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Dublin’s office market continues to enjoy the support of a rapidly 
expanding economy.  Output growth accelerated from 5.1% per annum 
in Q1 to 5.8% in Q2.  Nearly 70,000 new jobs are being created per year 
and, within this, office-based employment is growing faster than that 
in all other sectors of the economy combined (4.2% per annum versus 
3.2%).   Leaving aside continuing strong jobs growth in Information 
and Communications Technology (+8.8% in the last 12 months), major 
employment gains have also been seen in leasing firms (+18% per 

annum) and legal and accounting services (+10.9%). As noted in our 
last report public administration employment has also picked up strongly 
since the lifting of the public sector recruitment embargo, and 6,200 net 
additional jobs have been created in this area over the last year.

 ■

The sectoral composition of 
lettings broadly reflects the pattern 
of jobs growth.  Information and 
communications technology (ICT) 
has accounted for a large and 
growing share of Dublin’s office 
take-up in recent years and, with 
a favourable trend in the industry 
headcount, this has persisted; 
technology companies took 48% 
of the space that transacted in 
Q2.  Dublin is now a major global 
centre for aircraft leasing and five 
of the 120 office lettings in the first 
half of the year were to aviation 
finance companies.  Meanwhile 
the public sector and legal and 
accounting practices – two 
traditional mainstays of Dublin 
office demand - accounted for a 
further 19 transactions. 

FIGURE 1: 
Dublin Office Take-Up

In total 100,801 sq m of office space was let across Dublin in Q2 2017.  
This is the third strongest quarter of take-up since the onset of the Global 
Financial Crisis a decade ago and is 1.7x the five year quarterly average 
(see Figure 1).  Including Q1 lettings of almost 50,000 sq m, total take up for 
the first half of 2017 is just over 150,000 sq m.  

Market Demand
Lettings

Introduction

55 Charlemont, Dublin 2 where Savills recently acquired the entire 
5,400 sq. m. of space for Zendesk
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TABLE 1:
Analysis of Vacant Movement – Q2 2017

FIGURE 2: 
 ICT Share of Quarterly Lettings

FIGURE 3: 
Pre-Lets as a Proportion of Total Take-Up

Net Absorption
Lettings of over 100,000 sq m suggest a strong base of market activity.  
However net absorption – the movement in occupied space - is generally 
a more meaningful measure of demand.  Net absorption was modestly 
positive at 1,103 sq m in Q2.  As such, there was a considerable gap 
between the headline lettings figure and the amount of space digested in the 
quarter.  While ‘churn’ accounts for some of this, its impact is currently quite 
limited for two reasons.  Firstly, given the rapidly growing economy, a high 
proportion of lettings are new entrants and expansions, resulting in limited 
space being vacated and returned to the market.  Secondly, in cases where 
space is being vacated it is tending to quickly  find its way into refurbishment 
/ redevelopment  rather than becoming available for immediate re-letting.  

Instead pre-lets are having a bigger bearing on the gap between gross 
lettings and absorption.  Pre-lets register immediately in current take-up 
figures but do not cause a positive movement in occupied space until the 
buildings reach completion.  In theory this can take up to two years, although 
our analysis indicates that pre-lets tend to happen most frequently in the 
12 months immediately prior to a building reaching practical completion.  

Rents
With vacancy below its equilibrium level, the tone of headline rents in 
Dublin’s prime business districts has edged up slightly from approximately 
€646 per sq m per annum (€60 per sq ft) last December to €667 per sq m 
per annum currently (€62 per sq ft).

On the supply side, there are now 390,000 sq m of space under 
construction and we expect net completions for the year (excluding 
refurbishments) to be broadly in line with the guidance of 81,600 sq 
m that Savills published last November.   In terms of market demand, 
consensus forecasts point to GDP growth of 4.1% and employment 
growth of 2.8% this year, followed by 3.5% and 2.0% respectively in 
2018.  In this context there is no reason to see the demand for office 
space in Dublin being anything but robust for the foreseeable future.  
At the half way point of 2017 net absorption stood at  34,295 sq m.  
On the face of it this suggests that we might fall short of the 110,000 
sq m pencilled into our rent forecasting model last November.  
However, as mentioned above, a number of pre-let buildings are due 
to complete before year-end and this should contribute to a marked 
pick-up in net absorption over the months ahead.  Therefore we are 
not materially altering our view on demand.

With expectations of greater absorption than net completions 
over the full year, we retain our belief that the vacancy rate will be 
lower at the end 2017 than it was last December.   This should 
underpin further modest rental growth in 2018, albeit that landlords 

are currently prioritising other aspects of leasing deals over rental 
growth.  These include factors such as term certain, incentives and 
financial covenant (in part caused by the upwards and downwards 
rent reviews that are now compulsory). 

Looking further ahead, and despite strong pre-letting commitments, 
we envisage that net completions will begin to edge ahead of 
absorption, leading to an uptick in the vacancy rate during 2018 and 
beyond.  While this will reduce inflationary pressure in the market 
it must be remembered that the starting point for this uptick will 
be a vacancy rate that is considerably below the equilibrium level 
(which has been formally estimated at between 12%-15%).  This 
suggests that there is considerable scope for vacancy rates to rise 
without provoking negative rental growth.  It must also be pointed 
out that, heretofore, we have seen considerable delays in pipeline 
versus promoter / developer ambition and we expect that pattern 
to continue with limited conventional debt provision (for speculative 
development) and limited pre-funders as the latter  are selective and 
operate in a sequential mode.

Vacancy
Q1 ended with 342,773 sq m of purpose built office space vacant and 
available on the market.  The movement in vacant space during Q2 is simply 
the sum of net completions (allowing for data revisions) (-8,445 sq m) less 
net absorption (1,103 sq m).  Therefore vacant space in the Dublin market 
fell by 9,547 sq m.  Applying the reduced vacant overhang of 333,226 sq m 
to the smaller total stock figure  of 3,630,634 sq m (caused by the excess of 
demolitions over completions during the quarter) leaves us with a vacancy 
rate of 9.2% - down from 9.4% at the end of Q1. As ever, vacancy rates vary 

As shown in Figure 3 more than half of all the office space transacted during 
Q2 2017 involved pre-lets of buildings that have not yet been completed.  In 
total there were eight pre-letting deals in the quarter, involving over 52,000 
sq m of space.  Adding in Q1 deals, an unprecedented 46% of all Dublin 
office lettings in the first half of 2017 have been pre-lets and 98.3% of all the 
space that was completed in H1 was occupied by mid-year.  

FIGURE 4: 
Withdrawals of Dublin Office Stock for 
Redevelopment – Current Cycle

5 Earlsfort Terrace, Dublin 2. Recently launched, the building comprises 
c. 6,000 sq m of Grade A space. Quoting €619 per sq m (€57.50 per sq ft)

With pre-lets accounting for over half of Q2 take-up, a large proportion 
of the gap between gross lettings and net absorption originates from 
this source.  However it is worth noting that, as pre-leased buildings 
that went onsite in 2015 and 2016 reach practical completion over the 
coming quarters, net absorption should pick-up rapidly.

Market Supply
32,170 sq m of new office space reached practical completion in Q2 
(less than half of the Q1 figure). However a greater amount of space 
(39,486 sq m) was actually withdrawn for redevelopment.  This 
represents the biggest amount of quarterly withdrawals since the start of 
the current cycle in 2014 and, inter alia, signifies that the parties behind 
these redevelopment schemes are confident in capital values over the 
medium term.  
Taking account of both completions and demolitions, and allowing for a 
small element of data revisions, there was a negative net movement of 
8,445 sq m in Dublin’s office stock during Q2.

ACTION SUPPLY DEMAND NET

(a) Completions  32,170

(b) Withdrawals -39,486

(c) Revisions -1,129

(d) Net Movement in Stock (a+b+c) -8,445

(e) Lettings 100,801

(f) Pre-lets and Churn 99,698

(g) Net Absorption (e-f) 1,103

(h) Movement in Vacant Space (d-g) -9,547

Outlook

markedly by location and building quality.  To illustrate this, the vacancy rate 
for Grade A space in Dublin’s docklands is now sub 1%.
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The Exchange, IFSC. Completing in October 2017, the building offers flexible floor plates of 1,850 sq m that can split down into takes starting from 465 sq m


