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MARKET COMMENTARY
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Macroeconomic data is improving and this is expected to feed into the property market in Ireland. Moody’s, the rating agency, raised its outlook 
for Ireland (from stable to positive) for the first time since 2017. The autumn 2021 forecast from the Economic & Social Research Institute (ESRI) 
projects economic growth of 12.6% for 2021 and for the domestic economy to grow by over 7%. Furthermore, the ESRI forecasts strong growth 
in 2022 with GDP set to increase by 7%.  

As the direct impact of the various lockdowns diminishes, and as the outlook for the industries most impacted by the pandemic 
gradually improve, the marketability of property assets in the leisure, hotel, and retail sectors should also continue to improve.  As 
a result of the relaxing travel restrictions, international and domestic investors are now permitted to travel to conduct due diligence 
on transactions and this is expected to stimulate both the occupational and investment markets. Over 2021 to date, momentum has 
gradually improved and Q4 is expected to experience an increase in the rate of transactional activity. 

Investment
There has been a notable increase in the volume of investment 
in the Irish property market since the start of 2021. CBRE, 
the commercial real estate group, estimates that 2021 global 
investment volumes will be 23% higher than the previous year. 
To mid-September, up to €2.7bn in transactions had completed, 
and it is estimated that the 2021 annual investment volume will 
approach €4bn (which is an increase on the €3.6bn transacted 
in 2020). Investment activity continued to ramp up during the 
summer months and is it is expected that this will continue to 
gather pace throughout Q4.  

CBRE, in September, estimated that the prime yield is at 4.0% for 
the best office and industrial product, 4.5% for the most prime 
retail high street units, 5.75% for retail warehouse, and 3.75-3.6% 
for multi-family (build-to-rent accommodation), with the higher 
yield at the forward fund structured product and tightening as it 
gets to a stabilised property.  

In the office investment market, one of the more notable 
investment launches was that of the four rear blocks of the 
Bankcentre in Ballsbridge (Dublin 4), comprising 340,000 square 
feet of office space leased to Facebook on a 15-year term. The 
quoted price of €395m reflects an initial (cash) yield of 3.91%. 
Also recently launched is 84-93 Lower Mount Street, a 50,000 
square foot building in Dublin 2, occupied by the Office of Public 
Works (a government tenant) leased until 2028, which is an older, 
well-leased building with redevelopment potential. Another OPW 
occupied building, 76-78 Harcourt Street was sold in September 
2021 to Sofidy (reportedly the first Irish acquisition for the 
French SCPI-which is quite similar to a REIT, with €6.7bn under 
management) for over €21.2m reflecting an initial yield of €4.33%. 
The Zurich occupied Block A Sweepstakes Centre in Ballsbridge 
is understood to have been sold in an off-market deal to Core 
Capital and PGIM for close to €32m. These launches and sales 
demonstrate the investment appetite for well let buildings with 
solid strength behind the rental income streams.  

Several retail units have been launched to the market in recent 
months (to leverage the improving appetite for retail investment 
product), and more retail and office properties are expected to be 
placed on the market during Q4, which is traditionally a period of 
high activity in normal years.  

The Marathon (US firm) Portfolio “Parks Collection” was launched 
in June 2021 and is understood to be “sale agreed” for a figure 
close to €73m. The portfolio is composed of three retail parks 
in Belgard Road (Dublin 24), M1 Retail Park in Drogheda and 
Poppyfield Retail Park in Clonmel, Co Tipperary. The schemes 
have strong anchors and are well-leased and the sale leverages 
the strong performance of well leased retail parks in the current 
economic climate. A high street unit on Grafton Street (26-27 
Grafton Street, occupied by the H&M brand “& Other Stories”) 
traded for €25.3m, acquired by Deka (a German Fund) from 
Aviva Investors. The price translates to an equivalent yield of 
approximately 4.6%.  

In the industrial investment market, one of the larger investment 
transactions is the forward fund of three logistics units, on a 
rental underwrite, at Greenogue Logistics Park (Rathcoole) for 
€53m, reflecting a capital value per square foot in excess of 
€210. The purchaser is reported to be Moffet Investments. Also 
notable was the sale of four industrial units in Northwest business 
Park (Ballycoolin), by Park Developments in July 2021, to Savills 
Investment Managers for €47.9m. The latter portfolio is constituted 
of just over 242,000 square feet, all fully leased, and the price 
reportedly reflected a capital value of approximately €197 per 
square foot and an initial (cash) yield of 4.12%.

It is notable that prime yields in industrial properties have now 
compressed to those yields on prime office buildings in both 
Dublin and Cork.  

  
Bankcentre in Ballsbridge
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MARKET COMMENTARY (CONTINUED)

Office market-sustainability
While change is under way in many of the property sectors, the 
office market is undergoing a radical change, which has been 
hastened by the impact of the pandemic. Occupational demand 
is witnessing strong requirements for modern buildings, that 
are environmentally advanced in specification (and have the 
associated accreditations). Two notable accreditations of LEED 
(Leadership in energy and Environmental Design) and WELL (a 
performance-based system in buildings that monitors human 
health and wellbeing, and helps to promote the wellbeing 
of its occupants though design) are particularly sought after 
by many occupiers (multi-national employers in particular). 
These accreditations and the benefits they bring to the working 
environment are used to attract and retain staff in the current 
competitive employment market.

So, a two-tiered market is starting to emerge, where rental levels 
and occupational demand is holding quite steady for more 
modern stock with these accreditations, and the older stock is 
starting to experience rental pressure. The long-term result will 
be the requirement to, over time, upgrade secondary stock to 
compete with modern product.

This drive to achieve property portfolios with greater sustainability 
credentials, while it is currently more focused on the office stock, is 
also underway in the other sectors.  

Office market-leasing activity
Leasing activity has improved from a notably low point of H1 
2021, and again with travel restrictions lifting on international 
travel, occupiers are starting to be more proactive in looking 
at office buildings. The “return to office” trend is expected to 
accelerate over Q4 and into 2022, but it remains to be seen what 
long-term trends will emerge from the Covid 19 experience. 
The hybrid working model will likely continue to gain traction 
and both businesses (and departments within businesses) and 
industries will likely tailor this model to suit specific requirements 
over a longer period of time.  The flex in working patterns is 
also impacting internal office configuration and fit-out (as the 
consensus is that some industries may require both more break-
out and meeting rooms to leverage the time spent in the office, 
for those business that require collaboration space), and more 
employee focused amenities (notably showers, changing rooms 
and gyms for example) are being introduced to office buildings.   

Several mid-sized lettings closed in Q3, notably the 30,000 
letting to DL Piper (a UK Law firm) in 40 Molesworth Street, at a 
reported rent of €60/square foot. The law firm Philip Lee took 
just over 24,000 square feet (over two leases) over two floors in 
Connaught House (Burlington Road), at rents between €60 per 
square feet and closer to €50 per square feet. In the suburbs, 
Accenture committed to a 10-year lease (with a break option in 
year 5), over a 36,500 square foot demise, in Sandyford, Dublin 18. 
These show the continuing occupational demand for professional 
services companies which reflects strong growth prospects for the 
domestic economy.  

Of the larger deals under negotiation are the 204,300 square foot 
letting agreed to Tik Toc (technology company) in The Sorting 
Office (Cardiff Lane Dublin 2) and the 100,000 square foot letting to 
An Post, in North Wall, Dublin 1.  

According to CBRE, prime rents are at €57.50 per square foot 
in the city centre and €27.50 in the south suburbs, and while 

this represents a slight reduction from pre-pandemic times, 
it is thought that these levels will represent the bottom of the 
pandemic trough, and that the strengthening economy may lead 
to improvements on these rental levels.  

Occupational demand in Dublin city has been above the long-
term average since 2017 (while it experienced a slight dip in the 
pandemic), while demand for city centre space has exceeded the 
long-term average since 2017, including the time period through 
the pandemic. This is a function of the strong employment market 
and the strong fundamentals that support the Irish economy.  

Industrial / logistics market
In line with trends throughout Europe, both investment and 
occupational demand continues to grow.  

On a global level, several factors are feeding into the growth 
in occupational demand for logistics space, most notably the 
increase in e-commerce retail sales, flux in supply chains and 
increasing inventory level requirements in these supply chains. 
These factors appear to be long-term structural changes and so 
are expected to translate into higher long-term requirements for 
logistics property.   

In the Irish market, occupational demand is strong for both 
large requirements. Notably, Maersk Logistics, listed on the 
NASDAQ, is seeking to acquire 150,000 to 200,000 square feet of 
accommodation, and a further 600,000 to 800,000 square feet is 
expected to be required as a follow on. However, most lettings 
(outside the top three to four large lettings per quarter) tend to be 
for 50,000 square feet or lower, and increased letting activity for 
units of this size is hampered by the very low level of availability in 
almost all of the major sub-markets.  

Prime rents are currently at €10.50 per square foot for the best 
product, but older well-located stock is achieving over €8 per 
square foot and up to €9.50 per square foot depending on unit 
location, size, and configuration.  

Retail market
Footfall in retail high streets and shopping centres continues to 
improve, which is expected to translate into a reasonably strong 
Q4 (while supply chains will need to be managed to ensure 
adequate stock levels). Retail Parks, in significant contrast to 
high streets and shopping centres, have performed well over the 
pandemic, benefiting from the consumer demand for household 
related goods. Similarly, grocery-anchored suburban schemes 
have demonstrated resilience throughout the pandemic and 
have likely become more attractive as a sub-sector class.  These 
schemes have confirmed the attractiveness of long-term steady 
rental income streams that are associated with these stable 
neighbourhood schemes.  

High street retailers are expressing an interest in returning to 
occupy units vacated over the last 18 months. In recent weeks, 
Lululemon (a Canadian lifestyle sports apparel retailer) signed a 
new lease on Grafton Street, American Eagle opened for trading 
in Jervis Street, and JD Sports, Mango and Hollister all opened 
for trading in Blanchardstown Shopping Centre. Brown Thomas 
has committed to a new unit in Dundrum Town Centre and has 
commenced fit-out. These are strong commitments from notable 
national and international brands to the Irish retail market and can 
be seen as a vote of confidence in the strong consumer market in 
Ireland, which should indicate a recovery in the retail sector after 
what has been a challenging 18-month period.  
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Investment activity is expected to focus on risk averse office 
assets (those with good locations and strong income profiles), the 
general industrial / logistics sector, and the new residential rented 
sector. With the improving economic environment, it may be 
reasonable to expect that demand for more opportunistic assets 
might improve.  

The appetite of international capital continues to be strong, and 
this is likely to be supported by loosening of travel restrictions. The 
proportion of Irish core assets that are acquired by international 
firms has grown steadily since 2014/ 2015 and can be seen as a 
strong vote of confidence in the Irish economy.

Office leasing activity is expected to strengthen, reflecting a 
reasonably strong pipeline of occupational demand (and which is 
supported by strong employment). Occupational demand in the 
industrial sector remains strong, and the retail sector is starting to 
display some activity, following a very difficult 18-month period.

6

OUTLOOK
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112/113 Grafton Street Redevelopment
The Fund is currently redeveloping 112 / 113 Grafton Street, 
formerly laid out in two retail units with office accommodation 
overhead, into one large, flagship retail store.

The total area of the reimagined building will be 13,300 sq. ft. 
over five levels, incorporating over 9,000 sq. ft. of retail trading 
space over three of the floors.  

Owing to its location and tight site constraints, the on-going 
redevelopment project has been challenging on several fronts. 
The main opening into and out of the site is a large first floor 
bay window, to which a custom platform was built to safely 
extract debris and deliver building materials. In addition, the 
main contractor, Lissadell Construction, has managed Covid-19 
related site closures and on-site safety measures, as well as a 
shortage of building materials, to help limit delays to delivery of 
the new building.

ILIM’s joint leasing agents, Bannon and Savills, are currently 
engaging with a number of retailers to find a suitable retail 
partner to open an exciting new store for trade in 2022.

Cadenza Office Development
Cadenza is a new office development located in Earlsfort 
Terrace, Dublin 2. When completed in 2022, the building will form 
a grade A office of approx. 113,000 sq ft. A lease has been entered 
into with Intercom.

A key milestone in the project was reached in Q3 with the 
“topping out” of the roof slab. The building structural frame is 
now completed following the final roof slab pour. This represents 
a very strong performance by the contractor and design team 
since the lifting of Covid-19 restrictions in May.

The façade contractor is now on site and installing glass onto the 
structural frame.

24-26 City Quay
The Fund continues to manage the building fit-out of the 
fourth floor following signing of a new lease with European 
Refreshments (Coca Cola). Significant progress has been made 
in respect of the on-site construction elements of the CAT B 
project. Given the issues generally in the construction sector 
regarding procurement of certain materials and services, this 
represents a very positive performance by the appointed 
contractor and design team. Handover of the space to the 
occupier is anticipated to occur in December 2021.

FUND 
ACTIVITY

ONGOING CONSTRUCTION WORK AT 112/113 GRAFTON STREET

CGI IMAGES OF THE REIMAGINED 112/113 GRAFTON STREET
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Across the real estate Funds, ILIM reviews key environmental 
impacts on a quarterly basis, including:

> Energy Consumption: reducing like for like energy use where 
ILIM is directly responsible by 15% by December 2024 (based 
on a 2019 baseline);

> Renewable Energy: procuring 100% of electricity from 
renewable sources, where economically or operationally

 feasible;

> Greenhouse Gas Emissions: reduce like for like Scope 1 and 
2 emissions by 25% by December 2024 (based on a 2019 
baseline); and define and measure Scope 3 emissions in line 
with best practice by December 2024;

> Water use: reduce like for like water usage by 10% by 
December 2023 (based on a 2019 baseline); and 

> Production of Waste: divert 100% of waste from landfill.

As a responsible investor, ILIM adopts an active ownership 
approach across its real estate assets, which aims to maximise 
the medium to long-term value for its clients. ILIM uses its 
ownership to constructively engage with property managers, 
encouraging better standards and management processes 
covering financially material ESG risks.

At asset level, ILIM has developed an Environmental Management 
System (EMS) to manage sustainability impacts, risk, and 
opportunities across its real estate portfolios. The EMS also aims 
to improve resilience and performance in ILIM’s portfolios and 
assets. The EMS was established to deliver commitments set 
out in the ILIM ESG policy and covers all aspects of the direct 
real estate investment management life cycle for all real estate 
operations.

The Pension Fund has continued 
to improve and deliver on ESG 
and has been awarded 4 Stars 
in the 2021 GRESB Real Estate 
Assessment for both its standing 
stock and developments with a 
score of 85 for standing stock. In 
defining a net zero pathway for the 
reduction of greenhouse emissions, 
a particular focus has been placed on data collection over the 
past 12 months. Analysing this data provides the Fund with 
a transparent, science-based decarbonisation pathway to 
identify and measure greenhouse gas (GHG) reduction targets 
aligned with the Paris Agreement. This has involved working 
closely with occupiers to share operational GHG emissions and 
develop practical solutions to achieve reductions. ILIM is also 
working to understand the footprint of embodied carbon in its 
developments and targeting net zero for these projects.

During Q3, ILIM Property undertook a materiality assessment 
covering key areas including environmental, social, and 
economic issues. A broad range of Internal and external 
stakeholders, including investors, were contacted to gain a 
better understanding of the key issues to their business and 
what steps ILIM Property should be making to enhance ESG 
performance. The materiality assessment recognised that ESG 
targets are becoming critical to investment value as potential EU 
legislation will mean more stringent measures being imposed on 
the built environment.

The Fund is classified as an ‘Article 8 Fund’ under the Sustainable 
Finance Disclosure Regulation (SFDR).

CADENZA, EARLSFORT TERRACE – UNDER CONSTRUCTION.  
TARGETING BER A3 RATING, LEED PLATINUM, NZEB 
CERTIFICATION

1 GEORGE’S QUAY, DUBLIN 2 – REDEVELOPED IN 2017.  
BER A3 RATED, LEED PLATINUM

ENVIRONMENT, SOCIAL 
AND CORPORATE GOVERNANCE
ILIM Property is defining a Net Zero Pathway which will provide a framework for the reduction of greenhouse gas emissions, 
energy use, energy intensity targets, renewable energy use, and the use of circular economy principles in new developments. 
The Net Zero Pathway is ongoing.



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.

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


