
A conversation with Irish Life Investment Managers 

Welcome to Embracing Investments. In this edition, we interview Brendan O’Regan, who is Irish 
Life Investment Managers Head of Property Fund Management and responsible for ILIM’s direct 
and indirect property funds on behalf of institutional and retail investors.

The world is slowly coming to terms with Coronavirus and the impact it is having on our lives today 
and the uncertainty of the impact it will have on our lives tomorrow. While there are promising 
signs that the difficult measures taken everywhere are working to control the outbreak, the extent 
of the human and financial toll are still largely unknown. Stock markets have shown significant 
resilience and confidence that we are moving in the right direction to minimise that toll but people 
are still concerned about the shorter term effects on investments and the longer term impact 
on retirement savings and pension nest eggs. Many are either owners of property or directly or 
indirectly invested in it and wondering what the present and the future may hold. 

Brendan gives us his thoughts on property as an investment, some insights into the managing 
property as an investment and the outlook for existing investments and new opportunities that he 
and his team are actively looking at.

BRENDAN, I THINK IT IS FAIR TO SAY THAT THE LAST 20 YEARS  PROPERTY HAS SEEN 
ITS FAIR SHARE OF UPS AND DOWNS FROM THE HIGHS OF THE EARLY NOUGHTIES TO 
THE LOWS FOLLOWING THE GLOBAL FINANCIAL CRISIS, YET THE INTEREST LEVELS 
IN PROPERTY REMAIN HIGH WHETHER IT IS A PROPERTY TO LIVE IN, TO RENT OR TO 
INVEST IN. CAN YOU GIVE US YOUR INSIGHTS AS TO WHY YOU THINK THAT IS? 

Well, property is what we call a real asset and over the longer term it can deliver both income and capital and 
protect against the impact of inflation. This is an attractive combination for all investors and at different times 
they value each of those parts of the return differently. Over shorter periods of time, the rise in prices can draw 
investors in, who are looking for a good return on their capital while also benefitting from the rent or income. 
Periods when interest rates are low and investment markets are strong, like the early noughties, are a good 
example. Other investors, like pension funds, look more at the benefits that long term sources of income or 
rents can bring to help provide retirement benefits.

THE CHANGING FACE
OF PROPERTY



YES, BUT THAT HAS NOT ALWAYS ENDED VERY WELL FOR MANY PEOPLE…?

No, that is true so it’s important to understand the type of investment that property is. It is a long term 
investment. Property does not trade as easily or as quickly as shares or bonds so the benefits of investing in 
property are often delivered not just in a different way but over a different time frame. When looked at in 
that context, property can provide a valuable and different type of return within an investment portfolio and 
that really is the key, as part of an investment portfolio. Investing in any asset on its own, whether property or 
shares or bonds leaves investors exposed to the up’s and downs of that asset alone. Spreading the investment 
risk across assets, which we call diversification, reduces the impact of any one asset on overall performance.

THAT SEEMS REASONABLE…WE SHOULD INVEST IN PROPERTY BUT NOT JUST IN 
PROPERTY?

Exactly. Even then, within the assets that we manage, we also diversify for the very same reason. So for 
example, we diversify by sector, by tenant, by building, by rental levels and by location. As the largest 
commercial landlord in Ireland, we have always believed in the benefits of, and the need for, diversification in 
our portfolio. Given the current fluctuations in property and other markets, we are seeing the benefits of that 
diversified portfolio approach.

We manage over 150 properties, mainly in the office and retail sectors, which are generally situated within 
prime locations and we have about 650 tenancies across all sectors. This gives us unique insight into the Irish 
market during this challenging time. 

SO WHERE ARE YOU SEEING DIFFICULTIES EMERGING AT PRESENT? I PRESUME THE 
FUTURE OF OFFICES AND RETAIL IS HIGH ON YOUR AGENDA GIVEN THE AMOUNT OF 
MEDIA COMMENTARY ON BOTH. 

Yes, absolutely – the main challenges we are seeing right now are in the office and retail sectors. For offices, 
it’s more about the long term structural and occupational changes that may occur. The past 12-24 months has 
not seen any material increases in top line rental levels in Ireland. And while there is significant development 
ongoing, more than half the space under construction is already let, and there is a low vacancy level. Prime 
office rents are around €55-60 per sq. ft. in general and quite resilient, so that sector is facing into the current 
situation from a position of strength. For example, we have two large office buildings under construction 70 St 
Stephens Green and at Cadenza on Earlsfort Terrace, both of which are pre-let at rents similar to those I just 
mentioned. It is very pleasing to all of us to see construction workers back on these sites in recent weeks and 
we look forward to delivering these fantastic buildings to our tenants.

In the current environment, I am often asked about the potential fallout from people working from home. It 
is a reality for so many of us now but we think a more normalised environment will resume in time. My coffee 
breaks in the office often involved a walk with 1 or 2 colleagues which had both social and work benefits. In 
contrast, for me a “break” at home might involve unloading the dishwasher, or briefly chatting with the kids and 
convincing them that my day isn’t over just yet and I need to go back to work. I do believe many people are 
keen to return to the office sooner rather than later, but with more flexible arrangements.

SO, WHAT ABOUT RETAIL?

For retail, it’s both the immediate challenge of retailers just staying in business while in the medium to long 
term, it’s the acceleration of the headwinds brought about by the increasing penetration of online retail. 
One surprising feature is that we are seeing our smaller retailers being more nimble and flexible in managing 
through this time, while a lot of the larger, multinational retailers are burdened by the sheer scale of the 
challenge in front of them and their inability to react to each localised situation. They are catching up, but it’s 
a credit to the smaller retailer as to how well they have reacted. The ongoing structural changes in retail from 
online sales will be compounded by the Covid crisis. Retailers will face significant challenges but a new norm 
will emerge.
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Warning: Past performance is not a reliable guide to future performance.

Warning: Investments may go up as well as go down.

THESE ARE WELL ESTABLISHED SECTORS WITHIN PROPERTY. IN THE LAST FEW YEARS 
WE HAVE SEEN THE INVESTMENT MARKET FOR PROPERTY EVOLVE WITH THE ADVENT 
OF MORE PROPERTY COMPANIES ON THE STOCK EXCHANGE AND OF COURSE REIT’S. 
HAVE THERE BEEN ANY SIGNIFICANT DEVELOPMENTS IN TERMS OF WHAT YOU CAN 
OR WILL INVEST IN?

Yes, we are always on the lookout for new opportunities that fit with our overall approach to managing 
property and which will ultimately benefit the underlying investors. We recently moved into the PRS or Private 
Residential Sector which we think is an important and growing sector in the Irish property market and which 
adds further diversification to the current portfolio of assets we manage. Housing supply is expected to be 
well below demand levels for the year, so, whilst most people agree that increased apartment construction and 
living is the only means of meeting the growing population’s needs, the market is not yet meeting this critical 
need for rented apartments. For example, of the 20,000 units built last year, only about 2,600 of these were 
apartments built in Dublin, and in the restx of Ireland, only another 950 apartments were built.  

There is an increased risk that new construction supply of PRS apartments will decrease in the short term, 
which will put further pressure on the limited availability of rented stock. That said, Rents are expected to 
remain stable, at best, in the short term, with the most downside risk at the higher end of the market. We think 
longer term investors will continue to invest in Irish PRS due to its attractive income and the opportunity to 
scale in a growing market.

THAT SOUNDS LIKE A REALLY INTERESTING DEVELOPMENT. FINALLY, AND THIS IS 
THE MILLION DOLLAR QUESTION, WHAT ARE YOUR VIEWS ON CURRENT VALUATIONS 
AND THE OUTLOOK OVER THE NEXT 12 MONTHS?

Well, by the end of March or within weeks of the lockdown, the impact of Covid was already being reflected in 
our portfolio as all valuers in Ireland, and across Europe, inserted what they are calling a “material uncertainty 
clause” in their valuations. Essentially, valuers were saying the due to the market events, and in particular the 
almost immediate cessation of investment transactions, they had less certainty on asset values. Unsurprisingly, 
retail was hit first and hardest as investor appetite for this sector is significantly impaired right now and the 
rents that retailers can afford to pay is certainly less than before. It will be the back end of this year before we 
get a better sense of the exact impact on values in each sector.

The longer term outlook, given what we know now, means that investors will require higher returns in the 
future to reflect the current uncertainty, in all but the best properties. In addition, where there is increased 
income risk, such as in the retail sector, this will undoubtedly translate into higher yields over the course of 
2020 and perhaps beyond. The underwriting of tenant solvency is of increasing importance in pricing risk. I do 
think, however, that some of the perceived increased risk may reverse as markets pick up in the final stages of 
the year and lower interest rates are likely to give real estate yields some support over the medium term. 

This document 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. 


