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1. Introduction
In October 2016 Savills published A Rent Forecasting Model for the
Private Rented Sector in Ireland. That report combined unpublished
CSO statistics on housing tenure with Daft.ie information on available
rental properties to provide long-run quarterly data on;

Given such flux a follow-up on last year’s report is now opportune.
This document provides updated information on the number of
persons, households and dwelling units in Ireland’s PRS by location.
It also reviews last year’s rent forecasts and updates and extends
our forecasts for the years ahead. Finally, in a new layer of analysis,
this report decomposes Ireland’s private rented stock into three
ownership categories;

•

T
 he number of persons, households and dwelling units in
the private rented sector (PRS)

•

T
 he average size of privately rented households

•

Investment units owned outright

•

T
 he vacancy rate in the private rented sector

•

Investment units owned with a performing mortgage

•

Investment units owned with a non-performing mortgage

This information was then leveraged to develop a mathematical model
for forecasting residential rents in Ireland.
Much water has passed under the bridge since then. The results of
Census 2016 have been published, triangulating our conclusion that
the private rented sector expanded between 2011 and 2016.1 And,
as we forecast, continued strong demand for rented accommodation
in the face of tight supply has driven further rent inflation over the last
year.
The growing scarcity and cost of rental housing has prompted a
robust policy response;
•

 th December 2015 – The Residential Tenancies (Amendment)
4
Act 2015 changed the standard rent review frequency from one
to two years.

•

 9th October 2016 – Circular PL11/2016 from the Department
1
of Housing, Planning, Community and Local Government
updated guidance on apartment design standards to facilitate
the construction of purpose built rental housing schemes.

•

 3rd December 2016 - The Planning and Development (Housing)
2
and Residential Tenancies Act 2016 introduced new measures
to regulate residential rents and tenancies. These included
the introduction of 4% rental growth limits in designated Rent
Pressure Zones (RPZs) and the extension of standard tenancies
from 4 to 6 years.

•

 7th January 2017 - Restrictions on bulk sales of residential units
1
within the same scheme were introduced.

•

 1st January 2017 – The Housing (Standards for Rented Houses)
3
Regulations 2017 updated minimum standards for rented
accommodation, covering areas such as heating facilities,
ventilation, fire safety, food preparation and storage.

1

The Alliance, Gasworks, Dublin 4 - Sold by Savills in 2012 for €40m.

Census figures show an 8% increase in the number of people renting from a private landlord between 2011 and 2016.
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2. Data and Methodology - a Quick Review

3. Number of Persons in
the Private Rented Sector

Before examining recent trends in the number of persons, households
and dwellings in Ireland’s PRS it is useful to briefly reprise the data
sources and methodology developed in last year’s report.
(a)

T
 he number of persons in the PRS is taken directly from Quarterly
National Household Survey (QNHS) data, obtained by special
request from the CSO

(b)

 he number of households in the PRS comes from the same
T
source

(c)

T
 he average number of persons per household is derived as (a/b)

(d)

 he number of occupied PRS units is simply the number of PRS
T
households (b), if we assume one unit per household

(e)

T
 he number of vacant PRS properties is derived from the number
of units available to rent on Daft.ie. Assuming that Daft.ie has
90% market coverage this figure is uplifted as follows;2 (Daft
available units / 90)*100

(f)

T
 he total number of PRS units is logically (d+e)

(g)

T
 he PRS vacancy rate is the number of vacant units expressed
as a % of the total number of units e/(f/100)

•

Figure 1 shows that, as of Q2 2017, there were 895,600
people living in the private rented sector. This represents
a 39,500 increase (+4.6%) in the last twelve months.

•

18.9% of Ireland’s population currently lives in private
rented accommodation. This is the highest percentage
since quarterly records began.

•

The percentage of people renting privately remains higher
in Dublin than elsewhere – 24.3% compared with 16.8%
outside Dublin.

•

However, whereas the sector has continued to expand
outside Dublin (+7.8% y/y), the number of private renters
in Dublin has edged down from 328,700 to 326,700 in
the last 12 months (-0.6% y/y).

FIGURE 1

Persons in the Private Rented Sector
1000
900
800
700

(000)

600
500
400
300
200

Source: Savills Research

Dublin Persons

Q2 2017

Q4 2016

Q2 2016

Q4 2015

Q2 2015

Q4 2014

Q2 2014

Q4 2013

Q2 2013

Q4 2012

Q2 2012

Q4 2011

Q2 2011

Q4 2010

Q2 2010

Q4 2009

Q2 2009

Q4 2008

Q2 2008

04 2007

0

Q2 2007

100

Ex. Dublin Persons

In today’s tight market rental units are likely to be recycled very quickly between occupiers. This means that some properties which are being
advertised may actually be occupied, either because they are being marketed in advance of the incumbent vacating, or because they have been
occupied very quickly after being vacated. At the margin this could contribute an upward bias to our estimated number of vacant units.
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4. Average Household Size In The Private Rented Sector
•

A
 s shown in Figure 2 the size of the average privately rented
household was on a downward trajectory between Q1 2007 and
Q1 2013. It then flatlined until Q4 2015.

•

H
 owever the average household size has been on a markedly
upward trend since the start of 2016, with the four-quarter
moving average increasing steadily from 2.7 to 2.8 persons.

•

A reasonable interpretation is that renters have begun to form
larger households because (a) there is an absolute scarcity of
available properties - see discussion on vacancy rates below
and (b) the costs of renting have increased – itself the indirect
consequence of a very low vacancy rate.

FIGURE 2
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Clancy Quay, Dublin 8 – Sold by Savills in 2013 for €82m.

savills.ie/research

05

Private Rental Sector Report

December 2017

5. Number of Households in the Private Rented Sector
•

T
 he increased number of people renting privately has
partially been accommodated by bigger households

•

The proportion of privately renting households is higher
in Dublin (24.1%) than Ex. Dublin (16.3%)

•

B
 ut the remainder have been accommodated through
the formation of additional privately rented households

•

•

T
 he total number of PRS households in Ireland has risen
by 10,000 (3.2%) in the last 12 months and now stands
at 322,200 (see Figure 3)

However, all of the growth in privately rented households
over the last 12 months has occurred outside Dublin
(+6.3% y/y). In contrast the number of PRS households
in Dublin has edged lower by 1.7%

•

P
 rivate renting now accounts for 18.6% of all households
– the highest proportion since quarterly records began
(see Figure 4)

FIGURE 3
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FIGURE 4

Proportion of Irish Households Renting Privately
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6. Number of Properties in the Private Rented Sector
As set out above, the number of private rental properties is estimated by summing the number of PRS households and the number of available
PRS units advertised on Daft.ie (adjusted for market coverage). On this basis our analysis shows that;
•

N
 ationally, the number of units in the PRS rose by 9,636 between Q2 2016 and Q2 2017 (+3%)

•

T
 he total number of PRS properties now stands at 326,461

•

T
 he number of PRS units outside Dublin has risen by 6.1% and stands at just over 205,000

•

In Dublin the number of PRS properties has contracted slightly (-2,177)
FIGURE 5
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7. Vacancy Rates In the Private Rented Sector
•

The vacancy rate is simply the number of vacant PRS properties expressed as a percentage of the total

•

The vacancy rate in Dublin’s rented market has been below 2% for almost four years

•

Elsewhere the vacancy rate has been sub-2% for the last two years

•

 acancy rates have tightened further in the last 12 months as the number of PRS households has risen more quickly than the
V
number of PRS properties

•

Nationally, the PRS vacancy rate fell to 1.31% in Q2 2017 from 1.46% a year earlier

•

The vacancy rate in Dublin has also fallen - but less sharply. It now stands at 1.41%

•

Theory suggests that low vacancy rates drive up rents by creating competition between tenants

•

 ore specifically, if the vacancy rate lies below the Natural Vacancy Rate (NVR) the market is undersupplied and rents will be
M
rising

•

 he NVR can be mathematically calculated and currently stands at 5.55%.3 As the actual vacancy rate is below this figure
T
residential rents have continued to rise.

For further discussion on the NVR and the methodology for calculating it please see Savills (2016) A Rent Forecasting Model for the Private Rented
Sector in Ireland and references therein.

3 
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FIGURE 6

Vacancy Rates in the Private Rented Sector
11
10
9

8
7
%

6
5
4
3
2

Source: Savills Research

Dublin VR%

Q2 2017

Q4 2016

Q2 2016

Q4 2015

Q2 2015

Q4 2014

Q2 2014

Q4 2013

Q2 2013

Q4 2012

Q2 2012

Q4 2011

Q2 2011

Q4 2010

Q2 2010

Q4 2009

Q2 2009

Q4 2008

Q2 2008

04 2007

0

Q2 2007

1

Ex. Dublin VR%

Mount Argus, Harold's Cross, Dublin 6w - part of the Dublin Living portolfio being sold by Savills.
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8. Ownership of Units in the Private Rented Sector
As derived above, Ireland’s PRS stock currently stands at 326,461 dwellings. Incorporating Central Bank data into our analysis allows us to
estimate how this stock breaks down into properties owned outright by investors, properties owned by investors with performing mortgages
and properties owned by investors with non-performing mortgages. The data sources and methodology for this approach are briefly set out
below;
(a)

T
 he total number of PRS units is calculated as described above

(b)

T
 he total number of Buy-to-Let (BTL) mortgages is available on a quarterly basis from the Central Bank of Ireland (back to Q2 2012)

(c)

T
 he number of (BTL) mortgages in arrears is available from the same source

(d)

T
 he number of PRS units owned outright by investors is (a-b)

(e)

T
 he number of performing BTL mortgages is (b-c)4

FIGURE 7
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•

A
 n estimated 199,466 PRS units are currently owned outright by investors

•

T
 his figure represents 61.1% of Ireland’s estimated PRS stock

•

T
 here has been a 19.4% increase in the number of wholly owned PRS units between Q2 2012 and Q2 2017

•

5
 4% of this increase (17,635 units) occurred in the last 12 months

•

T
 he remainder of approximately 126,995 PRS properties are held by debt financed investors

•

T
 his number has declined by 23,192 since Q2 2012 and 34% of the decline (-8,000 units) has occurred in the last year

•

F
 our-fifths of the debt financed PRS properties are currently owned by investors who are servicing their loans, while
25,220 units are owned by investors whose mortgages are in arrears

•

T
 here has been a particularly sharp decline in the number of PRS properties that are financed by non-performing
mortgages. This number has fallen by 27.4% since Q2 2012 compared with a 12% decline in PRS properties that are
financed by performing mortgages (see Figure 8).
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FIGURE 8

Percentage Change in PRS Units by Ownership (Q2 2012-Q2 2017)
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9. Review of Last Year’s Rental Forecasts
Last year’s report developed an econometric model for forecasting
the Residential Tenancies Board (RTB) rents index. This was used
to generate 10 quarter ahead growth forecasts for the period Q3
2016-Q4 2018 inclusive. As a year has elapsed, actual rental growth
outcomes are now available to compare with our first four quarterly
forecasts.
Focusing initially on Ex. Dublin, Figure 9 compares last year’s rental
growth forecasts (dots) with the outcomes that have emerged for the
Q3 2016 – Q2 2017 period (dotted line). The toughest test for any
forecasting model is to predict turning points in a cycle. With hindsight
it is clear that Ex. Dublin rental growth was at an apex of 10.6% per
annum when our forecasts were undertaken in Q2 2016. From that
starting point our model correctly forecast a gradual moderation in
rental growth from Q3 2016 onwards. The forecast errors are not

systematically biased to either side – the Q3 2016 prediction slightly
undershot the actual outcome whereas the remaining errors were to
the upside. On average, however, our forecasts were slightly too high;
actual inflation across the four quarters averaged 8.0% whereas our
forecasts averaged 9.1% (nominal). Although this represents a very
good forecasting performance, and the outcomes landed well within
the forecast’s 95% confidence interval,5 it is still worth considering
why the model slightly over-predicted rental growth outcomes. A
likely contributor is the December 2015 legislation which changed
rent reviews from a one-year to a two-year frequency. Prior to this
rents that were set in H2 2015 would have been scheduled for an
uplift in H2 2016. However the introduction of two year reviews
means those rents have remained frozen until H2 2017 and any
uplifts will only be visible in forthcoming quarterly data.

A limitation of this approach is that some institutional buyers of residential blocks have put debt against these assets. Such facilities are considered
corporate loans and are not included in the BTL mortgage data. As a result some units held by institutions with an element of debt-funding could
be misclassified as being owned outright. However, we estimate that this would only apply to a maximum of 7,200 properties, equivalent to 2.2%
of Ireland’s total PRS stock at most.

4 

Based on the original forecasts there was a 95% probability of average annual rental growth for the Q32016 – Q2 2017 period being between 5.65%
and 12.53% (nominal).

5 
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FIGURE 9

Comparison of Nominal Rental Growth Forecasts and Actual Outcomes
Q3 2016 - Q2 2017 Inclusive – Ex. Dublin
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Rental growth in Dublin averaged 7.3% per annum in the Q3 2016 –
Q2 2017 period. This outcome compares with our forecast of 8.7%
(nominal) and is also well within the 95% confidence interval of our
forecast. However, although the Q3 and Q4 2016 forecasts proved
quite accurate, a larger gap between forecast and actual outcomes
began to emerge from early 2017. Aside from the random errors
associated with any forecasting exercise, several factors could have
fed into this. Firstly our forecasts were predicated on a technical
assumption that vacancy rates would tighten by 0.1 percentage
points per quarter. In the event this proved too aggressive – Dublin’s
vacancy rate only edged down by 0.01 pp per quarter on average.
With actual vacancy rates remaining higher than anticipated, rental
growth was inevitably somewhat slower than forecast. Secondly, the

RTB has made minor revisions to the historical rental growth data used
to generate our model. If we were to re-run the October 2016 analysis
using this updated information we would get a slightly different model
and, in principle, more accurate forecasts.
However the most obvious explanation relates to legislative changes.
As with other parts of the country, rent reviews in Dublin were changed
from an annual to a two-year cycle in late 2015. This means that rents
set in H2 2015 experienced no uplift in the period up to Q2 2017.
Compounding this, additional legislation designated the entire of
Dublin as an RPZ from 24th December 2016. This has led to most rent
reviews in the first half of 2017 being limited to a 4% uplift.6

FIGURE 10
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Sandford Lodge, Ranelagh, Dublin 6 – Sold by Savills in 2012 for €26m
New stock is exempt from the 4% cap and owners of such properties can set the initial rents to market level. Other exemptions include properties
that have not been let in the last two years and properties that have undergone a substantial change in the nature of the accommodation provided.
See S.34 (5) of The Planning and Development (Housing) and Residential Tenancies Act 2016. Guidance on what level of works would meet the
definition of a substantial change was published by the RTB on 23rd November 2017.
savills.ie/research 013
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10. Rental Forecasts Q3 2017 – Q4 2019 Inclusive
10.1. Ex. Dublin
Given the success of last year’s forecasting exercise the Ex. Dublin
model has been re-run to produce updated 10 quarter ahead rent
predictions – this time extending from Q3 2017 – Q4 2019. These
forecasts are predicated on the assumption that the vacancy rate
outside Dublin will remain flat through H2 2017, before edging up by
0.1 of a percentage point per quarter through 2018 and 2019. This
would see vacancy rise from 1.24% of stock at present to 2.04% by
December 2019. While primarily a technical assumption this scenario
aligns with our view that the chronic shortage of rental housing across
Ireland will persist for the medium term, notwithstanding a lagging
supply response which will slowly begin to relieve the situation.

The resulting forecasts are illustrated in Figure 11. Predictably,
given that vacancy is not expected to approach its ‘natural’ level of
5.6% by end-2019, the outlook is for further rent inflation. However,
given our assumption of a narrowing gap between the actual and
natural vacancy rates, the pace of real rental growth is predicted to
moderate from 8.5% to 6.0% per annum by December 2019. Annual
rent inflation over this period is forecast to average 7.2%. And, on a
compound basis, rents outside Dublin are expected to rise by 18.6%
in real terms over the entire 10 quarter forecast period.

FIGURE 11

Forecast Real Rental Growth (Ex. Dublin) Q3 2016 – Q4 2019 Inclusive
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While the dotted line in Figure 11 illustrates our best forecast there
is a margin of error around any forecast. The lines either side of the
central forecast illustrate the 95% confidence limits. In an unchanged
world, conditional on our vacancy assumptions being correct, there
would be a 2.5% chance of the actual outcome undershooting the
lower line (10.4% compound real rental growth between Q3 2016 –
Q4 2019) and a 2.5% chance of it exceeding the upper line (+26.8%
compound).
However recent legislative changes introduce additional downside
risk to our forecast. By reducing landlords’ opportunities to increase
rents, two-year rent reviews may slow the rate of rental growth.
Potentially offsetting this, however, bigger increases may be achieved

7

For further deatils please see appendix A.
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at these two-year intervals given that most areas outside Dublin are
not (yet) designated as RPZs.
Perhaps a greater threat to our forecasts is that additional areas
outside Dublin could be brought into the RPZ net. An area can be
designated as an RPZ if annual rental growth is 7% or more in four of
the last six quarters and it is notable that our forecast is for average
rental growth of more than 7% per annum between now and end 2019. 37 of the 89 electoral areas that are not currently designated
as RPZs already meet this criterion. However, for an RPZ designation
to be made, mean rents in an area must also exceed the national
average. Rent levels are currently within 90% of the national average
in only four of these 37 areas.7
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10.2 Dublin
The forecasting exercise in Dublin has been somewhat overtaken by
legislative changes which make rental outcomes difficult to model
– at least until a time-series of post hoc data accumulates. As is
the case elsewhere, rents which were reset in late 2015 will remain
frozen until late 2017. This could drag on the forthcoming Q3 and Q4
growth outcomes. Moreover, because the entire of Dublin has been
designated as an RPZ, the rental increases that will be applied to the
majority of existing properties over the next two years will be limited
to 4% per annum.

Offsetting this, however, a two-tier market is likely to develop with
higher rents being achieved on refurbished and newly developed
stock where this is justified by building quality and the provision of
value-add tenant amenities.
Ultimately the growth in average Dublin rents will reflect the balance
of these two competing forces, with the overall outcome likely to be a
continuation of rental growth in the region of 5-6% per annum.

11. Conclusions
Several conclusions emerge from this analysis;

Ireland’s PRS Continues to Expand
• A
 ll of the empirical data – from the Census and the (more timely) QNHS - show that Ireland’s private rented sector is expanding.
• 8
 95,600 people currently live in private rented accommodation. This represents a 39,500 increase in the last 12 months (+4.6%).
• A
 s a result 18.9% of Ireland’s population is housed within the PRS. This is the highest proportion of private renters since quarterly
records began. In Dublin 24.3% of people rent privately.
• T
 he number of households in the PRS has risen by 3.2% in the last year, and the number of private rental properties has risen
by 3%.

Vacancy In the Sector is Razor Thin
• T
 he number of PRS households has risen more quickly than the number of PRS properties. This has driven vacancy rates lower
over the last 12 months.
• T
 he estimated vacancy rate now stands at just 1.31% across Ireland.

savills.ie/research
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Scarce Supply and High Rents Are Forcing Renters Into Bigger Households
• Some, but not all, of the increase in people renting has been accommodated by the formation of additional rented households.
• The remainder has been accommodated by increasing household sizes.
• The average PRS household has been growing noticeably since early 2016 and is now at its largest since quarterly records began.
• The likelihood is that this is being driven by a scarcity of accommodation and high rental costs.

Cost of Renting In Dublin May be Diverting Demand Out of Town
• While the number of people in private rented accommodation is growing, all of the expansion has occurred outside Dublin.
• J
 ust as high house prices once drove owner-occupier demand into the commuter belt, high rents may now be doing the same
to rental demand.

Cash Investors Crowding-Out Mortgage Financed BTL Landlords
• There have been considerable investment flows both into and out of the Irish PRS in the last 5 years.
• But an overall expansion of 9,248 in the PRS stock confirms that the inflow has exceeded the outflow.
• There is a critical difference in the funding profile of investors entering and exiting the market.
• A
 s we predicted last year, there has been an influx of cash investors who are attracted by capital appreciation, low void risk,
strong rents and the spread between residential yields and the returns that are available on bonds and deposits (see Figure 12).
This has resulted in a 9.7% (17,635 units) increase in the number of PRS properties that are owned outright over the last 12
months.
• In contrast there has been a sharp decline in the number of debt-financed BTL investors. The total stock of residential investment
properties owned with a mortgage has fallen by 23,192 units in the last five years. This contraction has accelerated with an 8,000
drop in the last 12 months.
• T
 he decline in debt-funded investment reflects the increased costs of owning and running an investment property.8 These have
forced some heavily geared landlords to divest and have prevented others from entering the market.9
• T
 he decline in debt-financed investment units has been especially pronounced in respect of properties owned by investors with
mortgage arrears. The number of ‘distressed’ units has contracted by 27.4% in the last five years. This may partly be because
restructuring arrangements have allowed non-performing loans to be rehabilitated.10 But with house prices increasing and with
fewer restrictions on repossessing investment properties, it also reflects the fact that some landlords with arrears are being
forced out of the market.

A list of legislative changes which have increased costs for landlords in recent years can be found in last year’s report – see footnote 12.
In Appendix B we use a worked example to demonstrate how income returns on a typical investment property can be driven into negative territory by
debt servicing costs - even at quite modest loan-to-value ratios.
10
23,623 out of the outstanding 126,995 BTL mortgages in Q2 2017 (18.6%) are classified as ‘restructured’.
8

9 
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FIGURE 12

Average Residential Yield Compared With Bond and Deposit Rates Q3 2017
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Heuston South Quarter, Dublin 8 – Sold by Savills in 2014 for €129m.
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12. Discussion
The ongoing expansion of Ireland’s private
rented sector should come as no surprise.
On the demand side property prices
continue to advance faster than earnings.
This is creating an affordability challenge
to home-ownership which is driving people
into the rented sector.11 When Help-ToBuy (HTB) was introduced in January 2017
some commentators believed it would
facilitate home purchase, potentially causing
a swing away from renting and back to
owner-occupation. But HTB was always
likely to fuel house price growth in a tight
market, and observation of current trends
suggests that any assistance buyers have
received from HTB is quickly being inflated
away. Consequently the demand for rented
accommodation remains robust.

It has become popular to juxtapose small
investors with the corporate players that
have purchased multifamily residential blocks
and, more recently, large scale build-torent developments in Ireland. But the same
rationale motivates both investor types, and
data from the RTB confirm that small-scale
investors continue to dominate Ireland’s
PRS. Perhaps a more insightful distinction
is between cash and leveraged investors.
This analysis shows that there has been a net
outflow of indebted investors from Ireland’s
PRS. Given the increased costs of running
a rental property it has become harder for
investors with a heavy finance burden to clear
a profit – although this is particularly true of
debt-funded investors who do not have the
scale to achieve operational efficiencies.

On the supply side of the rented market the
situation is very clear. The era of ultra-low
interest rates may be coming to an end but
monetary policy remains accommodative.
This has led to a global chase for income.
And, with a significant spread between
Irish residential yields and the returns that
are available on bonds and deposits, it was
inevitable that capital would flow into Irish
residential property. When rent controls were
introduced last December one concern was
that investment would be driven out of the
sector, leading to a loss of rental supply. So
far this has not been the case – by mid-2017
Ireland had 20,000 more rental units than in
December 2016. Given that yields were at
an attractive starting point when rent controls
were introduced, in view of continuing
rental growth which supports these yields,
and given ongoing house price inflation,
the numbers still clearly stack up for many
investors.

Interestingly, there has only been a small
decline in the number of geared investors with
performing mortgages. This may be because
some leveraged landlords are carrying
quite modest debt and their properties are
therefore delivering positive cash returns.
Others may be subsidising loss-making
properties in the hope that improving rents
and capital values will eventually restore
them to profit.12 But not everyone can do
this, and the sharp decline in landlords with
non-performing mortgages suggests that
creditors are increasingly forcing distressed
investors out.13 We believe that this trend will
continue and, indeed, strengthen as collateral
values harden further and loan-book buyers
press ahead to monetise their assets.

11

12

13
14

In contrast, there continues to be a strong
inflow of investment into the sector by cash
buyers – including small-scale individuals. As
outlined above this is motivated by attractive
yields and capital growth.

From a policy perspective this report raises
some interesting questions. For instance,
should tax payers’ money be used to provide
State supports for small highly-geared
landlords?14 If their failure was causing a net
reduction in the supply of rental property such
a policy might be justified. But our analysis
suggests that for every geared investor
that leaves the market a greater number of
cash-financed investors come in. Arguably
this recycling of assets into the hands of
landlords with a viable business model is a
positive and should be encouraged rather
than obstructed by policy.
Indirectly this report casts doubt on the
view that macro prudential measures can be
effective in controlling house price inflation.
While such measures may dampen the
bidding by traditional mortgage financed
home buyers, these are now a minority;
there were 30,421 cash purchases in Ireland
between Q3 2016 and Q2 2017 – 53% of
total transactions. A 17,635 increase in
the number of wholly owned investment
properties over the same period suggests
that investors accounted for a substantial
share of these cash buys. Clearly such
cash investors are not directly affected by
mortgage restrictions. And they will keep
investing in Irish residential property and
driving up prices as long as income yields
remain attractive and values are rising. In
this context policy makers need to look
elsewhere – to the supply side of the market –
to address the issue of rapidly rising property
prices.

 he proportion of households renting privately has risen from 14.3% in Q1 2007 to 18.6% today, while the proportion of households in homeT
ownership has fallen from 74.5% to 69.0%.
Revenue records show that 9.9% of landlords declaring a rental income in 2014 were loss-making. A further 37% had taxable profits of €1-€5,000.
For more details see the Tax Strategy Group’s Report of the Working Group on the Tax and Fiscal Treatment of Rental Accommodation Providers
(September 2017).
Notably BTL mortgages are generally not protected by the Code of Conduct on Mortgage Arrears (CCMA).
 or example through accelerated restoration of full mortgage interest relief, capital costs deductibility, LPT deductibility, CGT reliefs, special
F
concessions for ‘accidental landlords’ etc. as put forward for consideration by The Working Group on the Tax and Fiscal Treatment of Rental
Accommodation Providers (September 2017).
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APPENDIX A

Potential for Further Areas to Be Designated as RPZs
Number

%

(a) Local Electoral Areas (LEAs)

137

(b) LEAs Designated as Rental Pressure Zones*

48

35.0

(c) Not currently designated as an RPZ (a-b)

89

65.0

(d) Subset of (c) where rent inflation ≥7% in 4/6 quarters

37

41.6

(e) Subset of (c) where standardised rent ≥90% national average

7

7.9

(f) Subset of (c) where both (d) and (e) apply

4

4.5

* The LEAs within Cork City (6), Fingal (5), Dun Laoghaire Rathdown (6), South Dublin (6) and Dublin City (9) were consolidated into 5 RPZs defined
at the Local Authority Area level. Consequently we currently have 21 RPZs covering 48 LEAs.
APPENDIX B

Worked Example of Breakeven LTV for Leveraged Small Investor
Notes
(a)

Purchase Price (€)

450,000

Inclusive of Stamp Duty, Legal Fees, Survey etc.

(b)

Gross Rent (€pa)

25,800

Assume €2,150 pm

(c)

Gross Yield (%)

5.73

(b/a)

(d)

Less Running Costs (€)

5,000

Includes Insurance, service charges, letting expeness, accounting
fees, RTB registration, voids, wear & tear

(e)

Net Income Before Mortgage
Repayments and Taxes (€)

(f)

Net Yield (%)

4.62

(e/a)

(g)

Gross to Net Income Ratio (%)

80.62

(e/b)

(h)

LTV (%)

39.57%

(i)

Mortgage Interest Rate (%)

4.50%

(j)

Monthly Mortgage Repayment / €1000

(k)

Annual Mortgage Repayment (€)

(l)

Net Income After Mortgage
Repayments and Before Taxes (€)

(m)

Annual Mortgage Interest Costs (€)

8,013

((a*h)*i)

(n)

Tax Deductible Mortgage Interest (€)

6,811

(m*0.85) - 85% of mortgage interest payments will be deductible
from 1st Jan 2018

(o)

Combined Tax Rate on Net Rent (%)

52.00%

(p)

Tax Payable (€)

(q)

Net Income After Mortgage
Repayments and Tax (€)

20,800

(b-d)

KBC or Ulster Bank 20 yr variable BTL rate as of 21st November
2017

6.33

Based on rates above

13,526
7,274

(e-k)

40% PAYE + 8% USC + 4% PRSI
7,274
0

((e-n)*o)
Zero surplus indicates breakeven LTV has been reached. Higher
LTV will result in negative cash return

Please note that this example is presented for illustrative purposes only using generic figures. It should not be interpreted as investment advice.
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