
The Economy 
expanded by 

2.1% 
y/y in Q3 2018

74,000
net new jobs have now 

been created since 
the low water 
mark in 2011

Northern Ireland’s economic story remained broadly positive 
in 2018. Following a weather-related slowdown between 
January and March, annual output growth rebounded in 
Q2 and quickened again in the three months to September. 
According to the Northern Ireland Composite Economic Index 
(NICEI), the economy expanded by 2.1% in Q3 – the fastest rate 
of annual growth in six quarters.  Private sector activity was 
the driver behind this growth, advancing by 2.5% (see Figure 
1). Growth in public sector output was a much more subdued 
0.6% in Q3. The absence of a functioning government likely 
weighed on the latter.

Headline labour market data also remain benign. Over 14,500 
additional jobs were added in the year to September, taking the 
series to a new seasonally adjusted high. More than 74,000 net 
new jobs have now been created since the low water mark in 
2011 and there are almost 33,000 more jobs than at the height 
of the boom in 2007 (see Figure 2). The private sector was 
again the driver of growth over the past year, with employee 
jobs rising by 13,370 compared with 1,150 public roles. 

Solid jobs gains continue to exert downward pressure on NI’s 
unemployment rate which fell to 3.8% in the three months to 
December - down from 4.1% a year earlier and below the UK’s 
4.0%. Earnings are responding to this with average weekly 
wages rising by 3% y/y in nominal terms. However with NI’s 
inactivity rate remaining elevated by UK levels, a hidden pool 
of potential workers remains available. If activated, this could 
contain the pace of future wage growth. 

Looking ahead, while the global economy performed reasonably 
well in 2018, signs of slower growth in Europe and international 
trade disputes point to a more challenging outlook. Closer to 
home the ongoing stand-off in Stormont continues to be a 
headwind. But Brexit-related uncertainly undoubtedly remains 
the biggest risk to the NI economy. Assuming the UK and EU 
reach a mutually beneficial trading agreement, consensus 
forecasts suggest that output growth in NI will be around 1% in 
2019, in-line with early estimates for 2018.

Figure 1: Northern Ireland Composite Economic Index

Figure 2: Total Employee Jobs 
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Brexit is expected to be a net negative for the UK economy. The 
extent of this will ultimately depend on the exit arrangement. 
Analysis by the Bank of England (BoE) indicates that if the UK 
retains a close economic partnership with the EU, including 
comprehensive measures for free trade in goods and some trade 
in business and financial services, GDP could end up being 1.25% 
- 3.75% below baseline – i.e. relative to where it would have been 
had the UK not voted to leave – by the end of 2023. The impact of 
a more disorderly no-deal exit, where tariffs and other barriers 
to trade are suddenly introduced, could be more greatly felt. 
Although heightened uncertainty prevails, the fact that a majority 
of British MPs favour avoidance of a no-deal Brexit tilts the balance 
of probability towards some sort of orderly withdrawal being 
achieved. Therefore, an agreement between the UK and EU which 
minimises the economic and social effects of Brexit remains our 
central case.
  
In our view, retaining a close economic partnership with the EU 
represents the most favourable outcome for Northern Ireland. The 
reasons for this are discussed below. 

1. Retaining Cross-border Activity: The only land border 
between the UK and the EU lies on the island of Ireland. Excluding 
the remainder of the UK, more than half (58%) of all NI exports in 
2017 went to the EU. The Republic of Ireland (RoI) was the biggest 
of these customers accounting for two-thirds. Manufacturing is 
NI’s principal export to the RoI in value terms, with wholesale and 
retail a close second. Combined these sectors account for 28% of NI 
jobs. Latest data also show that 14% of households in the Republic 
made at least one cross-border shopping trip in the twelve months 
to Q1 2018, spending a total of €458 million. Given the importance 
of EU trading relationships to employment in NI, retaining the free 
movement of goods is a desirable scenario. Any imposition of tariffs 
and / or custom controls could have knock-on implications for the 
wider economy including the retail and housing markets.

2. Foreign Direct Investment (FDI): FDI can play an important 
role in boosting output and employment and attracting talent. 
Despite Brexit, Northern Ireland secured 34 inward investments 
in the tax year 2016-17. While this accounted for a very small 
proportion of the total number of investments into the UK during 
this period, NI created the second highest number of new jobs 
per investment out of the twelve UK regions. Trade openness 
undoubtedly plays a critical role in multinational firms’ location 
decisions. As such, future FDI flows into NI could be sensitive 
to the eventual trading arrangement the UK and EU adopt. An 
unfavourable deal could impact negatively on the occupational 
demand for business space. 

3. EU funding: Under current arrangements, the EU is set to 
provide financial assistance of €3.5bn to support economic and 
social development in NI over the period 2014-2020. However, 
much of this will disappear when the UK exits the EU.1  Arguably this 
could be offset by the UK Treasury no longer having to contribute 
to the EU budget. But, in the event of a no-deal Brexit, some of 
these savings may need to be redirected towards developing trading 
relationships elsewhere. This could delay, or even jeopardise, local 
infrastructure projects. 

4. Political Stability: The 1998 Good Friday Agreement (GFA) 
brought about greater stability to Northern Ireland by removing 
the need for military checkpoints north and south of the border 
and establishing a local power-sharing arrangement. Given that 
the GFA is an internationally recognised treaty it seems unlikely 
that the UK or EU is willing to compromise its integrity. However, 
the very existence of border controls on the island of Ireland could 
divide local communities and even threaten the peace process. Such 
an outcome would undoubtedly weigh on business and consumer 
sentiment. 
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Titanic Belfast

1 MEPs have supported the European Commission’s intention to continue providing special cross-border community funding, aimed at promoting peace in NI, after 2020. These programmes 
currently account for 13% of total EU funding to NI. 

Northern Ireland

Brexit and Northern Ireland



While 2018 was a challenging year for UK retail, robust employment 
growth, a modest uplift in real wages, increased inbound tourism and 
shopping trips from RoI offset a fall in consumer confidence in NI. As a 
result the sector continued to grow, albeit at a modest rate. According 
to the Quarterly Index of Services Report, annual output growth in the 
wholesale, retail, accommodation and food service sectors averaged 
0.7% in the rolling four quarters to Q3 2018. Although the year saw 
a number of store closures, many of these have now been re-let. 
Indeed, some retailers appear to be using the opportunities created 

by Company Voluntary Agreements (CVAs) to expand their own 
footprint in the market. 

An analysis of prime city and shopping centre take-up reveals that 
department stores (21%), outdoor / sports stores (17%) and fashion & 
footwear stores (16%) were among the top takers of prime retail space 
in NI last year. This appears to reflect local spending habits. Data 
show that, on a per household basis, NI spends more on clothing and 
footwear than any other UK region. 

Belfast City’s retail scene had a particularly tough time in 2018 
following the closure of Primark at the historic Bank Buildings due 
to extensive fire damage. The resulting safety cordon and closure 
of surrounding stores, including JD Sports, Zara, Skechers and 
McDonalds, negatively affected the prime pitch and weighed heavily 
on pedestrian and vehicular movement through the City for much of 
H2. Despite this headwind lettings activity in surrounding streets 
remained robust which, in turn, helped maintain the tone of rents in 

prime locations. Several new entrants opened their doors including 
Seasalt Cornwall, Guineys, footwear giant Vans, Mac Cosmetics and 
a host of F&B operators including Chopped, Tim Hortons and Taboo 
Donuts. Other noteworthy lettings included British fashion and 
homeware retailer Matalan who opened its first in-town format store 
in CastleCourt, cosmetics brand Lush which upsized and relocated on 
Castle Lane, while Tommy Hilfiger doubled its store size in Victoria 
Square.  

Prime shopping centres in and around the Greater Belfast Area 
appeared to benefit from the City Centre’s misfortune, with the 
Primark fire deflecting footfall and spend further afield. This was most 
prevalent in the likes of Abbeycentre, Newtownabbey and Bow Street 
Mall in Lisburn where Primark is the anchor tenant. However, tougher 
trading conditions were reported by some of the more regional centres 
and the gap between primary and secondary locations became more 
apparent. While dominant centres have in many cases exploited 
failing retailers and CVAs by re-letting the space to more appealing 
brands, secondary centres have struggled to re-let space. This presents 

a challenge to some landlords who in certain situations have little 
choice but to consider re-purposing the space for leisure, residential, 
community uses etc.. 

Border town shopping centres look to have benefitted once more 
from a weak Pound in 2018, with favourable exchange rate dynamics 
continuing to draw-in shoppers from the south. As mentioned above, 
some 14% of households in the Republic made at least one cross-border 
shopping trip in the twelve months to Q1 2018, spending a total of €458 
million.
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Figure 3: Prime Retail Take-up (2018)
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Nando's and Five Guys at Rushmere Shopping Centre's new extension 
- Savills represented the landlord

Savills represented the landlord in the re-letting of the former Toys R Us at Crescent Link to B&M

Northern Ireland

Tenant Sector Location

Skechers Fashion & Footwear AbbeyCentre SC

Warren James Jewellery AbbeyCentre SC

Patisserie Valerie F&B Forestside SC

Yours Clothing Fashion & Footwear Bow Street Mall

Toytown Kids Bow Street Mall

Bestseller Fashion & Footwear Bow Street Mall

Houston’s Department Store Bow Street Mall

Brand Max Discount Connswater SC

Sports Direct Outdoors/Sports Connswater SC

Savers Discount Connswater SC

The Range Department Store Connswater SC

Tim Hortons F&B Connswater SC

River Island Fashion & Footwear Fairhill SC

Remus Uomo Fashion & Footwear Tower Centre

Tommy Hilfiger Fashion & Footwear Tower Centre

Taboo Donuts F&B Tower Centre

Nando’s F&B Rushmere SC

Five Guys F&B Rushmere SC

Vogue Fashion & Footwear Rushmere SC

DV8 Fashion & Footwear Rushmere SC

Pavers Fashion & Footwear Bloomfield SC

Taboo Donuts F&B Bloomfield SC

Pets at Home Bulky Goods Bloomfield SC

Holland & Barrett Health & Beauty Foyleside SC

Disney Kids Foyleside SC

Jack Wills Fashion & Footwear Foyleside SC

Make up Pro Store Health & Beauty Foyleside SC

Jack & Jones Fashion & Footwear Erneside SC

Vegas Nails Health & Beauty Erneside SC

Marks & Spencer Department Store The Quays SC

PureGym Health & Beauty The Quays SC

Burger King F&B Buttercrane SC

Grafton Barbers Health & Beauty Buttercrane SC

Table 1: Recent Shopping Centre Lettings Across NI 

In the out-of-town sector, several household names fell on hard times in 
2018 including Toys R Us, Maplin, Homebase, Poundworld, Carpetright 
and Mothercare. Store closures have weighed on rental values and, in 
turn, investor demand. But this is also presenting opportunities for other 
retailers to expand and, in some cases where space becomes available, 
units have been quickly re-let – albeit often at a lower rent. B&M for 
example has taken over the former Toys R Us unit in Crescent Link Retail 
Park, while Home Bargains has expanded into Castlebawn Retail Park in 
Newtownards. We also understand that The Range has agreed terms for a 
new store on Boucher Road. With value brands entering in to leases of up 
to 15 years in some cases, landlords are willing to engage and any concerns 
over covenant strength appear to have been largely dispelled.
 
In the grocery sector, we understand Lidl continues to seek larger stores 
of 25,000 sq ft or more. However, arguably the biggest news to emerge is 
Iceland’s Food Warehouse format. This combines a cash-and-carry with 
the more traditional store offering and typically includes an extended 
range of luxury and speciality frozen foods. More than 50 of these stores 
are already dotted across the UK mainland and it appears Iceland is close 
to agreeing a number of locations in NI. 

NI households have one of the highest average weekly spends on 
restaurants and cafés across all twelve UK regions. As a result F&B 
occupiers remained active in 2018, albeit there is a sense that some prime 
pitches are nearing saturation point. While Costa Coffee, Starbucks, 
Insomnia and Greggs grew their high street and shopping centre offerings, 
some of the national chains are adopting consumers’ appetite for ‘grab 
and go’ and shifting their focus to roadside pods. One such operator is 
Café Nero which opened its first pod in Crescent Link Retail Park. Greggs 
is set to follow suit in Omagh’s Showgrounds Retail Park. There has also 
been a focus on the drive-thru model. Examples include Tim Hortons at 
Connswater and Starbucks in Bloomfield.

Several restaurant chains remain in expansionary mode. Nando’s opened 
a new store at Rushmere in Craigavon, as did Five Guys. The latter is 
now also trading on Boucher Square in Belfast – its third location in the 
province. McDonalds recently opened its 30th outlet in Antrim. The new 
format offers table service and an outdoor play area for kids. 

Out-of-Town

Food & Beverage
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While the total number of jobs in NI has risen by 3.9% in the last 24 
months, office-based employment –  the proximate driver of office 
demand – has outstripped this with growth of 4.1%. The ICT sector has 
been a major contributor, with the tech headcount rising by 12%. Similarly, 
professional services firms have been expanding strongly with employee 

jobs up almost 9% over the same period. Recent announcements point 
to further jobs gains across NI’s office dominated sectors. Fintru, a legal, 
risk and compliance specialist, is to create 605 new jobs between Derry 
and Belfast, while digital consulting firm PA Consulting is increasing its 
Belfast headcount by 400. 

An exceptionally busy year propelled office take-up in Belfast to a new 
annual record in 2018. Some 885,000 sq ft of space was taken-up last year 
– more than twice the 5-year average (see Figure 4). 

Traditionally, transactions above 100,000 sq ft have been rare in the 

Belfast market with just two such deals occurring between 2011-2017. 
However three lettings exceeded 100,000 sq ft last year, accounting for 
50% of total take-up. While these helped propel the average letting size 
to over 10,000 sq ft in 2018, Figure 5 reveals that this has been trending 
higher since 2014. 

Market demand remains broadly based and the pattern of lettings is largely 
consistent with the sectoral breakdown of jobs growth. Tech, Media and 
Telecommunications (TMT) accounted for 36% of gross take-up in 2018, 
with Professional Services responsible for a further 28%. Real estate 
companies were behind 8% of space taken last year. This is up from 3% in 
2017 and was largely driven by serviced office providers. These operators 

generally seek to earn a margin by taking space on standard leases, then 
subletting or licencing it onwards on flexible terms. While some of this 
growth might be down to Brexit-related uncertainty feeding occupiers’ 
demand for flexibility, it also appears to demonstrate that the Belfast 
market is evolving along broader global trends, with the emergence of a 
flex office sector. 

Figure 4: Belfast Office Take-Up 

Figure 6: Take-Up by Sector (2018) Table 2: Serviced Office Take-Up (2018)

Figure 5: Average Office Letting Size by Year – Belfast

Location Occupier Size, Sq Ft

River House, 
48-60 High Street

Clockwise 30,319

Adelaide Exchange, 
Adelaide Street

BESpoke 19,774

Centre House, 
Chichester Street

Step Space 5,636

Centre House, 
Chichester Street

Step Space 5,591

Ascot House, 
24-31 Shaftesbury Square

SPB Belfast 5,274

Northern Ireland

Office Market 
Market Overview

Market Activity
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Figure 7: Prime Headline Office Rents on Refurbished Buildings – Belfast Figure 8: Investment Market Turnover 

Asset Sector Price, £

Metro Building, Donegal Square South, Belfast Offices 21,800,000

40/46 Donegall Place, Belfast Retail Shops 16,400,000

Obel 68, Donegal Quay, Belfast Offices 15,200,000

Fountain House, Donegall Place, Belfast* Retail Shops 13,000,000

Bow Street Mall, Lisburn* Shopping Centres 12,250,000

Table 3: Top 5 Investment Deals 2018 

* Savills Involved

Northern Ireland

Approximately 430,000 sq ft of office space was delivered to the Belfast 
market in 2018. However, more than two-thirds (68%) of this was 
refurbished space. While refurbishments improve the quality of a city’s 

stock, their impact on the total quantity of stock tends to be limited. Just 
one new office building was developed in Belfast last year, Allstate NI’s 
138,225 sq ft HQ on East Bridge Street.  

With 70% of space taken in 2018 attributable to new entrants and expanding 
operations rather than occupiers moving within the market, net absorption 
– which subtracts from the overhang of vacant space – remained a feature 
of the Belfast office market. Reflecting this, just 78,000 of the 430,000 sq ft 
delivered last year was available at the beginning of 2019. 

The overall vacancy rate stood at 6.8% in December 2018. Grade A 
vacancy was somewhat lower at just 2.9%. While this supply pinch-point 
will be partially relieved by 2019’s delivery pipeline, more than half of the 
501,000 sq ft due for completion this year is already committed. 

A total of £174.5m worth of income-producing commercial real estate assets 
changed hands in Northern Ireland in 2018. This is almost half 2017’s total 
turnover figure and the lowest annual spend since 2013 (see Figure 8 above). 
. Although Brexit concerns have been hanging over the market since 2016, 
uncertainty appears to have intensified last year as the official leave date of 
March 29th 2019 drew ever closer in the absence of a deal. With prolonged 
back-and-forth debates between the UK and EU, as well as in the British 
Parliament, resulting in no resolution to the Irish border situation and 
future trading relationship, investors were reluctant to commit significant 
capital into NI. While this weighed heavily on investment activity last year 
the situation was compounded by the withdrawal of several significant retail 
assets, post marketing, given the tougher trading conditions the sector has 
experienced across the wider UK market. 

Notwithstanding the heightened level of uncertainty, some investors 
clearly viewed commercial property in NI as a secure asset class providing 
a steady stream of income. Other buyers may have been searching for 
value in the market with the aim of capitalising in the event of a future 
deal between the UK and EU – which remains our central case. 

Retail investment was again to the fore, with shops (26%), retail parks 
(14%), shopping centres (11%) and foods stores (1%) combining to account 
for over half of total turnover in 2018. Office investment was responsible 
for one-quarter of CRE spend with the Metro Building, Donegal Square 
South the biggest trade by value last year at £21.8m. 

Reflecting the continued low vacancy rate for grade A properties, rents 
continue to rise. In the absence of new grade A buildings coming to the 
market, headline rents for the best refurbished buildings are setting the 

tone and increased by 15% in 2018 to stand at £23 per sq ft per annum by 
year-end. Based on achievable rents for such properties, we believe rents for 
new stock are in the order of £25 per sq ft per annum. 

Development

Availability

Rents

Investment Market 



Residential transactions in NI totalled over 23,800 in the rolling 
twelve months to Q3 2018. While sales volumes were marginally lower 
than in the same period a year earlier, activity has risen by over 100% 
from 2009 - 2011 levels. While semi-detached and detached properties 
remain the most common buy, both categories recorded modest annual 
declines in volume terms. In contrast terraced houses and apartments 
posted positive annual growth in the twelve months to Q3 2018. This 

could reflect the fact that growth in the number of mortgage loans to 
First-Time-Buyers (FTBs) – the cohort more commonly associated 
with this segment of the market – ran ahead of home mover loans in 
the opening nine months of 2018. Land & Property Services (LPS) 
data show that growth in new home sales is rising at a faster rate than 
existing homes. This is unsurprising given the increase in residential 
construction in NI last year. 

7,620 residential dwellings were completed in Northern Ireland over 
the twelve months to September 2018. This represents a 17% increase 
on the 6,494 built a year previously and, while still some way off 
previous peak levels, Figure 9 clearly shows that output is trending 
higher. While new dwellings construction looks set to continue rising 

– commencement notices for the rolling twelve months to September 
are up 5% y/y – output is likely to remain below the estimated 11,200 
units required per annum out to 2025 as outlined in the NI Housing 
Market Review and Perspectives. The clearest evidence of this continued 
supply / demand imbalance is price signals. 
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Figure 9: New Dwelling Completions - 4 Quarter Sum Figure 10: NI House Price Index 
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Residential Market
Transactions

Supply

Residential prices rose by 4.8% in the year to Q3 2018, with the standardised 
average price of a property in NI now at £135,060. Prices are approximately 
39% above their cycle low in Q1 2013 but are still 40% below their high point 
recorded in the third quarter of 2007 (see Figure 10). Growth in Newry, 

Mourne and Down (8.3%) and Mid Ulster (6.4%) has been particularly 
strong over the past year. Districts like Armagh City, Banbridge and 
Craigavon (1.9%) and Ards and North Down (3.3%) recorded more modest 
rates of annual growth.

While house price inflation continues to outstrip wage growth, pushing up 
loan-to-income ratios in the process, this has not been a barrier to owner 
occupation at a national level. In fact, the proportion of households in NI 
who own their own home has risen from 65% in 2015/16 to 69% in 2017/18. 
Renters’ share of household tenure has fallen over the same period. Within 
this, private renters now account for 14% of all households in NI, down from 
17% in 2015/16. 

According to the Ulster University / Housing Executive, average asking 
rents rose by 2.9% y/y in H1 2018. The more timely Home Let NI Rental 

Index reveals average achieved rents increased by just 1.9% in the year 
to December. While modest rental growth and no evidence of a tenure 
shift away from owner occupation suggest that NI’s PRS is close to being 
adequately supplied, digging beneath the headlines reveals pockets of the 
market where demand is noticeably outstripping supply. Average asking 
rents in the Belfast City Council Area (BCCA) increased by 5.2% y/y in 
H1 2018, compared with 1.8% outside the BCCA. This indicates a need for 
additional units in and around the capital. However a challenge in Belfast 
is that, in many areas, rents are still below where they need to be to make 
developments financially viable

Prices

PRS
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•  NI’s economy is expected to expand by around 1% 
in 2019 – assuming a favourable resolution to the 
ongoing Brexit impasse is swiftly achieved. 

•  December’s Ulster Bank NI PMI indicated that 
retailers’ confidence for the year ahead remains 
low. With input costs inflation outstripping growth 
in output prices, firms continue to report a squeeze 
on profits. This could clearly weigh on expansion 
decisions. 

•  On the flipside, with households benefitting from 
jobs growth and rising real incomes as inflation 
moderates, and operators in border areas gaining 
from a weak Pound, spending trends should remain 
supportive of the sector. Greater clarity around 
Brexit would also likely bring about a much-needed 
boost to consumer confidence which could lead to a 
loosening of shoppers’ purse strings. 

•  2018’s record level of office take-up in Belfast 
suggests most occupiers brushed aside Brexit-related 
and devolved government uncertainty last year. 
Provided a disorderly no-deal exit from the EU is 
avoided, there seems little reason to believe that 
demand for office space won’t remain robust through 
2019. 

•  The continued lack of speculative office development 
in 2018 resulted in occupiers with larger 
requirements taking refurbished space or, in the case 
of Deloitte, entering in to pre-lets to break ground. 
While it is understood that finance is in place for a 
selected number of centrally located developments, 
a delivery lag means that a shortage of prime grade 
A available space looks set to remain a feature of the 
market in 2019.  

•  With stamp duty on the first £300,000 of FTB 
purchases abolished and headroom for loan-to-
income multiples to move higher, buyers continue to 
bid up prices. While new residential supply is picking 
up the market looks set to remain undersupplied in 
the near term at least. This is expected to result in 
further house price inflation, albeit that the rate 
of growth should begin to moderate as the market 
moves closer into balance. 

•  Heightened uncertainty weighed on CRE investment 
in NI in 2018. Assuming 2019 brings greater Brexit 
clarity, a deal is secured and NI sees the return of a 
functioning Assembly, investor confidence should 
rise, helping market activity return to more normal 
levels. 
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Building Blocks – mixed use development on Winetavern Street. Expected to be onsite in Q3 2019 subject to planning
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