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Introduction

M Ireland’s property market has had an exceptional experience over the past

17 years.

® [rish domiciled real estate funds (IREFs) have seen their Irish property

assets increase from €1bn to €14.5bn between end-2012 and end-2016.
B Now own 53% of total CRE stock as of end-2016.
M Despite this, little is known about them. This paper seeks to answer two

questions on them:

> Where and in what are they investing?

» What drives investment into them?
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MELGIER




Literature and Data

M Previous literature includes:

» Descriptive work: McCarthy (2017) and real estate agent market commentary.

» Real estate fund investment flows and Fund Return: Ling and Naranjo (2004), Yung (2006) and Downs et
al. (2016).

» Mutual fund investment flows and alternative investment opportunities: Grose (2011) and Sebastien and
Weistroffer (2007).

» Cross border real estate investment: Baum et al. (2013).

Data
B Questions being asked require data beyond standard statistical return. To answer them, | construct:
» A property-by-property dataset from audited financial statements.

» An individual shareholder dataset from each fund’s shareholder register.
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The where of IREF Investment

Total Property Holdings of IREFs - Dublin vs. Ireland
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Source: Audited financial statements, author’s calculations
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The what of IREF Investment

Dublin property holdings by property type-
at Q4 2016

€ billion
M Looking at Dublin vs. Rest of Ireland:
M Both consist of mostly commercial property...
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: : M ...but the composition of commercial property holdings differs.
Ireland ex-Dublin property holdings by

property type — at Q4 2016

€billion
M Residential property makes up small amount of total for each area.
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Modelling Investment into IREFs

M In essence the analysis is one of portfolio choice.

M Therefore, changes in an investors wealth constraint, the expected return on IREF equity and the expected

return on alternative investment opportunities are the relevant explanatory variables.
M Alternative investment opportunities can be modelled as domestic, cross-sample and out of sample.
M Larger investors may have different investment opportunities available to them.

M Taxes change for foreign investors at beginning 2017.
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Model

M Analysis is conducted with a panel fixed effects model.

Yijt = Bo+ BiZjs + By X + B3Tir + ByFip + Uyt

Where:

i+ is @ matrix of fund covariates
X;: is a matrix of investor covariates
T;; is a difference in difference estimator
Fij; is a matrix of fixed effects.

u;j; is the error term, two way clustered ony fund and investor.
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Results

Variable

GDP 0.3 (0.31)
Equity - Domestic -0.24 (0.21)
Bond - Domestic 0.14 (0.67)
Real Estate - Domestic 0.94 (1.06)
Real Estate (Ireland)— Domestic 0 .00 (0.96)
FX 0.49 (0.4)
Equity — Cross Sample 0.15 (0.37)
Bond — Cross Sample -0.24 (0.57)
Real Estate — Cross Sample -3.87 (5.34)
Dividend Yield 0.13 (0.04)***
Capital Appreciation 0.00 (0.01)
Tax

Investor-Fund Fixed Effects

Quarter Fixed Effects

Investor Size-Quarter Interaction
Fixed Effects
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0.18 (0.29)
-0.25 (0.18)
0.2 (0.65)
0.84 (0.96)
0.18 (0.82)
0.34 (0.36)
0.13 (0.37)

-0.79 (0.72)
-5.28 (5.5)

0.13 (0.04)**
0.00 (0.01)

0.27 (0.33)
-0.22 (0.23)
0.11(0.7)
1.02 (1.13)
-0.08 (1)
0.45 (0.42)
0.2 (0.43)

-0.29 (0.59)
-3.89 (5.67)

0.14 (0.03)***
0.01 (0.01)

-1.23 (2.58)

Yes

Yes

No

0.16 (0.31)
-0.25 (0.21)
0.21 (0.67)
0.96 (1.07)
0.09 (0.88)
0.36 (0.4)
0.15 (0.42)

-0.62 (0.63)
-6.27 (5.94)

0.15 (0.03)***
0.01(0.01)

1.14 (3.31)

Yes

Yes

Yes

15,230

Key Results:

M |Investor covariates show no statistically

significant relationships.

B Fund covariates have expected relationship, but

only dividend yield attains statistical significance.

B Tax change appears to have had an impact

indistinguishable from zero.




Conclusion

M To conclude, I'll give an answer to the two questions raised at the start:

Where and what are IREFs investing in?

B IREFs are predominately invested in commercial real estate located in Dublin.

What drives investment into IREFs?

B Fund dividends the only variable to share a statistically significant relationship with investment.
M Tax change in 2016 Finance Act seems to have had no impact on affected investors.

B Domestic and cross-sample alternative investment opportunities do not appear relevant for investors.

&, Banc Ceannais na hEireann

) Central Bank of Ireland

Eurosystem





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /SymbolMT
    /Wingdings-Regular
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.276 841.890]
>> setpagedevice


