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

3.6m €81.84m €100.53m 7 yrs 2 mo. 
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 FUND CHARACTERISTICS & PERFORMANCE
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MARKET COMMENTARY

At the start of 2020, the Irish property market looked mature but positive, with a large amount of ongoing activity across 
occupational markets, the investment market and in development. Underlying economic indicators and projections put 
Ireland in a comparatively good position, poised to continue to attract investment. Indeed, international occupational and 
investment demand registered with Irish property agencies was at an all-time high.

Despite an ongoing negative trend away from retail property, activity in 2019 reached 
new records in terms of investment turnover – exceeding €7bn. Occupational demand 
supported strong occupancy levels, rental values, and development. 

The first quarter started in the same vein, with a reported turnover of €675m; 73% of 
this investment was coming from overseas. The office and residential sectors dominated 
investment demand, accounting for 54% and 33% of trade, respectively. The majority of 
residential deals are of the forward fund/purchase model, whereby newly built buildings 
will be delivered over the next 12–24 months. 

The office sector started the year recording customary high take-up statistics. Just over 
one million square feet (sq ft) were signed in the first quarter, 31% of which were pre-lets 
of space under development. The largest office letting of the period was that of 250,000 
sq ft at 1 & 2 South County Business Park to Mastercard. Meanwhile, the largest letting 
in the central business district (CBD) was 135,000 sq ft at 28 Fitzwilliam to Slack, the 
online collaboration software company. In keeping with the demand we have seen in 
recent years, the technology, media and telecoms (TMT) sector was the most active user 
to sign up to more space, accounting for 70% of first-quarter deals. 

In the retail market, Henry Street saw its first letting in some time when Vodafone signed a 
new lease on No.23, which was previously occupied by Pull & Bear, an Inditex brand. That 
occupier has moved slightly westwards to Mary Street and has taken an assignment of a 
property formerly leased to JD Sports, who opened a flagship store in the adjacent Jervis 
Centre in 2019. Rental levels remained static and range from €575–€600 per square foot (psf) 
Zone A on Grafton Street and €375–€400psf Zone A on Henry Mary Streets. Performance of 
Dublin’s suburban shopping centres was positive. Vacancies were limited, and stable turnover and footfall were recorded by managing agents. 
No significant investment transactions occurred in the retail sector during the first quarter, which accounted for 4.5% of investment turnover. 

Similarly, industrial property also accounted for 4.5% of investment turnover during the first quarter. It is a sector that, despite very 
strong investor demand, has hitherto accounted for a small proportion of the investable market in Ireland. Take-up of industrial space 
recorded its highest-ever quarterly amount in quarter four of 2019 at 1.37m sq ft, putting the 2019 total 12% ahead of 2018. This is 
partly the result of a move to larger premises that have been in development for some years. Rental levels have been stable and range 
€7.50–€9.50 psf for modern specified property in Dublin, with a number of exceptions for built-to-suit premises exceeding these levels. 

The onset of Covid-19, which the WHO declared a global public-health emergency on 30 January and a pandemic on 11 March, has caused 
governments around the world to implement stringent movement and operational restrictions, which dramatically curtailed economic 
activity. At the time of writing, it is not known how long these restrictions will last, and therefore their full impact cannot be quantified. 

The investment market continues to operate, but with practical limitations on international travel, property inspections, and the logistics 
of document execution, deals are being delayed and new products are not being launched to the market. Debt funding, both new deals 
and drawdowns in some instances, is restricted, which is inhibiting the ability of investors to execute deals. 

In March 2020, the Royal Institution of Chartered Surveyors provided guidance to property valuers to exercise caution when publishing property 
valuations, due to the uncertainty that the Covid-19 crisis was causing. As a result, the majority of valuers attached ‘material uncertainty’ clauses 
to values published in March, although the impact on valuations themselves was broadly minimal. This resulted in a number of property funds 
being suspended.

Retail property has been the most obviously affected sector so far in the crisis, as the majority of ‘non-essential’ retailers have been 
forced to shut their stores. Meanwhile, those that have remained open have reported significant increases in costs associated with 
staffing and measures to maintain physical distancing between staff and customers in store. Online retail has been maintained, although 
this is being affected by lockdown measures and the supply chain of products. The crisis emerged close to the time when the normal 
second-quarter rental payment would have been due (as most rental payments are quarterly in advance), and requests for deferments 
or other concessions around rental costs have been widely reported.

Q1 2020 TURNOVER

€675m

54%
OFFICE 

33% 
RESIDENTIAL



QUARTERLY REPORT Q1 2020

MARKET OUTLOOK

The adverse impact of the Covid-19 crisis on the property market and its various occupational sectors will be 
highly correlated with the length of time the crisis lasts. 

Underlying investment demand in the short term is expected to stay focused on the dominant office and 
residential sectors. However, new transactions are unlikely to occur without some lifting of restrictions, 
particularly as the weight of investor activity has been from overseas parties. The crisis is likely to lead to a 
repricing of income risk, with core secure income properties out-performing in the short term, and sector 
differentiation becoming more apparent. 

Retail is likely to suffer further from negative investor sentiment. Investment funds could rebalance sector 
allocations, reducing exposure to what is perceived to be a relatively volatile market, in tandem with growing 
investment in residential, which has a more stable income profile. Pricing of retail property is likely to follow 
this trend downwards. The divergence between retail and other core sectors of office, residential and logistics 
in the UK has widened dramatically in the UK, and that may play out in Ireland. The crisis is likely to increase 
the rate of tenant failures in the retail sector, particularly those that have a significant exposure to the UK 
market, which has been lagging for a number of years.

It remains to be seen whether the worldwide working-from-home experiment affects demand for office space 
over the medium to long term. For the time being, however, the Dublin market remains relatively insulated 
from a reduction in demand. While pipeline development delivery is more than 50% pre-let, over 2m sq ft 
of new supply will be delivered to the market over the next 24 months. Should new occupier requirements 
dissipate, some softening of office rents may occur. The serviced office sector may well be seriously affected, 
with the WeWork business particularly in focus.

Similarly, it is difficult to project a large reduction in demand for both residential and logistics accommodation. 
There are downside risks for these sectors; as the wider economy contracts as a result of this crisis, a reduction 
in consumption could adversely affect demand for industrial space and a large increase in unemployment could 
curtail rental growth for residential.

MARKET COMMENTARY

The majority of lettings and rent reviews ongoing at the outset of 
the crisis have been paused, with operators focusing on maintaining 
existing business and taking a wait-and-see approach to expansion. 

A number of large office lettings have continued to be negotiated 
or indeed signed following the instigation of Covid-19 restrictions, 
which demonstrates the underlying health of that market. 
Otherwise, the majority of ongoing activity has stalled pending a 
resolution of the physical restrictions in place. Enabled by modern 
technologies, an impressive proportion of office-based employees 
have continued to work remotely, leaving most offices vacant, 
save for skeletal staff for essential functions. 

Overall, 5.6m sq ft of new office space was at various stages of 
construction during the first quarter, 58% of which was pre-let. 
To observe more stringent government restrictions and assist in 
reducing the spread of Covid19, construction work on new office 
space ceased at the end of March. 

The logistics sector, deemed essential and therefore unaffected by 
government restrictions, continues to operate. Indeed, this sector 
carries a heightened degree of importance due to the restrictions 
on individual movements. As a result, in general terms, the 
industrial/logistics property sector is the least affected at this time.
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ACTIVITY

Cadenza, Earlsfort Terrace 
The Fund is replacing two dated buildings with a prime 115,000 sq ft office property, which was pre-let in 2019 to Intercom. 
Construction work continued during Q1. Demolition stage completed at the end of January and piling has been ongoing since. The 
site has been closed since the introduction of Covid-19 restrictions on 27 March.

Hambleden House,  
Pembroke Street  
Refurbishment work was completed 
at this property in Q1, which 
included refurbishment of the 
lower ground floor office space and 
common areas, as well as installation 
of shower facilities and a disability 
access lift. The lower ground floor 
space was also leased to Kane Touhy 
solicitors for a rent of €256,680pa.

24-26 City Quay, Dublin 2 
This property is being extended by 10,000 sq ft and all five floors are being refurbished to meet the high standards expected 
of occupiers in the CBD. The first fully refurbished floor was delivered in November and work continued during Q1 when 
the second floor reached practical completion (23 March) and all other aspects of the project were substantially completed. 
The entire project was due to finish on 24 April, however Covid-19 restrictions in place since 27 March meant that all work 
on site was suspended.

Leasing of the three remaining floors in the building is at an advanced stage.



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.


