
The Irish economy has continued to power ahead since our last 
report. GDP grew by 9% in the year to June, again making Ireland 
the fastest growing economy in the EU. Total employment has risen 
by a very strong 3.4% in the last 12 months. But Dublin office-based 
employment - the proximate driver of office demand – has significantly 
outstripped this with growth of 4.6%. The Government has been a 
major contributor to this with the public administration headcount 
in Dublin rising by 6,900 over the last year. Likewise financial and 
professional services firms are expanding strongly in Dublin with 
annual jobs growth of 7% and 5.9% respectively,  and this is set to 
continue with a number of jobs announcements in recent weeks.  
These include major expansions by Qualtrics and Microsoft but also 
a range of smaller announcements by technology companies such 
as Logicalis, Smartwires, Monsoon Consulting, iCabbie and Tender 
Scout.

Looking ahead Ireland’s economic prospects remain very positive. 
Notwithstanding ongoing threats such as Brexit, monetary policy 
normalisation, global trade disputes and challenges to the Irish 
corporation tax regime, economists are revising their forecasts to 
the upside as new data emerge. But, for now, the consensus is that 
Ireland’s economic output will expand by approximately 5.4% in 2018 
and by a further 3.9% in 2019 with continued strong jobs growth. This 
should underpin net absorption of space in the Dublin office market. 

Lettings
2018 started strongly with 61,699 sq m of purpose-built office space 
taken-up in Q1. This was the strongest Q1 take-up recorded in 10 
years and was some 46% higher than the 10-year average figure for 
the first quarter. Activity increased further in Q2 with an additional 

92,766 sq m taken up – 82% above the 10-year average for Q2. This 
leaves total take-up for the first half of the year just shy of 155,000 
sq m. Savills’ active demand tracker shows that, despite very strong 
take-up in recent quarters, unfulfilled office requirements have never 
been higher and the market is on track for a full-year take-up figure 
of close to the record levels set in 2015. The demand for mid-sized 
parcels of space (929 – 1,858 sq m) has been less pronounced than 
for other size categories in recent quarters. However Savills’ demand 
tracker suggests that requirements in this size bracket are now re-
emerging and we expect take-up to reflect this in the quarters ahead.  

Lettings by Sector
Reflecting the changing nature of Ireland’s economy the ICT sector 
has been a major driver of Dublin office take-up in recent years 
and technology firms leased a further 48,000 sq m of space in Q2 
2018. Combined with the 22,000 sq m of space taken in Q1, ICT has 
accounted for 46% of total take-up in the first half of 2018.  However, a 
characteristic feature of the Dublin office market is its diverse occupier 
base. The number of professional services jobs in Dublin has risen by 
6% in the last 12 months, and is likely to rise further with industry 
heavyweights such as EY and Deloitte announcing an additional 800 
new jobs between them across Ireland in recent weeks. As noted 
above, Public Sector employment has increased by nearly 7,000 in 
Dublin over the last year and, unsurprisingly in this context, take-up 
of office space by Government bodies has risen by 9.8% year-on-
year in H1. At the macro level Brexit remains a source of uncertainty 
for Ireland.  However it has often been suggested that it could be a 
positive for the Dublin office market. It remains to be seen whether 
this will be the case in net terms, and much depends on negotiations 
over the coming weeks and months. For now, however, we can say 
with certainty that, particularly in the financial services sector, Brexit 
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Net Absorption
Net absorption – the period-on-period change in occupied space – 
totalled 77,268 sq m in Q2, equivalent to over 83% of gross take-
up in the quarter. While new entrants and expansions are driving this, 
rapid absorption also reflects earlier pre-lets which reached practical 
completion in Q2. As flagged in our previous reports such transactions 
were counted in take-up immediately when the lease was signed, but 
are not counted in occupied space until the building completes. This 
dynamic - arising from an unwinding lag between the signing of leases 
and the completion of pre-let buildings – will continue to boost net 
absorption as more buildings reach practical completion in the periods 
ahead.  

Market Supply and Vacancy 
Development
Particularly in a small city like Dublin the flow of new office 
completions can be somewhat lumpy from quarter to quarter.  
Following a light Q1 2018, when 15,396 sq m of new office space 
was finished, the gross flow of new completions jumped to 74,021 
sq m in Q2 2018. This includes eight buildings, five of which are in 
Dublin 2 with two others in the North Docks and one in Ballsbridge. 

Somewhat offsetting this was the decommissioning of older stock 
for redevelopment. This continues a major theme of the current 
cycle.  For the first time in the history of Dublin’s office market we 
are seeing large-scale demolition of older buildings to make way for 
new buildings on the same site. Since the beginning of 2014 nearly 
230,000 sq m of substandard older space has been withdrawn 
from circulation. Because of this net completions are less than 40% 
of the 362,626 sq m of new space that has been delivered in the 
same period. This wedge between gross and net completions has 
become a critical factor in understanding current and future supply/
demand dynamics in the market; the potential for new development 
to outstrip the absorption of space is being materially offset by the 
decommissioning of older stock.

Vacancy 
Despite over 74,000 sq m of new space being delivered to the 
market in Q2, the quantum of vacant space edged up by less than 
8,000 sq m due to the offsetting impacts of stock withdrawals and 
very strong net absorption. Moreover, reflecting the fact that the 
total office stock rose somewhat, the vacancy rate (calculated as 
vacant sq m / total sq m) remained unchanged from Q1 at 8.4%.

Rents 
With vacancy rates well below their natural level, prime headline 
rents in Dublin’s CBD have increased by approximately 5% over the 
last 12 months, although there was no change in Q2. Our view is 
that the tone of rents at the top end of the market is currently around 
€700 per sq m per annum, with typical rent-frees of 6 months. 

related business expansions and relocations are happening on the 
ground. Recent examples include announcements by DTCC in July 
and Equilend in September.

Approximately 16% of space taken in the opening half of the year was 
coded to lessees in the real estate sector - double the 8% recorded 
in 2017. As highlighted in previous reports this reflects the growing 
activity of serviced office providers. Several factors could be behind 
this. Serviced office providers may be following demand from their UK 
clients – something which could harden in the run-up to next year’s 
Brexit deadline. There is also a growing need for flexible leases given 
changing business patterns globally and imminent adjustments to the 
accounting treatment of leases. WeWork has been the biggest such 
player over the last six months, accounting for more than four-fifths of 
the sector’s take-up. All of WeWork’s recent lettings were pre- or mid-
lets of buildings in Dublin’s CBD that have not yet been completed. 
This reflects the requirements of the serviced offices model; providers 
are generally seeking larger parcels of space for subletting in smaller 
quantities, in prime locations where void risks are minimised.1 Given 
the scarcity of standing buildings that meet these criteria (at the 
beginning of the year just five buildings with availability of 5,000 sq m 
or more were available in Dublin’s CBD), flexible workspace providers 
are happy to pre-commit to space in advance of practical completion. 
They can also typically obtain better Tenant Incentives (“TIs”) by 
committing early and can avail of CAT A credits.

Figure 3: 
Dublin Office Take-Up by Sector:
2016 - H1 2018 

Figure 4: 
Net Absorption

1 The average letting by serviced office providers in H1 2018 was 5,077 sq m – 
nearly 3.5x the market average.
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Outlook
Just under 90,000 sq m of new office buildings completed in the 
first half of 2018, and with an additional 130,000 sq m on-site and 
due for completion by the end of this year, we expect total delivery 
of new space to exceed 220,000 sq m. However three things are 
worth mentioning in this context. Firstly, relative to developers' 
stated schedules, we have consistently observed some slippage in 
practical completion dates. So, even as we enter the later months of 
the year, there is potential for actual space delivery to undershoot.  
Secondly, Savills is also aware of a number of buildings that are being 
decommissioned for redevelopment in H2, so net additions to stock 
will be somewhat lower than gross completions. Finally, we note 
that 61.3% of the new office stock delivering in H2 2018 is already 
committed, so it will not add, at least directly, to vacant space upon 
its completion.

It remains to be seen whether net absorption can match the net 
delivery of new space in the coming quarters. However, over 110,000 
sq m of space was digested by the market in H1 and, as

Outlook
discussed above, absorption is being driven both by the strength of 
the underlying economy and by the unwinding of pre-lets which are 
now being completed. Active demand tallies by our office team would 
also give cause for optimism given the size of some of the larger tech 
requirements, albeit most of these are pre and mid-lets so absorption 
will lag the take-up as discussed above.  All of these factors are set to 
continue for the remainder of the year and beyond.   

Rental growth has been on a moderating path since 2015 due to a 
combination of the base effect, a supply-side response in the market 
and developers’ focus on other aspects of lease negotiations such 
as term-certain, the financial strength of the covenant, minimising TIs 
and rent caps-and-collars. Nonetheless rents continue to rise, and 
growth of 3.2% in the first half of the year has slightly exceeded our 
expectations.  If vacancy rates increase at all over the coming months 
any rise will be very modest, and vacancy will remain well below its 
equilibrium level.  In this context, and notwithstanding risk factors 
such as Brexit, the Dublin office market is likely to remain very strong 
over the reminder of this year and beyond.  

Lumen, Upper Baggot Street, Dublin 4



04 savills.ie/offices

Market in Minutes

Ireland Office and Research teams 
Please contact us for further information

Savills plc
Savills is a leading global real estate service provider listed on the London Stock Exchange. The company established in 1855, has a rich heritage with unrivalled growth. It is a 
company that leads rather than follows, and now has over 200 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.
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