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OVERVIEW

• Improvement in transactional activity in the Irish investment market in the first
six months of 2010
Approximately €105 million was invested in the investment market in Ireland in the first half of
2010. This compares with a mere €41.6 million invested in the same period in 2009 and with
€92 million invested in the whole year last year. 

• Prime commercial property values in Ireland are now stabilising
Having experienced a peak-to-trough decline of more than 57% in the last cycle, (primarily as
a result of the unforeseen liquidity crisis and the withdrawal of foreign credit to Irish banks),
commercial property values are clearly stabilising, although rents remain under pressure.

• Investor demand and sentiment improving
There has been a notable improvement in investor sentiment in the Irish market in recent
months, with strong demand from a range of domestic and overseas investors for quality
investment properties producing secure income. However, there is as yet a dearth of prime
opportunities being offered for sale.

• Prime yields stable with some sectors potentially trending stronger although
secondary yields remain under pressure
Although prime yields continue to fall in most European markets, prime yields in the Irish
market remain stable at current levels with the exception of prime high street yields, which we
have adjusted downwards by 25 basis points to 6.25% in Q2.

• Uncertainty about NAMA continuing
Irish banks have started to transfer loans over to the National Asset Management Agency
(NAMA), which was set up by the Irish Government and the business plans of the Top 10
developers are currently being reviewed.  As yet, this entity has not brought any investment
product to the market. 

• Irish investors net sellers of real estate in the UK in the first half of 2010
Having invested heavily in the UK investment market over the last number of years, Irish investors
have instead been net sellers of real estate in the UK over the last six months as they attempt to
recoup some or all of their equity and take advantage of the recovery in UK property values.
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The Irish commercial property market is slowly starting to
emerge from the biggest downturn it has ever
experienced. At more than 57% from peak-to-trough, the
decline in Irish commercial property values in the most
recent cycle was more severe than ever experienced in
any other previous cycle (primarily as it was caused by
an unforeseen liquidity crisis and the withdrawal of
foreign credit to Irish banks).  However, we have to
remember that it is a ‘cycle’ and based on what we are
now seeing on the ground in the Irish commercial
property market, it is a cycle which we are slowly starting
to emerge from.  According to the Investment Property
Databank (IPD), total returns in the Irish investment
market declined by 1% in the first half of 2010 -
considerably less than the declines experienced since
2008.  However, rental values remain under pressure.  

With signs of stabilisation clearly evident, there has been a
notable improvement in demand for Irish investment
properties over the last six months. Although the geared
investors who dominated the Irish market in recent years
are no longer active, there is strong demand from a range
of domestic and overseas investors for quality investment
properties producing secure income. We believe that Irish
institutions may re-enter the market to purchase properties
before too long on the basis that they are beginning to see
cash flows stabilising. Considering the healthy arbitrage
between current yields and the cost of funding, it is not
surprising that investors are seeking out prime real estate
investment opportunities in the Irish market.  Sourcing
prime product is proving challenging however, with a
dearth of prime assets being offered for sale. Some
investors are now focussing their attention on better quality
secondary assets, provided the yield is sensible.  We
believe that yields for both high street retail and prime office
properties in Dublin are trending stronger - a trend that is
confirmed by the most recent IPD data.  

There is huge uncertainty about what the National Asset
Management Agency (NAMA) are likely to do and it still
remains to be seen if the state entity will try to sell any
investment properties later in the year once they have
reviewed the business plans of the Top 10 borrowers
whose loans transferred over earlier in the year. 

Approximately €105 million was invested in the investment
market in Ireland in the first half of 2010. This compares
with a mere €41.6 million invested in the same period in
2009 and with €92 million invested in the whole year last
year, so while the quarterly increase in investment spending
was one of the strongest in Europe, this came from a very
low base. The sale by Irish Life of a portfolio of office
properties for approximately €52 million, reflecting an
average yield of approximately 8.3% was completed
recently while a prime Grafton Street premises, occupied
by AIB Bank, has been sold for approximately €28 million,
reflecting a yield of approximately 6.0%. Meanwhile,
negotiations are continuing on the sale of Liffey Valley
Shopping Centre in West Dublin, which is expected to
change hands for approximately €350 million over the

MM
aa

rrkk
ee

ttVV
iiee

ww
  II

rrii
ss

hh
  CC

aa
pp

iitt
aa

ll  
MM

aa
rrkk

ee
ttss

QQ
22

  22
00

11
00

Page 2
©2010, CB Richard Ellis, Inc.

EEqquuiivvaalleenntt  YYiieellddss  IIrreellaanndd  QQ22  11999955----QQ22  22001100

IIrriisshh  IInnvveessttmmeenntt  SSppeenndd  22000011  ––  22001100((HH11))

OOVVEERRAALLLL  MMAARRKKEETT  CCOOMMMMEENNTTAARRYY

2

3

4

5

6

7

8

9

Mar
-9

5

Mar
-9

6

Mar
-9

7

Mar
-9

8

Mar
-9

9

Mar
-0

0

Mar
-0

1

Mar
-0

2

Mar
-0

3

Mar
-0

4

Mar
-0

5

Mar
-0

6

Mar
-0

7

Mar
-0

8

Mar
-0

9

Mar
-1

0

%

Retail Office

10
/0

1/
20

07

8/
05

/2
00

7

07
/0

8/
20

07

05
/1

1/
20

07

04
/0

2/
20

08

28
/0

4/
20

08

05
/0

8/
20

08

10
/1

1/
20

08

16
/0

2/
20

09

11
/0

5/
20

09

24
/0

8/
20

09

16
/1

1/
20

09

22
/0

2/
20

10

17
/0

5/
20

10

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%
€ £

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010(H1)

e 
B

ill
io

n

Source: BOI/CB Richard Ellis Research

Source: CB Richard Ellis Research

55  YYeeaarr  SSwwaapp  RRaatteess  22000077--22001100((HH11))

Source: IPD

Q2 2010 Capital Markets Bulletin  26/07/2010  15:21  Page 2



Page 3
©2010, CB Richard Ellis, Inc.

IIrriisshh  IInnvveessttmmeenntt  SSppeenndd  22001100  ((HH11))

UUKK  TToottaall  RReettuurrnnss  11997766--22001100((HH11))

PPrriimmee  IIrreellaanndd  YYiieellddss  JJuunnee  22001100

MM
aa

rrkk
ee

ttVV
iiee

ww
  IIrriiss

hh
  CC

aa
pp

iittaa
ll  MM

aa
rrkk

ee
ttss

QQ
22

  22
00

11
00

Retail
41%

Office
59%

-30

-20

-10

0

10

20

30

19
76

19
77

19
78

19
79

19
80

19
81

19
82

19
83

19
84

19
85

19
86

19
87

19
88

19
89

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

(H
1)

To
ta

l R
et

ur
n 

%

coming weeks. Of the €105 million invested domestically in
H1 2010, approximately 59% comprised office properties
with 41% comprising retail properties.

UUKK  CCaappiittaall  MMaarrkkeettss

While the attraction of UK real estate remains compelling
for potential investors, returns in April, May and June were
more sedate than experienced since the UK investment
market first began to recover 12 months ago. 

A lot of investment properties have come to the market in
recent months, particularly in Central London, and as
returns stabilise, there is a definite sense that the strong
demand that has been driving the rally in the UK market
over the last 10 months is now beginning to ease
somewhat.  Prime yields in all sectors are now stable at
current levels.  Against this backdrop, Irish investors are
taking advantage of the strong pricing in the UK market
and in an effort to recover some or all of their equity have
been net sellers of UK real estate in recent months.  

A total of €8.3 billion was transacted in the UK investment
market in Q2 compared to €6.7 billion in Q1.  While
speculative lending is still very tight in the UK, there appears
to be a loosening in the availability of debt for prime stock
with good security of income. While loan-to-value rates
remain in the 60-65% range, margins have fallen somewhat
as competition emerges.  In addition, figures from the Bank
of England suggest that there has been some improvement
in lending to UK commercial property in recent months.
However, the UK economy remains fragile, rental growth
remains largely confined to the London market and it remains
to be seen what impact austerity measures to be
implemented by the recently elected coalition Government
will ultimately have for the property sector.

Source: CB Richard Ellis Research

Source: CB Richard Ellis Research

Source: CB Richard Ellis Research

Prime Yields

Retail (High Street)) 6.25%

Office 7.5%

Retail (Shopping  Centre) 8.5%

Retail Warehouse 8.5%

Industrial 9.0%
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Prime Yields

Office (West End) 4.25%

Retail (High Street) 4.85%

Shopping  Centres 5.5%

Offices (City) 5.5%

Office (Provincial) 5.75%

Industrial 6.5%
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Information herein has been obtained from sources believed reliable. While we do not doubt
its accuracy, we have not verified it and make no guarantee, warranty or representation about
it. It is your responsibility to independently confirm its accuracy and completeness. Any
projections, opinions, assumptions or estimates used are for example only and do not
represent the current or future performance of the market. 

This information is designed exclusively for use by CB Richard Ellis clients, and cannot be 
reproduced without prior written permission of CB Richard Ellis Ireland.
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CBRE Dublin
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Director, Research Department
e: marie.hunt@cbre.com
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CB Richard Ellis  
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