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Ireland comes out of recession (Technically ) as GDP in Q3 increases by 
0.3%.
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Source: CSO, Q3 2009
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Forecasts

Consensus forecast

2008 2009 (f) 2010 (f) 2011 (f)

GDP -3.0 -7.0 -0.5 3.3

Consumer Spending -1.0 -3.6 -2.1 2.0
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* Consensus has been calculated using the latest forecasts from the Department of Finance, Bloxhams, 
Ulster Bank and Bank of Ireland

Fixed Investment -15.5 -30.5 -18.8 4.5

Government Spending 2.6 -0.7 -2.5 -0.4

Exports -1.0 -2.7 1.6 3.6

Imports -2.1 -9.4 -2.7 2.5

Consumer Prices 4.1 -4.4 -0.9 2.4

Unemployment Rate 6.3 11.7 13.2 12.5



GNP falls by 1.4% in Q3 and yoy, GDP declines by 7.4% 
while GNP declines by 11.3%

• GDP is the standard measure used internationally to measure a country’s growth. Using this 
measure, Ireland came out of the recession in Q3 2009 (ahead of the UK). However....GNP 
(i.e. growth excluding the income of foreign multi-nationals like Intel) is a better measure for 
Irish growth and this remained negative in Q3

– from its peak at the beginning of 2007, Irish GDP has fallen a staggering 11.2% in real terms, more 
than double the fall in Euroland as a whole over the period. 

– it is weak domestic demand that it is pushing the economy down, with a dramatic fall of almost 23% 
since the final quarter of 2007 
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– personal spending on goods and services in the third quarter was down 7.3% in volume terms on 
July-September 2008, with expenditure on goods down 9.8% and services 5.3%.

– new housing fell 55.0% on an annual basis. 

– overall fixed investment was down 35.0% year-on-year in the third quarter, with the construction 
sector set to remain the biggest drag on GDP for some time to come

– the export side of the economy is holding up remarkably well despite weak global demand conditions 
in the first half of the year. Exports of goods and services posted an annual fall of 2.6% in the third 
quarter, with exports of goods down 6.5% and services up 1.7%. The exports of services will play a 
key part in Ireland’s economic recovery, with Ireland having a higher percentage of its exports in 
services than any other western economy.

– GDP is set to contract by around 7.5% in real terms  in 2009, we still think the average fall in 
national output could be less than 1.0% next year.

Source: Bloxhams, Dec 2009



Tax Returns were for Jan 2010 were €660m less than Jan 2009

6Source: Department of Finance

• Budget deficit (i.e. government expenditure > government income ) for Jan 2010 was €780m as compared to 
€747m for Jan 2009.

• Budget 2010 forecasted tax returns of €31bn in 2010, a 6% drop on 2009’s outurn.........2010 should be better 
than 2009 Tax receipts in 2009 at €33bn were €7.7bn (19%) lower than in 2008.

• Budget 2010 set the exchequer deficit target at €18,780m

• Spending has been reined in in January. Capital spending is 21% lower and current spending 13% lower on 
the same period in 2009.



Retail sales for 2009 down significantly on 2008 but there is a slowing in 
the rate of decline.
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Source: CSO

All sectors showed a decline in sales in 2009, the most significant being motor trades down 15.1% and non-specialised 
stores (including supermarkets) down 3.5%. Annual estimates show that the volume of retail sales decreased by 14.1% 
in 2009 when compared to 2008 and decreased by 18.0% in value terms. If Motor Trades are excluded the volume of 
retail sales decreased by 6.8% in 2009 and decreased by 11.2% in value terms. The volume of retail sales decreased 
by 7.5% in December 2009 compared to December 2008. There was a monthly increase of 0.4%. If Motor Trades are 
excluded the volume of retail sales decreased by 6.7%

Bloxhams forecast retail sales decline of 1% in 2010 while Ulster Bank forecast a fall of 1.8%
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December sales were up 0.4% on Novembers

Retail Sales Volumes by Sector 
(seas adj)

Q3 09 Q4 09 Dec-09

% qoq % yoy % mom % yoy % mom % yoy

Food Businesses -0.6% -3.1% -1.3% -3.4% -2.2% -3.7%

Pharma, Med & Cosmetics -2.0% -0.9% -1.4% -2.7% -2.1% -4.3%

Clothing, Footwear & Textiles 4.2% -6.0% -0.5% -3.3% 1.0% -1.0%

Household Equipment 0.5% -14.4% -1.9% -11.2% 2.2% -8.8%
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Household Equipment 0.5% -14.4% -1.9% -11.2% 2.2% -8.8%

Bars -2.6% -11.0% -2.0% -9.4% 2.5% -8.4%

Department Stores 0.4% -2.7% -1.3% -5.8% 8.9% -1.9%

Other Goods -1.2% -6.2% -3.9% -11.5% 1.4% -11.5%

Fuel -2.3% -6.6% -1.5% -9.6% 2.5% -12.2%

Total excl Motor Trades 0.2% -5.7% -1.5% -6.4% -0.9% -6.7 %

Motor Trades 11.5% -35.2% 12.5% -20.5% 8.3% -15.1%

Total Retail Sales 3.4% -11.0% 1.6% -8.2% 0.4% -7.5%



Consumer sentiment rises to its highest level since Jan 2008
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Austin Hughes, KBC Ireland, noted: “ The January reading reflects an improvement in all 5 components of the 
survey – the first time this has happened in 4 years. So, it seems clear that the mood of consumers is brightening, 
reflecting an easing in fears about economic prospects and perhaps a generally positive assessment of the 
December budget.... Even after January’s increase, current levels of the survey suggest consumers remain fairly 
cautious but they are notably less pessimistic than they were.”

· “It is likely that the sharp improvement in the buying climate will be at least partly reversed in the February 
survey as Christmas sales end and bills arrive. However, the scale of increase in this element last month may point 
to a slightly less gloomy outlook for consumer spending through 2010. More importantly, it should be noted that the 
buying climate only accounted for about a third of the improvement in consumer sentiment in January. So, the 
survey is pointing to a clear and broadly based pick-up in confidence Source: KBC/ESRI
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It would appear that consumers feel that the worst is behind us but are cautiously 
optimistic on the next 12 months. For the year ahea d one in five consumers expect 
the economic situation to improve, although only on e in ten anticipate an 

improvement in the labour market
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Prices fell 5% in 2009 after rising by 1.1% in 2008. 
Forecast is for average inflation of -1% to -1.5% in 2010.

11Source: CSO



Where did the price changes in 2009 occur?

• Mortgage interest repayments decreased on average by 40.0%. As a result, while prices on average fell 
4.5% in 2009, the CPI excluding mortgage interest decreased by only 1.2%.

• Energy products fell by 7.9% in the year compared to an increase of 8.8% in 2008 and 4.6% in 2007.

• During 2009 the average price of goods fell by 4.3% while the average price of services (which includes 
mortgage interest) fell by 4.6%.

• Rents fell by in excess of 14%, with private rents falling on average by 17.4%. While the price of electricity 
and gas rose marginally, the cost of home heating oil fell by 32.4% in 2009
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• Over the period 2005 to 2009, only Clothing & Footwear and Furnishings, Household Equipment & Routine 
Household Maintenance showed significant falls in price levels. The highest increases over the period 
were for Education (+24.4%), Housing, Water, Electricity, Gas & Other Fuels (+19.4%), Alcoholic 
Beverages & Tobacco (+18.7%), Health (+17.9%), Restaurants & Hotels (+11.6%) and Food & Non-
Alcoholic Beverages (+7.2%). The overall increase in the Consumer Price Index over this period was 
8.4%.

• Forecasts

– Bloxhams “expect prices to continue to be lower year-on-year in 2010 though the annual average fall 
this year should be less than 1.0%”

– Ulster Bank “expect another year of price deflation in the CPI in annual average terms this year, but at 
a lower pace of between 1-1.5%”.

Source: CSO



Monthly inflation decreased by 0.6% in 
January 2010 and 3.9% annually. 
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Source: CSO

Bloxhams expect prices to continue to be lower year-on-year in 2010 though the annual average fall this 
year should be less than 1.0%.
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Clothing and Footwear prices decline by 9.2% in January 
while Mortgage Interest Rates increase by 0.1% 

(decrease by 27.9% annually) 

2009M01 2010M01

MoM 
(%) YoY (%)

MoM 
(%) YoY (%)

Housing, Water, Electricity, Gas and Other Fuels -7.9 -7 0.1 -15.2

Education 5.6 0 0 11.3

Clothing and Footwear -6.9 -13.2 -9.2 -10.8

Food and Non-Alcoholic Beverages 3 0.2 0.1 -8.2
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Food and Non-Alcoholic Beverages 3 0.2 0.1 -8.2

Furnishings, Household Equipment and Routine Maintenance of the 
House -1.1 -2.6 -2.4 -4.6

Restaurants and Hotels 3.3 -0.6 -2 -3.7

Recreation and Culture 0.5 -0.8 0 -0.6

Alcoholic Beverages, Tobacco 6.9 0.9 -0.5 -0.3

Communication 0.7 -0.1 -0.2 -0.1

Miscellaneous Goods and Services 7.7 4.6 0.9 1.6

Health 5.8 2.8 2.2 1.9

Transport -4 -0.8 0.6 3.5

All Items -0.1 -1.7 -0.6 -3.9



Irish unemployment rises by 5,800 (adjusted figure) in Jan 
2010. This is a sharp increase considering unemployment 

increased by just 1,500 in the last 3 months of 2009

o The seasonally adjusted Live Register total increased from 428,900 in Dec 2009 to 434,700 in Jan 2010. 
Unemployment increased by just 1,500 in the last 3 months of 2009.

o In the year to January, there was an adjusted increase of 110,600 (+34.1%).

o Month on month, males increased by 2,400 (2.1%), females increased by 3,400 (2.2%)

o Year on year, males increased by 71,200 (32.9%), females increased by 39,400 (36.7%)

o Year on year, males under 25 increased by 8,800 (19.2%), females under 25 increased by 6,800 (27.9%)

o Year on year, males over 25 increased by 62,300 (36.4%), females over 25 increased by 32,600 (39.3%)
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o Year on year, males over 25 increased by 62,300 (36.4%), females over 25 increased by 32,600 (39.3%)

o The total number of persons employed has dropped by about 235k from the high of 2.15m in Sept 2007.

o According to Bloxhams “Even when the economy returns to ‘normal’ we think the permanent jobless rate won’t 
drop below 7/8%. “

o The society of Chartered Surveyors forecast that up to 40,000 jobs will be lost in the construction industry in 2010.

o There are signs that the situation regarding unempl oyment is improving even though January’s figures 
were the worst since August of last year. In H2 200 9, 17,000 were added to the live register as compar ed to 
116,700 in H1 2009 and 77,900 in H2 2008. Also, the  unemployment rate has hovered around 12.5% since 
July 2009. NIB commented that “the number of vacanc ies notified to the state training authority rose 
slightly, while the number of redundancies in Q3 – a  lagging indicator of labour market health – were do wn 
around one-sixth on the first half of the year, tho ugh they remain elevated.”

Source: CSO, Monthly Live Register Release (based on revised figures)



Male v Female numbers unemployed
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Irish unemployment rate increases to 12.7%. Forecasters expect 
14% to be the max rate in the current cycle although this looks to 
be slightly pessimistic at this stage....Bloxhams expect the rate to 

not get too much higher than 13%
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Source: CSO, Monthly Live Register Release (based on revised figures)
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Irish Employment  - 1,922,400 persons in employment in 
Q3 2009, an annual decrease of 184,700 or 8.8%

18Source: CSO, Q3 Quarterly National Household Survey



ECB holds rate level at 1% for the ninth month in a row in 
Feb 2010

The ECB cut rates by 0.50% in October, 0.50% in Nov ember, 0.75% in December 2008, and by 0.50% in 
January, 0.50% in March, 0.25% in April and 0.25% i n May 2009 meaning that rates have fallen to 1.0% f rom 
4.25 in the 7 months to May 2009.

ECB rate of 1.00% is the lowest rate since the introduction of the Euro in 1999 and is the expected bottom of the 
current economic cycle. The rate is expected to remain at 1% until at least the Q3 2010. 
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As at February 19th, three month Euribor is 34bps below the 
ECB rate, pre-credit crisis margin was typically 10bps.
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Source: ECB, Euribor.org
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Mortgage interest rates in increase by 0.1% in January
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Lenders to Increase Mortgage Interest Rates in 2010

• PTSB increased rates by 50bps in Feb 2010, this is on top of a 50bos increase towards the 
end of 2009. No other domestic lender has increased variable rates to date in the current 
cycle but the market expects domestic lenders to increase rates b between 1-1.5% in 2010.

• The mortgage rate increases are on top of any ECB rate increases that come along

– Bloxhams expect rates to increase by 25bps in Sept 2010 and another 25bps increase in Dec 2010

– AIB do not expect any ECB rate increases before Sept 2010

– Ulster Bank expect rates to increase by 0.5% by the end of 2010

22

– Ulster Bank expect rates to increase by 0.5% by the end of 2010

– Euroframe, a group of Europe's ten leading economic think-tanks expects the rate to rise throughout 
2010 and to go above 2% in 2011

– RBS expect the first rate increase to happen by the end of Q2 2011 (see chart below)

RBS ECB Refi Rate Forecast
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Eurozone Interest Rate Forecasts

Eurozone Interest Rate Forecasts (to end quarter)

Refi Rate 3 Mth 1 Yr 2 Yr* 5 Yr*

Current 1.00 0.60 1.20 1.53 2.53

Mar-10 1.00 0.80 1.40 1.85 2.80

Jun-10 1.00 1.00 1.60 2.10 3.10

Sept-10 1.00 1.00 1.70 2.15 3.15
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Sept-10 1.00 1.00 1.70 2.15 3.15

* Swap Rate Forecasts Beyond 1 Year

Source: AIB Forecast Jan 2010

“The ECB cut interest rates by 0.25% to 1.0% at its May 2009 policy meeting, bringing 
the total reduction in official rates in the eurozone to 3.25% since October 2008. An 
official rate of 1.0% represents an historical low for the eurozone but it is expected to 
be the trough in this cycle.

The ECB is not in any hurry to hike rates even though the economy is now out of 
recession. It has repeatedly said that the refi rate is at an appropriate level. We do not 
expect that the ECB will consider raising the refi rate until late in H2 2010, with inflation 
expected to remain very low, unemployment at high levels and rising, and given the 
considerable doubts about the sustainability of the economic upswing.”



Exchange Rates

Current Q1-2010 Q2-2010 Q3-2010 Q4-2010

Euro versus

USD 1.365 1.32-1.38 1.32-1.38 1.35-1.40 1.35-1.40

GBP 0.87 0.85-0.88 0.85-0.88 0.84-0.87 0.84-0.87

JPY 122.83 120-130 120-130 123-133 125-135

PLN 4.02 4 3.93 3.87 3.82

HUF 271.53 270 268 265 265

24
Source: AIB Forecast Feb 2010

€ v $ - the dollar has made strong gains due to the positive economic data coming out in recent months, concerns 
about the global upswing and concerns about sovereign debt, especially in Europe...AIB think it will be the end of 2010 
or early 2011 before the Fed starts to increase rates

€ v £ - Significant upside versus the euro is unlikely with the UK facing a number of challenges of its own this year 
including poor prospects for economic growth, a general election and weak public finances

HUF 271.53 270 268 265 265

NOK 8.05 8.15 8.15 8.1 8.1

SEK 9.87 9.9 9.8 9.7 9.6

AUD 1.53 1.52 1.52 1.56 1.56

NZD 1.94 1.96 1.96 2.02 2.02



Part 2

Overview of Irish Housing Market 
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Overview of Irish Housing Market 



Mortgage redemptions are greater than new lending as 
mortgage debt decreased by €19m in Dec. New lending has 

declined for 9 months in a row.
Outstanding Mortgage Balance to Dec 2009
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o Mortgage redemptions are greater than New Lending as Mortgage Debt decreased by €19m in Dec. 
New Lending decreased by €888m in the last 9 months. April was first time that growth was negative 
since the series began in 1990.  

o The annual rate of increase declined to -0.3% in Dec (the lowest rate on record and the first time annual 
growth is negative) from -0.1% in Nov, 0.2% in Oct and 0.3% in Sept, and compares to a growth of 
5.9% in Dec 2008 and 13.4% in Dec 2007. The annual rate of increase has been declining for the 
last 43 months. 

Source: Central Bank
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Net mortgage debt decreased by €461m in 2009 as 
compared to growth of €8,273m in 2008 and €16,554m in 
2007.

Mortgage Debt Monthly Increase
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Source: Central Bank
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Likely mortgage rate increases by lenders in H1 2010 and ECB rate increases in H2 2010 
are going to impact negatively on the amount of residential lending in 2010. Expect to see a 
negative growth rate for 2010 as a whole.



Lending in Q4 2009 was €1.76bn, a 50% drop from Q4 
2008. Total New Lending for 2009 was €8.1bn

Number Value

New Mortgage Lending Quarter 4, 2009: 9,946 €1,760m

Total, 2009 45,818 €8,076m

28Source: IBF Q4 2009

Quarter 3, 2009 12,189 €2,145m 

Quarter 2, 2009 12,686 €2,173m 

Quarter 1, 2009 10,997 €1,998m 

Quarter 4, 2008 18,706 €3,539m 

% change, Q4 2009 vs. Q3 2009 -18.4% -18.0%

% change, Q4 2009 vs. Q4 2008 -46.8% -50.3%



The total value of the mortgage market in Q4 2009 was €1,760m. 
This represents a significant decrease of €386m (18%) from the Q3 

2009 and a decrease of €1,780 million or 50% from the same 
period in 2008

New Mortgage Lending Value Per Quarter
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• All categories are down in qoq and yoy terms. RIL and Re-mortgage loans experienced the 
greatest annual declines (80% and 67% respectively), followed by Top-Ups (64%), Mover 
Purchaser (44%) and FTBs (19%)

• From the peak lending per quarter in Q3 2006, RIL loans experienced the greatest annual decline 
(95%), followed by Re-mortgage loans (87%), Top-Ups (87%), Mover Purchaser (84%) and FTBs 
(68%)
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New Mortgage Lending by Value Per Quarter Market Sh are
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FTBs accounted for 41% of all lending in Q4 2009 and 33% 
of all lending in 2009
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• FTB’s market share increased from 25.3% in Q4 2008 to 41.3% in Q4 2009;

• Mover Purchaser loans increased market share from 25.7% in Q4 2008 to 29.2% in Q4 2009;  

• RIL market share decreasing from 15.5% in Q4 2008 to 6.1% in Q4 2009; and 

• Re-mortgage market share dropping from 17.4% in Q4 2008 to 11.6% in Q4 2009.

• Top-ups market share dropping from 16.2% in Q4 2008 to 11.8% in Q4 2009.
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Total number of loans issued in the Q4 2009 was 9,946,  
2,242 (18%) less than Q3 2009 and 8,760 (47%) less 

than the same period in 2008

New Mortgage Lending Volume Per Quarter
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FTB market share now 35% in volume  
Volumes 82% down from peak in Q3 2006

New Mortgage Lending Volume Per Quarter Market Shar e
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Average loan size declined across all categories except 
Top-Ups which increased by €585. Average loan size 

24% below peak in Q1 2008
Average Loan Size
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According to PTSB, as of Dec 09, national house pri ces down 31.5% (€98k) from their 
peak in Jan 2007 although there is anecdotal eviden ce that prices are already 40% 

below the peak, Fitch forecast a 45% top to bottom fall. PTSB index will revert back to 
quarterly issues as there is insufficient data to c ontinue with a monthly index.

Type Nat Outside Dub Dublin

Dec-09 213,183 189,643 278,767

Peak Jan-07 Jan-07 Apr-07

Peak Price 311,078 267,484 429,754

Drop from Peak (%) 31.5% 29.1% 35.1%
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Source: Permanent TSB/ESRI figures to August 2009. 3 Bed Semi , Commuter, New, Second Hand and Existing house price index are currently not available due to 
the low sample size. The permanent tsb house price index is a 3 month moving average. The index is based on the agreed sale price and is calculated using data from 
mortgage draw-downs. Therefore a lag exists between the time the sale price is agreed and when the mortgage is drawn down.

Drop from Peak (€) 97,895 77,841 150,987

Last Time Price was this low Apr-03 May-03 Mar-03

Monthly Change (%) -3.6% -2.5% -4.3%

Monthly Change (€) -8,028 -4,960 -12,658

Yearly Change (%) -18.5% -15.3% -20.6%

Yearly Change (€) -48,390 -34,342 -72,329

2009 Change (%) -18.5% -15.3% -20.6%

2009 Change (€) -48,390 -34,342 -72,329

Potential Bottom (40% below max) 186,647 160,490 257,852



National House Prices Fall €80k and are back to Apr 
2003 Levels

House Prices (monthly), Dec 00 – Dec 09
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National House Prices Fall by 18.5% on Annual Basis

House Prices (annual growth rate)
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2009 completions should reach 26,000 as 2,096 units were 
completed in Sept, a 29% increase mom and a 50% decrease yoy. 
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House Completions Forecast
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Source: DOEHLG Dec 2009 and Market Consensus forecasts Source: EBS Market Consensus (Oct 09)
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151 Registrations in Dec 2009, 45% decrease mom 
and 75% decrease yoy
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599 housing units commenced in Oct as compared 
to 791 in Sept (37% decrease mom), and 1,127 in 

Oct 08 (47% decrease yoy)
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Recent studies show that there are over 300,000 vacant 
properties in Ireland 

• Minister for Housing Michael Finneran told the Cabinet in early January that there were between 
100k-140k vacant houses, the figures are taken from a report on the construction industry by 
DKM consultants for the Government . The construction industry suggested the true figure was 
40,000. 

• A study carried out by the National Institute of Regional and Spatial Analysis (Nirsa), based at 
NUI Maynooth, which advises the Government suggests that there are 302,625 vacant properties 
(there are about 50k holiday homes not included). The study goes on to say that

– The average housing vacancy rate in Ireland, as reported in the 2006 Census, was 12.5%, which 
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– The average housing vacancy rate in Ireland, as reported in the 2006 Census, was 12.5%, which 
consisted of 216,533 units – 174,935 houses and 41,598 apartments (the vacancy rate rose to 15% if it 
included holiday homes).

– The pattern of vacancies varied from 9.5% in Dublin up to 21.4% in Leitrim (or 9.5% in Dublin and 29% in 
Leitrim if holiday homes are included 

– According to Q3 Geodirectory release there are 1,981,513 residential units in the state.

– 302,625 residential units, out of 1,981,513 in the state, are vacant (though not all of these are necessarily 
available for sale or rent). That is a vacancy rate of just over 15% (not including holiday homes).

– In 1996 the vacancy rate was 8.5%, in 2002 it was 9.8% and in 2006 it was 15% (these rates include 
holiday homes). From April 2006 to the end of 2009 an additional 215,451 houses have been built and 
released onto a rapidly softening market and deflating demand as immigration dropped. In such 
circumstances vacancy rates are going to increase 

• Further information on the report can be viewed at the following website 
http://irelandafternama.wordpress.com/2010/01/18/an-estimate-of-vacant-housing-in-ireland/



No change to Actual rentals paid by tenants in January, yoy 
rents have fallen 12.6%
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National rents fell just over 15% in 2009
compared to a 12% fall in 2008 according to Daft.ie

• The annual rate of growth of Rents has been falling every month since Nov 2008. 

• Rents peaked in March/April 2008 

• According to Daft.ie Q4 2009 rental report 

– National rents fell just over 15% in 2009

– End of 2009 rents were 12 percent below end of 2002 levels

– Yields in 2009 were marginally above 2006 levels but this may come under pressure by next year without rent 
hikes

– Rents continued to fall in the final three months of 2009, but at a slower rate than earlier in the year. Rents fell by 
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– Rents continued to fall in the final three months of 2009, but at a slower rate than earlier in the year. Rents fell by 
3.9%, compared to previous falls of between 4% and 6%.

– The average rent nationwide has fallen from over €1,000 in early 2008 to €765 in January 2010

– The total number of properties available to rent on 1st February was 20% below what it was in August, signifying 
an ease in competition among landlords

– The national average rent is 24.9% below peak levels of two years ago, with a greater fall in Dublin (27.5%) than 
elsewhere (22%). South County Dublin rent is 30% below peak.

– Rent a room income is still significantly lower than a year previously, with falls of up to 15% in some areas

– Rents in Cork and Galway cities fell by about 5% in the final three months of the year

– Limerick and Cork rents are about 25% below peak levels, while Galway and Waterford rents are 20% lower

– Rents in the final quarter of the year outside the major cities fell by about 3%

– In Connacht (-18.5%) and Ulster (-20.3%), the fall in rents from their peak has been significantly smaller than in 
Munster (-24.3%) and Dublin’s commuter counties (-26.9%)



ECB holds rate level at 1% for the ninth month in a row in 
Feb 2010

The ECB cut rates by 0.50% in October, 0.50% in Nov ember, 0.75% in December 2008, and by 0.50% in 
January, 0.50% in March, 0.25% in April and 0.25% i n May 2009 meaning that rates have fallen to 1.0% f rom 
4.25 in the 7 months to May 2009.

ECB rate of 1.00% is the lowest rate since the introduction of the Euro in 1999 and is the expected bottom of the 
current economic cycle. The rate is expected to remain at 1% until at least the Q3 2010. 
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Affordability increases as interest rates and house prices 
continue to fall 

ECB rate + 1.00%
Interest Only 

Mortgage
Principal + Interest 

Mortgage
Int Only Savings 
per month

P + I Savings per 
month

4.50% + 1.00% 1375 1703 62 47

4.25% + 1.00% 1312 1656 63 47

4.00% + 1.00% 1250 1610 62 46

3.75% + 1.00% 1187 1564 63 46

3.50% + 1.00% 1125 1520 62 44

3.25% + 1.00% 1062 1475 63 45

3.00% + 1.00% 1000 1432 62 43
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o The table above shows the monthly repayments for both a interest only and repayment mortgage under various 
ECB rates. Mortgage amount equals €300,000, term of 30 years, margin on mortgage is 1%.

o For every 0.25% (25bps) cut by the ECB, monthly repayments for an interest only mortgage fall by circa. €62 
and those for a capital and interest mortgage fall by circa. €47.

3.00% + 1.00% 1000 1432 62 43

2.75% + 1.00% 937 1389 63 43

2.50% + 1.00% 875 1347 62 42

2.25% + 1.00% 812 1305 63 42

2.00% + 1.00% 750 1264 62 41

1.75% + 1.00% 687 1224 63 40

1.50% + 1.00% 625 1185 62 39

1.25% + 1.00% 562 1146 63 39

1.00% + 1.00% 500 1108 62 38



Housing Affordability

Average 
House 
Price €

Mortgage @ 
90% 

Mortgage 
Interest 
Rate

Annual Net 
Repayments

Gross Income 
(couple) €

Net Repayments as 
% of 
Disposable 
Income

Q4 1985 49,889 44,900 9.75% 2,750 27,716 17.00%

Q1 1995 77,747 69,972 7.30% 3,984 40,469 15.30%

Jun-05 230,688 207,619 3.46% 11,106 70,000 20.00%

Dec-06 279,003 251,103 4.81% 15,879 75,750 26.40%
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Source: DKM/EBS (Jan 2010)

Annette Hughes, Director, DKM Economic Consultants said: “.....trends for Dublin FTBs show that the average FTB 
working couple buying in Dublin was paying 32.5% of their net income in December 2006 and is currently paying 
around 16%... difficulties persist for house buyers seeking credit, negative equity is a problem for many FTBs who 
purchased over the past five years and consumer confidence remains in low territory as some prospective buyers 
are reluctant to enter the market, on the expectation that further declines in house prices are possible .... On the 
face of it, it appears that potential house buyers today are currently facing a better proposition in terms of 
affordability than buyers over the last two decades. However, the availability of credit and the ability to repay are not 
factored into the above measures, both of which are constraining the housing market at present. Moreover, with 
confidence at a low level and house prices expected to continue falling, some further improvement in affordability is 
likely by the end of the year 

Dec-06 279,003 251,103 4.81% 15,879 75,750 26.40%

Jan-10 182,868 164,581 3.00% 8,217 77,693 13.40%



..affordability back to 1996 levels
according to the latest DKM/EBS Affordability Index

47Source: DKM/EBS (Jan 2010)



Budget 2009 Changes to Mortgage Interest Relief

• “Following changes to the level of Mortgage Interest Relief (MIR) in the April 2009 
Supplementary Budget (which restricted the availability of MIR to seven years at a declining 
rate of relief), the December Budget extended MIR for homeowners in negative equity until 
2017 for those for whom the relief would have expired in 2010 or after. Thus buyers who 
purchased in 2003 or later will receive MIR for another seven years, provided they are in 
negative equity. MIR is currently available up to a maximum of €10,000 in annual interest 
payments for a single FTB and €20,000 for a married couple FTB. The maximum rate of 
relief for FTBs is 25% in the first two years, 22.5% in years 3 to 5 and 20% in years 6 to 7. 
MIR is to be abolished for all at the end of 2017. We consider the case below of a single 
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MIR is to be abolished for all at the end of 2017. We consider the case below of a single 
person who bought her first home in June 2005 and who will now benefit from the extension 
of MIR by saving almost €5,000 in repayments up to 2017.

• The other significant change in the December Budget was the reductions in public sector 
take-home pay. There is limited data on pay reduction in the private sector but the latest data 
from the CSO suggests that average weekly earnings for private sector workers were down 
by 3.1% year-on-year in Q2 2009. We suspect that further reductions materialised over the 
past six months. 

• In conclusion, while the MIR changes will provide some relief beyond 2012 for existing 
owners in negative equity, the continuing risks of pay cuts and unemployment remain for 
both existing owners and potential buyers in the current difficult economic climate.” 

Source: DKM/EBS (Jan 2010)


