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Gazing into the crystal
ball for 2020 in Irish
property

International investor interest remains strong, but the lack of
sustainability of rent levels could create problems in the
coming year

lain Sayer




image2.png
2019 was undoubtedly another busy year in the commercial property sector in
Ireland. Now our thoughts turn to what will be the likely big themes for 2020.

Future trends in the Dublin office market are certainly an area to watch, with the
successful sales of Green Reit and Starwood's Project Cedar portfolios in 2019
showing that international investor interest remains strong.
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Supply in Dublin city centre is still constrained, with low vacancy rates, and
occupiers increasingly having to look beyond the Docklands and St Stephen's
Green areas given the small number of undeveloped sites and high level of pre-
letting of developments.

Investor appetite for the few remaining city centre development sites - such as
DIT's facility on Aungier Street - is likely to be strong when they come to the
market in early 2020. We also expect that individual assets may become available
outof 2019's two large portfolio trades - Green Reit and Cedar - as the
purchasers concentrate on the value-add elements of those portfolios.

AtHWBC, we anticipate that prime city centre offices will sustain rent levels
around €65 per square foot (about €700 per square metre], and good quality
suburban office space in areas like Sandyford and Leopardstown will rise to, and
possibly in some cases exceed, €35 per square foot (about €377 per square metre).
12019, we saw Google, Facebook and Mastercard all making significant
acquisitions of space in Sandyford, and it would be no surprise if other major FDI
investors follow this trend as it becomes more difficult to acquire large volumes of
space in central locations.

We hope that the long-running process of Diageo choosing a development partner
for its St James’ Gate redevelopment scheme will conclude early next year. Along
with upcoming sale of lands by CIE around Heuston Station, this is likely to see an
acceleration of the ongoing transformation of Dublin 8.

2020 should also bring clarity around who will lead the redevelopment of the Irish
Glass Bottle site, where it s clear there is going to be intense competition to be
part of this once-in-a-generation opportunity.
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In retail, there has been considerable pricing correction of secondary assets,
reflecting the rise in online shopping. However, for prime locations there continues
to be strong investor interest, as evidenced by the recent sale of St Stephen's
Green Shopping Centre. We expect to see activity in this sector driven by the high
yields now available relative to other parts of the market.

Outside Dublin, there has definitely been an increase in the level of investment and
occupier interest in the better-quality city centre stock, with Cork seeing a high
level of activity in 2019. Rent levels are likely to continue to accelerate next year,
and some of the prime Cork offices are already at pricing comparable to Dublin
suburbs.

The two areas where we've seen the strongest level of interest and yield tightening
has been in the private rented sector (PRS) and logistics/industrial developments.

The PRS sector is on track to have closed 2019 with almost €2 billion of deals being
done, and there is every indication this strong performance will continue into 2020.

Itis, however, worth sounding a note of caution about the sustainability of the high
levels of rent for PRS developments in and around Dublin’s city centre. There is also
the spectre of legislation to freeze rents, which will potentially alarm international
investors in the sector and limit the delivery of additional supply, thereby
exacerbating the ongoing housing crisis.

More generally, political intervention in the property sector will continue to be a
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cause for concern, following the further rise in commercial property stamp duty in
the October budget. Investors may be able to bear increased taxes, but will take
fright f they feel that year-to-year arbitrary rule changes will be introduced that
make itimpossible to have certainty about long-term investment plans.

Having said that, there is much to look forward in this vibrant market, and we
expect investors to be fast out of the blocks from the start of the New Year.

lain Sayer s a director at independent property firm HWBC




