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House Prices in Ireland
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Summary

• Background

• House prices

– Who remembers 2006? 

– Historical nature of house prices

• Predicting 2008

– What actually happened in London and Dublin?

• Base rate, RPI and their fluctuations

– Conclusions
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Dublin house prices heading for 100 times rent earned

• Frenzy in Irish property market intensified
– price inflation accelerated to 15%. 
– Dublin prices now rising at 20% per annum, up from only 3% less than 

year ago. 

• Since April 2001, house prices up 52% on average nationwide 
but rents down 2%!
– Rents only recently recovered after three-year period in which they were 

in decline. 

• Rental yields of 1.5%, commonplace in Dublin, 
– compare with:
– 3.5% risk-free rate on ten-year gilts.
– 7% on ISEQ index

• Irish listed companies' profits are growing three times as quickly as rents in 
Dublin. 

Rossa White
Davy Research 29th March 2006
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http://www.davy.ie/other/email/econcr20060329.pdf
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Western US 1963-2005 
(1980 prices)
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House Prices (UK & ROI)
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London 1952-2006 
(1980 prices)

Log P(£)/RPI
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2006
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2011
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UK RPI
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RPI Fluctuations
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Outer London metropolitan house 
prices/RPI (2001=100)

26/05/2011
3rd annual meeting COST MP0801 

Eindhoven
16



26/05/2011
3rd annual meeting COST MP0801 

Eindhoven
17



26/05/2011
3rd annual meeting COST MP0801 

Eindhoven
18



Fluctuations: price, base rate
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Conclusions

– ‘Real’ house price bubbles exhibit degree of 
universality

– Rise before ‘bubble’ peak
– Less so, fall after ‘bubble’ peak

– Interest rate fluctuations weakly correlated 
with price returns

– RPI and inflation are more important factors
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Correlations: fluctuations base rate, 
price
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Shape of the peaks
(Roehner)
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Correlations: price, base rate
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Insolvencies up across UK
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House price bubbles
• Google →17,800,000 hits in 0.19 seconds!

• House prices | After the fall | Economist.com
– there is a troubling similarity between the house-price

boom and the dotcom bubble: 

– investors have been buying houses even though rents 
will not cover interest payments

– ... house prices have reached dangerous levels.. 

– ...house-buying mania has been plastered on the front of 
virtually every American newspaper and magazine over the past 
month...
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http://www.economist.com/opinion/displayStory.cfm?story_id=4079458
http://www.economist.com/opinion/displayStory.cfm?story_id=4079458
http://www.economist.com/opinion/displayStory.cfm?story_id=4079458
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