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The second quarter of 2016 has seen a
continuation of the relatively modest price
growth experienced in the capital over the
last 18 months. Rising by 1.5% in Quarter 2,
this increase represents the highest quarterly
rise in residential property prices in the capital
since the last quarter of 2014 and equates

to an annual change of just 3% in Dublin
property prices over the last 12 months.

Prices in the sub €250,000 category grew at
the fastest rate, up 2.4% for Q2 and 5.3%
for the year to the end of June 2016, no
doubt a consequence of the Central Bank's
current mortgage lending rules. Interestingly,
Southside Dublin and properties in excess of
€500,000 remain the only two categories of
property still 50% below their peak values.

In terms of the Dublin apartment market, the latest DNG price index shows the
average price of an apartment in the capital has risen by 3.6%. The central area of
the city recorded the strongest rise in the average price of an apartment at 5.5%

as demand remained robust and supply limited. So overall demand for residential
property in the capital in the last quarter and indeed the first 6 months of 2016 has
been strong. One of the reasons for the market strength is the fact that there has
been less properties marketed for sale, with 18.5% less properties listed on a leading
property portal at the start of June than the corresponding period last year and the
numbers of buyers who wish to purchase or move home is steadily increasing.

Whilst overall these figures appear to present a picture of stability for the Dublin
market it belies a market which remains under pressure and where supply is limited.
There also still remains a serious shortage of property for the private rented and
social housing sectors which, with sustained upward pressure on rents, continues to
make headline news on a daily basis, as the capital’s housing and homelessness crisis
deepens. The government's recent announcement that rent-supplement limits in most
councils will go up by more than 25% in some cases should help bridge the gap but



the fundamental problem of too few homes available to
rent still needs to be meaningfully addressed.

Landlords are the most significant suppliers of rental
accommodation in the state but they are over taxed
resulting in many leaving the sector. To counteract this, the
new Minister needs to introduce initiatives to encourage
current investors to remain in the sector and to attract
new entrants. A large amount of the current rental stock

is utilised for student accommodation, however, a number
of major apartment schemes are planned for Dublin City
Centre specifically to provide student housing with one
already under construction. These developments will, in
time, remove a material number of students from the rental
market which should help alleviate pressure on the sector.

So too the shortage of property for sale is impacting on
the Dublin market and across the country. Transaction
levels nationally are down in the order of 10% for the
first three months of 2016 with Ireland only transacting
2.1 properties per thousand population for the first
quarter of 2016 compared to a UK average of 5.4 for
the same period. However, the market outside Dublin is
outperforming the capital in terms of price growth albeit
from a very low base in many cases and this is set to
continue over the remaining half of the year.

Ground is breaking on a number of new housing schemes
across the city which is good news for the market and
economy on a number of fronts but most importantly

it will provide greater choice for buyers going forward.
Increased availability of new homes developments also
provides a way for sellers to move home by placing a
deposit on a new property giving them time to sell their
own home without having to take up bridging finance
which is not available at the present time. It also should
be noted that a significant and increasing number of new
housing schemes are being supported and funded by
NAMA which is assisting market recovery.

The Central Bank mortgage restrictions are still having

a negative impact on the market. Whilst worthy, the
mortgage rules introduced in early 2015 are overly strict
and have had the effect of limiting some buyers from
purchasing in the first half of this year which in turn has
put further pressure on the rental sector and is slowing
recovery, especially in the capital. The Central Bank
needs to make some amendments to their restrictions

in the coming months following their summer review in
order to further add balance to the situation.

All'in all, we consider that the property market will
remain reasonably healthy over the course of this year
even taking the surprise Brexit vote in to account. We
believe that the current trend in property prices will not
change significantly with a potential price increases of
3%-5% for 2016 in Dublin. We continue to predict a
strong increase in building activity in the new homes
sector, the benefits of which will really only be felt in

2017 and 2018. Property prices outside the capital

will continue to outperform Dublin again this year but
we have already noticed evidence that this has begun

to ease. There still remains market risk in terms of a
potential over supply of properties in some regional

areas should international funds decide to sell down their
holdings in certain areas and Brexit has also introduced
an element of uncertainty into the market, but overall |
believe that the property market in Ireland will remain
robust for the foreseeable future.

The initial effect of Brexit in the UK has been severe
with, among other things, the value of many public
companies including those in the property sector being
adversely effected. However, this is only a stop in time
and | have no doubt that things will get back on a more
stable footing after the initial shock subsides. Also UK
political stability has added to uncertainty but the fact
that a new Prime Minister is to be announced in the
coming days should assist in confidence. As yet, we
have not noticed any marked effect on the property
market in Ireland. UK buyers only account for a very
small number of property sales across the state, though
many Irish shares have suffered since the referendum
announcement. In Dublin, UK/sterling buyers have
tended to purchase city apartments for investment
purposes and top end houses the majority of which are
sold to families returning to reside in Dublin but the
numbers in recent times have been very small.

There is every chance that non-sterling investors may
choose to buy properties rather than shares due to their
volatility in the coming months as deposit rates are at
an all-time low, properties prices are still somewhat
depressed and rental returns can be attractive. It has
been widely reported in the Irish media that some
financial firms based in the UK may wish to have sub-
offices or completely relocate from the UK to a new EU
base with the former being the more likely scenario.
Ireland is well positioned to benefit from any such
move due to our favourable tax regime, skilled English
speaking workforce and popularity as a European base
for many international companies already. However our
population is small and our infrastructure less developed
than other European capitals which may appear more
attractive for major relocations. Notwithstanding this,
there may be positive employment opportunities in time
and a potential knock on effect of increasing demand
for housing. No doubt Brexit and the uncertainty it has
provoked will also have negative consequences too

but overall | believe the outlook for property in Ireland

remains good especially in the short term.
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FIGURE 1: QUARTERLY PERCENTAGE CHANGE IN DUBLIN RESIDENTIAL PROPERTY PRICES
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FIGURE 2: ANNUAL PERCENTAGE CHANGE IN DUBLIN RESIDENTIAL PROPERTY PRICES

252
235 242 935
e 177
15.1 144
66
23 0
[ | —



Q2 South Dublin Q2 West Dublin Q2 North Dublin

1.8% 1.5% 0.9%

Dublin’s Southside saw the
strongest growth in prices
during the second quarter,
with the average price
increasing by 1.8% over the
period.

TABLE 1. PRICE CHANGES BY LOCATION

SOUTHSIDE

NORTHSIDE

WESTSIDE



4%

1%

TABLE 2. PRICE CHANGES BY PRICE BRACKET

UP TO €250,000

€250,001 TO €350,000

€350,001TO €500,000

OVER €500,000




% CHANGE ON PREVIOUS QTR

FIGURE 3: DNG HPG & CSO RPPI
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Both sets of statistics show
a marked slowdown in the
quarterly rates of growth
since the beginning of 2015
when compared to the two
years prior.
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PRICES INCREASING AT A SOLID,
SUSTAINABLE RATE BUT MARKET
CHARACTERISED BY A SUPPLY SHORTAGE

The latest DNG HPG results
show a clear picture of
stronger growth in residential
property prices in Dublin
during the second quarter

of the year when compared

to previous quarters. Prices,
at this moment, appear to

be increasing at a solid but
sustainable rate of around 3%
per annum in a market that
continues to be characterised
by a shortage of supply
combined with somewhat
suppressed demand, not least
because of the continued
operation of the more
restrictive mortgage lending
rules introduced by the Central
Bank over twelve months ago.

It is safe to say that had these rules not been in place,
the pace of property price inflation would have been
higher than currently prevail. This is a good thing for
the market in the longer term as the risk of a bubble
developing in the market has been greatly reduced
and whilst the Central Bank will shortly open a further
consultation period on this process, it would seem
highly unlikely that any dramatic change will be made
to the system at the present time but one would hope
that some small adjustments will be implemented.
DNG recommend that the Central Bank increase the
loan to income (LTI) multiples from 3.5 to 4-4.5 and
the mortgage threshold from €220,000 to €300,000.

Based on recent figures from the Banking & Payments
Federation Ireland, it also appears that mortgage
approvals are starting to recover, following a period

of steady decline in approvals that commenced last
July. The number of mortgages approved increased by
8.7% year on year, and by 16% month on month in
May. Importantly the three month moving average for
the volume of mortgage approvals for first time buyers
has risen steadily as 2016 has progressed, to a level of
1441 in May 2016.

€383,406
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However, one of the more negative side effects that
the new lending rules have had, has been a marked
slowdown in the number of people moving out of
the private rented sector and purchasing homes,

as it has taken longer for first time buyers to save
up higher deposit amounts or qualify for the LTI
multiples.

As a result, the lack of available rental
accommodation, combined with soaring demand
for rental properties, has put serious upward
pressure on rental levels across the market, which
unfortunately has led to a sharp rise in the number
of people becoming homeless.

It is encouraging to see Government action in
order to address this in the short term, with the
announcement that rent supplement levels in
Dublin will be increased by 29% with effect from
the 1st of July. Whilst this is by no means a solution
to the housing crisis currently faced, it should at
least reduce the rate at which people are becoming
homeless due to rent unaffordability in the market
in the short term.

Longer term solutions are
currently being devised to
address the housing needs
of the country and these

will take time to deliver,
however, higher levels of rent
supplement are welcome at
this point in time.

Finally, it is evident that fresh headwinds now face
the Irish economy and the residential property
market, based on the somewhat unexpected
decision by the UK to leave the European Union

in the recent Brexit Referendum. Some analysts
believe that this will have a negative impact on the
Irish economy however the ultimate impact will be
largely determined by the nature of the withdrawal
agreement made between the UK and the EU, with
the larger the degree of access to the EU Market
agreed the smaller the impact on the Irish economy.

In addition Ireland has close economic and trade
related links to the UK and is by far the most
important export market for Irish firms, hence it is
reasonable to assume that the Irish economy will be
impacted by the UK's ultimate withdrawal from the
EU.

However, in times of adversity comes opportunity
and the fact that Ireland remains the only native
English speaking country in the EU should be

a major ‘pull factor’ for inward investment into
Ireland, and the EU. Already a variety of financial
service sector companies are openly considering
relocating services away from London into other
EU finance centres, Dublin of which is one. At this
early stage it remains to be seen what the overall
effects will be of the ‘Leave’ vote and much will
depend on the exit negotiations that will take place
in the coming years. It is fair to assume that the
residential property sector will not be immune to
the events that are now taking place.

RESIDENTIAL MARKET REVIEW 022016 DNG.IE 12
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The DNG Apartment Price
Gauge (APG) analyses the
movement of apartment
prices in Dublin. The APG
measures the change in
value of a representative
sample of apartment
dwellings across Dublin on
a quarterly basis. Within the
Dublin apartment market
the APG will analyse price
movements in different
areas (Central, North,
South and West) and by the
number of bedrooms the
property contains.

RESIDENTIAL MARKETREVIEW | 022016 DNG.IE 13



% CHANGE

% CHANGE

6%

FIGURE 1: QUARTERLY PERCENTAGE CHANGE IN DUBLIN APARTMENT PRICES
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TABLE 1. PRICE CHANGES BY AREA

CENTRAL

NORTH DUBLIN

SOUTH DUBLIN

WEST DUBLIN

TABLE 2: PRICE CHANGES BY NO. OF BEDROOMS

ONE BED APT

TWO BED APT

THREE BED APT




% CHANGE ON PREVIOUS QTR

A comparison of the
Apartment Price Gauge and
the latest available Central
Statistics Office Residential
Property Price Index for
Dublin Apartments reveals a
slightly divergent trend in the
statistics.

FIGURE 3: DNG APG & CSO RPPI - DUBLIN APARTMENT PRICE INDEX ~ ®
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THE FIRST HALF OF 2016 HAS SEEN A
MODEST INCREASE IN THE AVERAGE VALUE
OF AN APARTMENT IN THE CITY ACCORDING

TO THE DNG APG.

The rate of increase

in apartment values
strengthened marginally
in the second quarter of
the year when compared
to quarter 1.

The trend so far in 2016 is showing stronger appreciation
in apartment values when compared to the majority of
2015, when prices remained relatively unchanged.

Over the course of the previous twelve months apartments
in the central area of the city returned the best
performance, increasing by 5.5% on average. Conversely
apartment values in the west Dublin suburbs showed very
little change in value over the last year, increasing by just
1.1% on average.

RESIDENTIAL MARKET REVIEW

022016 DNG.IE 17



Apartment price increases
moving in line with average
house price rises in the capital
in Q2 2016.

Average Price of an Apt. in Dublin % Change Q2 2016

€263,978 1.6%
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Annual % Change

3.6%




1.407

60.9%

4,664

4,946

51.5%

%

%

VALUE OF TRANSACTIONS

VALUE OF RESIDENTIAL MORTGAGES ISSUED

VALUE FUNDED BY CASH OR OTHER SOURCES

% VALUE FUNDED BY CASH OR OTHER SOURCES

NO. OF TRANSACTIONS

NO. OF TRANSACTIONS FUNDED BY MORTGAGES

NO. OF TRANSACTIONS FUNDED BY CASH OR OTHER SOURCES

% NO. OF TRANSACTIONS FUNDED BY CASH OR OTHER SOURCES



QUARTERLY CHANGE IN HOUSING TRANSACTIONS

HOUSING TRANSACTIONS PER ‘000 POPULATION



QUARTERLY HOUSE TRANSACTIONS PER THOUSAND POPULATION

QUARTERLY HOUSING TRANSACTIONS PER ‘000 POPULATION

IRELAND
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THE TOTAL NUMBER OF ALL NEW AND
RE-SALE PROPERTIES SOLD IN IRELAND

THE PERCENTAGE OF NEW HOMES SOLD IN IRELAND IN
SCHEMES™ AS A PROPORTION OF ALL TOTAL SALES

THE NUMBER OF NEW HOMES SOLD
IN IRELAND IN SCHEMES™

THE NUMBER OF NEW HOMES SOLD
IN DUBLIN IN SCHEMES™

THE PERCENTAGE OF NEW HOMES SOLD IN DUBLIN IN
SCHEMES™ AS A PROPORTION OF ALL DUBLIN SALES

THE NUMBER OF NEW HOMES DEVELOPMENTS
WHERE 10 OR MORE UNITS WERE SOLD IN IRELAND

THE NUMBER OF NEW HOMES DEVELOPMENTS
WHERE 10 OR MORE UNITS WERE SOLD IN DUBLIN

THE NUMBER OF DEVELOPMENTS WHERE
50 OR MORE UNITS WERE SOLD IN IRELAND

THE PERCENTAGE OF TOTAL NEW HOMES THAT
WERE CONSTRUCTED IN SCHEMES™ IN IRELAND

THE PERCENTAGE OF TOTAL NEW HOMES THAT WERE
CONSTRUCTED AND SOLD IN BLOCK SALES IN IRELAND

KILDARE HAS THE HIGHEST % OF SCHEME™ SALES
AS A PROPORTION OF ALL SALES IN THE COUNTY

MEATH & WICKLOW HAVE THE SECOND HIGHEST %
OF SCHEME™ SALES AS A PROPORTION OF ALL SALES
IN THE COUNTY
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