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Irish Commercial Property
Commercial property, be it offices, retail or industrial, has long
been recognised as an important constituent of a balanced
investment portfolio. Good quality investment property which is let
to sound business tenants offers a secure running income yield
which, if managed well, can be expected to grow over time. This
income yield can be made more secure when it is derived from a
diversified portfolio of such assets.
The average income yield on commercial property in Ireland is around 5.8% and as such is
very attractive relative to the income returns available from most other classes of
investment.
The Irish commercial property market has experienced a period of strong growth over the
past 4 years and some observers are suggesting that the market recovery has played itself
out with little further upside from current levels.
It is indeed the case that one, albeit important category of property is now back to value
levels in line with the top of the market. Prime office rental levels in the centre of Dublin
are now around €60 per sq. ft., a level last witnessed in 2008. This rental is however well
underpinned by a healthy tenant demand and as such is not likely to soften anytime soon.
Equally though there is not likely to be much further growth from here given the volume of
new office development now underway and as such new investors are likely not to be
focusing on this sector from now. This is significant given that prime city centre office
https://mailchi.mp/appianasset/appian-monitor-irish-commercial-property?e=1b53127a51

1/5

11/30/2018

Appian Monitor - Irish Commercial Property

property constitutes a large proportion of the portfolios of the major Irish institutions and
REITs.
Apart from this sector however values remain well below the levels witnessed in the boom
years with the discount relative to the top of the market varying from 30% in the case of
prime central Dublin retail property to 50% plus in respect of many other sectors such as
prime suburban offices, industrial and provincial retail.
Of course, it is not necessarily the case that property assets are attractive just because they
are much cheaper than the levels witnessed during the boom. A more fundamental
measure of relative value is the basic cost of developing new assets and it remains the case
that at current levels it is even still possible to acquire property investments at prices
substantially below the cost of developing those assets. A further important factor in
arriving at the conclusion as to whether any particular investment property represents
attractive value is whether there is likely to be growth in the rental value of that property
over time. This requires an understanding of the dynamics of supply and demand for the
various types of property in various locations.
The suburban Dublin office market is a market where it is still possible to acquire
investment properties which are let at rental levels of circa €20 per sq. ft. The economics of
developing new office stock in the suburbs dictate that rents of at least €25 per sq. ft. are
required for a developer to be in a position to cover his costs and as such no new office
development is likely to be undertaken in the suburbs unless/until rents have exceeded this
level. At the same time rents in central Dublin have more than doubled in the last 3 years
and many occupiers are turning to the suburbs for their needs. This trend has mopped up
most of the quality space available in the better suburban locations and with no new
development underway rents are inevitably hardening as occupiers compete for what space
remains available.
While the final shape of Brexit will take some time to form we expect that the steady flow of
new businesses locating in Dublin and the larger urban centres around Ireland will add to
the recovery in demand for most categories of property resulting from the continued
growth in the domestic real economy over the coming years. This demand will not just be
for office buildings but, given the fact that such businesses usually offer good quality
employment, the boost in demand will be for all forms of property including retail and
residential.
With the value of most categories of property still reasonable and income yields well ahead
of other investment classes, the prospects for Irish commercial property are relatively good
given the added prospect of value growth over the next few years.

Tweet

Forward

Share

The information contained in this material is not financial advice. Nor does it constitute an offer for the purchase
or sale of any financial instruments, trading strategy, product or service. No one receiving this material should
treat any of its contents as constituting advice. It does not take into account the investment objectives, knowledge,
experience or financial situation of any particular person. You should seek advice in the context of your own
personal circumstances prior to investing or taking out any product from your own independent adviser.
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This material has been prepared and issued by Appian Asset Management Limited on the basis of publicly
available information, internally developed data and other sources believed to be reliable. While all reasonable
care has been given to the preparation of the information, no warranties or representation, express or implied are
given or liability accepted by Appian Asset Management Limited or its affiliates or any directors or employees in
relation to the accuracy, fairness or completeness of the information contained herein. Any opinion expressed
(including estimates and forecasts) may be subject to change without notice.
If you decide to invest in the Appian Unit Trust, further information in relation to all risks is provided in the Fund
Prospectus and supplements. This material is available from Appian Asset Management Limited, 42 Fitzwilliam
Place, Dublin 2. If you invest in the Appian Unit Trust, you may lose some or all of the money you invest. The value
of your investment may go down as well as up. This investment may be affected by changes in currency rates.
References to past performance are for illustrative purposes only and are not a reliable guide to future
performance. Projected returns are estimates only. Forecasted returns depend on assumptions that involve
subjective judgement and on analysis that may or may not be correct.
The above disclaimer and limitations of liability are applicable to the fullest extent permitted by law, whether in
Contract, Statute, Tort (including without limitation, negligence) or otherwise.
Appian Asset Management Limited is regulated by the Central Bank of Ireland.

Appian Unit Fund Prices
1 September 2017
Appian Value Fund

140.47

Appian Equity Fund
Appian Small Companies Opportunities Fund
Appian Liquidity Fund

173.93
199.41
106.05

Appian Ethical Value Fund
Appian Burlington Property Fund

97.73
105.93

For more detailed information on each of our funds click here

Patrick J Lawless
Chief Executive Officer

Eugene Kiernan
Head of Investment Strategy
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John Mattimoe
Senior Fund Manager

Pat Kilduff
Senior Fund Manager

Niall Dineen
Senior Fund Manager

Click here for more information about our Investment Team

Kevin Menton
Director
Tel: (01) 662 3989 direct
Click here to email Kevin

John Flavin
Senior Relationship Manager
Tel: (01) 662 4053 direct
Click here to email John
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Follow Appian on Twitter

Connect with Appian on LinkedIn
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