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Introduction
The Medium-Term Expenditure Framework is a set of administratve procedures employed for the 
management of Voted Current Expenditure over the medium term by way of three-year ceilings. The legal 
basis for these ceilings is set out by the Ministers and Secretaries (Amendment) Act 2013 (the Act). These 
ceilings	were	first	introduced on	an	administrative basis in	2012,	under	the	Comprehensive	Expenditure
Report 2012-2014, and were subsequently place on a legal and procedural footing. 

Ceilings are set out in each Budget for the following three years (e.g. Budget 2019 includes ceilings for 
2019, 2020 and 2021). These ceilings cover Voted Expenditure in addition to the National Training Fund ) 
and the Social Insurance Fund. The ceilings are set at an aggregate level, and also at Ministerial Vote Group 
level.

Capital and Current Expenditure
Since 2014, ceilings have been given for both capital and current expenditure in the Budget. However, the 
process for	setting	these	ceilings	is	different. The	capital	expenditure ceiling	is	mostly	set	and	modified	as	
part of the National Development Plan. Meaning that while the proportional growth in capital expenditure 
ceilings is very large, changes to capital ceiling tend to be the result of conscious decisions and central 
planning for the level of capital invest to be made in the coming years. However, as Figure 2 shows, 
the relationship is inverted when absolute values are used. The absolute value of revisions in current 
expenditure ceilings	is	significantly	larger than	those	for	capital.
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 Key Messages

 y This is a follow up to publication 34 of 2021 by the PBO, this paper will focus on  
the affordability of housing.

 y After the 2008 recession, earnings declined and became stagnant for years until 
2015.

 y From the property price trough in 2012 to 2020, house prices increased by 77% 
which was significantly higher than wage growth of 23% over the same time 
period. 

 y From 2010-2020 Dublin properties were on average, 1.55 times more expensive 
than national house prices.

 y About 36% of new market property transactions took place in the Dublin 
Commuter region during the first half of 2021, compared with 25% in 2011.

 y In September 2021, annual house prices increased by 11.5% in Dublin and 13.2% 
outside Dublin.

 y In Leinster (excluding Dublin), prices were 11.4% higher in September compared  
to 2020.

 y The closure of businesses due to health restrictions resulted in a shift from 
consumer spending to savings. 

 y At the end of September 2021, Irish savings reached a record high of €135bn.

 y The total value of mortgage drawdowns in the first three quarters of 2021 was  
€7.2 billion compared with €5.2bn in 2020.

 y The value of mortgage approvals in the first 10 months of 2021 was higher than 
the full year of approvals in 2019.

 y Rents are more than 40% above their pre-crisis levels in Dublin and 20% higher 
across the rest of the country.

 y There were just 820 homes available to rent in Dublin on 1st November 2021 and 
1,460 homes available to rent nationwide.

 y From 2011-2020 rent has been increasing at an average rate of 5.3% per year.

 y Demographia International Housing Affordability Survey price to income ratio 
classes anything over 5 as “severely unaffordable”. It classified Dublin as 5.4 in 
2020.

 y In 2020, 36% of Irish people aged between 25 and 29 lived at home with their 
parents.

 y Since 2007, homeownership declined by 10 percentage points to 67.6% in 2016, 
while the number of households renting rose from 21% to 28%.

 y Home ownership has collapsed among adults of a prime working age (25-54) 
since the financial crisis, this is partly caused by rising rents and surging house 
prices.
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Introduction
This paper is the second in a two-part series on the housing market in Ireland. The first 
paper gave a snapshot of supply side factors affecting new dwelling completions.1  This 
paper will focus on the affordability of housing, and metrics used to measure it over 
the last ten years. The paper begins by looking at the rise in house prices compared to 
annual earnings. Following this, the paper discusses the impact of inflation on workers’ 
spending power, reducing their ability to afford a home despite rising wages. Next, the  
paper compares the average rise in house prices in Dublin with all counties from 
2010-2020. The paper then focuses on the savings glut which manifested itself into 
mortgage deposits and saw mortgage approvals rates soar. Following this, the issue 
of rising rents and low availability of accommodation is discussed. In the subsequent 
paragraph, the price to income metric is used as an indicator of affordability. This 
report ends by explaining how all the above factors have contributed to the decline in 
homeownership. It outlines the challenges for potential homeowners in the form of 
inflation, rising rents and high house prices. The last paragraph provides a summary of 
the paper and outlines the key points from each sections.

1 PBO (2021) Snapshot of the Housing Market in 2021 (Part 1)

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-12-06_snapshot-of-the-housing-market-in-2021-part-1_en.pdf
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Income
Figure 1 shows the annual change when comparing house prices and median annual 
earnings from 2011 to 2020.2 After the 2008 recession, earnings declined and became 
stagnant for some years. From the property price trough in 2012 to 2020, house prices 
increased by 77%, dwarfing nominal wage growth of 23% over the same time period. 
Some of the house prices increase would reflect a recovery from the crash, and then 
subsequent increases. For some, the widening gap between average house prices and 
earnings is making homeownership unachievable. High prices relative to income are 
pushing potential buyers out of the market and into rental accommodation, social 
housing or emigration.

Figure 1: House Prices vs Earnings
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Inflation
There has been a mismatch between supply and demand following the reopening 
of the global economy. In America, inflation reached 6.2% in October 2021,3 while 
in Europe, inflation reached 4.1%,4 its highest level since before the financial crisis. 
Irish consumer prices were 5.1% higher in October than a year earlier, the largest 
annual change in prices since 2007.5 EU forecasts show Irish inflation will be the joint 
fourth highest in the eurozone next year, as energy costs spike though the winter 
months. The European Commission forecasts Irish and UK inflation of 3.1% and 3.2%, 
respectively, for 2022.6 This is well above the 2.2% average forecasts for the whole of the 
eurozone next year.7

2 CSO (2021) HPA05, NEA05
3 Bureau of Labour Statistics (2021) Consumer prices increase 6.2 percent for the year ended October 2021 
4 Eurostat (2021) Annual inflation up to 4.1% in the euro area
5 CSO (2021) Consumer Price Index
6 European Commission (2021) Economic forecast for Ireland
7 European Commission (2021) Autumn 2021 Economic Forecast

https://ws.cso.ie/public/api.restful/PxStat.Data.Cube_API.ReadDataset/HPA05/XLSX/2007/en
https://ws.cso.ie/public/api.restful/PxStat.Data.Cube_API.ReadDataset/NEA05/XLSX/2007/en
https://www.bls.gov/opub/ted/2021/consumer-prices-increase-6-2-percent-for-the-year-ended-october-2021.htm
https://ec.europa.eu/eurostat/documents/2995521/11563383/2-17112021-AP-EN.pdf/b67f7d33-43d7-d111-b3ed-5cbc499304b2#:~:text=European%20Union%20annual%20inflation%20was,office%20of%20the%20European%20Union.
https://www.cso.ie/en/statistics/prices/consumerpriceindex/
https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-performance-country/ireland/economic-forecast-ireland_en
https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts/autumn-2021-economic-forecast_en
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House prices
During the Celtic Tiger era, house price increases averaged 12.6% growth per annum.8 
When comparing 2015 to 2020, national house prices rose from €195,063.5 to 
€264,872.5,9 an increase of over 35% or an average of 7% per annum. While the housing 
market has not grown at the same rate as it did during the Celtic Tiger, prices have 
escalated in recent months as the average price rose by 13.5% over the 12 months to 
October 2021.10 

Figure 2 shows the gap in the mean sale price of houses from 2010 to 2020 in all 
counties compared with Dublin. During this time, Dublin properties were on average, 
1.55 times more expensive than national house prices.11 However, this trend may be 
starting to shift as potential purchasers are priced out of the Dublin market and look 
to commuter counties, as was seen in the past. The shift in construction activity away 
from Dublin is also evident in the sale of new properties. In the 12 months to May 
2021, among the highest levels of new dwellings transactions were in Kildare (40.8%), 
Meath (39.8%) and Wicklow (26.8%).12 About 36% of property transactions in the Dublin 
Commuter region during the first half of 2021 were new properties, compared with 
25% in 2011.13 In Leinster (excluding Dublin), prices were 11.4% higher, year on-year to 
September.14 In September 2021, annual house prices increased by 11.5% in Dublin and 
13.2% outside the capital.15 Strong demand means that asking prices for homes are 
rising fast, with prices outside of Dublin accelerating faster than in the capital.

Figure 2: Mean Sale Price
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8 CSO (2006) Construction and Housing in Ireland
9 CSO (2021) Residential Property Price Index September 2021
10 Daft (2021) Irish House Price Report Q2 2021
11 PBO Calculation
12 Geo Directory (2021) Geo View Residential Building Report Q2 2021
13 BPFI (2021) Housing Market Monitor Q2
14 Daft (2021) Irish House Price Report Q3 2021
15 CSO (2021) Residential Property Price Index September 2021

https://www.cso.ie/en/csolatestnews/pressreleases/2006pressreleases/constructionandhousinginireland/
https://www.cso.ie/en/releasesandpublications/ep/p-rppi/residentialpropertypriceindexseptember2021/
https://ww1.daft.ie/report/2021-Q2-houseprice-daftreport.pdf?d_rd=1
https://assets.ey.com/content/dam/ey-sites/ey-com/en_ie/news/2021/07/ey-geodirectory-geoview-residential-issue.pdf
https://bpfi.ie/wp-content/uploads/2021/09/BPFI-Housing-Market-Monitor-Q2-2021-web.pdf
https://ww1.daft.ie/report/2021-Q3-houseprice-daftreport.pdf?d_rd=1
https://www.cso.ie/en/releasesandpublications/ep/p-rppi/residentialpropertypriceindexseptember2021/
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Mortgage lending
After a significant slowdown in the second quarter of 2020, mortgage market 
activity has rebounded in 2021 in terms of both mortgage approvals and mortgage 
drawdowns. In Q2 2020, health restriction guidelines caused the housing supply to 
ground to a halt and property viewings to cease. While some employment sectors 
(e.g. hospitality) were forced to shut down for months, other sectors (e.g. IT) were 
less affected.16 This disparity meant that people were disproportionately impacted by 
COVID-19, as some were able to continue earning a salary while others were dependant 
on income supports, widening the income inequality gap. The closure of businesses 
resulted in a shift from consumer spending to savings. At the end of September 2021, 
Irish savings reached a record high of €135bn, up €13bn from last year.17 The high level 
of savings may mean buyers can bid more on homes, without breaking the Central 
Bank’s macro prudential policy,18 thus pushing up prices. This new level of saving has 
provided many with the deposit needed for a mortgage. Mortgage approval volumes 
rose by 20.9%, to 53,717 in the twelve months ending October 2021.19 The total value of 
mortgage approvals was €11.1 billion in the first ten months of 2021 compared with €8 
billion during the same period in 202020 and €9.7bn in the full year of 2019.21 Mortgage 
drawdown activity rose in volume terms by 40.9% year-on-year and increased in value 
terms by 42.3% from Q3 2020 to Q3 2021.22 The total value of drawdowns in the first 
three quarters of 2021 was €7.2 billion compared with €5.4bn in 202023 and €6.8bn in 
2019.24 The average mortgage drawdown has risen by 7.8% (€18,776) from €223,749 in 
Q3 2019 to €242,525 in Q3 2021.25

Rent
When considering housing policy, it is important to note that there are advantages 
and disadvantages to renting. Private renting has the advantage of low-entry costs, 
no investment risk, flexibility and no liability for major repair bills. However, in Ireland 
private renting provides less security of tenure than owning or renting from a local 
authority. The key advantage of home ownership in a stable housing market is that 
the owner accumulates an asset but buying a home is an investment risk that can 
occur when buying in an unstable market, and mortgage-holders are exposed to rising 
interest rates.26 

Rents are almost 40% above their pre-crisis levels in Dublin and 20% higher across the 
rest of the country.27 Rising costs are delaying the purchasing of a home, this is best 
illustrated in the decline in first-time buyers aged 30 or under buying a home falling 
from 60% in 2004 to 27% in 2020.28 The average monthly rent for a new tenant has 
risen by almost €100 (6.8%) over the past year to a record national average of €1,516 
as of Q3 2021.29 Rents have more than doubled in Dublin in the past decade because 

16 PBO (2021) Labour market Scarring 
17 CBI (2021) Central Bank provides update on the financial condition of the Credit Union sector
18 For more on CBI Macro-prudential Policy please see their website
19 BPFI (2021) Housing Market Monitor Q3
20 Ibid
21 CBI (2019) Data on New Mortgage Lending 
22 BPFI (2021) Housing Market Monitor Q3
23 Ibid
24 BPFI (2019) Housing Market Monitor Q3
25 Ibid
26 NESC (2014) Homeownership and Rental: What Road is Ireland On?
27 ESRI (2021) Monitoring Adequate Housing in Ireland
28 BPFI (2021) Mortgage Market Profile Report – H1 2021
29 Daft (2021) Irish Rental Report Q3 2021

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-09-23_labour-market-scarring_en.pdf
https://www.centralbank.ie/news/article/press-release-financial-condition-credit-union-sector-14-december-2021
https://www.centralbank.ie/financial-system/financial-stability/macro-prudential-policy
https://bpfi.ie/wp-content/uploads/2021/12/BPFI-Housing-Market-Monitor-Q3-2021.pdf
https://www.centralbank.ie/financial-system/financial-stability/macro-prudential-policy/mortgage-measures/new-mortgage-lending-data-and-commentary
https://bpfi.ie/wp-content/uploads/2021/12/BPFI-Housing-Market-Monitor-Q3-2021.pdf
https://bpfi.ie/wp-content/uploads/2020/07/BPFI-Mortgage-Drawdowns-Report-Q3-2019-for-website.pdf
http://files.nesc.ie/nesc_reports/en/140_Homeownership_and_Rental.pdf
https://www.esri.ie/system/files/publications/BKMNEXT413.pdf
https://bpfi.ie/publications/mortgage-market-profile-report-h1-2021/
https://ww1.daft.ie/report/2021-Q3-rental-daftreport.pdf?d_rd=1
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of what some experts have called an “extraordinary lack of supply”.30 Demand for 
single-family rental accommodation is rising but supply is not keeping pace causing 
the price of rent to climb. There were just 820 homes available to rent in Dublin on 
1st November 2021, the lowest in the city since the beginning of the Daft.ie dataset.31 
Nationwide, there was just 1,460 homes available to rent on the 1st November 2021, the 
lowest recorded figure since January 2006.32 Figure 3 shows the annual increase in the 
cost of rent from 2011-2020, increasing at an average rate of 5.3% per year.33 Cities are 
constraining their growth and becoming more expensive due to a lack of affordable 
houses. The high cost of housing can lead to deprivation, exclusion, and poverty at 
the household level and to lower levels of consumption and economic growth at the 
national level.34

Figure 3: Annual average increase in rent (%)
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30 Financial Times (2021) Ireland’s housing crisis just got personal
31 Daft (2021) Irish Rental Report Q3 2021
32 Ibid
33 CSO (2021) CPM16
34 ESRI (2021) Monitoring Adequate Housing in Ireland

https://www.ft.com/content/1a7ee567-96a2-4bfd-8672-34a9c646ecf0
https://ww1.daft.ie/report/2021-Q3-rental-daftreport.pdf?d_rd=1
https://ws.cso.ie/public/api.restful/PxStat.Data.Cube_API.ReadDataset/CPM16/XLSX/2007/en
https://www.esri.ie/system/files/publications/BKMNEXT413.pdf
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Price to income 
Housing affordability has deteriorated in recent years and the reasons for this can be 
viewed through the lens of income and prices. The house price-to-income ratio is a 
key indicator of affordability, it is calculated by using the “Median Multiple” which is 
the median house price divided by the median household income.35 For example, if 
the median property price is €300,000 and the median salary is €50,000, the property 
price to income ratio would be 6. The Demographia International Housing Affordability 
Survey (DIHAS) classes the price to income ratio as being “moderately affordable” 
between 3.1-4.0, “seriously unaffordable” from 4.1-5.0, and “severely unaffordable” 
anything over 5.36 This is reflective of the Central Bank’s rules limiting the maximum 
amount someone can borrow to 3.5 times their annual income.37 In Q3 2020, the ratio 
for Dublin was 5.4.38

Figure 4 shows an alternative metric of affordability using the median house price 
to individual income ratio from 2011 to 2020. This shows that housing became less 
affordable from 2013 to 2019. Affordability improved slightly in 2020, however, this 
may not continue as house prices increased significantly in 2021. Affordability also 
varies by region. The house price to income ratio was highest in Dublin at 8. Leitrim 
and Roscommon were the most affordable as the median house price was less than 3 
times median earnings.

Figure 4: Price to Income Ratio
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35 Housing Agency (2021) House Price to Income Ratio
36 Ibid
37 CBI (2021) Macro-prudential Policy
38 Demographia International Housing Affordability (2021) Edition

https://www.housingagency.ie/data-hub/house-price-income-ratio
https://www.centralbank.ie/financial-system/financial-stability/macro-prudential-policy
http://www.demographia.com/dhi.pdf
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Homeownership 
In 2020, 36% of Irish people aged between 25 and 29 lived at home with their parents.39  
Home ownership has declined among adults of a prime working age40 since the 
financial crisis from 77.2% in 200641 to 68.7% in 2019.42 The fall in home ownership can 
be partly explained by rising rents, and surging house prices. The ESRI estimates that 
rental payments at 30% of after-tax income is an indicator of the affordability of rent, 
noting this is a commonly used indicator in international literature.43 The July 2021 
RTB survey found that on average, rent equals 36% of a renter’s after-tax income in 
Ireland, and 41% in the Greater Dublin Area.44 The result of this increasingly difficult 
financial situation is falling home ownership rates. The median age for a sole purchaser 
increased from 34 years in 2010 to 42 in 2019, and from 35 to 38 for a joint purchase.45 
The increase in age for homeowners could have knock-on effects, for example, in the 
form of potentially delaying family formation or investment into pensions. Statistics 
from the last census46 showed the percentage of households that owned their home 
outright or with a mortgage fell from 75% in 2006 to 67.6% in 2016, compared to 69.2% 
in Europe. During this time in Ireland, the number of households renting rose from 
21% to 28%47 while 86% of tenants express the wish to become homeowners.48 In other 
European countries social housing accounts for 20% of their overall housing stock, 
compared to just 9% in Ireland.49 The government has set a target of getting back 
to 70% homeownership by the end of 2030, which it is suggested will require up to 
40,00050 new homes built every year, double 2020s’ output.51 In December 2021, CIA 
Landlord found that Dublin was the sixth-most expensive capital city in the world to 
rent in, the third most expensive capital city in Europe after London and Monaco.52

39 The Journal (2020) ‘People can’t wait any longer’: Increase in young Irish people living with parents among 
highest in Europe
40 Adults between the ages of 25 and 54
41 NESC (2014) Homeownership and Rental: What Road is Ireland On?
42 Eurostat (2021) Distribution of population by tenure status, type of household and income group
43 ESRI (2020) Exploring the short-run implications of the covid-19 pandemic on affordability in the irish private 
rental market
44 RTB (2021) Survey of Landlords, Tenants and Letting Agents
45 CSO (2019) Characteristics of Residential Property Purchasers 2010-2019
46 CSO (2016) Census
47 Irish Independent (2021) Owning a home gives a TD a vested interest
48 Corrigan et al (2019) The Housing Aspirations and Preferences of Renters IGEES
49 Irish Examiner (2021) The five policies that must deliver ‘housing for all’
50 The Journal (2021) Tánaiste sets target of 70% homeownership by end of this decade
51 CSO (2021) New Dwelling Completions Q4 2020
52 CIA Landlords (2021) The Global Price of Personal Space 

https://www.thejournal.ie/young-people-living-at-home-5012911-Feb2020/
https://www.thejournal.ie/young-people-living-at-home-5012911-Feb2020/
http://files.nesc.ie/nesc_reports/en/140_Homeownership_and_Rental.pdf
https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=ilc_lvho02&lang=en
https://www.esri.ie/system/files/publications/RS108_1.pdf
https://www.esri.ie/system/files/publications/RS108_1.pdf
https://www.rtb.ie/images/uploads/general/RTB_Research_Summary_Report_July_2021_4.pdf
https://www.cso.ie/en/csolatestnews/presspages/2021/characteristicsofresidentialpropertypurchasers2010-2019/
https://www.cso.ie/en/releasesandpublications/ep/p-cp1hii/cp1hii/od/
https://viewer.factiva.com/Email/?ep=AE&accountid=9HOU003400&fid=302771292&od=V2AUbjNaqd6b5CPhXw4B66W%2FyBzqFrPTuKRhfYaa7RenXClDhrlmpboA%3D%3D%7C2&a=IINM000020210925eh9p00095&vl=ev&cat=a&ft=g&fn=LRS+Alert++-+Oireachtas&jid=SBD8c310ae0-a9d7-426c-9944-27fc8f27e58a&f=g&sa_from=GL&p=sta&fcpil=en
https://igees.gov.ie/wp-content/uploads/2019/03/The-Housing-Aspirations-and-Preferences-of-Renters.pdf
https://www.irishexaminer.com/opinion/commentanalysis/arid-40335761.html
https://www.thejournal.ie/leo-varadkar-40000-homes-5471873-Jun2021/
https://www.cso.ie/en/releasesandpublications/er/ndc/newdwellingcompletionsq42020/
https://www.cia-landlords.co.uk/news/the-global-price-of-personal-space/
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Summary
From the property price trough in 2012 to 2020, house prices increased by 77% 
dwarfing nominal wage growth of 23% over the same time period. From 2010 to 
2020, Dublin properties were on average, 1.55 times more expensive than national 
house prices. These high prices are pushing buyers out of the city and into commuter 
counties, this is reflective in the 13.2% growth in prices outside of Dublin in the last year 
to September. In 2021, Irish savings hit a record high of €135bn, this provided potential 
buyers with the deposit needed for a mortgage and saw mortgage approval levels 
surpass 2019 levels. This comes at a time when rental accommodation availability is 
at its lowest since the Celtic Tiger. Rents are more than 40% above their pre-crisis 
levels in Dublin and 20% higher across the rest of the country. The price to income 
metric reflects the affordability of housing in Ireland. This has all culminated in the 
deterioration of Irish homeownership from 77% in 2007 to 68.7% in 2020. The high cost 
of housing can lead to deprivation, exclusion, and poverty at the household level and to 
lower levels of consumption and economic growth at the national level.


