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

3.6m €84.24m €97.49m 7 yrs 1 mo. 

AT A GLANCE

YIELD PROFILE VACANCY

4.
8%

 

4.
8%

 

5.
2%

 
NAV GAV NO. OF ASSETS

€1.59bn €1.83bn 73

Income  
Yield

Equivalent  
Yield

Reversionary  
Yield

9.52%

Normal Vacancy

Development Vacancy

3.62%

3.17%

2.73%

Agreed lettings in legals



QUARTERLY REPORT Q2 2020

 FUND CHARACTERISTICS & PERFORMANCE
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Of the 11%, approx. 4% is pre-let and approx. 2% has not commenced.
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MARKET COMMENTARY

All markets were dominated by the coronavirus pandemic in the second quarter. Restrictions on travel and general 
uncertainty have curtailed investment and leasing activity across the property market. This contrasts with the high 
levels of activity we saw early in the first quarter. The retail sector in particular experienced major operational difficulties, 
accelerating the structural change sparked by online shopping. 

Investment activity has continued, but at reduced levels. A 
number of deals concluded during the second quarter, although 
most have stalled or are progressing at a slow pace. At a headline 
level, the quarter saw €430million of investment across 17 deals 
nationwide. One very significant transaction was the sale of 
Bishop’s Square, a large, modern office building in Dublin city 
centre principally let to state occupiers, which sold for €183m 
and reflecting a yield of 4.0%. This transaction was agreed before 
the pandemic hit, but was contracted and completed during the 
crisis. There were six other transactions above €10m, including 
a long-term sale and leaseback of the new Clayton Hotel on 
Charlemont Street by Dalata Hotels. Also in Dublin city centre, 
we saw the purchase of a minority stake in Riverside One on Sir 
John Rogerson’s Quay by the majority owner. Blackthorn House, 
a modern office building in Sandyford that is let to Google was 
sold by Irish Life in an off-market process for a price in line with 
pre-crisis levels. These deals are generally strategic disposals or 
acquisitions, or else have strong income profiles. The market can 
be described as having a limited appetite for risk currently. The 
level of trade in quarter two was approximately 33% of that seen 
in the second quarter of 2019.

Following guidance from the Royal Institution of Chartered Surveyors (RICS), valuers attached material uncertainty clauses to values 
reported, and these remained in place throughout quarter two. Transactions of some property types in some parts of Europe have 
continued, and the material uncertainty clause has been removed from valuations of similar properties as a result. Limited trading of 
property in Ireland precludes valuers from doing likewise at this stage. 

In the absence of transactional evidence, property valuers have reflected sentiment in determining their opinion of valuation of 
individual assets. This has resulted in a reduction in the value of most retail properties, mainly through an increase in the capitalisation 
rate, while prime office, industrial and residential values have been broadly stable. 

The office leasing market in Dublin over the past 10 years has had an average quarterly take-up in excess of 600,000 square feet (sq ft). 
The second quarter of 2020 is being described as a lost quarter, with less than 100,000 sq ft of take-up recorded. Many tenants have 
been dealing with more pressing issues than relocation or expansion. In some instances, existing lease events, such as break options 
or expiries, are forcing activity. Covid-19-related difficulties associated with inspecting, agreeing and documenting terms, fitting out, 
and relocating, mean any discretionary movement is unlikely to happen until more certainty emerges. The contrast to the first quarter 
of 2020, when 1m sq ft were leased or sold to occupiers, is particularly stark. The largest letting this quarter is an outer suburban 
letting to the OPW in Balbriggan, which would not have made it in to the top 10 deals in quarter one. Numerous corporate expansions 
and relocations including Huawei, Google, Ericsson, and Regeneron have been delayed or put on hold. Reduced activity has not fed 
through into any discernible change in office rental values. 

The hardest-hit sector in the market has been retail, with many shops closed for much of the quarter. The retail sector was going 
through a structural change before Covid-19 hit Ireland. There have been some high-profile corporate failures in the sector, with 
household names including Debenhams, Monsoon/Accessorize, Laura Ashley, Oasis, Aldo, Mothercare and Cath Kidston entering 
insolvency/restructuring processes. The enforced closure of most shops through the lockdown has had a knock-on effect on landlords, 
with typically 25–30% of retail rents due being paid in the quarter, in contrast with the other sectors where most tenants have paid. 
There has been a lack of significant retail leasing activity during the quarter. Bucking the trend, supermarkets have performed strongly, 
with grocery spending up on the same period last year, despite the enforced economic slowdown. The supermarkets have benefited 
at the expense of the food and beverage market, which was repurposing a lot of surplus retail space over the last two years. The sub-
sector has been hit hard due to the enforced closure of all but takeaway food for the majority of the quarter.  
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MARKET OUTLOOK

The current hiatus in investment transactions is expected to improve as international travel restrictions are eased. 
Investors and developers have generally held back offering property for sale openly on the market as international 
investors, who are a significant element of the buying market, are unable to visit the properties. 

Despite current market uncertainty, property investments with secure income streams, regardless of the sector, will 
continue to attract interest from investors. Pricing looks set to remain stable, given an outlook where interest rates and 
inflation should be low for the foreseeable future.

Consumer confidence will need to return to support a recovery in the retail market to prove rental levels again 
after the crisis has passed. This will bring more clarity to pricing. Working from home has encouraged more online 
shopping, with trips to shopping centres and city centre shopping streets less frequent than when working outside the 
home. Tourist-driven retail will continue to suffer in the short term until travel is easier. 

Working from home is likely to become more mainstream in the post-Covid-19 world. This ultimately will have a 
knock-on effect in the office market, as some tenants will reduce the headcount they need to accommodate, but this is 
likely to take a number of years to take effect. In the short term, lower densities of occupation, to accommodate social 
distancing, together with increased demand for car parking, will mean that office tenants use their existing footprints, 
albeit less densely occupied than before. Take-up is likely to increase in the third quarter, as there was 650,000 sq ft of 
lettings agreed at the end of quarter two.

Industrial activity looks set to continue to be strong, as the structural change in shopping to a more online weighted 
process takes hold. Our domestic population limits the potential for expansion of this market as, with the exception of 
data centres, industrial buildings service the local population.

Residential will continue to see new development and strong investor appetite, as its defensive qualities have been 
proven in this crisis. The development pipeline is growing, with planning permission fast tracked through the SHD 
process straight to An Bord Pleanála. Many of the planned schemes may not be built as investors and funders become 
more selective when faced with greater choice of opportunities.

MARKET COMMENTARY

Industrial space remains in short supply in the city, with some 
short-term requirements for storage taking up space in the 
quarter. The crisis has accelerated a change in shopping patterns 
and that has a knock-on impact on supply chains. Notable 
transactions in the quarter included a forward commitment by 
Amazon to take 140,000 sq ft in Northwest Logistics Park. Prime 
rents are holding firm at €10.00 per sq ft, ranging up and down a 
little depending on the specification.

The most resilient of the main sectors of the market has been 
residential. Rent collection in the residential market has been 
strongest of all sectors, with only nominal levels of rents not being 
paid in the quarter. Rents in better suburban schemes have held 
up at pre-crisis levels, with some evidence of rents softening in 
the city centre. Investor demand remains strong, with very little 
product available to buy. There is some off-market investment 
activity – only two transactions of note completed in the quarter.
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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 at a rent of approx. 
€7m pa. Work on site was disrupted at the very 
end of the first quarter due to Covid-19, but 
has since restarted under the revised protocols 
to ensure the safety of all personnel on site. 
Piling completed during Q2, with capping 
beams anticipated to be completed by July. This 
will allow for the full-scale excavation of the 
basement space.

Alexandra House, Ballsbridge 
An outstanding 2019 rent review was agreed with Regus, 
which leases three floors of this property, at over €1.5m pa, 
representing a rate per sq ft of €50.

24-26 City Quay, Dublin 2 
This property is being refurbished and extended by approximately 10,000 sq ft. Two floors of the refurbished building have 
been pre-let to KBC. Following delays incurred due to Covid-19 restrictions, work has progressed on an extension and 
refurbishment project of this property, which was substantially complete by the end of Q2.

47 Grafton Street  
A marketing campaign commenced in Q2 to secure a new tenant for this prime retail unit on Ireland’s premier retail street. 
Bannon is the leasing agent.

Covid-19 
ILIM is engaging with a number of tenants of the Fund, who have sought short-term rent relief in the wake of Covid-19 restrictions; 
these had a profound impact on most retailers’ ability to trade during quarter two (Q2).



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.


