charlie then. He was a nice guy.’

FitzPatrick’s career ambitions were clearly defined. ‘I really did want to become a chartered accountant. Then I was in a profession, and that seemed to be the place to be. After that, I would like to become a partner.’

Necessity changed his focus.

FitzPatrick first met his wife, Catriona O’Toole, when he was still in school. Bray in the 1950s was a busy seaside resort, not the commuter town it is now. Before the advent of the package holiday, visitors came from Scotland, Northern Ireland and the north of England to the town for their two-week holiday by the sea, and many Dubliners also rented homes there. There were amusement arcades and ballrooms and bandstands. ‘Triona’s parents used to take a house out in Bray for the summer. I was working in the amusement arcade. I was running the bumpers. Triona has a brother, who is fourteen years younger than her. He was just a baby and she was wheeling him around. She came in to look at the bumpers one day and there was this fantastic-looking guy jumping like Tarzan from the back of one bumper to the other.’

It was a brief encounter. ‘It was no big deal. She was too young at the time.’

They met again some years later when FitzPatrick was studying at UCD. ‘She was in Loreto Stephen’s Green in school, a boarder, and I used to get off the train in Westland Row and I used to walk all the way up to UCD, which was up in Earlsfort Terrace. I had to walk past [Loreto]. One day she was coming out of school getting her breakfast, or getting her papers, whatever she was doing and she recognized me. She said, “How are ya?”, I said, “How are ya?” … I think I was in third year, and didn’t I invite her to the graduation ball for the B.Comm. I was going out with a girl and then it was all off and so suddenly I needed someone to go, so I invited her and that was it.’

The couple got engaged in 1972 and started saving to buy a house. ‘It was just very difficult to get a loan from a building society. You had to be with them for a hundred years and you had to have 80 per cent of the deposit. Ridiculous stuff.

‘Triona was working as a secretary in a company involved in ceilings. She was earning a few bob and I was earning a few bob but not a lot, I was still in articles. We used to go to the Educational Building Society up in Rathfarnham where she lived and place some money on deposit every Friday or every second Friday. Maybe with one Friday it was her money and one Friday it was my money. That was it. That was going as a deposit.’

The couple saw a house out in Greystones that they hoped to buy for about £6,700, but it was not clear where the money would come from. FitzPatrick noticed an ad in the newspaper: the Irish Bank of Commerce was looking for a young chartered accountant. ‘I said great, ticked that box. Good personality? Grand. Bright? Grand. There was preferential loans [available to employees]. I said, Jesus, that is very good.’

At the time, FitzPatrick recalls, he ‘had no idea what banking was. I had no idea I was going to make a career in banking. I just wanted a loan. Really.’

The Irish Bank of Commerce was a merchant bank, but that designation owed more to its lineage in the tea-importing business than to its actual business in the early 1970s. By the 1960s, as trade freed up, the original tea-importing owners had moved into general business banking, a field where they had little expertise and that was changing rapidly. A number of smaller banks were merging, and from this emerged the two monoliths of Irish banking: Allied Irish Bank and Bank of Ireland.

By the time FitzPatrick joined Irish Bank of Commerce, it was under a new management team headed by Michael Sheehan and Gerry Watson.

The bank was based in a Georgian house of about 3,500 square feet on Merrion Square. The young FitzPatrick was impressed. Sheehan drove a Jaguar and Watson drove a top-of-the-range Citroën. FitzPatrick started work on 1 April 1974. He was led into his office, which had a deep pile carpet and a large desk upon which sat copies of that day’s Irish Times and Irish Independent. The first thing FitzPatrick did was phone his mother.

He also got a loan for £7,200, which covered the cost of his new house in Greystones, and a separate £400 that his new bosses said he could use to play the gilt market. ‘I didn’t know what the gilt market was,’ he told Ivor Kenny.

In September 1974, less than six months after FitzPatrick stepped into his new office, and weeks before his impending marriage, Irish Bank of Commerce’s largest shareholder, Jessel Securities, an insurance company, went bust. The Central Bank of Ireland rang up Gerry Murphy, chief executive of the City of Dublin Bank, and asked if he would consider taking over IBC.

City of Dublin was a leasing company, involved largely in car finance. It ‘wouldn’t have a banker within a million miles of it’, says FitzPatrick. ‘They were all sales guys.’ By contrast, ‘Irish Bank of Commerce were all, in British terms, Oxbridge educated. Gonzaga, the Jesuits. They were sophisticated merchant bankers and you had this crowd of shiny-suited chancers in charge. It wasn’t a natural fit for the guys in Irish Bank of Commerce.’

The Irish banking industry in the late 1970s was populated by some colourful characters, and regulation was lax. Ken Bates, later to become owner of Chelsea Football Club, established the Irish Trust Bank by buying an off-the-shelf company called Kildare Banking Company and opening an office on Dublin’s Dawson Street. The bank went bust in 1976, a victim of a falling property market. During the same decade Patrick Gallagher funded his own property empire with his own bank, Merchant Banking. It would collapse in the early 1980s.

IBC, with its clientele of largely trading companies, was by comparison a staid and steady outfit. FitzPatrick rose to become its financial controller. He credits his early education in banking to Gerry Watson, ‘a man of the highest integrity’.

In 1980 Anglo Irish Bank – a cross between a finance house and a merchant bank – came on the market. It had failed, largely due to losses in its consumer hire-purchase business. IBC, now financially stable under the aegis of City of Dublin Bank, purchased Anglo Irish Bank.

FitzPatrick recalls that he was ‘the bag carrier’ on the acquisition, sitting in on the meetings but not directly involved in the negotiations. ‘I literally carried the bags,’ he says. Pat Casey, the chief executive of Anglo, left within a year of the deal to take up a new job in the insurance industry. FitzPatrick was told to go down to Hays MSL, the recruiters, and to ask them to find a new boss for Anglo Irish Bank.

‘I said, What do we need? Gerry said, Well, a guy who is experienced in lending and can run a business. I asked, Will he be going on the board? No, he’s not going on the board, we will make him general manager … What will we pay him? They said, Oh, we will pay him £10,000 a year. So here is me on six [thousand a year], I think.

‘I said to myself, as I was driving down, Jesus, I would like that job. So I pulled the car in and I got out and I rang Gerry Watson from a phone booth. I said, Gerry, I would like that job. He said, Don’t be so ridiculous, Sean, you have got a big, big future here. We are going to fly. I said, No, no, I want it. So it was cleared by Gerry Murphy and I got the job.’

At the age of thirty-two, the accidental banker FitzPatrick was the general manager of a financial institution, albeit a very small one. Its gross assets, or loans, were worth less than £500,000. Its offices were in St Stephen’s Green, a short walk from IBC in Merrion Square.

Anglo occupied a sort of middle ground within the City of Dublin group. To avoid competing with the car-leasing business, Anglo would offer leasing on car fleets and machinery at higher loan values than its more mass-market parent. To avoid competing with IBC, it would offer smaller business loans, up to £150,000. As a result of this accommodation with its parent bank, Anglo became one of Ireland’s first small-business banks.

In December 1981 Crédit Commercial de France decided to look at the Irish market, and sized up IBC. The interest was warmly welcomed within the walls of the merchant bank, particularly among those who felt uncomfortable about being owned by a car-finance company. FitzPatrick, too, was excited.

‘We were like, thank God, we are getting out and away from that crowd of hucksters,’ FitzPatrick recalls. ‘We don’t want those people, they wouldn’t understand balance sheets or how to work calculators. We don’t want that. The French don’t want it. They want a merchant bank here in Ireland.’

CCF, the third-biggest private bank in France at the time, agreed to pay £1 million for a 40 per cent stake in IBC. The French showed no interest in Anglo Irish Bank and its smaller ‘ticket’ lending, however. CCF would end up with 80 per cent of Irish Bank of Commerce, with the remainder held by City of Dublin; Anglo was left to its own devices, still owned by the ‘crowd of hucksters’.

Unperturbed, FitzPatrick went about building up the bank, carving out its niche as a small-business lender and finance house. There was, he says, ‘lots of fun’ with the French, as Anglo started angling for lending business from some of IBC’s smaller clients.

In 1985 FitzPatrick hired Tiarnan O’Mahoney, a young treasury executive from IBC, a move that upset his erstwhile colleagues. It was an important job. Treasury was the engine room of the bank, responsible for controlling interest rates and raising capital to fund lending. By that stage Anglo Irish Bank was making more money than either IBC or City of Dublin Bank. In his year-end statement in 1984, Tom Kenny, City of Dublin Bank chairman, described Anglo as ‘a jewel’.

With such a glowing commendation, FitzPatrick, the rising star, inveigled Gerry Watson to get Gerry Murphy to put him on the board of City of Dublin Bank. Then, in 1986, he went to Gerry Murphy with the idea of merging Anglo and City of Dublin to form a single bank.

‘I said, Lookit, here we are, what are we doing here? You are down on Merrion Square, I am up on St Stephen’s Green. You are fifty-four or fifty-five years of age. You need to retire now, Gerry, and I will look after you. You will become chairman and we will get rid of the chairman we have and I will become chief executive. You have got a premises and I have got a premises …

‘I said, Right, what we will do is this: we’ll put the two banks together and we will change the name of the bank from City of Dublin Bank to Anglo Irish Bank Corporation plc. Look at the ring about that! Beautiful ring. City of Dublin Bank was far too local. Because, do you know what? We are going to be huge in Ireland, huge in the UK, and we will probably have to change it to Anglo Irish Bank Europe later on because we will go out there too.’


2. The Rise


‘They were very dismissive of us. We were seen as interlopers and definitely outside the pale.’



In the reports of its launch in October 1986, Anglo Irish Bank Corporation, formed through the merger of City of Dublin and Anglo Irish Bank, was described as a ‘reinvigorated bank’. FitzPatrick, not yet forty years of age, was responsible for its creation and for generating the momentum in its profits.

It was still a tiny bank. In the year to September 1987, FitzPatrick’s Anglo reported profits of £1.45 million, a big rise on the £800,000 profits reported the year before, but still minuscule. Economically Ireland was at a low ebb. The country was racked by recession, high unemployment and emigration. For the smaller banks, the collapse of a single business client could wipe out a big chunk of a year’s profits.

‘At that stage, 1986, a loan of £100,000 or £150,000 would have been very significant [for Anglo],’ FitzPatrick says. ‘There wouldn’t have been very many of those.’

It was difficult for a small player to be both prudent and aggressive. Three banks – AIB, Bank of Ireland and Ulster Bank – dominated the market. ‘They had the whole market to themselves,’ FitzPatrick says. ‘They were very dismissive of us. We were seen as interlopers and definitely outside the pale … We saw ourselves not as a primary bank for any borrower … We saw ourselves as secondary with a small “s”, one of two banks that they dealt with. We would have been focused on the business end of the relationship, not on the consumer end, not on current accounts or chequebooks or anything like that.’

Anglo’s main ambition was to widen the scope of its business lending. The ‘biggest portion’ of this expanding business, FitzPatrick says, ‘was individuals who did investment property’.

FitzPatrick convinced himself that investment property was a proxy for the entire economy. In FitzPatrick’s view, the beauty of financing the purchase of an office ‘was that it would give us an exposure to a wider market, through one person, who has got tenants in from different sectors. So we were lending to the cleaner, to the lawyer, the glass-repair man, all through you [the property investor], because you would have had them as tenants in a building. That was the whole idea. We were very well exposed right across the economy with income coming in and with property as security.’

One problem with this view was the last four words: ‘with property as security’. FitzPatrick and his colleagues viewed property as a fundamentally stable asset class, overlooking the fact that if banks like Anglo pumped enough credit into the sector they would eventually create a bubble – and cause property to become deeply unstable. For a bank as heavily committed to property investment and development as Anglo, this was a recipe for catastrophe. By the time this had become clear to disinterested observers, Anglo had been thriving for more than two decades, and FitzPatrick’s belief that the bank’s risk was well diversified across the economy was a message he and his colleagues had repeated time and again to investors over that period. It was part of the Anglo gospel, and its wisdom was rarely challenged.

From the early days, FitzPatrick also believed that the bank stood out as being entrepreneurial. ‘We had a very good name,’ he says. ‘Why? … We were charging more for money than other banks, but what we were doing was we were giving answers quickly. We were giving very good service. People didn’t come in to Anglo and wander. We would turn around and say, Lookit, we are a niche bank. If you are looking for money to put wiring in yokes: no money. Buying a farm: no money. A home loan: no. Buy false teeth: no. If you are looking for money to go overseas: no.’

The climate for property development in Ireland in the late 1980s bore no relationship to the climate Anglo would help to create during the boom, and Anglo’s lending policies in the early years reflected this. It was important that would-be borrowers were able to demonstrate that they had access to income from a source or sources other than the property venture in question. ‘You could come in to us and say, Lookit, I have a fantastic property, a castle down in Leitrim worth £10 million. I don’t really have a lot of income, I just want to borrow, say, £1 million. You can’t lose. I will give you full security. We would say no. We would need to see cash flow.

‘If you came in and said I just have cash flow, I am in the telecoms business and I have just got cash flow and I don’t really have any security, we would say no thank you. We always wanted security and cash flow, borrowers needed to show the income coming through.’

FitzPatrick’s efforts to grow the bank in his early years at the helm were not restricted to the realm of property. He jumped into a joint venture with Swithland Motors, a large car dealer in the English Midlands, in which the dealer would sell the cars and Anglo would provide the finance. Within two years, Anglo exited the joint venture: profit margins were too low and the risk of bad debts too high. It was something of a close shave for FitzPatrick: Swithland, which had had aspirations of a stock-market flotation, went into receivership in 1993, and two Swithland executives were convicted of fraud for a series of deals after the Anglo joint venture ended.

The fastest way to grow the bank was by acquisition, and FitzPatrick’s purchases were driven more by gut instinct than by careful calculation. In 1989 Anglo purchased two stockbroking firms, Soloman Abrahamson and Porter & Irvine. Stockbroking was far from the core of the business, and FitzPatrick later recounted that the move into stockbroking was driven by ‘greed’. He could see that his professional clients were investing a lot of their money
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