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FLOOR AREA (SQ FT) PASSING RENT PA MARKET RENT PA WAULT

3.5m €86.74m €93.29m 4yrs 7 mo. 
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 FUND CHARACTERISTICS & PERFORMANCE
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MARKET COMMENTARY

Irish property continues to be attractively priced on a relative basis, underpinned by a strong income 
yield. The prime office yield, for example, has remained stable at 4.0% since 2019, which compares 
favourably against other European cities, where yields have continued to compress. The all-property 
equivalent yield spread over 10-year German Bund, UK gilts, and US Treasury yields is also at a 
significant premium to the long-term average, reflecting an attractive return in the context of the source 
of capital underpinning the Irish property market.

In this vein, and despite the movement restrictions still in force in 
Ireland, €1.5bn of investment sales were completed in the second 
quarter, compared to a total trade of €1.2bn during the first quarter. 
Approx. 80% of this capital was from overseas investors, which 
demonstrates the attractive value of the Irish market. Second-quarter 
trades showed no discernible difference in theme to those of the 
previous two years, and office and residential sectors continued to 
dominate. Four of the largest five transactions were in the private 
rented sector (PRS), although one of these transactions comprised 
three schemes. In respect of offices, high-specification stock that 
is well let to quality tenants is in demand. An example of this was 
Irish Life’s disposal of Riverside IV to Deka, a German investor, for 
€164m, reflecting a cash yield of 4.08%. Interest for secondary 
offices continues to lag and is clearly affected by negative sentiment 
emanating from fears of declining rental value and possible 
specification concerns from ESG-focused investors. Another 
significant office deal was Corum’s acquisition of One Navigation 
Square, Cork, which sold for approximately €60m, reflecting an initial 
yield of 5.5%. Two of that property’s seven floors are vacant.

Offices
Following the least active quarter in living memory, when 
approximately 40,000 sq ft was leased in Dublin, Q2 represented an 
improvement with several significant leases signed and more space 
reserved. Irish Life secured European Refreshments Ltd (Coca Cola) 

as a new tenant of 15,000 sq ft in City Quay, while 2K Games leased 
25,000 sq ft in Park Place, and Philip Lee solicitors signed to 19,000 
sq ft in Connaught House, Ballsbridge. The State has been an active 
participant in the office market of late and secured an additional 
11,500 sq ft on behalf of the HSE in Kilmainham Square during Q2. 
The total take-up during the three months is reported at 200,000 
sq ft across 33 deals. Continuing the positive momentum, over 
900,000 sq ft reserved going into Q3, with a notable increase in 
demand from the financial services sector.

The impact of the pandemic on aggregate demand, particularly 
short-term demand, has resulted in a softening of rental values. 
CBRE has reported that the second-quarter 2021 vacancy rate for 
the city is 8.6% (down from 9.4% in quarter one) and suggested 
that rental values have fallen from their pre-pandemic peak. The 
prevalence of remote working and uncertainty caused by the 
pandemic have contributed to enhanced rent-free and fit-out 
packages being granted to tenants taking leases at present. Typical 
rent-free periods pre-pandemic generally equated to 10% of the 
term, i.e. 12 months for a 10-year lease.

Headline rents currently range €50–€60psf, having previously peaked 
above €60psf. Given the ongoing flux in the market on the back of 
new working arrangements, we anticipate rental values to be closer 
aligned to the specification of buildings, rather than location being the 
primary driver of value. We also expect this to be the main driver of 
inducements offered in the form of rent-free packages.

Ireland All Property Equivalent Yield vs.10-year Bond Yields

Source: MSCI and Bloomberg, as at 31 March 2021
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MARKET COMMENTARY (CONTINUED)

Industrial and logistics
Ireland’s relatively small industrial / logistics sector continued to 
experience both rental value growth and yield compression in the 
second quarter, with prime rental values now above €10psf and 
yields trending to 4.25%. A reported €325m of industrial property 
transacted during the second quarter, including one forward-
funded deal worth €50m. To quarter one, JLL has reported a 
12-month rental value growth of 2.6% across Europe, with Dublin 
seeing a 7.7% increase. Evidence on the ground during quarter 
two will reflect further growth on top of this. Take-up in the second 
quarter of approximately 650,000 sq ft, which is close to the first-
quarter number, included Irish Life’s deal with JD Sports for 93,000 
sq ft in Rosemount Business Park, Ballycoolin. The largest letting 
was of 165,000 sq ft in Horizon Logistics Park, Swords.

Retail
The extended lockdown during quarter one, and continued 
health restrictions in quarter two has further delayed the recovery 
of the retail sector as it seeks to generate revenue lost in 2020 
and readjust to a growing online retail environment. Despite the 
negative context, several retailers are seeking new space in the 
city and in retail centres. Travel restrictions have hampered the 
progress of some deals, but the first new letting in the city since 
the pandemic was finalised in quarter two, to Chemist Warehouse 
in Henry Street. Terms were also agreed to lease a number of 
other stores in the Grafton Street submarket during the quarter, 
which are expected to conclude in quarter three. 

There is still uncertainty around rental values, with valuers 
assuming a market reduction of approximately 25% from pre-
pandemic levels in prime areas.

Footfall in the city centre rebounded during Q2 following a 
relaxing of restrictions but is still behind pre-pandemic levels and 
will continue to lag in the absence of office-based workers and 
tourists.

On the investment side, approx. €18m of retail deals concluded 
in the second quarter. Most significantly, Marathon disposed of 
Lakepoint Retail Park, Mullingar during the quarter for a reported 
price of €6.8m, which will provide the purchaser with an income 
return in excess of 9.0%. A number of retail schemes were put on 
the market during the quarter one and due diligence had been 
ongoing throughout quarter two, albeit subject to travel restrictions. 
Cushman & Wakefield and Savills are offering The Parks Collection 
of three retail parks for sale at a guide price of €78m, reflecting 
an income yield of 8.2%, while JLL is marketing Citywest and 
Bridgewater Shopping Centres at a combined guide price of €50m.

  
Riverside IV, Sir John Rogerson’s Quay.  
Sold by Irish Life in Q2 2021 for €164m

  
35 Rosemount Business Park, leased by 
Irish Life to JD Sports during Q2

Grafton Street footfall

Source: Dublin Town
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FUND ACTIVITY

Ongoing leasing
A new, 10-year lease was signed with European Refreshments (Coca Cola) for one floor (14,722 sq ft) of 24-26 City Quay, a recently 
refurbished, riverside office. Following a rent-free period, the annual rent will equate to €895,959 per annum, reflecting €59.50 per sq ft 
on the office space and €4,000 per car parking space. ILIM continues to market the recently extended penthouse floor of this property.

Office rent reviews
Following conclusion of an arbitration process, an outstanding 
2020 rent review in 2 Grand Canal Square, Dublin 2 delivered 
an increase of 63% / €1.57m per annum. This review was of 
the main lease in the building, which is a prime office property 
located in the south docks.

2 GRAND CANAL SQUARE

Ongoing development
A 2.5-acre site at Vantage Business Park, Dublin 11 has 
been acquired by the Fund, where a logistics facility to 
extend to 46,000 sq ft is currently being constructed. The 
new property will be delivered to best in class specification, 
including LEED Silver Certification, NZEB Compliant, low 
energy use lighting, enhanced insulation, air to water heat 
pump system, EV charging stations, and ample bicycle 
storage facilities. The building is due to be completed 
during 2022.

CGI OF THE PROPOSED UNIT 1, VANTAGE BUSINESS PARK



ENVIRONMENT, SOCIAL & CORPORATE GOVERNANCE
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ILIM Property is defining a Net Zero Pathway which will provide a 
framework for the reduction of greenhouse gas emissions, energy 
use, energy intensity targets, renewable energy use, and the use 
of circular economy principles in new developments. The Net 
Zero Pathway is ongoing.

Across the real estate Funds, ILIM reviews key environmental 
impacts on a quarterly basis, including:

  Energy Consumption: reducing like for like energy use 
where ILIM is directly responsible by 15% by December 2024 
(based on a 2019 baseline);

  Renewable Energy: procuring 100% of electricity from 
renewable sources, where economically or operationally 
feasible;

  Greenhouse Gas Emissions: reduce like for like Scope 1 
and 2 emissions by 25% by December 2024 (based on a 2019 
baseline); and define and measure Scope 3 emissions in line 
with best practice by December 2024;

  Water use: reduce like for like water usage by 10% by 
December 2023 (based on a 2019 baseline); and

   Production of Waste: divert 100% of waste from landfill.

As a responsible investor, ILIM adopts an active ownership 
approach across its real estate assets, which aims to maximise the 
medium to long-term value for its clients. ILIM uses its ownership 
to constructively engage with property managers, encouraging 
better standards and management processes covering financially 
material ESG risks.

At asset level, ILIM has developed an Environmental Management 
System (EMS) to manage sustainability impacts, risk, and 
opportunities across its real estate portfolios. The EMS also aims 
to improve resilience and performance in ILIM’s portfolios and 
assets. The EMS was established to deliver commitments set 
out in the ILIM ESG policy and covers all aspects of the direct 
real estate investment management life cycle for all real estate 
operations.

ILIM Property has achieved a 4 Star GRESB score on Pension Fund 
in 2020.

The fund data for the 2021 assessment has been submitted.

The Fund has been classified as an ‘Article 8 Fund’ under the 
Sustainable Finance Disclosure Regulation (SFDR).

CADENZA, EARLSFORT TERRACE – UNDER CONSTRUCTION.  
TARGETING BER A3 RATING, LEED PLATINUM, NZEB CERTIFICATION

1 GEORGE’S QUAY, DUBLIN 2 – REDEVELOPED IN 2017.  
BER A3 RATED, LEED PLATINUM



Irish Life Assurance plc is regulated by the Central Bank of Ireland. 

This document is intended as a general review of investment market conditions. It does not constitute investment advice and has not 
been prepared based on the financial needs or objectives of any particular person, and does not take account of the specific needs or 
circumstances of any person.

The author cannot make a personal recommendation for any person and you should seek personal investment advice as to the suitability 
of any investment decision or strategy to your own needs and circumstances. Any comments on specific stocks are intended as an 
objective, independent view in relation to that stock generally, and not in relation to its suitability to any specific person.

ILIM may manage investment funds which may have holdings in stocks commented on in this document. Past performance may not be a reliable 
guide to future performance. Investments may go down as well as up. Funds may be affected by changes in currency exchange rates.
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