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Executive Summary 

The private rental accommodation sector has expanded considerably in recent years.  Census data 

indicate that over 18% of households are in the private rented sector.  As a result of a growth in 

the provision of social housing supports via the private rental sector, this figure also includes many 

households for whom the State subsidises some or all of the rent paid. 

 

The rental and owner-occupied sectors are intrinsically linked and both are characterised by 

increasing affordability pressures, particularly amongst moderate to low income households. 

Average monthly rents have increased by 56% nationally since their low point in 2011, and are 

now almost 13% above the previous peak registered in 2008. Price inflation in residential rental 

markets is outstripping general measures of inflation and wage growth, further contributing to the 

deterioration in affordability within the sector. 

 

Supply is not responding to this increased demand for rental accommodation, notwithstanding the 

potential for increased returns. Buy-to-let mortgage lending has collapsed since 2009, reflecting 

relatively low levels of investor interest together with more recent policy intervention in the form 

of tighter macro-prudential lending rules.  Other policy interventions, such as enhanced minimum 

accommodation standards, rent certainty measures for tenants and limitations on expense 

deductibility, have imposed new obligations on landlords and limited potential returns in the short 

term.  More recently, incentive measures have been introduced to encourage property owners to 

renovate property for rental accommodation, but uptake to date has been slow. 

 

Further changes to the taxation of rental income may have the capacity to stimulate housing 

supply in high-demand urban areas. However, attracting increased investment while ensuring 

cyclical stability would require targeted and ongoing management. LǊŜƭŀƴŘΩǎ Ǉŀǎǘ ŜȄǇŜǊƛŜnce with 

tax incentives in the housing sector strongly suggests the need for a cautionary stance when 

considering intervention. 

 

Landlords in Ireland 

Landlords are an essential feature of a fully functioning residential property market.  Just under 

180,000 taxpayers (some 8% of the total) were in receipt of rental income from residential and/or 

commercial property in 2014.  The sector is dominated by small-scale landlords ς almost 86% 

residential of landlords have just one or two tenancies ς and the sector remains highly indebted, 

with mortgage arrears among buy-to-let landlords remaining a problem. 
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The tax treatment of rental income is arguably more restrictive in some aspects than the taxation 

of active self-employment income, but is also more favourable, particularly with regard to interest 

deductibility, than many other forms of investment income.  This treatment is linked to the 

ŎŀǘŜƎƻǊƛǎŀǘƛƻƴ ƻŦ ǊŜƴǘŀƭ ƛƴŎƻƳŜ ŀǎ ΨǇŀǎǎƛǾŜ ƛƴŎƻƳŜΩΦ  Lǘ Ƙŀǎ ōŜŜƴ ŀǊƎǳŜŘ ǘƘŀǘ ƻǇŜǊŀǘƛƴƎ ŀ rental 

property has become ŀ ƳƻǊŜ ΨŀŎǘƛǾŜΩ ŜƴŘŜŀǾƻǳǊ in recent times in view of increased legal and 

regulatory requirements on landlords. The data examined in profiling the rental sector confirms 

that, while a small but growing share of large corporate landlords is beginning to emerge, the vast 

majority of landlords in Ireland are individuals with low levels of rental income in addition to other 

sources of income, which would indicate that property rental is still largely a part-time occupation.   

 

Public Consultation 

The Working Group conducted a public consultation in order to seek the views of interested parties 

and almost 70 responses were received from landlords, representative bodies and charitable 

organisations.  Most submissions requested increased deductibility for income and/or capital 

expenditure, but there was a notable lack of consensus in the responses received, particularly with 

regard to the detailed consultation questions asked. 

 

It was also notable that many submissions to the consultation requested relief for capital 

refurbishment costs, but uptake of existing incentives available to landlords ς including tax-based 

measures such as the Living City Initiative and the Home Renovation Incentive and expenditure-

based measures such as the Repair and Lease Scheme and the Buy and Renew Scheme ς has been 

slow to date.  This may indicate a need for improved information campaigns to inform landlords 

of available reliefs, together with research to determine what, if any, barriers may be preventing 

greater uptake of the incentives. 

 

Addressing the Market Failure 

The analysis in this report provides clear evidence of market failure in the supply of property in the 

residential rental market, which is resulting in increasing upward pressure on rental prices and 

contributing to increased demand for social housing supports funded by the State.   

 

The means by which an increase in supply could be achieved, and the resulting economic impact 

that any tax expenditure measures may have both on the recipients of the expenditure and the 

wider economy, inevitably give rise to broader questions about the nature of the rented residential 

property market in Ireland.  For example: 
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¶ Should State supports for landlords be targeted at landlords of a particular size or scale?  

Small, highly-geared landlords are more exposed to risk from property price and financial 

market fluctuations and from rogue tenants.  Larger-ǎŎŀƭŜ ΨǇǊƻŦŜǎǎƛƻƴŀƭΩ ƭŀƴŘƭƻǊŘǎ ƘŀǾŜ 

entered the market in more recent years, but they have to date concentrated on the 

premium end of the market and have not increased supply of affordable property.  

 

¶ The long-term direction of the model for provision of social housing supports and its 

interaction with the private rented accommodation sector must be considered when 

evaluating potential tax expenditures. 

 

¶ Landlords often operate at or below break-even point in the early years of property 

ownership, when the capital element of mortgage borrowings is being repaid.  This may 

contribute to stability in the market if the landlord is planning on a long-term gain, but 

conversely it could contribute to instability where landlords sell up to cut expenses or realise 

a capital gain.  Would a focus on steady rental income returns be more beneficial to market 

stability than a highly-leveraged model focused on future gains? 

 

/ƻƴǎƛŘŜǊŀǘƛƻƴ ƻŦ ǘƘŜǎŜ ǉǳŜǎǘƛƻƴǎΣ ǿƘƛƭŜ ƻǳǘǎƛŘŜ ǘƘŜ ǎŎƻǇŜ ƻŦ ǘƘƛǎ DǊƻǳǇΩǎ ǿƻǊƪΣ ǿƻǳƭŘ ōŜ ŀŘǾƛǎŜŘ 

before undertaking significant future policy interventions in the rented residential property 

market, including the potential short-term, medium-term and long-term options set out below. 

 

Policy Options 

With these considerations in mind, the Working Group has developed 10 potential policy options, 

split into measures that could potentially be implemented in the short, medium and long term. 

Having regard to the linkages between the rental and owner-occupier property markets, measures 

which have potential to influence an increase in overall supply of residential property, rather than 

a diversion of property from owner-occupiers to the rental market, were considered to be of 

particular merit. 

 

Short-term options are measures which could potentially be implemented within the next 18 

months, i.e. within Budgets 2018 and 2019.  Medium-term options are measures which work with 

the current tax system but might take longer to develop and implement, and as such would require 

a longer lead-in period.  The long-term options look at the potential for more fundamental changes 
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to the tax system, or changes in the context of an overall review of the pensions system, and so 

would require significantly greater resource commitments to progress. 

 Short-term Options Tax Cost 

1. Accelerated restoration of full mortgage interest deductibility for 

landlords of residential property.  

ŎΦϵпу Ƴƛƭƭƛƻƴ όŎΦϵ24 

million in each of 

2018 and 2019 

2. Introducing Local Property Tax deductibility for landlords. ŎΦϵну Ƴƛƭƭƛƻƴ ǇΦŀΦ 

3. Enhancing loss relief for landlords (or a sub-set of landlords), to allow 

relief for rental losses against other income sources in the same year. 

Tentative estimate 

ƻŦ ŎΦϵпо Ƴƛƭƭƛƻƴ ǇŜǊ 

annum. 

4. Introducing deductibility for pre-letting expenditure for previously 

vacant properties. 

Potential cost of 

ŎΦϵпƳ ǇŜǊ ŀƴƴǳƳΦ 

5. Improvements in the collection and sharing of data on the rental 

accommodation sector. 

n/a 

 

 Medium-term Options 

6. Allow a deduction against rental income for an element of the capital cost of the rental 

property in the initial years of ownership, with a corresponding reduction in the base cost 

of the property for Capital Gains Tax purposes on a future disposal. 

7. Capital Gains Tax relief for properties acquired and retained as rental accommodation. 

8. Incentive to attract investment capital into the construction of property, in areas of need, 

to be let at social / affordable rents. 

 

 Long-term Options 

9. Review of provisions for the holding of rental property via pension vehicles. 

10. Consideration of developing a separate method of taxing rental income, for example, a flat 

tax or a separate rate of tax, as a policy lever to support the sector as a whole or specific 

sub-sectors (for example, affordable housing/urban housing). 
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1. Introduction 

The residential rental sector is currently experiencing a period of significant, if not unprecedented, 

change and challenge. There are now more people renting their accommodation than at any time 

in the last 45 years ς nearly a third of all households. The economic recovery, population growth 

and challenges in the home ownership market are all driving demand for rented housing. However, 

more fundamental factors are also at work. The changing nature of work and the economy also 

contribute to the growth in demand in the sector. The labour market increasingly requires more 

mobile workforces; changing location and employer has become a more common feature of 

ǇŜƻǇƭŜΩǎ ŎŀǊŜŜǊǎΦ   

 

The rental market is not responding sufficiently to this increased demand.  In many parts of the 

country, particularly urban areas of high population density, demand for rental accommodation is 

far outstripping supply.  In these areas rents have increased considerably. Despite the introduction 

of policy measures intended to help contain rental price inflation, such as Rent Pressure Zones, 

affordability remains a pressing concern for many ordinary households.  This situation is causing 

uncertainty and hardship for many and it is contributing to homelessness and to the high numbers 

of people in emergency accommodation. Unchecked, it could threaten our economic recovery by 

driving up wage demands and undermining competitiveness, thereby making Ireland a less 

attractive investment destination. 

 

A lack of overall housing supply ς and the failure of the sector to respond to the increased demand 

for, and growing dependence on, rental accommodation ς is the underlying problem. Two 

Government policy documents, Rebuilding Ireland1 and the Strategy for the Rental Sector2, lay out 

a range of measures to accelerate overall housing supply. These include the use of public land, 

changes to the regulatory and planning processes, and schemes to make vacant properties 

available for social tenants.   

 

The Strategy for the Rental Sector, published in December 2016, also contained a commitment to 

establish a Working Group to examine and report on the tax treatment of landlords (or rental 

                                                           
1 2016. Department of Housing, Planning, Community and Local Government. Rebuilding Ireland ς An 
Action Plan for Housing and Homelessness. Available at: 
http://rebuildingireland.ie/Rebuilding%20Ireland_Action%20Plan.pdf  
2 2016.  Department of Housing, Planning, Community and Local Government. Strategy for the Rental 
Sector. Available at: 
http://www.housing.gov.ie/sites/default/files/publications/files/strategy_for_the_rental_sector_final.pdf  

http://rebuildingireland.ie/Rebuilding%20Ireland_Action%20Plan.pdf
http://www.housing.gov.ie/sites/default/files/publications/files/strategy_for_the_rental_sector_final.pdf
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accommodation providers), and to put forward, where appropriate, options for amendments to 

such treatment.  

 

The Working Group was chaired by the Department of Finance and its membership includes 

officials from the Department of Housing, Planning and Local Government (DHPLG), the Revenue 

Commissioners and the Residential Tenancies Board (RTB). 

 

One of the aims of the Working Group on the Tax and Fiscal Treatment of Rental Accommodation 

Providers was to determine if the current taxation system is fit for purpose in the current housing 

market and in the longer term.  In order to inform its deliberations the Group conducted a focused 

public consultation on taxation issues related to the rental accommodation sector.  Almost 70 

submissions were received to this focused consultation and they were reviewed in detail by the 

Working Group. 

 

This report outlines the current situation in the rental accommodation sector, the main issues 

raised in the public consultation, and outlines a number of options for change in this area of 

taxation. The options fall under three categories ς those that can possibly be introduced in the 

short, medium or long term. 

 

Establishment and terms of reference 

The Working Group on the Tax and Fiscal Treatment of Rental Accommodation Providers was 

established on 19 January 2017 and its terms of reference were: 

 

¶ To examine the contribution of rental accommodation providers to the Irish economy and 

analyse the tax system as it applies to rental accommodation providers/landlords (both 

individual and collective), focussing primarily on the tax treatment of rental income, 

including any relevant existing reliefs, incentives, deductions allowed and tax return 

requirements.  

 

¶ To analyse the likelihood and associated implications of the exit and entry of rental 

accommodation providers from/to the rental sector and consider the balance between the 

achievement of policy objectives in relation to the availability of rental properties (and rent 

levels) and the provision of homes for owner occupiers (and home prices). The group will 

also compare the tax treatment of certain alternative investment choices available to 
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potential or existing landlords, as compared to investment in residential rental 

accommodation.  

 

¶ Taking account of the tax expenditure guidelines, to assess the potential for changes in the 

tax treatment of rental accommodation providers to influence behaviour. The group will set 

out any estimates of resulting costs or savings to the Exchequer and assess the potential 

impact on the supply of rental property in the context of the overall housing market.  

 

¶ To analyse the potential for changes to the tax treatment of rental accommodation 

providers to support the supply of rental property, consistent with other housing and rental 

policies, while ensuring that any such proposals for change do not conflict with, or act as a 

compensation for, other measures introduced by the Government. In addition, the potential 

for any such proposals to lead to market distortion, state aid issues and potential 

infringements of the EU Treaties will be considered.  

 

¶ To put forward options for consideration in its report.  

 

Membership of the Working Group 

Department of Finance:   Revenue Commissioners: 

Joe Cullen     Lyndsay Smyth 

Seamus Milne     Sheila Hanley 

Deirdre Donaghy 

Laura Weymes 

 

Department of Housing, Planning   Residential Tenancies Board: 

and Local Government:    Rosalind Carroll 

Earnán Ó Cléirigh    Caren Gallagher 

tŀǳƭŀ hΩwŜƛƭƭȅ 

Eoin Corrigan 

 

Secretariat: 

Heather Cuddy, Secretary 

Cillian Byrnes, Secretary 
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2. Economic Considerations 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The purpose of this short chapter is to provide a brief overview of some of the principal economic 

considerations relevant to the taxation of the rental sector. These considerations have informed 

the deliberations of the Working Group.  Overall, given recent growth in the rental sector, its 

careful management is a significant concern from a number of cross-cutting policy perspectives, 

including macroeconomic stability and distributional equity. 

 

Residential rental markets form part of a wider housing system, composed of owner occupied 

housing markets, credit markets, land markets and the social housing system, and operate in the 

context of a range of institutional and regulatory environments. The taxation of the rental sector 

must therefore be considered as a component of a wider system. Changes to the tax treatment of 

the sector can have negative and positive spillover, displacement and other impacts and critically 

will interact with wider institutional and regulatory systems. 

 

 

Key Points: 

¶ Residential rental markets form part of a wider housing system and play an important 

economic and social role in the wider economy. 

¶ Changes to taxation policy need to be consistent with objectives across areas of planning, 

regulation and standards, as well as wider financial and macro-prudential policies. 

¶ An expanded rental sector could help avoid the risks to overall macro-economic stability 

associated with financial market volatility and asset price cycle dynamics. 

¶ Rental price inflation impacts the macro economy through consumption and wage 

demand channels and, if left unchecked, has the potential to damage competitiveness. 

¶ Changes to the taxation of rental income may have the capacity to stimulate housing 

supply in high-demand urban areas. However, attracting increased investment while 

ensuring cyclical stability would require targeted and ongoing management. LǊŜƭŀƴŘΩǎ Ǉŀǎǘ 

experience with tax incentives in the housing sector strongly suggests the need for a 

cautionary stance when considering intervention. 

¶ Taxation measures alone are likely to have a limited impact on supply. A consistent, 

integrated policy approach is of paramount importance. 
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Residential rental markets play an important economic and social role, providing accommodation 

for mobile, transient, and other households which opt, or are not in a financial position, to own 

property. Residential rental markets have also, increasingly, become a channel for the delivery of 

social housing supports. 

 

The taxation of housing as an economic good has welfare implications. From the perspective of 

household consumption, housing accounts for a large proportion of household spending; 

therefore housing taxes, depending on their incidence, can impact on the income distribution and 

on the efficiency of consumption. Transaction costs, such as legal fees and taxes, can limit the 

short-run substitution options open to households in response to changes in prices. Crucially, for 

the lowest income households renting in the private market, there are often no market 

substitution options available. 

 

Landlords as a distinct cohort of actors are difficult to identify given data limitations; a point which 

is discussed further in Chapter 4. However, the Irish experience mirrors that of many other OECD 

(Organisation for Economic Co-operation and Development) countries in that there has been 

extensive growth of non-professional, small-scale landlordism since the mid-1990s. Many such 

landlords tend to perceive returns in terms of both rental incomes and house price gains. 

Therefore house (and wider asset) price dynamics, are likely to shape behaviour. Notwithstanding 

the focus on capital appreciation, changes to the regulation of the sector and rent price 

developments, including changes in house prices, also affect the behaviour of both landlords and 

tenants. 

 

The private rented sector has expanded considerably in recent decades. This expansion has been 

anchored in changes to the housing system which were in train prior to the turn of the century, 

such as the removal of grants targeted to support owner-occupation, i.e. the expansion is not 

simply a legacy effect of the 2000-2008 period.  

 

The expansion has had wider implications, such as:  

¶ The macroeconomic significance of the private rented sector has grown. For instance, 

price inflation in residential rental markets has spillover effects on consumption 

patterns, saving, and standards of living; 

¶ For labour market flexibility, as an expanded rental sector has implications for labour 

ƳƻōƛƭƛǘȅΦ IƻǿŜǾŜǊΣ ǘƘŜ ǎŜŎǘƻǊΩǎ ŜȄǇŀƴǎƛƻƴ ŀƴŘ ŜȄǇƻǎǳǊŜ ǘƻ ǾƻƭŀǘƛƭŜ ǊŜƴǘŀƭ ƛƴŎǊŜŀǎŜǎ 
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can also weigh on labour market and wider economic considerations, to the extent 

that these rises fuel wage demands thereby acting as a drag on national 

competitiveness. 

¶ For pensions, in view of the potential need to support continued rental costs in 

retirement, and the provision of housing services to retired, non-homeowner 

households. 

 

Renting households are heterogeneous and the profile of tenant households has changed 

considerably.  

 

In part, the observed shift in tenure choice in favour of the private rental sector is a consequence 

of changes associated with the post-2000 period of strong macroeconomic growth and the 

subsequent contraction, and is in line with international dynamics common to other similar 

economies, such as in New Zealand, the United Kingdom, and several European countries. 

However, policy changes originating in the 1980s and 1990s, such as the ending of owner-occupier 

grants, have also contributed to the tenure shift.  

 

There is considerable interplay between tenures. The distinction between the private rented 

sector and social housing has blurred in many respects. The size of the rental and owner-occupied 

sectors are inversely correlated; the rental sector has increased in relative size reflecting a 

contraction in the owner-occupied sector. The interplay between the range of the taxes and 

subsidies which apply to housing partly shapes the incentives for housing consumption of renting 

and owner-occupier households and may impact on the distribution of welfare between those 

categories of household.  

 

The expansion of the rental sector raises the question of whether there is an optimal size of the 

private rented sector, in terms of the proportion of households renting. This is a question which, 

although not possible to answer directly, is worth considering, and is influenced by the idea of a 

sustainable level of owner-occupation.3 Labour markets have become more flexible and job 

certainty has decreased in many occupations. Our recent economic history points to the 

importance of ensuring that cyclical vulnerabilities are not amplified by policies that promote an 

inappropriate level of homeownership in which some households are highly exposed to labour or 

                                                           
3 See Maclennan, D., Meen, G., Gibb, K. and Stephens, M. (1997) Fixed Commitments, Uncertain Incomes ς 
Sustainable Owner-occupation and the Economy. York: Joseph Rowntree Foundation. 
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credit market changes. It is also important to note that future cycles may be different in terms of 

timing and amplitude both in aggregate, and crucially, across regions. An expanded rental sector 

could help avoid the risks to overall macro-economic stability associated with excessive financial 

market volatility and exposure to asset price cycle dynamics. 

 

Tax policy in any given domain is usually assigned certain objectives, including to: 

¶ Raise revenue; 

¶ Promote efficiency (i.e. non-distortive, while correcting for externalities); 

¶ Promote equity (i.e. the tax system should promote progressivity, broadly defined); and 

¶ Promote simplicity and transparency in the tax system. 

 

A broadening of the tax base has also been an important objective in recent years, including 

through the introduction of the Local Property Tax. The recent past and current circumstances 

suggest that consideration be given to two possible further goals of the tax treatment of the rented 

sector, alongside the traditional tax objectives: 

(i) Helping to generate new supply, in the required locations, of housing; and, 

(ii) Reducing the scope for the housing system to be a source of macroeconomic volatility. 

 

LǊŜƭŀƴŘΩǎ Ǉŀǎǘ ŜȄǇŜǊƛŜƴŎŜ ǿƛǘƘ ǘŀȄ ƛƴŎŜƴǘƛǾŜǎ ƛƴ ǘƘŜ ƘƻǳǎƛƴƎ ǎŜŎǘƻǊ ǎǘǊƻƴƎƭȅ ǎǳƎƎŜǎǘǎ ǘƘŜ ƴŜŜŘ ŦƻǊ 

a cautionary stance when considering intervention. Taxation is just one channel through which to 

boost rental and overall housing supply. Policy intervention must be carefully weighed against 

alternative levers and the prospect of unintended consequences. 

 

In this context it is important to note that taxation is only one of the policy levers available to the 

Government and that, in line with the Tax Expenditure Guidelines, consideration of whether a tax 

measure is the most appropriate policy tool for a given purpose would be required. Changes to the 

taxation of rental income may have the capacity to help overcome a pressing economic and social 

challenge. However, attracting increased investment to the rental sector while ensuring cyclical 

stability will require targeted and ongoing management, particularly in the context of an economic 

recovery which remains impaired by persistent balance sheet challenges for households, the State, 

and the construction and development industry.  

 

Any tax system will have some distortive impact on prices, impacting on production, consumption 

and the distribution of income and welfare. Although not the most significant factor driving tenure 
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preferences (more significant factors in these decisions are likely to be affordability and desire for 

security or flexibility of housing), a non-neutral tax treatment of housing due to, for example, 

lenient taxation of owner-occupier capital gains, low property tax rates and/or the non-taxation 

of imputed rent for owner-occupiers, will tend to have some influence on investment in and 

consumption of owner-occupation housing over rental housing.  In addition, subsidies geared at 

one form of housing consumption will affect the allocation of risks in society; homeowners face 

considerable price risks linked to movements in property prices, for example, and many younger 

households are attracted to a position of highly geared homeownership, possibly in part due to 

existing tax advantages. Households with minimal equity are particularly susceptible to price 

changes.4 A less distortive tax system could dampen such distortions. It should be noted that the 

existence of macro-prudential rules offers a degree of protection on this front. However, it must 

also be acknowledged that reducing the concentration of risk in the owner-occupier market would 

inevitably increase the exposure of households to rental price changes. 

 

{ƻŎƛŜǘȅΩǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ŎƻƴŎŜǊƴƛƴƎ ǳǊōŀƴ ǊŜƴǘŀƭ ƳŀǊƪŜǘ ǇǊƛŎŜ ŀŦŦƻǊŘŀōƛƭƛǘȅΣ ŀƴŘ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ŦƻǊ 

changes to the tax system to alter affordability need to be contextualised. Absent appropriate 

policy intervention, a pattern of spatially concentrated economic growth, low urban housing 

supply elasticity, high income-elasticity and price-inelastic demand for urban housing could result 

in a persisting affordability challenge. Put another way, housing and land values may rise faster 

than overall growth and incomes.  

 

Whilst the tax system may potentially have a role to play in encouraging appropriate levels of 

housing supply, any proposed changes must be considered in the context of wider policy levers 

already laid out in the 2016 Strategy for the Rental Sector, including the areas of planning, 

regulation and standards. It is also important to ensure overall consistency with policy measures 

taken elsewhere, including in the financial and macro-prudential space. In this regard a consistent, 

integrated policy approach to solving these issues is of paramount importance. 

  

                                                           
4 See Englund, P. (2003) Taxing Residential Housing Capital, Urban Studies, 40:5-6, pages 937-52, for a fuller 
discussion of aspects of the optimal taxation of housing. 
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3. Recent Trends in the Rental Property Market  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Landlords are an essential feature of a fully functioning residential property market. The current 

shortage of supply of residential rental properties is driving upward pressure on rental prices and 

making it difficult for prospective tenants to find affordable homes. 

 

At the same time, increases in house prices are facilitating the exit from the market of individuals 

who did not wish to become landlords, but found themselves in the position of needing to rent 

out a property they own while living elsewhere, for a variety of reasons.  Property price increases 

may also be prompting some multi-property landlords to reduce their property holdings to 

minimise debt levels and/or the administrative burden of property management.  This may be 

further constricting the supply of residential rental property. 

 

The rental housing market is also intrinsically linked with the owner-occupier housing market. In 

the short term, increases in supply to the rental market may be achieved at the cost of a reduction 

Key Points: 

¶ The rental and owner-occupied sectors are intrinsically linked and are characterised by 

increasing affordability pressures, particularly amongst moderate to low income households. 

¶ Average monthly rents have increased nationally by 56% since their low point, and according 

to Daft.ie data, are now 12.6% above the previous peak registered in 2008.  The RTB Rental 

Index indicates that, as of Q1 2017, rent prices were up almost 7.4% in annual terms. 

¶ Trends at national level however hide considerable variation at regional level. Outside of 

Dublin, RTB data indicates that rents remain 8% off their previous Q4 2007 peak. 

¶ There is some suggestion that property price increases are prompting a de-leveraging in 

rented property holdings. 

¶ Across all tenure types, the proportion of total expenditure spent on housing has grown 

considerably, and now amounts to c. 30%. 

¶ Price inflation in residential rental markets is outstripping general measures of inflation and 

wage growth, further contributing to the deterioration in affordability within the sector. 

¶ House price affordability considerations are likely to drive continued rental tenure choice 

decisions for many households. 
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in supply to the owner-occupier market, and vice versa5. Policy actions targeted at the rental 

market must therefore take cognisance of the potential consequential impacts in other areas of 

ǘƘŜ ƘƻǳǎƛƴƎ ƳŀǊƪŜǘΣ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎƛŜǎ ƻŦ ǘŜƴǳǊŜ ƴŜǳǘǊŀƭƛǘȅ ŀƴŘ ƻŦ ƛƴŎǊŜŀǎƛƴƎ 

overall housing supply and new residential construction activity. 

 

Both the private rental sector, and the owner occupied sector are characterised by increasing 

affordability pressures, particularly among households on moderate to low incomes. The pace of 

price inflation in residential rental markets has undergone a marked change in recent years.   

 

The most recent RTB Rent Index report6, for Q1 2017, indicates that private sector rents continue 

to trend upwards. Nationally, rents grew at 7.4 per cent annually, at a broadly similar pace to what 

was observed in the previous quarter. ¢ƘŜ ǎǘŀƴŘŀǊŘƛǎŜŘ ŀǾŜǊŀƎŜ ƴŀǘƛƻƴŀƭ ǊŜƴǘ ƛǎ ϵфут ǇŜǊ ƳƻƴǘƘΦ 

Quarter on quarter growth was relatively flat for Q1 2017, increasing by less than 0.1 per cent, 

down from 2.8 per cent the previous quarter. Rents in Dublin and surrounding commuter counties 

were amongst the highest relative to the national average, with parts of Cork and Galway cities 

also above average. 

 

With regard to the sub-set of property advertised on Daft.ie, the most recent Daft Rental Report 

Ψ¢ƘŜ 5ŀŦǘΦƛŜ wŜƴǘŀƭ tǊƛŎŜ wŜǇƻǊǘΥ !ƴ ŀƴŀƭȅǎƛǎ ƻŦ ǊŜŎŜƴǘ ǘǊŜƴŘǎ ƛƴ ǘƘŜ LǊƛǎƘ ǊŜƴǘŀƭ ƳŀǊƪŜǘ ŦƻǊ нлмт v2Ω7 

published in August 2017, states that the average rent nationally waǎ ϵ1,159.  Nationwide, the 

average rent has risen by 56% since bottoming out in late 2011 and is now 12.6% above the 

previous high, having exceeded its 2008 peak in 2016. The Daft.ie report indicates that in Dublin 

rental asking prices are now an average of 18.1% above their previous peak, while in Cork and 

Galway cities, prices are 11.2% and 21.4% above levels recorded nine years ago. Outside the cities, 

the average asking price rent is 5.8% above its previous peak. 

 

The difference between the average rental prices stated in the Daft.ie Report and the RTB Report 

is due to the different methodologies used.  The RTB figures are based on actual registered rents 

                                                           
5 However increased supply in the owner-occupier market may also lead to reduced demand in the rental 
market as individuals move between tenures. 
6 The Residential Tenancies Board (RTB) Rent Index is based on private rental property registered with the 
RTB and produced in conjunction with the Economic and Social Research Institute (ESRI).  It is based on 
actual rents for new tenancies in a particular quarter. In the latest Rent Index, Q1 2017, there were 23,866 
new tenancies registered. Available at: http://www.rtb.ie/docs/default-source/default-document-
library/rtb-rent-index-2017-q1-(3).pdf?sfvrsn=2  
7 August 2017. Daft.ie. Rental Price Report: An analysis of recent trends in the Irish rental market for 2017 
Q2. Available at: https://www.daft.ie/report/2017-Q2-rentalprice-daft-report.pdf  

http://www.rtb.ie/docs/default-source/default-document-library/rtb-rent-index-2017-q1-(3).pdf?sfvrsn=2
http://www.rtb.ie/docs/default-source/default-document-library/rtb-rent-index-2017-q1-(3).pdf?sfvrsn=2
https://www.daft.ie/report/2017-Q2-rentalprice-daft-report.pdf
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for new tenancies in a particular quarter whereas the Daft report uses a weighted average rent 

based on advertised asking price rents. More information about the RTB and Daft rent index 

methodologies is provided in Appendix 1. 

 

Recent Trends in Rental Market Dynamics 

Availability 

Figure 1 highlights the national shortage of rental stock as measured by Daft.ie.8 The stock of 

properties listed on Daft.ie as available for rent (supply) has followed a consistent downward 

trajectory since the middle of 2010; in Dublin, there were just over 1,121 properties available to 

rent as of 1 August 2017, more than 20% fewer than on the same date in 2016. 

 

It is likely that the Daft.ie measure of rental availability underestimates the true new stock 

available given not all registered properties are advertised on Daft. However, given lags in 

registration reporting (both in terms of inflow and outflows), RTB data on the net flow of new 

registrations by quarterly intervals, shown in Figure 2, is currently not sufficiently robust to enable 

direct comparisons. 

 
Figure 1: Stock of Properties to Rent (Daft.ie) 

 
Source: Daft.ie Rental Price Report: An analysis of recent trends in the Irish rental market for 2017 Q2. The 
index is based on asking rents for properties advertised to let on Daft.ie. Available at: 
https://www.daft.ie/report/2017-Q2-rentalprice-daft-report.pdf  
 

                                                           
8 Note that the Daft customer base does not include the entire market for a range of factors; not all landlords 
advertise through Daft or competitor platforms. Tenancies may also be renewed with tenants in situ or 
properties may be re-let on the basis of waiting lists via letting agents.   

https://www.daft.ie/report/2017-Q2-rentalprice-daft-report.pdf
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Figure 2: Stock of registered tenancies (RTB database) 

 

Source: Residential Tenancies Board (RTB). Data underpinning RTB quarterly rental index. Data on new 
registrations each quarter is not shown as the lagged nature of de-registration of properties means that new 
registrations plus implied outflows do not equate to total registrations in a given quarter. 

 

 
Affordability 

Both the private rental sector, and the owner occupied sector are characterised by increasing 

affordability pressures, particularly among households on moderate to low incomes. The pace of 

price inflation in residential rental markets has undergone a marked change in recent years. On a 

national basis, as of Q1 2017, rents have risen by almost 30% since their low-point in Q1 2012. 

Nationally residential rent price inflation has grown considerably during the last 4 years as 

measured by a range of indices. 

 

Figure 3 presents several national indices measuring the change in rents over time. Rents were 

7.37% higher on an annual basis in Q1 2017, according to the RTB Rental Index. Other measures 

also confirm a high degree of price inflation. ¢ƘŜ /{hΩǎ /tL tǊƛǾŀǘŜ wŜƴǘ ƛƴŦƭŀǘƛƻƴ ǿŀǎ 7.3% in the 

12 months to July 2017. According to the Daft.ie Rental Price Report, rents increased 11.8% on an 

annual basis in Q2 2017 marking the fifth consecutive quarter where growth in rents exceeded 10 

percent leaving rent levels 13% above their 2008 peak.   
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Figure 3: National Rent Indices 

 

Data Sources: CSO, Daft, RTB 

 

Trends at national level however hide considerable variation at regional level. In terms of regional 

disparity in rent developments, indices by location collated by the RTB (Figure 4) indicate that: 

- The annual year-on-year rate of growth in rents outside of Dublin (9.8%) has begun to 

exceed the pace of growth in Dublin (7.37%); 

- Rents in Dublin were 8% higher than their Q4 2007 peak; and, 

- Outside of Dublin, rents remain 8% off their previous Q4 2007 peak. 

 

Figure 4: Regional Rent Indices 

 

Source: RTB Rent Index 
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Affordability considerations linked to house price purchase are likely to drive continued rental 

tenure choice decisions for many households.  

 

Figure 5 indicates that average house prices were 12.7 times average disposable income per capita 

in Q1 2017. Based on the latest EBS-DKM housing affordability index (July 2017)9, mortgage debt 

servicing absorbs 21.2% of net income nationally, with the corresponding figure rising to almost 

37.4% in Dublin. 

 

Figure 5 House Price: Disposable Income per capita 

 

Source: CSO, ESRI/PTSB 
Notes: House price series is based on CSO average house price in Q4 2016 which is then indexed to the CSO 
House Price Index and the PTSB/ESRI index.  Long term average is for the period 1999 Q4 to 2017 Q1.  

 

 
Often used as a measure of housing market (dis)equilibrium, the ratio of house prices to rents rose 

from 2013 as illustrated in Figure 6 and then plateaued for much of 2015 and 2016, which is 

indicative of the rising pressure experienced in the rental sector relative to developments in the 

owner occupancy sector. 

 

 

                                                           
9 Which measures debt servicing costs for first time buyers based on average earnings, working couple, 
84% LTV. Available at: http://dkm.ie/uploads/downloads/EBS_Mortgage_Affordability_Report_2017-
V4_Web.pdf   
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Figure 6: House Price: Rent Ratio 

 
Source: CSO, RTB. 
Note: Long term average is for period 2002 Q1-2017 Q1. 

 

A further metric used to gauge trends in affordability within the rental sector is the rent-to 
disposable income ratio.  In terms of the proportion of income devoted to rental outlays, as of Q1 
2017 rents accounted for some 21.2% of median disposable income per household, with the rent 
to income ratio now standing above its long-term average for the past 12 consecutive quarters. 
This can be seen in  
Figure 7. 

 
Figure 7: Average National Rent: Disposable Income per Household 

 
Source: CSO, RTB. 
Note: Long term average is for period 2002 Q1-2017 Q1. 
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For lower income households, especially those living in urban areas, the rent to disposable income 

ratio seems likely to be considerably higher than the national average, placing additional strain on 

such households. 

 

Price inflation in residential rental markets is outstripping general measures of inflation (economy 

wide price growth) and wage growth, as illustrated in Table 1, further contributing to the 

deterioration in affordability within the sector. 

 
Table 1: Changes in Consumer Price Index and Average Weekly Wage 

Year 
CPI  

Annual % Change 
Average Weekly Earnings 

ϵ Annual % Change 

2014 0.2 ϵтлоΦфм 1.3 

2015 -0.6 ϵ712.02 1.1 

2016 0.1 ϵ716.07 0.5 

2017 0.3   

Notes: Consumer Price Index Annual % Change, as measured in January of the Relevant Year10 
Average Weekly Earnings, as measured in Q4 of the Relevant Year11 

 

Beyond these more recent indicators, there is a long standing trend of accommodation outlays 

rising as a proportion of overall expenditure, with the share rising most significantly amongst 

those in the private rental sector: Figure 8 on the next page shows that the share has risen 

steadily from 12.5% in 1987 to reach 26.8% in 201612. 

  
  

                                                           
10 Central Statistics Office. 2017. Consumer Price Index Annual % Change.  
11Central Statistics Office. 2017. Earnings Hours and Employment Costs Survey Quarterly.  
12 Household Budget Survey (HBS), Central Statistics Office, various years. 
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Figure 8: Weekly rent or mortgage expenditure as a % of total household expenditure (by household 
tenure) 

 
Data Sources: Fahey & Duffy, 2007 'The Housing Boom' in Fahey, T., Russell, H. & Whelan, C. T. (Eds.), Best 
of Times? The Social Impact of the Celtic Tiger, Dublin: Institute of Public Affairs; CSO, Household Budget 
Survey: 2007, 2012, 2017, Dublin: Central Statistics Office.   
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4. Profile of the Rental Sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Having briefly outlined recent trends in rental market dynamics together with  high-level driving 

factors in the preceding chapter, this chapter uses official data sources to describe the private 

rental sector in further detail, profiling both the composition of the rental stock and certain aspects 

ƻŦ ƭŀƴŘƭƻǊŘǎΩ ŦƛƴŀƴŎƛŀƭ ǇƻǎƛǘƛƻƴΦ ¢Ƙis chapter focuses on various characteristics of the stock, the 

credit conditions facing the sector, and profiles landlord income using available information.  

 

Although significant progress has been made in developing the empirical data available on the 

rŜƴǘŀƭ ƳŀǊƪŜǘΣ ǎǳŎƘ ŀǎ ǘƘŜ ǉǳŀǊǘŜǊƭȅ ǊŜƭŜŀǎŜ ƻŦ ǘƘŜ wŜǎƛŘŜƴǘƛŀƭ ¢ŜƴŀƴŎƛŜǎ .ƻŀǊŘΩǎ ǊŜƴǘ ƛƴŘŜȄΣ Řŀǘŀ 

limitations remain. Qualitative information regarding the current attitudes and motivations of 

landlords, together with potential investors into the sector, is somewhat outdated or is 

unavailable.  For this reason the Working Group undertook a public consultation as part of this 

review process, and the responses received are summarised later in this report. 

 

Key Points: 

¶ The private rented sector has grown considerably and is different from other tenure types 

in terms of unit characteristics such as age, type, and urban concentration. 

¶ Census data indicates that c.18.2% of households are in the private rented sector, and that 

the characteristics of the rental stock differ from owner-occupied property. 

¶ Just under 180,000 tax units (c.8% of the total) were in receipt of rental income in 2014. 

¶ The sector is dominated by small-scale landlords ς almost 86% of landlords have just one or 

two tenancies. The 20 largest landlords account for just under 3% of all registered tenancies. 

¶ Tax cases with rental income tend to be older than the general population, with peak 

ownership of rental property occurring in landlords between 40 and 50 years of age. 

¶ Landlords are spread throughout the overall income distribution for all taxpayers, tend to 

have sources of income independent of their rental income, and tend to have higher 

incomes than other income taxpayers. 

¶ The sector remains highly indebted.  Given data limitations the exact extent is difficult to 

estimate, however mortgage arrears among buy-to-let landlords remains a problem. 

¶ Buy-to-let mortgage lending has collapsed since 2009, reflecting relatively low levels of 

investor interest, together with more recent policy intervention in the form of tighter 

macro-prudential lending rules. 
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Data sources used for the purposes of this report include: 

¶ Residential Tenancies Board data on registered tenancies. 

¶ Revenue Commissioners data from tax returns submitted by landlords. 

¶ Census data on households in the State. 

  

When considering the taxation of the rental sector, including the taxation of rental transactions 

made between tenants and landlords, the landlord is the tax unit of relevance. As such, the tax 

treatment of tenants is not directly addressed in this chapter; the Strategy for the Rental Sector, 

published in December 201613, has a greater focus on tenants. 

 

The Rental Stock 

Comprehensive data on the existing rental stock is difficult to ascertain.  Census 2016 collected 

data concerning the private rental sector, but is subject to some caveats. Firstly, census 

information is restricted to units occupied on the night of the census and therefore temporarily 

vacant units, such as those between tenancies or vacant due to other factors such as commuting 

workers, hospitalisation, or whose owners are in residential elder care, are not captured. Also, 

Census data is self-reported and therefore may not accurately reflect the composition of the 

sector.14 Lastly, the composition of the rental sector is not static as, for instance, residential units 

shift from tenure type to tenure type.  However, notwithstanding these limitations, the Census 

data provide a valuable snapshot of information on the stock of residential rental accommodation. 

 

According to Census 2016 the private rented sector amounts to approximately 310,000 units, or 

18.2% of all households (Table 2: Size of the Rental Sector, 2016). This compares to some 337,000 

RTB-registered tenancies at around the same date.  ¢ƘŜ ǎŜŎǘƻǊΩǎ ǎƘŀǊŜ ƻŦ ƻǾŜǊŀƭƭ Ƙƻuseholds has 

grown considerably in recent decades. This tenure shift reflects changes in the structural demand 

for housing (driven by changing demographics, together with migration, headship and household 

formation patterns), as well as policy-induced spillover effects. For example, the recent macro-

prudential rules, whilst promoting overall financial sustainability, may have contributed to further 

pent-up demand amongst prospective home buyers. Such pent-up demand has also been fuelled 

by an overall deterioration in housing affordability of late, driven by house price increases 

outpacing trends in income per capita.  

                                                           
13 Published by the Department of Housing, Planning, Community and Local Government. 
14 Due, for instance, to potential tenant uncertainty concerning whether their landlord is a local authority, 
an approved housing body, or a private landlord. 
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Table 2: Size of the Rental Sector, 2016 

 Number Percentage 

All Households 1,697,665 100% 

Households renting from a Private 
Landlord 

309,728 18.2% 

Source: Central Statistics Office, Census 2016, Statbank Table E1006 

 

The experience in Ireland of a growing private rental sector is not unusual; a similar tenure shift 

has also occurred in several other developed countries in recent decades, including Australia, New 

Zealand and the United Kingdom. 

 

In Census survey responses, households provided information concerning the year in which the 

units they reside in were built (see Table 3). A far greater proportion of households renting in the 

private sector appear to reside in newer stock; 35.6% of such households live in units built from 

2001 onwards, as compared to 27.4% of all households. Compared to the overall household 

population a greater proportion of households renting in the private sector did not state the year 

in which the unit they live in was built, which can be plausibly attributed to a greater degree of 

uncertainty on that point among such households. 

  

Table 3: All Private Households in Permanent Housing Units by Period Built, 2016 

Year Built All Households % 
Households Renting from a 

Private Landlord % 

Before 1919 8.3 7.4 

1919 to 1945 6.5 4.2 

1946 to 1960 7.4 4.1 

1961 to 1970 6.8 3.8 

1971 to 1980 12.6 5.8 

1981 to 1990 10.1 7.1 

1991 to 2000 14.2 15.1 

2001 to 2010 25.4 34.6 

2011 or later 2.0 2.0 

Not stated 6.7 15.8 

Total 100 100 

Source: Central Statistics Office, Census 2016, Statbank Table EY040 

 

As shown in  
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Figure 9, in terms of unit type, the majority of rental stock is composed of detached, semi-detached 

or terraced houses. In excess of a third is composed of apartments or flats, compared to a share 

of roughly 10% amongst owner-occupiers.  

 
Figure 9: Rental Stock ς Type of Accommodation 

 

Source: Central Statistics Office, Census 2016, Statbank Table E1006 

 

The type of accommodation leased by private landlords and occupied by private households differs 

considerably from private aggregate housing stock, as Table 4 illustrates. 

 

Table 4: Type of Accommodation - Households Renting from a Private Landlord, 2016 

Type of Accommodation 
All Private Households 

Households Renting from a 
Private Landlord 

No. % No. % 

Detached house 715,133 42.1 57,159 18.5 

Semi- detached house 471,948 27.8 84,543 27.3 

Terraced house 284,569 16.8 50,142 16.2 

Flat or apartment in a 
purpose-built block 

172,096 10.1 92,356 29.8 

Flat or apartment in a 
converted house or 
commercial building 

28,783 1.7 19,493 6.3 

Bed-sit 3,266 0.2 2,236 0.7 

Not stated 21,870 1.3 3,799 1.2 

Total 1,697,665 100 309,728 100 

Source: Central Statistics Office, Census 2016, Statbank Table E1006 
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In terms of location, the stock of housing in the private rented sector is more concentrated in urban 

areas, relative to the owner occupation tenure. 63.7% of all households are located in the 

aggregate town area, while 83.3% of households renting from a private landlord are located in the 

aggregate town area.15 Therefore less than 17% of households renting live in rural areas, as 

opposed to approximately 36% of all households. 

 

The median tenure share of the private rental sector across all local authorities is 15.2%. 

Households renting from a private landlord have a particularly strong tenure share in Galway City, 

at 35.5%, Dublin City, at 29.7%, and Cork City, at 26.3%. The share of the private rental tenure in 

the other Dublin local authorities varies somewhat; in Fingal it is 21.3%, in Dun Laoghaire-

Rathdown it is 20.2% and in South Dublin it is 16.4%. The tendency to urban concentration is not 

universal however and certain predominantly rural local authorities, such as Westmeath, have 

higher private rental sector shares than urban local authorities such as Limerick or Waterford.16 17 

 

Profile of Landlords 

In considering the taxation of the rental sector it is important to quantify the number of owners of 

rental units in receipt of residential rental income, and to understand the scale of rental income 

received. Establishing a clear picture is not straightforward. Landlords are not as readily 

identifiable as tenants or owner occupiers in some official data sources, such as Census data. The 

information collected by organisations such as the Residential Tenancies Board in respect of 

registered tenancies is primarily focussed on tenancies and specific residential units, as opposed 

to ownership of those units.  Landlords are identifiable via tax returns, but returns for the years 

prior to 2016 did not require the separation of information on residential rental units from 

information on commercial rental units when declaring rental income and expenses for tax 

purposes.  However, using data received from the RTB, Revenue were able to isolate for further 

analyses for the purposes of this report a sub-set of taxpayers with rental income who also have 

registered tenancies with the RTB.  While it is likely that some of these landlords may have some 

element of rental income from commercial property, this dataset was the closest approximation 

of residential landlords available for analysis at this time. 

 

                                                           
15 Source: CSO Statbank Table E1006. 
16 Source: CSO Statbank Table E1015. 
17 Westmeath 18.7%; Limerick 18.0%; Waterford 15.2%. 
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In spite of these difficulties, it is possible to provide a partial description of an industry which 

notwithstanding the emergence of a tier of corporate landlords of scale, is diverse and somewhat 

fragmented and remains dominated by small-scale landlordism. 

 

In 2014, the most recent year for which comprehensive data was available at the commencement 

of the analysis for this report, 178,467 tax units, out of a total of 2.224 million, were in receipt of 

Irish rental income, i.e. just over 8% of tax units subject to income tax were in receipt of rental 

income in 2014. 

 

The majority of landlords in Ireland are individuals, owning one or two rental properties. Data from 

the RTB, set out in Table 5 below, show that almost 70% of landlords have a single tenancy, and 

over 91% of landlords have three or fewer tenancies. As of May 2017, the top-20 landlords ς large 

professional landlords including corporate vehicles, Real Estate Investment Trusts (REITs), 

investment funds and individuals ς accounted for just 2.83% of residential tenancies. 

 

Table 5: Number of Tenancies per Landlord 

No of Tenancies Individuals Companies Total  Landlords % of Landlords 

1 120,485 3,375 123,860 69.71% 

2 27,677 898 28,575 16.08% 

3 9,975 416 10,391 5.85% 

4 4,597 257 4,854 2.73% 

5 2,491 188 2,679 1.51% 

6 1,563 163 1,726 0.97% 

7 1,022 116 1,138 0.64% 

8 677 82 759 0.43% 

9 521 70 591 0.33% 

10-20 1,792 385 2,177 1.23% 

20+ 541 386 927 0.52% 

Total: 171,341 6,336 177,677 100.00% 

Data Source: RTB 

 

A standard measure of the concentration of an industry is the C4 Concentration Ratio, a measure 

based on the sales of the largest four firms in a given industry.18 Using residential units as a proxy 

for sales, the C4 Ratio for the national residential rental sector is less than 2%, although this varies 

by area depending on the degree of corporate land holdings.  Compared to many other industries, 

                                                           
18 Martin, S. (1994) Industrial Economics ς Economic Analysis and Public Policy, Second Edition. New York: 
Macmillan Publishing, page 113. 
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that is very low. The C4 Ratio is lower in some rental markets in specific geographic areas, due to 

the absence of larger firms, and higher in other markets, for instance parts of South Dublin, due to 

the presence of corporate landlords owning considerable volumes of units. 

 

Large Landlords and the Corporate Sector 

¢ƘŜ wŜǎƛŘŜƴǘƛŀƭ ¢ŜƴŀƴŎƛŜǎ .ƻŀǊŘΩǎ wŜƎƛǎǘŜǊ ƻŦ ¢ŜƴŀƴŎƛŜǎ ƛƴŘƛŎŀǘŜǎ ǘƘŀǘ ǘƘŜ ƭŀǊƎŜǎǘ нл ƭŀƴŘƭƻǊŘǎΣ ōȅ 

number of tenancies, each have in excess of 150 tenancies, with the top 5 each having 400 or 

more. Within the top 20, 6 of the landlords are classed as individuals, the remaining 14 are 

corporate entities including REITs and investment funds. 

 

In recent years a small number of relatively large commercial entities have begun operations either 

specialising wholly in residential rental or combining residential rental with commercial rental 

operations. Several of these companies are also currently engaged in development activities, 

particularly in Dublin locations. A number are REITs, established following the introduction of the 

REIT framework in 2013, while others are Irish arms of established international property firms. 

 
Figure 10: Share of Non-Household Residential Dwelling Buyers as a Proportion of All Buyers 

 

Data Source: Central Statistics Office, Statbank Table HPM02  
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Figure 10 illustrates the growing market share of non-household purchasers of residential 

dwellings; that is purchasers which are not households.19 It is worth noting however that this 

classification of buyer, as well as private companies (REITs and investment funds), also includes 

transactions by State/Semi-State bodies, and charitable/religious organisations including 

purchases by Approved Housing Bodies. It is hoped that the CSO will publish a breakdown of non-

household buyers into the above categories from Q4 2017 onwards. 

 

Notwithstanding that the total number of rental units operated by large commercial entities is 

relatively small, these companies have a strong presence in certain geographic markets, and often 

cater for a specific higher-end market segment. The presence of this sector has been growing in 

recent years and seems likely to grow further, especially in certain urban rental markets. 

 

Age Profile 

 
The records held by the Revenue Commissioners on individuals in receipt of taxable rental income 

provide some information concerning the ages of landlords and permits a comparison with other 

taxpayers. Figure 11 illustrates that tax cases with a rental income from residential or commercial 

property tend to be considerably older than the population of all tax cases. 29.2% of all tax cases 

record an age of 51 or more, as compared to 58.5% of cases with a rental income. 

 

It should be noted however that these percentages, and Figure 11, are based on tax cases which 

declared their age.  11.4% of all tax cases and 30.7% of tax cases with a rental income did not 

declare an age.  Individuals aged over-65 are more likely to declare their age to the Revenue 

Commissioners in order to claim the additional Age Tax Credit, so it is likely that a significant 

majority of the tax cases not declaring an age are aged under 65.  

 

 

 
 

 
 
 

                                                           
19 ¢Ƙŀǘ ƛǎΣ ƴƻǘ ƻǿƴŜǊ ƻŎŎǳǇƛŜǊǎ ƻǊ ƘƻǳǎŜƘƻƭŘ Ψƴƻƴ-ƻŎŎǳǇƛŜǊǎΩΣ ǎǳŎƘ ŀǎ ƘƻǳǎŜƘƻƭŘǎ ƛƴǾŜǎǘƛƴƎ ƛƴ ōǳȅ-to-let 
properties. Note: The data show the number of filings, i.e. the stamp duty event reported. 
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Figure 11: Age Profile of All Tax Cases and Tax Cases with a Rental Income in 201420 

 

Data Source: Revenue Income Tax IDS 

 

Notwithstanding these limitations, the available data indicate a concentration of landlords in the 

age range of 30 to 70 years of age, with peak ownership of rental property occurring in landlords 

between 40 and 50 years of age. 

 

Rental Income and Tax 

Records held by the Revenue Commissioners provide information concerning the incomes, 

including rental incomes, of landlords, and aggregate data on this cohort of taxpayers was analysed 

by the Working Group. Tax records for the tax year 2014, the most recent year for which 

comprehensive data were available, were used for the purposes of this exercise.  

                                                           
20 Figures are based on returns to Revenue in respect of 2014. Rental Income includes income returned in 
respect of both residential and commercial properties. In the case of joint assessment, the age of the 'self' 
on the return is used. Furthermore, the percentages are based on tax cases which declared their age; note 
that 11.4% of all tax cases and 30.7% of tax cases with a rental income did not declare an age.   
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Based on these tax returns, 2,224,048 cases21 are recorded in the 2014 Revenue Income Tax data 

with a total gross income22 ƻŦ ϵупΦмōƴΦ hŦ ǘƘŜǎŜΣ мтуΣпстΣ ƻǊ just over 8%, declared gross rental 

income ǘƻǘŀƭƭƛƴƎ Ƨǳǎǘ ǳƴŘŜǊ ϵп ōƛƭƭƛƻƴ. This 8% cases reported gross income totalling ϵмпΦпōƴ, of 

ǿƘƛŎƘ ϵ2.1bn was net rental income όƛƴ ǘƘƛǎ ŎƻƴǘŜȄǘΣ ΨƎǊƻǎǎΩ ƛƴŎƻƳŜ ƛƴŎƭǳŘŜǎ ƴŜǘ ǊŜƴǘŀƭ ƛƴŎƻƳŜ 

after deduction of allowable letting expenses). Note however, that rental income in this instance 

encompasses income returned in respect of both residential and commercial properties.23 Due to 

the structure of tax return forms for tax years prior to 201624 it is not possible to distinguish 

between commercial and residential rental income. Whilst these statistics provide a reference 

point they are not especially useful in the absence of a clearer distinction between the commercial 

and rental sectors in terms of relative size and ownership patterns. 

 

To help overcome this difficulty, the Working Group requested that the Revenue Commissioners 

conduct a matching exercise reconciling records held by the Residential Tenancies Board with the 

2014 Income Tax data. Doing so excludes many, although not all, tax units in receipt of rental 

income from commercial premises.25 RTB systems are designed to register tenancies whereas 

Revenue systems record information from tax units, including jointly-assessed couples, therefore 

the two datasets do not lend themselves to direct comparison. The matched dataset includes in 

excess of 92,000 tax units, although it has not been possible to fully match all files. Therefore, the 

following information should be regarded as partial and indicative, rather than comprehensive.  

 

Comparisons of the 2014 income tax data and the matched data permit an examination of the 

decile shares, that is the share of total income going to those in the bottom 10%, the next 10%, 

etc. of tax units. Deciles are shown in Table 6, for all cases and for matched landlords. Note that 

gross income is income before tax, and that it includes net rental income after deduction of 

allowable letting expenses. bƻǘŜ ŀƭǎƻ ǘƘŀǘ ǘƘŜ ΨaŀǘŎƘŜŘ [ŀƴŘƭƻǊŘǎΩ ŎŀǘŜƎƻǊȅ ƛǎ ŀ ǎǳōǎŜǘ ƻŦ Ψ!ƭƭ 

                                                           
21A case is a tax unit; married persons or civil partners who have elected or who have been deemed to have 
elected for joint assessment are counted as one tax unit. As such, cases may represent two taxpayers and 
several incomes, but count as one tax unit. 
22 Gross income is income before adjustments are made in respect of capital allowances, interest paid, 
losses, allowable expenses or retirement annuities but after deduction of superannuation contributions by 
employees. Gross income includes certain income belonging to individuals whose total income is below the 
exemption limits. It does not include any income which is not income for tax purposes or which is exempt 
from tax. Note that gross income includes net rental income after deduction of allowable letting expenses. 
23 Note that this data relates specifically to rental income received by individuals and does not include, for 
example, rents received by companies. 
24 The Revenue Commissioners have since introduced form fields to disaggregate residential and commercial 
rental income. 
25 Presumably some landlords have mixed property portfolios including residential and commercial rental 
assets. 
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/ŀǎŜǎΩΦ ¢ƘŜ ŦƛǊǎǘ Ǉƻƛƴǘ ƛǎ ǘƘŀǘ ǘƘŜ ǊŜƭŀǘƛǾŜ ǎƘŀǊŜǎ ƻŦ ǘƘŜ Ψ!ƭƭ /ŀǎŜǎΩ ŀƴŘ ΨaŀǘŎƘŜŘ [ŀƴŘƭƻǊŘǎΩ ŘŜŎƛƭŜǎ 

are quite similar throughout each distribution; the bottom deciles had shares of 0.5% and 0.7% 

while the top deciles had shares of 34.9% and 37.7% respectively. However, whilst the decile 

ǎƘŀǊŜǎ ƳƛƎƘǘ ōŜ ǎƛƳƛƭŀǊΣ ǘƘŜ ǊŀƴƎŜǎ ǿƛǘƘƛƴ ŜŀŎƘ ŘŜŎƛƭŜ ŀǊŜ ƴƻǘΦ ¢ƘŜ ΨaŀǘŎƘŜŘ [ŀƴŘƭƻǊŘǎΩ ƘŀǾŜ ŀ 

considerably higher income within each decile; the midpoint within each decile is at least twice 

ǘƘŀǘ ŦƻǳƴŘ ŀƳƻƴƎ Ψ!ƭƭ /ŀǎŜǎΩΦ  Put another way, landlords tend to have higher incomes than non-

landlords, however it is not the case that all landlords have high incomes. 

 

Table 6: Decile Comparison of Gross Income for All Cases and Matched Landlords, 2014 

 All Cases Matched Landlords 

Decile Gross Income 
wŀƴƎŜΣ ϵƪ 

Income Share, 
% 

Gross Income 
wŀƴƎŜΣ ϵƪ 

Income Share, 
% 

Bottom 0-4.6 0.5 0 ς 13.3 0.7 

2 4.6 ς 10.8 2.1 13.3 ς 29.1 2.4 

3 10.8 ς 16.5 3.6 29.1 ς 41.0 3.9 

4 16.5 ς 21.7 5.0 41.0 ς 52.4 5.1 

5 21.7 ς 27.4 6.5 52.4 ς 64.2 6.4 

6 27.4 ς 33.8 8.1 64.2 ς 77.5  7.7 

7 33.8 ς 42.0 10.0 77.5 ς 94.2 9.4 

8 42.0 ς 53.9 12.6 94.2 ς 118.4 11.5 

9 53.9 ς 75.8  16.8 118.4 ς 171.3 15.4 

Top Over  75.8 34.9 Over  171.3 37.7 

Data Source: Revenue Income Tax IDS 

 

The following boxplots graphically depict the income distributions of 2014 tax cases.26 Note that 

dǳŜ ǘƻ ǘƘŜ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ ǘƘŜ wŜǾŜƴǳŜ /ƻƳƳƛǎǎƛƻƴŜǊǎΩ {ǘŀǘƛǎǘƛŎŀƭ 5ƛǎŎƭƻǎǳǊŜ /ƻƴǘǊƻƭǎ ǘƘŜ 

distributional graphics are based on aggregated data and therefore the distributions should be 

regarded as stylised and approximate. 

 

                                                           
26 Each box represents the interquartile range, the white line within the box represents the median. 50% of 
the observations of any given year lie within this box. The whiskers, which are the horizontal lines extending 
either side of the boxes end with lines known as fences; the upper fences is the highest observation less 
than or equal to the third quartile plus 1.5 times the interquartile range. The lower fence is similarly 
calculated by reference to the first quartile. Outliers have been omitted. Outliers, for the purposes of the 
boxplots presented in this Chapter, are defined as observations lying outside of the interquartile range and 
which are less than or equal to the first quartile minus 1.5 times the interquartile range, or greater than or 
equal to the third quartile plus 1.5 times the interquartile range. 
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Figure 12 depicts the gross income distribution of all tax cases in 2014. Median income is below 

ϵолΣллл ŀƴŘ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ŜȄǘŜƴŘǎ ǘƻ ōŜƭƻǿ ϵфлΣлллΦ  

 
Figure 12: Income Distribution of Gross Income 2014 for All Cases 

 

Data Source: Revenue Income Tax IDS 

 

As illustrated in Table 6 the gross incomes of matched landlords tend to be considerably higher 

than those found among all tax cases in 2014.  Figure 13 depicts net rental income received by the 

matched 92,000 landlords in 2014. Net Rental Income is rental income after expenses (used) but 

before tax and before capital allowances and losses brought forward. For ease of comparison, the 

axes of Figure 12 and Figure 13 are scaled identically. 

Figure 13 indicates that the higher incomes among matched landlords are not primarily a result of 

income arising from residential rental property; net rental income received by matched landlords 

in 2014 is a small proportion of the gross income received by matched landlords.  Put another way, 

residential landlords tend to have higher incomes than other income tax payers independent of 

their rental income received. 

 

 

Figure 13: Income Distribution of Net Rental Income 2014 for All Matched Landlords 
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Data Source: Revenue Income Tax IDS 

 

Analysis of the tax returns of the cohort of matched landlords also provides some further insight 

into the rental income and other income earned by residential landlords. 

¶ When split into deciles by net rental income, the first decile (i.e. the lowest 10%) has 

ŀǾŜǊŀƎŜ ƴŜǘ ǊŜƴǘŀƭ ƛƴŎƻƳŜ ƻŦ ϵфпл ǇŜǊ ȅŜŀǊΣ ŀƴŘ ǘƘŜ ǘƻǇ ŘŜŎƛƭŜ Ƙŀǎ ŀǾŜǊŀƎŜ net rental 

ƛƴŎƻƳŜ ƻŦ ϵуоΣпрл ǇŜǊ ȅŜŀǊΦ 

¶ The distribution of landlords by average gross income (which includes net rental income 

ŀŦǘŜǊ ŘŜŘǳŎǘƛƻƴ ƻŦ ŀƭƭƻǿŀōƭŜ ƭŜǘǘƛƴƎ ŜȄǇŜƴǎŜǎύ ǊŀƴƎŜǎ ŦǊƻƳ ŀƴ ŀǾŜǊŀƎŜ ƻŦ ϵрΣфсп ƛƴ ǘƘŜ ŦƛǊǎǘ 

ŘŜŎƛƭŜ ǘƻ ŀƴ ŀǾŜǊŀƎŜ ƻŦ ϵоппΣннр ƛƴ the tenth decile, with an average gross income across 

ŀƭƭ ŘŜŎƛƭŜǎ ƻŦ ƻǾŜǊ ϵфлΣллл (see Figure 14).  

¶ When distributed by net rental income (see Figure 15), it can be seen that the average 

gross income of landlords in the first 7 deciles of net rental income is quite steady, ranging 

from c. ϵссΣулл ǘƻ ŎΦ ϵусΣнллΦ  ¢Ƙƛǎ ǿƻǳƭŘ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘŜǊŜ ƛǎ ƴƻ ǇŀǊǘƛŎǳƭŀǊ ŎƻǊǊŜƭŀǘƛƻƴ ƻŦ 

low average rental profits with lower average gross income ς i.e. profitable rental 

properties seem to be spread across landlords of varying gross incomes.  
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Figure 14: Gross Income and Net Rental Income of Landlords: Gross Income 

 

Data Source: Revenue Income Tax IDS 

 

Figure 15: Gross Income and Net Rental Income of Landlords: Net Rental Income 

 

Data Source: Revenue Income Tax IDS 
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Rental Expenses 

Revenue records for the 178,467 individual landlords declaring rental income (both commercial 

and residential) in 2014 show that just under 10% of landlords (17,592 tax cases) were loss-making 

under current expense deduction rules which, in 2014, allowed a deduction for 75% of qualifying 

mortgage interest. Over 37% of landlords had taxable rental profits of between ϵм ŀƴŘ ϵрΣллл ς it 

could be speculated that this would include some landlords who would have had no taxable rental 

profit if full interest deductibility had been available in that year, and over 82.5% of landlords have 

ǇǊƻŦƛǘǎ ƻŦ ƭŜǎǎ ǘƘŀƴ ϵмрΣллл όƛƴŎƭǳŘƛƴƎ ƭƻǎǎ-making landlords).  In general mortgaged landlords 

would, in addition, be making capital repayments on their mortgage borrowings, and deduction 

for such capital repayments is not available against rental income. 

 

Analysis of the tax returns of the cohort of matched landlords also provides some further insight 

into the rental expenses incurred by residential landlords.  These are detailed in summary form 

under the following categories: repairs; allowable interest; Section 23-type relief; exempt income 

from leasing of farmland; other.  Capital allowances and rental losses carried forward are also 

itemised.  Analysis of these records shows that: 

¶ Just over 70% claimed interest expense deductions ς this accords with the responses to 

the 2014 DKM survey of landlords referenced below.   

¶ 76% claimed deductions for repairs, 56% claimed wear & tear allowances, and 12% 

claimed relief for losses carried forward. 

 
Figure 16: Percentage of Landlords Claiming Expense Deductions 2014 

Data Source: Revenue Income Tax IDS 
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2014 Survey of Landlords 

Although some time has passed since its completion, the most recent large survey of landlords was 

conducted in June 2014 on behalf of the Residential Tenancies Board. A random sample of 

ƭŀƴŘƭƻǊŘǎ ŘǊŀǿƴ ŦǊƻƳ ǘƘŜ wŜǎƛŘŜƴǘƛŀƭ ¢ŜƴŀƴŎƛŜǎ .ƻŀǊŘΩǎ ǊŜƎƛǎǘŜǊ ƻŦ ƭŀƴŘƭƻǊŘǎ ǿŀǎ ǳǎŜŘΤ плл 

interviews were completed.  

 

Given the somewhat small sample size and the passage of time since the survey was undertaken, 

these results should be interpreted with a degree of caution, however they do provide valuable 

insights.  

 

The principal findings of the survey were that: 

¶ 61% of landlords interviewed were male, 39% were female. Most landlords are married or 

in a long-term relationship, only 10% are single; 

¶ With regard to socio-economic group, the B and C1 categories (corresponding to the middle 

and lower-middle demographic classifications, respectively) accounted for 51% of 

responses. Landlords in social class E, whose main income source are social welfare 

payments, accounted for 14% of respondents; 

¶ The average age of a landlord was 52 years. 23% were aged between 35 and 44 years, 32% 

between 45 and 54 years, 23% between 55 and 64 years, and 16% aged 65 years or more; 

¶ On average respondents had been landlords for close to 9 years. Two thirds of landlords 

ǿŜǊŜ άƭƻƴƎŜǊ-ǘŜǊƳέ ƭŀƴŘƭƻǊŘǎΣ ƘŀǾƛƴƎ ōŜŜƴ ŀ ƭŀƴŘƭƻǊŘ ŦƻǊ ƻǾŜǊ р ȅŜŀǊǎΦ hƴŜ ƛƴ ŦƛǾŜ 

respondents had been a landlord for more than 10 years. Just over a third of landlords had 

been so for less than 5 years; 

¶ 65% of landlords owned one property. A further 17% owned two properties and 9% owned 

three properties. 10% of landlords owned more than three properties. 91% of landlords 

indicated they had not changed the number of properties that they owned over the 

preceding 3 years; 

¶ 80% of landlords were responsible for their properties themselves, 14% used a property 

letting company and 6% used a property management company; 

¶ As regards motivation to become a landlord, 39% of respondents stated that they 

considered property to be a good investment, including for additional income and to provide 

income during retirement, and 8% bought a property for future use by children.  
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¶ ос҈ ƻŦ ƭŀƴŘƭƻǊŘǎ ǿŜǊŜ ŘŜǎŎǊƛōŜŘ ŀǎ ΨŀŎŎƛŘŜƴǘŀƭΩΣ ǘƘŀǘ ƛǎ ǇŜƻǇƭŜ ǿƘƻ ŘƛŘ ƴƻǘ ƳŀƪŜ ŀ ǇƻǎƛǘƛǾŜ 

decision to become landlords. Of this cohort, 82% have one property available to rent. The 

ƳŀƧƻǊƛǘȅ ƻŦ ΨŀŎŎƛŘŜƴǘŀƭΩ ƭŀƴŘƭƻǊŘǎ ƘŀŘ ōŜŜƴ ƭŀƴŘƭƻǊŘǎ ŦƻǊ р ȅŜŀǊǎ ƻǊ ƭŜǎǎΤ 

¶ 70% of landlords indicated that they had an outstanding debt on the rental property; and, 

¶ Of those landlords with an outstanding debt, 71% stated that the rental income they 

received did not cover the mortgage or loan repayments.27 6% stated that rental income 

exceeded debt repayments. 

¶ In terms of future plans, at the time of the survey some 62% stated that they intended to 

remain as landlords, while 29% stated they intended to sell their properties as soon as 

circumstances permitted. 

 

Financing and Buy to Lets 

This section reviews mortgage-based lending to landlords. Banking and Payments Federation 

Ireland (BPFI) issue monthly statistics on mortgage approvals and drawdowns. By definition, these 

figures exclude transactions funded through non-mortgage based means.28 However as gross 

lending data reportedly covers roughly 90% of the mortgage market across each of the customer 

sectors, it provides a useful description of credit market dynamics within the property sector. 

 

Several types of property-related lending are tracked by BPFI, including the residential investment 

letting (RIL) category, composed of mortgage loans issued for the purchase of residential 

investment properties or holiday homes. With regard to mortgage approvals, the RIL proportion 

of the total value of approvals29 has fallen from 4.0% in September 2014 to 3.2% in February 

2017.30  

 

The BPFI also provides data on mortgage drawdowns, which provide a more direct indication of 

investment activity in rental property than mortgage approval data. Figure 17 illustrates the very 

considerable decline in RIL lending, both in absolute terms and as a proportion of overall lending. 

 

                                                           
27 Note that an income tax liability could still arise where rent received does not cover loan repayments as 
loan repayments generally include both interest and capital elements. 
28 The BPFI data relates to loans approved by BPFI member institutions which are secured by a mortgage on 
residential Irish property. Therefore cash transactions are not captured, nor are loans issued by non-BPFI 
sources. 
29 The other categories being first-time-buyer, mover, re-mortgage and mortgage top-up. 
30 Data unavailable prior to September 2014. A 3-month rolling average is applied by the BPFI. 
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¢ƻǘŀƭ wL[ ƭŜƴŘƛƴƎ ǇŜŀƪŜŘ ŀǘ ϵнΦнōƴ ƛƴ vн нллсΣ ŦŀƭƭƛƴƎ ōȅ ƻǾŜǊ ŀ ǘƘƛǊŘ ǘƻ ϵмΦпōƴ ōȅ vн ƻŦ нллуΦ 

[ŜƴŘƛƴƎ ƭŜǾŜƭǎ ŎƻƭƭŀǇǎŜŘ ǘƻ ϵрлƳ ōȅ vн ƻŦ нлмлΣ ǊŜŀŎƘƛƴƎ ŀ ƭƻǿ ƻŦ Ƨǳǎǘ ϵммƳ ƛƴ vм ƻŦ нлмо, and 

has remained negligible ever since. Of the total lending to all purchasers31, the RIL component 

accounted for 32.4% of credit drawn down by purchasers in Q1 of 2008, with this share declining 

steeply to 4.9% in Q1 of 2010. RIL lending has remained at 4.0% or less of total lending drawn down 

since Q3 2012. 

 
Figure 17: Quarterly Residential Investment Lending Volumes, Credit Drawdowns 2005 to 2017 

 

Data Source: ²ƻǊƪƛƴƎ DǊƻǳǇΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ ōŀǎŜŘ ƻƴ Řŀǘŀ ǎǳǇǇƭƛŜŘ ōȅ ǘƘŜ .ŀƴƪƛƴƎ ŀƴŘ tŀȅƳŜƴǘǎ 
Federation Ireland32 

 

Notwithstanding that many purchasers of buy-to-let properties are not credit dependent, that 

some buy-to-let borrowing may be misclassified as other types of lending and that further 

financing may originate from non-bank sources, it is clear from this data that a structural break in 

investment into RIL property occurred in 2008. Causal interpretation, however, is not entirely 

straightforward. The decline in lending may be due, on the one hand, to an inability or 

unwillingness on the part of financial institutions to expand the availability of credit to buy-to-let 

investors, and, on the other hand, to reduced demand from potential investors and holiday-home 

purchasers. It is likely to be a combination of the two, however given rental market price 

                                                           
31 i.e. RIL purchasers, first-time buyers and mover-buyers 
32 The Working Group wishes to express its gratitude to BPFI for providing access to this dataset. 
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movements in recent years it seems plausible that a general reluctance may exist on the part of 

the banking system to greatly expand RIL credit provision. The relatively more restrictive macro-

prudential lending rules applied by the Central Bank to the buy-to let cohort33 are also likely to 

have had a bearing. 

 

Buy-to-Let Mortgage Profile34 

In terms of indebtedness experienced by the mortgage holding cohort of landlords, at end-

December 2016 there were 130,710 residential mortgage accounts for buy-to-let (BTL) properties, 

with a combined value35 ƻŦ ϵнпΦлпōƴΦ ¢ƘŜǎŜ ǊŜǇǊŜǎŜƴǘΣ ƛƴ ǾŀƭǳŜ ǘŜǊƳǎΣ мфΦп҈ ƻŦ ƻǾŜǊŀƭƭ ƳƻǊǘƎŀƎŜ 

lending outstanding. Since June 2012 the number of BTL accounts outstanding fell by 13.0% in 

terms of their number and by 23.1% in terms of their value.  

 

Figure 18: Balance of Loan Accounts Outstanding for Principal Dwelling Home and Buy-to-Let 
Loans, June 2012 to December 2016 

 

Data Source: ²ƻǊƪƛƴƎ DǊƻǳǇΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ ōŀǎŜŘ ƻƴ /ŜƴǘǊŀƭ .ŀƴƪ ƻŦ LǊŜƭŀƴŘΩǎ wŜǎƛŘŜƴǘƛŀƭ aƻǊǘƎŀƎŜ 
Arrears and Repossession Statistics Data Release Q4 2016 

 

                                                           
33 Buy to let investors are subject to a 70% Loan-to-Value limit under Central Bank residential mortgage 
lending requirements. 
34 Source: /ŜƴǘǊŀƭ .ŀƴƪ ƻŦ LǊŜƭŀƴŘΩǎ wŜǎƛŘŜƴǘƛŀƭ aƻǊǘƎŀƎŜ ŀƴŘ wŜǇƻǎǎŜǎǎƛƻƴ {ǘŀǘƛǎǘƛŎǎ 5ŀǘŜ wŜƭŜŀǎŜ, Q4 2016. 
35 i.e. the outstanding mortgage. 
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Figure 18 shows that the trend since June 2012 is consistent with deleveraging underway by a wide 

range of economic actors, including households, since the onset of the 2008 economic contraction. 

Note however that the decline in the aggregate balance outstanding of BTL mortgages since June 

2012 is steeper than that for Principal Dwelling Home (PDH) mortgages, a 23.1% fall as compared 

to an 11.1% fall in the value outstanding of PDH mortgage accounts over the same period. 

 

Arrears 

In terms of the servicing capacity of landlords holding these BTL mortgages, some 25,218 accounts 

were in arrears as of December 2016, having fallen 38% from peak levels. On a value basis, 19.3% 

of BTL accounts were in arrears, with a value36 ƻŦ ϵсΦспōƴ, with 10.7% of these in arrears for 720 

days or more. 

 

Despite sustained rental market price inflation which, as outlined earlier in this report, has seen 

rent prices increase to near or above previous peak levels, these arrears reached their highest level 

outstanding, in value terms, in September of 2016, before improving marginally in December 2016. 

The Central Bank has expressed concern that despite improvements over the past 2 years, the 

stock of arrears in BTL portfolios is significant with approximately 1 in 6 BTL accounts in arrears 

over 90 days.37  

 

Persistent, worsening arrears of many BTL mortgage accounts will require an ongoing focus on 

resolution; the Central Bank, the government and the banking system have been working to 

reduce arrears by providing options to restructure mortgage accounts, particularly for principal 

dwelling homes. However, BTL mortgages are not covered by the Code of Conduct on Mortgage 

!ǊǊŜŀǊǎ ǳƴƭŜǎǎ ǘƘŜ ǇǊƻǇŜǊǘȅ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƻƴƭȅ ǊŜǎƛŘŜƴǘƛŀƭ ǇǊƻǇŜǊǘȅ ƛƴ ǘƘŜ LǊƛǎƘ ǎǘŀǘŜΦ 

 

 
Table 7 compares some of the arrears metrics relevant to the PDH and BTL sectors of the mortgage 

market. It is evident that the arrears challenge is more severe in the BTL sector. Added to this, 

many PDH mortgages which initially pertained to owner occupied properties may now relate to 

the rental market, without a re-classification in mortgage origination, as owners may for example 

                                                           
36 The value of arrears is the amount outstanding plus arrears, accrued interest, unpaid fees and legal costs 
όǿƘŜǊŜ ŀŘŘŜŘ ǘƻ ǘƘŜ ōŀƭŀƴŎŜύΣ ŀǎ ǊŜǇƻǊǘŜŘ ƛƴ ǘƘŜ /ŜƴǘǊŀƭ .ŀƴƪ ƻŦ LǊŜƭŀƴŘΩǎ wŜǎƛŘŜƴǘƛŀƭ aƻǊǘƎŀƎŜ ŀƴŘ 
Repossession Statistics Date Release. 
37 Central Bank of Ireland (2016) Report on Mortgage Arrears. Dublin: Central Bank of Ireland, page 55. 
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have moved for reasons such as migration, changing household composition, financial stress etc.38 

Consequently, it is difficult to gauge the exact extent of indebtedness in the rental sector, with the 

BTL statistics representing a likely lower bound. It may be the case that some of the PDH mortgage 

accounts in arrears are currently occupied by renting households. 

 
Table 7 Mortgage Arrears in the Principal Dwelling Home and Buy-to-Let Sectors, December 2016 

 Principal 
Dwelling Home 

Buy-to-Let 

Total Loans 736,894 130,710 

In Arrears 82,092 25,218 

% in Arrears 10.5% 19.3% 

In arrears over 720 days 33,447 14,028 

% in arrears over 720 days 4.7% 10.7% 

Data Source: /ŜƴǘǊŀƭ .ŀƴƪ ƻŦ LǊŜƭŀƴŘΩǎ wŜǎƛŘŜƴǘƛŀƭ aƻǊǘƎŀƎŜ !ǊǊŜŀǊǎ ŀƴŘ wŜǇƻǎǎŜǎǎƛƻƴ {ǘŀǘƛǎǘƛŎǎ 5ŀǘŀ 
Release Q4 2016 

 

There is a concern that arrears developments in both the PDH and BTL sectors have the potential 

to impact on rental markets resulting in units being removed from the rental market if sold or left 

vacant during periods of arbitration.  

 

 

 

 

  

                                                           
38 Note that Census 2016 records 535,675 ƘƻǳǎŜƘƻƭŘǎ ŀǎ ōŜƛƴƎ ΨƻǿƴŜǊ ƻŎŎǳǇƛŜŘ ǿƛǘƘ ƭƻŀƴ ƻǊ ƳƻǊǘƎŀƎŜΩ ƻƴ 
April 24 2016. The Central Bank information from the financial institutions states a total of 743,700 
residential mortgage loan accounts outstanding at the end of Q1 2016. 
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5. Current tax treatment of landlords 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

One of the tasks assigned to the Working Group was to examine the current tax treatment of 

landlords.  A clear understanding of the provisions currently applying to landlords is required 

before options for amendments to that treatment can be considered. 

 

This section therefore sets out the basis of taxation for landlords in receipt of rental income from 

Irish property.  It details the tax treatment applying to different types of landlord, the manner in 

which rental profits are calculated and the allowable expenses which can be deducted.  For the 

purposes of comparison, this section also sets out the tax treatment applying to other sources of 

employment and investment income, together with some worked examples.  It should be noted 

that the examples are generated for illustrative purposes only, using generic figures for the 

purposes of comparison, and should not be interpreted as representative of any particular sector 

or investment product. 

 

  

Key Points: 

¶ Rental income, after deduction of allowable letting expenses is subject to tax as part of 

the total taxable income of the landlord. 

¶ Individual landlords are subject to income tax, including USC and PRSI where appropriate. 

Corporate landlords are liable to corporation tax, including the close company surcharge 

where appropriate.  Specific rules apply to other entities such as REITs and funds. 

¶ Revenue expenses incurred in connection with the letting are generally deductible and 

wear & tear allowances are allowed for furnishings and fittings.  In general no deduction 

against rental income is allowed for the capital cost of the property. 

¶ Mortgage interest deductibility is currently restricted to 80% but is increasing 

incrementally by 5 percentage points per year, with full restoration due from 2021. 

¶ The tax treatment of rental income is slightly more restrictive in some ways than the 

treatment of active self-employment income.  However it is more generous than the 

treatment of other forms of investment income. 
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Rental Income: 

For tax purposes, rental income is the net income of property owners arising from the occupation 

or use of the property by others. Sources from which rental income may be derived include: 

¶ the letting or rental of residential, commercial or agricultural property (in Ireland or 

elsewhere); 

¶ easements, that is a right of use of the property of others; 

¶ the granting of sporting rights and permits, and, 

¶ insurance payments received to compensate for non-payment of rent. 

 

Rental income earned by an Irish resident from a property situated in the State is taxable under 

Case V of Schedule D39 of the Taxes Consolidation Act 1997. This basis of taxation makes no 

distinction between rental income from property let for residential occupation and property let 

for commercial occupation. 

 

Prior to 2016 the Return of Income which self-assessed taxpayers are obliged to file included a 

single field for the return of rental income taxable under Case V. The Tax Return and Self-

Assessment Form 11 for the tax year 2016 will, for the first time, require separate returns of rental 

income from residential property and commercial property. For 2016 and later years it will be 

possible to identify how much of rental income returned derives from residential property. 

 

While the same computational rules to calculate taxable rental income are generally applied to 

both individuals and companies, income earned by individuals from the letting of domestic and 

foreign residential or commercial property is taxable under self-assessment income tax, while 

rental income earned by companies is assessable under self-assessed corporation tax.40  

 

Rates of Tax 

Income tax is an annual tax charged on income in respect of all profits or gains in the nature of 

income. The sources of income that are chargeable to income tax are detailed in the Income Tax 

Acts and are split into Schedules and Cases, where each has its own rules for calculating the 

amount of income liable to income tax. 

 

                                                           
39 S 18 TCA 1997 
40 S 75 TCA 1997 
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The total taxable income calculated under each Case and Schedule is generally added together and 

ǘƘŜƴ ŎƘŀǊƎŜŘ ǘƻ ƛƴŎƻƳŜ ǘŀȄΦ ¢ƘŜ ŎǳǊǊŜƴǘ ǊŀǘŜǎ ŀǇǇƭȅƛƴƎ ǘƻ ƛƴŎƻƳŜ ǘŀȄ ŀǊŜ ǘƘŜ ΨǎǘŀƴŘŀǊŘ ǊŀǘŜΩ ƻŦ 

20% ŀƴŘ ŀ ƘƛƎƘŜǊ ǊŀǘŜ ƻŦ пл҈ ƻƴ ǘƘŀǘ ǇŀǊǘ ƻŦ ŀ ǘŀȄǇŀȅŜǊΩǎ ǘŀȄŀōƭŜ ƛƴŎƻƳŜ ŦƻǊ ŀ ǘŀȄ ȅŜŀǊ ǿƘƛŎƘ 

ŜȄŎŜŜŘǎ ǘƘŜ ΨǎǘŀƴŘŀǊŘ ǊŀǘŜ ōŀƴŘΩΦ41  PRSI and USC may also be chargeable. 

 

Case V income of companies is chargeable to corporation tax at 25%42 ŀƴŘ ŀ ŦǳǊǘƘŜǊ нл҈ άŎƭƻǎŜ 

ŎƻƳǇŀƴȅ ǎǳǊŎƘŀǊƎŜέ Ƴŀȅ ŀƭǎƻ ŀǇǇƭȅ ǿƘŜǊŜ ǘƘŜ ǊŜƴǘŀƭ ǇǊƻŦƛǘǎ ŀǊŜ ƘŜƭŘ ǿƛǘƘƛƴ ǘƘŜ ŎƻƳǇŀƴȅΦ  ά/ƭƻǎŜ 

ŎƻƳǇŀƴƛŜǎέ ŀǊŜ ŎƭƻǎŜƭȅ ƻǿƴŜd companies, that is, companies controlled by five or fewer 

participators43 or by participators who are directors, whatever the number. In the case of close 

companies a surcharge applies to the undistributed rental income όǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άŜǎǘŀǘŜ ƛƴŎƻƳŜέύ, 

for an accounting period.  A close company must distribute its estate or investment income to its 

participators in the accounting period in which the income is earned or be liable for a surcharge of 

20% on the amount not so distributed44.  As distributions are taxed at the marginal income tax rate 

of the individual recipient (i.e. the company shareholder) this measure acts to prevent rental 

profits being accumulated in close companies thereby avoiding the higher rate of income tax. 

 

Computational Rules and Deductible Expenses 

Owners of rental properties are entitled to claim deductions and reliefs from gross rents for various 

expenses relating to their rental property. The computational rules and expenses that may be 

allowed as deductions against gross rent are specified in Section 97 of TCA 1997.  A surplus (profit) 

or a deficiency (loss) must be calculated separately for each rental source45. The total Schedule D 

Case V income arising in the year is then arrived at as the aggregate of all the surpluses as reduced 

by the aggregate of all the deficiencies. 

 

The specific rules regarding the computation of rental income are set out in Section 97, and include 

a number of over-riding principles that apply in determining deductibility of letting expenses: 

¶ Broadly speaking, deductible expenditure is only allowable to the extent that it is actually 

incurred by the landlord during the currency of the lease.  

                                                           
41 There are different standard rate bands for single persons, single parents and married couples/civil 
partners who are jointly assessed as set out in S 15 TCA 1997 
42 S 21A(3)(a) TCA 1997 
43 Essentially any person who has or is entitled to acquire share capital or voting rights in the company : S 
443 (1) TCA 1997 
44 S 440 TCA 1997. 
45 S97(1) TCA 1997 
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¶ As with trading expenses, to be allowed as a deduction the expense must be incurred 

wholly and exclusively for the purpose of earning the rent and must be of a revenue and 

not of a capital nature. 

¶ Pre-letting expenses, with the exception of auctioneers letting fees, advertising fees and 

legal expenses incurred on first letting, are not deductible in principle as they are not an 

expense incurred in the period in which the rent is earned; in the pre-letting period there 

is no income against which they can be set. 

¶ Landlords may not claim a deduction for their own labour in the management of premises. 

The cost of travelling between let premises for the purposes of managing the premises is 

an allowable deduction, and in practice actual cost of travel to a let premises from home 

is deductible provided the journey is wholly and exclusively for the purpose of managing 

the premises. 

The following are examples of permissible deductions which can be claimed in calculating taxable 

rental income:  

¶ Any rent payable in respect of the premises;  

¶ General repairs & maintenance (capital expenditure excluded); 

¶ Insurance and management fees; 

¶ Rates; 

¶ Service Charges; 

¶ Accountancy Fees; 

¶ Mortgage Protection policy premiums relating to the rental property; 

¶ Interest on loans used to purchase, improve or repair a property, subject to the limitations 

set out below.  

 

For residential properties deductibility of mortgage interest is conditional on the registration of all 

tenancies in the premises with the Residential Tenancies Board (RTB).46 With effect from 2009 the 

deduction for mortgage interest relating to residential rental property was limited to 75% of 

qualifying interest. In Budget 2017 the phased restoration of full interest deductibility was 

announced.  The allowable deduction has increased to 80% in 2017, and Finance Bill 2016 provided 

that the deductible percentage will continue to increase incrementally by 5 percentage points per 

year, with full deductibility scheduled to apply from 202147. 

                                                           
46 S 97(2I) TCA 1997 
47 S 97(2J) TCA 1997 
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An incentive allowing increased interest deductibility to landlords of social housing tenants was 

introduced in Finance Act 2015 and came into operation from 1 January 2016.  The incentive allows 

an increase to 100% interest deductibility where the landlord registers a commitment to let the 

property to tenants in receipt of social housing supports for a minimum period of 3 years. Relief 

for the additional deductions is granted by way of a claim to Revenue after the end of the 3-year 

period, subject to the qualifying conditions having been met.48  As discussed elsewhere in this 

report, uptake of this incentive to date has been low. 

 

Capital Allowances ς Furniture and Fittings 

Capital expenditure is specifically excluded as a deductible expense when calculating taxable rental 

income, but wear and tear allowances are available to landlords in respect of expenditure on 

furniture and fittings incurred by a landlord on a rental property which is let furnished. The rate of 

the wear and tear allowance is 12.5% a year for eight years49. The expense deduction is spread 

over a number of years as it relates to assets which have an expected useful life of more than one 

year.  This is similar to the deduction which applies in respect of plant and machinery purchased 

by a sole trader for the purposes of his/her trade. 

 

In circumstances where the taxpayer has incurred a loss following deduction of expenses and 

capital allowances from gross rental income, the unused capital allowances may be carried forward 

to offset against tax on rental income only in future years.50 

 

Rental Losses 

A Schedule D Case V rental loss occurs if the aggregate of the rent deficiencies arising in any year 

of assessment exceeds the aggregate of the surpluses in the same year. Any surplus or deficiency 

from an uneconomic letting is excluded, that is to say, a case in which the rent reserved under a 

lease is insufficient, taking one year with another, to defray the cost to the lessor of meeting the 

expenses of maintaining and managing the premises51. 

 

                                                           
48 S 97(2K) TCA 1997 
49 S 284 TCA 1997, the same rate is in force for assets used for a Case 1 trade (other than taxis and motor 
vehicles). 
50 S 406 TCA 1997 
51 S 75(4) TCA 1997 
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A Schedule D Case V loss can be carried forward and set off against Schedule D Case V income 

arising for the next subsequent year, and thereafter against the Schedule D Case V income for the 

following years52. There is no time limit and any unrelieved Schedule D Case V loss can be carried 

forward indefinitely. Unlike with trading losses the carry forward does not cease if there is a 

cessation of Schedule D Case V source income followed by a resumption of Schedule D Case V 

income in some later year.53 

 

Rent-a-Room Relief 

The Rent-a-Room scheme was introduced in Finance Act 2001 as an incentive to encourage 

individuals to let rooms in their principal private residence in order to bring about an increase in 

the availability of rental accommodation, particularly for the student sector. The scheme provides 

an exemption from Income Tax, PRSI and USC on rent received where a person rents out a room 

or rooms in his or her principal private residence and the rent received, including amounts paid 

for meals and any other services provided in connection with the letting, does not exceed ϵмпΣллл 

per year from 1 January 2017. ¢Ƙƛǎ ǿŀǎ ƛƴŎǊŜŀǎŜŘ ŦǊƻƳ ϵмнΣллл ƛƴ .ǳŘƎŜǘ нлмс54. In 2015, there 

were 6,460 claims under Rent-a-Room with a cost ƻŦ ϵсΦф Ƴƛƭƭƛƻƴ55.  

 

In establishing whether the income arising in respect of residential accommodation and ancillary 

services exceeds the exempt limit, the gross amount of that income is taken into account, before 

deduction of any expenses incurred in connection with obtaining the income. Where the gross 

income exceeds the exemption limit the Rent-a-Room relief cannot be claimed and taxable rental 

profits must be computed in respect of the full gross income in the normal manner, not just on the 

amount that exceeds the exemption limit. 

 

In order to qualify for the exemption, it is necessary for the residential premises to be situated in 

the State and occupied by the individual as his or her sole or main residence during the tax year. 

The relief only applies to individuals. It does not apply to companies or partnerships. It also does 

not apply to income from the carrying on of a trade, such as the trade of operating a Bed & 

                                                           
52 S 384 (2) TCA 1997 
53 S 384(3) TCA 1997 
54 Lǘ ƘŀŘ ōŜŜƴ ϵмлΣллл ŦǊƻƳ нллу ŀƴŘ ǇǊƛƻǊ ǘƻ ǘƘŀǘ ǘƘŜ ǘƘǊŜǎƘƻƭŘ ǿŀǎ ϵтΣснл ŦǊƻƳ нллнΦ 
55  Office of the Revenue Commissioners. Costs of Tax Expenditures (Credits, Allowances and Reliefs). 
Available at: http://www.revenue.ie/en/corporate/documents/statistics/tax-expenditures/costs-tax-
expenditures.pdf 
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Breakfast (B&B). In addition, an individual cannot avail of the relief in respect of payments for 

accommodation in the family home by a child of the individual. There is no restriction where rent 

is paid by other family members, for example, nieces or nephews.56 

 

It is not possible to claim Rent-a-Room relief in respect of income from the letting of an entire 

residence because the room or rooms that are let must form part of a residence occupied by the 

individual receiving the rent as his or her sole or main residence. 

  

The tax exemption for income received under the Rent-a-Room scheme does not remove the 

obligation to make a return.57 Self-assessed taxpayers are obliged to submit an annual Return of 

Income and the exempt income should be included in the Return. Taxpayers who have income to 

which the rent a room relief exemption applies and whose only other source of income is 

employment income taxed under PAYE must also file an income tax Return. In that case filing a 

Form 12 return which includes the exempt income meets the requirement.  

 

Where a room in a house is let under the rent-a-room relief it is not subject to the Residential 

Tenancies Act as the room is occupied under a licence agreement rather than a tenancy 

agreement.  This means that the rights and obligations applying to landlords and tenants under 

the RTA do not apply to such lettings. 

 

The Union of Students in Ireland, with support from the Department of Education and Skills, ran 

the #homesforstudy campaign in 2016 ǿƘƛŎƘ ǊŜǎǳƭǘŜŘ ƛƴ нΣпту ǎǘǳŘŜƴǘǎ ǘŀƪƛƴƎ ǳǇ άŘƛƎǎέ 

accommodation in private family homes by the end September 201658 which is the type of 

accommodation that is targeted by the Rent-a-Room scheme. It is stated in the recently published 

National Student Accommodation Strategy59 that the Department of Education aims to increase 

the number of students taking up digs accommodation to around 4,000 per year by 2019 which 

would be an increase of 1,500 per annum compared to 2016.  

  

 

                                                           
56 S 216A TCA 1997 
57 S 216A(4) TCA 1997 
58 Department of Education and Skills. National Student Accommodation Strategy. Available at: 
http://www.education.ie/en/Publications/Policy-Reports/National-Student-Accommodation-Policy.pdf 
59 Department of Education and Skills. National Student Accommodation Strategy. Available at: 
http://www.education.ie/en/Publications/Policy-Reports/National-Student-Accommodation-Policy.pdf  
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Capital Gains on Disposal of Property 

Capital Gains Tax (CGT), currently at the rate of 33%, is chargeable on the gain arising on assets 

sold, including the sale of a property operated as a rented residential property by a landlord. The 

gain liable to CGT is the difference between the sale proceeds and the aggregate of the cost of the 

asset, plus the acquisition and disposal costs and any enhancement expenditure incurred during 

the period of ownership60.  

 

By contrast an owner-occupier is not generally liable to CGT on the disposal of their Principal 

Private Residence.  The disposal of a property (a house, apartment, etc.) which was occupied by 

the taxpayer or by a dependent relative of the taxpayer as a sole or main residence does not give 

rise to a chargeable gain. Restrictions may apply where the property was not fully occupied as a 

main residence throughout the period of ownership or where the sale price reflects development 

value61. Availing of the Rent-a-Room relief does not affect an individual's full entitlement to this 

CGT exemption on the subsequent disposal of the property.62 

 

IREFs and the taxation of IREF unit-holders 

Irish Real Estate Funds (IREFs)63 are investment vehicles regulated by the Central Bank of Ireland 

(CBI).  Investor protection is provided by the CBI regulation, and IREFs can be regulated as suitable 

for either wholesale or retail investors.   

 

As a fund, IREFs are taxed under the gross roll-up basis meaning that tax arises only at the investor 

level upon the unit holder receiving a distribution from the fund.  Prior to 1 January 2017 Irish 

funds operated a 41% exit tax on payments to Irish individuals while no exit tax was operated on 

payments to non-resident investors.  From 1 January 2017 a new IREF withholding tax of 20% 

applies on distributions to non-resident investors.  Non-resident investors who hold less than 10% 

of the units in an IREF may be entitled to a refund of some or all of the IREF withholding tax under 

a double tax agreement. 

 

                                                           
60 S 28 TCA 1997 
61 S 604 TCA 1997 
62 S 216A(8) TCA 1997 
63 Chapter 1B Part 27 TCA 1997 
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IREF withholding tax will not apply to any capital gains distributed to non-residents provided the 

fund held the property for 5 years prior to its sale.  There are certain anti-avoidance rules to 

prevent the IREF being under the control of a small number of unit holders. 

 

REITs and Taxation of REIT Shareholders 

Real Estate Investment Trusts (REITs)64 are widely held, publicly quoted companies whose income 

is derived from the rental of commercial and/or residential property.  The REIT framework is 

recognised internationally - REITs originated in the USA in the 1960s and aspects of the REIT model 

ƘŀǾŜ ƴƻǿ ǎǇǊŜŀŘ ǘƻ ƻǾŜǊ ор ŎƻǳƴǘǊƛŜǎ ǿƻǊƭŘǿƛŘŜΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŘŜǾŜƭƻǇŜŘ 

investment jurisdictions.  The overarching objective of the REIT system of taxation is to remove a 

double layer of taxation which typically discourages collective investment in property through a 

company and tends to result in individual investors holding highly-mortgaged properties. This can 

expose investors to significant risk in times of falling equity and falling rental returns.   

 

As set out above, when individuals invest directly in property they are subject to income tax on 

their rental profits and capital gains tax on sales proceeds.  Where the individual invests through 

a company, the company must pay corporation tax on rental profits and gains and then 

subsequently, when the ŎƻƳǇŀƴȅΩǎ after-tax profits are paid out to the investors as dividends, 

income tax is then payable on the dividends received (i.e. on the profits which have already been 

subject to corporation tax).  By removing this double layer of taxation, the REIT investor should get 

broadly the same after-tax return from a REIT investment as if they had invested directly in 

property.  REITs also have significant benefits for small retail investors as compared to direct 

property investment, such as low entry cost, risk diversification, liquidity, and access to returns 

from investment grade commercial property.  The costs and governance requirements associated 

with stock market listing mean that REITs are typically large in scale ς the three REITs listed to date 

ƛƴ LǊŜƭŀƴŘ ƘŀǾŜ ƳŀǊƪŜǘ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴǎ ǊŀƴƎƛƴƎ ŦǊƻƳ ϵрср Ƴƛƭƭƛƻƴ ǘƻ ϵм ōƛƭƭƛƻƴ όƛƴ !ǳƎǳǎt 2017). 

 

REITs are not chargeable to either corporation tax in respect of income from their property rental 

business or chargeable gains accruing on disposal of assets of their property rental business, 

provided certain strict conditions are met, including a requirement to distribute 85 per cent of 

property income by way of property income dividend. For investor protection purposes, there is a 

                                                           
64 Part 25A TCA 1997 
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financing cost ratio that must be adhered to and a requirement that the REIT hold at least three 

properties, with no one property making up more than 40% of the market value of the properties. 

 

All investors will suffer Dividend Withholding Tax (DWT) at 20% on distributions from a REIT.  Non-

resident investors who hold less than 10% of the shares in the REIT may be entitled to a refund of 

some or all of their DWT under a double tax agreement. Irish resident individuals are taxable on 

the distribution received at their marginal rate with credit for the DWT suffered.  

 

Where a REIT develops a property it must rent out that property for a period of at least three years 

before any sale, or corporation tax at 25% will be chargeable on the profits on disposal. 

 

Figure 19: Worked Example: Taxation of REIT Profits 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Worked example: Taxation of REIT Profits 
 
Income within REIT           ϵ 
Rental income       800,000 
Rental expenses      500,000 
Net rental profit      300,000 
 
Tax payable within REIT           Nil 
 
5ƛǎǘǊƛōǳǘƛƻƴ ƻŦ ϵоллΣллл ǇǊƻŦƛǘǎ     REIT          Shareholders  
Mandatory minimum distribution (85%)         -     255,000 
Maximum profit that can be retained within REIT    45,000         - 
Dividend withholding tax       (51,000) 
Net cash distribution to shareholders      204,000 
Balance of tax payable (see below)      (73,950) 
Net return to shareholders       130,050 
 
Taxation of Irish shareholders* 
Gross dividend       255,000 
Total Tax, USC and PRSI payable (49%)    124,950 
Less: Dividend Withholding Tax     (51,000) 
Balance of tax due        73,950 
 
Taxation of non-resident shareholders 
The taxation of non-resident shareholders will be determined by their country of tax residence. 
Shareholders resident in a tax treaty partner country who hold less than 10% of the shares in the 
REIT may be entitled to a refund of some or all of their DWT under a double tax agreement. 
 
*Assuming all income liable to 40% income tax, 5% USC and 4% PRSI    
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Comparison to other employment/investments 

A number of the responses to the public consultation conducted by the Working Group compared 

the tax treatment of rental income to the tax treatment of other income sources, or to the reliefs 

given to other forms of investment.  In order to aid this comparison, the following section sets out 

the tax treatment of the various income sources and investments in further detail, together with 

some information on relevant policy considerations. 

 

Income from a Trade or Profession 

Some submissions to the public consultation compared the operation of a rental property to a 

trade or employment and suggested that the comparative tax treatment was unfavourable to 

ƭŀƴŘƭƻǊŘǎΦ  wŜƴǘŀƭ ƛƴŎƻƳŜ ƛǎ ǾƛŜǿŜŘ ŦƻǊ ǘŀȄ ǇǳǊǇƻǎŜǎ ŀǎ ΨǇŀǎǎƛǾŜΩ ƛƴǾŜǎǘƳŜƴǘ ƛƴŎƻƳŜΣ ǿƘŜǊŜŀǎ ŀ 

ǘǊŀŘŜ ƻǊ ǇǊƻŦŜǎǎƛƻƴ ƛǎ ǊŜƎŀǊŘŜŘ ŀǎ ŀƴ ΨŀŎǘƛǾŜΩ ƛƴŎƻƳŜ ǎƻǳǊŎŜΦ  

 

Income from a trade (or profession) is subject to Income Tax under Case I (Case II) of Schedule D. 

Similar to the calculation of taxable Case V rental income, certain expenses are deductible from 

total trading income in calculating taxable Case I income.  To be deductible expenditure must be 

incurred wholly and exclusively for the purposes of the trade, and not capital in nature.   

 

In respect of property in use for a trade, such as a shop or pub, interest on money borrowed to 

acquire or repair the premises is allowable as a tax deduction against trade income, subject to the 

prohibition against the deduction of capital expenditure.  For example, where a mortgage is taken 

out to purchase the property, a deduction may be claimed for mortgage interest paid but not for 

the capital element of the mortgage repayment.   

 

Capital allowances relating to the purchase or construction of a property are only available in 

respect of capital expenditure incurred on the construction of certain buildings or structures that 

are ΨƛƴŘǳǎǘǊƛŀƭ ōǳƛƭŘƛƴƎsΩ occupied for the purposes of a specific type of trade, such as a mill, 

factory, dock, airport runway, market garden etc.65 The majority of buildings used in a trade, such 

as offices or shops, do not qualify for the relief. Relief for the specific types of ΨƛƴŘǳǎǘǊƛŀƭ ōǳƛƭŘƛƴƎΩ 

property is available as they are generally depreciating assets with a limited expected useful life.  

Industrial buildings allowances are granted at a rate of 4% per annum over 25 years. 

 

                                                           
65 For a full list of the activities see S 268 (1) TCA 1997 
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Capital allowances are available in respect of some capital expenditure, for example on plant and 

machinery used for the purposes of the trade.  The allowances are granted at a rate of 12.5% per 

annum over 8 years, in the same way as landlords can claim relief for expenditure on furnishings 

and fittings. 

 

!ǎ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ŀ ƭŀƴŘƭƻǊŘΣ ƴƻ ŘŜŘǳŎǘƛƻƴ ƛǎ ŀƭƭƻǿŜŘ ƛƴ ǊŜǎǇŜŎǘ ƻŦ ǘǊŀǾŜƭ ŦǊƻƳ ƘƻƳŜ ǘƻ ǘƘŜ ǘǊŀŘŜǊΩǎ 

place of business as such expenditure is not laid out wholly and exclusively for the purposes of the 

trade. Unlike Case V, certain pre trading expenditure is available as a deduction when calculating 

taxable income once the trade or profession commences.66 

 

Figure 20: Worked example: Comparison of trading and rental income taxable profits 
 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
Investment Income 

As rental income is regarded as ΨǇŀǎǎƛǾŜΩ ƛƴǾŜǎǘƳŜƴǘ ƛƴŎƻƳŜ ŦƻǊ ǘŀȄ ǇǳǊǇƻǎŜǎΣ ƛǘ ƛǎ ǿƻǊǘƘ 

considering also the tax treatment of other forms of investment income.  Most investment income 

ƛǎ ǘǊŜŀǘŜŘ ŀǎ ǇŀǊǘ ƻŦ ǘƘŜ ƛƴǾŜǎǘƻǊΩǎ ƎǊƻǎǎ ƛƴŎƻƳŜ ŦƻǊ ǘƘŜ ǊŜƭŜǾŀƴǘ ǘŀȄ ȅŜŀǊ ŀƴŘ ƛǎ ǘƘŜǊŜŦƻǊŜ ƭƛŀōƭŜ ǘƻ 

ǘŀȄ ŀǘ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭΩǎ ƳŀǊƎƛƴŀƭ ǊŀǘŜΣ ƛƴŎƭǳŘƛƴƎ ¦{/ ŀƴŘ tw{L ǿƘŜǊŜ ŀppropriate. 

 

                                                           
66 Section 82 TCA 1997 

Worked example: Comparison of trading and rental income taxable profits 
 
           Rental        Active  Cash 
      Income  Trade  Outlay 
Gross income     30,000  30,000  30,000 
Deductions: 
Mortgage (rental property / premises) 

¶ LƴǘŜǊŜǎǘ ǇŀƛŘΥ ϵмлΣллл   (8,000)  (10,000) (10,000) 

¶ Capital ǊŜǇŀȅƳŜƴǘΥ ϵсΣллл      -       -     (6,000) 
[ƻŎŀƭ tǊƻǇŜǊǘȅ ¢ŀȄΥ ϵннр       -      n/a       (225) 
Other expenses     (5,000)  (5,000)    (5,000) 
bŜǿ ŦƛȄǘǳǊŜǎ ϧ ŦƛǘǘƛƴƎǎΥ ϵрΣлллϝ      (625)     (625)    (5,000) 
Taxable profit     16,375  14,375  
 
Net cash position (pre-tax)     3,775    4,000 
 
 
*Allowed as a Wear & Tear allowance at a rate of 12.5% per year over 8 years 
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In general, tax relief is not available for interest paid on monies borrowed for the purposes of 

investment.  For example, interest paid on money borrowed to invest in shares or in a fund is not 

deductible against the investment return received. 

 
Pensions 

Investment in a rental property has often been seen as an addition, or an alternative, to traditional 

pension fund investments, and a number of submissions to the consultation proposed that the 

ƭŀƴŘƭƻǊŘΩǎ ŎŀǇƛǘŀƭ ƻǳǘƭŀȅ ŀƴŘκƻǊ ŀƴȅ ƴŜǘ ǊŜƴǘŀƭ ƭoss supplemented from other income should be 

treated for the purposes of taxation as a pension contribution.   

 

The purpose of contributing to a pension is to provide for an income in retirement to substitute 

for employment, trade or professional earnings ŘǳǊƛƴƎ ǘƘŜ ǇŜǊǎƻƴΩǎ ǿƻǊƪƛƴƎ ƭƛŦŜΣ and is subject to 

conditions regarding, for example, the minimum and maximum age at which retirement benefits 

can commence, the nature and extent of such benefits and arrangements for next of kin. By 

contrast investment income such as rental income, ǿƘŜǊŜ ǘƘŜǊŜ ƛǎ ƴƻ άǊŜǘƛǊŜƳŜƴǘέ ŦǊƻƳ ǘƘŜ 

activity as long as the source is retained, does not give rise to the same replacement need.  

 

Subject to qualifying criteria, contributions to an approved retirement scheme or fund qualify for 

ǘŀȄ ǊŜƭƛŜŦ ŀǘ ǘƘŜ ǘŀȄǇŀȅŜǊΩǎ ƳŀǊƎƛƴŀƭ ǊŀǘŜ ƻŦ ǘŀȄ όƛΦŜΦ ǳǇ ǘƻ пл҈ ŀǘ ŎǳǊǊŜƴǘ ǊŀǘŜǎύΦ  ¢ŀȄ ǊŜƭƛŜŦ ŦƻǊ 

contributions to approved schemes is subject to two main controls.  This first is an age-related 

ǇŜǊŎŜƴǘŀƎŜ ƭƛƳƛǘ ƻŦ ŀƴ ƛƴŘƛǾƛŘǳŀƭΩǎ ƛƴŎƻƳŜ ŦǊƻƳ ǘƘŜ ŜƳǇƭƻȅƳŜƴǘΣ ǘǊŀŘŜ ƻǊ ǇǊƻŦŜǎǎƛƻƴ ƛƴ ǉǳŜǎǘƛƻƴΦ  

The second control places an overall upper limit on the amount of such income that make be taken 

into account for tax relief purposes.  Investment income, such as rental income, is not included 

when calculating income for these purposes.  

 

In addition to the aforementioned controls, tax relief for pension contributions is tied to strict 

conditions, such as a restriction on access to the fund until retirement age and restrictions on the 

nature of benefits that can be accessed in retirement.  Contributions must be made to Revenue 

approved retirement benefit arrangements which involves, inter alia, such arrangements being 

managed by trustees, insurance companies and approved administrators (depending on the 

nature of the arrangement) and meeting the conditions set out in the Taxes Consolidation Act 

1997.  
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Special additional requirements apply in relation to small self-administered pension (SSAP) 

schemes. Their purpose is to ensure that the scheme is in fact "bona fide established for the sole 

purpose of providing relevant benefits"67, and not a scheme designed for tax avoidance. SSAP 

schemes can invest in property but it must ōŜ ŀŎǉǳƛǊŜŘ ŀƴŘ ŘƛǎǇƻǎŜŘ ƻŦ ŀǘ ŀǊƳΩǎ ƭŜƴƎǘƘ ŦǊƻƳ ǘƘŜ 

scheme and the employer including its directors and associated companies. The purpose of the 

property acquisition must not be for disposal or letting to the employer, including its directors and 

associated companies. Also required is that the scheme has sufficient liquid investments to ensure 

that the requirement to provide benefits, including ill-health and early retirement benefits, can be 

met. Where the main or only asset is property, it is considered that the concentration of 

investments in an asset not readily realisable does not satisfy the overriding need to match 

investment of the assets with a scheme's liabilities with particular reference to the requirement to 

provide benefits. The situation could arise when the first or subsequent individual retirements take 

place that a scheme would be compelled to realise its only or main asset in order to comply with 

the requirement to provide benefits68. 

 

Employment and Investment Incentive (EII) 

There are, however, some forms of investment which benefit from tax relief, including the 

Employment and Investment Incentive (EII)69. The EII is targeted at job creation and retention and 

provides for tax relief of up to 40% in respect of risk finance investments made in start-up70 EII 

certified qualifying unquoted micro, small and medium sized trading companies.71 The largest of 

these categories, a medium-sized company, must have less than 250 employees and an annual 

ǘǳǊƴƻǾŜǊ ƴƻǘ ŜȄŎŜŜŘƛƴƎ ϵрл Ƴƛƭlion or an annual baƭŀƴŎŜ ǎƘŜŜǘ ǘƻǘŀƭ ƴƻǘ ŜȄŎŜŜŘƛƴƎ ϵпо ƳƛƭƭƛƻƴΦ 

 

The EII scheme allows an individual investor to obtain income tax relief on investments for shares 

ƛƴ ŎŜǊǘŀƛƴ ŎƻƳǇŀƴƛŜǎ ǳǇ ǘƻ ŀ ƳŀȄƛƳǳƳ ƻŦ ϵмрлΣллл ǇŜǊ ŀƴƴǳƳ ƛƴ ŜŀŎƘ ǘŀȄ ȅŜŀǊ ǳǇ ǘƻ нлнлΦ Relief 

is initially available to an individual at a rate of up to 30% of the amount invested. A further 10% 

of tax relief is available in the fourth year after the year of investment, where it has been proven 

that employment levels have increased at the company after 3 years or where evidence is provided 

                                                           
67 S 772 (2)(a) TCA 1997 
68 Revenue Pension Manual Chapter 19 
69 Part 16 TCA 1997 The EII replaces the former Business Expansion Scheme (BES) and will run until 2020. 
70 i.e. Under 7 years of age 
71 Eligible undertakings which, at the time of initial risk finance investment, are unlisted SMEs that have 
either (a) not been operating in any market, or (b) have been operating in any market for less than 7 years 
following their first commercial sale. 
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that the company used the capital raised to increase expenditure on research and development 

over the three year period72.  

 

The tax relief is provided to assist companies to raise finance to allow them to expand and create 

or retain jobs. The company must use the money raised from the share issue for the purpose of 

carrying on a qualifying trade73 or, if the company has not yet commenced to trade, in incurring 

expenditure on research and development. In addition, the use of the funds must contribute 

directly to the maintenance or creation of employment in the company [e.g. the money raised can 

be used to pay the wages of the qualifying employees of the company]. 

 

For 2016, the estimated cost to the Exchequer of the EII scheme was ϵонΦр Ƴƛƭƭƛƻƴ ŀƴŘ ǘƘŜ ƴǳƳōŜǊ 

of investors (including funds) was 1,76874. 

 

Leasing Farm Land 

A specific tax regime currently applies to the leasing of land for the purpose of farming.  Subject to 

criteria, such as a minimum leasing term of 5 years and a requirement that the land not be leased 

to a close relative, the taxable rental income is reduced subject to a maximum reduction 

depending on the term of the lease. The relief cannot be used to create a loss and each individual 

can only qualify for one reduction regardless of the number of qualifying leases they may have.  

Currently the relief is equal to the amount of the income subject to a maximum reduction ranging 

ŦǊƻƳ ϵмуΣллл ƻŦ ǊŜƴǘŀƭ ƛƴŎƻƳŜ ŦƻǊ ƭŜŀǎŜǎ ƻŦ ƳƻǊŜ ǘƘŀƴ р ȅŜŀǊǎ ōǳǘ ƭŜǎǎ ǘƘŀƴ т ȅŜŀǊǎΣ ǳǇ ǘƻ ŀ 

ƳŀȄƛƳǳƳ ǊŜŘǳŎǘƛƻƴ ƻŦ ϵплΣллл ǿƘŜǊŜ ǘƘŜ ǘŜǊƳ ƻŦ ǘƘŜ ƭŜŀǎŜ ŜȄŎŜŜŘǎ мр ȅŜŀǊǎΦ 

 

Summary Table 

The following table sets out a summary of interest and capital deductibility for a selection of 

common investment options, together with the rate of tax payable on income and/or gains from 

the investment. 

 
 

                                                           
72 To assess the increase in spend on qualifying R&D activities, the R&D spend in the accounting period 
preceding the year of assessment is compared against that in the accounting period ending the year before 
the year which the 4 year holding period ends. 
73 There are a range of trades excluded, including dealing in and developing land. 
74 Office of the Revenue Commissioners - Statistics and Economic Branch. Employment and Investment 
Incentive (EII) Statistics 2012-2016. Available at: 
http://www.revenue.ie/en/corporate/documents/statistics/tax-expenditures/eii-stats-2012-2016.pdf 
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Figure 21: Interest and Capital Deductibility and Tax Rates on Various General Investment Options 

 Residential 
Property 

Commercial 
Property 

Investment 
in Pension 

Investment 
in Funds 

Investment 
in Sharesa 

Interest relief on 
borrowings to invest 

80%b 100% None None None 

Deduction / tax relief 
on capital investment 

None 
No general 
allowancec 

Yes ς subject 
to limits 

None 
No general 
allowanced 

Loss relief on income Available 
against other 
rental profits 

in current 
year and 

future years 

Available 
against other 
rental profits 

in current 
year and 

future years 

n/ae None n/ae 

Rate of tax on income 
profit 

Marginal 
rate income 
tax, USC & 

PRSI 

Marginal rate 
income tax, 
USC & PRSI 

Tax-free 
lump sum. 
Marginal 

rate income 
tax, USC & 

PRSI on 
incomef 

41%g 

Marginal 
rate 

income tax, 
USC & PRSI 

Rate of tax on capital 
gain 

33% 33% n/a 41% 33% 

Notes: 
a. Including REIT shares 
b. 80% in 2017, increasing by 5 percentage points per year, full 100% deductibility from 2021. 
c. With the exception of certain depreciating assets which qualify for 4% per annum Industrial 

Buildings Allowances. 
d. With the exception of specific incentives such as the Employment and Investment Incentive 

(EII) detailed above. 
e. A pension or company cannot make a negative distribution. 
f. Taxation on drawdown of pension in retirement. 
g. Based on investment in a UCITS (Undertakings for Collective Investment in Transferable 

Securities) fund where the investor does not have a controlling interest.  
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6. Recent Policy Developments in the Rental Accommodation 
Sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

There have been a substantial number of policy changes directly related to the rental 

accommodation sector and landlords in recent years. These include both tax policy measures and 

non-tax legislation or regulations directly affecting tenants and/or landlords. 

Key Points: 

¶ A wide range of policy measures affecting the rental accommodation sector have been 

introduced and/or amended in recent years. 

¶ Mortgage interest deductibility for residential landlords was restricted to 75% in 2009.  A 

phased restoration of full deductibility in increments of 5% commenced in 2017. 

¶ A number of incentives have been introduced or extended to landlords: the Living City 

Initiative and Home Renovation Incentive, which allow tax relief for capital refurbishment 

costs, were both extended to landlords; and new Repair & Lease and Buy & Renew 

schemes have been introduced.  However uptake to date by landlords has been low. 

¶ Significant changes to the regulatory environment for landlords have taken place, 

including: 

ü The 2004 Residential Tenancies Act legislation on rights and obligations of tenants 

and landlords, and establishing the RTB. 

ü Improved minimum Buildings Regulations standards for rented accommodation. 

ü Increased notice periods for both landlords and tenants. 

ü The minimum period between rent reviews was increased in 2015, followed by the 

introduction of rent increase limits in Rent Pressure Zones from 2017. 

¶ The Central Bank macro-prudential measures introduced in February 2015 set new loan-

to-value and loan-to-income ratios for buy-to-let property. 

¶ The emergence of online short-term letting platforms has opened up alternatives to 

residential letting, potentially reducing supply of accommodation to the longer-term 

accommodation market. 

¶ Recent years have also seen an increased dependence on the private rental market to 

provide accommodation to tenants in receipt of social housing supports, and this reliance 

is expected to continue into the future. 
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Tax Policy Developments 

Mortgage Interest 

There have been a number of changes in the deductibility of mortgage interest as a rental expense 

in recent years. 

¶ In supplementary Budget 2009, mortgage interest deductibility for landlords of residential 

property was restricted to 75 per cent of qualifying interest, in the context of the fiscal crisis 

and the need to broaden the income tax base. Interest deductibility for borrowings relating 

to commercial rental property remained at 100 per cent.  

¶ In Finance Act 2015, a relief was introduced which allows a full 100 per cent mortgage 

interest deduction where a landlord undertakes, for a period of at least three years, to 

provide accommodation to tenants in receipt of social housing supports and registers such 

undertakings with the Residential Tenancies Board within certain time limits.  

¶ In Budget 2017, to further support the provision of accommodation by landlords while also 

maintaining the social housing tenancy incentive in the short term, a phased unwinding of 

the restriction on interest deductibility over five years for all residential landlords was 

provided for. The first step, an increase from 75% to 80% deductibility, took effect from 

January 2017.  

 

Living City Initiative 

The Living City Initiative was commenced and launched on 5th May 2015. It is an urban 

regeneration incentive focusing on the regeneration of the historic centres of six cities (Dublin, 

Cork, Limerick, Galway, Waterford and Kilkenny). Following a review of this Initiative prior to 

Budget 2017, several changes were made to the scheme, including extending the residential 

element of the scheme to landlords. These changes came into effect from 1 January 2017. To date, 

there have been a total of 31 applications for the Living City Initiative, 9 of which are in the rented 

residential category. 

The scheme provides for tax relief for qualifying expenditure incurred on both residential and 

certain commercial refurbishment and conversion work that is carried out during the qualifying 

period. In the most recent Budget, the Living City Initiative was extended to landlords in order to 

encourage an increased take-up of the scheme and to potentially release rental accommodation 

to the market. Other amendments included the removal of the restriction on the maximum floor 

size of the property, removal of the requirement that the property must have been previously 

used as a dwelling, and reducing the minimum amount of expenditure needed to qualify. 
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The relief is given in the form of an accelerated capital allowance for qualifying expenditure on 

refurbishment or conversion of rented residential and certain commercial premises within the 

special regeneration areas. The capital allowance is given at the rate of 15% of qualifying 

expenditure for each of 6 years and 10% in year 7.  

In addition to the capital allowances which the claimant is entitled to in any year any unused 

allowances from previous years can also be used. Capital allowances are unused if there is 

insufficient income in any year against which the capital allowances can be set. At the end of the 

7 years, unused capital allowances from earlier years can, in general, be carried forward and set 

against future income of the business. However, in the case of passive investors, it should be noted 

that any unused capital allowances under this scheme which are carried forward beyond the tax 

life of the building to which they relate, are immediately lost.   

Home Renovation Incentive 

The Home Renovation Incentive (HRI) came into operation on 25 October 2013 and it was 

extended to landlords from 15th October 201475. It was further extended from 1st January 2017 to 

tenants of local authorities, where such tenants have the approval of the local authority to 

complete renovation works.  It provides tax relief by way of a tax credit at 13.5% of qualifying 

expenditure incurred on repair, renovation or improvement work carried out on residential 

property. QualifyiƴƎ ǿƻǊƪ Ƴǳǎǘ Ŏƻǎǘ ŀ ƳƛƴƛƳǳƳ ƻŦ ϵрΣллл ƛƴŎƭǳŘƛƴƎ ±!¢ ŀǘ моΦр҈ ǊŀǘŜΦ ¢ƘŜ 

ƳŀȄƛƳǳƳ ǉǳŀƭƛŦȅƛƴƎ Ŏƻǎǘ ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ǘƘŜ ƛƴŎŜƴǘƛǾŜ ƛǎ ϵолΣллл ƛƴŎƭǳŘƛƴƎ ±!¢ ŀǘ моΦр҈Φ  This 

ŜǉǳŀǘŜǎ ǘƻ ŀ ƳŀȄƛƳǳƳ ǘŀȄ ŎǊŜŘƛǘ ƻŦ ϵпΣлрлΦ ¢ƘŜ ǘŀȄ ŎǊŜŘƛǘ ƛǎ ǇŀȅŀōƭŜ ƻǾŜǊ ǘƘŜ ǘǿƻ ȅŜŀǊǎ following 

the year in which the work is paid for.  

 

One of the aims of the HRI is to support increased economic activity by tax compliant building 

contractors, and to also move activity out of the shadow economy into the legitimate economy.  

Since the introduction of the HRI Scheme, the cumulative total of tax credits available to be claimed 

ōȅ ǘƘƻǎŜ ǿƘƻ ƘŀǾŜ ŎƻƳǇƭŜǘŜŘ ǉǳŀƭƛŦȅƛƴƎ ǿƻǊƪǎ ƛǎ ϵмлрΦфƳ and the value of credits claimed to date 

ƛǎ ϵссΦлуƳ76. 

 

                                                           
75 S 477B TCA 1997 
76 Office of the Revenue Commissioners - Revenue Statistics and Economic Research Branch. Home 
Renovation Incentive (HRI) Statistics 31 July 2017. Available at: 
http://www.revenue.ie/en/corporate/documents/statistics/tax-expenditures/hri-stats-monthly-2017.pdf 
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Covering the period from the introduction of the HRI Scheme in October 2013 until May 2017, over 

90,000 works have been registered with the scheme across more than 60,400 individual properties 

ƴŀǘƛƻƴǿƛŘŜΦ ²ƛǘƘƛƴ ǘƘŜ {ŎƘŜƳŜ ƛǘǎŜƭŦΣ ǘƘŜ ƴǳƳōŜǊ ƻŦ ǇǊƻǇŜǊǘƛŜǎ ǘƘŀǘ ƘŀǾŜ ōŜŜƴ ŘŜŎƭŀǊŜŘ ŀǎ ΨwŜƴǘŀƭΩ 

is an estimated 1Σпрл ǿƛǘƘ ǘƘŜ ǊŜƳŀƛƴƛƴƎ ǇǊƻǇŜǊǘƛŜǎ ōŜƛƴƎ ŘŜŎƭŀǊŜŘ ŀǎ Ψaŀƛƴ IƻƳŜΩ77.  While it is 

possible that some rental properties have incorrectly been listed as main homes, it is notable that 

the uptake for rental properties to date has been limited, at just 2.4% of the total properties on 

which work has been carried out under the scheme.  

 

Help to Buy 

A further tax initiative relevant to the property market but not targeted at landlords is the Help to 

Buy incentive which was introduced in Budget 2017. It is designed to assist first-time buyers with 

obtaining the deposit required to purchase or build their first home. With a view towards 

increasing the supply of new housing, the relief is only available in respect of new builds. Broadly, 

the relief takes the form of a rebate of income tax, including DIRT, paid over the previous four tax 

years. The maximum rebate is the lower of: 

- ϵ20,000, 

- The amount of income tax and DIRT paid in the previous 4 years, or 

- 5% of the purchase price (or valuation for a self-build). 

 

Ending of Legacy Property Reliefs 

¢ƘŜ tǊƻƎǊŀƳƳŜ ŦƻǊ DƻǾŜǊƴƳŜƴǘ άGovernment for National Recovery 2011-2016έ committed to 

reducing, capping or abolishing property tax reliefs (and other tax shelters which benefit very high 

income earners).  In line with this, the Department of Finance undertook an economic impact 

assessment into the effects of changes to the legacy property tax reliefs.  Organisations and 

individuals were invited to submit their views in a public consultation in 2011 as part of the 

assessment process and over 700 individual responses were received. 

 

Legacy property tax reliefs can be described in terms of two broad categories: reliefs relating to 

ǊŜƴǘŜŘ ǊŜǎƛŘŜƴǘƛŀƭ ǇǊƻǇŜǊǘȅ όŎƻƳƳƻƴƭȅ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ά{ŜŎǘƛƻƴ ноέ ǊŜƭƛŜŦǎ ŀǎ ǘƘŜȅ ǿŜǊŜ ƛƴǘǊƻŘǳŎŜŘ 

                                                           
77 Due to how the HRI Scheme is operated, for example, how details of the works are inputted by Qualifying 
Contractors, this figure may be an under representation of the true number of rental properties which have 
had work undertaken within the Scheme. 
 




























































































































