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After a record year in 2014, the demand for Irish commercial 
property assets remained robust through 2015 and the opening 
months of 2016.   This reflects a coincidence of positive factors.  
At home, 7.8% GDP growth over the last year has confined any 
lingering doubts about Ireland’s macro-economy to history.  
Occupational markets for business space have tightened across 
the board and, with very limited commercial development due to 
deliver before 2018, office, retail and industrial rents are forging 
ahead.  

Global factors have also fed into the demand for Irish property 
assets.  Monetary policy remains loose across all jurisdictions and 
declining 5 year / 5 year forward rates indicate that, despite a recent 
uptick in US inflation, price expectations remain moderate (Graph 
2).  This should keep bond rates lower for longer than previously 
expected.  Equity markets have also drifted down since mid-2015 
and become more volatile.  Likewise commodity prices have also 
been unstable.  Together these factors mean that an increased 
weight of money is chasing real estate assets and driving activity 
in the market.

Market Activity
Nearly 250 property deals were completed in 2015 and turnover 
amounted to €3.8bn.  This was down approximately 17% on 2014 
but, rather than indicating weaker demand, it reflects a slowing 
flow of product to the market after heavy deleveraging in the post-
crisis years.  Despite some slippage, 2015 was still a very busy year 
by historical standards, and sales were well ahead of the previous 
cyclical peak of €3.5bn which was set in 2006.  It is worth noting 

Two-thirds of the investment spend in 2015 was accounted for 
by lots of €50m or over.  Within this were several big portfolios, 
such as Project Molly, a collection of CBD offices (€452m), The 
Tara Collection, which included two prime office buildings at 
4 & 5 Grand Canal Square (€233m),  the Cornerstone Portfolio 
- a bundle of six provincial shopping centres (€117m), and the 
Plum Portfolio - a package of multifamily apartment blocks 
(€77m).  However some large individual assets were also sold, 
with Elm Park in Dublin 4 (€190m), a part interest in Central Park, 
Leopardstown (€155m) and Block R, Spencer Dock (€104m) all at 
the upper end of the price spectrum. 

Introduction   

that the €1.8bn sale of Project Jewel – a loan book backed by a 
portfolio of retail properties – is excluded from the 2015 numbers, 
as are a significant number of Debtor Purchase Option (DPO) 
transactions which are classified as refinancing arrangements 
rather than real estate deals.  

Continuing favourable conditions ensured that activity has 
remained brisk in early months of 2016 with almost €740m of assets 
trading in Q1.  This leaves us on course for a full year turnover of 
around €3.5bn. ■

GRAPH 2           
US 5-Year, 5-Year Forward Inflation 
Expectation RateMarket Activity

GRAPH 1           
Investment Turnover by Year

 

Source: Savills Research

Investment by Lot Size

Activity has 
remained brisk in 
early months of 
2016 with almost 
€740m of assets 
trading in Q1. 

Source: Savills Research

GRAPH 3    
Investment Spending by Lot Size – 2015

Savills sold 
Harbourmaster 3  

in Q1 2016 for  
€41 million. 

Source: Savills Research
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Investment by Sector

Graph 5 shows that the sectoral distribution of investment activity 
in the Irish market is becoming more evenly balanced.  Office sales 
led the recovery in 2012 and 2013.  This is not unusual but, in the 
Irish case, office investments were made particularly attractive 
by the high proportion of multinational covenants in the occupier 
mix.  To an extent this immunised the occupational market from a 
deep crisis in the domestic economy.  Although offices continue 
to account for a big share of the investment spend, many prime 
assets have already traded in the current cycle.  Therefore the 
impetus has shifted to retail which became the single biggest 
sector by turnover in Q1.  Multifamily emerged as a distinct asset 
class in 2012 and over €1.2bn of product has been traded since 
then.  However, given the finite stock of multifamily product, sales 
have begun to ease back since 2014.  These individual sectors are 
examined in greater detail below. 

GRAPH 6           
Gross Letting, Dublin, Office Market

Increasing values should naturally drag a higher proportion of 
transactions into the €50m plus category.  However, loan books 
and portfolios which traded earlier in the cycle are now beginning 
to be broken up and re-traded (see Table 1).  

TABLE 1    
Examples of Assets Bought and Re-Traded 
in the Current Cycle

Property Sector Initial Buyer New Buyer

Riverside 4 Office Blackstone Hibernia Reit

Bloodstone Office Blackstone Real I.S.

Riverside 2 Office AM Alpha IPUT

Park Lodge, 
Dublin 7 Multi-Family Private Individual Patrizia

1 Warrington 
Place Office Northwood Irish Life

Savills retraded 
Riverside 2 in  
Q4 2014 for 
€50million.
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GRAPH 4           
Percentage of Investment Spend in €50m+ 
Transactions

Source: Savills Research

GRAPH 5            
Investment Turnover by Sector

Source: Savills Research 

As a result the proportion of very large deals is diminishing (see 
Graph 4).  We expect this to continue as the market returns to normal 
after the wholesale deleveraging activity of recent years. ■

Office Investment
Just over €1.8bn of office property was traded in 2015, accounting 
for 48% of investment turnover by value.  If we include properties 
traded within portfolios, and mixed use buildings with a substantial 
office element, 92 offices changed hands, 84% of which were in 
Dublin.  A further €200m of office properties were sold in Q1 2016 
across 15 deals, 13 of which were in Dublin.

The continued appetite for Dublin offices reflects the strength of 
the occupational market.  Vigorous jobs growth, particularly in the 
services sector, has fuelled increased demand for business space, 
and this has fed into strong lettings.  In total, 302,352 sq m of 
Dublin office space was taken up during 2015 – the highest annual 
figure ever achieved.  A further 48,000 sq m was taken in Q1 2016.  
While occupier demand is very robust, the supply of newly 
constructed stock is only starting to emerge.  Just 12,599 sq 
m of space was completed in Dublin during 2015.  However, 
because 60,643 sq m of existing space has been withdrawn 
for redevelopment or change of use since the start of 2015, the 
net effect has been to reduce rather than expand supply.  In 
combination with strong letting activity this has caused the vacancy 
rate to plummet from almost 24% at the trough of the cycle to 9.4% 
across the entire Dublin region in Q1 2016.  Availability in the core 
CBD is lower still - just 5.3%.  Furthermore, the average quality of 
vacant space has deteriorated in recent years, and much of what 
is left now requires upgrading.

With vacancy so tight, rents are rising sharply.  Prime headline 
values increased by 21.1% in 2015, compounding on 36.3% growth 
the year before.  This has continued into 2016 with ERVs rising by a 
further 4.3% in Q1 to stand at €646 per sq m.  Office rents have now 
been rising for 13 successive quarters and, as a result, the sector as 
a whole is under-rented. According to MSCI data the current spread 
between initial and reversionary yields is 178 bps and this positive 
income potential should continue to attract investors.
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Within Dublin, 77 office buildings traded last year (including 24 
properties contained within portfolios).  This is slightly fewer than 
the 85 that sold in 2014, but more than the 66 in 2013.  Three 
quarters of these were ‘modern’ post-1960 purpose-built offices, 
which together accounted for just over 232,000 sq m of space.  

This means that approximately 6.5% of Dublin’s modern office 
stock traded in 2015, with almost 27% changing hands since the 
beginning of 2013.  As shown in Table 2, the majority of this was in 
the CBD, where almost two-fifths of the standing office space has 
been traded over the last 13 quarters. 

TABLE 4           
Top 10 Office Investment Transactions Since Beginning of 2015

Property Sold Price €m Location
Project Molly Q1 2015 452 Co. Dublin
4 & 5 Grand Canal Square Q1 2015 233 Dublin 2
Block R Spencer Dock Q3 2015 104 Dublin 1

TABLE 2           
Percentage of Modern Office Stock Traded 2013 – Q1 2016

 Stock (Sq m)
Sold (Sq m)

% Stock 
TradedQ1 2016 2015 2014 2013 Cumulative

Dublin 3,554,759 57,908 231,946 404,936 267,471 962,261 27.1

CBD 1,660,404 21,631  164,429 244,274 206,192 636,526 38.3

Grade A properties accounted for only 14% of the modern Dublin 
office assets that traded in 2015 and 9.5% of those that traded 
in Q1 2016.  This may reflect the aging stock profile as 74% of 
Dublin’s purpose built offices are now more than 10 years old.  
However it may also reflect the fact that many Grade A assets 
are held by institutions which are not selling, and by the fact 
that some investors have deliberately targeted older assets with 
redevelopment potential.  

Reflecting significant yield compression in recent years, institutional 
investors and REITs have been the biggest buyers of office property 
since the beginning of 2015, accounting for 41% of modern office 
sales by volume and 80% by value.  The average lot size for these 
players was just under €50m.  In sharp contrast the next most 
prolific group was private individuals who bought at a much lower 
average price point of €3.6m.

TABLE 3           
Summary of Dublin Office Investment – Q1 2015 - Q1 2016*

Postcode Transactions Total Sq m Average Sq m Grade A (%) Grade B (%) Grade C (%)
1 10 45,377 4,538 12 29 59
2 31 126,888 4,093 41 35 24
4 5 33,494 6,699 71 16 13
Total Dublin 79 289,855 3,669 28 39 33

 
Source: Savills Research. *Purpose-built office space only. Includes buildings traded directly and as part of portfolios.  
Also includes mixed use buildings with a significant office element.

As shown in Table 3, 44% of all the purchased office space in 
Dublin since the start of 2015 has been located in Dublin 2.  While 
this partially reflects the scale of office development within this 
postcode (29.6% of Dublin’s office space is in D2), it also reflects 
Dublin 2’s appeal as the premier business address within the city. 

Given strong capital values in Dublin, some investors are looking 
to the regions for opportunities.  Office based employment in the 
South-West (counties Cork and Kerry) has grown by 6.2% in the 

last two years compared with non-office based jobs growth of 
3.9%.  As a result, office work now accounts for approximately one 
in every five jobs in this location, and rents are rising. Office ERVs 
in Cork increased by 10% last year and this continued with 5% 
growth in the first three months of 2016.   Ten office deals totalling 
€76m were completed in Cork in 2015.   Although this represents  
a big increase on the 2014 figure (€36m), three quarters of turnover 
was accounted for by Savills’ forward sale of 1 Albert Quay to 
Green REIT for €58m in Q2.  

TABLE 4 (CONT)           

Bishops Square Q1 2015 92 Dublin 8
Riverside One, Sir John Rogerson’s Quay Q2 2015 80.5 Dublin 2
Harcourt Square, Harcourt Street Q1 2015 70 Dublin 2
Bloodstone, Sir John Rogerson’s Quay Q4 2015 70 Dublin 2
Beaux Lane House Q2 2015 60.5 Dublin 2
1 Albert Quay, Cork Q2 2015 58 Co. Cork
Central Quay, South Docks Q1 2016 51.3 Dublin 2

 

Source: Savills Research

Source: Savills Research

GRAPH 7           
Capital Values, Prime Office Space 

Outlook
Initial yields for prime Dublin offices have hardened from 8.6% 
in mid-2012 to approximately 4.5% currently.  At the same time 
prime ERVs have risen by two-thirds.  This combination of yield 
compression and increasing rents has propelled capital values 
for prime Dublin offices to over €12,000 per sq m.  In a global 
context this puts Dublin among some elevated company – see 
Graph 7.  Ireland’s capital has many attractions as a location 
– the young, English speaking, well educated workforce, the 
12.5% corporation tax rate, the proliferation of multinational 

tenant covenants etc..  Nonetheless, we believe that the already 
high level of capital values will limit the pace of further yield 
compression.  In saying this, tight conditions in the occupational 
market will continue to drive values through rental growth - our 
econometric modelling suggests prime headline rents will reach 
€705 per sq m by the end of this year (14% annual growth), with 
further compounding increases through to the end of 2018 and 
probably beyond.   This, along with rock bottom bond rates and 
continued volatility in global equities markets, should continue to 
attract investors to Dublin offices in the coming years. 
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Savills sold Whitewater  
Shopping Centre in Q1 
2016 for €180million. 

Retail Investment
Over the last three years retail has accounted for a steadily 
increasing share of the investment spend.  Just over €1.1bn worth 
of shops were traded in 2015, representing 29% of sales by value.  
This compares with 24% in 2014 and 8% in 2013.  Moreover, this 
trend continued into Q1 2016 with retail accounting for 35% of 
turnover between January and the end of March.  

This shift towards retail investment is being driven by several 
factors.  Firstly there has been a pronounced increase in the 
occupational demand for shopping space due to an improvement 

in the consumer economy.  Sustained jobs creation since early 
2012 has led to a virtuous circle of falling unemployment, increased 
earnings and tax cuts.  Adding to this, consumers are benefiting 
from increased housing wealth and cheaper fuel prices.  The net 
result is that domestic demand has improved for eight successive 
quarters and, as shown in Table 5, this is now visible across a wide 
range of retail economy indicators.

Increased spending at the tills has led some existing brands (e.g. 
Zara, Dune and Ecco) to expand their physical presence while 
other retailers are entering the Irish market for the first time (e.g. 
&Other Stories, Quiz and Aeropostale).  With no retail development 
imminent, bar a few extensions to existing schemes, this has 
inevitably created competition for space.  Consequently, the 
overall retail ERV index has risen by 8.6% in the year to March 
2016, while prime locations have seen greater increases.  For 
example, the MSCI Grafton Street sub-index has risen by just over 
one fifth in the last year.  

Investors are also increasingly being drawn to retail opportunities 
by perceptions of relative value.  MSCI data indicate that 
prime retail yields are currently 83bp higher than office yields, 
compared with an average differential of -63bp over the last 20 
years.  Another reason for increased retail investment lies in the 
availability of stock.  As the economic recovery has percolated 
from the corporate sector to the consumer economy, vendors have 
brought a greater number of retail assets to the market, leading to 
increased transactional activity.

GRAPH 9           
Percentage of Retail Investment Spending by Sub-Sector

Source: Savills Research

TABLE 5    
Consumer Economy Dashboard

Indicator Period % Change Y/Y
Live Register April 2016 -11.0
Real GDP Q4 2015 +9.2
Real Final Domestic Demand Q4 2015 +7.6
O’Connell Street Footfall Weeks 0-20 +5.8
Consumer Sentiment (3MMA) April 2016 +5.6
Real GNP Q4 2015 +5.2
Real Retail Sales April 2016 +5.2
Henry Street Footfall Weeks 0-20 +4.7
VAT Receipts (Jan-Apr) April 2016 +3.5
Real Personal Consumption 
Expenditure

Q4 2015 +3.1

Total Employment  Q1 2016 +2.4
Real Average Gross Earnings Q1 2016 +1.4
Grafton Street Footfall Weeks 0-20 -5.6

 

Sources: CSO, KBC Bank Ireland/ESRI, Dublin Town and Dept. of Finance. 

GRAPH 8    
Retail Share of Investment Spend  
2013 – Q1 2016

Source: Savills Research

Savills currently marketing 
Lucan Shopping Centre 

for sale as part of the €80 
million SV4 Collection.
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Tyrone Court

Multi-Family Investment
Multifamily property has now firmly established itself as an  
asset class in Ireland.  Approximately €1.2bn of this type of 
product has traded since the start of 2012, accounting for almost 
11% of total investment turnover.  Nearly 5,700 individual dwellings 
in Dublin have changed hands in these deals, accounting for a 
remarkable 11% of all the housing units sold in the capital since 
the start of 2012.

The rapid emergence of multifamily investment reflects supportive 
housing market fundamentals, particularly in Dublin.  Dublin’s 
population is currently growing by over 21,000 persons per annum.  
This suggests a need for around 8,000 additional housing units 
each year.  However, construction on this scale has not been seen 
since 2008, and just 2,891 units were completed in 2015.   While 
there are tentative signs that the supply pipeline is beginning to 
revive, this undershoot will not be resolved in the medium term 
and, with only 3,329 commencement notices in the last 12 months, 
the market will remain undersupplied for the foreseeable future.

GRAPH 10           
Dublin Multi-Family Sales as a Percentage of 
Total Residential Sales in Dublin

Source: Savills Research

Shopping centre sales accounted for 60% of retail investment 
turnover in 2014 but this fell to 41% in 2015.   Nonetheless a 
substantial €455m was spent and it is notable that Project Jewel, a 
€1.8bn loan sale which was backed by assets including Dundrum 
Town Centre and interests in the ILAC and Pavillions Shopping 
Centres, is excluded from this figure.  

Several large shopping centre portfolios traded in 2015.  These 
include the Cornerstone Portfolio which incorporated the Orwell 
Shopping Centre in Tempelogue and five regional centres 
(€117.35m).  The Harvest Portfolio was sold for €40m and included 
Dungarvan, Thurles, Harbour Place (Mullingar) and Johnstown 
(Navan) shopping centres.  The Wilton Shopping Centre in Cork 
also traded for €70m as part of the Hazel Portfolio.  The largest 
single deal in Q1 2016 was Whitewater Shopping Centre in 
Newbridge which sold for €180m to the German institution DEKA. 

Retail parks accounted for the second biggest share of retail 
property spending in 2015.  The National Portfolio (including 
Nutgrove Retail Park and assets in Letterkenny, Sligo, Tullamore and 
Killarney) was the largest lot, trading for over €177m.  Nonetheless, 
with the benefits of the economic recovery taking time to percolate 
into the provinces, investors remain somewhat cautious about 
retail parks and neighbourhood centres, particularly in the regions.
Reflecting the stable institutional ownership of prime high street 

assets in Dublin, just nine shops were sold on Grafton Street 
between Q1 2010 and Q2 2015, while a further three units were 
traded on Henry Street / Mary Street. However, this changed 
suddenly in Q3 with eight assets trading for a combined value of 
€116m.  While most of this activity was driven by the sale of the 
Sovereign Portfolio – a mixed basket which included a number of 
prime high street shops, the fact that much of the same product 
was offered to the market back in 2009 and again in 2010, before 
being withdrawn, demonstrates the recovery in the consumer 
economy and the level of demand which currently exists for prime 
retail assets in the capital. 

Outlook
Given the spread between retail and office yields we believe there 
is scope for yields to squeeze in further this year.  However, as with 
offices, much of the upside for investors will come from continued 
rental growth.  Our econometric model forecasts growth in the 
MSCI overall retail ERV index to accelerate from 6.5% in 2015 to 
10.8% this year.  In the prime high street location of Grafton St. 
slightly faster ERV growth of almost 12% is forecast.  This should 
continue to attract capital to the sector, subject to suitable product 
being available to meet demand. ■

TABLE 6           
Top 10 Retail Investment Transactions Since Beginning of 2015

Property Sold Price €m Location
Whitewater Shopping Centre, Newbridge Q1 2016 180 Co. Kildare
Wilton Shopping Centre, Cork Q4 2015 70 Co. Cork
Frascati Shopping Centre, Blackrock Q3 2015 69.1 Co. Dublin
Nutgrove Retail Park Q4 2015 68.8 Dublin 14
St. Stephen’s Green Shopping Centre (part interest) Q4 2015 61 Dublin 2
Manor West Shopping Centre, Tralee Q2 2015 58.6 Co. Kerry
Letterkenny Retail Park Q2 2015 44.4 Co. Donegal
Golden Island Shopping Centre, Athlone Q1 2016 43.5 Co. Westmeath
Drogheda Retail Park Q4 2015 32.5 Co. Louth
9-11 Grafton St. Q3 2015 30.5 Dublin 2

Source: Savills Research

TABLE 7           
Top 10 Multi-Family Deals Since the Beginning of 2015

Property Sold Price €m Units
Tallaght Cross West, Dublin 24 Q4 2015 83 442
Plum Portfolio Q1 2015 77.4 347
Dundrum View, Dundrum, Dublin 14 Q2 2015 28.1 80
42-75 St. Augustine Street , Dublin Q1 2016 25 110
Tyrone Court, Inchicore, Dublin 8 Q2 2015 19.5 92
Northern Cross, Malahide Road, Dublin 17 (Plum Portfolio) Q2 2015 18.4 128
Park Lodge, North Circular Road, Dublin 7 Q1 2015 15.3 62
Abbey Glen, Cabinteely, Dublin 18 Q1 2016 10.5 44
Harty’s Quay, Rochestown Road, Cork Q2 2015 7.7 50
Robswall, Malahide, Co. Dublin Q1 2016 6.3 27

 

Source: Savills Research

The tight rental market has been exacerbated by a tenure shift from 
owner occupation to renting.  This, along with population growth, 
has generated competitive bidding among tenants, driving rents up 
by 10% in the last 12 months and underpinning investor demand.

While a positive income story has created the demand for 
multifamily investment, liquid supply has been an important 
enabling factor in the upsurge of market activity.  Following the 
crash many developers were left with residential blocks that were 
built for individual sale but which could not easily be disposed of 
on a unit-by-unit basis.  Astute investors spotted the opportunity 
to buy these distressed blocks at a discount and hold them  
as investments.

As shown in Graph 10 multifamily sales peaked in 2014 when 
blocks comprising 2,366 units were sold (2,338 in Dublin).  Since 
then, however, there has been an observable slowdown - around 
1,300 units traded in 2015 (1,200 in Dublin) and a further 227 
dwellings changed hands in Q1 2016 (199 in Dublin).  This reflects 
the diminishing availability of product - with many of the assets 
that had been overhanging the market now sold it has become 
more difficult for investors to find multi-family blocks to buy.  ■

Savills sold 57-58 
Grafton Street 
in Q3 2015 for 
€19.5 million 

Savills sold Tyrone 
Court in Q2 2015 for 
€19.5 million
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Investment by Buyer Type 

Graph 12 illustrates the shifting profile of buyers since 2012.   
The most noticeable change has been a steady fall in the 
proportion of turnover accounted for by private equity investors.  
In a sense, this is a reflection on Ireland’s economic recovery 
– as the economy has rebounded perceptions of country risk 
have receded, contributing to yield compression.  This has led 
some players with higher funding costs to look further afield 
in search of higher returns.  Nonetheless, private equity still 
accounted for almost one third of the capital flowing into Irish 

real estate investments in 2015.  However, hardening prime 
yields have gradually shifted the focus of this money to higher 
yielding segments of the market e.g. suburban offices, regional 
multifamily and retail (see Graph 13).

The other striking trend in Graph 12 is the rapid increase in the 
proportion of turnover accounted for by institutional investors.   
This partly reflects the emergence of three new Irish REITs 
which were enabled by legislation in 2013 and which have  
been building up their portfolios.  However, it also reflects 
increased activity by established Irish institutions as they have 
expanded and improved the quality of their asset holdings.  In 
addition, and again reflecting the rehabilitation of Ireland’s 
reputation on the global stage, a growing number of institutions 
from Germany, the US and the UK have all bought Irish assets 
over the last 18 months.

A third clear trend is that the share of spending accounted for 
by private individuals and syndicates has declined.  In the early 
stages of the recovery depressed values and a liquid supply of 
smaller ticket items allowed these players to make opportunistic 
buys.  However higher values and an increasingly competitive 
market have crowded out smaller scale investors to a certain 
extent.  In addition, the emergence of the REITs has provided 
an alternative means through which smaller investors can gain 
access to Irish commercial property investments.  As seen in 
Graph 13, where they remain active, individuals and syndicates 
are largely focused on industrial property where lot sizes tend to 
be smaller and more digestible. 

Source: Savills Research 

GRAPH 12           
Percentage of Investment Turnover by Buyer Type

GRAPH 13    
Percentage of Investment Turnover  
By Asset Class and Investor Type  
Since Beginning of 2015

Source: Savills Research 

GRAPH 14    
Percentage of Investment Turnover  
by Buyer Nationality

Source: Savills Research 

Graph 14 shows that, notwithstanding the increased role of the 
domestic REITs, there has been a steady decline in the proportion 
of investment spending accounted for by Irish buyers since 2013.  
Ultimately this reflects the extent to which the strong economic 
recovery in recent years has led to a discounting of country 
risk, paving the way for a return of the foreign institutions.  Last 
year these players mainly focused on Dublin offices.  US REITs 

Starwood and Hines Global REIT bought the Project Molly office 
portfolio and the Bishop’s Square office building for €452m and 
€92m respectively.  

German funds Union Invest and Real I.S. were also active in the 
Dublin office market, buying 4 & 5 Grand Canal Square and the 
Bloodstone Building for €233m and €70m respectively.  Meanwhile 
UK fund Standard Life Global purchased 3 & 5 Custom House 
Plaza for €24m.  However, in the opening months of 2016 we have 
begun to seen European institutions branch into other sectors – 
German institution DEKA bought Whitewater Shopping Centre in 
Newbridge for €180m, Swiss fund Credit Suisse bought Golden 
Island Shopping Centre in Athlone for €43.5m, while Patrizia from 
Germany bought The Oval - a mixed office and leisure scheme in 
Dublin 4 – for €140m.  

Foreign private equity is now playing a diminishing role in the 
market.  It accounted for 27.7% of the investment spend in 2015, 
but this has dropped further to 8.5% in Q1 2016.  Generally, these 
players are targeting regional retail assets and suburban offices.

Tight credit has held back the speculative development of  
new office stock.  This has fed into the current scarcity of Grade 
A product, leading some institutions begin developing their 
own properties.  Green REIT and IPUT are currently developing 
new office buildings on Dublin’s Molesworth St..  Green REIT 
also forward-purchased an office building at 1 Albert Quay in  
Cork in Q2 2015, while Union Invest is pre-funding The Vertium 
office development that is currently underway on Dublin’s 
Burlington Road.  ■

Savills sold 
Blackrock Business 
Park in Q1 2016 for 

€14.5 million.
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Investment By Seller Type

Deleveraging by NAMA and the major credit institutions has 
been a key source of liquidity in the investment market since the 
recovery cycle began in 2012.  However, as can be seen in Graph 
15, receivership sales peaked in 2013 and have been declining 
since then.  This reflects the fact that many of the assets which 
collateralised non-performing loans have now been sold and 
deleveraging is coming to an end.

Without this source of liquidity, and pending large scale commercial 
development which is still some way off, we are unlikely to see the 
sales volumes of 2014 being repeated in the near term. However 
syndicates and private equity investors will become net suppliers 
of product to the market as they re-trade assets bought earlier in 
the cycle.  Already this is beginning to happen.  Graph 16 shows 
that private equity purchases of property assets in Ireland vastly 
outstripped sales between 2012-2015.  However the differential 
narrowed in 2015 as PE investment fell from €1.6bn to €1.1bn, 
while sales jumped from €332m to almost €1bn.  Indeed, by Q1 
2016, PE spending was almost exactly offset by divestment.  Over 
the coming years, as portfolios are sifted through, analysed and 
broken-up for resale, sales will overtake purchases.  It is also 
worth noting that, while loan book purchases are not covered by 
this report, many of the private equity buyers of Irish property 

GRAPH 16    
Private Equity Purchases / Sales of Irish 
Property Assets 2012 - Q1 2016

Savills advised on 
the pre-funding of 1 

Albert Quay, Cork for 
58 million.

GRAPH 15           
Investment Turnover by Seller Type

Source: Savills Research 

Looking ahead, our view is that the demand for Irish real estate assets 
is likely to be robust through the remainder of 2016 and into 2017.  
ECB bond buying has created a growing pool of negative-yielding 
sovereign debt in Europe. Meanwhile, despite a recent pick-up in 
US inflation, monetary tightening by the US Federal Reserve and the 
Bank of England is moving more slowly than previously expected.  
This should continue to drive capital into real estate assets.  

Because of its ongoing economic outperformance Ireland should 
continue to attract more than its share of this global liquidity. While the 
Chinese slowdown, volatile commodity prices and political concerns 
like Brexit are weighing on other locations, the Irish economy is 
forecast to expand by 4.8% in 2016 and 3.8% in 2017. 

Eighteen months ago a key question was whether there was a 
sufficiently deep pool of international buyers to absorb all of the Irish 
real estate assets that were due to be traded.   So far this has not been 
a problem; numerous foreign institutions have bought investments 
here and new players are continuing to emerge.  Given the global 
economic forces at play, we believe this will persist.  However, 
pending the delivery of newly completed commercial buildings which 
will not happen on a large scale until 2018, investment opportunities 
will increasingly be dictated by the availability of re-trades and 
forward funding opportunities.

While institutional demand will remain strong we are likely to see 
some of the foreign private equity money that has flowed into Ireland 
in recent years begin to exit.  In net terms, almost €2.4bn of PE 
capital flowed into direct purchases of Irish property between 2012 
and Q1 2016.  With PE generally targeting a 4-5 year hold some of 
the early movers will already be looking at their exit strategies.  While 
this should generate further transactional activity, it remains to be 
seen who the buyers of this product will be.  One possibility is that 
an exit could be engineered by establishing a new REIT that would 
incorporate largely retail assets bought by bigger private equity 
investors over the last few years.  

Conclusions
GRAPH 17           
Dublin Prime Office Yields vs. German 10-Year Govt. Bonds 

Source: Savills Research, Bundesbank

Off market deals have been an increasing part of the market in recent 
quarters and are likely to remain a feature.  We forecast significant further 
rental growth over the next two years across all sectors, and this will 
drive capital values.  However the scope for further yield compression 
is likely to vary by sector.  As illustrated in Graph 17 the spread between  
prime office yields and the risk-free rate of return (as benchmarked by 
the German 10-year Bund rate) remains elevated by historical standards.

This gap may seem quite wide given the strength of the macro-
economy and the tightness of the occupier market.  Indeed, the 
structure of the Dublin office market also suggests that a modest 
risk premium would be appropriate.  Foreign Direct Investment 
(FDI) is central to Ireland’s economic policy and Dublin has a 
disproportionate number of reputable global corporates within its 
occupier base.  Furthermore the fragmented nature of the occupier 
market lends itself to multi-lets which help to spread tenant risk.

However, while these factors suggest scope for further yield 
compression, there are also offsetting influences. As outlined above 
Dublin’s office stock is aging – 74% of buildings are now more than 
10 years old and this figure will rise quickly over the next two years.  
As such investors may be applying a risk premium to the quality of 
the buildings themselves. Furthermore, lease risk has risen due to 
shorter contract terms and the introduction of upward and downward 
rent reviews through legislation in 2010. Finally, and perhaps most 
importantly, with rents likely to rise further investors will be conscious 
of paying tighter yields when capital values are already quite high by 
international standards. 
 
On balance, therefore, our view is that the scope for prime Dublin 
office yields to harden further in the current cycle is limited, and future 
capital value increases will be driven by rental growth.  However, we 
do believe that there is potential for yields to move in further for better 
located retail assets, and this will combine with rental growth to drive 
values.  Likewise industrial property is still trading at a discount to 
reinstatement value and yields should continue to sharpen.  ■

assets have also bought loan books.  The properties backing 
these loans are also likely to be brought to the market over the 
coming months and years. ■

Source: Savills Research 
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