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FLOOR AREA (SQ FT) PASSING RENT PA MARKET RENT PA WAULT

3.6m €79.36m €98.03m 7 yrs 2 mo. 
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 FUND CHARACTERISTICS & PERFORMANCE
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MARKET COMMENTARY

Property has outperformed equities and bonds over three, five, and 10-year periods, largely due to continued 
investor demand for the asset class. Funds across the globe have increased their property exposure and the 
low interest-rate environment has prevailed since the global financial crisis. Irish property has outperformed the 
aggregate European and international markets every year since 2013, apart from 2017, and continues to enjoy a 
period of high leasing and transaction activity, which supports valuations and rental levels.

Despite a long run of years of high transactional activity, 2019 
appears to have set a new record for volumes, with sales receipts 
of investment property reaching €7.2bn (according to CBRE). This 
figure compares with a running average of approximately €3.6bn 
for the years since 2013. This figure was significantly augmented 
by the sale of Green REIT (a largely office sector portfolio of 
approx. €1.34bn), which completed in the fourth quarter.

Q4 was one of the most active periods for property transactions 
in a number of years, accounting for €4.2bn of sales. Demand for 
this product is now invariably from long-term European institutions 
or Asian funds. This is a complete reversal from the pre-crisis 
period, when domestic investors dominated the market. The 
conventional sector for this type of investor has been offices, and 
while that continues to be the case, the private residential sector 
(PRS) has grown in significance over the past 24 months, and now 
accounts for a very significant proportion of deals. For example, 
approximately 36% of capital committed to the Irish market in 
2019 was to the PRS sector. Note that this includes forward-
fund transactions, which will be delivered over 12-24 months.

Capital values were broadly stable in 2019. However, there was 
marginal compression in yields and increases in rent for some 
office and industrial locations. Meanwhile, retail continued to 
suffer some negative valuation impact on the back of poor investor 
sentiment. Notwithstanding that, Irish Life completed the sales of 
proportionate holdings in two significant shopping centres during 
in the fourth quarter: St. Stephen’s Green SC and Navan SC, both 
at prices above valuation.

Stamp duty on commercial property was increased again in the 
2019 budget from 6.0% to 7.5%, which had a direct negative 
impact on values in November. This increase negatively impacted 
fourth-quarter values by an average of -1.4%, while development 
assets typically suffered greater falls, due to the particular 
assumptions made in valuing these properties.

Annual investment market turnover

Source: JLL
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MARKET OUTLOOK

While returns from property are expected to be rather muted compared with their 5- or 10-year performance, the 
outlook for Irish property in 2020 is positive. Fundamental economic indicators remain stable, and occupational 
demand for space, which underpins the investment market, is healthy across the sectors.

We do expect significant changes in the trends affecting the occupational markets during 2020. The office market 
remains very active and a number of on-going, large-scale requirements are likely to maintain similarly high take-up 
for 2020, supporting continued development and rental levels. In the retail and industrial sectors, occupiers focus 
remains on prime stock. Continued take-up and relatively low levels of development could support rental increases in 
secondary locations.

While there are risks around retail property values, we do not anticipate material shifts on a market level during 2020. 
On the upside, we do envisage a number of prime office sales to eclipse the 4% yield threshold and, subject to no new 
legislative changes, marginal value growth in the PRS sector.

MARKET COMMENTARY

The office sector
The impressive investment market for office property is 
underpinned by continued demand and leasing activity at the 
occupational level. While the fourth-quarter statistics for take-up 
were not available at the time of writing, 2.2m sq ft of office space 
was signed in the first three quarters of the year. This is down 
7% from the same period for 2018, which is rational given that it 
follows a series of years of high activity. The TMT (technology, 
media, and telecoms) sector remains the dominant consumer of 
new space, while the government and serviced office providers 
also increased their footprint. Prime rents remain stable, ranging 
€55–65 per square foot (psf) in the central business district and 
€27.50–€32.50 psf in the suburbs. The prime office yield was 
further established during 2019 at 4.00% for the central business 
district and 5.00% in the best suburban locations.

The retail sector
The retail sector continues to be impacted by poor sentiment, 
ostensibly driven by consumers’ migration to online retailing, as 
well as poor performance in the UK, with associated concerns 
of contagion in Ireland. It should be noted that the actual 
performance of stores in Ireland has not suffered the same fate of 
those in the UK, where consumer sentiment has lagged as a result 
of Brexit. In addition, over-expansion in the past has left many 
retailers vulnerable to such shocks.

While values have continued to decline marginally during the 
fourth quarter, there is good demand for prime locations such as 
Grafton and Henry Streets, as well as the prime shopping centres 
that orbit Dublin. Rental levels have remained static through 
2019. Zone A rates on Grafton Street range from €575–€605psf, 
while Henry Street values range from €375–€400psf, although 
that street has not seen any new evidence during 2019. Prime 
retail yields on these streets are at 3.25%–3.75%, respectively, and 
prime shopping centres range from 4.75%–5.25%.

The industrial sector
The industrial sector accounts for a relatively small proportion of 
investment-grade property in the Irish market (5–7%). It has been 
the beneficiary of the retail sector’s misfortune, as retailers use 
warehouses to distribute merchandise to consumers instead of 
retail stores. As many European funds have sought to increase 
their exposure to this sector, particularly the logistics sub-sector, 
investment demand and values have risen sharply across Europe 
in recent years, and the prime yield for industrial stock in Dublin 
now sits at 5.0%. Occupational demand is healthy, though not 
subject to the same heightened demand as the capital side. Many 
new leases are on new buildings, which have been built to suit 
and rents, of which the prime range €8.50–€9.50psf, reflect the 
bespoke nature of these properties.
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ACTIVITY

St. Stephen’s Green Shopping Centre  
The Fund disposed of its ~20% holding in this property, along 
with the co-owners, in November. While the sale price remains 
confidential, a figure in excess of valuation was achieved.

Navan Shopping Centre  
The Fund disposed of its 15% holding in this property in 
November for a disposal price in excess of the Fund’s valuation.

43/44 O’Connell Street  
The sale of this property was concluded 
in December for €3.9m, which was in 
excess of valuation. The property forms a 
vacant retail unit at ground level and office 
accommodation in the upper floors, which 
are in need of refurbishment. 

Earlsfort Terrace   
The Fund is replacing two dated buildings with a prime 115,000 sq ft office 
property. During December the new development was pre-leased to Intercom 
for a term of 18 years. The contracted annual rent is close to €7m, equating to a 
headline rent of €60 psf. Demolition and construction has commenced and the 
completed building will be delivered in Q1 2022. This redevelopment is in line 
with the Fund’s strategy to upgrade its portfolio, while the pre-letting to Intercom 
removes leasing and vacancy risk for the Fund. 

2 Grand Canal Square  
A new lease was entered into with ICBC Leasing for approx. 
9,400 sq ft. The Fund accepted a surrender of this space in 2019 
and following a refurbishment, it has secured a higher rent from 
a strong covenant.

77 St. Patrick’s Street, Cork  
A new lease was entered into with The Card Factory for a rent of 
€100,000 pa.



Irish Life Assurance plc is regulated by the Central Bank of Ireland. 

This document is intended as a general review of investment market conditions. It does not constitute investment advice and has not 
been prepared based on the financial needs or objectives of any particular person, and does not take account of the specific needs or 
circumstances of any person.

The author cannot make a personal recommendation for any person and you should seek personal investment advice as to the suitability 
of any investment decision or strategy to your own needs and circumstances. Any comments on specific stocks are intended as an 
objective, independent view in relation to that stock generally, and not in relation to its suitability to any specific person.

ILIM may manage investment funds which may have holdings in stocks commented on in this document. Past performance may not be a reliable 
guide to future performance. Investments may go down as well as up. Funds may be affected by changes in currency exchange rates.


