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Rising costs have made residential units more 
expensive to build, threatening the viability of 
schemes. As lending conditions become more 
challenging, some State bodies may intervene 
to assist. The Land Development Agency is 
spearheading a €3.5 billion initiative to unlock 
sites with full planning permission in place, but 
where private development has been precluded 
by financing and viability constraints. As part of 
its Project Tosaigh initiative, 5,000 new homes are 
being targeted for delivery by 2026.  

Builders and developers are consistently in the market for 
residential sites, primarily with planning and not hindered 
by infrastructural constraints. However, the lack of sites, 
especially with planning in place, will likely limit activity 
in 2023. Higher costs have raised PRS viability concerns, 
increasing the risk profile of development. As a result, 
fewer investors and lenders will be willing to support 
these developments, with appetite growing for smaller 
housing-led schemes instead. Additionally, lenders will 
seek shovel ready developments to stave off the risk that 
sites become unviable as the year progresses. 

Irish and Eurozone price growth has been moderating in recent months, 
signalling a return to more normal levels of inflation. The European Central 
Bank (ECB) has raised its main refinancing rate by 300bps since July, 
bringing it to 3.00%. This is expected to peak at 3.75% by the summer and fall 
thereafter. Elsewhere, the US Federal Reserve has increased its target funds 
rate to a range of 4.50-4.75%, with the pace of hikes slowing as the economy 
experiences disinflation. All of this points to a resumption of more stable 
economic conditions, which bodes well for builders who faced materials 
cost inflation of 16.2% in 2022. EY Economic Advisory has forecast average 
construction inflation of 6.0% in 2023, easing pressure on developers.

Scarcity of sites to limit activity

Construction cost inflation to moderate as conditions stabilise     

Role for State to become bigger 
player amid viability pressures
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The Government has ambitious plans for Ireland to halve 
emissions from 2018 levels by 2030 and to reach net-zero by 
2050. While the private sector has been decisive in acting on 
Government rules on sustainable offices, the State has been slow 
to conform. Its policies necessitate a combination of upgrades to 
existing secondary public sector stock, as well as the development 
of modern, energy efficient buildings. Long overdue Government 
action on this issue will need to be taken in 2023 to avoid falling 
further behind.

Land aggregation is set to feature in the year ahead as small and medium-
sized developers bundle relatively low-cost sites into high value portfolios. 
This is one way they can create scale to attract investment amid a challenging 
funding environment. While interest rates have risen, it is worth bearing in 
mind these only form a small share of the annual percentage rate of debt, 
which is primarily comprised of other costs including arrangement and exit 
fees. Nevertheless, we expect some vendors to be more creative with deal 
structures, be they subject to planning, joint venture agreements or the re-
emergence of licence agreements. Overall, non-bank lenders have appetite 
for ready to go land with planning in place and will continue to be a source of 
funding in 2023. Pillar banks and high-net individuals will also continue to be 
feasible options for smaller developers. 

State bodies playing catch-up to  
upgrade portfolio

Smaller developers to look to land aggregation opportunities
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Figure 1: ECB main refinancing rate
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The macroeconomy exited a tumultuous year as 
the war in Ukraine, and consequent rises in energy 
and commodity prices, induced exceptionally high 
inflation. In response, the ECB implemented four 
interest rate hikes, taking the main refinancing rate 
from 0.0% to 3.0% between July 2022 and February 
2023. The policy move aims to return core inflation, 
which includes construction costs, to the target rate 

of just under 2.0%. Initial fears of recessions in the 
Eurozone and the US have receded amid consensus 
that inflation has peaked. Reflecting the relatively 
rosier outlook, the International Monetary Fund 
expects Ireland’s economy to grow by 4.0% y/y in 
2023, exceeding the growth forecasts of 1.0% and 
0.3% for the US and Europe, respectively. 

It has been a challenging period for developers 
who experienced construction cost inflation of 
16.2% y/y in 2022. When the Wholesale Price Index 
is broken out by material, sharper price hikes were 
visible across structural steel and reinforcing 
metal, plaster and PVC. This has placed significant 
pressure on the viability of some development  
land projects as materials can account for up to 
half of total delivery costs. At the same time, 

construction workers’ earnings grew by 5.1% 
y/y. Looking ahead, we expect construction cost 
inflation to slow as supply chains adapt to the 
disruption caused by the war and inventories 
are restored. Indeed, EY Economic Advisory has 
forecast construction inflation of 6.0% in 2023. 
Despite this, we expect tough funding conditions 
to persist as higher interest rate costs are passed 
through to Irish developers.   

Macro view
Construction cost inflation should slow as supply chains adapt to 
ongoing disruptions, but tough funding conditions to persist as  
higher interest rates raise the cost of borrowing

4.0%
expected economic  

growth in 2023

€751m
value of land deals 
transacted in 2022

Figure 2: Trend in Harmonised Index of Consumer Prices and Wholesale Price Index 
(construction materials)

Source: CSO

HICP WPI (Construction Materials)

B
as

e 
20

15
 =

 1
0

0

90

100

110

120

130

140

150

20222021202020192018201720162015

32%
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two transactions

The International Monetary Fund expects Ireland’s economy to grow 
by 4.0% y/y in 2023, exceeding the growth forecasts of 1.0% and 0.3% 
for the US and Europe, respectively.

Pandemic restrictions
eased as vaccines

go live

300bps 
increase in ECB main 

refinancing rate since July
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Figure 3: Development land turnover

Source: Savills Research

Table 1: Top 5 Deals 2022

Property
Planning  

Permission
Potential Use Size (acres) Price Achieved Price per acre

Current Citi HQ, No.1 North Wall Quay, 
Dublin 1

No Offices 2.0 €140.0m €70.0m

Future Citi HQ, Waterfront, City Block 9 Yes Offices 1.9 €100.0m €52.0m

1-4 East Road Off Market Yes Residential 5.2 €63.0m €12.0m

Killamonan, Business Park,  
M2 Cherryhound Interchange, Co. Dublin

No Industrial 118.4 €50.0m €0.4m

Confidential No Mixed-use 13.4 €40.0m €3.0m

Source: Savills Research

Development land in Ireland exhibited relative resilience in 2022  
with over €751 million worth of land deals transacting, marking an  
11% increase on the previous year’s total of €677 million. Although 
the annual number of deals was lower, the average value was 29% 
higher at €8.1 million compared to €6.3 million a year earlier. This is 
largely explained by the fact there were four deals completed above 
€50 million, while only one of this size was signed in the preceding 
year. The largest of these was the €140 million sale of No. 1 North 
Wall Quay, which is home to Citi’s current European headquarters. 
This gets the ball rolling on the banking giant’s relocation to 

Waterfront South Central, where it purchased a €100 million site  
at the end of the year in preparation for the development of a 
new office campus. While the Waterfront site includes planning 
permission, the North Wall site sold with land use zoning objective 
Z5 which provides for mixed-use development. The third-largest 
transaction, which also occurred in the north docklands area, was  
the €63 million off-market sale of 1-4 East Road. This includes 
planning permission for 554 apartments, as well as 43,000 sq ft 
of commercial space comprising offices, retail units, a café and  
a creche.   

Looking at deal values more widely, the number of small deals 
below €1 million fell by 28%, yet the number of mid-size transactions 
at between €1 million and €5 million rose by 6%. There were also 
contractions in the number of deals valued between €5 million and 
€10 million, as well as €10 million and €20 million. Aligned with this 
was the reduction in the average land size sold, with this falling from 
16 to 12 acres between 2021 and 2022. Looking only at sites  
sold with planning permission, the average land size dropped from 
14 to under nine acres over the same period. This provides an early 

indication that builders may be downsizing away from big apartment 
schemes towards smaller housing developments. Taking the year in 
two halves shows the majority of activity occurred in the latter half 
of the year, with transactions totalling €476 million. The respective 
figure for the first six months of the year was almost €276 million. In 
addition, more deals were carried out in the second half of the year, 
which also contained three of the five largest transactions, bringing 
the average deal value to €9 million compared to €7 million for the  
first half. 
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Figure 4: : Transactions by size

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

2017 2018 2019 2020 2021 2022

100%

<€1m €1m-5m €5m-10m €10m-20m €20m-50m €50m+

Source: Savills Research

The sale of Citi's current HQ at North Wall Quay and its purchase of the new premises at 
Waterfront South Central together accounted for 32% of the total value of all deals.

The value of transactions on a sectoral basis was relatively 
well spread, with residential making up 37% of the market. This 
was quite a turnaround on the previous year, when residential 
contributed 61% to the value of all deals. This is, however, explained 
by the sheer magnitude of the sale of Citi's current HQ at North 
Wall Quay and its purchase of the new premises at Waterfront, 
which together accounted for 32% of the total value of all deals. 
This latest trend also partly ref lects the move away from large 
apartment schemes towards smaller residential sites. Overall, there 
was weaker trade in prime city centre office development sites, but 
this was mainly due to a lack of opportunities rather than any major 
fall-off in demand.

Elsewhere, industrial made up 10% of the value of transactions 
and 7% of the volume. This represents an increase on the previous 
year, with occupiers in this market seeking modern warehouses 
with more energy efficient specifications to improve their 
carbon footprint and promote stability of their energy costs. A 
particularly notable deal was IPUT's €50 million purchase of 118 
acres at Cherryhound, which is testament to the depth in buyer 
pool for this type of asset. This was the fourth largest deal of the 
year, representing a price per acre of more than €420,000. Finally, 
mixed-use – where the site can accommodate a mix of residential, 
offices and other uses – made up 13% of the market. Residential:

37%

Citi deals:
32%

Other: 
8%Mixed-use:

13%

Industrial
and logistics: 
10%

Figure 5: Turnover by potential use

Source: Savills Research
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Site at Killamonan Business Park, 118 Acres 

19-24 St Andrew’s Street Post Office, 0.2 Acres

Another highlight of the year was the €11 million sale of 19-24 St 
Andrew’s Street Post Office, which sits on a prime city location of 
0.2 acres. Although An Post will remain in occupation on the ground 
floor and part of the basement under a 25-year lease agreement, the 
three-storey site is zoned for mixed use development which currently 
features a mix of open plan and cellular offices. Overall, mixed-use 

transactions accounted for 13% of total values last year, making it the 
third-largest sales segment. This reflects rising demand for mixed-
use sites. Indeed, assets with an underlying existing use value and 
potential for further value-add and/or development are currently 
highly sought after.   
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The centre of activity was Dublin at almost €612 million of total 
sales across 56 transactions. Although it made up 81% of the value 
of transactions, the county’s share of total volumes was lower at 
61%. While this was higher than the previous year, the rest of the 
Greater Dublin Area (i.e. Kildare, Meath and Wicklow) remained 
strong at 24% of all deals. Outside of Dublin, Wicklow experienced 
the highest level of sales at more than €50 million across ten deals. 
This included the €21.5 million sale of a 47.6-acre residential site at 

Newtownmountkennedy. There was also the €5.2 million sale of 6.4 
acres at Kindlestown House, Delgany, with feasibility for 58 houses 
and five apartments subject to planning permission. With both sites 
located within ten minutes of Greystones, these sales exhibit the 
continued popularity of the North Wicklow seaside town. Although we 
expect this trend to persist in the year ahead, it will be constrained by 
limits on building height and densities.  

Kildare, Meath and Wicklow together accounted for 24% of all deals, with 
Wicklow experiencing the highest level of sales outside of Dublin.

Convent Lane, Balbriggan, Co. Dublin, 0.69 acres 
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Planning Review and Outlook 
2022 was another busy year for the planning system, with national 
policy changes and draft legislative proposals presenting new 
challenges and opportunities for developers. Although a number of 

proposals are not yet enshrined in law, we expect them to proceed 
largely in line with their current plans and to be enacted later this 
year or in early 2024.   

Residential Zoned Land Tax

Introduced in the Finance Act 2021, the Residential 
Zoned Land Tax (RZLT) will apply an annual rate of 3% 
on the market value of land which has been zoned as 
residential or mixed-use including residential, and which is 
connected to public infrastructure and facilities, from 1st 
February 2024. The RZLT will be administered on a self-
assessment basis, with the site to be revalued every three 
years. To be exempt from the tax, commercial properties / 
zoned land must be: 

1. subject to commercial rates; 

2. authorised (i.e. has planning permission);

3. in use for a trade or profession, and

4. providing services to residents of adjacent  
residential areas. 

Revenue, which will collect the tax, says the provision 
of services to residents includes employment uses such 
as offices. This has yet to be tested but we expect further 
clarity from local authorities in due course. There are also 
other exclusions from the tax including:

• existing residential property and the gardens and yards 
enjoyed within it;  

Figure 6: An Bord Pleanála planning appeals disposed within statutory objective period
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• sites which are designated as derelict and subject to 
the Derelict Sites Levy, and

• land which is unsuitable for development due to factors 
like contamination or where historic / archaeological 
artifacts are located. 

Local authorities have identified land within the scope 
of the RZLT on a draft map which is due to be updated 
by 1st May 2023 and finalised by 1st December 2023. It 
will subsequently be revised annually from 2025. In cases 
where landowners dispute the inclusion of their land, they 
may bring an initial submission to their local authority. 
If this is refused, they can make an appeal to An Bord 
Pleanála (ABP). ABP is, however, experiencing increasing 
delays to its determinations, with RZLT appeals only likely 
to lump further pressure on the authority. Although the 
Government recognises resourcing shortages at ABP, 
it will take some time for these new resources to come 
online and help clear the existing backlog. As such, we 
would anticipate growth in appeals, and subsequent 
bottlenecks, arising from the RZLT which would fly in the 
face of the policy objective – that is, to activate more land 
for residential development. 
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Sustainable urban housing: design standards for new apartments

These guidelines confirm the Government’s decision to remove 
the planning requirement for Build-to-Rent (BTR) to be 
treated as a separate development type with specific design 
standards. The rationale given by the Minister is that there 
are a large number of BTR apartment permissions which have 
yet to commence. The changes will not prevent future BTR 
development but require standards to be equivalised with 
those for other apartment types. As the residential landscape 
undergoes further change, we understand new Section 28 
guidelines on Sustainable and Compact Settlement Guidance 
will increase flexibility in housing design standards to facilitate 
density and reduce reliance on apartments. Efforts will also be 
made to activate existing apartment permissions which have 
yet to commence.  

Under the new guidelines, the majority of units in any 
proposed scheme of 10 or more apartments must exceed 
the minimum floor area standard for any combination of 
relevant one-, two- or three-bedroom unit types by at least 
10%. Although studio apartments are included in the total, 
they are not calculable as units to exceed the requirement. An 
illustrative example of this is provided in the following table. 
Noting that studios are exempt, and the flexibility to use any 
combination of relevant unit types, it is just the one- and two-
bed units which have been used for the 10% floor area uprate. 
Of these, only the majority of the total number of apartments 
(i.e. 51) must be accounted for in the calculation. As such, the 
total floor area needs to increase by 288m² to conform to  
the requirement.   

General scheme of the Land Value Sharing and Urban Development Zones Bill

Under the proposals, landowners would be obliged to pay 
30% on the value increase on land zoned for residential, or 
mixed-use including residential, development. Landowners 
would be able to challenge both the “current use” value of 
their land and the “market price” at the point when planning 
permission was granted, potentially delaying projects. There 
are concerns as to how the uplift may be calculated and 
whether it would accurately reflect the residual value of the 

land after accounting for inflation and any improvements to the 
surrounding area. The Bill would also empower the Government 
to establish Urban Development Zones, which would limit what 
landowners could do with their sites while still being subject 
to the land value sharing measure. Given the tight margins 
developers are already struggling with, such measures may 
only exacerbate scheme viability issues.  

Table 2: Illustrative example of minimum requirement for a 100-unit mixed apartment scheme 

Unit Mix No. Apartments Cumulative Min Floor Area

20% Studio 20 20 x 37m² = 740m²

30% One-bed 30 30 x 45m² = 1,350m²

40% Two-bed 40 40 x 73m² = 2,920m²

10% Three-bed 10 10 x 90m² = 900m²

100% 100 Total under old rules = 5,910m²

One-bed +10% min area 30 30 x 4.5m² = +135m²

Two-bed +10% min area 21 21 x 7.3m² = 153m²

Additional +10% of majority 51 Additional = 135m² + 153m² = 288m²

New required minimum floor area = 6,198m²  

Allocation of +10% of Majority by Unit Type

20% Studio 20 20 x 37m² = 740m²

30% One-bed (30 at larger size) 30 30 x (45m2+4.5m²) = 1,485m²

40% Two-bed (21 at larger size) 40
19 x 73m² = 1,387m² 

21 x (73m2+7.3m²) = 1,686m²

10% Three-bed 10 10 x 90m² = 900m²

100% 100 6,198m²

Source: Department of Housing, Local Government and Heritage
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Housing for all – progress update

According to the latest update, there will be a review of national 
housing targets once official Census 2022 results are published 
later this year. These data will be fed into the Housing Need 
and Demand Assessment tool, with consideration given to 
the appropriateness of existing assumptions and targets 
underpinning Housing for All. We also understand the National 
Planning Framework (NPF) will be amended to set targets, rather 
than limits, for housing. The decision follows the publication of 
our Residential and Land Supply Study, which called for the NPF 
to focus on ensuring minimum housing targets were met rather 
than worrying that maximums were exceeded.   

Draft Planning and Development Bill 2022

Although the Bill, published in late January, aims to bring greater 
cohesion to the planning system, and ultimately accelerate 
development, aspects of it may still face opposition and it will 
entail amendments to other primary and secondary legislation 
which will slow the speed of implementation. Additionally, the 
introduction of mandatory timelines may be counterproductive 
if the planning authority is not adequately resourced to meet 
these. As such, we are cautiously optimistic about the potential 
for the legislation to streamline the planning system and 
enhance development certainty.

Looking ahead in 2023 

Looking ahead, the Government is expected to publish final 
section 28 Guidelines for Planning Authorities on Sustainable 
and Compact Settlement Guidance in the first half of the year. 
At the same time, it will publish a programme outlining the 
secondary legislation and guidance to be progressed after 
planning legislation has been consolidated as part of the 
Planning and Development Bill. It will also develop an Action 
Plan to promote careers in the construction sector, which  
is viewed as essential to ensuring the delivery of national 
housing targets. 

In the second half of 2023, new guidance will be developed on 
achieving the most appropriate tenure mix within communities. 
We also expect the establishment of a new Division of the 
High Court to deal with planning and environmental issues. 
The delivery of houses also looks set to weaken, with the latest 
figures from the Housing Supply Coordination Task Force for 
Dublin showing a 26% decline in the number of houses permitted 
but yet to commence. While there were 6,145 houses permitted 
but yet to break ground at the end of Q3 2021, this had fallen to 
4,577 by the end of Q3 2022. This is perhaps unsurprising given 
the diminishing availability of land within the Greater Dublin 
Area, making it more challenging for developers to build houses.  

Overall, there remains significant demand for good quality 
sites with full planning in place, especially for housing-led 
developments. While funding challenges will persist, we expect 
these to soften somewhat in the year ahead. Lastly, more 
certainty on prime yields and the stabilisation of construction 
costs should spark an increase in commencements as developer 
and investor confidence returns.

The delivery of houses also looks set to weaken, with the latest figures from the 
Housing Supply Coordination Task Force for Dublin showing a 26% decline in the 
number of houses permitted but yet to commence.

Figure 7: Number of houses permitted but not 
yet commenced in Dublin

Source: Housing Supply Coordination Task Force for Dublin
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