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Managing Directors Introduction
Who would have contemplated how drastically the commercial property market in Ireland would change over a 12 month period? It has certainly been a ‘baptism of fire’ for me in my first full year as Managing Director of the Irish business of CB Richard Ellis. Our organisation was understandably cautious about property market prospects 12 months ago, realising that we were entering the downward phase of the cycle, but nobody anticipated the scale or speed of the decline in performance of the property market globally or indeed domestically during 2008.  
We believe that the four ‘pillars’ of the property market include a positive economic backdrop, a ready supply of funding to support investment and development, confidence and a healthy balance between supply and demand in the occupier markets.  If we consider each of these elements, it is fair to say that everything conspired against the property market in 2008.  Economic prospects for Ireland and many other economies were significantly downgraded during the course of the year and liquidity all but dried up in the financial system. Both of these factors contributed to a deterioration in sentiment and significant decline in transactional activity in the Irish market during the last 12 months. The investment and development sectors of the property market were particularly hit, with a notable decline in values and transaction levels compounded by a lack of liquidity in the banking system. The hotel and pub markets were also severely impacted by this lack of funding.  
The occupier markets fared somewhat better, in the first half of 2008 at least, with strong levels of take-up recorded and rents and capital values essentially holding their own.  However, as the year progressed, the financial market turmoil and sharp economic downturn began to impact on occupier demand across many sectors. The only positive is that unlike other previous downturns in the Irish commercial property market, the development community have been extremely prudent and have essentially curtailed a significant proportion of schemes that would otherwise have been developed and contributed to oversupply. As we look to the 12 months ahead, there are some positive notes emerging, not least that interest rates are starting to decrease which should improve confidence and stimulate activity to some extent.  Property values haven fallen to new levels which will undoubtedly give rise to some excellent buying opportunities during 2009.  However, no-one is denying that the property market will, for the most part, remain very challenging over the course of the next 12 months and that it will likely be 2010 before we are through the worst of this unprecedented downturn. 
In this report we have attempted to give an honest assessment of our expectations for each sector of the commercial property market for the year ahead. We wish you every success in what will no doubt be a challenging year and we look forward to working with you during 2009.
Finally, I would like to take this opportunity to wish my predecessor Pat Gunne every success in his new role as Managing Director of Green Property. Pat built a truly remarkable business over his twelve years at the helm and will be missed by everyone at CB Richard Ellis.

Guy Hollis, Managing Director, CB Richard Ellis, Ireland

2
Irish Capital Markets

A lack of liquidity in the financial system brought the Irish investment market to a standstill last year. Indeed, less than €500 million was invested domestically in 2008 compared to €1.9 billion the previous year. With investor sentiment at an all-time low, property yields increased and capital values declined at a faster rate than anyone had anticipated.  All European markets were affected to varying degrees but the most significant value declines occurred in the UK and Ireland where yields moved out first.  In Ireland, property yields increased by as much as 200 basis points and more in some cases during 2008. 
Although it is hoped that liquidity will improve over the coming months, we nonetheless expect conditions in the Irish investment market to remain challenging in 2009. With many investors and developers under financial pressure, there may be an increase in distressed sales this year although it is impossible to say if this will result in prime investment properties being offered for sale. Nevertheless, there are likely to be some excellent buying opportunities (both on and off-market) for those in a position to purchase.  Given the difficulties raising finance, some properties may come to the market in the form of sale and leasebacks as corporates strive to raise capital from their real estate holdings. However, investors remain cautious and will be unwilling to purchase properties until such time as they believe that values have bottomed out. In the interim, capital values will remain under pressure and will not be helped by the fact that there is little prospect of rental growth in any of the occupier markets in the short to medium term. In the absence of transactional evidence, it is difficult for many vendors to accept the degree to which commercial property values have deteriorated from their peak. However, vendors will have to be very realistic on pricing to secure sales in the current environment.  
Investor demand is likely to be focussed on prime office and retail assets as opposed to secondary properties or locations. The profile of investors in the Irish market in 2009 will be quite different from recent years. Investors will primarily comprise high-net-worth individuals and families with cash and equity to invest, many of whom may not have invested in the Irish market for some years.  We could also see some international interest in the Irish market in 2009 considering the decline in values that has occurred and the move by Government in Budget 2009 to reduce the rate of stamp duty on commercial property from 9.0% to 6.0%. However, we may need to see economic conditions stabilise before these buyers commit to transactions. Institutions are likely to continue to be net sellers of property this year. 
Considering the extent of yield adjustment that has taken place over the last 12 months, properties in the Irish market will be self-financing as interest rates decline further and this should stimulate buying appetite.  However, without an improvement in funding, yields will remain under pressure. In total, assuming an improvement in liquidity, we expect to see somewhere between €500 million and €750 million invested in Ireland in 2009. Buyers in 2009 will be buying on the basis of passing rents and not reversionary prospects.  It is likely to be 2010 before Irish property returns appreciate and transactional activity improves to any significant degree. 
3
UK Capital Markets

A significant decline in commercial property values exacerbated by a severe lack of liquidity to support purchasing activity had a devastating impact on investor activity in the UK last year.  The result was a dramatic decline in transactional activity in all sectors of the UK investment market. Irish investors, who were very active in the UK market for much of the last decade, last year spent approximately €1.25 billion in the UK compared to the €4.75 million they invested in 2007. 
The UK market was the first European property market to experience yield shift in the latter half of 2007. As the financial crisis gathered pace during 2008, prices moved out considerably, particularly for secondary properties, and there continues to be no clear signs that values have stabilised at the time of writing.  Buyers therefore remain cautious and investor sentiment remains extremely weak. While there is no certainty that 2009 will mark an upturn in the cycle, it is inevitable that some investors will re-enter the UK market this year considering the extent of yield shift that has occurred and the fact that interest rates are now on a downward curve. In an environment where prime yields in some locations are now trending higher than their 10-year average and funding costs are easing, some excellent buying opportunities will undoubtedly present themselves. Over the course of 2009, many property owners may encounter problems re-financing transactions as the credit markets remain challenging. With the majority of properties coming to the market likely to be forced sales, potential investors will be in an excellent bargaining position and vendors will have to be very realistic on pricing to affect sales. 
We expect to see an increase in transactional activity in the UK investment market in the first half of 2009, particularly from Sovereign Wealth Funds and German open-ended funds.  However, we are unlikely to see Irish investors focusing on the UK market to any significant degree until such time as there is evidence of prices stabilising and reasonable financing terms on offer.  Even then, investors will remain very selective and buying activity is likely to be relatively subdued relative to the quantum of Irish investment in the UK in recent years.  Investment activity, when it occurs, will be primarily concentrated in central London, which is expected to stabilise first.  While the short term outlook for the occupational markets in the UK is negative, investors purchasing in 2009 will have to take a medium to long term view on the basis of pricing, location and cash flow. In any event, considering the changed financial landscape, investors will inevitably require considerably more equity or cash to invest than was the case in the past number of years.  
The long-term prospects for the UK property investment market are positive.  The length and severity of the current downturn will however depend on the economic environment, the availability and cost of finance and investor sentiment.  The UK market was the first property market in Europe to see a significant fall off in values and is therefore likely to be the first to stabilise, albeit values are likely to overshoot before stabilising as in all other cycles. 
4
Office Agency

The office sector performed relatively well last year despite the economic backdrop but letting activity will be considerably weaker in 2009 as the full impact of the financial crisis continues to spill over into the real economy. The office sector is heavily reliant on underlying economic conditions, particularly employment generation. Therefore, with the unemployment rate in Ireland likely to increase to as high as 10.0% over the next 12 months, we expect to see Dublin office take-up decline from the record levels of lettings achieved in recent years to somewhere in the order of 120,000m2 in 2009. This assumes that the re-structuring that will occur in the financial services sector this year will result in requirements for office space. 

Demand for office accommodation began to weaken noticeably in the latter half of 2008 as many potential occupiers began to put expansion and re-location plans on hold. The availability of office accommodation will increase during 2009 as companies cut staff numbers and rationalise in an effort to cut costs. This coupled with new office schemes due to complete this year will inevitably lead to an increase in the overall vacancy rate in the Dublin office market over the course of the next 12 months. The most significant impact of increased supply and reduced demand is that any lease negotiations will become considerably more protracted. In addition, landlords, who heretofore have been agreeable to offering inducements but reluctant to reduce headline office rents, will come under increasing pressure to offer more attractive terms and conditions to attract potential office occupiers to their particular schemes. 
Tenants are in a strong bargaining position in this market. In addition to seeking reduced rental levels, many are demanding other inducements such as break options and rent-free periods. Against this backdrop, there is potential for prime office rents in Dublin to decline by as much as 20% over the course of 2009, with particular pressure on suburban office schemes.  We also expect to see an increase in short-term lettings this year, to some extent as a result of tenant demand but also driven by landlords seeking to generate cash flow as bank liquidity and funding issues continue.  
A number of new office schemes are due to come on stream in Dublin over the course of the next 12 months including 16,441m2 at The Chase building and 16,680m2 at No. 1 Central Park in Sandyford; 10,850m2 at The Point in Dublin Docklands and c. 22,181m2 respectively at Burlington Plaza and 4 & 5 Grand Canal Square in Dublin 4. It is encouraging that a large number of proposed office schemes are being put on hold, which in turn will prevent the same degree of oversupply that characterised previous downturns in the Irish market.  The Dublin office sector has for many years been heavily reliant on lettings to financial companies. Considering what transpired in financial markets last year this trend will undoubtedly change in 2009. Another outcome of last year’s events is that landlords will be increasingly mindful of tenant covenant strength when negotiating lettings going forward.  
While it is inevitable that many large office moves will be put on hold until economic conditions improve, any tenants in a position to move will undoubtedly be able to negotiate some very attractive letting deals over the next 12 months. In summary, we expect to see a reasonable level of take-up being achieved in 2009 despite the economic backdrop. 
5 Retail Agency
The Irish retail market witnessed a very sudden and dramatic turnaround in performance in the latter half of 2008 as economic conditions deteriorated sharply and consumers reined in spending. This decline in retail sales activity will undoubtedly continue in 2009. For various reasons, the outlook for expenditure growth in Ireland in the short to medium term is weak. With the economy in recession, many retailers will find 2009 very challenging considering the very significant pressure on cash flows. The exception will undoubtedly be value-led retailers who will continue to gain market share. It is inevitable that some retailers will cease trading over the next 12 months as conditions deteriorate further and we expect to see some further consolidation occur in the Irish market as some retailers capitalise on this.  
From a property perspective, a number of retailers have postponed location decisions and expansion plans until economic conditions improve. Transactional activity in the retail sector will therefore be subdued this year. That said, those in a position to sign deals in 2009 will be able to secure very attractive terms and conditions and we expect to see a number of retailers taking advantage of the relative value on offer.  With landlords having to be more accommodating in order to attract tenants to their schemes and generate cash flow, we expect to see shorter lease terms being agreed this year, particularly in secondary schemes and locations. Where appropriate, we also expect to see an increase in the number of turnover-based transactions negotiated in 2009. Tenants are all looking for better deals and expect landlords to deliver reduced rents, more break options and in many cases capital contributions to secure lettings.  Considering the imbalance between supply and demand in some locations in Ireland it is inevitable that retail rents will experience some decline over the course of the next 12 months.  
An inevitable result of the slowdown in the retail sector is a decline in the quantum of new retail schemes being developed which in turn will reduce supply for those retailers looking to expand. While a large number of new retail projects are being put on hold indefinitely as a result of scarce and costly finance, rising yields and tough occupier markets, it is encouraging that a number of significant schemes around the country are proceeding regardless. The fact that John Lewis recently announced plans to open their first Irish store in the Dublin Central scheme in Dublin city centre is a vote of confidence for a sector where the medium to long term prospects remain good. 
The economic climate for retailers over the next few years will be challenging with significant pressure on costs and discretionary spending compromised as the rate of unemployment increases.  Despite the backdrop, we expect to see some new entrants to the Irish retail market in 2009 with a number of new US and European retailers still interested in locating here and seeing this as an opportune time to conclude transactions.  The reality is that deals will still be agreed despite the short term outlook for the economy and the retail sector.  Those retailers that adapt their business to the changed environment will trade through this cyclical downturn regardless.  One positive outcome of the current difficulties will be a more collaborative approach between landlords and retailers going forward.  
6 Industrial Agency
2008 was a year of two halves in the Irish industrial market. While activity remained steady in the first half of the year there was a marked deterioration in transactional activity in the latter months of the year as weakening economic conditions and a lack of bank funding began to impact on occupier demand and requirements. The most significant impact of the difficulty in sourcing funding was a notable shift towards renting as opposed to purchasing and this is likely to continue to be the trend in the industrial sector in 2009. 
We expect demand for short-term lettings to increase as industrial occupiers focus on short-term solutions until economic conditions improve and liquidity is restored.  Although the overall level of transactional activity in Dublin in 2009 is expected to be down compared to last year’s take-up of some 175,000m2, we expect to see a healthy level of industrial lettings concluded during 2009.  However, as in other occupier markets, there will undoubtedly be more flexible terms and conditions on offer to tenants and we expect to see an increase in the number of lease deals with purchase options completed, particularly for starter units. In this climate, we expect to see increased demand for tenant representation in negotiating transactions. This in turn will lead to more competitive terms for tenants and more protracted negotiations.

While there are a number of new industrial schemes due to complete during the next 12 months, considering the economic backdrop there is likely to be little new speculative accommodation commenced in the industrial market in 2009. This curtailment in development activity will ensure that any deterioration in industrial rents witnessed in 2009 will be minimal.  We expect prime rents in the Dublin industrial market to remain relatively constant at approximately €118 per square metre during 2009.  While rents are unlikely to experience any notable decline, there is likely to be more significant pressure on industrial capital values considering the reluctance of occupiers to purchase units in the current climate. This deterioration in capital values will be more acute in provincial locations and along road corridors where there is a ready supply of available premises.  Any occupiers who are in a position to purchase premises in this economic climate will fare very well.  This is particularly true for those in a position to purchase industrial sites considering the decline in land values that occurred last year and the relative value on offer.  
A key requirement to kick-start activity in this sector of the market is liquidity. Industrial occupiers will be reluctant to commit to transactions until there is sufficient funding available to instil confidence and encourage occupiers to start purchasing and letting business premises. It is encouraging that a number of large requirements for industrial accommodation are simply on hold and will be re-activated once confidence returns to the market.  In any event, considering the relatively short build-time for industrial accommodation, this sector will be best placed to react when economic conditions ultimately improve. 

7
Development Land

The development land sector undoubtedly fared worst in the downturn that characterised the commercial property market in Ireland in 2008.  Stagnation in the housing market coupled with severe liquidity problems in the financial markets led to very significant declines in land values across the country. There is little transactional evidence to quantify the extent of the fall in land values. However, we believe that on average, the value of prime development sites in Dublin fell by at least 40% during 2008, while much more dramatic declines were witnessed in secondary sites and provincial land banks. 
It is difficult to see the pressure on development land prices alleviating in 2009. Assuming there is finance available to support buyers, there will be transactions concluded during 2009 but at drastically reduced values from the market peak.  Bank debt for land deals is now more difficult to obtain and considerably more expensive. Furthermore, in many cases, the value of the end product has fallen considerably and is likely to fall further over the course of 2009.  Developers therefore require a higher profit margin to reflect heightened risk in the current market.  All of these factors ultimately impact on the price developers can afford to pay for land. Considering the underlying economic situation and the fact that demand in the occupier markets continues to deteriorate, we expect the appetite for development land to remain extremely weak in 2009.  
We expect to see the emergence of banking joint ventures during 2009, as an alternative to open market sales. A lack of cash-flow is seriously affecting most developers in the current climate and we therefore expect to see a notable increase in the number of distressed sales in this sector over the course of the next 12 months. This will undoubtedly present some excellent buying opportunities for potential purchasers who are able to secure funding. The limited number of buyers will be very selective and are likely to focus their attention on prime sites. Those purchasing land will be doing so on the premise that there is likely to be a long lead-in time between purchasing and developing.  Vendors will need to be flexible on price, timing and payment structures in order to affect sales in this climate. 
Until such time as activity in the key occupier markets starts to improve, house prices stabilise and the unemployment rate starts to reduce, the demand for land will remain weak. It is encouraging that the Irish development community curtailed development activity to the extent that they did in 2008 in reaction to the market downturn despite the severe economic repercussions. As a result inventory will clear at a faster rate than many commentators anticipate and demand for land will ultimately recover. Land values will take considerably longer than other property market sectors to recover to the peaks of recent years. 
8
Hotels
It is inevitable that trading conditions in the Irish hotel industry will be challenging over the next 12 months. With the Irish economy officially in recession, discretionary spending will be curtailed further and this will undoubtedly impact on the domestic market, which has been the mainstay of Ireland’s hotels in recent years.  Overseas visitor numbers to Ireland are also projected to continue to decline by a further 3% in 2009.  Hoteliers in many parts of the country will feel that they have no choice but to reduce room rates in an effort to increase occupancy and maintain profitability and, in some cases, generate cash flow.  There is evidence already of extensive rate discounts in all areas of the country.
From a property perspective, it is expected that transaction volumes will improve compared to last year when, apart from the Bewley’s and Jury’s Inn portfolio deals, there were less than ten other notable single asset deals completed in the Irish market. Unfortunately, many of the hotel properties that will change hands in 2009 will be distressed sales as owners and financial institutions bring hotels to the market in order to reduce debt.  Others will put short term management agreements in place in an effort to achieve a turnaround and possibly, to avoid going into receivership. 
Demand for hotel properties is weaker than in recent years primarily because of ongoing difficulties in securing funding to support purchases, but also because of concerns about an oversupply of hotels and current trading conditions.  The alternative use value of hotel properties is no longer relevant considering the steep decline in land values. However, there are still a considerable number of potential buyers in the market for prime hotel assets particularly in Dublin, Belfast, Cork and Galway and for hotels with a strong trading track record in other major population centres. These buyers are well aware of market conditions and are primarily seeking out value.  Vendors will therefore have to be very realistic on pricing if they are intent on selling in 2009.   However, even if the banking crisis is resolved and funding is available, price alone will not encourage buyers to proceed if the location is wrong or the trading potential of the hotel property is not evident.
Other than some special projects in our main cities, hotel development in Ireland will probably grind to a halt in 2009 with the lack of bank funding putting a stop to the many refurbishments, extensions and new hotel developments that characterised this market in recent years. This is welcome considering the quantum of new hotel accommodation developed in Ireland over the last decade and the subsequent oversupply that now exists in many parts of the country.
While 2009 will undoubtedly be difficult for Irish hoteliers, this industry has successfully come through many different challenges in recent years. There is an extraordinarily high level of professional management within the industry which bodes well for the future. Our indigenous hotel groups and many, sensibly located and individually owned hotels, are very well equipped for survival in this particular downturn. The industry can only be encouraged as the completion date draws near for a number of exciting landmark projects. These include the long-anticipated Convention Centre Dublin, Terminal 2 at Dublin Airport, the redevelopment of the O2 arena and Lansdowne Road stadium as well as the continued rollout of the national road network. All of these will prove a boost for the Irish tourist industry and the Irish hotel market in the medium to long-term.

9
Pubs

The Dublin pub market went through a difficult trading year in 2008. Against a backdrop of deteriorating economic conditions, a decline in drink sales, rising costs and a lack of bank funding to facilitate potential purchasers, very few licensed premises changed hands in the Irish capital last year.  In fact, the volume of Dublin pub sales concluded during 2008 was down more than 50% compared to the previous year with only six properties changing hands. This trend was exacerbated by the fact that the alternative development values that had been paid for pub properties during the height of the construction boom were no longer achievable. A number of licensed properties were offered for sale on the instructions of receivers and examiners in the latter half of 2008 and we expect to see an escalation of distressed sales in this sector of the market in 2009.  
A lack of potential buyers coupled with a decline in turnover in some premises ultimately had a negative impact on the value of pub properties during the last year.  In the current environment vendors will therefore have to be very realistic in terms of their asking price if they wish to affect a sale.  We would anticipate some vendors considering a short term lease with purchase option at a later stage as opposed to an outright sale.  However, if leasing, the selection of the right operator is crucial.  
For those considering purchasing a pub business and in a position to secure funding, there will undoubtedly be some attractive buying opportunities over the course of 2009. Potential purchasers should focus on ensuring that projections for turnover and the business potential of the premises they are considering buying are realistic. 
2009 poses many challenges for the Dublin pub market, with costs increasing at a time when volumes are decreasing.  However, one has to remember that this sector has been around a long time and is a reasonably resilient business. There is no doubt however that as the year progresses, many premises will come under severe pressure if the operators fail to adapt to changing business patterns and in some cases different trading hours. A proposed “Sale of Alcohol Bill” is presently being drafted by Government introducing further licensing reforms with particular focus on the trading hours of pubs and nightclubs and the huge imbalance within the on-trade and off-trade.  The value of pub licences fell to approximately €145,000 last year and with supply increasing and demand decreasing prices are likely to decrease considerably further in 2009.

We expect to see somewhere in the order of 20 pub sales being concluded in the Dublin market during 2009 with the majority comprising private treaty transactions ranging in value between €2 million and €4 million. The licensed industry is making a concerted effort to react to the many challenges it faces in the current climate. The initiative to introduce a price freeze on drink for 2009 is one such initiative that will help sustain competitiveness and ensure that trading volumes are maintained.  However, without bank funding to enable potential purchasers to proceed with purchases, transactional activity from a property perspective will remain constrained despite the relative value on offer.

10 Northern Ireland
Having declined from 2.4% in 2007 to 0.8% in 2008, economic growth in Northern Ireland is expected to decline by -0.3% in 2009 while unemployment will rise to an estimated 6.0%.  This will undoubtedly dampen prospects for all sectors of the property market.
The office sector in Northern Ireland has historically been controlled by the public sector, who account for up to 70% of all office take-up.  Whilst this has impacted rental growth prospects it offers stability in this market where landlords have rents guaranteed by Government.  The relative cost of office rents in Northern Ireland together with its well-educated workforce and excellent IT links is attractive to occupiers as was evidenced last year by the letting to Citigroup of 8,547m2 in Titanic Quarter in Belfast.  With Grade A offices available at less than £156 per m2, it is hoped that 2009 will see more occupiers looking to locate here.  In anticipation of this, Titanic Quarter has submitted planning for a further 55,740m2 of offices.  Other schemes that will come available in 2009 include the Soloist Building at Lanyon Place and Lanyon Towers which will provide approximately 15,792m2 of Grade A accommodation.  We anticipate office take-up in Northern Ireland to reach approximately 27,870m2 in 2009. We do not envisage any rental growth in the office sector this year.
A number of new retail schemes opened in 2008 including IKEA and the Victoria Square shopping centre which have helped copperfasten Belfast as a retailing destination.  It is difficult to forecast any growth in this sector during 2009 due to the likely failure of several retail chains following the recent demise of MFI and Woolworths. However, the devaluation of sterling against the Euro meant that border towns in Northern Ireland together with retail destinations such as IKEA and factory outlet centres at Antrim and Banbridge saw an influx of customers from the Republic and some unprecedented cross-border trade during the run up to Christmas 2008.  This coupled with the cut in VAT will insulate the retail market in Northern Ireland to some extent.   Budget and discount retailers continue to thrive regardless and we anticipate further take-up within Northern Ireland from retailers such as Sainsburys, Asda, Tesco, Primark, Peacocks, Poundland and Lidl during 2009.
The hotel sector in Northern Ireland grew extensively to reach 2,700 rooms in 2008, with a further 900 rooms to be added in 2009.  Developments nearing completion include a Fitzwilliam Hotel, a Ramada, a Park Inn Business Hotel, an Ibis Hotel and Travel Inns at both Titanic Quarter and Cathedral Quarter. Considering the economic backdrop, hotels focusing on corporate business will be under pressure but tourism activity is set to increase in the short to medium term now that the Northern Ireland Assembly has finally shown support for a number of Northern Ireland Tourist Boards Signature Projects with initial funding of £43.5 million for the Titanic Maritime Heritage Building. 

Residential and development land values fell significantly in the last 12 months. Average housing values in Northern Ireland fell dramatically and are expected to decline by another 15% during 2009.  It is therefore not surprising that very few development land sales are taking place although we expect to see a number of distressed sales of residential land in 2009.  This will create opportunities for established developers who can obtain funding.
There were no significant investment transactions completed in Northern Ireland in 2008 although it is anticipated that 2009 will see an increase in ‘distressed’ sales. The greatest demand will be for properties with Government-backed tenants.

While the prospects for 2009 are sobering, Northern Ireland should be insulated against the deeper troughs of recession that is likely to hit other economies.

11 Top 1,000 CEO Survey 2009
The annual CB Richard Ellis survey of Ireland’s Top 1,000 Chief Executives is always an excellent barometer of economic and property market prospects for the year ahead.  This is particularly true in the current climate as is evidenced by the latest survey results.  According to the 2009 survey, 95% of Ireland’s Top 1,000 Irish Chief Executives said they are less optimistic about Irish economic prospects in the short to medium term than they were 12 months ago.  63.0% of survey respondents said they expect the Irish economy to contract by a rate of more than 2.0% in 2009, while 36.0% of respondents expect a contraction of between 0.0% to 2.0% this year. Only 1.0% of respondents to the survey expect the Irish economy to grow between 0.0% and 1.0% during 2009.
The survey was compiled prior to the 0.75% cut in ECB base rates in December 2008 and it is interesting to note that a phenomenal 98% of the Top 1,000 Chief Executives in Ireland had expected that the European Central Bank (ECB) would cut interest rates.  Only 2.0% of respondents believe that ECB base rates will rise slightly this year.  Regarding UK interest rates, the vast majority of Irish managing directors (97%) believe that UK interest rates will be cut again during 2009.  2.0% of respondents believe UK interest rates will be kept on hold this year and 1.0% of Irish Chief Executives believe that UK base rates will rise slightly in 2009.  Probably due to the fact that US interest rates are already at extremely low levels, 56.0% of respondents believe that US interest rates will fall only slightly in 2009. However, 23.0% of Irish CEO’s believe that US rates will remain at current levels and 17.0% believe US rates will fall significantly this year.

When asked what factor had the most negative impact on the Irish economy last year, it is not surprising that over half of respondents cited funding issues arising from the credit crunch (51.0%), with the slowdown in residential construction accounting for a further 37.0% of responses. The remaining 12.0% of respondents cited rising energy prices, inflation, rising consumer debt and a loss of competitiveness as having the most negative impact on economic activity in Ireland in 2008.  Interestingly, when the top 1,000 CEO’s in Ireland were asked to indicate factors that are likely to have the most negative impact on economic performance this year, the most significant issues were identified as funding issues arising from the credit crunch (65.0%), a loss of competitiveness (20.0%), and rising consumer debt (11.0%).  

Reflecting the flight to security by investors in the past year, 65.0% of the Top 1,000 Chief Executives who responded to the 11th annual CBRE survey cited bank deposits as their preferred investment choice and 86% of respondents indicated they are more favourable to bank deposits than they were 12 months ago.  This reflected a fourfold increase from the previous year’s survey when only approximately 15% of respondents stated a preference for bank deposits over other investments.  It is also not surprising that the number of respondents who identified equities as their preferred investment option declined significantly year-on-year.  19.4% of respondents stated a preference to invest in equities which is approximately half of the number that expressed a specific preference for equity investment in 2008. The decline in the number of Irish CEO’s identifying property as their preferred investment was startling. Indeed, in the 2009 survey, only 2.0% of respondents stated a preference for residential property in either Ireland or in the UK and Europe while only 4.0% of respondents indicated that Irish commercial property was their number one investment choice.
42.0% of the Chief Executives that responded to the CB Richard Ellis survey believe that residential property values will decrease significantly over the next 3 year period while a further 37.0% believe that house prices will decrease slightly over the timeframe.  Only 11.0% of Irish Chief Executives believe that residential property values will increase slightly over the next three years.  On commercial property, the outlook was similar, with 36.0% of respondents indicating that they believe commercial property values will fall significantly over the next three years. 40.0% of respondents are however forecasting that commercial property values will fall only slightly in the period. 17.0% of Irish CEO’s indicated that they believe commercial property values will increase slightly over the next 3 years.   Dublin offices was chosen as the sector of the commercial property market that will perform best over the next three years by 46.0% of respondents, with Dublin retail property and Dublin industrial property expected to perform best by 23.0% and 22.0% of respondents, respectively.  

Bank liquidity was the most critical issue that should be addressed by the Government over the next three years according to a majority of the survey’s respondents (56.0%), although competitiveness and government finances were not far behind, having been highlighted as the top priority for Government to focus on by 41.0% and 40.0% of respondents, respectively.  

