
EBS DKM AFFORDABILITY INDEX

EBS DKM 
AFFORDABILITY
INDEX

The EBS DKM Affordability Index is a measure of the proportion of after tax income 
required to meet the first year’s mortgage payments for an ‘average’ first-time 
buyer (FTB) working couple, each on average earnings. It takes into account, not 
just property prices, but changes in mortgage rates, mortgage interest relief and 
disposable incomes for the average FTB working couple in Dublin and across the State. 

July 2013



EBS DKM AFFORDABILITY INDEX

✓      Housing affordability stabilised in the first six 
months of 2013. 

✓      The proportion of net income required to fund 
a mortgage for the average first-time buyer 
(FTB) working couple was 13.9% in May, up from 
11.8% in December 2012and down substantially 
from where it was at the peak (26.4%). Housing 
affordability is currently estimated at 14.2% of 
net income and is expected to remain at this 
level up to September.

✓      The corresponding percentage of net income 
required to fund a mortgage for a single person 
reached its lowest point in May 2012 at 23% of 
net income. Following the termination of MIR for 
FTBs in January 2013, the proportion increased 
to 28.2%. The current estimate for a single FTB 
is 28.3%, indicating a stabilisation in affordability 
for individual FTBs in the first six months of 2013.

✓      The total value of loan approvals for house 
purchase was €2.85 billion in the year to May 
2013 - 16.7% higher than in the previous 

twelve month period - representing 16,213 
loan approvals - 18% higher than in the previous 
twelve months. 

✓      Total drawdowns involving a house transaction 
amounted to €2.4 billion in the year to Q1 
2013 - 16.5% higher than in the previous twelve 
month period - representing 13,750 mortgage 
drawdowns – 25.7% higher than in the previous 
twelve months. 

✓      The average loan for FTBs purchasing across  
all property types and locations was €150,292 
in Q1 2013.

✓      Average residential property prices increased  
for the second month in a row in May across the 
main areas captured by the CSO´s Residential 
Property Price Index. Prices nationally declined 
by 1.1% year-on-year in May and by 2.8% in 
all areas excluding Dublin. The annual rate of 
change in Dublin has been positive in each of the 
first five months, and was at 1.4% in May.
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The debate has now commenced as to whether the housing 
market has eventually reached its trough and is entering the 
next phase of the property cycle. With the CSO’s Residential 
Property Price Index (RPPI) showing a pick-up in property  
prices in May for the second month in a row across all its  
main-component areas – the question now on everyone’s 
mind is “have we turned the corner?” With reports emerging 
of an increase in activity amongst financially secure home 
owners keen to trade up in the market, this is good news  
for first-time buyers, who are required to complete the  
house purchase chain.

One of the key determinants of where we are on the property 
cycle is the level of affordability. It is clear that in terms of the 
measure used here, housing affordability reached its lowest 
levels during 2012 since the mid-1990s. As noted in the 
previous EBS DKM Affordability Index issue, there have been 
a number of developments this year which have negatively 
affected housing affordability for all buyers in 2013, most 
notably the removal of mortgage interest relief (MIR) for 
FTBs from January 2013 but also the removal of the weekly 
PRSI-free allowance from January 2013 and the introduction 
of the Local Property Tax (LPT) which was payable by 1st July, 
although FTBs who purchase a property in 2013 are exempt 
from paying LPT until 2016.

Housing Affordability for the average 
married FTB working couple at 14.2%  
of disposable income

Based on trends in property prices and mortgage rates up 
to May 2013 the proportion of net income required to fund 

Housing Affordability stabilises in first six months of 2013

AFFORDABILITY

EBS-DKM HOUSING AFFORDABILITY INDEX: 
EBS-DKM Housing Affordability Index: The proportion of net income for a FTB working couple required to meet  
net mortgage repayments on the ‘average’ FTB property 

January 2006 – May 
2013 with Projections to 
September 2013

Note: For assumptions see 
Table on last page.

a mortgage for the average first-time buyer (FTB) working 
couple was 13.9%, up from 11.8% in December 2012 and 
down substantially from where it was at the peak (26.4%). 
The proportion has been around 14% since the beginning 
of the year, reflecting insignificant movements in prices and 
incomes and unchanged mortgage rates in the first five 
months (4.33%). Following a modest increase in the average 
standard variable mortgage rate to 4.50% in June, housing 
affordability is currently estimated at 14.2% of net income 
for a FTB working couple purchasing the average property. 
With relatively minor changes in house prices and incomes 
expected over the summer months, affordability is expected to 
remain at 14.2% up to September.

On this basis, housing affordability looks set to remain 
relatively stable during 2013. Factors which could change this 
view would be an acceleration in the overall rate of property 
price inflation and/or upward movements in the standard 
variable mortgage rates over the coming months. With the 
ECB recently signalling that interest rates are likely to remain 
low and could event fall further, this is good news for potential 
buyers, assuming no domestic pressures arise to increase 
mortgage rates. With property prices rising by an average 
of 0.5% per month nationally in the last two months, any 
significant acceleration is unlikely over the coming months, 
although certain properties in select locations are already 
reported to be recording strong increases.

The average FTB property price nationally is currently estimated 
at €131,395 or 3.63 times average earnings. The corresponding 
average FTB price nationally was €133,881 in 2012 or 3.71 
times average earnings. 
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Housing Affordability for the average FTB 
married working couple in Dublin at 17.3% 
of disposable income

Housing affordability for Dublin FTB couples has followed 
a similar trend to that for national FTBs. The proportion of 
net income required to fund a mortgage for the average 
FTB working couple in May was 16.9%, up from 14.1% in 
December 2012 but down substantially from the peak 
(32.5%). Following the increase in mortgage rates in June, 
housing affordability for Dublin FTBs is currently at 17.3% and 
is expected to remain around this level through to September.

Housing Affordability for a single FTB 
requires 28.3% of disposable income

The corresponding percentage of net income required to fund 
a mortgage for a single person reached its lowest point in 
May 2012 at 23%. By December it had recorded a marginal 
increase to 23.6% but following the termination of MIR for 
FTBs, the proportion increased to 28.2% in January 2013. 
The current estimate for a single FTB is 28.3%, indicating a 
stabilisation in affordability in the first six months of 2013, a 
trend which is also expected up to September.

Average residential property prices, based on mortgage 
transactions, increased in the month of May across all of the 
main areas covered by the CSO’s Residential Property Price 
Index (RPPI) for the first time since February 2007. Average 
property prices increased by 0.3% nationally in the month of 
May, following a 0.8% increase in April. Similarly in Dublin, 
prices increased in each month, by 0.2% in April and by 0.5% 
in May. Outside of Dublin, prices across the rest of the country 
were up by 1.2% and 0.1% respectively each month. May is 
the second month in a row in which all of the main location 
categories recorded an increase in property prices.

Residential property prices up for the second month in 
a row in May in all areas captured by the CSO’s RPPI

PROPERTY PRICES

Source: CSO Residential Property Price Index (RPPI), published 28th June 2013.

Trends in Residential Property Prices based on Mortage Transactions

National - all residential properties 64.8  0.3% -1.5% -1.1% -50.3%
National - houses 67.6  0.4% -1.6% -0.9% -48.8%
National - apartments 47.1 -2.7%  0.4% -3.1% -62.0%
National excluding Dublin - all residential properties 67.0  0.1% -2.6% -2.8% -48.0%
National excluding Dublin - Houses 68.6  0.3% -2.4% -2.6% -47.1%
Dublin - all residential properties 59.2  0.5%  0.0%  1.4% -56.0%
Dublin- houses 62.6  0.5% -0.5%  1.3% -54.6%
Dublin - apartments 49.7  0.2%  3.5% -1.2% -61.0%

On previous 
month

In first 5 
months

Year-
on-year

Since 
peak

Index May 2013
(Based on Jan 2005 = 100)

% change in prices
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The annual rate of change remains negative across all areas with the 
exception of Dublin, where average prices increased in each of the first 
five months of 2013 in year-on-year terms.

Residential Property Prices – Year-on-Year % changes

Source: CSO RPPI

The most recent figures show the annual rate of change in 
property prices in Dublin was positive in each of the first five 
months of the year.  Prices were up by 1.4% year-on-year in 
May. This overall average is for the Dublin property market as 
a whole and does not reflect the reported lack of supply of 
three and four bedroom homes and the pent-up demand in 
certain locations, where prices are reported to be rising by 
around 1% per month.  

Although the CSO RPPI does not publish data for other 
counties, the index for property prices excluding Dublin 

had become relatively stable towards the end of 2012. 
However, this index recorded a decline of 2.6% in the first 
five months of 2013 and despite a 4% increase in the two 
months to May, may not yet have turned the corner. Given 
the diverse range of counties included in this index the 
expectation would be that urban areas like Cork, Galway and 
Limerick would have done better in the overall mix. As we 
move through 2013, the hope is that we might see some 
evidence of a sustained stabilisation in a number of these 
urban areas.
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MORTGAGE APPROVALS AND DRAWDOWNS

Is a stabilisation in housing affordability enough to signal the 
beginning of a recovery in the property market? 

Affordability, however, has many dimensions and is not just 
about the ability to raise a mortgage but is also about the 
ability to repay it over the lifetime of the mortgage. The 
former is a function of the supply of mortgage credit and 
income while the latter is a function of household disposable 
income and expenditure. More recently the prospects of loan 
approval are also about the capacity of potential borrowers to 
demonstrate a proven ability to save.

In order to determine where we are on the property cycle, 
it is necessary to review other indicators of activity in the 
residential property market. Two indicators are relevant here 
are the level of mortgage approvals and the numbers of 
those which translate into drawdowns. The most recent data 
from the Irish Banking Federation (IBF) show the number of 

mortgage approvals relating to house purchase was up by 
20.6% in the month of May and by 8.7% year-on-year.  There 
were 16,213 mortgage approvals involving a potential house 
purchase in the year to May 2013, up 18% on the previous 
year. The corresponding value was €2.85bn in the year to 
May 2013, an increase of 16.7% on the previous year.

Data on mortgage drawdowns involving actual house 
transactions is available on a quarterly basis from the IBF. 
Although the total number of drawdowns for house purchase 
fell sharply in Q1 2013, due to the bringing forward of 
purchases into Q4 2012, the total number of mortgage 
drawdowns in the four quarters to Q1 2013 increased by 
25.7% to 13,750 on the previous four quarters. 

An improving trend in approvals and 
drawdowns over four quarters of 2012

The next chart compares mortgage drawdown and 
mortgage approvals using quarterly data. While approvals 
are generally higher than drawdowns each quarter, Q4 
2012 is the exception as Q4 2012 drawdowns reflected 
the ending of MIR in January 2013.  The improving trend in 
both over the four quarters of 2012 is apparent. Whether a 
similar trend will materialise in 2013 will depend on 1) the 
availability of mortgage credit; 2) the pipeline of approvals; 

and 3) the translation of those approvals into drawdowns. 
While the approvals pipeline is likely to be fuelled by the 
increase in demand, assuming a recovery in consumer 
confidence and repayment capacity, the commitment by 
financial institutions to lend €4 to €4.5 billion in mortgage 
finance should sustain the early evidence of a recovery in 
mortgage activity during 2013. This evidence will become 
more pronounced as financial institutions work through the 
options for existing home owners keen to move but trapped 
by negative equity.

Source: Irish Banking Federation

Volume and Value of Mortgage Approvals for House Purchase  
(monthly data)
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Many factors will combine to signal the next phase of the 
property cycle. While credit conditions, incomes and the 
level of supply are all likely to be important, longer term 
factors comprise employment growth, demographics and 
a continued reduction in the average household size. 
Evidence of a sustained recovery in house prices over 
the coming months in key urban locations should also 

encourage potential buyers to bring forward their purchases. 
However house prices are still falling in other locations due 
to the vacant stock issue and a lack of demand, both of 
which are discouraging demand in those locations. Thus as 
the market enters a new phase, it will continue to see prices 
moving at different paces in different parts of the country. 

Number of Mortgage Approvals and Mortgage Drawdowns 
(quarterly data)

Source: Irish Banking Federation
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PROPERTY TRANSACTIONS

The stabilisation in housing affordability in 2013 to date is 
emerging in a market which is also experiencing an increase 
in rents in urban locations and an increase in the number of 
property transactions, notwithstanding reports of a shortage 
of properties for sale.

The total number of property transactions tracked by the 
Property Price Register (PPR) increased by 3.2% in the first 
six months of 2013 to 9,738. One-third of the total were 

in Dublin and Cork accounted for the next highest share 
at 11%. There was a significant increase in transactions in 
Galway over the same period to 506 in the first six months  
of 2013 (+21.9%) or 5% of the total.  

Taking a simple average price across the entire database 
in the first six months, the national average was €195,030 
compared with €309,202 for Dublin transactions. 

Property transactions up by 3.7% in first six months 
– one-third are in Dublin

The average FTB loan has fallen from 
almost €251,000 in Q1 2008 to €150,000 
in Q1 2013 based on total drawdowns by 
FTBs – a decline of 40.3% from the peak 

While mortgage drawdowns fell sharply in Q1 2013, due to 
the termination of MIR for FTBs, 4,652 mortgages were paid 
out to FTBs in the six months to Q1 2013, an increase of 
25.3% on the previous six month period. The volume of new 
loans to FTBs in the same six months period was €714 million, 
56% of the total value of mortgages involving a property 
transaction. The average loan for FTBs purchasing across all 
property types and locations was €150,292 in Q1 2013.

FTBs remain the main drivers of the mortgage  
market, accounting for 63% of the total number of new 
loans involving a property transaction, almost twice the 
proportion accounting for drawdowns by mover purchasers. 

The data on mortgage approvals and drawdowns is based 
on loans by financial institutions active in the residential 
mortgage lending market. By implication they exclude 
cash based transactions, which represented 43% of all 
transactions in 2012. 

Average FTB loan based on Drawdowns (€)

Source: Irish Banking Federation
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LOCAL PROPERTY TAX

The Local Property Tax filed by 
around 1.72 million households

The main development for the residential property market 
this year has been the introduction of the Local Property Tax 
(LPT). With the deadline for registration and payment (1st 
July) now passed, more than 1.56 million homes had filed 
returns before the online deadline at end of June. Including 
an estimated 160,000 properties which are the responsibility 
of local authorities and housing associations, the total 
households who have registered is closer to 1.72 million.  
The Revenue Commissioners have reported a compliance rate 
of 80% with an expected revenue target of €250 million for 
the half of this year, although the mid-year Exchequer returns 
indicated a figure of €126 million raised from the LPT. This 
figure will improve as the receipts from households paying on 
a monthly basis are included. The total figure excludes FTBs in 
2013 who are exempt from the LPT until the end of 2016.

Residential Property Transactions in first six months 

Source: Residential Property Price Register.  
* Prices are not mix-adjusted.
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Dec-
‘06

Dec-
‘07

Dec-
‘08

Dec-
‘09

Dec-
‘10

Dec-
‘11

Dec- 
‘12

May- 
‘13

July-
 ‘13

Sept- 
‘13

Actual Forecast

Average Variable  
Mortgage Rate

4.81% 5.37% 4.80% 3.32% 4.02% 4.24% 4.33% 4.33% 4.50% 4.50%

National FTB Working Couple - both working on average earnings

Monthly Repayments 1,323 1,230 1,008 722 683 579 557 656 667 666

As % of Net Income 26.4% 24.1% 19.4% 14.5% 13.9% 12.2% 11.8% 13.9% 14.2% 14.2%

Ave. House Price (000s) 279.0 260.8 224.2 188.1 168.4 140.3 134.1 132.0 131.8 131.6

National Single FTB - on average earnings

Monthly Repayments 1,390 1,306 1,008 722 683 579 557 656 667 666

As % of Net Income 55.4% 51.1% 38.7% 29.0% 27.8% 24.4% 23.6% 27.9% 28.3% 28.3%

Ave. House Price (000s) 279.0 260.8 224.2 188.1 168.4 140.3 134.1 132.0 131.8 131.6

Dublin FTB Working Couple

Monthly Repayments 1,741 1,577 1,326 929 877 720 707 846 864 866

As % of Net Income 32.5% 29.0% 24.0% 17.6% 16.9% 14.3% 14.1% 16.9% 17.3% 17.3%

Ave. House Price (000s) 359.0 333.9 294.9 241.9 216.1 174.4 170.1 170.3 170.7 171.2  

EBS DKM HOUSING AFFORDABILITY TRENDS

Housing Affordability Trends for a FTB Couple and Single Person 
December 2006 – May 2013 with Projections to September 2013

BUILDING TOWARDS A CAUTIOUS OPTIMISM
In summary, the answer to the question asked at the outset 
regarding whether the Irish property market has turned 
the corner would appear to be a cautious “yes” for certain 
locations. Those locations tend to be the centres of major 
population with an active employment market where 
demand is recovering and rents are rising, albeit there are 
fewer homes for sale and where trends in transactions and 
mortgages are encouraging. With a number of financial 
institutions proactive in the mortgage market and eager to 
provide mortgage finance based on the required lending 
criteria, this is good news for FTBs and the supply of 
mortgage finance. 

But the reality remains that 12.3% of mortgages are in 
arrears for more than 90 days, estimates of between 30% 
and 50% of mortgaged properties are in negative equity 
and the unemployment rate of 13.7% is not expected to 
fall by much anytime soon.  There will be further austerity 
measures in the coming years, while limited growth 
prospects for incomes, the cautious outlook for the domestic 
economy and continued volatile movements in consumer 
sentiment are likely to be features of the Irish economy for 
some time to come. On balance, these factors probably call 
for cautious optimism.
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Monthly FTB Property Prices: p-tsb/ESRI FTB up to July 
2009. Data from August 2009 derived by assuming that 
FTB prices fall in line with the CSO’s Residential Property 
Price Index up to May 2013. Post May 2013, assume 
average FTB property prices decline nationally (-0.08% 
per month) but increase in Dublin (0.13% per month) 
until September 2013. This % reduction represents the 
average monthly fall in in the twelve months to May 
2013. The average Dublin FTB property price is assumed 
to be equal to 84% of the average Dublin price, based 
on the permanent-tsb/ESRI dataset.   

Loan to value ratio: 90% 
Mortgage term: 25 years

Average Variable Mortgage Rate: is an average of 
the standard variable mortgage rates for Mortgage 
Lenders reporting to the Central Bank & Financial 
Services Authority of Ireland (CSO/CB data). Latest 
published figure 4.33% for May 2013. Average rates 
are increased to 4.50% in June following increases by a 
number of financial institutions and remain unchanged 
through to September 2013. 

Maximum Mortgage Interest Relief for FTBs: 
€20,000 max MIR available for married couples  
at 25% since Jan 2009 = max of €417 per month  
and held at this level for FTBs in 2012. MIR abolished 
from January 2013.

ASSUMPTIONS
Average Gross Earnings: Gross income figures represent 
average earnings according to the CSO’s Earnings, Hours 
and Employment Costs Survey (up to Q1, 2013). The 
FTB working couple started out earning €70,000 in June 
2005. Gross earnings for the FTB couple were increased 
by 8.2% by 2007 (€75,754) and fell thereafter by 5.2% 
by 2011. Average gross earnings increased by 0.5% 
in 2012. Total gross earnings are estimated to have 
increase by 0.7% to €72,309 in 2012 compared with 
2011 and are projected to increase by 0.6% between 
December 2012 and June 2013.

Incomes of Dublin buyers are assumed to be 10% higher 
than for buyers across the State as a whole.

Income and health levies replaced by the new Universal 
Social Charge from January 2011. 

Disposable Incomes derived by adjusting gross incomes 
for tax bands and credits, PRSI and USC rates announced 
in successive budgets. The Local Property Tax is not 
taken into account.

NOTE: Information in this report is based on the  
latest data available at 8th July 2013.
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EBS Limited, EBS Building    

2 Burlington Road, Dublin 4, Ireland. 

Telephone: +353 1 6659000; 

Email: info@mail.ebs.ie; Website: www.ebs.ie.  

DKM Economic Consultants Ltd., 

6 Grand Canal Wharf, South Dock Road, Ringsend, Dublin 4, Ireland.

Telephone: +353 1 6670372; 

Email: info@dkm.ie; Website: www.dkm.ie

This publication is for information purposes only. Any expression of opinion is subject to change without notice. 

EBS and DKM accepts no liability whatsoever for the outcome of any actions taken arising from the use of 

information contained in this report. Figures quoted represent the latest available figures from each source at 

the time of going to press. EBS Limited is regulated by the Central Bank of Ireland.




