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Housing Market Bulletin - March 2010

Construction Activity Continues to Decline - But Not All Bad News

Number of new housing registrations falls further
The level of new house guarantee
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new registrations has dropped to just
over 2,000, compared to 7,000 at the
start of 2009 and over 70,000 at the height of the housing market boom. These figures illustrate the
continuing decline in new construction activity by property developers (once-off properties and local
authority builds would not typically avail of the house guarantee schemes).

Source: DoEHLG, AIB ERU Calculations

Fall in output necessary to erode overhang of unsold vacant stock

The overall level of new residential construction activity, as illustrated by commencement data,
continues to get support from one-off builds, which have been declining at a significantly slower pace
than for multi-unit developments. However, unless there is a marked pick-up in overall new housing
starts, completions could struggle to meet our already modest forecasts of just 13,000 units this year
and 10,000 units in 2011 - in which we have assumed an element of completion of work already in
hand.

As we have consistently argued, though, while the outlook for the residential construction industry
remains depressed, such low levels of housing output are below expected household formation - even
allowing for outward migration flows - and as such will serve to gradually erode the excess of unsold
vacant stock which is currently overhanging the market.

Level of overstocking in rental market falling while rents may be stabilising

Meantime, there is some evidence of a fall back in the level of overstocking in the rental sector. Daft.ie
report that there has been a significant (20%) reduction in the stock of properties available for rent on
its website since the number of rental properties peaked in August last year. However, though now at
19,000 compared to peak stock levels of 23,000, the number of properties for rental on the website is
still well up on the 6,000 level of two years ago. At the same time, there is an indication that rental
levels may have stabilised in recent months. Indeed, though rents are still down 25% from their early
2008 peak, Daft’s rental index rose slightly in January, the first monthly increase in rental levels since
that time.

Activity apparently picking up in existing homes market

Furthermore, there are indications of signs of life in the existing homes market, with MyHome.ie
reporting a three fold increase in the number of ‘Sale Agreed’ properties in January compared with the
same month last year. In addition, MyHome have seen a consistent pick-up in the numbers of Sale
Agreed second hand properties since September last year, which goes against the normal seasonal
trend in the market. The property website also report that the positive trend appears to have continued
in February. Furthermore, MyHome report an increase in the number of visits to its website, as well as
in the number of enquiries being made through the site to estate agents.

Thus, while residential construction activity remains depressed, there are some hints of more positive
trends emerging for the Irish property market.

All data quoted are sourced from official and reliable sources unless otherwise stated
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Completions/Registrations/Commencements
26,420 units were completed in 2009, compared to 51,724 in 2008, a
decline of 49%. Lead indicators, meanwhile, continue to suggest that
the level of output will continue to fall and completions may well
struggle to meet our forecasts for just 13,000 units this year and
10,000 in 2011. Commencements, which exclude local authority builds,
are currently running at a seasonally adjusted rate of just over 8,000
per annum, largely reflecting single-units which now account for over
70% of all commencements.
developments) continue to weaken and are now running at a seasonally
adjusted rate of a little over 2,000 per annum.
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Feb-10 (e) Jan-10 Dec-09 Nov-09 Oct-09 Dec-09 Nov-09 Oct-09 Sep-09
Registrations (HomeBond & Premier) Completions (DoEHLG)
Year to Date Y/Y -57.8 -38.2 -70.5 -70.2 -71.4 Month 2,033 2,033 1,997 2,096
Cumulative 12 Mth Total 3,333 3,651 3,743 4,195 4,400
Cum 12 Mth Tot Y/Y -67.8 -68.2 -70.5 -68.3 -70.8 Year to Date 26,420 24,387 22,354 20,357
Commencements (DoEHLG) Y/Y % -48.9 -49.3 -49.0 -49.1
Year to Date Y/Y N/A N/A N/A N/A -62.9 Cum 12 Mth Total 26,420 28,021 30,265 32,095
Cumulative 12 Mth Total N/A N/A N/A N/A 9,622 Y/Y % -48.9 -48.7 -47.9 -47.9
House Prices 9% National House Price Inflation %
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Source: permanent tsb/ESRI
Dec-09 Nov-09 Oct-09 Sep-09 Aug-09 Dec-09 Nov-09  Oct-09 Sep-09
permanent tsb/ESRI House Price Inflation % permanent tsb/ESRI %
National M/M -3.6 -3.1 -1.8 -1.1 -1.5 Dublin Houses Y/Y -20.6 -18.7 -19.1 -19.1
National Y/Y -18.5 -16.2 -13.9 -13.1 -13.0 Outside Dublin Y/Y -15.3 -13.7 -11.5 -11.8
Average House Price € Average House Price €
National 221,211 228,347 232,584 235,260 238,828 Dublin 291,425 292,631 300,466 306,795
Outside Dublin 194,603 199,754 201,853 204,524
Mortgage / Loan Growth Residential Mortgage Lending
The level of mortgage lending outstanding fell in January for the tenth " Adjusted* Series: YoY % Change
consecutive month and the growth rate, at -0.7% yoy, was in negative »
territory for the third month running. Reflecting depressed housing » M\
market activity, stamp duty receipts (from all sources, not just housing) »
continue to fall, though the pace of decline appears to be moderating.
They were down by 34% in January/February, having declined by 44%
in 2009 (and 48% in 2008). Meantime, Irish Banking Federation data s
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modest 11% yoy in the quarter (movers -38%; investors -76%). Source: CBFSA!
* Adjusted for Securitisations and Reclassification
Feb-10 Jan-10 Dec-09 Nov-09  Oct-09 Q409 Q309 Q209 Q109
Residential Mortgages (CBFSAI) Irish Banking Federation
Adjusted Y/Y % N/A -0.7 -0.3 -0.1 0.2 Total Drawdowns 9,946 12,189 12,686 10,997
Y/Y % -46.8 -56.4 -63.9 -61.4
First Time Buyer Y/Y % -11.3 -34.6 -47.9 -45.6
Stamp Duty Receipts (Dept of Finance) FTB Average Value € 206,865 210,210 206,517 221,734
YoY % -30.8 -40.0 4.7 -8.3 -47.3 Investor Y/Y% -76.2 -77.9 -79.4 -74.6
Cum YTD YoY % -33.8 -40.0 -43.7 -47.8 -49.8 Mover Purchaser Y/Y % -38.4 -54.9 -58.7 -57.7
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