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Initiativelreland

“In 2018 we saw the
introduction of multiple
new initiatives and an
increase in housing supply
but overall we need to do
far more to address this
crisis and meet demand.”
Padraig W. Rushe,

CEO, Initiative Ireland

About the Report

Initiative Ireland has produced this report to
help increase awareness of and promote a
dialogue with regard to the Irish Housing

Market. The report combines publicly
available sources of information, in a
meaningful way, to provide an objective
overview of the market inclusive of insights
and overall market trends.

About Initiative Ireland

Founded in 2015, Initiative Ireland is a Social
Impact Finance firm, specialising in the
sourcing, funding and management of secured
social, affordable and mid-market housing
development loans across Ireland. The
company provides competitively priced loans,
to experienced developers. Loans are co-
funded by it's community of Private, Corporate
and Institutional Clients and secured against
Irish Real Estate for capital protection.

More Information: www.Initiativelreland.ie

Ireland’s Housing Market in 2019

Macro-Economic

The Republic of Ireland has been a leader within the EU for
economic growth over the last 6 years. World Bank figures show
that GDP (Gross Domestic Product) per capita reached €66,231 in
2017, compared to a European Average of €33,104. The
European Commission has forecast that the Irish economy will
grow by 4.1% this year and by 3.7% in 2020, placing Ireland in
joint second for growth within the EU.

Domestic factors such as increased household spending and
labour market expansion are principle factors underpinning
growth to date. These domestic factors are reflected in the
growth in GNP (Gross National Product) which increased to
€63,140 Million in the third quarter of 2018, achieving an all
time high based on figures published by the Central Statistics
Office.

Population

The Irish population increased by 7.2% over the last decade and
by 0.9% in 2018. Ireland has the highest birth rate of any EU
member state, with 15,659 births in quarter 1 2018 or 13.1 births
per 1,000 population. Ireland also has the youngest population
in the EU with 55% aged below 40. Ireland has continued to
experience positive Net Migration rates since 2015, attracting
net positive non-national immigration for the last six years,
increasing 57% year on year in 2018. Despite having a relatively
young population, Ireland’s population is aging overall, in line
with European Trends. The numbers of people aged 85 and over
are projected to almost double by 2030, based on ESRI forecasts.
With 94.7% living in Private Accommodation, there is a need for
increased life-stage planning across Irish Housing. Equally with
younger demographics struggling to become home owners,
consideration needs to be given to the future housing needs of
today’s renting market.

Housing Supply & Demand

Following a decade of under supply and stagnation within the
housing construction market, 2016 saw increased recognition of
the emerging housing crisis amongst the media and body politic
within Ireland. While recent figures do show a significant
increase in the volume of housing stock being delivered to the
market, the volume of supply delivered still falls significantly
below demand nationwide, at around 52%. To offset this
shortfall in 2019 would require supply to increase 2.8x.

Also of concern is the nature or make-up of the 18,000 new
housing units supplied which disproportionately fall outside of
the mortgage affordability range for a significant portion of the
Irish population. New Housing delivery in the Greater Dublin
Area is largely focussed on servicing higher income families
and/or property investors.

Housing Affordability

Ireland’s current average gross household income stands at
€57,200. With the government ‘Help-to-Buy’ Scheme and
assuming a 90% LTV Mortgage, our analysis indicates that such
households would have been able to access less than 5% of the
new housing stock delivered last year within the Greater Dublin
Area (Dublin, Wicklow, Kildare, Meath).

Within the Greater Dublin Area (GDA) the increased cost of
construction and land acquisition costs are proving a challenge
for those who aim to deliver housing for lower income families.
With mortgage borrowing capped by the Central Bank at 3.5x
income for households nationwide, lower income households in
GDA are being locked out of the market too soon in the cycle.
This is cooling the supply of housing aimed at the lower-end of
the market, forcing lower-income families into a rental trap,
paying unsustainable rents, without security of tenure.
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Labour
Employment at Highest Rate since 2008

Unemployment 16% Lower than EU Average
GDP Growth Forecast for 2019 is 2x EuroArea
15% International Workforce - 3rd Highest in EU

Source: CSO/ DOF / IMF

Population

Youngestin EU - 33% under 25, 55% under 40
6x EU Average Population Growth 2007 - 2018
Net Migration increased 57% YOY in 2018
Highest Net inward migration in 2018 since 2008

Source: CSO/ IMF / IMD




Strong Domestic Housing Demand
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Source: CSO/ Initiative Ireland Research & Population Analysis and Forecasts

Greater Dublin Area: Dublin, Wicklow, Kildare, Meath
Midland Region: Laois, Longford, Offaly, We§$meath
South-East Region: Waterford, Tipperary, Wexford, Kilkenny, Carlow

Border Region: Louth, Leitrim, Sligo, Cavan, Donegal, Monaghan
West Region: Galway, Méyo,‘fRos'fommon
Mid-West Region: Claire, Limerick
South-West Reg")n: Cork, Kerry
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Housing Supply Trailing

Completions Relative to 2018 Demand Forecast 1! Nationwide Supply Commentary:
Region 2018 Demand 2018 Supply % Delivered 2019.Demand O Supply increased 25% year on year (YOY). While
[1] [2] [Adjusted] this is a significant increase in supply, it is the
Greater Dublin Area 17,011 10,245 60% 23,777 oyest rEte of supply grow i sines 2014
Dublin 12,385 6,924 56% 17,846 Regional Supply Commentary:
Mid-East Region 4627 3371 72% 5933 U Greater Dublin Area: Supply increased 26% YOY
‘ [ ‘ vs.a 57% YOY increase in 2017.
Midland Region 2.0%2 600 20% 3 464 U Dublin: Cost of acquisition and build in Dublin,
: ‘ along with affordability constraints for buyers
South-East Region 3,554 1,571 38% 5,537 limicire) Sl gRosiethy M 2013,
U Mid-East Region: Relative to Dublin, Mid-East has
Border Region 2,787 1,582 359% 3992 proven most viable nationwide for development.
Supply in the Mid-East will need to significantly
West Region 2 460 1.148 47% 3772 increase to offset surplus demand from Dublin.
T Midland Region: Despite the small volume of
Mid-West Region 1,650 760 31% 2,540 homes delivered, YOY supply growth increased
- — marginally from 28% to 30% in 2018.
South-West Region 5,189 2,166 42% : 8,212 South-East Region: YOY supply grew 42%, from
S 25% increase in 2017.
U Border Region: YOY supply grew by 28%,
Nationwide 34 683 18,072 51,294 following a 41% increase in 2017.
U West Region: YOY supply grew by 13%, with a
Source: CSO/ Initiative Ireland Research & Population Analysis and Forecasts marginal reduction in output in Galway City.

[1] Demand based on population analysjs and forecast per Initiative.lreland Housing 2931 Report O Mid-West Region: YOY
[2] Supply based on revised CSO completions reporting standards published 2019

supply grew 29%,
following a 45% increase in 2017.

U South-West Region: YOY supply increased 27%
compared to 38% increase in 2017.




Housing Supply Breakdown
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Distinct Housing Markets
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HOUSE SALES i )
Overall Housing Sales were up 3.5% YOY,
i totalling 56,532 Units.
(10[0]0)
5000 19% . , :
4000 New Housing Sales increased 17% YQY, with
3000 g an increase of 19% within the Greater Dublin
p10[0]0)
1000 r 81% Area (GDA).
0]
Q\\,,Z,«* QQ,«‘\ @7}& & P ¢ 0@{7“ @e‘ @&‘ @é 6@?5 Second-Hand  Housing  Sales  reduced
O (2 (&) Q' Q
1 R = &% & marginally in GDA by 0.7%, but increased 1.7%
W SotahdiHan i o across the rest of the country.
New Build N Second-Hand Second-Hand Thie 18,072 units built eempdsed of;
Average Sales Price € * Total Sales Average Sales Price € *  Total Sales = 2,372 Apartments
Greater Dublin Area 450,000 6,900 419,500 = 11,2001 Market Houses
Midland Region 215,000 230 157,000 . * 4,699 One-Off Builds
South-East Region 248,000 571 172,000 v 5,282
Border Region 216,000 805 144,000 5,456
West Region 228,000 392 193,000 4,559
Mid-West Region 274,000 378 182,000 3,242
South-West Region 319,000 1,098 250,000 o NS
| Nationwide 383,000 10,885 286,000 45,647

Source: Property Price Register
*Values Excludes Non-Market Sales. Figures rounded to nearest thousand




The Affordability Divide
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Current Affordability Family A Family B Family C Family D Family E Access to New Housing Stock in the Greater
Household Income € 30,000 € 50,000 € 75,000 € 100,000 € 150,000 _ I o
Mortgage Now (3.5x) € 105,000 € 175,000 € 262,500 € 350,000 € 525,000 Dublin Atea (GDA} s significantly limited tor
Households with income of €50,000 or less
Purchasing Power*** € 123,500 € 205,882 € 308,823 € 400,000 € 583,000 [Family A & B] even with Help to Buy Schemes
New Housing - Mortgage Market Access and a 10% deposit.
Family A Family B Family C Family D Family E N
With >60% of Housing Stock aimed at
Purchasing Power <€123,500 < €205,882 < €308,823 < €400,000 < €583,000 ! or INew. higtising stack almed =
Greater Dublin Area <1% 4% 43% 72% 91% v Household Incomes over €75,000 and/or Cash
Midland Region 23% 78% 94% 98% 98% - 's Buyers / Investors in Greater Dublin Area, there
South-East Region 9% >6% 89% 97% Hs is limited supply at the lower end of the
Border Region 20% 56% 95% 95% - N " iy
West Region 24% S4% 38% 95% market despite demographic demand.
Mid-West Region 12% 43% 80% 95
South-West Region 8% 28% 46% . While second-hand homes do offer better
Nationwide 5% 18% >4% 79% 94% market access for lower-income households
Second-Hand Housing — Mortgage Market Access nationwide, this is still limited in Greater
Greater Dublin Area 3% 16% 47% Dublin Area, where competition from investors
Midland Region 38% 78% 95% for the same stock is also highest.
South-East Region 35% 72% 92%
Border Region 49% 80% 95% [ ) I ——
West Region 37% 66% 33% though house prices are higher In Dublin,
Mid-West Region 34% 68% 91% i this is driven in part by a lack in lower-income
South-West Region PEY 53% 82% housing supply, driven in part by increased
Nationwide 22% 47% /2% cost of construction and borrowing restrictions.

Source: Property Price Register - Initiative Ireland Analysts have adjusted to exclude non-market sales and errors
***Help to Buy (HTB) inclusive as applicable




Mortgage Vs. Rent - The Reality of Affordability

= Minimum cost of construction in Dublin is leaving
inadequate margin for development of lower-income

housing for the Private Market.

e Central Bank’s nationwide 3.5x Gross Income cap

age borrowing is locking-out buyers at the

GDA market too soon in the cycle,
ty of new builds.
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Current Affordability

Household Income

Mortgage Now (3.5x)

Purchasing Power**

Mortgage Model 1

Purchasing Power™*

*

*

Family B

% Monthly Gross Income

Family B

% Monthly Gross Income

Family A
€ 30,000
€ 105,000

€ 122,807

€ 150,000

€176,470
+44%

=24.6%

Family B
€ 50,000
€ 175,000

€ 204,678

€ 250,000

€2943 17
+44%

=24.6%

Example A: 1 Bed, Apartment, Swords
Monthly Mortgage (Fixed)* | Equivalent Rent™
€720 € 1,300
17.3% 31.2%

Example B: 2 Bed, Second-Hand Home, Crumlin
Monthly Mortgage (Fixed)* | Equivalent Rent™

€720 € 1,900

17.3% 45.6%
Family C Family D Family E
€ 75,000 € 100,000 € 150,000
€ 262,500 € 350,000 € 525,000
€ 306,980 € 400,000 € 583,000
€ 350,000 € 450,000 € 625,000
€400,000 €500,000 €694,444
+30% +25% +19%
=23% =22% =20.5%

Table: Affordability Segments designed to illustrate income requirements relative to housing sales

*Mortgage Example = 30 years at 2.80% Fixed for 5 years **Research Source Daft.ie

***Mortgage + Help to Buy (HTB) of 5% on sales up to €400,000 and 10% Deposit



Initiativelreland

Secured Lending Specialists

About Initiative Ireland

Founded in 2015, Initiative Ireland is a Social Impact Finance firm, specializing in the sourcing, funding and management of social, affordable and mid-market housing development
loans across Ireland. The company provides competitively priced loans, to experienced developers. All loans are co-funded by Initiative Ireland’s community of Private, Corporate and
Institutional Clients and secured against Irish Real Estate, to provide in excess of 133% collateral security to co-lending clients.

More Information: www.Initiativelreland.ie

About the Report
Initiative Ireland has produced this report to help increase awareness of and promote a dialogue with regard to the Irish Housing Market. The report aims to combines publicly
available sources of information, in a meaningful way, to provide an objective overview of the market inclusive of insights and overall trends.

Disclaimer

The information provided has been gathered from third party sources as disclosed and cleansed of any data considered to be misleading or erroneous, with reasonable care and the
intention of providing an accurate view of the market. Initiative Ireland does not make any statement as to the accuracy or completeness of information provided. We reserve the right
to vary our methodology and to edit or discontinue the indices, snapshots or analysis at any time for regulatory or other reasons. Persons seeking to place reliance on any information
contained in this report for their own or third party commercial purposes do so at their own risk. The publication and distribution of this report does not constitute financial or market
advice.

Initiative Financial Services Limited, t/a Initiative Ireland is a private limited company registration number 563769. Initiative Ireland is a registered Data Controller, registration number 16237/A. Initiative Ireland is a
partner of MANGOPAY, a public limited company incorporated in Luxembourg (Number B173459) and approved as an electronic money institution by the Financial Sector Regulator (CSSF), Luxembourg. Information
provided is provided on a non-advised basis and does not constitute financial advice. For further information, including terms of business which apply, please visit www.Initiativelreland.ie
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