
 5.8% 
GDP Growth
in Q2 2019 

 4.2% 
growth expected in the
Irish ecomnomy in 2019

4.2% 
Rise in Office 
employment

Three Haddington Buildings. 1,858 sq m of Grade A office space completed in Q2 2019. 

45,000
new jobs to June 2019 

this year

Ireland remains the EU’s fastest growing economy, with GDP 
rising by 5.8% year-on-year in Q2 2019 – more than four times 
the pace of expansion in EU heavyweights Germany and 
France. Total employment rose by 45,000 in the year to June – 
a growth rate of 2%. This compares to 3.4% a year ago. It stands 
to reason that, as the economy approaches full employment, 
the pace of jobs growth would soften. However, Dublin office-
based employment – the proximate driver of occupational 
demand for office space – is rising more than twice as quickly 
as overall jobs growth at 4.2%. 
The sectoral pattern of jobs growth can be volatile. However, 
Figure 1, which smooths the trend through four-quarter 
averaging, illustrates three things; (a) Employment is rising in 
all of the key office-based sectors, (b) Reflecting the relentless 
development of technology and Dublin’s attractiveness as a 
location for globalised tech firms, ICT has been a consistently 
strong generator of employment, (c) Dublin has seen 
particularly strong growth in public sector employment over 
the last 18 months.  
Focusing on the latter point Savills estimates that the 
Government’s Brexit planning has led to the creation of at 
least 1,000 new jobs across a range of functions including 
Revenue, customs controls, passport services, regulation and 
accreditation.1

Despite the underlying strength of the economy, Savills has 
been cautioning for some time that external factors have led 
to heightened uncertainty.  With the deadline for Britain’s 
EU departure fast approaching, there is still no real clarity on 
how, or on what terms, Brexit will be achieved.  Dublin office 
demand has clearly picked-up some positives from Brexit, 
including increased public sector recruitment.  But it is hard to 
quantify the offsetting negatives that may already have arisen 
from the knock-on impacts of greater uncertainty.  Moreover 
Brexit, in any form, is likely to be a net negative for the Irish 
economy going forward and, to that extent, can be expected to 
deduct from the longer term demand for business space.2 
Looking beyond these islands, the slow moving train of global 
tax reform will require local policy makers to maintain a 
flexible and adaptable approach.  Of more immediate concern, 
protectionist policies and escalating trade tensions have 
subtracted from global growth, creating a natural headwind for 
small open economies like Ireland.  One consequence has been 
a move by central banks on both sides of the Atlantic to soften 
their monetary stance.  The US Federal Reserve cut rates by 
0.25% in both July and September.  Meanwhile the ECB also cut 
its deposit rate by 10 basis points in September and announced 
that it will resume a €20bn per month bond-buying programme 
from November.  The implications of these monetary 

1. Some of these Brexit related Government jobs are located outside Dublin, in locations such as Rosslare and Cork.
2.  Given such uncertainty about the nature of Brexit there is a wide margin of error around estimates of its impact on Ireland’s economy.  However in 

a recent speech Minister for Finance Paschal Donohoe indicated a hard Brexit could reduce GDP growth in 2020 by 2–2.5 percentage points, while 
recent ERSI estimates suggest that, in an worst-case-scenario, output could be 5% lower in 10 years’ time under a disorderly no-deal Brexit scenario; 
see Ireland and Brexit: modelling the impact of deal and no deal scenarios, the Economic and Social Research Institute, March 2019 - https://www.
esri.ie/publications/ireland-and-brexit-modelling-the-impact-of-deal-and-no-deal-scenarios
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Kildress House, Dublin 2. 2,064 sq m available to let, delivering Q4 2019

developments for office demand in Dublin are broadly positive but 
nonetheless mixed.  Lower interest rates tend to support stock markets, 
creating a better environment for investment and corporate expansions.  
Given that ICT has accounted for 44% of take-up in the Dublin office 
market over the last 5 years, and that many of the tech occupiers taking 
space in Dublin are listed US companies, monetary easing should be 
supportive of continued growth in ICT take-up. In contrast, however, a 
low interest rate environment has historically tended to pressurise banks’ 
net interest margins (NIM) – primarily because banks find it hard to 

charge retail customers for holding their money on deposit.  Indeed, most 
of the domestic banks have already seen their lending margins tighten, 
leading to a sharper focus on cost-to-income ratios, recruitment freezes 
and some reports of planned branch rationalisation.3

Notwithstanding these uncertainties and economic challenges, however, 
the consensus forecast is that Ireland’s economy will grow by 4.2% this 
year and by a further 3.4% in 2020 with continued solid jobs growth also 
predicted. 

3. Nationally, employment in Financial Services (ex. Insurance) has fallen by 6.8% between Q3 2017 and Q2 2019 (from 69,500 in Q3 2017 to 64,800). 

Figure 1: Dublin Office-based Employment by Sector – 4QMA
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Another notable from the graph is the continued expansion of take-up by 
public sector bodies, which accounted for 27% of the space leased in H1 – 
the highest proportion in a decade.  This clearly reflects the employment 
trends identified above, along with continuing efforts by the OPW to 
gradually upgrade office space for State employees. 
Reflecting dynamics within the industry, financial services occupiers have 
been relatively inactive, only leasing 3,716 sq m of space in the first six 
months of 2019.  Professional services firms have also not been big takers of 
office space in recent months, with just 3,143 sq m signed for in H1.  However 
Savills’ agency team is aware of a number of large space requirements from 
professional services companies bubbling under, and these will inevitably 
lead to a pick-up in lettings downstream. 
The real estate sector accounted for 5% of the office space let across Dublin 
over the first half of 2019, with the majority of this attributable to serviced 
office providers.  Iconic Offices took 2,312 sq at the recently completed 
Lennox Building on South Richmond Street, while Pembroke Hall also 
expanded with the letting of 1,481 sq m at Ballast House on Westmoreland 
Street. WeWork has been the biggest player in this niche over recent years, 

accounting for more than 60% of the space taken by flexible workspace 
providers in Dublin since the start of 2016.  It took a further 1,687 sq m at 
George’s Quay in Q2 and the success or otherwise of its much publicised 
IPO is likely to determine its future expansion plans.

Net Absorption
Net absorption - the period-on-period change in occupied space - totalled 
7,162 sq m in Q2 2019, equivalent to 24% of gross take-up in the quarter.  
Net absorption is typically lower than gross take-up for two reasons;  
Firstly, space surrendered by occupiers moving within the market offsets 
against the space being leased.  Secondly pre-lets are counted in the current 
period’s take-up but do not register as occupied space until they become 
built and occupied at some point later in the cycle.  For this reason pre-lets 
can be seen as a deferral of net absorption.  
Considering the first half of 2019, just under 20,000 sq m of modern office 
space was absorbed in Dublin, with a further 79,564 sq m of pre-let space 
promising to convert into absorption at a later date.

Q1 registered the second strongest quarterly take-up in the history of the 
Dublin market and featured some very large deals.  Given this backdrop it 
is perhaps no surprise that letting activity slowed to just 30,452 sq m in Q2 
2019 - the lowest quarterly total in two years.  However in a small market like 
Dublin an element of quarter-to-quarter volatility is natural and, based on 
space already reserved, the second half of the year should see a pronounced 
recovery in leasing activity. 

The Dublin office market has traditionally had a well-diversified occupier 
base with public bodies, professional services firms, financial services 
companies and, more recently, technology companies accounting for the bulk 
of take-up.   As noted above ICT firms have accounted for a sizable share of 
lettings in recent years.  While Q2 broke this trend somewhat, this is probably 
just a function of low overall lettings in the quarter.  In this context the half 
year picture provides a more informative insight and confirms that tech 
companies accounted for 46% of all the space let in Dublin between January 
and June (see Figure 3).

Figure 2: Dublin Office Take-up 

Figure 3: Dublin Office Take-up by Sector, H1
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310 sq m of Office Space at 72 Leeson Street

4 5

In a small city like Dublin the flow of office completions can be somewhat 
lumpy from quarter-to-quarter. Some 46,321 sq m of new office space were 
finished in Q1, while a further 16,325 sq m were completed in the second 
quarter. This includes three offices: 1,860 sq m at 3 Haddington Buildings in 
Dublin 4; 1,625 sq m at the Wythe Building on Cuffe Street, and 12,840 sq m 
at One South County Business Park in Dublin 18.  
While 62,646 sq m of new space were completed in the first half of the 
year, 29,325 sq m were decommissioned for redevelopment.  Allowing for 
just over 4,000 sq m of data revisions, this means that only 28,908 sq m 
was added to the stock in H1 2019.  Looking at cumulative development in 
the cycle-to-date, 525,048 sq m of new space has been delivered since the 
beginning of 2014 some.  But nearly 298,000 sq m of older space has been 
withdrawn.  As a result net additions amount to 227,106 sq m - just 43% of 

the gross space delivered.  This is 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 withdrawal of older stock

Vacancy 
With net absorption not far behind net completions, and allowing for data 
revisions and the denominator effect caused by a rise in the total stock, 
the vacancy rate across Dublin has remained more-or-less static in H1 2019, 
edging up from 8.1% at the start of the year to 8.3% at the end of June.  As 
ever, we note that vacancy rates vary by location, with lower rates observed 
in the prime South Docks (5.6%) and traditional CBD markets (6.8%).

Figure 4: Vacancy Rate – Dublin Offices
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Figure 5: Vacancy Rate by Broad District 



310 sq m of Office Space at 72 Leeson Street

The EXO Building, Dublin’s tallest office block. 15,794 sq m delivering Q2 2020

4. See McCartney (2011, 2012), Sanderson, Farrelly and Thoday (2006).
5. McCartney (2011) previously found evidence of a material shift in the natural vacancy rate in the late 1990s
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Casual observation of recent market cycles shows that Dublin office rents 
have always risen when the vacancy rate was below 11%.  This is confirmed 
by a body of empirical work which econometrically estimates the Natural 
Vacancy Rate – the vacancy rate that acts as a tipping point between positive 
and negative rental growth - at around this level.4   However, despite vacancy 
rates currently being much lower than this threshold, market participants 
do not perceive any strong inflationary pressure in Dublin.  This may reflect 
the traditional focus on prime headline rents as the benchmark measure, 
which is likely to be obscuring our view of underlying inflationary pressure;  
While prime headline rents have not risen for 18 months, headline rents in 
the South Suburbs have risen by 3.7% in the last year.  In addition, when 
considered on a net effective rather than a headline basis, prime rents have 
edged up due to tightening rent-frees.

Nonetheless, the inflationary pressure is weaker than might be expected 
given the historically low vacancy rates currently being experienced.  This 
gives rise to the notion that the natural vacancy rate may have shifted lower 
meaning that, at current vacancy levels, the market is not as undersupplied 
as we had assumed.5 A potential reason for this could be the move from 
upward-only leases to up-and-downward leases in 2010.  This gives 
landlords less incentive to sit on vacant space while they try to optimise 
rent levels.  Savills is planning further research into this topic and will 
report back in a later commentary.
For now, 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 6-12 
months depending on minimum lease length and covenant strength, among 
other factors. 

Offices

Rents



885 sq m of Office Space at Lumen on Baggot Street, Dublin 4
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Looking ahead, prospects for the Dublin office market appear quite 
favourable.  On the demand side 61,248 sq m of the new space that is due 
to complete in H2 is already committed, and this should flow directly into 
increased absorption (albeit with some potential offsets from vacated 
space).  More generally jobs growth has been strong on a year-on-year basis, 
and the central forecast is for this to continue.  The resulting additional 
headcount in office based service activities should ultimately translate into 
absorption – although the lags between hiring and organisations’ acquisition 
of space are not always easy to predict.   The one fly in the ointment is 
Brexit.  Q4 is traditionally a strong quarter for lettings and has registered 
the highest quarterly take-up in 5 of the last 7 years (and the second highest 
in another year).  Therefore, should Brexit developments impact negatively 
on activity, the late October timing could materially disrupt the expected 
annual numbers. 
On the other side of the market our predictions that new office development 
in Dublin would be quite modest in 2019 are coming to fruition.  In gross 

terms we only expect around 150,000 sq m of new space to be delivered 
by the end of the year.  And when we take into account demolitions, net 
additions to the stock are unlikely to materially exceed 100,000 sq m.  
Combined with the relatively positive demand side outlook, this should 
cause the modest decline in vacancy rates observed between Q1 and Q2 
to continue for the remainder of the year.As such, discounting unforeseen 
shocks, rents should remain well supported.  
Some commentators have recently asserted that office construction has 
peaked.6 However, based on a detailed scheme-by-scheme analysis of the 
development pipeline, Savills strongly disagrees with this view.  Based on 
activity that is already onsite, we expect significantly more space to be 
delivered next year than was the case in 2019.  Notwithstanding the central 
forecast of continued strong economic growth, this is likely to cause the 
vacancy rate to edge higher in 2020, with a potential lagged impact on rents 
in 2021.  

Offices
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6. Goodbody Stockbrokers, Goodbody Morning Wrap, 28th Aug 2019.
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• Take-up in the Cork office market totalled 23,470 sq m in H1 2019
•  The most notable deal was Clearstream’s letting of 6,570 sq m at 

1 Navigation Square 
•  Eli Lilly completed and moved into 6,225 sq m at Eastgate, Little 

Island
•  Financial services and ICT accounted for 35% and 29% of take-up 

respectively

• Five office schemes are currently under construction
•  These are expected to deliver a total floor area of 54,050 sq m over 

the next 12 months
•  This includes developments at Horgan’s Quay, Penrose Dock and 

Navigation Square on Albert Quay, which together will provide 
43,365 sq m of Grade A space 

Offices

Cork At a Glance

Take-up In Planning

Vacancy and rents 

Development 

• Planning permission has been granted for a further 243,889 sq m
•  37% of this development is set for the city centre 

•  The Q2 vacancy rate was 8% compared to 10.2% in the comparable 
period last year 

• Prime rents are now €350 per sq m
•  Typical rent-frees of 12 months on new lettings for 10-12 years 

term certain

Horgans Quay, Cork City. 28,696 sq m of Grade A Office Space
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42 Westland Row, Dublin 2. 1,062 sq m of Grade A Office Space Available to Let
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