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Abstract

Due to a confluence of consecutive crisis events in Ireland since the global financial 

crisis of 2008 and under the greatly contracted credit cycle and debt-crisis of the 

Euro-area, global capital flows into Ireland's built environment, having previously 

operated to deepen the integration of Ireland's housing market into the neoliberal 

global financial system, have since switched away from pre-crisis high volume 

investment levels in Irish residential urbanisation. This has reduced the performance 

of Ireland's highly financialised housing system as a secondary circuit for the 

circulation, amplification and accumulation of capital value. Secondly, this capital 

switching is accompanying an historic transformation and reversal in the dominance 

of home ownership in Ireland as rates decline and home ownership becomes 

insecure, risky and financially unsustainable for large numbers of over-indebted, 

unemployed (and precariously employed) homeowners with high housing stress 

rates (due to unaffordable mortgages) and low housing security (due to mortgage 

arrears). Homeowners' experience of over-indebtedness, worsening housing 

security, economically-induced housing exclusion and expulsion into homelessness, 

alongside the Irish state's crisis policy response under the EC/ECB/IMF official 

funding programme is early evidence of the formation of a successor stage in Irish 

neoliberalism, namely a nascent regime of capital accumulation by dispossession. 

This regime is characterised, most significantly, by the Irish banking and credit 

system's use of mortgage finance and debt entrapment to acquire a greatly 

increased share of homeowner household income. It is accompanied by the 

deployment of state-sponsored, temporary and financially unsustainable mortgage 

arrears forbearance arrangements that are, in effect, the prelude to the introduction 

of extended forbearance mechanisms that maintain excessive financial expropriation 

and foreclosure strategies that repossess a household's primary asset, namely their 

house and home. Using a combination of data, this thesis investigates the urban 

roots of Ireland's crisis in the economic, financial, banking, social and reputational 

spheres and identifies the neoliberal financialisation of Irish housing and 

homeownership as being its constituent element and one that confirms Ireland's 

Omni-cr\sis as an instrumental part of the global financial crisis of urbanisation.
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Summary

This thesis aims to examine the transformation of housing finance in Ireland 

between 1992 and 2012. A range of academic and primary resources are 

accumulated and deployed to develop the critical analysis and narrative, including 

primary and secondary sources that analyze the political economy of financialisation 

and housing affordability in Ireland. In doing so, this thesis draws on a range of 

academic literatures to investigate housing, crisis, financialisation, accumulation and 

capital switching, most notably the work of Geographer, David Harvey, as well as 

Henri Lefebvre, recent work on financialisation from a range of perspectives 

(institutional economics, geography) alongside some work within Geography that 

examines financialisation and housing restructuring.

The thesis investigates how a process (i.e. the financialisation of homeownership) 

works in a particular case (i.e. Ireland) in order to identify and detail what 

mechanisms produced change (i.e. capital switching into Irish housing production 

and consumption that affected massive market transformation and greater market 

segmentation) and to investigate the substantial relations of connection between 

key agents (i.e. government and the Irish state, international financial capital), causal 

groups (i.e. financial intermediaries, housing mortgage finance providers) and actors 

(i.e. mortgage finance borrowers, both newly incorporated and already established 

as homeowners) in order to understand what they do to deal with change and the 

production of certain objects and events.

Under this thesis's research strategy, a methodology was developed that combined 

empirical survey data and ethnographic interview data to investigate how the 

transformative economic processes of key agents work across and within residential 

spaces and places of social reproduction to produce and change spatio-temporal 

fixes and to investigate what causal groups and actors do in order to deal with such 

change, and how change can be understood. In doing so, the methodology also 

resolved issues of definition and measurement of the risk of housing exclusion for 

homeowners and addressed data lacunae.
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In addition to academic and primary resources, this thesis draws on an extensive 

longitudinal study that brings together data from a range of qualitative and 

quantitative methods.

The sources for primary data presented by this thesis are as follows: empirical survey 

data on homeowners in Ireland from the Survey of Income and Living Conditions 

(SILC) conducted annually by Ireland's Central Statistics Office (CSO); empirical 

survey and interview data on the financialisation of Irish housing collated from a 

Delphi panel of expert decision-makers engaged in the provision of mortgage finance 

in Ireland; empirical data on housing costs, housing stress, insecurity and the risk of 

housing exclusion among a sample survey of over-indebted homeowners using 

Ireland's Money Advice and Budgeting Services; and, a combination of quantitative 

and qualitative data collated longitudinally over a consecutive period of 33 months 

between Q4, 2009 and Q2, 2012 from a panel of homeowners with financially 

unsustainable mortgages.

This thesis finds that processes constituting a neoliberal financialisation of housing 

occurred in Ireland over the two periods of the Celtic Tiger economy from 1992. The 

financialisation of Irish housing began in the 1990s and accelerated under a course 

of capital switching into the Irish built environment that accompanied the global 

credit cycle of the 2000s and led to the financial deepening and over-indebtedness 

of Irish homeowners.

This capital switching was a prelude to the global financial crisis that originated in 

2008 in the US secondary circuit of capital to produce disruption in capital flows and 

a great contraction in the circulation of capital that foreshadowed today's 

experience of recession and economic stagnation in advanced capitalist economies, 

including Ireland. At its core is a crisis in the financial valuation of urban space.

In Ireland, the crisis signals an end to the era of mass homeownership and a new 

stage in the tenure's decline that has been underway since the 1990s. This is a crisis 

of financially unsustainable mortgages and mortgage arrears affecting one in six



mortgage holders in Ireland in 2012. Since the onset of the global financial crisis in 

2008, the weakening of the financial sustainability of homeownership in Ireland is 

occurring under a regime of accumulation by dispossession characterised by 

instability, loss and the increased risk of housing exclusion for growing numbers of 

Irish households in the form of economically induced homelessness.

The failure of the Irish state to develop and maintain a stable, secure, affordable and 

sustainable housing system exaggerates the risks of financially unsustainable 

homeownership. Future foreclosure and home repossession rates may be of 

sufficient scale to reduce the overall ontological security of homeownership in Irish 

society to unprecedented and potentially irretrievable levels.

In short, homeownership is now the key element of the urban roots of Ireland's 

omni-cns\s and unifies Ireland's economic, social, financial, banking and reputational 

crises as an instrumental part of the global financial crisis of urbanisation.
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Chapter 1

From Success to Crisis: the transformation of Irish housing, 1992-2012.

''Th' whole worl's in a terrible state o'chassis"
Captain Boyle, Act III, Juno and the Paycock by Sean O'Casey (1924)

1.1 Introduction

While the era of Ireland's so-called Celtic Tiger economy is over, its legacy endures. 

This is not as a developmental model producing sustainable growth, rising living 

standards across Irish society and reduced inequality, but instead its mirror opposite. 

Ireland in 2013 is in its sixth consecutive year of crisis. It is a multi-dimensional crisis, 

identified as occurring across at least five inter-related spheres, namely a banking 

crisis, a fiscal crisis, an economic crisis, a social crisis and a reputational crisis 

(National Economic and Social Council, 2009).

Identifying the causes of crisis in Ireland requires an understanding of dynamic 

structural economic forces and how changes in their market transmission 

mechanisms combine with societal choice, consent and dissent. This is important in 

relation to state policy decision-making that intervenes in markets in order to 

manage, control and regulate economic activity, and particularly so in relation to 

policies aimed at economic stability, equality and growth. Therefore, there is a need 

to go beyond the National Economic and Social Council's (NESC) specification of the 

five spheres of Ireland's crisis and to identify and locate an additional dimension.

This dimension is based on a material reality wherein the lived experience of 

Ireland's crisis can be demonstrated at the level of the household and also where an 

established nexus of interests between the state, the market and civil society exist 

that are typically subject to policy interventions seeking to manage, regulate and 

control. The space and place wherein households live and experience the material 

world, and seek to reproduce themselves on a daily basis fulfils such criteria. In other 

words the additional 'sphere' required is that of housing and home as set and 

experienced within the domain of the Irish residential built environment. It is from
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within this domain that the greatest transformation has occurred, from initial 

success in the 1990s, to the multi-dimensional crisis that began in the late 2000s and 

is continuing into 2013 to produce an 'era-defining impact on Irish society and space' 

that leaves in its wake 'a topology of vacancy, unfinished estates, and empty office 

and retail parks and a topography of broken lives, shattered dreams, terminal 

indebtedness, and, for some, chronic stress, anxiety, depression and even suicide^' 

(Kitchen etal, 2012: 1322).

Despite the central role played by Ireland's housing boom and crash, the history and 

explanation of Ireland's current crisis is a contested one. Irish political and policy 

debate in 2012 reflects the schism in the explanation of crisis that exists between 

orthodox approaches to political economy and the contest between neoliberal, neo- 

and post-Keynesian approaches. This has tended to set the choice for policy makers 

of the political economy approach most likely to result in a successful resolution of 

the crisis as being between 'economic austerity' and 'economic stimulus' 

programmes. These approaches in turn translate back into ideologically divergent 

policy prescriptions for the successful resolution of crisis. Central to these policy 

prescriptions, however, are the highly disputed questions of 'successful for whom, 

how and why'? These questions pose a significant challenge for all approaches to 

explanation, policy prescription and intervention, and particularly for orthodox 

political economy and its explanation of the role of the housing market in Ireland's 

crisis and how this is experienced at national and local levels, including the 

neighbourhood and community level of the household. Placing Ireland's crisis in 

context also requires attention be given to the urban roots of crises in advanced 

economies, and the role of housing in the global financial crisis of 2008 and its 

aftermath. In seeking to address these questions and to explain housing's role in the 

production and continuation of crises, this study therefore adopts a neo-Marxian 

perspective and a more radical heterodox approach to political economy. In turn.

^ Disturbingly, the formal link between Ireland's economic downturn and the level of suicide in Ireland 

has recently been underlined by an investigation into the circumstances surrounding 190 consecutive 
deaths by suicide between September 2008 and March 2011 in Cork city and county. The study found 
that almost a third of all deaths were among persons who worked in construction and related 
businesses that bore the brunt of the Irish recession, and that nearly one in four suicides were among 
persons who were unemployed (National Suicide Research Foundation, 2012).
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this supports the application of key principles of heterodox political economy to 

explanation, including the principles of historical specificity, circular and cumulative 

causation, financial innovation and heterogeneous agents, contradiction, risk and 

uncertainty (O'Hara, 2009).

This approach is relied upon to plug the gap in explanation caused in part by the 

NESC's failure to articulate how the creation of crisis in Ireland today results from 

dynamics between productive and fictitious capital circulation that combine within 

the credit system, in the context of property markets, to produce booms and busts 

that generate, and become intertwined with, financial and banking crises. From 2002 

onwards, such dynamics produced a devastating boom-bust cycle in the Irish 

property market, and furthermore created a severe financial and banking crisis that 

has resulted in an ongoing sovereign debt crisis and has left Ireland with a debt to 

GDP ratio in 2012 that is simply unsustainable^. Within the context of the ongoing 

global financial crisis (GFC) that began in 2008, this experience is not especially 

unique to Ireland. Other advanced western economies have recently had housing 

bubbles that collapsed with resulting financial and banking crises occurring at the 

peak of the boom and immediately subsequent to the bust, for example, Iceland, 

Spain, the United Kingdom and the United States. However, Ireland has emerged as 

among one of the advanced western economies worst impacted by the global 

financial crisis (Lane, 2011), and 'faces severe problems of economic adjustment, 

perilous public finances and a glut of unsold homes and, so, is in particular difficulty' 

(Ball, 2010:939).

Ireland in 2013 can be considered a space and place of crisis under neoliberal 

capitalism in the early 21^* century. As the situation in Ireland today continues to 

deteriorate, the reality across Irish economy and society is becoming one of near 

complete 'omn/-crisis'. This is particularly so for low-income and socially excluded 

groups in Irish society experiencing poverty and deprivation, but is also increasingly

2 Projections from the EU and the IMF in 2010 suggested that Ireland's national debt would climb 
from 25 percent of GDP in 2007 to reach at least 114 percent of GDP in 2012 (European Commission, 
2010; IMF, 2010). This forecast was subsequently revised upwards so that the national debt to GDP 
ratio is now expected to peak in 2013 at just over 120 per cent (Irish Fiscal Advisory Council, 2012).
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so for over-indebted homeowner households impacted by unemployment and 

austerity, experiencing housing stress and insecurity, living with a growing risk of 

exclusion and facing economically-induced incipient and actual homelessness. These 

households in crisis are the primary subjects of this study.

In order to set a context for this study, this chapter considers the position of 

homeownership in Ireland and traces the roots of Ireland's housing crisis back to the 

1990s with a focus on the changing nature of the macroeconomic role of Irish 

housing over the period since then. It details the trajectory of Ireland's housing 

boom and crash and its equity effects within a global context. This is followed by a 

precis of the impact of the global financial crisis on Ireland's urban growth model 

before the chapter concludes with a detailed articulation of the focus of this study, 

its theorisation and thesis under investigation.

1.2 Irish housing policy and the privileging of homeownership

Ball (1983) has shown how the inherent instability of the housing market, endemic 

booms and slumps and crisis in housing production contribute to unifying the 

economic interest of a diverse range of social groups to become powerful actors 

influencing the overall political economy of owner occupation. This can be said to 

also apply in Ireland where key aspects of Irish housing and fiscal policy have 

privileged homeownership and the economic interests of home owners over renters. 

While the dominance of homeownership in Ireland's housing tenure pattern is often 

taken as demonstrating the success of market approaches to housing provision, in 

reality the Irish state is deeply involved in supporting homeownership through 

housing policy, tax reliefs and land-use planning (Drudy and Punch, 2005). Indeed, 

since its foundation in the early 1920s, the Irish state pursued particular political 

tenure strategies that favoured home ownership and had the effect of constraining 

the size, role and effectiveness of rental tenures as credible alternative housing 

opportunities (O'Connell, 1994, 2005). Table 1.1 below sets out these policy 

interventions grouped into a number of broad categories.
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Table 1.1 Irish housing policy supports for homeownership, 1919-2012

Period Nature of Support Current Status

1919- Sale and transfer of social
2012 housing dwellings to 

homeownership
• Small Dwellings 

Acquisitions Acts
Curtailed since 1987

• Local Authority Tenant Permanent since 1988 for existing social housing tenants
Purchase Scheme in self-contained housing, over 10,000 units transferred to 

homeownership from 1995 to 2011.
• Incremental Tenant Introduced in 1999, extends tenant purchase to social

Purchase Scheme housing tenants of apartments and flat complexes. From
1st Jan 2013 will replace 1995 regulations and change 
nature of discount to tenant to relate to income rather 
than duration and length of tenancy.

1984- Targeted subsidy and
2012 supports to low-income 

households for home 
purchase
• Local Authority £5,000 Available 1984 to 1987, promoted transfer of social

Surrender Grant tenancy to homeownership via grant aided purchase
• Local Authority Subject to a household income limit, scheme wound down

Affordable Housing 
Scheme 1991 and 1999

from June 2011 under revised national housing policy

• Mortgage Allowance 
Scheme

1991 - Present. Subject to household income Limit

• Shared Ownership Introduced in 1991. Subject to household income Limit.
Scheme* Scheme wound down from June 2011 under revised 

national housing policy
• Local Authority Loans 

for Home Purchase and
1991 - Present.

Improvement* ‘Household income limit under €50k as a single applicant and 
€75k as joint applicant; Primary earner in continuous 
employment for at least two years (can be self employment) and 
the second applicant must have at least one year; Applicant must 
be able to demonstrate have been refused a mortgage loan by 
both a bank/ building society.

2000- Affordable Housing Schemes
2012 for 'intermediate' 

homeownership housing 
market
• Affordable Housing Local schemes subject to household income limits. Scheme

Initiative under Part V wound down from June 2011 under revised national
Planning and
Development Act 2000

housing policy

• Home Choice Loan Government scheme Introduced in the post housing crash
Scheme period from l'* January 2009 to provide access to 

mortgage finance for prospective first time buyers unable 
get sufficient finance from a bank or building society, 
extended to second hand housing in November 2009.

Source: Adapted from O'Connell (2005) and updated using information from Department of Environment, Community and 
Local Government see http://www.environ.ie/en/DevelopmentHousing/Housing/HousingPolicv/
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As Table 1.1 demonstrates, Ireland's promotion of homeownership over other 

tenure options is notable for its longevity and scale. In parallel, social rental housing 

in Ireland has been made residual under what is in effect an ongoing bipartisan 

political strategy of extended social housing privatisation. This has been 

accompanied by substantial support to low- and middle-income households to enter 

homeownership via heavily discounted shared-ownership and 'affordable' housing 

schemes established initially in the early 1990s and extended throughout the period 

of the house price boom^. The extent of Irish state support for homeownership is 

further illustrated by the distribution of capital and public expenditure between 

actual social rental housing provision and grant expenditure targeted at first time 

buyers (FTBs) and other homeowners, as well as provision targeted at the 

intermediate homeownership market comprised of low-income shared ownership 

schemes and affordable housing schemes. Figure 1.1 shows this distribution for the 

period 1975 to 2008.

Figure 1.1 Public capital investment and expenditure on housing, 1975- 2008 
(expressed as a percentage of total annual capital formation in all housing)
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Source: Data compiled from CSO and DECLG Housing Statistics Database see: 
http://www.cso.ie/px/Doehlg/Database/DoEHLG/Housine%20Statistics/Housine%20Statistics.asp

^ A comprehensive overview of Irish housing policy developments is given by Norris and Winston 
(2004) and also by the National Economic and Social Council (2004), who place a particular emphasis 
on affordability and land policy, and the creation of an 'intermediate' housing market for low to 
middle income owner-occupiers (Downey, 2004). Elsewhere O'Connell (2005) provides an account of 
the development and growth of owner occupation in Ireland, while Fahey and Nolan (2005) consider 
issues of housing expenditure, poverty and wealth among Irish homeowners in a comparative context
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Where the data is available, it is notable how a significant proportion of public 

expenditure nominally accounting for investment in social housing provision has 

been diverted towards homeownership. The steep rise in public capital investment 

expenditures shown above in Figure 1.1 for 2008 reflects the scale in the overall 

collapse of total capital expenditure on housing as the Irish housing market crashed 

in 2008 and capital switched away from residential investment. Figure 1.2 below 

illustrates Ireland's high homeownership rate in the context of other European 

nation-states.

Figure 1.2 Homeownership rates in Europe, 2009.
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1.3 Irish housing policy revised

The primary goal of Irish housing policy remained unchanged from the early 1990s as 

being 'to enable every household to have available an affordable dwelling of good 

quality, suited to its needs, in a good environment and, as far as possible, at the 

tenure of its choice' (Department of Environment, 1991, 1995: 4). However, the 

severity of Ireland's housing crash has forced a change of some significance in 

housing policy's approach to homeownership. Within the context of a projected 

massive 95 percent reduction in capital expenditure on social housing from 2008 to 

2016 (ICSH, 2012), a newly-elected Irish government announced a revised housing 

policy framework in June 2011 wherein the overall aim of housing policy was 

restated as being 'to enable all households access [to] good quality housing 

appropriate to household circumstances and in their particular community of choice' 

(Department of Environment, Community and Local Government, 2011). The new 

policy framework envisages a significant rebalancing of the treatment of housing 

tenures towards a 'tenure neutral' position between homeownership and rental. On 

this basis, and in recognition of the housing market collapse and the significant rate 

of vacancy and housing over-supply, all affordable housing schemes have been 

suspended. Notably, the revised policy continues with the shift away from capital 

provision to revenue-based subsidy in social housing provision underway before the 

housing crash. It confirms the use of long-term leasing arrangements for the 

provision of social housing as a 'new mechanism' within the context of arrangements 

envisaged for the transfer of responsibility for long-term recipients of rent 

supplement in private rented housing to local authorities under a new local housing 

assistance payment regime. Speaking ahead of the policy launch the Irish Minister 

for Housing and Planning stated that:

"This Government seeks to promote a more balanced view of the housing 
market and of housing generally. I would like to be clear though that I am 
fully in favour of as many households as possible realising their home 
ownership aspirations. We will facilitate these households in pursuing their 
aspirations. However, we will provide people with choice too. We will create 
a v/oble rented sector; we will not construct a set of incentives so powerful
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that choice is essentially removed. In learning from the mistakes made during 
the boom years as a society we must recognise that there are those for 
whom a long-term tie to one property is not the best solution. Envisage for a 
moment a market where there are other tenure options, open to 
households; tenure options that can be reasonably considered by the 
majority of families and individuals alike. A market where other valid 
options, such as the rental sector is seen as more than a stop-gap mechanism 
on the way to the ultimate goal of buying one's own house."

Willie Penrose, T.D., Minister for Housing and Planning,
25'^ May 2011^

Nonetheless, despite the political and policy rhetoric, an examination of the extent 

of general fiscal supports to homeownership, including subsidy and grant aid, 

illustrates how contradictions between the revised housing policy statement and the 

reality of the fiscal treatment of homeowners when compared to renters remain 

unabashed in 2012.

1.4 The fiscal treatment of Irish housing and its commodity effect

A summary of Irish fiscal supports for homeownership from 1970 to 2012 is given in 

Table 1.2 below. Three general categories of fiscal support are discernible; direct and 

indirect subsidies and grant support for homeownership; direct and indirect taxation 

of private housing; and, designated tax reliefs for owner-occupiers under a number 

of area-based schemes. While the sum value of this fiscal support is difficult to 

calculate, its impact is indisputable in terms of maintaining the general policy bias 

towards private homeownership that in turn is responsible for supporting market 

choice for private housing purchase.

Speech extract. Download in full from
http://www.environ.ie/en/DevelopmentHousinR/Housine/News/MainBodv.26460.en.htm (accessed 
12.12.12)
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Table 1.2 Irish fiscal policy supports for homeownership 1970-2012

Period Nature of Support Current Status

1919-
2002

Direct and indirect state subsidy 
and grant support for 
homeownership:
Grant Aid
First Time Buyers Grants Abolished 2003
Supplementary Grants Subject to Household Income Limit 1987
Improved access to housing 
capital

1970s-
2012

General taxation for all Owner 
Occupiers
• Local Authority Rates on 

Residential Property
Abolished 1977

• Residential Property Taxes Abolished 1994: New proposals under development for 
2011/12

• Capital Gains Tax Not levied on Residential Property
• Mortgage Interest Tax

Relief
Curtailed since late 1980s will be abolished entirely by
Dec 2017 (see ppll)

1981-
2008

Designated Tax reliefs for
Owner Occupiers of Residential 
Property*

*Originally established under Section 23 of Finance Act, 1981 
and thereafter referred to as Section 23 Tax Reliefs

• Urban Renewal 1 First introduced in 1986 to support urban renewal in 
designated inner urban areas affected by dereliction and 
decline.

1998 • Urban Renewal II Designated for 49 Local Authority Integrated Area Plans 
(lAPs) covering 43 different towns and cities.
Homeowners entitled to deduction of 5 percent per 
annum for 10 years in the case of construction 
expenditure and 10 per cent per annum for 10 years in 
the case of refurbishment expenditure. Residential tax 
relief elements for expenditure incurred introduced 1*' 
March 1999 and closed 31*' August 2008

1999 • Town Renewal Designated for areas within smaller towns of population 
size 500 to 6,000 persons, out of an original 226 eligible 
towns, 100 were designated. Residential tax relief 
elements for expenditure incurred was introduced July 
2000 and closed 31*' August 2008

1998 • Rural Renewal Designated for areas in Upper Shannon region in
Counties Leitrim, Longford, Cavan, Roscommon and Sligo 
on a District Electoral Division basis. Residential tax relief 
elements for expenditure incurred was introduced 6''’
April 1999 and closed 31*' August 2008

2001 • Living Over the Shop Commencing in 2001, this scheme was introduced to 
streets outside the lAP areas under the Urban Renewal 
Scheme. Tax relief elements for expenditure incurred 
closed 31*' August 2008

Source: O'Connell (2005), Department of Finance, see http://www.taxDolicv.gov.ie and Department of Environment, 
Community and Local Government see http://www.environ.ie/en/DevelopmentHousing/Housing/HousinePolicv/
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Furthermore, fiscal policy has ensured a greater commodification of housing that 

might otherwise be the case. Private housing in Ireland is increasingly considered as 

a commodity rather than a home. In other words, 'emphasis is placed on the 

quantitative value [of private housing] as an asset - a source of capital accumulation 

and investment gain - ahead of its qualitative value as a place to live, a home that is 

an integral part of a local community' (Punch, 2009:15). The scale of the 

commodifying effect of Ireland's fiscal treatment of housing is one of the defining 

characteristics of the Irish housing boom and bubble. Its role as an accelerator of 

house and land-price inflation in local areas impacted by the array of property-based 

tax relief schemes that were introduced is instructive of just how lop-sided and 

biased Ireland's treatment of private property and homeownership has been and, 

indeed, remains.

In addition to favourable adjustments in transaction taxes on the sale and purchase 

of private housing introduced in 2011^ the failure to ensure 'tenure neutrality' 

between the treatment of homeowners and renters in Ireland is recently illustrated 

by decisions taken in Budget 2011 that continue to incentivise home-ownership. The 

crisis in Ireland's public finances has forced recognition that mortgage-interest tax 

relief (MTR) be abolished in its entirety from December 2017. In the meantime 

however, first time buyers now qualify for mortgage-interest relief at an increased 

rate of 25 per cent for the first 2 tax years, reducing thereafter, while non-first-time 

buyers in 2012 get mortgage interest relief at a rate of 15 per cent from 2012 until 

2017. In addition, a special rate of 30 percent mortgage-interest tax relief was 

introduced for the tax years 2012 to 2017 for first time buyers who bought their sole 

or main residence, or paid their first mortgage interest payment, during the 'bubble' 

years of 2004-2008. In contrast, there has been no tax credits of equivalent value or 

duration granted to renters. In other words, working renters continue to subsidise 

homeowners via their income tax payments without receipt of an equivalent 

subvention or indeed any improvement in the rate of relief received against rental 

payments.

Residential and investment property up to €1,000,000 in value is taxed at 1 percent and at 2 percent 
for values above this.
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Notwithstanding this, it is in the area of tax breaks for property investment where 

the clearest example of Irish state support for private property investment and 

consumption can be identified. From the 1980s onwards a range of tax-incentive 

schemes were initiated to encourage and support property development and 

investment in designated locations. The provisions of these schemes varied, but in 

short each was a tax vehicle for writing off investment in industrial building, 

commercial premises, rented and owner-occupied residential accommodation (see 

Table 1.2). Significantly, while the qualifying expenditure on which tax relief could be 

claimed comprised the actual cost of construction, refurbishment or conversion 

work (excluding the site costs of a property), the allowances were transferred to the 

next owner when the property was purchased from a developer or a builder^.

Despite the schemes producing substantial physical redevelopment, this was of 

highly variable quality in terms of architecture and urban design (particularly in 

urban renewal areas). The urban renewal schemes were found not to address issues 

of employment, public amenity, education and youth development considered 

central to successful sustainable urban regeneration in designated areas (Kelly and 

MacLaran, 2004). They also produced a displacement of investment from non- 

designated areas as investors sought to capture the benefits of property-based tax 

schemes. Nonetheless, the schemes were initially heralded a major success (KPMG, 

1996; McGreal, 2002). Later analysis would reveal just how costly to the Irish state 

these schemes were. Up to July 2006, tax foregone by the Irish state under these 

schemes was estimated at €1.93 billion, while the schemes were considered as 

having highly adverse equity effects alongside a regressive distributional impact in 

terms of net benefits to higher income earners, landowners and developers 

(Goodbody, 2005). In recognition of this, proposals were made in the Budget and 

Finance Act 2011 to introduce an effective termination of all reliefs. However, these 

were deferred in lieu of the findings of an economic impact assessment of potential

While subject to certain restrictions, this remained in place despite significant opposition from the 
European Commission in the mid-2000s on the basis that it conveyed an inequitable advantage to 
property owning enterprises located in these areas.
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changes to legacy property reliefs^. This was undertaken in 2011 as part of work 

preparing for the introduction of a new residential property tax in Ireland from 

2013® (Department of Finance, 2011). Table 1.3 below illustrates the distribution of 

the number of tax claims and their value, as well as the cost of claims to the Irish 

Exchequer across all schemes for both homeowners and investors for the period 

2004 to 2009. While the number and value of claims in 2009 fell as a result of the 

housing market crash, the total cost of subvention to all property owners for this 

period is valued at €2.289 billion, and for owner-occupiers and investors is valued at 

€338m and €1.951 billion respectively.

Table 1.3 Number, value and cost of property based tax reliefs in Ireland, 2004-2009

2004 2005 2006 2007 2008 2009 Total

Owner-occupiers only
• Number of Claims 1170 1915 2599 3170 3205 2789 14848
• Value of Claims (€m) 56 147 206 195 164 140 807
• Cost of Claims to State (€m)
•

23 51 78 69 64 54 338

Investors only
• Number of Claims 5912 8679 10507 11879 11588 10590 59155
• Value of Claims (€m) 530 821 998 972 849 718 4989
• Cost of Claims to State (€m) 223 332 398 386 327 285 1951

All
• Number of Claims 7082 10594 13106 15049 14793 13379 74003
• Value of Claims (€m) 586 968 1204 1167 1013 858 5796
• Cost of Claims to State (€m) 246 383 476 455 391 339 2289

Source; Department of Finance, 2011

The dominance of owner occupation in Ireland is therefore 'the result of the 

constraint of consumer options through the favouring of home ownership in public 

policy decisions' and this 'creates a consumer "preference" which in turn leads to 

policy to encourage it' (NESC, 2004; 500-501). In short, demand for private housing 

in Ireland remained strong because not only was the rate of return on owning

^ This refers to the timeframe over which a property owner can continue to claim property based tax 
reliefs from the commencement of a scheme to its conclusion. Subject to transitional arrangements 
for certain schemes where projects were already in the pipeline, virtually all property tax 
incentivisation schemes have been terminated in the period since Budget 2006. The only scheme still 
open to new entrants is the Mid-Shannon Corridor Tourism Infrastructure Scheme, which is subject to 
State Aid approval from the European Commission.
® As per terms agreed in Ireland's official funding programme from the IMF and EU (introduced in 
more detail in section 1.7)
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housing high, it was actively encouraged by policy, taxation and fiscal supports. Of all 

the factors that influence house-purchase decision-making, house-price expectations 

are likely to loom the largest. Banks et al (2003) concluded that increased housing 

market volatility is a feature that explains why people buy houses sooner in their 

lives. This is because there is no other means of hedging against further increases in 

house prices, except to buy housing itself. Arguably, this finding can be seen to apply 

to the experience of the Irish private housing market and helps explain the 

maintenance of what in retrospect were unsustainable house price expectations.

1.5 Housing and the Irish economy: from boom to crash

Housing markets have important macroeconomic consequences (MacLennan et al 1997, 

1998). Over the period from the late 1990s a growing empirical characterisation of the 

macroeconomics of Ireland's housing market emerged focused, for example, on 

econometric models of house price inflation and market fundamentals (Murphy, 1998; 

Kenny, 1999; McQuinn, 2004) and the sustainability of house price inflation (Roche,

1999, 2001, 2003). While the Irish planning system has an important influence on 

regional and national economic performance, especially as housing affects both the 

demand and supply sides of the economy (Bannon, 2005; Redmond, Williams and 

Punch, 2005), the lynchpin housing-macroeconomic relationship is said to be limited to 

issues pertaining to housing taxation, housing cycles and housing-market urban 

structural form (Leung, 2004). Meen (2003) identified key aspects of the relationship of 

housing markets to macroeconomy in the UK and four of these are set out below as a 

useful reference to explaining the Irish experience over the period since the 1990s to the 

present^.

1. The relationship between house prices and consumers' expenditure.

2. The effect of housing on wages, migration and labour markets in general and 

in particular the transmission mechanisms of house prices (and inflation 

rates) and the owner occupation rates. Through labour markets, housing

The remaining key area is the link between housing and the spatial concentration of business start
ups.
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affects the regional dispersion of economic activity and well as the national 

aggregate.

3. The influence of international differences in European housing markets on 

monetary union.

4. The contribution of housing activity to economic cycles.

The recent impact of house-price inflation on wages and Irish labour-market activity 

is considered by Duffy, Fitzgerald and Kearney, (2005) while the overall relationship 

between housing and labour-market activity is considered elsewhere by Muellbauer 

(1990) and Cameron and Muellbauer (2000). They find house prices to be important 

determinants of wage levels and show that while personal income growth has an 

effect on house prices, there is a reverse effect whereby house-price changes feed 

back to influence real wages after a time lag of between one and three years. 

Housing tenure also influences job search, mobility and therefore unemployment. 

For example, growth in homeownership at the expense of rental alternatives is 

identified by Oswald (1996) as contributing to higher rates of unemployment, while 

Henley (1996) found that owning a house reduces an individual's labour market 

mobility

However, it is with changes in the relationships between house prices, consumer 

expenditure and the contribution of housing activity to economic cycles that the 

greatest influence over macroeconomy can be seen to have emerged over the 

period since the 1990s. The correlation between changes in house prices and a 

boom in consumer expenditure is well established (Muellbauer, 1990), even though 

causality is disputed^^. This is due to the important role played by the international 

credit system and how mortgage markets and finance operate within national 

monetary policy and regulatory frameworks. The liberalisation of credit markets 

increases the sensitivity of housing markets and, indirectly, consumption, to changes

Similarly, Hughes and McCormick, (1981,1985,1990) and Bover, Muellbauer and Murphy (1989) 
found that households who reside in social rented housing were less likely to move regions in order to 
obtain employment.

For example, during Ireland's housing bubble, the precise mechanisms whereby housing market 
activity and housing wealth impacted on consumption and other measures of domestic demand are 
considered difficult to measure and isolate empirically (Lydon and O'Hanlon, 2012).
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in interest rates especially as equity withdrawal - the propensity to borrow on a 

mortgage more than is required to finance the purchase of a home - becomes an 

established feature of household income (Meen, 2003).

Ireland's recent experience can be considered a clear illustration of how change in 

household income was driven by credit as Ireland's housing-wealth effect, 

established in the late 1990s by domestic economic and demographic factors, 

became a credit-driven phenomenon in the early 2000s. With the exception of 2001, 

the aggregate increase in asset values for Irish housing from 1993/4 to 2007/8 

remained higher than that for liabilities due to house-price inflation, thereby 

increasing the net worth of the household in nominal terms and producing a so- 

called 'housing-wealth' effect that positively influenced consumer expenditure 

decision-making. Greater housing wealth in Ireland was accompanied by a significant 

rise in consumer expenditure such that domestic demand accounted for 75 percent 

of economic growth in the latter half of the 1990s (Central Bank of Ireland, 1999, 

2000)^^. Domestic demand continued to remain at an unsustainably high proportion 

of economic growth up to the onset of Ireland's housing crash and economic crisis in 

2008.

A new global credit cycle emerged in the wake of the 'dot.com' or 'tech' bubble in 

equity and stock markets that burst in 2000 to produce a global house-price boom 

that helped prop up the global economy. This was the beginning of a significant 

switch of capital into the residential built environment and property in general and 

away from stock and equity markets that began in the USA, but would influence 

global cycles of accumulation via the urbanisation of capital over the period leading 

up to the global financial crisis in 2008 (capital switching into Irish housing during the 

2000s is discussed in more detail in Chapter 3). The international business cycles of 

credit, housing markets and real economic activity (taken to be the production and 

consumption of goods and services) have since been recognised by Igan (ef al, 2011)

During the 2000s, homeownership was found to be the gateway to a range of credit options for 
households, while increased housing wealth was also associated with greater financial debt (Bridges 
etal, 2006).
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as forming a paramount macro-financial link in the economy that determines how 

shocks are transmitted across the global financial system and real economies within 

and across borders. Igan (ef al, 2011:7) investigated the characteristics and 'co

movement' of cycles in house prices, credit, interest rates and real economic activity 

in advanced economies during the past 25 years and found, inter alia, that while 

country-specific cycles in house prices, credit and so-called real economic activity are 

largely driven by common factors, 'the role of such factors appears to have increased 

over time, possibly owing to growing financial integration'. Secondly that US cycles in 

real activity, house prices and interest rates 'tend to lead other countries' respective 

cycles over all time horizons, while the US credit cycle leads only in the long run' and 

that this points to 'significant spillovers from the United States to the rest of the 

world [that] underlines the need to take into account not only domestic but also 

global trends in house prices and credit when analyzing the economic outlook' Igan 

(ef al, 2011:7).

It is notable therefore how, with the exception of Japan and Germany, the US led 

expansion in the global credit cycle ensured 'real house prices in all OECD countries 

increased, in most cases substantially, from 2000 to 2006' while a 'similar yet not as 

striking increase, with a few exceptions, was recorded in developing countries' (Igan 

and Loungani, 2012:3). At the beginning of the 2000s, this prompted the following 

opinion from what is now in retrospect a deeply ironic cover story in The Economist 

magazine entitled 'The houses that saved the world':

'Massive monetary easing by central banks has succeeded in propping up 
consumer spending around the world, partly by boosting house prices. To put 
it crudely: as one bubble burst, another started to inflate. Those capital gains 
have in turn been converted into cash as households have taken out bigger 
mortgages... home-equity withdrawal (the increase in borrowing in excess of 
new investment in housing) has been running at record levels.'

{The Economist, March 30*^, 2002, pll).
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The relationship between Irish housing and its macroeconomy over the period since 

1992 can therefore be considered in three parts, beginning with the export oriented 

economic boom of the 1990s, through the credit-fuelled bubble period of the 2000s, 

and ending with the impact of the housing crash in 2008 that was intertwined with 

Ireland's banking crisis and the wider global financial crisis.

The period from 1993 to 2000 was one of relatively high economic growth in Ireland. 

An average annual rate of growth of GDP of 8.1 percent and was accompanied by a 

singular transformation in Irish society and economy, most notably through falling 

unemployment, job growth, rising disposable income and living standards and an 

historic transformation of patterns of net emigration to one of net immigration. This 

was the first era of the so-called 'Celtic Tiger economy' in Ireland. It was based on 

the confluence of a number of key factors. These included the establishment of a 

'social partnership' agreement between government, employers, unions and farmers 

that traded government commitments to reductions in personal taxation in return 

for fixed-rate wage increases and industrial relations stability across the economy. 

This was to yield a period of certainty and stability for foreign and domestic investors 

that saw significant growth in export-led industries in agribusiness, pharmaceuticals 

and computer IT services, medical devices and notably in financial services based in 

Dublin's relatively recently established International Financial Services Sector (IFSC) 

(Sweeney, 1998, 2000).

Another major factor was an inflow of €20.5 billion (2007 prices) of EU agricultural, 

structural, regional and cohesion funding and the convergence of Irish fiscal and 

monetary policy on the Maastricht Treaty criteria for membership of the common 

European currency (planned for the end of the 1990s). This helped achieve low 

inflation and low budget deficits in Ireland, a stable exchange rate for the Irish punt 

and low long-term interest rates (Drudy and Collins, 2011). The long-term 

sustainability of the Celtic Tiger model of economic growth and development 

became increasingly weakened as the decade came to a close. This was primarily 

due to the Irish economy's over-dependence on Foreign Direct Investment (FDI) 

flows from the USA, limited investment in indigenous sources of economic growth.
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as well as the lack of diversity in the overall economy which meant that international 

setbacks to FDI or in export markets would have disproportionate effects. Secondly, 

during the latter half of the decade there were consistent signs of 'overheating' in a 

range of services where price inflation was growing disproportionally, causing a 

decline in overall Irish competitiveness (Central Bank of Ireland, 1999, 2000).

However it was the rate of growth in the Irish housing market that began in earnest 

in 1996 with a large rise in prices and asset values, and an accompanying catch-up in 

Irish housing construction and supply, where the greatest concerns over long-term 

sustainability were identified (Downey, 1998; Ahearn, 1999; Kirby, 2002). Up to the 

mid-1990s, effective housing demand in Ireland was based on demographic and 

economic factors that underpinned growth in the housing market in terms of 

revenue and in turn helped finance the establishment of an urban growth model 

that resulted in increased land use for housing development. Figure 1.3 below 

illustrates the dramatic changes in the scale of all new housing unit completions over 

the period 1970 to 2008. Output for private housing dominates and peaked at 

88,211 units in 2006 before declining again. Growth was supported by a relaxed 

monetary policy stance, fiscal regime and planning and zoning system that 

encouraged investment in residential property acquisition and development 

(Williams, Hughes and Redmond, 2010).
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Figure 1.3 Trends in Irish housing output by housing tenure, 1970 -2008

I Local authority housing I Voluntary and co-operative housing I Private housing

Source: Data compiled from CSO and DECLG Housing Statistics Database see: 
http://www.cso.ie/px/DoehlB/Database/DoEHLG/Housing%20Statistics/Housing%20Statistics.asp

Despite warnings of the need to use fiscal policy to restructure economic growth 

onto a more sustainable and affordable path, successive Irish governments 

maintained a pro-cyclical budgetary fiscal position that in fact accelerated the 

growth of domestic demand and supported the national property boom (NESC,

2005). This helped set the course for the period in the 2000s that marked a 

distinctive shift in the composition of Ireland's economic growth as the export-driven 

growth of the first era of the Celtic Tiger economy was replaced by a second era of 

domestically driven growth based on house price inflation, land speculation and easy 

access to credit (Williams, et al 2010; Bradley and Untiedt, 2012).

As noted, in response to the stock market and equity falls that accompanied the 

collapse of the 'tech' bubble, the early 2000s saw globally coordinated efforts among 

the central banks of the US, UK and the newly established Euro area (European 

Central Bank) to take advantage of low inflation rates by reducing interest rates in 

order to maintain debt-based consumption and economic growth. Initially, the full 

structural adjustment of Ireland's economy under the new Euro area monetary 

regime was not yet sufficient to dampen domestic concerns that persisted regarding 

the impact of the 'tech' bubble crash. The subsequent US recession had reduced FDI
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flows into Ireland, led to lower growth and employment expectations and heralded 

an anticipated adverse impact arising from bad debts. With housing output 

expanding to meet demand and a noted moderation in the rate of house-price 

inflation in 2000 and 2001, Ireland's Central Bank warned of potential house-price 

falls in 2003 and forecast that 'weaker housing demand associated with lower 

growth and employment prospects and continuous expansion of housing output 

would suggest that the [housing] market may now be close to balance' (Central Bank 

of Ireland, 2003: 2).

However, in response to sluggish economic growth rates in France and Germany, 

European Central Bank (ECB) monetary policy reduced interest rates, resulting in an 

even greater pro-cyclical and accommodative monetary regime in Ireland as 

mortgage finance became cheaper than heretofore. Within the Euro-area a 

significant change in the nature of credit institutions' funding also took place. 

Increased liberalisation and the abolition of exchange rate risk had resulted in 

deeper and more integrated bond markets and a substantial increase in market 

based funding using debt securities. With a newly found ability to access wholesale 

funding on international money markets that could then be lent out under lax credit 

standards and considerably loosened lending criteria, Irish financial institutions 

quickly established a voracious demand for credit (McCarthy and McQuinn, 2011). A 

mutually reinforcing relationship became established whereby changes in credit 

standards for income multiples and loan-to-value ratios became a function of house 

prices changes (Fitzpatrick and McQuinn, 2007). Despite deterioration in the ratio of 

house prices to earnings, increased credit supply in the form of cheaper mortgage 

finance resulted in a substantial increase in the market affordability of private 

housing and added further impetus to the re-emergence of Ireland's house-price 

inflation from 2003 to accompany what had remained an uninterrupted expansion in 

housing construction. The Irish Central Bank housing market equilibrium 

expectations of 2003 were soon eclipsed by the house price bubble that would 

ensue as a result of increased liberalisation and cheaper credit.
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By the mid-2000s, housing had become 'one of the central economic, social and 

environmental issues in Ireland' (Norris and Redmond, 2005: 1). In nominal terms 

Irish house prices doubled between 1996 and 2000. It would double again between 

2000 and 2007 to become deeply symbolic of overall Irish economic success (Drudy 

and Collins, 2011). The influence of rising house prices over the behaviour of market 

participants, commentators, statutory regulators, policymakers and government in 

Ireland during this period would prove to be enormous. The redoubled housing 

wealth effect that accompanied the house price bubble helped secure a Zeitgeist 

that became established across private and public institutions and agencies and in 

the Irish media that could only envisage, at worst, a gentle moderation in the high 

rate of house price inflation towards a so-called 'soft landing' for rates of growth. 

Despite evidence warning of the emergence and likely consequences of a 'price 

bubble' in Irish housing (see European Central Bank, 2003; Helbling and Terrones, 

2003; Downey, 2003; Kelly, 2007), this sentiment went generally unchallenged 

domestically.

In contrast this sentiment's reputability was bolstered by an accommodating political 

system, state housing policy and a fiscal and monetary regime that was accompanied 

by weak governance and light-touch financial regulation. Importantly, during this 

period a consensual civic society continued to adhere to the ontological security of 

home ownership, presumably on the basis that Ireland had never (yet) experienced a 

complete property market crash within a monetary union, but also because in 

general terms, Irish society maintains a strong preference for property as an asset 

and accedes to the promotion and identification of home ownership almost as the 

'natural' housing tenure of choice. It too was also incorporated into the zeitgeist^^. It 

is worth noting that in their investigation into the sources of Ireland's banking crisis, 

Regling and Watson (2010: 5) confirmed how at the time of the mid-2000s there was 

scope to mitigate the risks of a price bubble and boom/bust property cycle through 

prudent fiscal and supervisory policies as well as strong bank governance, but that in

Chapter 2 considers how the factors identified here can be understood as representative of 
neoliberal ideology in both political, policy and indeed personal decision-making in relation to 
housing.
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the event 'official policies and banking practices in some cases added fuel to the fire. 

Fiscal policy, bank governance and financial supervision left the economy vulnerable 

to a deep crisis, with costly and extended social fallout'. By the mid-2000s, the Irish 

government's repeated reduction of income tax in order to achieve wage restraint 

under the trilateral social partnership agreements meant that Ireland had become a 

'too-low' tax economy (Collins, 2003) while, simultaneously, Irish public finances 

became over-reliant on the transaction charges and indirect tax revenues associated 

with the property market overall. This further exaggerated the risks associated with 

Ireland's property bubble as the fragile and narrow tax base became focused on 'the 

'booming' part of tax revenue that would turn out to be a transitional phenomenon' 

(Regling and Watson, 2010: 27).

When Ireland's economy began to experience the recessionary impacts of the global 

financial crisis (GFC) that was triggered by rising US default rates in the global 

securitised subprime mortgage markets, the unsustainability of the Irish housing 

market became realised and the home-grown property boom rapidly unravelled. 

Flouse prices started to fall in 2007 before crashing in 2008 and remained on a 

downward trajectory until 2012. Figure 1.4 below illustrates the trends in regional 

house price inflation over the longer-term period 1970 to the second quarter (Q2) of 

2012. It shows the extent and scale of Irish house-price inflation in both eras of the 

Celtic Tiger economy and confirms how house-price inflation was greatest in the 

Dublin region for new and second-hand housing units, while new housing in Cork 

and second-hand housing in Cork and Galway were considerably above the national 

house price average prior to the crash in 2008.
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Source: Data compiled from CSO and DECLG Housing Statistics Database see: 
http://www.cso.ie/px/DoehlB/Database/DoEHLG/Housing%20Statistics/Housing%20Statistics.asp

Initially, falling Irish house prices created a stagnating effect on market activity as 

purchasers and vendors attempted to wait out the period for a price correction to 

work through. However, an oversupply of housing contributed to falls in house 

prices, as well as reduced levels of occupation and investor demand, leading to lower 

building activity and profitability (Williams et al, 2010). More than 2,800 so-called 

'ghost' housing estates comprising 23,000 units were completed but unoccupied in 

2010 while a further 20,000 units remain at various stages of completion on 

'unfinished' housing estates (Department of the Environment, Community and Local 

Government, 2010). Subsequently, the overall vacancy rate in the Irish housing stock 

rose to 14.7 percent (294,202 units) in 2011 (Central Statistics Office Census 2011).

1.6 Ireland's house price crash in context

House price booms and busts are, in fact, common internationally and Ireland has 

experienced previous periods when house price inflation ran ahead of rates of 

economic growth prior to declining again (for example during the late 1970s and 

again in the late 1980s). There have also been periods when rates of economic
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growth have remained positive annually while house price inflation was either static 

or in decline. This was the case during the early 1990s in Ireland (Duffy, 2010). 

However, the impact of previous boom-bust cycles in Ireland's housing market were 

minor in comparison to the catastrophic events since 2007 when the collapse in 

Ireland's GDP value growth was triggered by the bursting of the house-price bubble. 

Since then, Ireland's house price crash has demonstrated significant drag effects on 

GDP growth, thereby confirming how the extent of the shadow of this bust will be 

significant and prolonged.

The scale and depth of Ireland's latest housing boom-bust cycle only becomes truly 

apparent when compared to those of other advanced economies that have recently 

experienced housing bubbles and, with the exception of the Netherlands, are 

experiencing banking crises while also undergoing severe economic recession and 

pursuing austerity measures to reduce government debt. Figure 1.5 illustrates the 

housing boom-bust cycles that occurred in the USA, the Netherlands, Spain, the 

United Kingdom and Ireland over the period Ql, 2005 to Ql, 2012. It is a 

comparative index for house prices (with data indexed to a base of 100 in 2005) 

based on cross-national data collated from the Bank of International Settlements 

(BIS). It shows that since the GFC in 2008, some moderation in the rate of house 

price decline has been recorded in the Netherlands, while a stabilisation in the 

velocity of decline is evident for the USA and UK economies, with both registering 

modest but short-lived periods of recovery. Only Spain has an equivalent continuous 

downward trajectory to Ireland's over the period, although its decline was not so 

steep. The data clearly shows how Ireland's house price crash has been the most 

severe among these economies.
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Figure 1.5 Ireland's housing boom-bust cycle in comparision with other 
advanced economies, 2005-2012

----------- USA ■ Netherlands Ireland Spain UK

Source: Data compiled from Bank of International Settlements (BIS) Property Price Statistics (data downloaded from 
http://www.bis.ore/statistics/pp.htm 8th Oct 2012) Note: Data are indexed to 2005 = 100. Data are for property price per 
dwelling for all dwellings. Data for Spain is per square metre. Data for USA is for 1-family new dwellings.

Significantly, residential property prices in Ireland are continuing to decline since 

their peak in 2007. Overall, to August 2012, the national CSO Residential Property 

Price Index (RPPI) for all residential property is 50 percent lower than its highest 

level in 2007. In Dublin, residential property prices are 57 percent lower than their 

peak in February 2007, while in the rest of Ireland the decline is somewhat lower at 

46 percent (see Figure 1.6 below). House prices in Dublin are 56 percent lower than 

peak, while apartments in Dublin are 63 percent down from peak (see Figure 1.7 

below). Most recently, the RPPI has found that Irish property prices continued their 

yearly decline and fell by 11.8 percent in the year to August 2012. This compared to 

an annual rate of decline of 13.9 percent in the twelve months to August 2011.
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http://www.cso.ie/px/pxeirestat/Database/eirestat/House%20Prices/House%20Prices statbank.asp?SP=House%20Prices&Pla
neuaee=0

Figure 1.7 RRPI for houses and apartments (National and Dublin) 2005-2012

05-Aug 06-Aug 07-Aug 
------National - houses

Dublin - houses

08-Aug 09-Aug

-----------Dublin - apartments

10-Aug 11-Aug 
National - apartments

12-Aug

Source: Data compiled from CSO, RPPI, various years, see
http://www.cso.ie/px/pxeirestat/Database/eirestat/House%20Prices/House%20Prices statbank.asp?SP=House%20Prices&Pla
neuaBe=0

A price stabilisation recorded for certain properties on a monthly basis since July 

2012 has been taken by some market commentators as signs that Irish house price
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declines are bottoming out^'*. This sentiment is supported by empirical evidence 

produced from long-run econometric models of house prices that found Irish house 

prices have 'over-corrected' and fallen by more than between 12 to 26 percent 

below what they should have at Q3, 2011 (Kennedy and McQuinn, 2012)^^. However, 

changes in credit conditions, such as lower income multiples and loan-to-value ratios 

have combined with reduced income levels and higher variable interest rates to 

produce house price declines in 2009 and 2010 (McCarty and McQuinn, 2012). These 

conditions have combined with uncertainty and lack of investor confidence and an 

increasingly negative price expectation of prospective purchasers to undermine 

house price stabilisation (Kennedy and McQuinn, 2011; Daft.ie, 2012). Also higher 

deposit-to-loan ratios and the deleveraging obligations set for Irish financial 

institutions under the terms of the November 2010 EU/IMF programme are resulting 

in a credit contraction that is constraining house-price movements (Duffy, 2012a; 

Lyons, 2012). The number of new mortgage draw downs in Q2 2012 is at only six 

percent of peak levels in 2007 (Central Bank of Ireland, 2012c). These factors mean 

the decline in Irish house prices is unlikely to have stabilised nationwide in 2012.

One consequence of the continued decline in both residential (and commercial 

property) values is the emergence of a so-called 'bear' or buyer's market in Irish 

property sales and, most recently, the establishment of regular auctions of 

'distressed assets' in 'fire-sales' and 'repossession-sales' of properties and assets 

released for sale by liquidators^^. Another more significant consequence is an 

escalation of the extent of negative equity in the Irish housing market owing to the 

impact of the rapid decline in house prices among highly-geared borrowers with high 

loan-to-value ratios (LTV). As house prices continue to fall in Ireland, both the

According to the chief economist of the Sherry Fitzgerald Group (one of Ireland's largest estate 
agents) "2012 proved to be a turning point for the housing market". Extracted from press statement 
issued 2.1.13. Download available from http://www.sherrvfitz.ie/ABOUTUS/Newsltem.aspx?id=605 
(accessed 1.5.13)
'5 The four long-run econometric models evaluated by Kennedy and McQuinn (2012) are all a form of 
investment-demand function where house prices are expressed as a function of key market 
fundamentals.

The international auctioneers Alsop (in partnership with an Irish estate agent called Space) have 
conducted successive quarterly 'fire-sale' auctions beginning in Ql, 2011 and over the period to Q4, 
2012 have sold 92 percent of the lots offered. Their October 2012 auction raised €17.8m for 110 
properties sold (60 percent of these were residential properties).
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number of households in negative equity and the value of negative equity have 

increased. Analysis of the mortgage books of the four institutions covered by the 

Financial Measures Programme (FMP)^^ found that 31 percent of all their mortgaged 

residential properties, or 47 percent of the value of outstanding loan balances, were 

in negative equity at the end of 2010 and that of these mortgage loans eight percent 

had also accrued more than three months worth of arrears. Dublin was found to 

have the largest number of borrowers simultaneously in negative equity and arrears 

followed by householders in the Midlands and Border region (Kennedy and Mclndoe 

Calder, 2011).

Other findings for 2010 suggested that 6.1 percent of Irish households experiencing 

payment distress and arrears in 2010 are also in negative equity (Kelly, McCarthy 

and McQuinn, 2011) while the duration of negative equity in the Irish mortgage 

market has also been estimated as likely to range from 12 to 15 years based on the 

medium-term forecast for Irish GDP growth (Duffy, 2010). A comparative analysis of 

Ireland's financial crisis with four advanced economies where a financial crisis and 

banking crisis were caused by property-market boom-bust cycles^®, concluded that 

past episodes of so-called 'systemic distress' indicate that 'Irish real property prices, 

both residential and commercial, may take a significant number of years (ranging 

from 11 to 22 years) to recover fully' (Woods and O'Connell, 2012: 114). Currently, 

with a 50 percent decline in values from a peak in September 2007, an estimated 

240,000 households are likely to be experiencing negative equity to a value of €25 

billion (Central Bank of Ireland, 2012b: 16-17^^).

Negative equity impacts on consumer spending and in turn influences credit 

availability. Flomeowners can consider themselves to be 'locked in' to a less 

desirable property and may have less incentive to invest in maintenance. More 

problematically, negative equity may prevent or hamper attempts at personal debt

The FMP was established by the Irish government in March 2011 to recapitalise the following 
institutions: Allied Irish Bank (AIB); Bank of Ireland (Bol); The Educational Building Society (EBS) and 
Irish Life and Permanent (IL&P) (see Central Bank of Ireland, 2011).

These are Finland, Norway, Sweden and Japan.
Estimates relate to a sample of 603,000 mortgages, with a total value of €86.6 billion.
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restructuring and is increasingly associated with mortgage default (Foote et al,

2008).

1.7 The global financial crisis, Irish home ownership and the focus of the thesis

It is striking how the collapse into recession of Ireland's urban-growth model 

coincided with the global financial crisis (GFC) in 2008 when the Irish banking system 

became unstable due, it was believed at the time, to a loss of market liquidity. This 

led Ireland's government to announce that it would guarantee Irish banking's total 

liabilities for two years; a guarantee that was, it turned out, far too broad (Flonohan, 

2010a, 2010b). It is also notable how the property-related losses that emerged in the 

Irish banking system accompanied the great global contraction in credit (commonly 

referred to as the 'credit crunch') that followed the GFC in 2008, and that continues 

in 2012 to drive economic decline and recession globally. Ireland's fiscal and banking 

crisis originates with its property market crash through the loss of asset-driven 

revenues but primarily through the costs of recapitalising - or 'bailing out' - the 

banking system (by direct capital injections and the creation of a 'bad bank' to 

purchase - that is transfer - all development-related loans over €20m^°).

Ireland's state banking recapitalisation effectively transferred property-related bank 

losses to the Irish state. When the two-year bank guarantee concluded in September 

2010, capital flight ensued from the Irish banking sector and the sovereign spread on 

Irish debt rose sharply (Lane, 2011). The cost of borrowing to fund the growing 

deficit between Irish government income and expenditure became prohibitive. 

These, among a number of other triggers, resulted (in November 2010) in Ireland's 

first ever request for official assistance from the European Union (namely, the 

European Commission and the European Central Bank) and the International

The National Asset Management Agency (NAMA) was established in December 2009 as one of a 
number of initiatives taken by the Irish Government to address the serious problems which arose in 
Ireland's banking sector as the result of excessive property lending. NAMA has acquired loans (land 
and development and associated loans) with a nominal value of €74 billion from participating 
financial institutions. Its objective is to obtain the best achievable financial return for the State on this 
portfolio over an expected lifetime of up to 10 years. Downloaded from http://www.nama.ie 
(accessed 1.5.13)
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Monetary Fund. The total financial rescue package (or 'bailout') agreed was €85 

billion (54 percent of Irish GDP in 2010)^^. Of this, €35 billion is directly to support 

the Irish banking system and is comprised of a €10 billion recapitalisation against 

expect loan losses and €25 billion in liquidity to cover repayments to bond holders. 

The remaining €50 billion is attributed to the cost of covering government 

expenditure and includes a commitment of €17.5 billion from the Irish National 

Pension Reserve Fund (NPRF), thereby reducing external assistance to €67.5 billion).

The specific economic policy conditionality set out under the terms of this official 

(i.e. non-market) funding requires the rigorous implementation by Ireland's 

government of fiscal policy and reforms 'consistent with the requirements of the 

excessive deficit procedure' (IMF, 2010). This means that a complex programme of 

structural change is now underway in Ireland that requires 'fiscal consolidation' and 

'asset disposal', as well as so-called reforms to, inter alia, Ireland's financial and 

banking sector, credit system, social welfare system, labour market, public sector 

employment and services and public pension schemes. The main objectives under 

the programme are to 'de-risk' the Irish banking system, boost productivity, increase 

competitiveness and change the operation of the Irish labour market (Flonohan, 

2011; Lane, 2011). The immediate result has been a series of government imposed 

austerity measures including rising direct and indirect taxation, new public service 

charges, severe cutbacks in public expenditure on health, education and welfare 

services, public-sector wage cuts, income and pension levies, severe reductions in 

capital expenditure and the cancellation of investment programmes in urban 

regeneration, social-housing provision and transport infrastructure. Again, it is

On 21 November 2010 Ireland officially requested financial assistance from the ED, the euro area 
Member States and the International Monetary Fund (IMF). A joint mission with members from the 
European Commission, the IMF and the European Central Bank (ECB) on 28 November reached 
agreement at staff level with the Irish authorities on a comprehensive policy package for the period 
2010-2013. The agreement was formally adopted on 7 December 2010 at the Eurogroup/ECOFIN 
meeting in Brussels. The Memorandum of Understanding and the Loan Agreement were signed 
thereafter. The Economic Adjustment Programme for Ireland includes a joint financing package of €85 
billion with contributions from the EU/European Financial Stability Mechanism (EFSM) (€22.5 billion), 
euro area Member States/European Financial Stability Fund (EFSF) (€17.7 billion), bilateral 
contributions from the United Kingdom (€3.8 billion), Sweden (€0.6 billion) and Denmark (€0.4 billion) 
as well as funding from the IMF (€22.5 billion). There is an Irish contribution of €17.5 billion from the 
Treasury cash buffer and investments of the National Pension Reserve Funds. (Source: 
http://ec.europa.eu/economv finance/assistance eu ms/ireland/index en.htm )
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notable how the resulting period of disruption to global economic growth triggered 

by the GFC in 2008, and now referred to as the 'great recession', is accompanying 

Ireland's experience of austerity.

In effect, this confluence of events has plunged the Irish economy and housing 

system into crisis, and, with it, growing numbers of low- and middle-income 

households whose housing security is increasingly uncertain. Growing 

unemployment, falling disposable income, stagnant and declining real wages and 

rising costs of living in 2012 are combining with massive over-indebtedness among 

households to produce a deepening crisis of missed payments, default, rent and 

mortgage arrears. These calamitous effects threaten a ruinous future, including 

housing exclusion and economically induced homelessness, for growing numbers of 

Irish households and homeowners. The changing social and urban geography of 

housing and home ownership in Ireland during the prolonged period of crisis since 

2008 comprises, in effect, the crisis of Irish housing. It is grounded by the material 

reality faced by households in crisis and as such is the focus of this study.

This research seeks, therefore, to answer the straightforward question: 'what went 

wrong with Irish housing and home ownership, how, for whom and what are the 

consequences?' It does so in a manner that is critical of market-oriented 

explanations that portray home ownership as offering assured and certain financial 

accumulation and as guaranteeing a greater measure of personal control, well-being 

and ontological security^^ (Saunders, 1990). Instead, this research recognises the 

risks that accompany home ownership - particularly for lower-income households - 

and how these have increased within the context of changes in the labour market, 

the welfare state and, critically, the credit system and mortgage market itself. This 

study is therefore set within the context of global economic transformation wrought 

by a neoliberalising international capitalism that has been intensifying since the

It has been said that people need the confidence, continuity and trust in the world which comprise 
ontological security in order to lead happy and fulfilled lives, and furthermore that ontological 
security can be attained more through owner occupied than rented housing. For example see Hiscock 
etal, 2001.
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1990s to produce an expanded and deregulated international credit system that has 

rendered huge changes to housing and property markets locally and internationally.

This research is clearly focused on how overall housing market failure to ensure 

access to housing to low- and middle-income households, especially throughout the 

course of the housing boom, actually produced a greater degree of unmet housing 

need in Ireland but was also accompanied by the promotion of greater levels of debt 

incumbency and a sizable growth in overall household debt. This requires the study 

to consider how the extent of Irish household indebtedness was driven by the way 

initial house price affordability issues for homeowners, arising due to runaway asset 

price inflation during the peak years of the housing boom, and acting as barriers to 

accessing the housing market, were resolved by the Irish banking system's use of 

financial flows. How this supported reckless and, at times, predatory, lending 

practices by Irish credit institutions and financial intermediaries among homeowners 

is a key point of enquiry. Such lending activity, for example offering successive, 

collateral-based 'top-up' loans at a significant discount to other forms of personal 

lending both during and immediately after home purchase, as well as the aggressive 

selling of mortgage and income protection insurance, are understood here as 

examples of a 'financial deepening' of homeowners by the credit system (and is 

discussed in more detail in Chapter 3). Another key point of enquiry is how this 

financial deepening helped to transform cyclical house price affordability issues into 

the contemporary housing debt crisis as part of the overall financialisation of Irish 

home ownership that occurred during the Irish housing boom and which continues 

to impact under the long shadow of the crash.

To begin with, however, and to support the above as a point of critical departure. 

Chapter 2 introduces a conceptual framework for developing an understanding and 

explanation of housing as space, home, capital and ultimately as crisis. Central to this 

is an understanding of the urbanisation capital and the process of 'financialisation' in 

the whole dynamic of Ireland's housing crisis. Chapter 2 explores the relationship 

between the production of space, capital and housing and considers the risks
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associated with homeownership through an exploration of housing as a space of

crisis.

While this chapter has reviewed macroeconomic changes in the nature of the Irish 

housing system, and particularly of owner occupation, under the influence of Irish 

fiscal and housing policy leading up the housing market crash of 2008, other changes 

underway since the 1990s in the financing, production, commodification and 

consumption of Irish housing continue to maintain its full integration into the global 

financial system. This is a process identified in Chapter 3 as the financialisation of 

Irish homeownership. It is considered in some detail in Chapter 3 in relation to the 

role of capital switching into the residential built environment that occurred under 

the expansive EMU credit cycle of the 2000s. Chapter 3 also considers the Irish 

state's crisis policy response to the deepening mortgage arrears crisis of 

homeownership.

The research strategy, methodological approaches and sources for the empirical 

data presented in this thesis are detailed in Chapter 4 alongside a critical account of 

the implementation of the research strategy in its attempts to overcome data 

lacunae and to produce primary data. This is followed by the first of five consecutive 

results chapters. This study presents data on changes in Ireland's housing market 

and among homeowners from different scalar perspectives. To begin with. Chapter 5 

presents primary data on the process of the financialisation of Irish homeownership 

collated among representatives of Ireland's banking and finance sector before then 

adopting a macro-perspective and presenting results from primary national data on 

changes in the income and living conditions of Irish homeowners resulting from the 

global financial crisis and its impacts.

Individual households, incorporated and assembled as homeowners, whose 

economic resilience is diminishing are experiencing the net result of greater debt 

incumbency in the form of severely increased housing stress (a measure of the 

residual income position of a household after housing costs are met in full or in part) 

and housing insecurity (being in mortgage arrears). How housing stress is broadening
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and strengthening among homeowners and how the household experience of this 

correlates to missed payments, default and mortgage arrears to render 

homeownership financially unsustainable while increasing the risks to the household 

of the possession or surrender of their home is yet another key point of enquiry of 

the research. Chapters 6 and 7 therefore present the results of empirical survey 

research among a population of unemployed and precariously employed 

homeowners with reduced economic resilience, whose incomes have declined 

precipitously since 2008, who are deep in negative equity and who are caught in a 

'debt trap' they can no longer afford.

Such Irish homeowners are households in crisis. Negative changes in their fortunes 

are directly related to the crisis-related tendencies of global flows of capital that are 

changing and sorting growing numbers of them from 'winners to losers' in an 

increasingly savage way (Sassen, 2010) that is threatening to realise an increase in 

long-term housing stress, insecurity, exclusion and economically-induced 

homelessness in Irish society. This 'savage sorting' is also likely to transform 

attitudes, perceptions and beliefs in the ontological security of home ownership in 

Ireland. Therefore, another significant area for consideration in this study is how 

Irish homeowners' initial utopian feelings of hope, contentment, normalcy, 

individual freedom and power from their incorporation into homeownership are 

changing into dystopian realities of anxiety and despair, ill health, debt peonage and 

its associated pauperisation alongside a growing sense of powerlessness and being 

at risk of housing exclusion and expulsion into homelessness. Therefore the next part 

of the research adopts a more micro-perspective and does so in a highly detailed 

way. Following the use of primary survey data to produce an analysis of the extent of 

housing stress, insecurity and the risk of housing exclusion. Chapters 8 and 9 present 

the results of a longitudinal study of a panel of 119 Irish homeowners conducted 

over a consecutive period of 33 months between Q4, 2009 and Q2, 2012. All of these 

homeowners were initially experiencing difficulties meeting debt and mortgage 

payments in 2009 and were recruited into the longitudinal study on that basis.

Lastly, Chapter 10 attempts a synthesis of key findings within the analytical

Chapter 1 35



framework developed, offers some tentative conclusions and identifies areas for 

further enquiry and investigation.

1.8 Theorisation and the thesis under investigation

This study takes as its theoretical starting point Harvey's Lefebvrian-inspired overall 

thesis that crises of capital accumulation are commonly deferred through the 

switching of investment from what is considered 'real' productive activity (requiring 

investment in wage-labour relations and non-infrastructural fixed assets e.g. 

machinery, transportation equipment) into the urban built environment. Secondly, it 

accepts the view that advanced western economies have undergone an historic 

transition from an earlier 'supply-side' urbanism that was production-focused and 

geared towards the creation of surpluses, to a 'demand-side' post-war urbanism that 

is debt-financed, consumption-focused and intended to absorb surpluses. Lastly, it 

maintains that under neoliberal processes of creative destruction, the class alliance 

forged to maintain the capitalist 'urban growth machine' has turned towards 

predatory accumulation practices, including the use of the credit system and debt 

entrapment, to acquire the assets of others and is thereby instigating a broad regime 

of 'accumulation by dispossession' among advanced western economies (Lefebvre, 

1991, 2003; Harvey, 1982, 1985, 2003, 2005, 2006a, 2006b, 2009, 2010a, 2010b, 

2011, 2012)

The work of other critical theorists and radical geographers is relied on further to 

develop this study's theorisation of the role and function of housing in the built 

environment as a secondary circuit for the circulation and amplification of capital as 

credit in the form of mortgage finance. It is here that the equity effects of the global 

financial system on a household's ability to afford owner-occupation (in particular) 

are most acutely felt under relatively recently established financialisation processes 

said to be affecting home ownership and housing markets under neoliberal 

capitalism (for example Aalbers, 2007, 2008, 2009a, 2009b; Fine, 2010; French et al, 

2011; McNally, 2009; Sassen, 2008, 2009, 2010; Stone, 1975, 1978, 1990, 1993;

Tabb, 2010 and Zizek, 2009).
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This theorisation will also be relied upon to provide a basis for understanding how 

the Irish property boom-bust cycle and subsequent financial and banking crises are 

manifestations of 'actually existing neoliberalism' in action in Ireland that result from 

the Irish state's pursuit of deregulation, privatisation and the promotion of 

entrepreneurial freedoms and free-market principles since the 1990s (Kitchen, et al 

2012). Furthermore, it will be used to help illustrate how the trajectory of Irish 

neoliberalism is now identifiable from the way distinct waves of capital investment 

switched into, and then out of, the Irish residential built environment under 

successive regimes of accumulation.

Initially preceding the global financial crisis in 2008 and subsequently since then, 

capital-accumulation regimes impacted not only to influence access to housing and 

home ownership in Ireland and change its overall financial sustainability, but also to 

create strong inter-tenure effects that reverberate across the Irish housing system. 

These inter-tenurial effects influence many aspects of the Irish economy and society 

and can determine outcomes related particularly to labour market participation, 

social mobility, income distribution, poverty and deprivation (Downey, 1998, 2003). 

This study's theorisation will therefore be relied upon to provide an understanding 

and explanation of these outcomes within the context of a possible shift in Ireland 

towards an incipient regime of 'accumulation by dispossession' considered to be well 

underway in many western market economies (Harvey, 2003, 2010a, 2012).
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Chapter 2

Housing as Space, Home, Capital and Crisis.

2.1 Introduction

The meaning of housing is increasingly contested in geographical and urban 

explanation. For example, notwithstanding the long positivist tradition within 

housing and urban studies, more recently a greater emphasis has been placed on the 

interaction between choice and constraint, that is, between action and structure, 

within a subjectivist approach that places emphasis on the perceptions and attitudes 

of individuals and households and is based on the tradition of social constructionism 

(Jacobs et ol, 2004).

This postmodernist, post-structuralist and actor-network theory approach to the 

explanation of housing and the factors and forces that shape household decision

making on housing is closely associated with Clapham (2005:2) who proposes a 

'housing pathways' approach linked to many other areas of life (including changing 

household structure) where 'along the housing pathway individuals and households 

make choices among the opportunities open to them. Some individuals and 

households have more opportunities than others, depending on decisions they have 

already made, as well as many other factors including their employment situation 

and income'. Clapham (2005) combines social constructivism with insight from 

Giddens's (1991) work on the nature of power to stress how housing has increasingly 

become a means to an end, rather than an end in itself. In particular, Clapham (2005: 

2) notes how 'the achievement of self-esteem and a positive identify through a 

chosen lifestyle are an important element of household's housing choices'.

While undoubtedly benefiting from the integration of Giddens's (1984; 1990; 1991) 

insights on the nature of economic globalisation, modernity and self identity, a 

limitation of Clapham's (2005) approach emerges when analysis is required of the 

'other factors' that influence and constrain household decision-making and choice, 

especially when explanation of the conditions that produce periodic economic crisis
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is concerned. While the focus on subjectivity has proven useful, an explanation of 

housing's role within macro-processes of capital accumulation and circulation is 

imperative in order to support an explanation of how crisis-prone tendencies of 

global capital flows create conditions under which the meaning of housing changes 

for households transformed from 'winners to losers' within housing and mortgage 

markets under the continuing impact of the GFC. Key financial processes link global 

capital markets, credit systems, financial intermediaries, regulatory and other 

statutory institutions with the formation and assembly of individual households 

seeking to purchase and consume housing as homeowners. Therefore, the ways in 

which capital operates through the global financial system to connect with and 

determine where and how people assemble to live as homeowners, as well as to 

influence why they choose to do so, requires explanation. So too does the pivotal 

issue of how private housing is financed and consumed by Irish households as 

homeowners. These processes are identified here as being instrumental to the 

creation and formation of crisis home ownership in Ireland through the over-arching 

process of neoliberal financialisation.

This required explanation is refocused on how housing exists and operates as space, 

home, capital and crisis. To enable this, this chapter commences with a Lefebvrian 

conceptualisation of housing as space in which urban semiotics combine with a 

phenomenological description of urban life to produce meaning within a Marxian 

critique of everyday life^. A short note follows on understanding housing as home 

within the context of homeownership and its embodiment in a range of 

subjectivities that are distinctly neoliberal. Following this, an explanation of housing 

as capital is constructed that relies on a close reading of Harvey's (1982,1985b,

1989, 2008, 2010a, 2012) insights on the circulation of capital and its urbanisation 

under neoliberalism. Recent outcomes of the boom-bust cycle in Irish property (at all 

levels, but especially that of the household) are understood as the result of capital 

investment switching both sectorally (in terms of Irish home ownership) and

^ Chapter 4 provides a discussion on how a Lefebvrian-informed conceptualisation of space can be 
applied within a critical-realist approach to methodology that allows the understanding whereby 
social reality, including importantly, how people think ideologically, may be very different from an 
empirically observable surface appearance (March, 2002).
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geographically (in terms of Ireland's position in the global financial system and 

economy). How this capital switching replicated the very over-accumulation 

conditions that it initially helped to relieve and led to the 'worst world-wide 

economic and banking crisis in a hundred years' (Muldoon, 2012) forms a point of 

departure.

This is followed by a consideration of housing as a crisis-prone space where the 

extent; intensity and velocity of capital flows accompany a regime of accumulation 

by dispossession as an integral element to the process of neoliberal financialisation 

that is delivering continuing creative destruction of political-economic space at 

multiple geographical scales (Brenner and Theodore, 2002). The chapter concludes 

with a critical examination of the calculative tools of housing financialisation and 

discusses their role in the expansion and restructuring of mortgage markets before 

considering how they underscored the formation of 'housing as crisis' associated 

with issues of housing stress, insecurity and the risk of housing exclusion.

2.2 Housing as space: its production and meaning

Lefebvre offers an understanding of space as a 'conceptual triad', that is, as 

'perceived', 'conceived' and 'lived' space (Lefebvre, 1991, 2003). The perceived 

space is physical space, the conceived space is a mental construct and an imagined 

space, and the lived space is that which is modified in everyday life (Brenner and 

Elden, 2001; Elden, 2001; 2004). Lefebvre's theory of space originates with his so- 

called 'concrete research' and studies on housing and the 'practices of dwelling' in 

post-war France and with his exchanges with architects and planners as a director of 

the Institut de Sociologie Urbaine (ISU) between 1962 and 1973^. This work 

concentrated on the appropriation of space and its consumption. It was focussed on 

the pavilion (the suburban house) and the grands ensembles (the collective housing

2 ,Concrete research' was Lefebvre's preferred term for his studies on practices of dwelling carried out 
by the Institut de Sociologie Urbaine (ISU), which Lefebvre cofounded in 1962. Quoting from Grawitz 
and Pinto (1964), Stanek (2011; viii) explains the term as 'aiming at either a practical application or a 
theoretical discovery but distinguished from a theoretical and abstract reflection'.
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estates) and is considered as the direct source for Lefebvre's main philosophical 

argument of his theory of space: that space is a concrete abstraction (Stanek, 2011).

According to Stanek (2011: xii) these two spatial forms are symptomatic of post-war 

urbanisation 'with the former often linked to the privatisation of [the] everyday life 

in the emerging consumption society, and the latter seen as a result of [the] state 

intervention in the post-war housing crisis and as a framework of forthcoming forms 

of spatial segregation among social groups'. It is this paradigm of the 'conceptual 

triad of space' that allows Lefebvre to connect with Marx's discussions of labour, 

commodity and money and to proceed to examine space as 'the general form of 

social practice in capitalist modernities, characterised by distinctive features, such as 

its simultaneous homogenisation and fragmentation and its blend of illusion and 

reality' (Stanek, 2011: xiii).

Lefebvre's 'conceptual triad' recognises space as being produced by material, spatial 

practices that 'secrete' society's space and have 'close affinities with perceived 

space' (Merrifield, 2006: 109). Therefore, the production of space requires everyday 

practices of appropriation in order to realise its conceptualisation as 

'representations of space'. Representations are manifold and include spaces of 

production (e.g. industrial space), exchange (e.g. retail and commercial space) and 

consumption (e.g. amenity and recreational space). The meaning of these spaces is 

established via the discursive regimes of analysis, spatial and planning professions 

and expert knowledge that conceive of space (Shields, 1996). This is Lefebvre's 

'semiology of the urban' and is an important element of his theorisation of the 

production of space and its meaning and how this becomes established as 

ubiquitous across space and time. It contributes to our understanding of a spatio- 

temporal fix in society as being an outcome of the production of space and is closely 

intertwined with Lefebvre's Marxian critique of alienation and ideology. It is 

accompanied by Lefebvre's emphasis on the phenomenological description of urban 

life to form the final element of Lefebvre's conceptual triad, namely the lived spaces 

of everyday life as 'spaces of representation'. The model in Figure 2.1 attempts to
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illustrate this Lefebvrian understanding of housing and the 'practices of dwelling' as 

the production of space.

Figure 2.1 Housing, the practices of dwelling and Lefebvre's conceptual triad of space

Representations 
of space

Conce

Spaces of 
representation

Housing, or the residential space of dwelling, is therefore perhaps the exemplar of 

the Lefebvrian 'space triad' especially as the 'practices of dwelling' take a central 

role in Lefebvre's concept of space as being socially produced and productive and 

linked to the means of production. Indeed, it is more accurate to note that, for 

Lefebvre (2003), space is considered as a means of production. Constituting the field 

of labour and producers' sociospatialities and representing the means of power's 

reproduction, space is thus a terrain for social antagonism (Kappeler and Bigger, 

2010). In short, the dwelling (home) as urban space becomes a discrete spatial 

requisite for capital accumulation.
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2.3 Housing as home: a sequestered freedom?

To have a home is to have access to a dwelling space that is both a space of material 

production and of social reproduction wherein we live our daily lives and make our 

home. As the constituent element of the residential built environment, the home is a 

mosaic of design, form and shape manifesting as a spatial fixity. The home is a space 

of consumption, filled with the things we buy. Housing as home can also be regarded 

a space of exchange for use values of interest to different private actors. These range 

from the landowner, builder and developer to the estate agent and, most 

significantly for the focus of this study, to the mortgage finance provider, the 

investor and the owner-occupier. Consequently, as its affective associations are 

constituted by its relationship to these same forces of (re)-production, consumption 

and exchange, the private space of the home, associated with reprieve from 

disquieting elements, is particularly tension-filled (see Kaika, 2005).

Having a home requires access to housing and this depends on the ability of its user 

successfully to negotiate the market where the promotion of homeownership as the 

basis for security and autonomy in market society occurs. Having a home 

increasingly implies owning a home. For example, Langley (2006: 290) has argued 

how the promotion of homeownership ensures 'responsible homeowners' to 

become distinguished from those irresponsible and irrational individuals who spend 

'dead money' on rent and fail to get 'a foot on the property ladder'. This requires the 

assembly of homeowners in order to secure a spatial fix for the circulation of capital, 

for example in the assembly of the better-paid worker as a home-owning, debt- 

encumbered suburban subject with a 'stake in the system' who becomes co-opted 

into conservative politics and does not go on strike (Grey, 1997; Harvey, 2012).

Homeownership is promoted in a manner that emphases its individualising, 

normalising and disciplinary functions for households and, as discussed in Chapter 1 

in relation to Ireland, the promotion and subsidisation of homeownership by the 

state has forged it into a deeply-held cultural value across multiple geographical 

scales and territories best summed up by the populist slogan of the 'dream of
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homeownership' to which all households are presumed to aspire. For example. Grey 

(1997: 49) summarises the promotion of homeownership among suburban 

households as follows: 'Individualising: this is mine, I bought it, and it is for my 

personal use. Normalising: I am a homeowner, a responsible citizen and a person of 

property. Disciplinary: I must work and pay for my house, or lose my status as a 

normal individual if I cannot'.

Following Lefebvre, this can be seen as contributing to the representation of a 

perceived space (e.g. the suburban dwelling) and a conceived space (e.g. the home) 

as the norm in market society whereby the subjective self becomes defined and 

established as the responsible, normal, individual homeowner who is free to occupy 

and use their home. Flowever, it is more of a sequestered freedom. This is because 

the disciplining interest of the market ensures that housing is a space wherein 

individuals are made as home-owning subjects and property investors in order to 

produce and extend mortgage finance and where the circulation of interest-bearing 

capital plays a hegemonic role (Flarvey, 1982).

As the home is increasingly commodified and financialised under neoliberalism, the 

rationality of homeownership has altered under the influence of deregulated 

contemporary mortgage finance to become embodied in a range of subjectivities 

that are distinctly neoliberal. Owners no longer simply, or only, think of their home 

as a dwelling or indeed as a social good, but instead as a speculative tool. This 

outcome is a result of the financialisation of the home under neoliberalism 

(discussed further below) and involves a tightening of the perceived relationships 

between homeownership on the one hand and freedom and security on the other. 

Flowever, future autonomy and welfare for homeowners (especially aspiring 

homeowners during asset price bubbles) turns less on the home as a space of refuge 

and more on the financial returns achieved from house price rises.

That is, the home-owning subject is now explicitly a neoliberal property investor. 

Residential space becomes an assembly of investor subjects using mortgage equity 

withdrawal to invest in other property, in general consumption and durable goods
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but also in home-improvement and DIY consumerism focussed on following the 

latest trends in order to meet the expectations of future buyers. The homeowner is 

represented both as potential seller where the home as a commodity is ready for 

sale, but also as the 'flipper'^ and the 'buy-to-let investor' (Birger, 2005; Langley, 

2006).

These neoliberal subjectivities were contemporaneously established in Irish 

homeownership under the conditions of the Irish credit and housing bubble. This is 

an important facet of the ideology of homeownership and reflects the imperative of 

housing markets in capitalist society which requires that they facilitate social 

reproduction, embed and reinforce the ideology of property ownership for political 

ends and ensure that housing functions as a vehicle for the production of surplus 

value and capital accumulation (Boddy, 1976). An understanding of housing as 

capital is therefore required.

2.4 Housing as capital 1: urbanisation, capital switching and the secondary circuit of
accumulation

In order to develop an explanation of housing as capital it is useful to ground an 

understanding of processes of urbanisation and built-environment formation and 

their crisis-prone tendencies under neoliberal capitalism within the Marxian theory 

of accumulation. This requires the adoption, as an analytical realm, of the domain of 

capital accumulation through urbanisation and the relationship between capital and 

the production of space (Harvey, 1982, 1985b, 2010a; Lefebvre 1991, 2003). It is 

within this domain that the role of housing as a space of capital can better be 

considered here.

Constructed as a heuristic device, this analytical domain deepens analysis threefold, 

firstly by helping to unify Ireland's aforementioned 'spheres of crisis' (NESC, 2009),

^ 'Flipping' is understood to entail the making of a series of loans on the same property, in quick 
succession, in order to generate repeated rounds of fees, penalties and other transactions costs for 
lenders, brokers, property appraisers, realtors, attorneys, or other industry actors. Flipping is driven 
not by consumers' credit needs but by industry actors' needs for up-front revenues generated on 
each new loan (Aalbers, 2012: 317).
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secondly by serving as a guide for investigating and explaining the relationships 

within and between them, and thirdly by supporting the analytical perspective 

developed throughout this study that the Irish omn/’-crisis can be understood as a 

crisis of the Irish built environment: that is as an urban crisis and not just as a series 

of separate economic, social, financial, banking or reputational crises. In other 

words, Ireland's crisis situation in 2013 is an instrumental part of the 'global financial 

crisis of urbanisation' and, more-over, that the global financial crisis, on-going since 

2008, is 'as much an urban crisis as it ever was' (Harvey, 2012).

Housing, as an immobile and spatially fixed commodity that is relatively durable and 

costly, is a profoundly spatial phenomenon. In addition to labour, it requires the 

assembly of land and materials for its production under urbanisation. It therefore 

represents a form of fixed capital in the production process under capitalism. 

However, as noted in Section 2.3 above, housing possesses a variety of residential 

use values. In this sense housing as a commodity is not only consumed directly but 

also serves as an instrument of consumption (or a consumption fund) in that its 

range of use values can change and function simultaneously as both means of 

production and consumption. As in the case of the tension-filled private home, 

housing itself is a 'commodity in tension' (Bartelt, 1997).

As Harvey (1982: 229-31) notes, 'certain commodities perform in the realm of 

consumption a somewhat analogous role to that played by fixed capital in the 

production process'. Importantly, 'a commodity is circulating capital for its producer 

no matter how it is used', that is until it 'disappears from circulation when it is sold 

to the final consumer and the value equivalent of the commodity is returned to its 

producer in money form'. If the commodities have a long life and remain in use, such 

as in the case of residential urban housing stock, then 'they form part of the total 

wealth of society, but no longer function as capital in motion'.

However, there is a crucial difference between the continued use of fixed capital 

(which keeps value circulating as capital) and the continued use of consumption- 

fund items such as housing. It is that 'in order to gain the stream of future benefits
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that accrue from the use value of housing, a household can borrow the commodity 

itself (in which case they pay rent) or the money to purchase it (in which case they 

pay interest). Rent and interest payments are standard accompaniments to the use 

of housing and if housing is to be produced as a commodity then renting or 

borrowing money becomes essential' (op. cit.).

This in turn requires a credit system, the intervention of the state being required to 

legislate for and regulate it, so that households do not have to hoard money to 

purchase expensive commodities but also so that the circulation of capital as money 

is not disrupted and the circulation of revenues is transformed into capital through 

exchange. As Harvey notes (1982: 230-1):

'The immediate effect is to integrate the use of much of the consumption 

fund into the circulation of interest-bearing capital. Money is lent out against 

the future revenues of those who use the consumption fund item. The items 

act as security for the loan, which means that it must retain its commodity 

character as a potentially marketable material use value. If the borrower 

defaults on the payments then the lender must be able to re-posses the 

commodity and offer it for sale upon the market. The formation of a second

hand market in many consumption fund items (houses, automobiles etc) is a 

necessary corollary to debt financing of their purchase'

As will be discussed in more detail below, this is the basis for an important aspect of 

the financialisation of housing, namely the securitisation of circulating interest- 

bearing mortgage capital within a credit system capable of rendering huge changes 

to housing and property markets locally and internationally. In his discussion on 

space, place and location, Harvey (1982: 337-341) returns to the importance of use 

values. Quoting directly from Marx's Theories of Surplus Value (part 3, 143), he notes 

how a use value is 'not a thing of air' but is limited by the 'physical properties of 

commodities'.
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Harvey then argues how spatial properties of location, situation, shape, size, 

dimension etc. can be viewed, in the first instance, as material attributes of all use 

values without exception and how, for Marx, we could equalize all objects 'under the 

aspect of space', distinguish them 'as different points in space' and examine the 

spatial relations between them. Yet the material properties of use values 'claim our 

attention only in so far as they affect the utility... of commodities'. What counts in 

the end is the social aspect of use values; however 'we cannot understand this social 

aspect to use values under capitalism independently of exchange and the formation 

of values'. This is particularly true for Irish housing and the mortgage market. During 

the period leading up to Ireland's omn/-crisis, the use values of residential social 

space became increasingly financialised as commodities that in aggregate constitute 

a circuit for the circulation of profit-seeking capital.

Following Lefebvre (2003 [1970]), Harvey (1982) conceptualises the different realms 

of economic investment under capitalism as 'circuits' through which capital 

circulates in pursuit of accumulation involving the expansion of value over time. The 

primary circuit refers to capital engaged in production, manufacturing and industry. 

The secondary circuit refers to capital engaged in the built environment for 

production (e.g. infrastructure such as transportation, commercial and retail space) 

and for consumption (e.g. housing).

A tertiary sector is also identified comprising a circuit of social infrastructure that 

includes investment in technology, science and administration but also social 

expenditures such as education, health and welfare. These circuits are illustrated in 

Figure 2.2 as the paths of capital flow in pursuit of accumulation. It is worth noting 

again how housing occupies both primary and secondary circuits as both fixed capital 

and as consumption fund. The transfer of capital flow that occurs between the two is 

via the credit system and referred to as capital switching (Harvey, 1985b).
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Figure 2.2 The paths of capital flow

Transfers

Source: Harvey (1982: 408)

Following Marx, Harvey (1985b) claims that in the capitalist production process (i.e. 

the primary circuit) there is an inherent tendency towards over-accumulation, 

whereby too much capital is produced in aggregate relative to the opportunities to 

employ that capital. This is the basis for the periodic crisis of over-accumulation that 

manifest under contemporary capitalism and are experienced as a surplus 

productive capacity and a glut of commodities, a falling rate of profit, unemployment
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and 'idle' money capital (i.e. money not in circulation in its commodity form or as 

credit) (Christophers, 2011)'’.

Harvey's (1985b: 7-20) core argument is that the aggregation and attribution of each 

of these crisis tendencies into a full-blown crisis can be delayed if capital investment 

is switched into the 'complex composite' of the urban built environment^. As the 

built environment is essential to the production process and the generation of 

surplus value (profit) and well as to consumption (e.g. retail space) and social 

reproduction (e.g. housing), the switching of capital into the secondary circuit of the 

urban fabric can, and does, contribute to the production of surplus values in a 

positive way. Capital switching often derives from the rational requirements of the 

primary circuit and requires an efficient functioning of financial and state institutions 

that control the production and distribution of credit.

Harvey (1985b) is clear on the role of the credit system acting as a kind of 'collective 

nerve centre' that mediates capital flow between the primary and secondary circuits. 

For example, evidence elsewhere has shown how, as a result of a series of regional 

economic and debt crisis since the 1990s, the housing markets of many western 

economies came to operate initially as a type of 'grand economic stabiliser' through 

the absorption of over-accumulating capital as credit in the form of mortgage 

capital. This capital switching helped mask the impacts of growing trade imbalances 

emerging in parallel under the globalisation of production in the 2000s (Turner, 

2008).

However, Harvey (1985b: 7-20) also notes that the 'potential for productive 

investment in the built environment is limited by a diminishing return' so that a 

point is reached beyond which 'marginal investments do not expand the basis for 

the production of surplus value'. Capital switching can only ever be a temporary

The crises of post-war capitalism in the Global North during the 1970s are taken as the basis for the 
emphatic turn towards neoliberalism and its adoption in political and economic practices and thinking 
as a strategic political response to the sustained global recession of the 1970s and the falling rate of 
profit in the sphere of production (Dumenil and Levy, 2004b).
^ This complex composite encompasses 'roads, canals, docks and harbours, factories, warehouses, 

sewers, public offices, schools and hospital, houses, offices, shops' (Harvey, 1985b: 4, own emphasis).
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solution to the crisis of production-centred over-accumulation before itself 

becoming transformed into 'a crisis in the valuation of assets' (i.e. property prices). 

To the extent that capital switching is related to over-accumulation, it is therefore 

cyclical and visible as 'waves of investment in the built environment' that switch into 

the secondary circuit, and then out again.

Harvey's (1985b) main theoretical assertion here is two-fold, namely that all major 

crises of late capitalism are preceded by capital switching and 'the massive- 

movement of capital into long-term investment in the built environment as a kind of 

last-ditch hope for finding productive uses for rapidly accumulating capital'.

Secondly, that this is occurring under a historical transition in western economies 

from an earlier 'supply-side' urbanism, that was production-focused and geared 

towards the creation of surpluses, to a 'demand-side' post World War II urbanism 

that is debt-financed, consumption-focused and intended to absorb surpluses 

(Harvey, 1985a). Furthermore, that this transition is accompanied by a 

transformation of urban governance in late capitalism that has shifted the regulatory 

emphasis of the state from one of managerialism to one of entrepreneurialism 

under the influence of neoliberalism (Harvey, 1989). More recently, Harvey's (2008) 

analysis of the urbanisation of China and the property-market booms in Britain,

Spain and Ireland (2012) form the basis for his assertion that capital switching has 

indeed taken place on a massive scale and that less and less surplus is going into real 

production and more and more into speculation on asset values^.

Harvey's claim is increasingly evident in the regularities among cycles in international 

capital flows, credit and asset prices (specifically housing and equity prices) and 

subsequent banking crises. Common to all major post-World War II banking crises in 

advanced economies has been a period of sustained surges in capital inflows, 

referred to as a 'capital flow bonanza' (Reinhart and Reinhart, 2009) and a boom in 

real house prices. This is also the case for advanced economies that most recently

other evidence that capital switching occurs is offered by Smith (1982,1996) who argued how urban 
gentrification was becoming the leading edge of the wider process of capital switching into the built 
environment as a strategic response to over-accumulation in the productive sphere.
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had housing market bubbles, namely Iceland, Ireland, Spain, the United Kingdom and 

the United States of America (Reinhart and Rogoff, 2009)^.

Capital switching does not therefore seemingly prevent further over-accumulation 

crises in production but on-going switching, particularly under the global credit 

bubble that emerged since 2003, has shifted the epicentre of crisis from the primary 

circuit of productive capital to the secondary circuit of the built environment. It has 

done so via an expanded, de-linked and deregulated international credit system. In 

other words, the financialised property system and especially the housing and 

mortgage market, are the loci for crisis today.

2.5 Housing as capital 2: the neoliberal financialisation of home

While there is no generally agreed definition, or even understanding, of 

financialisation it has become an increasingly established concept across urban 

spatial sciences, urban sociology, political science and economics and is used to 

provide radical and heterodox accounts of the growing influence of financial markets 

over economy, policy and society. What follows is a review of key contributions in an 

attempt to locate financialisation both conceptually and as a constituent process of 

contemporary capitalism with respect to the foregoing discussion of housing as 

space, home and a path of capital flow and circulation.

As well as supporting an international system of speculation, the process of 

financialisation has expanded since the 1970s as financial capitalism incorporated 

the most mundane asset streams and stable sources of income into the production 

and sale of derivatives. This has led to the 'commodification of every aspect of 

human life and the life course' as a means of accumulation and profit-making (Birch 

and Mykhenko, 2010:13), including everything from baby bonds, student loans, car 

loans, credit-card debt, health insurance, private pensions and, most importantly 

here, residential mortgage loans (Lohmann, 2010). For AItvater (2009), this process

^ Chapter 3 considers the evidence for capital switching into the Irish built environment over the 
period leading to the GFC in 2008.
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represents a speculative attack on the 'real economy' (i.e. the production process). 

Financialisation therefore involves the increasing penetration of interest-bearing 

capital across economic and social reproduction leading to the 'capitalisation of 

almost everything' (Leyshon and Thrift, 2007).

Engelen's (2008) suggestion is that financialisation is framed as a 'higher order' 

concept at the same level of abstraction as the constituent elements of economic 

globalisation under neoliberalism (namely the liberalisation of capital markets 

alongside the privatisation of public goods and spaces and their commodification). 

This is consistent with the positioning of financialisation as constituting neoliberalism 

and vice versa (French et al, 2011), even if the order of emergence and direction of 

causality remains disputed (Dumenil and Levy, 2004a, 2005; Fine 2010a, 2010b; 

Flelleiner, 2010).

Neoliberalism is a 'theory of political economic practices which proposes that human 

well-being can best be advanced by the maximisation of entrepreneurial freedoms 

within an institutional framework characterised by private property rights, individual 

liberty, free markets and free trade' (Flarvey, 2006: 145). The belief that 'open, 

competitive and unregulated markets, liberated from all forms of state interference, 

represent the optimal mechanism for economic development' has been described as 

the 'linchpin of neoliberal ideology' (Brenner and Theodore, 2002: 350). Under 

neoliberalism, the role of the state is to create and preserve an institutional 

framework appropriate to these practices. Again, as noted by Flarvey (2006a: 145) 

'the state has to be concerned, for example, with the quality and integrity of money. 

It must also set up those military, defence, police and juridical functions required to 

secure private property rights and to support freely functioning markets.

Furthermore if markets do not exist (in areas such as education, health care, social 

security or environmental pollution) then they must be created, by state action if 

necessary; but beyond these tasks the state should not venture'.

A substantial literature exists on the uneven spread of neoliberalism around the 

world, the varying levels of ideological and political adherence to it and how
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neoliberalism has produced variegated, hybrid and geographically specific political 

economies in which universal economic tenets and practices were married to 

national and regional concerns (for example, see Dumenil and Levy 2004b; Harvey, 

2005; Saad-Filho and Johnson, 2005; Birch and Mykhnenko, 2009; Jessop, 2010). Of 

direct relevance to this discussion is the notion of neoliberalism as a process that 

requires 'the mobilisation of state power in the contradictory extension and 

reproduction of market (-like) rule' which can be split into 'roll-back' and 'roll-out' 

phases' (Tickell and Peck, 2003: 166) and the argument that for advanced economies 

of the Global North, a shift occurred from the 'rolling back' of regulation, state 

ownership and welfare services in the 1980s (for example under Thatcherism and 

Reaganism in the UK and USA respectively) and towards the 'rolling out' of 

neoliberalism from the 1990s onwards under a process of 'marketisation', or more 

specifically, financialisation. In this sense, financialisation is considered to be a key 

defining moment of neoliberalism (Fine, 2010).

The notion of 'rolling-out' neoliberalism is arguably highly relevant to the Irish 

experience during the period of first and second eras of the Celtic Tiger economy as 

this is when the five core principles of neoliberalism identified by Birch and 

Mykhnenko (2010: 5) became fully established. These are the privatisation of state- 

run assets (e.g. firms, social housing); liberalisation of trade in goods and capital 

investments; monetarist focus on inflation control and supply-side dynamics; 

deregulation of labour and product markets to reduce 'impediments' to business; 

and, the marketisation of society through public-private partnerships (PPPs) and 

other forms of commodification. Each of these became increasingly embedded in 

Irish political economy over the period since the 1990s (for example, see Ahern, 

1998; Bissett, 2009; Hearne, 2006, 2012; Kirby, 2002; 2010; Kirby and Murphy, 2011; 

Sweeney, 1998; 2000), so much so that 'ideologies of neoliberalism have come to 

assume a "commonsense" status within the country's political class to the extent 

that the term has rarely been explicitly articulated in national political debates' 

(Kitchin et al, 2012:1304). This is very much in line with Hall's (2003: 10) argument 

that 'a new neoliberal common-sense' has 'colonised' civil society.
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In addition to its role under economic globalisation, Engelen (2008) notes how 

financialisation is comprised of a new set of techniques, technologies and 

infrastructural networks referred to as 'securitisation', 'liquidification' and 

'disintermediation' (see Figure 2.3). Their role is to act as 'the material backbone for 

contemporary circuits of capital' and as such they 'are a precondition for the spread 

of finance' (Engelen, 2008: 115).

Figure 2.3 Topography of the conceptual field of financialisation

Globalisation

Financialisation Commodification

Securitisation Disintermediation Liquidification Liberalisation Privatisation

Source: Engelen (2008)

Financialisation involves the creation of complex debt instruments through 

'securitisation'. Securitisation is the process of turning, through the calculative tools 

of off-balance sheet accounting, asset management and credit rating, non- 

marketable, non-tradable financial assets into tradable securities: for instance, 

claims on debt (e.g. government bonds), claims on ownership (e.g. ordinary shares)
o

or derivatives . Asset backed securitisation (ABS) refers to an investment product 

where the bond repayments are based on the securitised revenue streams of the 

loans, or leases, that are often secured on assets such as automobiles, aircraft, credit 

cards, SME loans^ and infrastructure. Residential Mortgage Backed Securitisation 

(RMBS) refers to an investment product where the bond repayments are derived 

from securitised residential mortgages. In other words, the 'stream of future 

obligations arising from mortgage repayments provide the basis for the issue of, and 

the payment of principal and interest on, securities' (Langley, 2006: 283).

A wide range of financial products whose value is derived from the actual or expected price of some 
underlying asset. This may be a commodity (e.g. private housing), a security, a currency, or any such 
economic variable.
® Small and medium entreprise loans.
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'Disintermediation' refers to the process whereby private individuals increasingly 

invest directly in securities, and thereby to borrowers in the capital markets, rather 

than leaving money on deposit with banks in savings accounts where the interest 

rate paid can be limited and can also attract taxation. Disintermediated capital 

markets involve finance that is not intermediated bank-based finance, but is located 

within the shadow-banking system comprised of off-balance sheet, asset-holding 

structured investment vehicles (SIVs) and special purpose vehicles (SPVs)^°. The 

movement of assets off-balance sheet to a SPV enables a lender to issue new 

mortgages (and make profit from increased assets) whilst holding only a relatively 

small capital base (whether in the form of personal savings, capital market 

borrowing or share capital).

During the 2000s credit bubble, the capacity of mortgage lenders to expand their 

assets hinged upon the extensive use of RMBS and off-balance sheet accounting. The 

calculative practices of off-balance sheet accounting create other benefits for 

mortgage lenders and make it possible to avoid 'tax leakage' and is closely related to 

tax avoidance. As Langley (2006: 293) notes 'the SPVs to which assets are transferred 

from an originator's balance sheet are, in many instances, registered in jurisdictions 

such as the Cayman Islands for US-based originators and Jersey, Luxembourg and 

Dublin for UK-based originators. Each jurisdiction provides the lengthened network 

of Anglo-American mortgages with regulatory spaces that shelter RMBS programmes 

from taxation'. The disintermediated 'shadow' banking system has therefore 

become increasingly powerful in terms of its pooling and distribution of capital for 

investment, reduced costs, and the diversification and hedging of risk that it 

undertakes (French and Leyshon, 2004)^^.

An SIV is a financial entity that purchases RMBS, ABS and corporate bonds and securitises them into 
different classes of notes. SIVs borrow heavily from interbank money markets in order to buy greater 
volumes of bonds, to drive greater returns for SIV investors. A SPV is a company that fulfils a 
particular and narrowly defined task. An SPV does not have employees or offices and is normally used 
in securitisation legally to separate the ownership of mortgage assets from the originator. This 
enables the assets to be securitised and for the investors to be able to claim all the revenue derived 
from the mortgages, even if the lender goes in to liquidation. The legal separation also enables banks 
to avoid the retaining regulatory capital to cover mortgage losses, as the bank no longer owns the 
mortgages. Separate SPVs are used to issue the bonds to investors (Aalbers, 2012: 322).

The role of the shadow banking system in the financialisation of Irish housing is considered in 
Chapter 3.
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'Liquidification' refers to the secondary market in mortgage finance that repackages 

mortgages as securities to sell to institutional investors. Unlike the primary mortgage 

market where the source of profit is the payment of the mortgage to the bank that 

originated the home loan, 'the source of profit in the secondary mortgage market for 

securitised mortgages is the sale of mortgage pools that contain hundreds or 

thousands of individual mortgages. The goal of the secondary market is to increase 

the exchangeability and liquidity of mortgages through the rationalisation and 

standardisation of mortgage features and characteristics' (Aalbers, 2012: 322). The 

two financial derivatives relied upon to achieve this outcome, in particular during the 

credit bubble of the 2000s, are collateralised debts obligations (CDOs) and credit

default swaps (CDSs) 12

Sassen's (2008; 2009; 2010; 2012) contribution has been to demonstrate the manner 

in which 'innovation' in mortgage securitisation (i.e. CDOs and CDSs) has turned 

housing into an electronic instrument for high-risk finance. Sassen (2008: 188-9) 

claims this is a new frontier for global finance as the global-local nexus between 

capital and housing is determined through the restructuring of mortgage markets led 

by banks and financial intermediaries whose 'innovation rests in good part on 

speeding up the numbers of mortgages granted and their bundling in order to reach 

the necessary thresholds for sale in the capital markets. This changes the logic for 

granting a mortgage. The velocity of mortgage bundling becomes more important 

than the credit-worthiness of mortgage grantees'.

During the 2000s, accumulation under financialisation occurred through 'the 

deployment of new financial mechanisms in mortgage markets that resulted in the 

filing away of toxic mortgages in highly rated CDOs to be sold to unsuspecting 

investors' (Harvey, 2012: 30). In the process 'a new financial paradigm, a seeming M- 

M' circuit, was possible. Greater risk was taken, as fictitious capital grew to

A CDO is an investment product where the bond repayments of other RMBS and ABS bonds are 
securitised again, to produce a new range of notes. A CDS is contract between two financial entities. 
The first entity buys protection from the second to cover losses on a financial product, often 
corporate or securitised bonds. Although this principle appears similar to insurance, CDSs are not 
covered by insurance regulation (Aalbers, 2012: 316).
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unimaginable proportions with the explosion of debt. Economic growth became 

more dependent on the wealth effect of rising asset prices to promote consumption' 

(Tabb, 2010: 315). However, the 'de-linking' of profit-making for lenders and 

investors from the capacity of the borrower to pay for the mortgage was a fatal flaw 

(Sassen, 2012). Together with the lack of transparency in the origination of mortgage 

loans assembled into derivatives, the 'toxic' component of defaulting payments that 

began in the US subprime market, and exploded in August 2007, led to a crisis of 

confidence among investors - banking and institutional - as to who held the most 

liability. This was the beginning of a tumultuous period in global capital markets that 

would result in the collapse, among others, of Lehman Brothers investment bank in 

the US, Northern Rock in the UK and Anglo Irish Bank in Ireland as the global 

financial crisis unwound during 2008^^.

Significantly, Gotham (2009) has stressed how patterns of financial investment in the 

built environment that result from financial liberalisation, deregulation and 

privatisation under neoliberalism are heavily influenced by the role played by 

structural, specifically state-led, influences. So too do Dymski and Veitch (1996) and 

Dymski (2009; 2012), particularly in relation to the manner in which subprime 

mortgage lending emerged in the USA as a result of the enforced inclusion of 

redlined racially-segregated housing into homeownership accompanied by predatory 

and unsustainable mortgage lending that was securitised and sold-on as a derivative. 

Based on Harvey (1983), Wyly et al (2004; 2006) have argued that the subprime 

mortgage market acts to extract class monopoly rents through the delocalised 

conduits of transnational capital flows that operate to delivery predatory lending in 

the subprime mortgage market^'*. They also note that subprime lending is 

enormously lucrative in terms of the fees and interest generated, especially in the

However, it was Stone (1975) who first noted how 'the stability of the entire structure of capitalism 
has become interwoven with the stability of the huge residential mortgage debt which has been 
created by the changes in the mortgage system'.

Importantly they found in the USA that borrowers with good credit scores from working-class and 
ethnic neighbourhoods are targeted disproportionately for subprime lending while those with poor 
credit ratings in wealthy white neighbourhoods are treated as prime borrowers.
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refinance market, and that this is where the majority of subprime loans are made^^. 

Also that the profits and the process of securitisation make subprime loans attractive 

to regulated prime lenders^®. According to Strauss (2009: 12), the value of the 

observations of Wyly et al (2006) is that 'it draws back the veil of mystification that 

surrounds the complex process of global financial markets and their agents and 

traces specific effects of profit-seeking behaviour where it intersects with the needs 

and vulnerabilities of communities traditionally excluded from access to mortgage 

capital'. The major effect for highly geared and over-borrowed household's which 

default on subprime and prime mortgage repayments is the risk of dispossession. 

Dispossession is itself a crucial mechanism that is required in mortgage markets. As 

'the result of securitisation is to shatter the traditional shared interest of all parties 

in cooperating to avoid adverse effects' (Wyly 2006:124), defaults offer 

opportunities for the acquisition of assets at knock-down prices while borrowers 

have their credit ratings destroyed and risk bankruptcy and insolvency. This returns 

the discussion to an explanation of housing as crisis.

2.6 Housing as crisis 1: financialisation, capital switching and accumulation by

dispossession

From the foregoing, one can understand 'financialisation' as a profoundly spatial 

phenomenon that represents the search for a spatial-temporal fix or quasi

resolution of the crisis tendencies of contemporary neoliberal capitalism through the 

process of capital switching (Harvey, 1982, 1985b, 1989, 2010; Jessop, 2000; French 

et al, 2011). This approach is echoed in the position adopted by Aalbers (2008:148, 

2012: 10), itself based on the work of Magdoff and Sweezy (1972), Arrighi (1994) and 

Krippner (2005) that understands financialisation 'as a pattern of accumulation in 

which profit-making occurs increasingly through financial channels rather than 

through trade and commodity production'. Financialisation therefore refers to the 

increasing role of finance in the operations of capitalism due to the slowing down of

The total value of US subprime MBS market in 2004 was more than $200 billion compared with $11 
billion in 1994 (Kirchhoff and Block, 2004).

These effects are considered in more detail in Chapter 3 in the context of the financialisation of 
Irish housing.
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the overall growth rate and the stagnation of the real economy^^. As a key feature of 

the 'roll-out' of neoliberalism, the deregulation and liberalisation of financial services 

has produced change in the 'specialist circuits of housing finance' (Hamnett, 1994; 

281). Consequently, the housing and mortgage markets of western economies have 

expanded and become restructured, highly segmented and more integrated into an 

increasingly deterritorialised and global financial system .

For Aalbers (2008; 149) this is more than 'just a finance-led regime of accumulation' 

but is in fact 'a new stage in the process of capital switching'. Aalbers's (2008; 150; 

2012) approach is to view the use and deployment of the calculative tools of 

financialisation as capital switching from the primary, secondary and tertiary circuits 

into what he refers to as a 'quaternary' circuit of capital that comprises trade in 

money, credit, securities etc. and represents 'the capital market as an investment 

channel in its own right'. As Aalbers (2008; 160-1; 2012) notes, housing and the 

expansion and restructuring of primary and secondary mortgage markets is 'a 

central aspect of financialisation'. However, the 'financialisation of home was never 

designed to enable homeownership; it was first and foremost designed to fuel the 

economy' (op. cit.). This required the expansion of the mortgage market through 

wider access to mortgage loans that in turn resulted in higher house prices (Aalbers, 

2007; Stephens, 2007). However, 'access to mortgage finance does not equal 

affordability'. Therefore the results of the expansion of mortgage finance 'is not 

improved access to homeownership but an increase in risk and uncertainty' (Aalbers, 

2008; 161).

This is similar in approach to Tabb (2010) who notes how, at the structural level, financialisation in 
the contemporary conjuncture was a response to the crisis of growth and profitability that came with 
the decline in the profit rate of the old industrial economy from the 1960s and 1970.

Under neoliberalism, economic globalisation since the 1970s has been accompanied by a process of 
deterritorialisation whereby social actors and activities become disembedded or 'uprooted' from 
local- or national-based social conditions and restructured across time and space (Giddens, 1990; 
Brenner, 1999a; 1999b). This is especially so in relation to changes in the operation of housing and 
mortgage markets under neoliberalism and also in relation to the velocity and magnitude of housing 
finance flows, activity and interchanges between global financial institutions engaged in the 
circulation of capital.
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As such, financialisation is focused on the growth of finance not to benefit the real 

economy, but to benefit actors within financial markets. As Tabb (2010: 319) notes 

'the power of finance has increased so that a large part of recent growth, if properly 

measured, may over a longer span be seen as not real growth at all, but a 

redistributive growth enriching finance capital at the expense of working class living 

standards' (Tabb, 2010: 319). This raises the question as to how the financialisation 

of housing is contributing to a cycle of accumulation increasingly taking the form of 

redistributive growth as wages and social entitlements diminish in a process Harvey 

(2003) has called 'accumulation by dispossession'. Harvey (2006: 153) argues that 

the main achievement of neoliberalism has been the restoration of 'class power' via 

the transfer and redistribution of assets, wealth and income from the mass of the 

population towards the upper classes. This 'accumulation by dispossession' occurs 

under a range of mechanisms that are the continuation of what Marx considered to 

be 'original' or 'primitive' accumulation practices. They include 'the commodification 

and privatisation of land and the forceful expulsion of peasant populations; 

conversion of various forms of property rights (e.g. common, collective, state) into 

exclusive private property rights; suppression of rights to the commons; 

commodification of labour and the suppression of alternative (indigenous) forms of 

production and consumption; colonial, neo-colonial and imperialist processes of 

appropriation of assets (including natural resources); monetarisation of exchange 

and taxation, particularly of land; the slave-trade (particularly the sex industry); and 

usury, the national debt and most devastating of all, the use of the credit system as a 

radical means of primitive accumulation' (own emphasis).

Accordingly, Harvey (2003:146-7) argues that under neoliberalism a regime of 

accumulation by dispossession has replaced expanded production as the dominant 

form of realising value. This regime is the result of the 'wave of financialisation' and 

the 'rolling-back' of the regulatory functions of the state so that the credit system 

and finance capital are freed to act as 'major levers of predation, fraud and thievery'. 

What accumulation by dispossession does is to release 'a set of assets (including 

labour power) at very low (and in some instances zero) cost'. Overaccumulated 

capital, that is surpluses of capital that lie idle and with no profitable outlets in sight.
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can 'seize hold of such assets and immediately turn them to profitable use'. 

Accumulation is circular here: dispossession facilitates expanded reproduction and 

expanded reproduction spurs further dislocation, with finance capital mediating the 

inconsistencies (Kappler and Bigger, 2010: 15). Harvey views the wage-relationship 

of the workplace and the costs required for social reproduction, including housing, 

food, clothing, energy etc. as arenas of exploitation faced by working-class 

households. As such, they constitute a 'vast terrain of accumulation by 

dispossession, through which money is sucked up into the circulation of fictitious 

capital to underpin the vast fortunes made from within the financial system'. This 

occurs through an increasingly sophisticated system of predatory lending practices 

and none more so than those used to expand and restructure housing and mortgage 

markets. This is discussed again in section 2.7 below.

The question of whether financialisation represents a transfer of exploitation and 

expropriation to within the sphere of exchange has emerged, particularly between 

dos Santos (2009) and Lapavitsas (2009; 2011) on the one hand and Fine (2010) on 

the other. For Lapavitsas (2011: 611-2) financialisation is posited as a 'system 

transformation of mature capitalist economies that comprises three fundamental 

elements: first, large non-financial corporations have reduced their reliance on bank 

loans and have acquired financial capacities; second, banks have expanded their 

mediating activities in financial markets as well as lending to households; third, 

households have become increasingly involved in the realm of finance both as 

debtors and as asset holders'^^. This latter feature is considered to be the result of 

the retreat under neoliberalism of public provision in housing, health, education and 

pensions that, alongside stagnant real wages, has facilitated the 'financialisation of 

individual income' (op. cit.). The result has been 'the extraction of bank profits 

through direct transfer of personal revenue, a process called financial expropriation' 

(Lapavitsas, 2011: 623).

Lapavitsas (2011) is clear that the global financial crisis of 2007-2009 is directly related to these 
developments.
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This is challenged by Fine (2010) who approaches the notion of financialisation as 

the exploitation or expropriation of workers' wages in the sphere of exchange as a 

critical point of departure. Fine (2010) ultimately rejects the formulation of dos 

Santos (2009) and Lapavitsas (2009) of 'financial expropriation' on a range of 

grounds including how they mis-specify the nature of financialisation itself and its 

broader location within contemporary capitalism. His argument on the role of credit 

(mortgage finance) in the housing market is notable. While agreeing that the 

proximate source of (some of) banking's profits from the provision of personal 

finance are deductions from wages, Fine (2010:107) suggests 'these may merely be 

the way in which capital-gains in housing are passed on through [the] intermediary 

of the wage-earner'. While accepting that there is something different about housing 

markets and the credit (mortgage) markets to which they are attached, Fine (2010: 

108-9) also notes the differentiation between systems of provision that underpin 

working-class consumption to which credit-relations are differentially attached. 

These, Fine (2010) asserts, are all rounded up incorrectly by dos Santos and 

Lapavitsas into the same undifferentiated category of 'financial expropriation'. Fine 

(2010) then notes how 'it is - at least currently, although the same may have been 

said about housing in the past right up to the crisis itself- inconceivable that 

speculation in financialised working-class consumption of education or health could 

have been the trigger to the crisis'. Fine (2010) later asserts that financialisation is 

shorthand for neoliberalism, and not merely one of its consequences. Nor is it a 

reflection of continuing difficulties in production. Financialisation is itself the major 

causal factor in low levels of real accumulation and in undermining conditions of 

economic and social reproduction conducive to such accumulation. The elimination 

of excess financial expropriation would, according to Fine, scarcely remedy the crisis 

(Fine, 2007; 2010).

The possibility has also been raised by some that since the GFC began in 2008, the 

intervention of Western governments to secure financial institutions via bank 

bailouts and rescues, some of which required official programme funding from the 

IMF and EU (i.e. Portugal, Ireland, Greece and Cyprus), means we are approaching 

the limits of the regime of neoliberal accumulation established under
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financialisation, deindustrialisation and globalisation. According to Birch and 

Mykhnenko (2010: 17) 'when the governments in the Anglo-American world - 

especially in the UK, USA and Ireland - are set to reach budget deficits in the range 

of 11 to 13 percent, and busy trying to fund a Keynesian stimulation programme, 

there can hardly be more glaring evidence of neoliberalism's abject failure'.

However, since 2010, there has been no Keynesian stimulation programme in 

Ireland, nor indeed in the UK, while the USA stimulus under the first Obama 

presidency, which focused on the automobile industry and distressed homeowners, 

has not succeeded in reversing economic stagnation. The monetarist quantitative 

easing pursued over the period in the UK and Ireland (via the ECB) has succeeded in 

recapitalising the banking sector but this has not returned capital into circulation in 

the sphere of production. Meanwhile, under the terms of Ireland's EU/ECB/IMF 

official funding programme, the privatisation of state assets is advancing alongside a 

severe retrenchment in welfare expenditure, the expansion of new taxation on 

labour and consumption and a reduction in wages and incomes. In addition the 

disciplining of households which struggle to service increasingly unsustainable 

mortgages is being accompanied by punitive forbearance arrangements while a 

nascent regime of active property repossession is being re-regulated for under state 

policy and legislation in order to conclude the full formation of what was noted in 

Section 2.4 as the necessary corollary to the debt financing of the purchase of 

housing, the required 'second hand market'. Under these conditions, it is more 

arguable that the regime of accumulation by dispossession remains intact in Ireland 

and that financialisation is, in effect, its cutting edge.

2.7 Housing as crisis 2: credit risk and the restructuring of Irish housing and

mortgage markets

As discussed above, the operation of the credit system is increasingly core to the so- 

called 'systemic risk' of global capitalism and the production of crises. In particular, 

the calculative tools and techniques of housing financialisation have produced 

disintermediated and liquid mortgage finance networks that are deterritorialised but 

also embedded within the multiple networks of the capital markets via trading in
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RMBS. A crucial element of the creation and maintenance of these networks for the 

circulation of capital is the calculation of the categories of credit risk, liquidity risk 

and interest-rate risk that are required to underscore mortgage finance origination 

and exchange. Previously, these risks were managed under conservative lending 

conditions with respect to the type of borrower and type of property. They relied on 

calculations of loan-to-income and loan-to-value ratios (among others) and required 

that mortgagors were covered by the insurance industry. The securitisation of these 

mortgages became a relatively stable mechanism for the expansion of mortgage 

provision to more modest-income households.

Originally, the mortgage securitisation process was relied on to transfer credit risk 

from originators to investors, the latter receiving a premium in the form of interest 

for bearing these risks. However, as noted, massive capital switching to the 

secondary circuit of the built environment via the credit system enabled the 

expansion and restructuring of mortgage markets and was accompanied by growth 

in the subprime mortgage market to borrowers who would have previously been 

deemed too risky by lenders.

In effect, the rise of the new, derivative-supporting calculative tools of housing 

finance re-represented risk not as a possible hindrance, danger or loss to be 

minimised, pooled or spread but as an opportunity to be embraced (Langley, 2006: 

294). This was transferred into the market place where the calculative basis used to 

determine housing affordability standards also changed. Housing affordability 

standards influence decision-making on the consumption of housing under the 

process of financialisation. Their calculation became drivers of how the Irish housing 

finance system operated to distribute access to all housing across the market, 

including below-market value, so-called 'affordable housing' and to rental housing.

In turn, housing affordability standards have influenced the spatial distribution of 

access to housing across the range of household income deciles in society, and in 

terms of social class, to produce a residential social mosaic or, more often, to enable 

social homogeneity within topographical housing markets as well as greater 

segmentation within and between them. Notably, this market restructuring caused a
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tightening of the inter-tenurial relationships between homeownership and rental 

tenures leading to parallel market segmentation in relation to private rental^®. The 

impact of house price inflation was worsening affordability in both housing tenures, 

particularly for those reliant on rental options for access to housing (see Downey, 

1998, 2003; Fahey et ol, 2004; Fitzgerald and Winston, 2005).

Rising price inflation was tracked by rising rents and allowed private landlords to 

obtain higher yields irrespective of the extent of their mortgages and leverage. As 

house-price inflation continued from the 1990s into the 2000s, entry to owner- 

occupation became postponed among certain social groups and households who 

were unable to access mortgage finance (or unwilling to), and who transferred their 

housing demand to the private-rented sector (Downey, 1998; 2003). This increased 

competition for access to dwellings more typically available to lower-income renters 

and instigated another element of rental inflation that resulted in increased demand 

for and pressure on social-rented housing. This has previously been described as a 

crowding or 'squeezing out effect', whereby the transfer of housing demand from 

home-ownership to private renting has led to diminishing accessibility for 

disadvantaged households (Downey, 1998, 2003). As Drudy and Punch (2005: 83) 

confirmed, 'access problems in private owner occupation arising from price 

escalation have meant that middle-class households have increasingly had to

postpone purchasing, many of them becoming long-term renters instead'21

This is expressed by the way rental market segmentation occurs across distinct spatialities and 
among households of different social class and income deciles who form distinctive corporate and 
professional components of the Irish private rental market and tend to aggregate as residential 
enclaves associated with centres of employment (for example Dublin's financial services sector and its 
high-tech ICT sector). Census 2011 found significant variations in average weekly rent paid according 
to the social class of the head of household, with households in social class 1 (professional) paying an 
average weekly rent of €219 and households in social class 6 (unskilled worker) paying an average of 
€137 per week (CSO, 2012a).
21 This inter-tenure transfer of demand occurs in an Irish rental sector that itself has a number of 
distinct features best characterised as a dualist rental system (Kemeny, 1994,1995). In a dualist rental 
system, the social-rented and the privately rented sectors are kept separate from each another, with 
the non-profit social-rented sector operating as a form of welfare housing for households unable to 
afford market rents or mortgage payments (see Fahey, 1999; Nolan et al, 1998, 2000; Norris, 2005). 
This differentiation, which is necessary to prevent the non-profit-making landlord obtaining the full 
benefits from the maturation of its portfolio and undercutting the rents of profit-making landlords, is 
maintained by restricting social-rented housing to low-income households and maintaining stigma. 
Countries whose rental systems have been described as dualist include the United Kingdom, Ireland 
and Belgium (Brooke and Downey, 2008).
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New approaches to measuring the market affordability of private housing led to the 

proliferation of diverse (and incompatible) definitions of housing affordability. The 

introduction by lenders of statistically-based calculative tools for forecasting the 

outcome of extending credit to individuals (i.e. credit scoring) meant that the 

manner in which 'housing affordability' was understood and managed by financial 

intermediaries (and aspirant homeowners alike), its calculation and measurement, 

underwent considerable change during the 2000s. During the boom, statutory and 

private mortgage finance providers focussed, primarily, on the purchase- or price- 

affordability of homeownership (i.e. whether a household was able to borrow 

sufficient funds to purchase a house, sometimes referred to as 'short-term 

affordability') and not on the repayment- or mortgage-affordability of 

homeownership (i.e. the burden imposed on the household of repaying the 

mortgage, sometimes referred to as 'long-term affordability')^^. Notably, definitions 

and measures of the short-term purchase-affordability of housing that became 

'industry standards' during the 1990s and 2000s were those most conducive to 

continued house price inflation under an expansionary credit cycle (see results in 

section 5.2.3 in Chapter 5 for corroboration of this point)^^.

The variety of approaches to defining and calculating housing affordability under the 

neoliberal financialisation of housing is summarised in Downey (1998, 2005). Two 

broad computational approaches are common, namely the use of 'ratios' and 

'relative difference'. In the context of Ireland's housing market the two most 

common approaches are 'ratio' and 'relative difference' approaches that include 

indices based on ratios of housing expenditure-to-income (HEI) and of house prices- 

to-earnings (HPI), as well as advance-to-income and debt-service costs-to-income

Short- and long-term aspects of housing affordability have separate uses and are not 
interchangeable (Haffner and Heylen, 2011).

This was also found to be the case elsewhere. Gan and Hill (2009) examined the Sydney (Australia) 
prime mortgage market over the period 1996 to 2006 and found that repayment affordability 
deteriorated very significantly while purchase affordability remained quite stable. Commenting on the 
pronounced distinction between purchase and repayment affordability over the period, Gan and Hill 
(2009:115) noted 'this difference can be attributed to the loosening of credit constraints in the 
mortgage market which it seems has carried through primarily into higher house prices rather than an 
improvement in purchase affordability'.
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(DSI) ratios. The housing expenditure-to-Income (HEI) ratio originates at the level of 

day-to-day practice in the mortgage finance industry from where a number of 

assumptions regarding the amount any given household can afford to pay to obtain 

housing become established as expenditure-to-income 'rules-of-thumb'. For 

example, a household is said to have a housing affordability problem when it pays 

more than a certain percentage of its income to obtain adequate and appropriate 

housing.

As such, HEI ratios generally became industry 'rules-of-thumb' about how to 

minimise risk when selling mortgage finance. Under the expansive Euro-area credit 

cycle of the 2000s, and as a tool in the financialisation of Irish housing, the 

calculations of the HEI ratio altered in order to provide mortgage finance for wider 

categories of borrowers. Calculations of net income were used to influence house 

purchase decision-making and maintained positive market sentiment^^. The revised 

HEI 'rule-of-thumb' was considered 'an approximate, but widely used indicator of 

housing affordability. Lending institutions, for instance, often check whether 

mortgage repayments would exceed roughly one-third of net household income' 

(Watson and Williams, 2003: 34).

Additionally, during the 2000s, advance-to-Income, or more usually called debt- 

service-to-income (DSI) ratio and percentage indexes emerged to become the most 

commonly used market measure of short-term purchase-affordability. These ratios 

are more relative in approach and take account of the amount of mortgage capital 

that may be borrowed (or advanced to income) under lending criteria, as well as the 

cost to household income of servicing this debt over the period borrowed. These 

indicators were considered more sophisticated as they infer a direct relationship to 

an important aspect of the user-cost-of-capital (UCC) in housing finance, namely

At the beginning of Ireland's elongated house price boom, the stated mortgage provider industry 
'rule-of-thumb' held that monthly mortgage repayments must not exceed 33 per cent of gross 
monthly salary (Finnegan, 1997). By the early-2000s the calculation of the HEI ratio changed so that 
only when a household spent more than one-third of its total net income on mortgage repayments 
was it considered to have an affordability problem.
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changes in mortgage interest rates. As previously discussed^^ one of the primary 

reasons why demand in Ireland for private housing remained so strong, despite the 

rapid price growth since the mid-1990s, was that the rate of return on owning 

property was high and the risk of highly-geared borrowing (i.e. large mortgages) was 

less due to low interest rates under EMU. Therefore DSI ratios also ensured pro

cyclical mortgage lending and overall credit expansion.

As the financialisation of Irish housing proceeded into the 2000s, Irish mortgage 

providers' assessments of housing affordability deepened their approach based on 

the borrowers' housing UCC and factored in anticipated house price rises. In other 

words, affordability standards were used that measured the direct costs of property 

ownership at a point in time but also adjusted for how house price inflation can 

offset these costs over time, thereby ensuring 'favourable' market growth in 

mortgage finance in Ireland during a period of house price inflation. In short, while 

housing during the 2000s was highly priced, it was relatively cheaper to live in 

because of low interest rates and expected capital gains^^. Calculating market 

affordability on the basis of borrowers' housing UCC allowed mortgage originators to 

project how the real cost of purchasing homeownership ownership would fall as the 

rate of house price inflation rose and the return on the house price offset the cost of 

interest payments and the other costs on the property^^.

This ensured a strengthening and broadening of speculative investment behaviour in 

housing during the period but also a financial deepening among borrowers who 

withdrew equity through mortgage re-financing and 'top-up' mortgage loans to 

invest in housing and to contribute further to the Irish house price bubble by doing

' See section 1.5 in Chapter 1.
It should be noted that, during the period, an absence in Ireland of local taxation of housing and 

payments for services that are standard internationally contributed to the relatively low cost of owner 
occupation.

Murphy and Brereton (2001), using the ESRI HERMES macro-model of the Irish housing market, 
found the user cost of capital (UCC) for new housing falling steadily since 1992. Elsewhere Bergin et a! 
(2003) argued that falling UCC would continue to underpin demand in the Irish housing market until 
200S.
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so^*. Notably, the Irish housing crash in 2008 has not interrupted the use of DSI 

ratios based on the UCC. Using such an approach the EBS/ DKM Affordability Index 

report for 2011 claims private Irish 'housing is more affordable today than at any 

time in the past twenty five years' (EBS/ DKM, 2011: 4)^^. However, DSI ratios and 

indices generally do not fully measure trends in the long-term purchase- or 

mortgage-affordability of owner occupation over time. Rather they can only be 

taken as indicators of the situation facing a particular category of aspiring 

homeowner at one point in time. They represent a snapshot 'cash-flow' (or indeed 

'credit-flow') concept of housing affordability which cannot be relied upon to signal 

clearly whether households are likely to exercise a decision in favour or against 

home ownership at any one time^°.

The calculation of short-term purchase-affordability ratios to assess decision-making, 

determine risk and uncertainty, and to measure and describe affordability positions 

and trends for different categories of borrowers has been severely criticised on the 

basis of their unreliability and validity (Feins and Lane, 1981; Hulchanski, 1995; Yip, 

1995; Wilcox, 1999; Stone 1990, 1993, 2006, et al 2011). A primary critique is 

focused on the conceptualisation of the income part of the ratio. This is considered 

to be faulty as a result of not taking into account the manner in which household 

income is derived and obtained (Davis and Dhooge, 1993; Hulchanski, 1995). Both 

HEI and HPI ratio approaches to housing affordability are open to the charge that 

they are fundamentally flawed. For example, in a study of housing indicators, Baer 

(1976: 383-384) argues that ratios that impose the same standard for all households 

are fundamentally 'unrealistic'. Stone (1990: 50-51) considers the ratio definition of

See Chapter 3 and also detailed findings on financial deepening among this thesis' study population 
presented in Chapters 5 and 7.

This index is a measure of the proportion of net (after-tax) income required to meet first year 
mortgage repayments for an 'average' first-time buyer working couple, each on average earnings (set 
at €70,000 per annum from 2005 and index linked to inflation). The ratio calculation (expressed as a 
percentage of disposable income) is then adjusted on the basis of average (mean) house price 
movements, changes in average (mean) mortgage interest rates, and any changes in housing 
allowances and in disposable income.

In addition, the interpretative value of these ratios is limited by the assumptions they must make 
regarding the levels and definition of income, the price value of the property, the rate of interest 
charged on mortgage finance and the maximum income multipliers and loan-to-value ratios applied 
by lending institutions.
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affordability to be inadequate in a 'logically sound' way. This is because, as Stone et 

ol (2011: 2) makes clear, 'affordability (or lack of affordability) is not an inherent 

characteristic of a housing unit - it is a relationship between housing and people. For 

some people, all housing is affordable no matter how expensive; for others, no 

housing is affordable unless it's free'. This re-introduces the question of how the 

financial deepening of homeowners under financialisation can be understood as 

resulting in increased housing stress and reduced housing sustainability.

2.8 Housing as crisis 3: housing stress, insecurity and exclusion

The expansion of mortgage markets under financialisation has successfully 

incorporated households whose certainty of income and employment is not secure 

and who rely on precarious employment (see Maclennan, 1997). A result has been to 

reduce the long-term stability or sustainability of homeownership for large numbers 

of households. The long-term, mortgage-repayment affordability of housing is a 

measure of the financial sustainability of homeownership for a household. Where 

mortgage payments are high relative to income and where they represent a heavy 

financial burden, a household will experience housing-driven monetary hardship or, 

more accurately, 'housing-induced financial stress' (Hawtrey, 2009). Housing stress is 

a risk factor determining the extent of payment default and mortgage arrears that 

can rapidly escalate as a result of changes in the cost of borrowing {via change in the 

interest rate) or income inadequacy (due to increased taxation, reduced wages and 

unemployment). As such, housing stress is a measure of the extent of financially 

unsustainable homeownership. It requires an alternative approach to measuring 

housing affordability focussed on the residual income after housing costs are met 

and the extent of a household's housing stress arising from burdensome housing 

costs^^.

This has been recognised by the Irish Central Bank's recent move to calculate a mortgage- 
repayment-to-income (MRTI) ratio for a 2010 study sample of 2,000 homeowners with a mortgage 
(see section 3.9 in Chapter 3, section 4.5 in this chapter and CBI, 2012c). How a residual income 
approach to measuring housing stress was developed as part of this thesis' research strategy is 
considered in more detail in section 4.4.2.
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Measures of housing stress are generally benchmarked against a normative standard 

(or threshold) of what a household can afford to pay for housing as a proportion of 

income. For example, in the USA, there is widespread acceptance that households 

which pay more than 30 percent of their income on housing cost, whether renting or 

buying, are experiencing housing stress (Hawtrey, 2009). In Australia, households 

paying more than 30 percent of their income on housing are considered to be 

experiencing affordability problems, while those households in the lowest two 

income quintiles (lowest 40 percent) who pay more than this threshold are 

considered to be in housing stress. This is known as the 30/40 rule (see Yates and 

Milligan, 2007).

Marks and Sedgwick (2008) adapted the 30/40 rule further and examined household 

income quintiles using equivalised disposable income (i.e. household income 

adjusted for household composition)^^. This study also noted the persistence of 

housing stress from one to five years after the initial experience of housing stress. 

Furthermore, on the basis of their recognition that the standard definition of 

housing stress (i.e. housing costs at 30 percent of income or above) is essentially 

arbitrary, Marks and Sedgwick (2008) also examined the possibility of 'housing crisis' 

(i.e. housing exclusion) by examining the following additional indicators for 

households:

Difficulties in paying the rent or mortgage;

Whether or not a household is behind in mortgage or rent payments (i.e. in 

arrears); and.

Movements to and from homeownership (due to repossession or a move to a 

cheaper rental options in order to reduce housing cost).

“ The equivalence scale used by Marks and Sedgwick (2008) was a modified OECD scale which assigns 

a weight of 1 to the first adult in the household, a weight of 0.5 to the second and other adults in the 
household and a weight of 0.3 for children less than 14 years of age. This figure is summed and total 
household (net) income is divided accordingly to calculate the equivalised household income. See 
Whelan et al (2002)
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As with Marks and Sedgwick (2008), recognising the arbitrary nature of the housing 

stress standard 'rule-of-thumb' is important. Stone (1990; 1993; 2006; et al 2011) 

argues for an alternative paradigm of housing affordability that applies a residual 

income approach. This approach is one capable of reflecting the interaction among 

household incomes, housing costs and the costs of non-housing necessities (e.g. 

energy, food, clothing etc) to produce a sliding scale (rather than a 'rule-of-thumb' 

ratio) which recognises that true housing affordability is sensitive to differences in 

household composition and income. However, operationalising such a residual 

income affordability standard is complex. It requires resolution to the continuing 

debate about the appropriate non-housing budget standards to use for different 

household composition types (e.g. households with one or more child dependants) 

when applied within different national policy frameworks (Kutty, 2005). Stone et al 

(2011) did successfully develop and apply a residual income affordability model for 

Melbourne, Australia. However, this study was enabled by two pre-existing 

indicative budget standards for different households, namely a 'low-cost budget' 

standard where non-housing elements were indexed for price changes and a 

'modest-but-adequate' budget standard where non-housing elements were indexed 

for price changes (see Saunders et al, 1998).

Despite the conceptual strength of the residual-income approach, the absence of an 

established minimum income budget standard for household types within Irish social 

welfare policy is a notable barrier to the application of the residual income model 

developed by Stone et al (2011)^^. This barrier was also recognised by Yip (1995) and 

Wilcox (1999) in their assessment of the challenges in using the residual-income

In the Irish context, work has recently been completed on developing a minimum income standard 
for different household types (see Collins et al, 2012). This work builds on a previous enquiry to 
establish the level of expenditure required by different household types to achieve a minimal 
essential level of living (Vincentian Partnership for Social Justice, 2006; 2010). Notably, however, 
these studies have only included the housing costs of local authority tenants in the calculations of 
minimum income standards whereas data on the housing costs of homeowners has not been factored 
in for methodological reasons. However, work is underway to expand the methodology to allow for 
the production of minimum income standards that relate to homeownership. This work offers the 
possibility that a residual income affordability model based on Stone et al (2011) can be constructed 
in the future.
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approach for policy purposes and was a principal reason for their continued use of 

the more conventional ratio approach.

Another useful approach is offered by Ong and Wood (2011) who developed a 

longitudinal study of 'acute housing stress' in Australia for the period 2001 to 2006 

(measured at above 30 percent of net disposable household income spent on 

housing costs) and found that while housing stress is a short-term phenomenon for 

most who experience it, there exists a 'hard core' of households for whom the 

problem persists over years. This was found to be related to the consequences of 

deterioration in the labour market and of highly indebted households facing a 

stagnant housing market. Elsewhere, research investigating the spatial distribution 

of 'housing affordability stress' in Canadian Metropolitan Areas (CMAs) used a 

definition of housing stress where 50 percent or more of household income is 

expended on housing costs (Bunting et al, 2004). This definition was used on the 

basis that it placed an emphasis on households with the most acute need who are 

more at risk of economically-induced homelessness, while also recognising the close 

relationship that exists between housing affordability stress and impoverishment. 

Bunting et al (2004) also highlighted the influence on housing stress in CMAs of 

wider factors related to labour-market restructuring and uneven urban growth rates 

in a post-industrial market economy. Combined with socio-demographic change and 

neoliberal housing and economic policy, these factors were understood to have 

produced increased housing affordability stress and economically-induced 

homelessness.

Households living under the threat of eviction and loss of home due to legally 

enforceable orders, including possession orders, are considered to be living in 

insecure housing and to be at risk of housing exclusion (Feantsa, 2007). Therefore 

the incidence, extent and duration of missed payments, default and arrears on 

contractual housing costs (whether rent payments or mortgage instalments) can be 

considered a reasonable proxy for measuring housing insecurity. In the case of 

homeowners, the extent of growing housing insecurity can be measured by the 

duration of mortgage arrears past their due payment date. However, data on
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mortgage arrears alone does not provide an insight into the overall scale of 

repayment risk that preceded default and arrears, nor does it necessarily explain 

causation. As Dooling et al (2007:195) note, 'all statistical studies of loan repayment 

difficulties face a methodological challenge involved in deciding on a suitable and 

available measure'. The issue of suitability is linked to the recognition that there are 

several stages in a process leading to arrears and possession for which data can be 

collated. These are illustrated in Figure 2.4 below. The three stages where data can 

be usefully gathered to illustrate a homeowner household's resilience to default and 

arrears are in relation to a high loan-to-income ratio (i.e. a measure of long-term 

mortgage-repayment affordability), to burdensome housing costs (i.e. a measure of 

the actual financial burden of making repayments) and to reasons why meeting loan 

payments has become difficult

Figure 2.4 The scale of repayment risk

Source: Dooling et al (2007)

Ultimately, the scale of repayment risk that exists can escalate into the full 

repossession of the home - a required function of restructured housing and 

mortgage markets under accumulation by dispossession. The experience of 

repossession can subject homeowners to a profound process of social exclusion that 

ultimately manifests as homelessness. This incurs a complex range of social.
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psychological and health-related costs for individuals and their families. For example, 

when investigating the financial consequences of repossession. Ford (1994) found 

that for her study's respondents it was the social rather than the financial 

considerations that were more often central.

The full range of social consequences for families who experienced repossession and 

were subsequently rehoused as tenants in social housing was investigated by 

Nettleton et al (1999). Their study delineated five main categories of consequences 

that related to changes in quality of life: social status and identity; personal and 

family relationships; future aspirations and health and well-being. These are 

summarised in Table 2.1 below

Table 2.1: Some Consequences of mortgage possession 

Experience of mortgage possession impacts on:

Quality of life Social status and 
identity

Personal and 
family
relationships

Future aspirations Health and well
being

Homelessness Stigma Marital Financial Poor mental
Loss of lifestyle Humiliation breakdown insecurity health
Poverty Loss of 'owner' Relationship Fear of the future Poor physical
Long-term debts status tension Fear can't buy health
Insecure tenancy Sense of failure Split up again Depression
Social isolation Letting family household Lost 'hopes and
Loss of job down Arguments dreams'
Loss of friends Loss of Inability to invest No independence
Unsuitable
accommodation
Lack of space
Loss of personal 
possessions
No access to credit 
Loss of pets

confidence
Loss of self
esteem
Sense of regret
Becoming
'second-class
citizens'

to trust in 
relationships 
Parenting 
difficulties

Poverty in old age

Source: Nettleton et al (1999).

Repossession also results in different outcomes for a wide range of actors and 

generates a range of costs for different groups and institutions. These costs have 

been differentiated by Ford (et al, 2001) as social; socio-psychological; health- 

related; administrative; financial; political and organisational and are found to be
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experienced by borrowers; lenders; insurers; central government; local government; 

housing market institutions; labour market institutions and health services. They are 

set out in Table 2.2 below.

Table 2.2: Typology of the potential range of costs associated with mortgage arrears and possessions

Type of
costs Examples of costs experienced by

Borrower Lender Insurer Central Local Housing Labour Health
govern- govern- market market service
ment ment instit- instit-

ution ution
Social Social Loss of Loss of

exclusion 
Insecurity 
Reduced 
standard 
of living

trust trust

Social- Stigma of Reduced
Psychol- debt Confi-
ogical Relation

ship
difficul
ties

dence

Health Mental Increas Employee
health ed risk absentee!
and well- of sm
being accid

ent
claims

Adminis- Collection Income Homeiessn Additio
tration costs support ess nal

for provision deman
mortgage d for
interest
direct
payment

services

Financial Admin Techno- MIG 'Mortgage Increased Reduced Addit-
charges logical pay- Rescue' homeless- revenue/ ional
residual Invest- out schemes ness trans- deman
debt ment provision actions d for
Increased 'real' Costs of services
payments losses housing
Poverty advice

Political 'Cooler' Electoral
relations consequen
hips with 
Governm
ent

ces

Organisati change in Re- Advice Sector Adjust to
onal house- focusing provision restructur reduced

hold of ing mobility
financial activities
managem and
ent culture

Source: Ford et al (2001). Note: The examples given above are indicative, not exhaustive. An empty box does not 
indicate the absence of costs
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2.9 Summary

This chapter has utilised the Lefebvrian conceptualisation of space as a 'concrete 

abstract' to discus and explore the meaning of housing as space, home, capital and 

crisis. It has relied on a close reading of the theorisation of a number of radical 

urbanists, geographers (most notably Harvey) and economists to develop an 

explanation of housing's role within the macro-processes of capital accumulation 

and circulation in order to support an understanding of how crisis-prone tendencies 

of global capital flows create conditions under which the meaning of housing 

changes for households transformed from 'winners to losers' within housing and 

mortgage markets that are being restructured under the processes of neoliberal 

financialisation. The next chapter undertakes a closer examination of how the 

financialisation of Irish homeownership occurred, in particular during the second era 

of the Irish Celtic Tiger economy, before going on to consider the impact of the 

global financial crisis on Ireland's economy and on homeowners.
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Chapter 3

The Financialisation of Irish homeownership and the Impact of the

Global Financial Crisis

3.1 Introduction

This chapter presents a review of the financialisation of Irish homeownership during 

the 2000s in particular and also provides an account of the impact of the global 

financial crisis (GFC) on Ireland's economy and on homeowners. It begins with an 

account of how profit-seeking capital switched into the Irish residential built 

environment under the expansive credit cycle established under EMU in the 2000s 

and demonstrates the influence which the international shadow banking system had 

on the financialisation of Irish homeownership. This includes an account of the role 

played by Dublin as a key location for shadow banking activity. The chapter then 

provides an evidence-informed account of how capital in the form of mortgage 

housing finance operated to produce greater housing market segmentation in 

Ireland alongside growing house price affordability problems, particularly for 

aspirant new entrants to Irish homeownership. How the deposit gap in Irish 

homeownership was overcome during the EMU credit cycle, and how this 

accompanied the deepening indebtedness of homeowners, is then considered prior 

to an account of the impact of the GFC on Ireland's economy and households. The 

chapter concludes with a detailed account of the extent of mortgage arrears on Irish 

residential mortgages and the Irish state's post-GFC policy and legislative attempts 

to resolve such mortgage arrears under the terms of Ireland's official funding 

programme from the European Commission (EC), European Central Bank (ECB) and 

the International Monetary Fund (IMF).

3.2 Capital switching and Irish housinR in the 2000s

As discussed in Chapter 2, capital accumulation through urbanisation requires a 

nexus of relations to form between the state, civil society and the market. This nexus
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supports waves of investment that switch into (and out of) the built environment. 

The evidence as to whether and the extent to which capital switching into Irish 

property occurred over the period of the credit boom is substantial and increasing. 

Christophers (2011) investigated the switching dynamic of private-sector 

expenditure and pension-fund investment out of production and into the built 

environment and found that, in the UK, private-sector expenditures increasingly 

switched between 2000 and 2007 into construction of the built environment. 

Although some of this new expenditure was provided indirectly by pension funds, 

those funds also increased their exposure to the property investment sector with 

regard to existing property assets. When considering whether this was simply a 

uniquely UK phenomenon or whether other territories displayed comparable trends, 

Christophers (2011) found that the switching dynamic of the UK was visible in the 

USA and in other mature financial markets, including Ireland. Plotting the changes in 

Irish and Canadian pension funds' allocation to real estate over the period, 

Christophers (2011; 1359) found that 'in Ireland, the switch into property was even 

more pronounced than in the UK', implying that investors in mature markets were 

switching funds out of other assets and into real estate in Ireland over the same 

period and at a similar rate to their UK counterparts. Figure 3.1 illustrates the share 

of Irish pension funds allocated to property for the period 2000 to 2007.

% 
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8 -

6 -

4 -

2 -

Figure 3.1 Share of Irish pension funds' assets allocated to property, 2000-2007

10.1

9.2
8.7

7.4

2000 2001 2002 2003 2004 2005 2006 2007

Source: Adapted from Christophers (2011); Irish Association of Pension Funds (note shares are for the start of each year)
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Other data illustrating the nature of capital switching in Ireland is available for the 

specific share of Irish banks' lending that was accounted for by lending to residential 

property and to speculative property-related lending (this includes the construction, 

buying and developing of property which are not pre-let or pre-sold and therefore at 

risk of not generating any income stream or sales revenue). It confirms how Irish 

bank lending on residential property rose from 40 percent of total loans in 1999 to 

65 percent of all loans by 2007. In effect, lending to the construction and real-estate 

sectors of the Irish economy increased from around 10 percent of GDP in 1999 to 

about 60 percent in 2009 (Central Bank, 2012). Further evidence of capital switching 

into Ireland's residential built environment is found in data on the overall rate of 

capital formation occurring in Irish housing. Figure 3.2 indicates the enormous scale 

of change over the period 1970 to 2008, and illustrates how the vast majority of 

capital formation was in private housing.

Figure 3.2 Total annual capital formation in Irish housing, 1975-2008 €m

I Capital Formation in Private Housing I Capital Formation in Social Housing

Source: Data compiled from CSO and DECLG Housing Statistics Database see: 
http://www.cso.ie/px/Doehle/Database/DoEHlG/Housine%20Statistics/Housing%20Statistics.asp
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Capital formation in housing increased annually from €6.4 billion in 2000 to €19.5 

billion in 2006 (an increase of 205 percent) before falling back again as Ireland's 

financial and banking crisis impacted from 2007 - see Table 3.1 below^.

Table 3.1 Capital formation in Irish housing (€ billion), 2000-2008

2000 2001 2002 2003 2004 2005 2006 2007 2008
€ € € € € € € € €

billion billion billion billion billion billion billion billion billion
GNP at market 
prices 89 97.7 106.2 117.6 125.2 135.7 149.1 161.2 154.5
Gross domestic 
fixed capital 
formation 25.3 27.1 29 31 35.1 42 46 49.4 39.4
Capital 
formation in 
housing 6.4 7.4 8.8 11.7 14.6 17.5 19.5 17.7 9
Public Capital 
Expenditure on 
Housing 0.8 1.3 1.6 1.5 1.5 1.6 1.6 2 2.3

Source: Data compiled from DECLG Housing Statistics, various years, see 
http://www.environ.ie/en/Publications/StatisticsandRegularPublications/HousinBStatistics/

The full cycle of capital switching into, and out of, urbanisation via Irish housing is 

illustrated when capital formation in Irish housing is expressed as percentage of 

gross domestic fixed capital formation, and as a percentage of GNP (see Figure 3.3 

below).

^ Notably, from 2005 to 2008 public capital investment for social housing increased annually in overall 
value, possibly in a modest attempt to maintain overall construction sector activity and employment 
while Ireland's financial and banking crisis was in its earlier stages. As will be shown in section 3.8, it 
failed to do so.
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Figure 3.3 Capital switching into and out of Irish housing, 1975-2008

- Capital formation in housing as a percentage of gross domestic fixed capital formation

- Capital formation in housing as a percentage of gross national product (GNP)

Source: Data complied from DECLG Housing Statistics, various years, see 
http://www.environ.ie/en/Publications/StatisticsandRegularPublications/HousingStatistics/

The effect of capital switching was to drive the shift in Ireland's economic growth 

model away from one based on an export-led growth which absorbed high rates of 

domestic and foreign direct investment (FDI) in the productive economy (sectors 

such as agribusiness, pharmaceuticals, chemicals, and electronic industries and 

services) toward an urbanisation-led growth model. This urban growth model relied 

heavily on urban development and the construction of commercial, retail and 

residential property, together with related transport infrastructures (mostly 

motorways, but including some privately operated public transport services such as 

Dublin's light rail tramline). While the urban growth model supported real economic 

activity, employment and growth, especially in construction industries and an 

increased range of housing-related and lifestyle-focused services from gardening and 

landscaping to DIY home improvement, interior design and lighting, investment in 

other more productive sectors of Ireland's economy such as manufacturing was 

crowded out by the sheer scale of capital switching into the development led urban 

growth model. Notably, this capital-switching cycle in Ireland had an equivalent 

periodic range as the overall EU credit bubble that peaked during the mid-2000s 

before the dramatic declines from 2008 that accompanied the global financial crisis

Chapter 3 83



(GFC) and great credit contraction. Most significantly overall, however, was the 

emergence in the 2000s of a 'shadow banking system' within the international credit 

system, a result of neoliberalising capitalism and the role that it would play in the 

Euro-area credit bubble.

3.3 The influence of the shadow banking system on the financialisation of Irish

homeownership

Beginning in the 1980s, state-led processes of financial deregulation and 

liberalisation had resulted by the 1990s in the final abandonment of regulatory 

distinctions between retail and investment banking among the majority of advanced 

economies, including Ireland (Honohan, 2010a). This led to the international 

relinquishment of tier-one capital ratios for retail banks (the ratio of capital deposits 

to lending required for prudent lending) and was accompanied by an expansion of 

leverage rates (the liabilities of banks against their deposits). By the 2000s, 

established, prudent measures of risk and uncertainty, used to inform capital 

investment decision-making by international financial institutions, had been 

recalibrated under advanced mathematical models that were considered valid and 

reliable. The outcome was an abdication of prudential assessments of risk and a 

loosening of credit controls. In parallel with the overall financial and supervisory 

regulatory regime in Ireland, due diligence procedures and processes among 

mortgage finance lenders were reduced to a 'light touch' (Honohan, 2010a).

During the 2000s a shadow-banking system emerged globally. In broad terms, the 

shadow-banking system refers to activities related to credit intermediation and 

liquidity and maturity transformation that take place outside the regulated banking 

system. Key components of shadow banking include securitization activity 

(particularly the re-selling of residential mortgage backed securities or RMBSs) by 

non-bank financial institutions which borrow short-term and lend long-term. Also 

referred to by regulatory authorities as 'other financial intermediaries' (OFIs), these 

entities include securitised investment vehicles (SIVs), hedge funds, conduits, and 

money-market funds (MMFs) (Stewart, 2010). It is important to recognize that prior

Chapter 3 84



to the global financial crisis in 2008 many banks had OFIs that were not included in 

their balance sheets but made investment decisions for which their parent 

companies were liable, thereby increasing the interconnectedness of the regulated 

and non-bank-regulated segments of the financial sector.

In 2012, the European Central Bank (ECB) found Euro-area banks now rely more on 

funding from the financial sector than in the past, in particular from other financial 

intermediaries (OFIs) which cover shadow banking entities, including securitisation 

vehicles. This source of funding was recognized as mainly short-term and therefore 

more susceptible to faltering confidence in other institutional borrowers and the 

drying up of liquidity. Equally troubling is the finding that more than 60 percent of 

the assets considered part of the shadow-banking activities in the Euro-area are 

linked to OFIs for which high frequency statistical data is not available. The 2012 

attempt by the ECB to assess the size of the shadow-banking sector in the Euro-area 

required the creation of a taxonomy of assets to cover the aggregates of regulated 

banks and OFIs and set down a preliminary figure for assets held by shadow banking 

related sectors in the Euro-area as amounting to €10.8 trillion (in Q2, 2011). This 

accounted for 28 percent of total financial institution assets (see Table 3.2 below for 

details).

Table 3.2 Shadow Banking's share in total financial institutions assets in the Euro-area

(Euro trillions and percentages)
2007Q2 

€ trillions
%

total
2011Q2 

€ trillions
%

total

Banks 25.6 54.0 28.0 51.5
Other financial intermediaries (OFIs) 8.5 17.9 10.8 19.9

• Money Market Funds (MMFs) 1.2 2.5 1.1 2.0
• Financial Vehicle Corporations n/a n/a 2.2 4.1
• Other misc. intermediaries 7.3 15.4 7.6 13.9

Eurosystem 1.6 3.5 3.1 5.8
Investment funds other than MMFs 5.5 11.6 5.6 10.3

• of which hedge funds n/a n/a 0.1 0.2
Insurance corporations and pension funds 6.1 13 6.8 12.6
Total assets of Financial Institutions 47.3 100 54.4 100
Source; Bakk-Simon, et al 2012.
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This can be considered to comprise an underestimate, as the ECB has warned that an 

important part of the Euro-area financial sector remains 'unexplored by official 

statistics'. The ECB concluded that the interconnection between the shadow-banking 

system and the regulated system in the Euro-area increased considerably over the 

last decade, thereby increasing 'the risk of contagion through transmission of shocks 

across institutions' (Bakk-Simon et al, 2012: 21). The distribution of shadow-banking 

activities across Euro-area countries illustrates how important differences between 

them were particularly heightened in the years leading up the global financial crisis. 

When the distribution of the aggregate assets of other financial institutions (OFIs) 

comprising the shadow-banking sector are considered in relation to size of national 

economies, the ECB found the shadow-banking sector to be 'very important in 

Luxembourg, Ireland and the Netherlands' and that the contribution of 'the big 

players, Ireland, Luxembourg and the Netherlands alike' drove the dynamics of 

credit cycles in the Euro-area before and during the credit boom which preceded the 

global financial crisis (Bakk-Simon et al, 2012: 23). In addition, it found that OFI 

entities are tending toward residency in Luxembourg and Ireland due to the relative 

weight of retained securitizations that serve as collateral in ECB-refinancing 

operations. The influence of shadow-banking activities on Ireland's domestic, 

regulated banking sector decision-making was considerable, especially in relation to 

the provision of credit finance for property development. Data confirming this, and 

on related matters of the financialisation of Irish housing and homeownership, is 

presented in Chapter 5.

The geography of the shadow-banking system is therefore complex, discrete and 

secretive and there exists considerable debate over the definition of shadow 

banking, its size, its entities and behaviour (Poznar et al, 2010; Financial Stability 

Board, 2011a, 20011b; Gennaioli et al, 2011; European Commission, 2012). What is 

known, however, is that many shadow-banking entities such as hedge funds are 

commonly quoted on national stock exchanges and managed from another location 

outside national jurisdictions while also being domiciled in an offshore tax haven (for 

example the Cayman Islands). Over the period of the global credit boom, as the 

shadow-banking system became embedded within the financial stock exchanges of
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global cities such as London, New York, Paris, Hong Kong, Tokyo and Sydney it also 

became established among more recently founded financial services sectors such as 

Dublin's International Financial Services Sector (IFSC). Figure 3.4 shows the 

distribution of the total assets of OFIs for Euro-area countries.

Figure 3.4 The distribution of shadow banking assets in the euro area

Italy
8%.

Germany
6%

Spain
7%

Ireland
13%

Luxembourg
22%

Source: Bakk-Simon et al, 2012.

Dublin's IFSC dominates financial flows for the Irish economy but is also a major 

artery in the financial flows of investment into, and out of, offshore business tax 

havens. This is illustrated by the fact that while foreign direct investment (FDI) in 

Ireland reached a peak in 2003 of €176.4 billion (before declining to €120.9 billion in 

2008), total foreign investment in the IFSC continued to rise over the period to 2007 

before a fall in 2008 (reflecting the GFC). Notwithstanding this, in 2008, IFSC 

investment was over 13 times the size of FDI and approximately 11 times the size of 

Irish GNP (Stewart, 2010). Due to its so-called 'facilitative business climate' (i.e. low 

rates of corporate taxation and light touch, if not entirely absent, financial 

regulation) Dublin's IFSC is considered a premium location for particular 'shadow 

banking' financial activities led by hedge funds, money-market funds (MMFs) and
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financial vehicle corporations (FVCs)^. These hedge funds rely upon residential 

mortgage backed securities (RMBS) to produce new and innovative financial 

products (e.g. derivatives, such as Credit Default Swaps (CDSs) and Collatorised Debt 

Obligations (CDOs))^. As discussed in Chapter 2, it is these financial innovations 

which created the illusion that credit risk was being responsibly managed during the 

credit boom but, in many cases, they would actually intensify the dangers and 

likelihood of financial failure.

Despite the important role played by Dublin's IFSC, little is known about shadow

banking behaviour in Ireland. Godfrey and Golden (2012) have attempted to 

measure shadow banking in Ireland using definitions developed by the Financial 

Stability Board^ in 2011 to classify shadow-banking entities and their behaviour. 

Focused on five major banking activities of leverage, credit-risk transfer, maturity 

transformation, liquidity transformation and deposit gathering for the FSB 

classification of shadow-banking entities, they were only able to confirm the credit- 

risk transfer activities of FVCs among the common statistical classifications of these 

banking activities in Ireland. Credit-risk transfer involves the transfer of credit risk 

from the balance sheets of institutions to investors in asset-backed securities. This 

securitization allows loan originators (including banks) to turn illiquid assets (e.g. 

residential and commercial property) into funding for investment elsewhere. The 

size of this FVC activity in Ireland was calculated at €469.2 billion in Q2, 2012, with 

the largest proportion comprising residential mortgage backed securities (RMBS) 

(Godfrey and Golden, 2012). As the market in RMBS derivatives grew in the shadow

banking system it was 'intermediated' as collateral to finance the credit cycle. This

2 In 2005 the New York Times, in an article on insurance regulation and suspect financial transactions, 
referred to the IFSC as the 'wild west of European finance'. See
http://www.nvtimes.eom/2005/04/01/business/worldbusiness/01irish.html? r=0 (accessed s'*' 

October 2012).
3 See Chapter 2 for an explanation of how CDSs and CDOs work.

The FSB was established in April 2009 as the successor to the Financial Stability Forum (FSF) to 
coordinate at the international level the work of national financial authorities and international 
standard setting bodies and to develop and promote the implementation of effective regulatory, 
supervisory and other financial sector policies. It brings together national authorities responsible for 
financial stability in significant international financial centres, international financial institutions, 
sector-specific international groupings of regulators and supervisors, and committees of central bank 
experts. See http://www.financialstabilitvboard.ore/index.htm
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led to the emergence of reckless and predatory lending that relied upon contractual 

agreements, currently termed 'liar' and 'ninja'^ loans and mortgages that were in 

effect false, or knowingly fraudulent^. Other factors contributed to the loosening of 

credit standards between 2003 and 2007, including the increasing role of 

securitization in the funding of Euro-area banks and 'a possible under-assessment of 

risks' (European Central Bank, 2009: 8). As Regling and Watson (2010: 41) noted:

'By mid-decade, the financial and property boom in Ireland presented 
features - both macro- and microeconomic - which should have caused 
financial stability analysis by the central bank to ring alarm bells. This 
reporting noted worrying features, but it failed to trace their interactions 
vividly or to warn (in public, or its seems, in private) how severe were the 
emerging vulnerabilities in the banking system: the risks of a hard landing; 
and the danger, ultimately, to the living standards of the ordinary citizen'

Godfrey and Golden (2012) found the official size and behaviour of shadow banking 

entities in Ireland remains incomplete due to data gaps. However, others have 

estimated that in 2008, Dublin's IFSC was host to over 8000 hedge funds with €1,560 

billion of assets (Baily, Litan and Johnson, 2008), while over 4,000 investment funds 

quoted on the Irish Stock Exchange and registered in the IFSC have assets consisting 

of subprime mortgage loans (Stewart, 2010). Unsurprisingly therefore, connections 

between Dublin's IFSC and the hedge funds involved in the global subprime 

mortgage crisis are significant. The subprime mortgage crisis first emerged in the 

USA to become the primary trigger of the global financial crisis in 2008. When 

payment regimes faltered in the US subprime mortgage market and mortgage 

default became systemic, a toxic debt emerged from the shadow-banking sector as 

impaired subprime RMBS derivatives collapsed in value. This fed back into the 

regulated banking sector to trigger the global financial crisis in 2008 and led to the

An acronym for credit advanced to a household with 'no income, no job or assets'
® In the USA, the Federal Bureau of Investigation (FBI) co-chairs the Financial Fraud Enforcement Task 
Force Mortgage Fraud Working Group that targets mortgage loan origination fraud. In 2012, the FBI 
launched the National Distressed Homeowner Initiative to confront new schemes including 
foreclosure rescue, loan modification, short sale and bankruptcy fraud. To date the FBI has shut down 
or disabled more than 200 companies, with more than 73,000 victims of fraud and losses of more 
than $1 billion, and charged 530 individuals, including 173 executives. See 
http://www.fbi.gov/news/speeches/combatine-morteage-fraud (accessed 9th October 2012).

Chapter 3 89



continuing contraction of credit within advanced economies, more commonly known 

as the 'credit crunch'. The impact of this credit contraction on Ireland's economy is 

discussed in section 3.8 below.

3.4 Mortgage finance, housing market segmentation and unaffordable Irish

homeownership

Housing is a complex good that can be considered in terms of at least three 

dimensions: its spatiality (i.e. locational attributes and their desirability), its 

durability and relatively high purchase price involving the need for extensive 

mortgage borrowing, and its heterogeneity in terms of housing types, size, quality, 

age and architectural design (Galster and Daniel, 1996). As housing is produced, 

exchanged and consumed as a commodity, this inherent complexity creates a 

housing market segmentation that, in turn, produces its own market consequences 

(Tu, 2003). This characteristic is most notable during periods of house-price inflation 

when high expected rates of capital gain and robust revenue yields (in the form of 

rents) attracts capital to the housing market (in the form of investor and speculator 

agents) to compete with both first-time buyers (FTBs) and former homeowners 

seeking to trade up or down. An accompanying acceleration in house-price inflation 

produces growing affordability problems for households seeking access to 

homeownership.

During the first era of the Celtic Tiger economy, investment and speculation in Irish 

housing drove change in the composition of net effective demand and introduced 

greater market fragmentation as developers responded to separate types of 

demand. While little detail is known of Irish investment patterns, McCarthy, Hughes 

and Woelger (2003:3) found that new household formation for the six years to 2003 

accounted for only 61 per cent of new house completions. In 2003, it was likely to 

account for less than 50 per cent of house completions. They concluded that up to 

one third of Irish housing output was to satisfy demand for second homes and 

investment properties. This is supported by evidence relating to the decline in the 

percentage of first-time buyers (FTBs) entering the Irish market for new housing
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stock^. From a position of dominance in the 1980s, the percentage of FTBs 

purchasing new housing fell from a mid-1990s high of almost half the market for 

new build housing (47.3 per cent) to a low of below one-third the market (28.9 per 

cent) in 1999. From 1999 until early 2001, a slight moderation in the rate of house- 

price inflation combined with credit easing and declining costs of borrowing to 

trigger an improvement as the market position of FTBs who rose to account for 37.2 

percent of market share for new housing in 2001. FTB market share declined again 

thereafter, stabilising at just under one third of the market over the period to 2008 

(see Figure 3.5 below).

Figure 3.5 Changes in the proportion of new Irish housing purchased by FTBs,
1981-2008
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Source: Data compiled from CSO and DECLG Housing Statistics Database see: 
http://www.cso.ie/px/Doehle/Database/DoEHLG/Housing%20Statistics/Housine%20Statistics.asp

Changes in the socio-economic characteristics of borrowers also occurred. In 1999,

48.5 percent of borrowers were either professional managers or employers, while

15.5 percent were salaried, non-manual employees, 26 percent were skilled- or 

semi-skilled employees and 10 percent were unskilled-manual employees, farmers 

or fishermen. By 2004, the number of professional employees among borrowers had

^ New build housing attracts the greatest number of fiscal supports and incentives for first time 
purchasers.
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declined to 41.5 percent, while skilled and semi-skilled employees also declined to 

14 percent of borrowers. In contrast, by 2004 33.5 percent of all borrowers were 

salaried non-manual employees (DECLG, Housing Statistics, various years). This can 

be interpreted as a reflection of changes in the Irish labour market over the period, 

but it also represents a real change in the composition of net effective demand for 

private housing. Homeowner households increasingly required dual incomes and 

higher income levels in order to access private housing. The substantial alteration in 

the range of incomes required for the purchase of all housing between 1999 and 

2008 is shown in Figures 3.6 and 3.7. They confirm how the range of combined 

incomes for joint mortgage borrowers for all housing has shifted dramatically 

upwards over the period. The greatest changes occurred between 2004 and 2008, by 

which time the majority of all joint mortgage homeowners had gross incomes in 

excess of €80,000 per annum.

Source: Data compiled from DECLG Housing Statistics Database see:
http://www.cso.ie/px/Doehlg/D3t3b3se/DoEHLG/Housing%20Statistics/Housing%20Statistics.asp
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Figure 3.7 Changes in percentage of combined incomes above €80k for joint 
mortgage borrowers (FTBs and former owners, national and Dublin), 2004-2008
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Source: Data compiled from DECLG Flousing Statistics Database see:
http://www.cso.ie/px/Doehlg/Database/DoEFILG/Flousing%20Statistics/Flousine%20Statistics.asp

The demography of homeowners also changed over the period, particularly for first

time buyers. While the average age range of all borrowers showed a modest shift 

upwards nationally, changes were most marked in the Dublin region where between 

2004 and 2008 the percentage of all borrowers in the age range 46 plus years 

increased from 20 to 25 percent while declining in the age ranges 31-35 years, 36-40 

years and 41-45 years. On average, over the same period, first-time buyers in Dublin 

grew older as the number of borrowers in all age ranges up to 35 years of age 

declined, while increasing in the age ranges 36-40, 41-45 and 46 plus (see Figure 2.6 

below). Arguably, this reflects changes in decision-making among aspiring 

homeowners who deferred or delayed entry to owner occupation due to the 

volatility of house market conditions. In other words, high house prices acted as a 

barrier to new entrants eager to get a foot on the property ladder.
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Figure 3.8 Changes in the age profile of FTBs in Dublin, 2004-2008
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http://www.cso.ie/px/Doehlg/Database/DoEHLG/Housing%205tatistics/Housine%20St3tistics.3SP

Therefore while becoming increasingly segmented, access to homeownership in 

Ireland also became increasingly determined by changes in the overall market 

affordability of private housing provision, particularly in relation to a significant 

deterioration in the ratio of average income to house prices (Downey, 1998, 2003, 

2005; Bacon 1998, Norris and Redmond, 2005). This ratio is a common indicator of 

the relative market affordability of housing and is understood to rise in housing price 

booms and to fall in slumps. Although its usefulness as a predictor of future likely 

house-price movements is disputed (Meen, 2003), it nevertheless helpfully 

illustrates the manner in which lower- and middle-income households became 

increasingly 'priced out' of the housing market during the boom period. Figure 3.9 

confirms the extent of the divergence between house prices and household income 

over the period 1996 to 2010. Notably, despite the housing crash in 2008 and the 

significant fall in prices the ratio remains relatively high thereafter for 2009 and 

2010, most likely due to a decline in average disposable income that occurred in 

parallel.
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Figure 3.9 Change in Irish house price to income ratio, 1996-2010
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Source: Drudy and Collins, 2011

The divergence between incomes and house prices over the period from 1996 

created a significant 'deposit gap' between the amount of mortgage loan that could 

be accessed and the price of residential accommodation. This deposit gap was 

considered to be substantial and to be placing house purchase out of reach for many 

aspiring first-time buyers, especially those on low to average incomes (Fitzgerald and 

Winston, 2005).

Nonetheless as Figure 3.10 illustrates, despite relative stability in the indices of 

average adult earnings over the period as well as indices of house building costs and 

consumer-price inflation, the index of private new house-price inflation remained 

uninterrupted on a steep upward curve until the crash in 2008. Given that the price 

inelasticity of housing would otherwise be reduced by the significant increase in new 

housing completions that occurred in parallel^ only one other factor can reasonably 

account for the sustained rate of house-price inflation over the period, namely the 

significant restructuring of Ireland's mortgage market and the increased supply of 

credit in the form of cheaper and easier-to-access mortgage finance which occurred

See Figure 1.3 in Chapter 1, Section 1.5.
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upon entry into the European Economic and Monetary Union (EMU) and the 

adoption of the Euro as national currency in 2000. Significantly, the relationship 

between income, house price and the cost of borrowing (illustrated in Figure 3.10) 

confirms, the strength of influence that Euro-area monetary policy held from 1999.

Figure 3.10 Changes in the 'deposit gap' between average incomes and house
prices, 1990-2012

■ Private New Hse Price 
Hse Biding Costs

■ Mort % rate Average adult earnings
•-------Consumer Prices

Source: Data compiled from DECLG Housing Statistics Database see:
http://www.cso.ie/px/Doehlg/Database/DoEHLG/Housing%20Statistics/Housine%20Statistics.asp

The decline in interest rates realised upon the full launch of the new currency 

extended throughout the period. As mortgage-interest rates declined, Irish house- 

price inflation rose, spurring on Ireland's mortgage market restructuring and 

ensuring greater market segmentation, differentiation and fragmentation. Ireland's 

homeownership housing market became more heterogeneous across and within 

different regional areas and topographically-based housing sub markets commanded 

an increased range of asset and rental values differentiated on the basis of dwelling 

age, size, type and quality and increasingly on locational and proximity factors^. 

House prices became an indicator of the hierarchy of locational values and high 

house prices in preferred locations in established urban housing markets deflected

Topographical housing sub markets consist of a cluster of housing product groups that may or may 
not have a contiguous geographical boundary and reflect urban structural form at the level of locale 
and neighbourhood (Yu, 2003).
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significant demand towards newer outer urban and ex-urban commuter 

developments where FTBs and homeowners seeking to trade up could achieve larger 

housing units at equivalent or lesser values. This led to significant urban sprawl in 

the greater Dublin region but also in Galway and Cork. House-price inflation also 

established the market affordability of private housing as the preeminent housing 

policy issue.

3.5 The 2000s EMU credit cycle and bridging the deposit gap in Irish homeownership

The expansion of credit growth under EMU from 1999 is illustrated in Figure 3.11.

Figure 3.11 Euro area credit growth Jan 1983 - Mar 2012 (€m)

■ Loans and securities (credit), total maturity, all currencies combined [Millions of Euro]
■ Loans, total maturity, all currencies combined [Millions of Euro]

Source: Data compiled from European Central Bank [ECB) Statistical Data Warehouse [accessed 15/10/2012) 
http://sdw.ecb.europa.eu/browse.do?node=1478

It demonstrates how overall credit growth accelerated under the Euro-area 

monetary regime of the 2000s and how an expansive credit cycle was in place across 

the Euro-area by the mid-2000s. By the time Ireland's housing bubble was at its 

peak, between 2004 and 2007, the relationship between house-price inflation and 

credit supply in the form of housing finance had effectively become symbiotic. Large 

increases in house prices were associated with (and indeed required) large increases 

in credit that, in turn, supported further house-price inflation.
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The extent of Ireland's huge property-related credit bubble can be understood in 

comparison with other advanced economies in the Euro-area. Between 1999 and 

2012, Ireland's credit expansion was in excess of 400 percent. In contrast, the 

expansion in Germany was 23 percent for the same period (Gerlach, 2012). Prior to 

the disruption in US housing finance in summer 2007 which would lead to the 

turmoil of the global financial market crisis, mortgage loans constituted an important 

element of the credit growth that occurred across the Euro-area. In 2007, the 

balance outstanding of housing loans in the Euro-area was 42 percent of GDP, up 

from 27 percent in 1999. However, there were substantial variations across 

countries. The highest growth in housing finance was recorded in the Netherlands 

where the balance outstanding of housing loans as a percent of GDP rose to 89.4 

percent in 2007.

Ireland registered the second highest growth in the Euro-area at 73.9 percent of GDP 

in 2007, followed by Portugal and Spain with 69.4 and 61.5 percent respectively 

(European Central Bank, 2009). Despite substantial cross-country differences, a 

number of common trends in the characteristics of housing loans also emerged 

across the Euro-area over the period to 2007. Generally the loan-to-value ratios for 

mortgages increased, the maturities (or term periods) of loans lengthened and 

greater flexibility in repayment schedules was introduced. This combined with 

lowered interest rates over the period to deliver two other effects, namely the 

containment of an increase in households' debt-service burden despite the overall 

rise in indebtedness, and an increase in impairment or default risk due to the impact 

of an income shocks on a household's ability to maintain repayments.

In Ireland, the net effect was the establishment of a credit cycle that increasingly 

deployed measures of housing-market affordability based on calculations of debt- 

service cost to income ratios in order to advance housing finance sufficient to bridge 

the large deposit gap that had become established between house prices and 

incomes. The impact of this form of lending was quickly to alter the ratio of 

mortgages to disposable incomes for younger borrowers in the lower income 

deciles, while simultaneously advancing increasingly large mortgage loans to all
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borrowers so that they could (and indeed did) continue to access increasingly 

expensive private housing. The data presented in Figure 3.12 illustrates the scale of 

this financial deepening among Irish borrowers.

Figure 3.12 Range of loans paid for all Irish housing, national and Dublin, 1999-2008

Source: Data compiled from CSO and DECLG Housing Statistics Database see: 
http://www.cso.ie/Dx/Doehle/Database/DoEHLG/Housing%20Statistics/Housine%20Statistics.asp
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In 1999, approximately 48,864 households purchasing housing with a mortgage from 

all lending agencies were making payments on mortgage loans less than €100,000^°. 

This represented 69 percent of the total of 70,817 borrowers nationally in 1999. The 

equivalent payment figure for the Dublin area in 1999 was slightly lower at 52.4 

percent of borrowers. By 2008, the number of purchasers paying loans at or below 

€100,000 had declined to 4,295 households nationally, representing just 8 percent of 

the 53,691 purchasers in 2008. At the peak of Irish house prices in 2007, 32,028 

households nationally were paying loans on mortgages between €150,000 and 

€200,000 and between €200,000 and €250,000 respectively (19 percent of all 

borrowers).

Despite the turmoil on international financial markets that began in 2007, the share 

of larger mortgages increased again in 2008 so that 40 percent of all Irish home 

buyers (21,476 households) were paying between €150,000 and €250,000, and 10 

percent of all purchasers nationally (5,369 households) were making repayments on 

mortgages loans above €400,000. In Dublin, the growth in the size of mortgages 

loans over the period was even greater, reflecting the higher price differential in the 

cost of private housing. By 2008, 27 percent of homeowners in Dublin were paying 

for mortgage loans between €300,000 and €400,000 and 21 percent for loans at and 

above €400,000.

However, it is only when the relative position of new entrants to homeownership is 

considered that the scale of the financial deepening and indebtedness of households 

begins to become apparent. The data presented in Figure 3.13 is for the years 2004 

to 2008 inclusive, commonly considered to be the 'bubble period' of house-price 

inflation in Ireland (nationally and for Dublin) and includes the peak period for all 

topographical housing sub-markets in 2007 before the price crash in 2008.

Lending agencies include banks, building societies and Irish local government authorities. Data 
used throughout Section 3.5 is compiled from CSO and DECLG Housing Statistics Database see: 
http ://v/ww.cso.ie/px/Doehle/Database/DoEHLG/Housine%20Statistics/Housine%20Statistics.asp
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Figure 3.13 Range of loans paid for all Irish housing by new entrants, national and Dublin, 1999-2008

http://www.cso.ie/px/Doehle/Database/DoEHLG/Housine%20Statistics/Housine%20Statistics.asp

The pattern of growing mortgage loans observed for all borrowers is generally 

repeated but the relative size of mortgage loans for all new entrants is significantly 

greater. In 2004, of the 33,561 new entrants to homeownership nationally, 24 

percent (8,054 households) were paying for mortgage loans between €100,000 and 

€150,000 and 34 percent (11,410 households) were making payments on mortgage
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loans between €150,000 and €200,000. In Dublin, the equivalent proportions for 

2004 were 21 and 36 percent respectively.

By peak prices in 2007, a significant increase in the size of loans used by new 

entrants to access private housing is observed. Nationally, of the 28,657 new 

entrants to homeownership in Ireland, 23 percent (6,591 households) were paying 

on mortgage loans between €200,000 and €250,000, and 41 percent (11,794 

households) were paying on mortgage loans above €250,000. Of these 4 percent 

(1,146 households) were paying on mortgage loans in excess of €400,000. By 2008, 

the number of new entrants had fallen to 18,255 households nationally; however 

the relative share of higher mortgage loans remained broadly similar to the pattern 

of 2007. In Dublin, 39 percent of new entrants to homeownership were paying on 

mortgages loans between €300,000 and €400,000 in 2007, falling to 29 percent in 

2008. For mortgage loans above €400,000 among new entrants in Dublin the 

proportion declined only marginally from 12 to 11 percent between 2007 and 2008.

Another notable change in the financialisation of Irish homeowners as they sought 

access to private housing included a very significant increase in the loan to value 

(LTV) ratio for all mortgages drawn down over the period 2004 to 2008. Higher LTVs 

were associated with new mortgage products that discounted and deferred 

payments and are particularly notable among new entrants to homeownership who 

availed of new mortgage products that combined discounted payments during the 

first few years of mortgage repayment with deferred payments that in effect 

rendered the mortgage a form of 'interest only loan'. New entrants to 

homeownership increasingly availed of LTVs at the highest rate available over the 

period to 2008. As Figure 3.14 illustrates, 6 percent of new entrants to 

homeownership (2,013 households) were borrowing at 100 percent LTV and above 

in 2004. By 2008, this had increased to 23 percent of all new entrants (4,267 

households). This was in contrast to former owner-occupiers who could afford to 

deleverage while either trading up or down. The proportion of former owner- 

occupiers borrowing at 70 percent LTV actually increased marginally from 2004 to 

2008. Nonetheless, a greater proportion of former owner-occupiers did also avail of
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LTV rates above 90 percent between 2004 and 2008, with 7 percent availing of 100 

percent LTV ratio mortgages in 2008.

Figure 3.14 Changes in mortgage loan to value for new entrants and former owner-occupiers, all
housing, national, 2004-2008

http://www.cso.ie/px/Doehlg/Database/DoEHLG/Housing%20Statistics/Housine%20Statistics.asp

A further notable 'financial deepening' was the extension of the mortgage maturity 

term that occurred especially for the years 2004-2008 where it is most starkly
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illustrated by the transformation in mortgage maturity terms among new entrants. 

As Figure 3.15 illustrates, in 2004 the majority of the 33,561 new entrant households 

were paying for mortgages with maturity terms below 30 years duration, with 35 

percent (11,746 households) paying for mortgages with terms below 25 years 

duration.

Figure 3.15 Changes in the average maturity term for new entrants and former owner-occupiers, al
housing, national, 2004-2008
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In sharp contrast, by 2008 a majority of the 18,255 new entrants to homeownership 

were paying for mortgages with maturity terms between 31 and 35 years duration 

(54 percent or 9,857 households) while just over one in ten was paying for a 

mortgage of greater than 35 years duration (11 percent or 2,008 households). The 

scale of this financial deepening among homeowners was further enlarged by a 

complementary period of equity withdrawal over the period to 2008.

3.6 Equity release and financial deepening among Irish homeowners

At the peak of Ireland's housing boom between 2005 and 2007, over one-third of all 

loans, accounting for 15 per cent of mortgage balances drawn-down, were housing 

equity withdrawal and represented some €5.5 billion of credit per annum over the 

period. During this period, one in ten homeowners withdrew equity, with the vast 

bulk of so-called 'top-up loans' being in the €15,000 to €150,000 bracket^^. Nearly 

one-quarter of all equity-release loans exceeded €150,000 in 2007 and this raised 

the average loan to €113,000. By 2010, the average value had fallen back to €60,000 

(Lydon and O'Hanlon, 2012). The majority of this credit supported debt 

rationalization and consumer expenditure. The rationalisation by homeowners of 

household debt, by swapping one form of debt for another also led to Irish 

households assuming more structured debt. Unsecured consumer debt was 

swapped for secured mortgage debt. Significantly, approximately 15 percent and 11 

percent of Irish equity release loans between 2005 and 2011 respectively accounted 

for investment by homeowners in buy-to-let and holiday homes (Lydon and 

O'Hanlon, 2012). This led to an increase in the value of equity withdrawn alongside 

growth in the proportion of 'interest-only' mortgage loans (see Figure 3.16). Interest 

only loans are associated with the Irish buy-to-let market in particular (Muldoon, 

2012) but were also purchased by homeowners for debt rationalisation. Table 3.3 

shows the value and volume of equity withdrawal loans over the period 2005 to 

2011.

“ A 'top-up' loan is defined as a further mortgage advance to an existing borrower which is issued to 
finance expenditure other than house purchase (Irish Banking Federation, 2011)
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Figure 3.16 Breakdown in mortgage market finance category for Irish housing, 1994-2012
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Source: Data compiled from CSO and DECLG Housing Statistics Database see: 
http://www.cso.ie/px/Doehle/Database/DoEHLG/Housine%20Statistics/Housine%20Statistics.aso

Table 3.3 The volume and value of Ireland's mortgage equity release 'top-up' loans

Year Volume As % of all loans Value €m As % of total
value

2005 64,821 32 4,717 14
2006 66,598 33 6,039 15
2007 47,967 30 4,684 14
2008 35,315 32 3,253 14
2009 14,947 33 1,123 14
2010 6,631 24 493 10
2011 2,005 14 195 8
Total 238,284 31% €20,504m 14%

Source: Irish Banking Federation (IBF) Mortgage Market Profile, various years, see 
http://www.ibf.ie/ens/publications/research/researchlatest.asox

By the peak of the house-price boom in 2007, increased household debt was 

commonplace among recently incorporated and established homeowners. This can 

be illustrated by examining households' liabilities as a percentage of their disposable 

income over the period (known as their leverage ratio and considered to constitute a 

key indicator of household debt sustainability). This grew rapidly in Ireland during 

the period of easily available credit so that it was double the Euro-area average by 

the end of 2006. As credit expanded, new institutional lenders entered the Irish
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housing market, most notably subsidiaries of UK, Dutch and German banks^^. The 

chart in Figure 3.17 clearly illustrates how the bulk of growth in Irish households' 

liabilities over the period was due to increased levels of mortgage debt.

Figure 3.17 Growth in Irish household liabilities, €m, 2003-2012
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Source; Data compiled from Central Bank of Ireland (CBI), Credit Money and Banking Statistics, various years, see 
http://www.centralbank.ie/POLSTATS/STATS/CMAB/Paees/Monev%20and%20Banking.aspx

Irish households' participation in and distribution of income from mortgage equity 

withdrawal deepened Irish social inequality between low-income renters (private 

and social) and all homeowners, as well as among low and higher-income 

homeowners. While debt rationalization was prudently applied among homeowners, 

a majority relied on equity release as income and adjusted consumption and 

expenditure accordingly. This financial deepening simultaneously increased the risks 

of homeownership and resulted in greater numbers of hugely over-indebted 

households. It also ensured the character of Irish homeownership became further 

fragmented and differentiated on the basis of changing credit-risk scores among 

homeowners that accompanied the segmentation of homeowners into prime and

By the end of Q3, 2011 a total of €27 billion of liabilities in the form of securitised mortgages was 
held with non-Irish credit institutions. Some mortgage lenders left Ireland in the post-boom period, 
for example Bank of Scotland (Ireland) departed in 2010 after establishing an Irish mortgage loan 
book of €10 billion from the mid-2000s (CBI, 2012a).
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subprime borrowers. As the period of Ireland's property crash ensued from 2008, 

the housing-wealth effect that had prevailed until then reversed. This led to a 

change in behaviour as Irish households sought to deleverage by paying down as 

much of their aggregate household debt as could be afforded. Consequently, the 

Irish household debt to disposable income ratio decreased from its peak of 223.9 

percent at Q4, 2009 to 211.3 percent at Q3, 2011^^. Since then, the increased savings 

rate among Irish households is being reinforced by a poor outlook for disposable 

incomes and uncertainty related to job prospects and insecurity. It has also 

contributed to the collapse in aggregate domestic demand.

3.7 The impact of the global financial crisis (GFC) on Ireland's economy and

households

The impact of the GFC on Ireland has been, and remains severe. Arising from its 

property crash and resulting banking crisis, the Irish economy has shrunk each year 

since its boom-time peak in 2007 and remains in an overall recessionary position. 

This remains the case in 2013 despite short periods of modest economic growth and 

recovery recorded over quarterly periods since then. Recessionary impacts, as 

measured by established macro-economic and social indicators, starkly illustrate the 

severity of the position^^. Between 2007 and 2011, total income generated by 

Ireland's economy fell by 15 percent in terms of GDP^^ and 22 percent for GNP. 

General consumption in the economy fell 13 percent from €92.7 billion to €81.3 

billion, while private and public investment combined had declined by a massive 66

This debt deleveraging is recorded in national accounting terms as household savings, but given the 
high levels of mortgage debt in Ireland it is likely that deposit growth and inflow into the domestic 
banking sector will remain limited, thereby contributing to the continuing contraction of credit. 
Nonetheless, while the annual rate of growth in deposits declines, the value of deposits in Irish credit 
institutions has grown steadily from €79.2 billion in Ql, 2008 to €86.8 billion in Q2, 2012 (Central 
Bank of Ireland, 2012b).

Unless otherwise stated, data referred to here is compiled from the following sources: CSO 
Quarterly National Accounts; CSO National Income and Expenditure; CSO Quarterly Household 
Survey; CSO Population and Migration Estimates; CSO Earnings and Labour Costs; CSO Consumer Price 
index; CSO SILC report 2010; Department of Finance Budget 2012; Central Bank of Ireland Macro- 
Financial Review, March 2012; IMF Country report June 2012 and the Eurostat online database.

The cumulative nominal decline in Ireland's GDP from its peak in Q3 2007 to Q3 in 2010 was 21 
percent, and ranks Ireland as among the worst affected countries in terms of output performance 
during this period (Lane and Milesi-Ferritti, 2010).
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percent from €48.3 billion to €16.1 billion. Current spending by government declined 

from a peak of €30.4 billion in 2008 to €25.4 billion in 2011; a downward adjustment 

of over 16 percent.

The impact of the prolonged recession on Ireland's public finances is equally severe. 

Growing unemployment and declining revenues from taxation mean the general 

government's budgetary balance has deteriorated significantly from a surplus of €0.1 

billion in 2007 to a deficit of-€20.5 billion in 2011. In parallel, the costs of 

recapitalising the Irish banks has seen general government debt rise from €47.4 

billion in 2007 to €169.3 billion in 2011. This has resulted in general government 

debt as a percentage of GDP rising from 24.9 percent in 2007 to 108.2 percent in 

2011. Significantly, and unlike previous recessionary eras in Ireland (e.g. the 1980s), 

there has been no increased inflation sufficient to reduce the real value of debt. 

Figure 3.18 shows the continuing impact of the state's support to the Irish banking 

sector on Ireland's general government debt. The cost of supporting the Irish 

banking system has continued to increase annually since the original bank guarantee 

in 2008.

Figure 3.18 Impact of state support to banking sector on Irish General Government debt

2004 05 06 07

Source: Central Bank of Ireland.
Notes: Support includes capital injections (including promissory notes, 
ordinary shares and preference shares) and associated interest payments.

Source: Extracted from Central Bank of Ireland, 2012b
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It is only in the area of exports that some positive indicators are found. After three 

consecutive years of decline, Ireland's real GDP grew 1.4 percent year on year (y/y) 

in 2011. Growth relied exclusively on exports of an 'acyclical composition' (i.e. 

chemical, pharmaceutical and computer services) accounting for more than half the 

value of exports. However, recovery in Irish export-led growth is impacted by 

external developments in export markets, particularly the UK, EU and US markets 

where economic growth remains weak. Forecasts for expected growth in 2013 in 

Ireland's major export markets have been revised down (O'Brien and Scally, 2012). 

This poses an additional challenge for long-term sovereign debt sustainability 

(Central Bank of Ireland, 2012c).

In contrast to export growth, Irish domestic demand declined from €171.1 billion to 

€123 billion (a 28 percent reduction) over the period 2007 to 2011. While broadly 

based, the decline in domestic demand has been led by fixed investment and capital 

formation, particularly in construction. Domestic demand contracted further in 2011 

by 3.7 percent y/y and is expected to remain subdued over coming years. Figure 3.19 

illustrates these trends in more detail.

Figure 3.19 Sources of domestic GDP growth in Ireland
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Source: Extracted from Central Bank of Ireland, 2012b
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A combination of domestic and external uncertainties, together with credit supply 

constraints and fears over job prospects, are attributed as the causes of the decline 

in domestic demand (Central Bank of Ireland, 2012b; International Monetary Fund, 

2012). Domestic 'uncertainties' are taken here to refer to negatives changes in 

earnings and net disposable income, the cost of servicing debt burdens, interest rate 

volatility (particularly for consumer credit and rising variable APR rates for mortgage 

finance), the general cost of living and overall job security and prospects. External 

uncertainties are taken here to refer to the ongoing Euro-area debt crisis, the costs 

of Ireland's official funding programme and whether aspects of the banking debts 

covered by the Irish state's bailout can be renegotiated and written down. Additional 

uncertainty arises from the impact of economic austerity programmes on Ireland's 

export markets (notably in the UK and USA) but also in the Euro-area. Since the 

onset of the Euro-area debt crisis, uncertainties among households regarding their 

financial situation and ability to save over the next 12 months, the general economic 

situation over the next 12 months and in terms of their overall general consumer 

confidence, have continued to deteriorate, while expectations of facing a period of 

unemployment are rising among consumers in 2012 (see Figure 3.20).

Figure 3.20 Trends in European Central Bank consumer survey findings, Aug 1997 to Aug 2012

Source: Data compiled from European Central Bank (ECB) Statistical Data Warehouse 
htto://sdw.ecb.euroDa.eu/browse.do?node=1478
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Irish domestic uncertainty is certainly justified. Between 2008 and 2010, average 

household disposable income in Ireland declined 11.6 percent, falling back to 2006 

levels. Unemployment rose from 4.6 percent in 2007 to 14.9 percent in July 2012 

(considerably higher than EU15 or EU27 averages, see Table 3.4).

Table 3.4 Rates of unemployment in the EU, April 2012

Country Rate of Unemployment 
(%)

Country Rate of
Unemployment (%)

Spain 25.1 Poland 10.0
Greece 24.4 Slovenia 8.1
Latvia 15.9 UK 8.1
Portugal 15.7 Denmark 7.9
Ireland 14.9 Finland 7.6
Slovakia 14.0 Sweden 7.5
Lithuania 13.0 Belgium 7.2
Bulgaria 12.4 Romania 7.0
Cyprus 10.9 Czech Republic 6.6
Hungary 10.8 Malta 6.3
Italy 10.7 Germany 5.5
EU 15 10.6 Luxembourg 5.5
EU 27 10.4 Netherlands 5.3
France 10.3 Austria 4.5
Estonia 10.1
Source: Eurostat online database: httD://eDD.eurostat.ec.euroDe.eu

Rates of long-term unemployment in Ireland (i.e. greater than six months) have risen 

sharply over this period from 30 percent in 2007 to account for almost two-thirds 

(65 percent) of all unemployed persons in 2012. In addition, the rate of 

unemployment for persons under the age of 25 years is, on average, over twice the 

rate for all persons in the Irish labour force. Changes in employment trends by sector 

in the Irish economy illustrate just how destructive the property boom-bust cycle has 

been, particularly for persons engaged in less secure and more precarious 

employment. Approximately three out of five construction jobs were lost over the 

period Q4, 2007 to Ql, 2012. Only three sectors in the Irish economy have either 

maintained or increased employment over this period, namely information and 

communication, education, and human health and social work activities. 

Notwithstanding the loss of over 55,000 jobs since the peak of the boom (Q4, 2007),
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the wholesale and retail sector has remained the largest employment sector in 

Ireland in 2012 (see Table 3.5).

Table 3.5 Changes in sectoral employment in Ireland's economy

Employment Sector Employment 
(Q4, 2007) 

'000s

Employment 
(Q2, 2012) 

'000s

Change
(%)

Administrative and support service activities 82.0 59.6 -27,3
Information and communication 70.8 76.2 +7.6
Agriculture, forestry and fishing 114.2 85.9 -24.7
Transportation and storage 98.0 89.6 -8.5
Financial, insurance and real estate activities 103.8 96.1 -7.4
Professional, scientific and technical activities 112.9 96.9 -14.3
Other NACE activities 101.4 98.4 -2.9
Pubic admin and defence; compulsory social security 103.5 99.1 -4.2
Construction 261.9 99.3 -62.0
Accommodation and food service activities 133.5 114.5 +0.8
Education 138.0 143.0 +3.6
Industry 284.1 230.2 -18.9
Human health and social work activities 220.9 237.0 +7.2
Wholesale and retail trade: repair of motor vehicles 313.8 258.1 -17.7
Total 2138.8 1783.9 -16.5
Source: CSO (Sept, 2012), Quarterly National Household Survey, Table 3a, Dublin, Stationary Office.

Growing unemployment has been accompanied by a reversal in recent Irish 

migration patterns. In 2007 and 2008, net migration into Ireland comprised 67,300 

and 38,500 households respectively. In 2009, net emigration amounted to 7,800 

households. By 2010 and 2011, net emigration rates rose to 34,500 and 34,100 

households respectively, levels associated with previous eras of economic decline 

and stagnation in Ireland (e.g. the 1980s). There are strong links between nationality, 

unemployment and residence in Ireland that suggest processes of sectoral 

unemployment clustering and residential clustering are well underway (Barrett and 

Kelly, 2012; Gilmartin, 2012).

This implies the likely future emergence in Ireland of a distinct spatial distribution of 

mortgage arrears among migrant nationals newly incorporated into Irish 

homeownership who have suffered the income shock of unemployment. The impact 

of unemployment among homeowners is confirmed by the Irish Census 2011 

findings that one in 12 households (8.7 percent) with a mortgage is headed by a
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person not in employment (50,792 households). This is a significant rise on the 

Census 2006 findings of 2.4 percent and 14,757 households (CSO, 2012a).

Another important feature of recessionary impacts are the changes in Ireland's 

inequality and poverty rates, most notably from 2009 when previous trends in 

income distribution were reversed. Between 2009 and 2010, there was a marked 

increase in income inequality in Ireland with the top income quintile increasing from

4.3 to 5.5 times that of the bottom quintile, while the Gini coefficient increased from

29.3 to 33.9^^ (CSO, 2012b). In Ireland, a 'relative-income poverty rate' is used to 

determine households 'at risk of poverty' and the income threshold is calculated as 

60 percent of median disposable income, while being in 'consistent poverty' is 

determined as being at risk of poverty and missing one or more of 11 indicators used 

to measure deprivation^^. Table 3.6 below illustrates the impact of the economic 

downturn on poverty and deprivation in Ireland.

Table 3.6 Poverty and deprivation rates as a percentage of the Irish population, 2004-2010

2004
%

2005
%

2006
%

2007
%

2008
%

2009
%

2010
%

At risk of poverty 19.4 18.5 17 16.5 14.4 14.1 15.8
Deprivation 14.2 14.9 13.8 11.8 13.8 17.1 22.5
Consistent Poverty 6.6 7 6.5 5.1 4.2 5.5 6.2

Source: CSO, 2012b

The relative income poverty position in Ireland had been improving from 2006 to 

2009. However, in 2010, the rate increased to 15.8 percent, despite the fact that the 

60 percent median disposable income threshold declined 10 percent (from €12,046 

to €10,831), in line with the overall declines in income. Deprivation had declined to

1* The Gini coefficient is an index ranging from 0 to 100 where 0 represents a perfectly equal 
distribution of income and 100 represents a perfectly unequal distribution (i.e. all the income is 
received by one individual).

These are (1) without heating at some stage in the last year (2) unable to afford a morning, 
afternoon or evening out in the last fortnight (3) unable to afford two pairs of strong shoes (4) unable 
to afford a roast once a week (5) unable to afford a meal with meat, chicken or fish every second day; 
(6) unable to afford new (not-second hand) clothes (7) unable to afford a warm waterproof coat (8) 
unable to afford to keep the home adequately warm (9) unable to afford to replace any worn out 
furniture (10) unable to afford to have family or friends for a drink or meal once a month (11) unable 
to afford to buy presents for family or friends at least once a year.
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11.8 percent by 2007 but as recessionary impacted households forego basic material 

items, deprivation rates subsequently increased to 22.5 percent of all households in 

2010. Between 2009 and 2010, the increase in deprivation was highest among 

households not at risk of relative-income poverty. The overall consistent poverty 

rate fell between 2005 and 2008 but has since risen to 6.2 percent of all households 

in 2010. Irish SILC Data on the impact of the GFC on the income and living conditions 

of Irish homeowners is presented in Chapter 5.

3.8 The impact of the global credit contraction on Ireland's economy and households

The impact in Ireland of the global contraction in credit that followed the GFC (the 

so-called 'credit crunch') is best illustrated by the significant reduction in mortgage 

finance and credit for house purchase that tracked the overall decline in Irish house 

prices from their peak in 2007. In Ql, 2008 Irish households borrowed €125 billion 

for house purchase, the majority of it at variable rates of interest (€94.7 billion or 75 

percent). Additionally, Irish households borrowed €5.8 billion for investment 

purposes and €18.7 billion for 'other purposes'. By Q2, 2012 the balance outstanding 

of loans advanced for house purchase had fallen dramatically to €80 billion. Again 

the overwhelming majority (87.5 percent) of this finance was borrowed at variable 

rates, amounting to €70 billion, however, tracker variable rates account for nearly 49 

percent of the outstanding balances. Borrowing for investment purposes and for 

other purposes fell to €2.7 billion and €15.1 billion respectively (CBI, 2012). Figure 

3.21 illustrates these trends by showing the annual percentage rates of growth in 

credit advanced for house purchase and other purposes.

Most credit advanced as mortgage capital was used for the purchase of primary 

residences as homes. However, a substantial 'Buy-to-Let' market also became 

established in Ireland over the period, growing to represent approximately one third 

of all credit advanced for house purchase at the peak of the boom. Since then, and 

despite the overall decline in credit being advanced, borrowing for Buy-to-Let 

investment remains a substantial proportion of the overall sum of credit advanced 

(see Figure 3.22).
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Source: Data compiled from Central Bank of Ireland (CBI), Credit Money and Banking Statistics, various years, see 
http://www.centralbank.ie/POLSTATS/STATS/CMAB/Paees/Money%20and%20Bankine.aspx

Figure 3.22 Breakdown of credit advanced to purchase principal residences, 
buy-to-let properties and holiday/ second homes in Ireland, 2004-2012

Q2'04 Q2'05 Q2'06 Q2'07 Q2'08 Q2’09 Q2'10

■ Principal Residence ■ Buy to Let Holiday/Second Home

Q2'll Q2'12

Source: Data compiled from Central Bank of Ireland (CBI), Credit Money and Banking Statistics, various years, see 
http://www.centralbank.ie/POLSTATS/STATS/CMAB/Pages/Monev%20and%20Banking.aspx

A decline in the annual rate of growth of credit advanced to households for house 

purchase continued into 2012. While a total of 3,225 new mortgages (to the value of 

€534m) were issued during the second quarter of 2012 (an increase of 22 percent on 

Ql, 2012), the year-on-year trend shows a 9.2 percent decline in the total number of 

mortgages issued in the first half of 2012 (IBF/ PWC, 2012).
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Ireland's experience is only one element of the global contraction in credit that has 

been underway since the GFC began. Figure 3.23 illustrates the trajectory of change 

in the growth rates of Euro-area credit by tracking the annual percentage changes in 

credit advanced to households in the form of finance for house purchase and for 

other, generally unsecured, consumption. It shows how the credit bubble which 

emerged in the 2000s peaked around 2006 prior to a dramatic decline as the great 

disruption in global financial accumulation that began in the US subprime mortgage 

market in December 2006 led to the financial meltdown of 2008 and continued into 

2009. A recovery to positive annual credit growth rates across the Euro-area 

occurred in 2010. Flowever, it was short lived. From mid-2011, credit growth 

indicators turned negative again and fell back to 2008 levels. This can be attributed 

mainly to the banking and subsequent sovereign-debt crises that followed the 

financial crisis in countries including Ireland, Spain, Greece, Portugal and Italy. In 

addition to the Euro-area debt crisis, post-2008 economic growth rates in the EU27 

and across the Euro-area 17 countries declined and produced a so-called 'double dip' 

recession among key advanced economies which comprise important export 

markets for Ireland (i.e. the UK).

Figure 3.23 Annual percentage change in credit advanced to households in the
euro area, 2004-2012

Source: Data compiled from European Central Bank (ECB) Statistical Data Warehouse 
httD://sdw.ecb.europa.eu/browse.do?node=1478
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3.9 The GFC and Ireland's mortgage arrears debacle under the EC/ECB/IMF official

funding programme

Missed mortgage payments, default rates and mortgage arrears for residential 

property in Ireland have risen steadily since the onset of the GFC and Ireland's 

financial and banking crisis and showed no signs of abating in 2013. Importantly, a 

major data deficit on the extent of default, arrears and impairment in Ireland's 

residential mortgage market existed throughout the boom period. This was 

addressed by the publication of macro-scale data by the Irish Financial Regulator and 

Central Bank of Ireland from Q3, 2009 that accompanied a revised Code of Conduct 

on Mortgage Arrears (CCMA)^®. Figure 3.24 below illustrates the growth in Irish 

residential mortgage arrears for principal private residences since 2009, where 

accounts were more than 90 and 180 consecutive days in arrears.

Source: Central Bank of Ireland, Mortgage Arrears Statistics, various years, see 
http://www.centralbank.ie/poistats/stats/mortgaBearrears/Pages/releases.aspx

In September 2009, the number of Irish residential mortgages for principal private 

residences (PPR) in arrears for over 90 consecutive days stood at 26,271 accounts, or 

3.3 percent of all outstanding residential mortgage arrears loans. The value of

18 The CCMA issued in February 2009 was a voluntary (i.e. non-statutory) regulatory code issued 
under s.ll7 of the Central Bank of Ireland Act, 1989. Data on residential mortgage arrears on buy-to- 
let properties was released by the Central Bank of Ireland for the first time in December 2012.
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accrued arrears was €354.4m and the balance outstanding (or book value) for these 

mortgages stood at €4,827.6m. In less than 3 years, the number of accounts in 

arrears of more than 90 consecutive days had more than trebled, rising to 83,251 

accounts, or 11 percent of all mortgages by June 2012. The value of arrears accrued 

had also trebled to €l,439m, while the balance outstanding for these mortgages 

increased over three fold to €16,479.47m. In addition to the rapid increase in 

mortgage arrears on principal private residences since 2009, by Q2, 2012 over 

84,941 defaulting households have had their mortgage restructured under 

forbearance arrangements with their lender. Mortgage restructuring includes a 

range of different forbearance arrangements including reducing monthly mortgage 

repayments to interest only payments and other forms of reduced payment which 

are either above or below the annualised percentage rate of interest (APR) charged 

on the mortgage. Other options include extending the maturity term of the 

mortgage, capitalising the arrears (by adding them to the principal mortgage debt), 

actual payment moratoria for given periods of time or a hybrid combination of two 

or more of these options.

These forbearance arrangements are a result of government-directed policy to 

introduce a formal Mortgage Arrears Resolution Process (MARP) under the terms of 

the current recapitalization of the Irish banks. The MARP emerged as part of Irish 

state policy development on mortgage arrears that has continued to rise in priority 

since the publication of a Joint Oireachtas Committee on Social Affairs second report 

on high levels of indebtedness in Irish society (issued in February 2010). A summary 

of Joint Oireachtas Committee's main recommendations is set out in Box 3.1 below.
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Box 3.1 Summary of recommendations of Joint Oireachtas Committee on Social Affairs Report on 
High Levels of Indebtedness in Irish Society (2009)

1. Revise and re-introduce the CCMA as a Statutory Instrument;
2. A 12-month moratorium on repossession should be extended to all lending 

institutions;
3. Examine the possibility of extending repossession moratoria to 24-months;
4. Lenders should engage in pre-emptive contact with borrowers who might fall into 

difficulty;
5. Lenders should provide information in writing on their website to assist customers in 

arrears as well as advising them in writing of the existence of the CCMA and consulting 

with MABS;
6. Alternative payment proposals should be explored;
7. The Department for Social and Family Affairs should collate data in relation to 

approvals and refusals for MIS;
8. MIS recipients should notify their lenders that there are in receipt of this payment;
9. Increased emphasis should be place by Lenders on debt prevention and practical 

resolution.

Immediately afterwards (in February 2010), the Irish government established an 

Expert Group on Mortgage Arrears and Personal Debt^®. The following were included 

in the terms of reference for the Expert Group.

• Make recommendations to improve the situation for families with mortgage 
arrears and personal debt;

• Bring together the latest information held in relation to mortgage arrears and 
personal debt;

• Make recommendations to the Irish Financial Regulator regarding the CCMA;
• Submit observations and recommendations to the Review of the Operational 

Protocol between the IBF and MABS; and
• Examine state support schemes and make recommendations having regard to 

such systems in other jurisdictions.

The Expert Group developed a lengthy list of recommendations both in its Interim 

Report (published July 2010) and its Final Report (published November 2010). Box

The group was chaired by Hugh Cooney from KPMG and included representatives from a number of 
government departments, the Irish Banking Federation, the Economic and Social Research Institute 
and Free Legal Advice Centres.
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3.2 provides an overview of the relevant main recommendations.

Box 3.2 Summary of relevant recommendations made by the Expert Group on Mortgage
Arrears and Personal Debt, (2010)

1. A number of amendments were recommended to the operation of the CCMA and, in 
particular, that these should be admissible in legal proceedings related a court repossession 
of the family home. They included specific recommendations regarding communications 
including targeting communication towards those 'at risk' of mortgage arrears and the 
development of dedicated information on arrears procedures both to be made available 
online and within institutions.

2. There should be a one-year moratorium on court proceedings leading to repossession 
(from November 2010) and that this should not be extended thereafter but should be 
extended to Credit Unions and local housing authorities.

3. A Mortgage Arrears Resolution Process (MARP) should be developed and implemented by 
lenders and should include clear steps with regard to forbearance arrangements and 
mortgage restructuring based on a Standard Financial Statement (SFS) that is declared 
between the mortgage provider and borrowers, and that the SFS become a statutory 
requirement for all mortgage providers.

4. A revision of the terms under which Social Welfare Mortgage Interest Supplement (MIS) is 
and is not paid be undertaken and new guidance issued.

5. That mortgage lenders introduce a Deferred Interest Scheme (DIS) to allow borrowers to 
defer a portion of their interest payment for up to 5 years.

6. A recommendation against the introduction of flexible tenure arrangements (i.e. a 
Mortgage to Rent Scheme)

The totality of recommendations can be characterised as a combination of 'extend 

and pretend, delay and pray' approaches to the effective resolution of Ireland's 

mortgage arrears crisis. Significantly, on the basis of costs arising to the Irish 

Exchequer, the Expert Group recommended against any form of debt forgiveness or 

write-down for distressed borrowers with unsustainable mortgages and well as 

against the introduction of a mortgage-rescue scheme or increased tenure flexibility 

whereby homeowners with financially unsustainable mortgages transfer title (and 

the mortgage balance, including arrears) to a local housing authority and become its 

tenant^°. These recommendations were challenged by civil-society actors who

Somewhat contradictively, the Expert Group did recommend that households facing court 
possession of their family home could apply for a social housing assessment prior to the execution of 
the possession order and where voluntary surrender occurred the household could seek to reside in 
the property with the execution order for possession deferred 'for a specified maximum period' until 
the local housing authority had secured alternative accommodation for the household.
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contrasted the massive cost of the Irish government's recapitalisation of the Irish 

banking sector with that of intervention for households with mortgage arrears. The 

irony was not lost on many.

By December 2010 a revised CCMA had been published and was commenced in 

January 2011. The MARP process was also established and began implementation as 

part of the revised CCMA^^. Following the general election in 2011, a new coalition 

government established an Inter-Departmental Mortgage Arrears Working Group, 

chaired by the Department of Finance. This Working Group was set the task of 

focusing on the issues of mortgage arrears in greater depth and the following were 

included in its overall terms of reference:

Assess the extent to which the recommendations of the Expert Group have 
been implemented with regard to CCMA and MARP;
Determine the extent to which the DIS has been implemented and assess the 
criteria of same;
Consider the concept of 'trade down mortgages' in collaboration with the Irish 
banking industry (including the Central Bank of Ireland) and address any 
implementation issues;
Consider increasing mortgage interest relief and an 'appropriate target cohort 
of individuals' for such a relief, the costs of same and the benefits to those in 
difficulty;
Consider options for those in mortgage difficulties including a mortgage to 
rent scheme; a principal modification scheme; the benefits of relief options to 
reduce or remove negative equity burden;
Consider the status of and further changes to the Social Welfare Mortgage 
Interest Scheme (MIS).

The MARP contains required actions under five steps: (i) communication (ii) financial information 
(iii) assessment (iv) resolution (v) appeals. A summary overview of the details of the MARP is set out 
in Appendix 1.
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The Inter-Departmental Working Group's report was published in September 2011. 

Its main recommendations are summarised in Box 3.3 below.

Box 3.3 Summary of recommendations of the Inter-Departmental Working Group on
Mortgage Arrears, (2011)

1. The guiding principles for policy development on this issue is that 'those who can 
pay, must pay', and that while there will be no automatic entitlement to any 
particular arrangements that may resolve the issue, the emphasis must remain on 
minimizing the court repossession of the family home by the mortgage provider.

2. Continue to develop a range of practical solutions over time and based on a case- 
by- case approach to mortgage arrears management being implemented by Irish 
banks

3. Develop and use an industry-wide 'decision tree' model to assess the most 
effective available approach;

4. Debt forgiveness is not recommended.
5. Curtail eligibility for Social Welfare MIS on the basis that the supplement is not to 

be relied upon as a long-term support and should be replaced by a more 
sustainable option.

6. Establish a state sponsored mortgage to rent scheme for Approved Housing Bodies 
and Mortgage Providers using leasing arrangements

7. Reform Ireland's debt settlement, personal insolvency arrangements and 
bankruptcy legislation to allow mortgage arrears to be included.

This overall incremental approach to Irish state policy development in this area is 

being directed under the terms of the official programme funding arrangements 

between the Irish state and the EC/ECB/IMF (the so-called 'trokia'). In a joint 

statement issued as part of their ongoing review and oversight of the Irish 

government's implementation of the agreed 'economic programme', the 

EC/ECB/IMF troika noted how 'intensified efforts are required to deal decisively with 

mortgage arrears and further reduce bank operating costs'. Furthermore, while 

welcoming the introduction of parliamentary Bill to reform Ireland's personal 

insolvency framework, the statement also noted how 'for this essential reform to 

succeed, a careful balance should be struck that addresses borrower's financial 

distress and protects the family home while also reinforcing debt service discipline' 

(EC/ECB/IMF, 2012a, own emphasis). By the end of 2012, the IMF confirmed that 

Irish authorities were making mortgage arrear a 'top priority' for banks and that a 

range of arrears resolution strategies were being piloted with a small set of
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borrowers. These are detailed in Table 3.7 below.

Table 3.7 Long-term 'mortgage resolution options' agreed under EC/ECB/IMF economic programme
for Ireland

Option Summary of terms

Split Mortgage The original mortgage is divided into a part that continues to be serviced in 
full and a warehoused part that falls due at a later time

Mortgage-to-
rent

The lender of a housing authority acquires ownership of the property and 
rents it back to the former owner

Trade down The mortgage borrower dells the property and purchases another at a 
lower price, and is allowed to transfer negative equity to the new property

Voluntary sale Mortgage borrower and lender agree to sell the property with an 
agreement regarding the treatment of any shortfall to the loan amount

Source: IMF (2012c)

The CBI is now engaged in a process of bank supervision on progress to resolve 

mortgage arrears that will include setting quarterly targets and publishing aggregate 

key indicators including re-default rates on restructured mortgages. Furthermore, 

under the EC/EEC/IMF economic programme, the Irish Central Bank will 'ensure 

prudent provisioning for restructuring' and 'appropriate prudential treatment of 

loan modifications, including the warehoused tranche of a split mortgage' (IMF, 

2012c: 18). It will also review the operation of the revised CCMA in light of the 

longer-term loan modifications due to be rolled out alongside the new personal 

insolvency legislation in 2013 and will report on progress in addressing mortgage 

arrears resolution in July 2013. Ireland's mortgage arrears debacle is now a proposed 

'structural benchmark' for the EC/ECB/IMF economic programme and will a key topic 

for the planned eleventh review later in 2013. Commenting on Irish policy 

developments that aim to shift away from short- to long-term forbearance and 

toward so-called 'durable solutions' ahead of the full enactment of the new personal 

insolvency legislation and a reform of legislation in relation to home repossession 

due by March 2013, the IMF noted how 'the personal insolvency reform being 

adopted should facilitate out-of-court resolution of household debt distress, 

especially if complemented by a well functioning repossession process to help
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maintain debt service discipline and underpin banks' willingness to lend' (IMF, 

2012b, own emphasis). Data on the experience of mortgage arrears and extended 

forbearance arrangements (among other issues) is presented in Chapters 7, 8 and 9.

Notwithstanding policy and legislative change, Irish Central Bank data to date on 

mortgage arrears and forbearance arrangements under the MARP confirms that 

over half (52 percent) of the restructured mortgage accounts involving principal 

private residences remained in arrears in June 2012. Figure 3.25 illustrates the trend 

in the balance outstanding (€m) for all restructured residential mortgages for 

principal private dwellings by type since their introduction under the MARP in Q4, 

2010.

Figure 3.25 Balance outstanding (€m) of all restructured Irish residential mortgages by type (principal
private residences only) Q4'10 to Q1'12

Q4'10
■ Interest only
■ Term extension
.. Hybrid (C'ation+%only)

Ql'll Q2'll Q3'll
■ Reduced payment (> APR%)
■ Arrears capitalised

Q4'll Q1'12
. Reduced payment (<APR%)
I Payment moratorium

Source: Central Bank of Ireland, Mortgage Arrears Statistics, various years, see 
http://www.centralbank.ie/polstats/stats/mortgagearrears/Pages/releases.aspx

It is notable how a combination of interest only payments with reduced payments 

(either less or greater than the APR interest rate charged on the loan) account for 

the majority of restructuring options, followed by the capitalisation of arrears onto 

the mortgage principal. The highly extended maturity periods for loans noted earlier 

ensures term extension options exist for fewer households with restructured 

mortgages. Also notable is the persistence of full payment moratoriums as a
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restructuring option. It is increasingly likely that such mortgages will be considered 

unsustainable as a result. The impact of mortgage restructuring under the MARP on 

the manner in which Irish lending institutions are classifying their debt impairments 

has allowed Irish banks to present the growth in early stage mortgage arrears on 

their balance sheets as having slowed in 2012. Figure 3.26 shows how the proportion 

of impaired debt accounted for by mortgage arrears in 2012 reduced from 2011 as a 

result of MARP restructuring arrangements.

Figure 3.26 Domestic Irish banks' flow of impairment as a percentage of outstanding lending

per cent 
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Source: Central Bank of Ireland, 2012c

Notably, later-stage arrears continued to rise in 2012 so that the number of accounts 

for principal residential mortgages (i.e. not including 'buy-to-let' mortgages) in 

arrears greater than 180 days at end of Q3, 2012 was 67,401, a quarter-on-quarter 

increase of 8.2 percent. New data collated in Q3, 2012 found that 19,451 Irish 

households were in arrears of more than 720 days past due (i.e. approximately two 

years) (Central Bank of Ireland, 2012e). A major data deficit relates to the absence of 

up-to-date and accurate information on the actual income position of households in 

arrears and what has happened to household income over the period since initial 

default and entry into a MARP arrangement^^. Consequently, a nationally

The data deficit on the real-time income position of households with so-called distressed mortgages 
who a re approaching default or actually in arrears was recognised as a serious problem for the 
effective application of forbearance arrangements at the Central Bank of Ireland conference 'The Irish
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representative survey of the Irish mortgage market based on a sample of 2,000 

households was commissioned by the Irish Central Bank in Ql, 2012. Limited 

preliminary survey results have been made available (see Central Bank of Ireland, 

2012c: 16). The survey found that in 7 percent of mortgaged households at least one 

of the people currently responsible for paying the mortgage is unemployed, while a 

further 12 percent of households have a person contracted to contribute to 

mortgage repayments who is not participating in the labour force.

However, among households in arrears, 68 percent are currently employed. This is a 

significant finding that illustrates the vulnerability of households in paid employment 

to high levels of housing stress where mortgage repayment costs as a proportion of 

net income are high^^. Significantly, the CBI survey data allowed for the calculation 

of a ratio of monthly mortgage repayments to gross household income (MRTI) in the 

sample. The MRTI ratio is commonly used by regulatory financial institutions such as 

the European Central Bank to assess what is termed the 'financial health' of 

households^'' (Geogarakos et al, 2010). Previously, McCarthy and McQuinn (2010), 

using data from the EU wide Survey on Income and Living Conditions (SILC) on Irish 

household disposable income and mortgage repayments in 2007, calculated a MRTI 

ratio and examined its distribution across both household and mortgage 

characteristics for Irish homeowners^^. Their analysis of so-called 'mortgage 

affordability' found that more highly leveraged households tend to have heads of 

households who are younger, more often female and more highly educated than 

heads in households with lower mortgage burdens. More highly leveraged 

households also more often tend to be based in urban locations, have purchased 

their mortgage since 2000 and face a longer mortgage maturity term than

Mortgage Market in Context' held in Dublin on 13 October 2011. The IMF note that Ireland's Central 
Bank is analyzing a survey of households with mortgages, as well as Standardised Financial 
Statements (SFS) and is due to publish a first set of results in Ql, 2013.

Data on the extent of housing stress using this measure is presented for this study's population in 
Chapter 7
2‘*This ratio is different to the measure of 'burdensome' housing costs used by Eurostat. Different 
approaches to the measurement of housing stress are discussed in Chapter 4, while data on the 
Eurostat measure of 'burdensome' housing costs is presented in Chapter 5.
25 There were 5,608 households (13,691 individuals) surveyed by the CSO for the SILC in 2007. 
Approximately 80 percent of these households are owner-occupiers, with mortgaged households 
representing over one quarter of the sample.
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households with a lower mortgage burden (McCarthy and McQuinn, 2010). 

Elsewhere, Kelly (2011) examined default probabilities for Irish mortgages when 

conditioned on so-called 'loan vintage' and found that mortgage loans originating 

between 2004 and 2006 are most likely to default.

Preliminary 2012 CBI mortgage market survey findings show that borrowers with 

greater than 90 days mortgage arrears have higher MRTI ratios relative to those not 

in arrears (see Figure 3.27). While some homeowners in arrears have low MRTI 

ratios, preliminary survey findings also note how a majority of these borrowers have 

other unsecured consumer debt outstanding. In other words, the outstanding 

household debt burden is higher than captured by the MRTI ratio^^.

Figure 3.27 Mortgage repayment to income (MRTI) ratios for all Irish homeowners, 2012

per cent of group percentofgrtxp
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Mortgage repayment to income ratio

■ 90+DPD arrears ■ No arrears

Source: Central Bank of Ireland, 2012c

Notably, the MRTI ratio for those not in arrears was found to be very high for a 

sizeable number of homeowners. These households remain vulnerable to increases

^ The MRTI ratios shown in Figure 3.27 are calculated for gross household income, not net or 
equivalised household income, and therefore can be considered an underestimation of actual 
contractual mortgage costs as a percentage of household income.
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in mortgage interest rates, as well as future reductions in income and work hours 

due to Ireland's weakened labour market.

A sizeable portion of households with mortgages 90 plus days in arrears have 

contractual monthly mortgage repayments in excess of 36 percent of gross income, 

with a large proportion having repayments in excess of 60 percent and 85 percent of 

gross income. These MRTI ratios are financially unsustainable and raise the 

likelihood of forbearance arrangements under the MARP being ineffective and of 

failing. This point is supported by previous analysis of the drivers of Irish mortgage 

arrears in 2011. Based on a dataset of 420,000 Irish mortgage loans^^ (examined by 

the Central Bank of Ireland as part of its 2011 bank stress testing exercise, see 

Central Bank of Ireland, 2011), Lydon and McCarty (2011) concluded that negative 

equity had not been a major driving factor in mortgage arrears to date and that it is 

mortgage affordability issues, along with changes in the general macroeconomic 

environment, that is driving mortgage arrears. Furthermore, Lydon and McCarthy 

(2011:15) note that 'even with a more benign macroeconomic environment, it is 

quite clear that reducing the build-up in arrears to date [2011] will take a significant 

amount of time, and resources' and also that 'the significant income shocks Irish 

borrowers have faced in recent years means that there is likely to be a large group of 

borrowers amongst those in deep arrears that are in a long-term unsustainable debt 

position'.

Other provisional data on the arrears and restructured position of residential 

mortgages data illustrates the depth of the problem (see Muldoon, 2012). Table 3.8 

below provides a summary overview of this data as well as a breakdown of the types 

of mortgage restructuring in place, both performing and non-performing. At June 

30^^ 2012, the value of the balance outstanding of Irish banks' residential mortgage 

loans across the principal private residence (PPR) and the buy-to-let (BTL) sector was 

€144 billion (comprising 912,000 loan accounts). This comprises a total of 762,000 

PPR loans with a balance of €112 billion outstanding and 150,000 BTL loans with a

This was approximately 50 percent of the stock of Irish mortgages outstanding at the end of 2010.
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balance of €32 billion outstanding. In sum, 169,000 PPR loans with an outstanding 

balance of €31 billion are either in arrears and/or have been restructured. For BTL 

loans the figures are 49,000 mortgage loans in arrears or restructured, with an 

outstanding balance of €13.6 billion.

Table 3.8 The size and value of arrears and restructures for all Irish residential mortgages, June 2012

PPR: Private Principal Residence 
mortgage BTL: Buy-to-Let 
mortgage

PPR
Number

PPR
Value

€ billion

BTL
Number

BTL
Value

€ billion

In arrears with no formal 
arrangements under MARP at 
30'Nune2012

84,000 €15.4 billion 28,000 €8.3 billion

Non-performing Forbearance 
Arrangements (i.e. restructured 
and remains in arrears)

<lnterest Only 
Interest Only 

>lnterest Only 
Term Extension 

Arrears Capitalisation 
Other

Sub-total

9,000
13,000
9,000
2,000
7,000
5,000

(129,000)

€2.0 billion
€2.6 billion
€1.6 billion
€0.2 billion 
€1.4 billion
€0.8 billion 
(€24 billion)

1,000
5,000
1,000
n/a

2,000
1,000

(38,000)

€0.2 billion
€1.4 billion
€0.3 billion
€0.1 billion 
€0.6 billion
€0.2 billion 

(€11.2 billion)

Performing Forbearance 
Arrangements (i.e. restructured 
and no longer in arrears)

<lnterest Only 
Interest Only 

>lnterest Only 
Term Extension 

Arrears Capitalisation 
Other

Sub-total

3,000
17,000
6,000
8,000
4,000
3,000

(40,000)

€0.6 billion
€3.0 billion
€0.9 billion
€0.9 billion
20.6 billion 
€0.4 billion 

(€6.5 billion)

n/a
7,000
1,000
2,000
1,000
n/a

(11,000)

n/a
€1.5 billion
€0.4 billion
€0.2 billion
€0.1 billion 
€0.1 billion 

(€2.4 billion)

Total mortgages in arrears and 
restructured 169,000 €31 billion 49,000 €13.6 billion

Source: Data extracted from Muldoon, 2012.

When broken down, the following pattern of arrears and restructuring is found. Of 

the 169,000 PPR loans, 129,000 were in arrears at 30*^ June 2012 (45,000 for less 

than 90 days; 18,000 for 91-180 days and 66,000 for more than 180 days) with a 

value of €24 billion outstanding on their balance. Importantly, over half these PPR 

loans by volume (84,000) and value (€15.4 billion) had no formal arrangement in
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place under the MARP at June 30*^ 2012. Notably, 45,000 PPR loans have been 

restructured, with a value of €8.6 billion outstanding on their balance. However, 

these PPR loans are considered to be non-performing restructures and are regarded 

as merely 'treading water' in that 'they are interest-only forbearance modifications 

which, over a longer time frame, do little to address repayment capacity issues' 

(Muldoon, 2012:4). This leaves 40,000 PPR loans that have been restructured after 

an initial period of default and arrears and are now performing and no longer in 

arrears. The value of the balance outstanding for these successfully restructured PPR 

loans is €6.5 billion.

Of the 49,000 BTL mortgage loans, 38,000 were in arrears at 30*^ June (8,000 for less 

than 90 days; 4,000 for between 91 and 180s days and 26,000 for over 180 days) 

with a value of €24 billion outstanding on their balance. As with PPR loans, over half 

the BTL loans by volume (28,000) and value (€8.3 billion) had no formal arrangement 

in place under the MARP at June 30*'^ 2012. Notably 22,000 BTL loans had been 

restructured. Half of these (11,000) were not performing successfully (with a value of 

€2.9 billion outstanding on their balance) and half were performing successfully as 

restructured loans and no longer in arrears (with a value of €2.4 billion outstanding 

on their balance). When combined across both PPR and BTL sectors, the size of all 

residential mortgages in arrears and restructured (performing and non-performing) 

at 30‘^ June 2012 is 218,000 accounts with a value of €44.6 billion outstanding on 

balance. This represents 29 percent of all residential mortgages in Ireland in 2012 

and 40 percent of all outstanding balances. Therefore, both the size and value of the 

impairment in residential mortgage loans held by Irish banks at the end of Q2, 2012 

is fundamental unsustainable. It represents approximately 28 percent of the total 

value of Irish GDP in 2011 (€159 billion).

Given the large degree to which mortgage restructuring has to date failed to 

produce sustainable forbearance arrangements that work to keep mortgage loans 

out of arrears, it is highly doubtful that the mortgage arrears effect of Ireland's 

economic crisis has worked its way through the loans books of Irish banks. Indeed, as 

negative market sentiment and comments from international credit ratings agencies
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makes clear, it is unlikely that the peak of residential mortgage debt impairment has 

even been reached. For example, in June 2012, Moody's Investors Services 

announced the performance of the Irish prime residential mortgage backed 

securities (RMBS) market had continued to deteriorate, according to its own 

indices^®. Moody's 2012 outlook for Irish RMBS is 'negative' and its stated forecast 

growth of 0.2 percent for the Irish economy in 2012 means that 'in this weak 

economic recovery, it will be difficult for distressed borrowers to significantly 

increase their debt servicing capabilities and so arrears are likely to continue 

increasing'^^.

As Irish state policy and legislative arrangements under the EC/ECB/IMF troika 

backed overall mortgage arrears resolution strategy (MARS) become established into 

2013, the likelihood of increased rates of foreclosure in Ireland arising from the 

extended and unsustainable forbearance arrangements is increased. Yet at the 

beginning of Q3, 2012, Irish banks had just 944 residential properties in possession, 

with only 47 of these possessed on foot of a court order during the quarter. This is a 

remarkably low figure in comparison to other housing markets experiencing the 

ongoing impacts of the GFC since 2008^°. Although repossession rates in Ireland are 

likely to rise, the speed and scale of this is uncertain at present.

Two useful indicators of the likely future scale of repossession are the number of 

formal demands for the full repayment of arrears being made by lending institutions, 

and the actual number of court proceedings for recovery of arrears which have been 

issued. In Q3, 2009 these stood at 4,525 demands and 3,302 court orders 

respectively. Mortgage arrears forbearance arrangements under the MARP since 

then help to explain why by Q2, 2012 the number of court orders remained broadly 

similar at 3,159 actions. In contrast, the number of formal demands issued for

Moody's Investors Services 90+ day 'delinquency trend' and 360+ day 'delinquent loans' indices 
(which are used as a proxy for defaults) had reached a new peak in June2012, rising steeply to 13.99 
percent and to 5.5 percent (from 11.98 percent and 4.23 percent respectively in January 2012).
” See http://www.moodvs.com/research/Moodvs-lrish-Prime-RMBS-performance-continued-to-
deteriorate-in-April-PR 248367 (accessed 24.11.2012).

For example, in Ql, 2012 in the UK 85 possessions occurred per 100,000 mortgages, whereas in 
Ireland the figure was 22 per 100,000.
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arrears payments in full rose to 13,214, an indicator of the extent of probable or 

pending foreclosure actions that may result in future court possession or voluntary 

surrender of the family home.

3.10 Summary

The financialisation of Irish housing and homeowners has been achieved under an 

expansive Euro-area credit cycle and financed via a shadow banking system that led 

the switch of interest-bearing capital into Ireland's residential built environment in 

pursuit of greater accumulation. This flow of capital has been disturbed by the GFC. 

In Ireland, the resulting economic crisis and property market crash, accompanied by 

a banking crisis, has delivered prolonged periods of recession interspersed with 

economic stagnation or limited growth, mostly confined to Ireland's export sector. 

Domestic demand is low as high unemployment and declines in standards of living 

combine with unprecedented levels of household indebtedness. Ireland's housing 

market, once celebrated as the great economic driver of the second era of the Celtic 

Tiger economy, has crashed and shows no signs of recovery as house prices continue 

to decline and negative equity increases for greater numbers of households. 

Accompanying the crash, a crisis of extensive and growing mortgage default and 

arrears has been added as an additional facet to the general housing crisis faced by 

low-income households in Ireland. They have been joined by large numbers of 

previously employed, middle- and high-income homeowners who have been made 

the latest subjects of neoliberal financialisation. Nonetheless, Irish homeowner's 

experience of mortgage arrears under the extended forbearance and mortgage 

restructuring arrangements of the MARP, and the extent of housing stress, housing 

insecurity and the risk of housing exclusion they face as a consequence of their long

term unsustainable debt position, are substantial lacunae in the understanding of 

Ireland's housing crash. This thesis will address these gaps by presenting new 

primary data in Chapters 5, 6, 7, 8 and 9. The basis for the production, collation and 

analysis of this data is set out in Chapter 4 that follows.
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Chapter 4

Methodological Approach and the Research Aims, Objectives and

Strategy of this Thesis

"We feel that even when all possible scientific questions have been answered, 
the problems of life remain completely untouched."

Wittgenstein, (1922: 6.52)

4.1 Introduction

This thesis combines quantitative and qualitative methods to investigate substantial 

relations of connection between causal forces and groups and the production of 

certain objects, events and processes. Specifically, an applied research strategy was 

developed to investigate how a process (i.e. the financialisation of homeownership) 

works in a particular case (i.e. Ireland) in order to identify and detail what 

mechanisms produced change (i.e. capital switching into Irish housing production 

and consumption that affected massive market transformation and greater market 

segmentation) and to investigate the substantial relations of connection between 

key agents (i.e. government and the Irish state, international financial capital), causal 

groups (i.e. financial intermediaries, housing mortgage finance providers) and actors 

(i.e. mortgage finance borrowers, both newly incorporated and already established 

as homeowners) in order to understand what they do to deal with change and the 

production of certain objects and events.

Under this research strategy, a methodology was applied that combined empirical 

survey data analysis and ethnographic interview data to produce an intensive 

enquiry investigating how the transformative economic processes of key agents 

work across and within residential spaces and places of social reproduction to 

produce and change spatio-temporal fixes and to investigate what causal groups and 

actors do in order to deal with such change, and how change can be understood. It is 

important to note therefore how this thesis attempts to integrate its theoretical 

approach to the relationship between capital and housing under neoliberalism (see
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Chapter 2), with findings based on the overall methodological approach outlined in 

this chapter. This is especially the case throughout the course of the thesis's analysis 

and presentation of primary data in the results Chapters 5, 6, 7, 8 and 9 which 

follow. To begin with, however, the aims and objectives of the thesis, established to 

support the overall hypothesis under investigation, are set out below in Section 4.2. 

They seek to unite the scalar elements of the study's subjects by connecting the 

macro-level crisis-tendencies that have emerged under neoliberalism to transform 

spatio-temporal relations between urbanisation, housing and financial capital with 

the micro-level issues of homeowning households' experiences of these changes. 

The relevance of the 'critical-realist' approach to social scientific method, as 

proposed by Sayer (1984, 1992, 2000, 2009) is then considered in Section 4.3.

The aims and objectives of the thesis, and the research strategy developed for this 

study, reflect the attempt to apply a Lefebvrian-informed conceptualisation of the 

relationships between the wider world and the transformations taking place in cities 

and urban space (Lefebvre, 1991, 2003; Kofman and Lebas, 1996). This commences 

with 'the urban as the everyday and the lived, from which we must construct our 

utopias to clarify the possible-impossible, not as fixed ideas and projects, but 

responsive to changing conjunctures and structures' (Kofman and Lebas, 1996; 53). 

As such, Lefebvre's conceptualisation is a dynamic one allowing for previously- 

applied concepts not to be discarded, but to be rethought creatively. It is an 

approach that stresses 'dialectical movement, complexity, conflicts and 

contradictions' (Kofman and Lebas, 1996: 53).

This approach is particularly relevant to how the research strategy had to resolve 

two major methodological challenges. The first relates to developing a measure of 

housing affordability from among the range of distinct (and incompatible) 

approaches found in policy, practice and the general literature (see Section 2.7 in 

Chapter 2 for a discussion of the problem of defining and measuring housing 

affordability). Section 4.4.1 below details how the long-term, mortgage-affordability 

of housing was identified as an appropriate measure of housing affordability stress 

or, more simply, 'housing stress' and how this was combined with an additional
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measure of 'housing insecurity' to produce a sliding scale of the risk of 'housing 

exclusion' for homeowners in Ireland.

The second major methodological challenge was that of overcoming significant 

lacunae identified in relevant and useful official data. An account of the research 

strategy work undertaken to identify and access relevant official data from different 

sources and a critique of their usefulness in providing data to support the thesis is 

given in Section 4.4.2 below. This is followed by details on how these data gaps 

informed the rationale for the primary data production, collation and analysis 

undertaken to support the thesis.

4.2 The aims and objectives of this thesis

To support the overall hypothesis of this study, two primary aims were adopted 

alongside three key objectives. These are set out below.

4.2.1 Primary aims of the thesis

Primary aim 1;

To produce a theoretically-informed, empirically-evidenced and critical 

account of the transformation of Irish housing and homeowners from a 

period of success in the 1990s to one of crisis in the 2000s. The aim of this 

account is to detail key aspects of the changing social and urban geography 

of housing and home ownership in Ireland over the period and to identify 

how macro-economic and structural adjustments relating to the financing, 

production, commodification and consumption of housing in Ireland can be 

seen to have occurred within the context of a global economic 

transformation. It also seeks to identify how this change is wrought by a 

neoliberalising international capitalism and a credit system capable of 

rendering huge changes to property markets locally and internationally.
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Primary aim 2:

To produce a detailed and chronological account of the actual transformation 

of Irish homeowners from a period of success to one of crisis that records, 

tracks and investigates their experiences as recession-impacted and over- 

indebted homeowners who are in crisis with reduced housing security arising 

from default and mortgage arrears, high housing stress and facing a growing 

risk of housing exclusion and expulsion into homelessness. It also considers 

how these outcomes can be understood as arising from the Irish housing 

system's integration into the global financial system and the adoption of 

state responses to mortgage arrears under the EC/ECB/IMF official funding 

programme and what this implies for the future financial sustainability of 

home ownership in Ireland, as well as the future of the Irish housing system.

4.2.2 Key objectives of the thesis

In order to advance the two primary aims, three key objectives were established, as

follows:

Key objective 1:

To produce an empirically-based assessment of the structural and spatial 

relationships between the housing system, macro-economy and society in 

Ireland which details the dimensions, scale and character of the 

transformation of Irish housing from a period of success in the 1990s to a 

period of crisis in the 2000s and which illustrates the impacts of the global 

financial crisis at the level of the homeowner household in terms of housing 

stress, insecurity and exclusion, and considers the effectiveness of state 

policy and decision-making in response.

Key objective 2:

To develop and apply theoretically analytical typologies, neologisms and 

heuristic devices rooted within radical critical theory, geography and applied 

social sciences to support an understanding and explanation of crisis
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outcomes manifesting in Irish housing and for over-indebted homeowners 

and the state's responses to such crises which allows for orthodox 

explanations of periodic crisis in capitalism to be challenged, especially those 

related to the urbanisation of capital and the relationship between capital 

and the production of spaces of social reproduction.

Key objective 3:

To generate a combination of original primary empirical survey data, 

interview data and longitudinal qualitative data of sufficient quality and scale 

that can be considered useful in evidence to support the study's thesis and 

demonstrate its main aims, and in particular to:

• Demonstrate the impact of the GFC on the income and living conditions 

of homeowners in Ireland;

• Demonstrate how the financialisation of Irish housing and 

homeownership is understood among key decision-makers representing 

Ireland's mortgage providers and illustrate how mortgage providers 

regard their role and the role of other financial intermediaries, financial 

regulators, financial supervisors and consumers in explaining the 

causation and outcomes of the Irish housing boom and crash;

• Demonstrate the impact of the GFC on a discrete sample of over-indebted 

Irish households' income and living conditions;

• Demonstrate the extent of housing stress, housing insecurity and the risk 

of housing exclusion arising from changes in circumstances wrought by 

the GFC for a discrete sample of over-indebted homeowners;

• Demonstrate the legacy impact of the GFC on over-indebted Irish 

homeowners facing the risk of housing exclusion in 2010 and examine 

their subsequent experience, over time, of the individualisation, debt- 

disciplining, pauperisation, health, well-being and household effects of 

extended mortgage arrears forbearance and restructuring arrangements 

established under Ireland's incremental state policy responses since 2010;
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• Demonstrate the impact which this experience has had on their attitudes 

and opinions towards current Irish state policy responses and 

homeownership generally, as well as to their continued incorporation as 

homeowners in Ireland.

4.3 The approach to methodology adopted by this thesis

From the outset, this thesis adopted a 'critical-realist' approach to social scientific 

method as proposed by Sayer (1984 [1992], 2000, 2009) that argues for 

'theoretically informed concrete research' (Sayer, 1992: 5). The characteristic claims 

of critical realism exist as a clear methodological approach that is defined in 

opposition to a range of alternative positions on the nature of explanation and 

analysis in the production of knowledge. Critical realism has its basis (or ontological 

root) in the work of Bhaskar's (1975) general philosophy of science (called 

'transcendental realism') and a special philosophy of the human sciences (called 

'critical naturalism') (Pratt, 2004). At its core is the rejection of the general positivist 

and empiricist position that explains causal relationships at the levels of events that 

are observable and measurable in terms of their cause and effect in favour of an 

understanding that causal relationships are irreducible to empirical constant 

conjunctions and must be understood at the level of the generative mechanism 

producing events.

This requires a constant development of the conceptual approaches applied to 

scientific understanding of mechanisms and allows for convergence with the attempt 

here to apply a Lefebvrian-informed conceptualisation of how to develop an 

understanding of relationships between the wider world and the transformation 

taking place in urban space, especially in the Irish residential social space of the 

home. This, in turn, is relevant to understanding how the crisis outcomes that 

resulted for homeowners seeking access to Irish homeownership during the 1990s, 

and especially the 2000s, can be related to the use and influence of the concept of 

'affordable housing' on decision-making among key agents, causal groups and actors 

engaged in the financialisation of Irish housing.
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The critical-realism approach to methodology seeks to identify the mechanisms 

producing social events while also recognising how human agency is conditional on 

the production and reproduction of social structures that impact on the individuals 

inhabiting them and that those individuals are in turn capable of consciously 

reflecting upon and changing the actions that produce social structures. Accordingly, 

developments in critical-realism philosophy and method have influenced 

contemporary Marxist political economy and theory (Bhaskar and Callinicos, 2003; 

Callinicos, 2006). Both adopt a dualist logic that differentiates between a material 

reality that exists independently of human knowledge of it, and the socially 

produced world. In other words, both allow the understanding whereby social 

reality, including importantly, how people think ideologically, may be very different 

from an empirically observable surface appearance (March, 2002).

This insight is considered particularly important and is the basis for the adoption 

here of a hermeneutic approach to interview data, particularly that collated from the 

longitudinal MABS panel interviewees. A hermeneutic approach requires an 

understanding of how history and culture shape the 'historically effected 

consciousnesses of people' (Gadamer, 2004). In this case, it concerns how the 

privileged position of homeownership in Ireland (see Chapter 1) can affect the 

consciousness of homeowners (including those households that aspire to 

homeownership). This approach also emphasises the importance of understanding 

changes in the circumstances and context of individuals in order to produce a deeper 

understanding of the meaning of their actions and statements relating to change.

4.4 Developing the research strategy for this thesis: resolving issues of definition.

measurement and data lacunae

Prior to the collection of primary data, the research stratgey required the resolution 

of methodological issues arising from how the concept of 'affordable housing' and 

the determinants of so-called 'housing affordability' become translated into
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measureable calculations of homeownership affordability for households with any 

given income threshold, and how in turn these calculations become established as 

'housing affordability standards'. In turn, the relationship between housing 

affordability stress and housing insecurity required consideration in order to produce 

a measure of the risk of housing exclusion for homeowners. Secondly, identification 

of data lacunae was required in order to allow for their resolution to be attempted.

4.4.1 Developing a sliding scale of the risk of housing exclusion for homeowners

Based on the assessment of relevant literature in Chapter 2, the following approach 

to measuring the risk of housing exclusion among homeowners was developed using 

insights from Stone (1990; 1993; 2006), Hulchanski (1995), Wilcox (1999), Bunting et 

al (2004) and Marks and Sedgwick (2008).

Due to the absence of required data on agreed minimum income budgets for 

different household types in Ireland, the development and application of the full 

residual-income approach of Stone et al (2011) was foregone, despite its obvious 

conceptual strength and robustness when applied elsewhere. Instead, a more 

detailed and enhanced form of the conventional ratio approach was adopted, similar 

to the MRTI approach adopted by Ireland's Central Bank, but possessing greater 

specification.

Using the ETHOS typology operational category 9 which defines housing insecurity 

(see Chapter 2) and based on elements of the approach of Marks and Sedgwick 

(2008) and Bunting et al (2004), the details on household income and composition 

required to calculate accurately net equivalised household income are used here 

alongside confirmation of total household contractual mortgage costs (i.e. including 

details on equity withdrawal) and details on the incidence, extent and duration of 

mortgage arrears. When combined, these criteria allow the risk of housing exclusion 

to be illustrated as in Figure 4.1
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Figure 4.1 The approach to measuring the risk of housing exclusion among homeowners

Housing Stress;
Percentage of net 

disposable household 
income (and equivalised 

household income) 
spent on all mortgage 

repayments

* Housing Insecurity: 
Incidence and duration 

of mortgage arrears

Risk of Housing 
Exclusion

The enhanced-ratio measure of housing stress used here is then benchmarked 

against a range of housing affordability standards (see Chapter 2). These include the 

established '30 percent of disposable income' standard used to determine if a 

household is experiencing housing stress or not. Being above this level is referred to 

here as a 'prohibitive' housing cost. The second benchmark standard used here is 

that applied by the EU Survey of Income and Living Conditions (SILC) of 40 percent of 

net disposable income spent on housing costs. This is used by Eurostat to determine 

if an EU household is experiencing 'burdensome' housing costs (SILC is discussed in 

more detail in Section 4.5 below). Additionally, two 'high' and 'very high' housing 

stress lines were identified at and above 50 and 60 percent of net disposable income 

respectively. Furthermore, two 'housing exclusion' lines of 70 and 80 percent of 

disposable income were also included as a measure of the extent of financially 

unsustainable housing stress. Figure 4.2 illustrates these housing stress lines.
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Figure 4.2 Model 1: Housing stress scale for Irish homeowners
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In terms of measuring housing insecurity, households without mortgage arrears are 

considered to have strong housing security. Those with mortgage arrears of less than 

60 days past due are classified as having moderate housing security. Households 

with mortgage arrears between 60 and 120 days past due and over 120 days past 

due are classified as having weak and low housing security respectively.

This classification is specified in greater detail than that of the Irish Central Bank, 

where periods of 90 and 180 days are used to distinguish short and long-term 

mortgage arrears. Figure 4.3 illustrates how this classification combines with the
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housing stress lines to produce a sliding scale useful to measure the risk of housing 

exclusion among homeowners. The higher up the scale the greater the risk of 

housing exclusion for the household.

Figure 4.3 Model 2: A sliding scale for measuring the risk of housing exclusion among homeowners

4.4.2 Identifying data lacunae

With one notable exception, the research strategy of this thesis has had to develop, 

adopt and realize innovative and new primary data collation mechanisms in order to 

plug data gaps in relation to the following areas:

Chapter 4 144



a) The impact of the GFC on the income and living conditions of Irish 

homeowners with a mortgage;

b) The extent of mortgage default, arrears, restructuring and repossession in 

post-GFC Irish homeownership;

c) The financialisation of Irish housing and the financial sustainability of 

homeownership in Ireland;

d) The extent and dimensions of housing stress and housing insecurity among 

mortgaged homeowners in general, and especially among over-indebted and 

highly-leveraged homeowners; and,

e) The extent of the risk of housing exclusion, as well as expulsion from 

homeownership and the path trajectory towards homelessness among over- 

indebted and highly-leveraged homeowners.

The exceptions to this data deficiency are official (i.e. statutory) data in relation to 

(b) above, namely mortgage default, arrears and repossessions. Remarkably, over 

the course of the second era of the Celtic Tiger economy, these data were not 

collated nor made publicly available by Ireland's financial regulator or Central Bank^. 

This is despite data on mortgage arrears and home repossession having been 

previously made available for the period 1992 to 2002 by the Irish Mortgage and 

Saver's Association (IMSA), the representative body for Irish mortgage providers 

(albeit minimalist and restricted in character). This information was issued annually 

in an industry-wide annual report prior to the merger of Irish bank and IMSA building 

society mortgage-providers into the Irish Mortgage Council (IMC) in 2003 to become 

an affiliate organisation of the Irish Banking Federation (IBF), when publication of 

the data was suspended.

Data collation on national mortgage arrears and repossessions began in the post- 

GFC period by the Central Bank of Ireland (CBI). Data were made available publicly in 

December 2009 (for the Q3, 2009 period) and has since been issued quarterly. Data 

are collated at the level of the contractual mortgage loan arrangement between

^ This was noted by Stamp (2009: 78) who argued for a 'stronger regulatory approach [in Ireland] to 
tackle irresponsible lending and associated over-borrowing'.

Chapter 4 145



regulated Irish mortgage providers and homeowner households. Its usefulness is 

limited to illustrating the macro-dimensions of mortgage default and impairment in 

terms of the duration and scale of mortgage arrears and repossessions within the 

regulated Irish lending institutions^.

The CBI also issues data describing the outputs of mortgage restructuring under the 

Mortgage Arrears Resolution Process (MARP), as well as limited data on the extent 

of formal notices to proceed with repossession and actual court activity. The data 

are produced at an aggregate level as national data (see Chapter 3 for an analysis of 

relevant data from Q4, 2009 to Q3, 2012, and Appendix 1 for details on the MARP).

Deficiencies in this CBI dataset pose challenges to resolving questions on the impact 

of the GFC on problematic housing-debt at the level of the household and also on 

changes in the income position of households experiencing default and mortgage 

arrears, so-called 'distressed borrowers'. For example, the CBI does not produce 

data for non-regulated Irish financial intermediaries nor for financial intermediaries 

not included in the FMP (i.e. subprime mortgage lenders and shadow-banking OFIs)^.

Secondly, in its current form of dissemination, the CBI data do not allow for analysis 

to illustrate spatial patterns of default and mortgage arrears, nor allow for a 

description of the type, size, condition, occupancy and location of residential 

property in default and mortgage arrears. The absence of any spatial unit for the 

data below the national scale means that an analysis of rural, regional, counter- and

Data on home repossessions also records voluntary surrender of residential property.
^ In recognition of this regulatory deficit, the CBI has recently completed a so-called 'themed' 

inspection of non-bank mortgage lenders who operate in the Irish market on what the CBI refer to as 
a 'passporting basis'. This found that the lenders inspected were complying with the January 2011 
Code of Conduct on Mortgage Arrears (CCMA) requirements, including having an Appeals Board 
established. It also showed that the Appeals Board considers each borrower's appeal on a case-by
case basis, as well as taking into account borrowers' individual circumstances. In addition, the CBI 
noted that some lenders are also using intelligence gathered through the Appeals Process to make 
improvements to their mortgage arrears processes and procedures. However, there is some 
discrepancy in approach to the handling of some appeals through lenders' complaints processes 
rather than through the MARP. This issue is due to be addressed further through the review of the 
CCMA. See: http://www.centralbank.ie/press-area/press-
releases/Paees/Research%20hiehlights%20positive%20experience%20of%20borrowers%20engaeed%
20in%20MARP.aspx (accessed 22.2.13)
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ex-urban, suburban and urban variations in the incidence and extent of mortgage 

arrears and home repossessions is also unavailable.

Thirdly, data dissemination does not include details on aggregate national household 

income or changes in income on a household basis, nor details on changes to 

aggregate household mortgage repayment to income (MRTI) ratios (see Chapter 3). 

This is explained as resulting from deficiencies in the manner in which data are 

recorded and held by Irish mortgage providers and financial intermediaries and also 

is due to the method of data collation by the Central Bank of Ireland. This deficiency 

was recognised by the Irish Central Bank in 2012 which commissioned a Household 

Income Survey of 2,000 respondents drawn from across the Irish lending institutions. 

It is expected that the respondent sample will include households with mortgage 

arrears. The survey is being conducted by IPSOS MRBI but has not met its initial 

publication deadline of September 2012^’.

Also more recently, data issued in December 2012 on the residential mortgage 

arrears position of 'buy-to-let' (BTL) investment properties has been separately 

identified from within the overall Q3, 2012 residential mortgage dataset. Overall, 

these data deficiencies imply that forecasts of the likely success of extended 

forbearance arrangements for restructured mortgages under the MARP process 

remain, at best, uncertain.

One other official dataset exists on home repossessions resulting from mortgage 

arrears in Ireland. This is the summary data on repossessions made available online 

from the Irish Courts Service^. Unfortunately, these data are equally as deficient as 

the CBI data, and possibly even more so as the Irish High Court statistics in respect of 

possession orders do not reflect the full picture on households' losing their property, 

as most mortgage contracts permit the lender to foreclose for non-payment of

Preliminary findings have been published by CBI (2012c), and are reviewed in section 3.9 in Chapter 
3.
^ See:
http://www.courts.ie/courts.ie/librarv3.nsf/paEecurrent/4122987FF3418654802575F20038270C7ope
ndocument&l=en&p=215
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instalments without a court order. Also, statistics are only available for the Irish High 

Court, not for lower courts including the Circuit Courts, and do not refer exclusively 

to repossession of the family home (also known as the principal private residence), 

as orders made by the courts are for possession of any type of property.

In this regard, there are two types of court suit: possession suits and mortgage suits. 

Possession suits include all cases in which the plaintiff is seeking possession of lands 

and / or premises of whatever kind, and data here are not restricted to family 

homes. Mortgage suits refer to cases in which the creditor has a mortgage on the 

property in which the debtor has an interest but the creditor does not have the 

power to sell that property unless the court declares the mortgage 'well charged'. 

Table 4.1 below gives the available data on possessions for the period 2008 to Q3, 

2012. Notably, data on execution orders have not been made publicly available since 

2008. The 'picture' painted by these statistics on the incidence and extent of home 

repossessions in Ireland arising from mortgage arrears is both incomplete, and 

somewhat incoherent and does not complement insights that can be garnered from 

the CBI dataset.

Table 4.1 Data on Irish High Court possession orders, 2008 - Q3, 2012

Possession 2008 2009 2010 2011 Q1-Q3,
2012

Issued for possession of land/ premises 759 985 583 480
New cases initiated for possession of lands/ - - - - 223
premises
Issued for well charging of mortgage 85 76 81 78
New cases initiated for well charging of mortgage - - - - 48
Possession orders made by court 238 293 327 281 157
Mortgages declared well charged 43 36 39 23 21
Execution orders issued 1,601 - - -

Source: Irish Courts Service

Lastly, since 2006, the Irish Banking Federation (IBF) has produced a quarterly 

mortgage market profile for Ireland and allows access to online data used for the 

compilation of the report. However, the dataset is restricted to the number and
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value of housing loans^. The European Mortgage Federation (EMF) produces an 

annual report on the aggregate data for the housing and mortgage market of 33 

national countries and includes national reports on each country, including Ireland. 

However, neither one of these private institutions produces datasets on mortgage 

default, arrears, restructuring or repossession as supplied by mortgage finance 

providers^.

4.4.3 Plugging the data gaps

To overcome the data lacunae identified, the research strategy identified secondary 

data on the Irish economy and housing system, and specifically on Ireland's 

mortgage arrears and housing debt crisis, held in various official (statutory), and 

administrative (i.e. public-service provider) datasets. Official datasets that allow the 

computation of indexes and from which data relevant and useful to meeting the 

aims and objectives of this thesis were mined, reviewed and extracted, including, 

inter alia,:

• The Irish Central Statistics Office (CSO) Survey on Income and Living 

Conditions (SILC). Data specific to the cohort of homeowners with mortgages 

held within Ireland's SILC survey for the 2000s were sourced and collated 

from the Irish Social Science Data Archive (ISSDA).

• CSO datasets related to the national economy, income, expenditure, 

population, migration, earnings, labour costs, consumer price and property 

price inflation;

• Eurostat datasets on EU SILC and other relevant data;

• The Central Bank of Ireland (CBI) datasets on macro-stability indicators, 

mortgage arrears and repossessions,

• The European Central Bank (ECB) and the Bank of International Settlements 

(BIS) datasets on the credit system and credit cycles;

^ See http://www.ibf.ie/gns/publications/research/researchmorteagemarket.aspx
’’ See http://www.hvpo.org/Content/Default.asp
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• The European Commission (EC); various Irish government departments and 

the International Monetary Fund (IMF).

The data held by Ireland's Money Advice and Budgeting Services (MABS) on their 

clients in their national database (MABSIS) was a potentially useful administrative 

source and data on the income position of homeowner households in mortgage 

arrears was sought from the MABSIS database. The usefulness of the datasets 

identified here in supporting the aims and objectives of the thesis are detailed and 

discussed below. This forms the introduction to how this thesis research strategy 

developed an innovative method to source and recruit over-indebted homeowning 

households into a primary survey and how this was subsequently used to establish 

and maintain a longitudinal panel of homeowners.

4.5 Survey on Income and Living Conditions (SILO data on Irish homeowners with

mortgages, 2003 to 2010

The most substantial dataset identified that allows for the income position of Irish 

homeowners to be quantified is the Survey of Income and Living Conditions (SILC) 

conducted annually by Ireland's Central Statistics Office (CSO) as part of EU wide 

data collation coordinated by Eurostat^. The SILC is a voluntary (for potential 

respondents) survey of private households and its primary focus is on the collection 

of information on the income and living conditions of different types of households 

in Ireland, in order to derive indicators on poverty, deprivation and social exclusion. 

At a national level, data from the SILC is used to monitor and evaluate progress

The Survey on Income and Living Conditions is carried out under EU legislation (Council Regulation 
No 1177/2003) and commenced in Ireland in June 2003. There is both a cross-sectional and a 
longitudinal element to the SILC survey. Households interviewed for the first time are considered to 
be cross sectional households (wave 1 households) and households who are being interviewed for the 
second (wave 2 households), third (wave 3 households) or fourth (wave 4 households) time are 
considered to be longitudinal households. In any one year approximately 25 percent of the 
responding households should be wave 1 households, 25 percent should be wave 2 and so on. 
However, due to sample attrition this is not always the situation. In a case where a household in wave 
3 refuses to complete the survey (i.e. has been interviewed for two years of the survey but refuses on 
the third year) a substitute household is selected but will only be interviewed for two years (i.e. 
remainder of the non-responding household's panel) (CSO, 2010; 87).
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towards achieving the targets set out in Ireland's National Anti-Poverty Strategy 

(NAPS)^

The key NAPS indicator derived from SILC is the consistent poverty measure, which 

combines relative income measures with an enforced lack of what are considered to 

be basic resources. Originally, the NAPS referred to the calculation of the threshold 

as 60 percent of the mean equivalised income, but it is now generally accepted that 

60 percent of the median is a more appropriate method. The consistent poverty 

measure looks at those persons who are defined as being at risk of poverty and 

assesses the extent to which this group may be excluded and marginalised from 

participating in activities which are considered the norm for other people in society. 

The identification of the marginalised or deprived is currently achieved on the basis 

of a set of eleven basic deprivation indicators:

a) Two pairs of strong shoes;

b) A warm waterproof overcoat;

c) Buy new (not second-hand) clothes;

d) Eat a meal with meat, chicken, fish (or vegetarian equivalent) every second 

day;

e) Have a roast joint or its equivalent once a week;

f) Had to go without heating during the last year through lack of money;

g) Keep the home adequately warm;

h) Buy presents for family or friends at least once a year;

i) Replace any worn out furniture;

j) Have family or friends for a drink or meal once a month; and.

The NAPS was initiated by the Irish government after the 1995 United Nations Social Summit in 
Copenhagen, Denmark. The strategy, launched in 1997 and in place to 2007, set out the extent of 
poverty, identified the main themes, and formulated strategic responses to combat poverty in 
Ireland. The strategic aims of the NAPS fell into five key areas: educational disadvantage; 
unemployment; income adequacy; disadvantaged urban areas and rural poverty (Government of 
Ireland, 1997). In 2007, Ireland adopted a 10 year National Action Plan for Social Inclusion as a 
successor to the National Anti-Poverty Strategy (NAPS) 1997-2007. It is separate but linked to the 
plans submitted as part of the EU Social Inclusion Strategy and has the same overall goal but is a 
much wider strategy. It has 12 high level goals and over 100 other targets outlined under the heading 
of the Lifecycle approach which are: children; people of working age; older people; people with 
disabilities and communities (Government of Ireland, 2007).
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k) Have a morning, afternoon or evening out in the last fortnight for 

entertainment.

An individual is defined as being in 'consistent poverty' if they are:

• Identified as being at risk of poverty; and,

• Living in a household deprived of two or more of the eleven basic deprivation 

items listed above^°.

Information is collected continuously throughout the year with up to 130 households 

surveyed each week to give a total sample of 5,000 to 6,000 households in each year 

(CSO, 2010: 87). Table 4.2 below gives the achieved sample size and income 

reference period for the SILC dataset available from 2003 to 2010^^.

Table 4.2 Achieved sample size and income reference period for SILC, 2003-2010

Year Income Reference Period Achieved Sample Size
Households Individuals

2010 Jan 2010 to Jan 2011 4,642 11,587
2009 Dec 2008 to Jan 2010 5,183 12,641
2008 Nov 2006 to Dec 2008 5,247 12,551
2007 12 months prior to interview 5,608 13,691
2006 12 months prior to interview 5,836 14,634
2005 12 months prior to interview 6,085 15,539
2004 12 months prior to interview 5,477 14,272
2003 6 months prior to interview* 3,090 8,101

*ln 2003 there was six months data collection that resulted in a smaller sample.

4.5.1 The SILC definition of income and use of equivalence scales

The SILC produces two definitions of income, a national Irish definition and an ED

definition. These are used for comparative purposes in CSO SILC releases^^. The

Note that it is enforced deprivation that is relevant in this context. For example, a household may 
not have a roast once a week. The household is classified as deprived of this basic indicator only if the 
reason they didn't have it was because they could not afford it.
“ The production of SILC 2011 data has been delayed and is due to be made available in Qtr 1, 2013.

The key differences between ED and Irish national definitions are as follows: (a) The EU definition 
of gross income does not include income from 'private pensions'. These are defined as private 
schemes fully organised by the individual, where contributions are at the discretion of the contributor 
independently of their employers or the state. Thus, 'private pensions' does not include occupational 
or state pensions; (b) All contributions to pension plans, except for those to private pension plans as 
defined above, are deducted from gross income when calculating disposable income under the EU
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definition of Irish household income used by SILC is comprehensive and includes 

household income obtained from across the different spheres identified by 

Hulchanski (1995) (see Appendix 2 for details on how national Irish household 

income and its components are defined). An important aspect of SILC is its use of 

equivalised disposable income to derive indicators on poverty, deprivation and social 

exclusion. The SILC uses equivalence scales to calculate the equivalised household 

size in a household and this is then used to calculate the equivalised disposable 

income for each individual. This is done in order to recognize that while the needs of 

a household grow with each additional member, that due to economies of scale in 

consumption, this is not in a proportional way. For example, the consumption of 

heat, electricity, etc. will not be three times as high for a household with three 

members than for a single person.

The factors taken into account to assign these values are the size of the household 

and the age of the household members, more specifically whether they are adults or 

children. The Irish national equivalence scale assigns the first adult in each 

household a value of 1, each subsequent adult a value of 0.66 and each child a value 

of 0.33. These values are then summed and an equivalised household size is 

established. Net disposable household income is divided by the equivalised 

household size to calculate equivalised disposable income per individual. This value 

is essentially an approximate measure of how much of the household income can be 

attributed to each member of the household.

The use of equivalised disposable income allows a more accurate comparison of the 

relative economic position of different types of household. It also allows comparison

of income levels for individuals with different characteristics^^. In turn, this allows

definition. No pension contributions of any kind are deducted from gross income in the calculation of 
disposable income for national purposes; (c) Employer's social insurance contributions are included in 
the Irish national definition of income. They are deducted from gross income in the calculation of net 
income. They are not included in any EL) calculations of income. Employer's social insurance 
contributions include contributions to private health insurance and life assurance schemes; and (d) 
the EU definition of income does not include the value of goods produced for own consumption (CSO, 
2010: 89).

The following example is given. A household consists of 5 people: 2 adults and 3 children. The Irish 
national equivalence scale gives a weight of 1 to the first adult and 0.66 to each subsequent adult
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data on equivalised disposable income to be interrogated on the basis of housing 

tenure. In other words data for homeowners with a mortgage is identifiable and can 

be extracted from the dataset on an equivalised disposable income basis. The 

importance of being able to use an equivalence scale was recognised under this 

thesis' research strategy and influenced the design of the household housing costs 

survey deployed among MABS service users (see Section 4.8 below).

4.5.2 The SILC 2008 module on over-indebtedness and financial exclusion and the 

2009 SILC questionnaire

In 2008, the SILC survey included a special module on over-indebtedness and 

financial exclusion. These data were identified by the current research strategy as 

being the most up-to-date and relevant data useful to supporting aims and 

objectives of the study, especially Objective 3. This special module was asked of all 

households interviewed in 2008 and there were five types of arrears included, which 

were;

An overdrawn bank account;
Credit card balance outstanding;
Mortgage, rent or utility arrears;
Arrears on other bills; and 
Arrears on other loans.

In 2009, a number of the questions from the 2008 module were retained on the SILC 

questionnaire and were asked of all households interviewed. The types of arrears 

investigated in 2009 are comparable to 2008 and included:

• Rent or mortgage arrears
• Utility bill arrears
• Hire purchase or other loan arrears
• Other bill arrears e.g. education, health etc

(aged 14 years plus) living in the household, and 0.33 to each child. Thus, this household's equivalised 
household size is 1 + 0.66 + 0.33 + 0.33 + 0.33 = 2.65. If this household has a total disposable income 
of €50,000 and the equivalised household size is 2.65, then the equivalised income for this household 
is €18,868. This income is applied to each member of the household (CSO, 2010; 91).
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Questions were asked at household level and the gross household-income quintiles 

(i.e. five income bands with 20 percent of households falling into each income band) 

were used for the analysis, rather than the usual income deciles. This was done by 

the CSO as the sample for this set of questions in 2008 and 2009 was not of sufficient 

size to allow a detailed analysis by decile and type of arrears. Table 4.3 summarises 

the findings for SILC 2008 and 2009 (more details on these findings are given in 

Appendix 2).

Table 4.3 Key findings of SILC special module on household over-indebtedness and financial exclusion,
2008 and 2009.

Number of 
households 2008

Number of 
households 2009

State (achieved sample) 5,247 5,183
Number of items in arrears

0 4,823 4,122
1+ 424 1,061

Rent or Mortgage Arrears
Yes 175 254
No 5,072 4,929

Utility bill arrears
Yes 306 415
No 4,941 4,768

Arrears on other bills
Yes 99 732
No 5,148 4,451

Arrears on other loans
Yes 98 173
No

Has the household had to go into debt in the last 12 
months to meet ordinary living expenses?

5,149 5,010

Yes 350 517
No

Has the household had the ability to pay an unexpected 
expense of €1,000 without borrowing?

4,897 4,666

Yes 3,164 2,846
No

The degree of ease or difficulty the household has to
2,083 2,337

make ends meet?
With great difficulty 345 477
With difficulty 692 679
With some difficulty 1,695 1,8471
Fairly easily 1,641 1,391
Easily 615 574
Very easily 255 211

Housing cost burden
A heavy burden 952 1,179
Somewhat of a burden 2,793 2,707
No burden at all 1,500 1,296

Source: CSO SILC (2009; 2010)
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The CSO published the SILC 2008 survey findings (including the special module on 

over-indebtedness and financial exclusion findings) in November 2009 (CSO, 2009). 

As noted, the CSO SILC division had highlighted how data limitations in the 2008 

module meant that analysis of households by income quintile (not decile) was 

possible. Further investigation under this research strategy revealed that only 175 

households of the 2008 survey sample of 5,247 households were recorded in the 

mortgage- and rent-arrears category. Subsequently, SILC 2009 would capture 254 

households in the same category of arrears (see Table 4.3).

This raised questions on the breakdown between the housing tenures of households 

captured within these arrears categories. Therefore, correspondence with the CSO's 

SILC statistical team (based in Cork, Ireland) was entered into soon after the SILC 

2008 publication in order to discuss and consider the usefulness of the SILC dataset 

in identifying nationally representative data on household incomes and housing 

costs useful to measuring housing stress among homeowners with mortgages (as 

defined in Section 4.4.1 above).

Subsequently, meetings were held with senior statisticians at the CSO in Cork in 

2010 in order to explore the breadth and depth of SILC data that could be made 

available for analysis. Under advice from the CSO, this led to an application to 

become an Officer for National Statistics in 2010 and the granting of this status 

provided access to the full research micro-file for Ireland's SILC dataset from 2003. 

This allowed an exploration of the data on homeowners with a mortgage and 

confirmation of its usefulness.

Discussions with the CSO also considered the possibility of extracting data from the 

Quarterly National Household Survey (QNHS). This survey began in September 1997 

and is a large-scale nationwide survey of 39,000 households per quarter. It is 

designed to produce quarterly labour-force estimates which include the official 

measure of employment and unemployment in Ireland and has a much faster turn

around time than SILC. It also conducts special modules on social topics each 

quarter. At the time of discussion, the CSO was planning to conduct a special module
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on household financial distress as a result of the economic recession in Q3, 2012 and 

the QNHS team was preparing to pilot a questionnaire focused on the extent of 

expenditure cutbacks made by households in Q2, 2011. The possibility of including 

questions in the pilot survey that allowed calculation of the measure of housing 

stress used in this thesis was considered but ultimately this was dropped on the 

grounds of costs. Questions were included in the Q.2, 2011 QNHS pilot that did relate 

to housing stress, if only indirectly. These included whether the household had 

delayed or missed payments on loans (not just mortgage debt) and if households 

had changed or restructured their mortgage repayments by either switching lender 

or changing the maturity term of their loan. Notably however, no data were collated 

on the scale of the expenditure cutbacks and changes made by households (CSO, 

2012e).

Therefore, despite the fact that it takes at least twelve months to collect and collate 

the data between surveys, the SILC data were confirmed as the most comprehensive 

available dataset covering a wide range of areas other than household's housing 

costs and expenditure. The full SILC dataset for the period 2003 to 2010 was 

subsequently requested and provided by the Irish Social Science Data Archive 

(ISSDA) at University College Dublin (UCD). This dataset was mined for data on 

homeowners with mortgages and, using SPSS software, correlations were produced 

in relation to the following selected characteristics considered most useful to 

illustrating the impact of the Irish economic crisis at the level of the homeowner 

household:

Labour-force participation and economic status; 

Health status;

Poverty position;

Living ability;

Arrears and indebtedness; and 

Burdensome housing costs.
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Due to changes in the codebooks for the SILC dataset 2003 to 2010, weighted SILC 

data for the period 2006 to 2010 were used to illustrate these variables as national 

characteristics for homeowners with mortgages. The details of the relevant SILC 

variables selected and used to produce the statistical analysis of homeowners with a 

mortgage, together with an explanation of the sample design for SILC and how SILC 

data are weighted are set out in Appendix 2. The results of the analysis of SILC data 

for homeowners with a mortgage over the period 2003 to 2010 inclusive are 

presented in Section 5.3 of Chapter 5.

4.6 The Housing Market Delphi Panel Survey and Interview data, 2009 to 2010

As noted in Section 4.4.2, the availability of data on mortgage arrears and household 

repossessions in Ireland remains sub-optimal and scarce. This is especially the case in 

comparison to other EL) nations where data series supporting spatial and household 

analysis of mortgage default, arrears and repossession are well established and 

available as publicly accessible datasets of sufficient quality and detail to support 

advanced modelling and forecasting (for example, see Aron and Muellbauer (2010), 

especially for their typology of UK empirical studies on mortgage arrears and 

repossessions and their review of publicly available UK data on mortgage arrears and 

possession. Also see Figueira et al, 2005; Foote et al, 2008; Gathergood, 2009).

Recognising these data lacunae, the current research strategy adopted an alternative 

approach and sought to produce primary data that explored the decision making and 

changes that were underway within Irish mortgage finance providers during the 

expansionary 2000s credit cycle and the financialisation of Irish housing that 

resulted. It identified the Delphi method as a useful approach to harness the views 

of 'expert' decision-makers engaged in the provision of mortgage finance in Ireland. 

The Delphi method seeks to build a composite picture of the key dimensions of 

change and to refine the details of this picture through a process of iteration and 

dialogue between the identified experts recruited. Application of the Delphi method 

has been used in a range of studies including business planning, policy analysis, 

management information and citizen participation (see Critcher and Gladstone,
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1998; Linstone and Turoff, 1975). More recently it has been used in housing studies 

(see Handy, 2001; Mullins and Riseborough, 1997, 2000, 2001; and Mullins et al 

2003; Mullins, 2006).

The Delphi method is a hybrid of quantitative and qualitative methods. Qualitative 

methods are used to summarise patterns of responses to surveys completed by 

panel respondents. Typically, questionnaires consist of a series of scaled questions in 

which respondents are asked to indicate their degree of support or disagreement 

with a series of propositions. Qualitative methods are used to understand and refine 

results by using follow-up semi-structured discussion with panel members of their 

own responses in the context of the collective view emerging from the panel as a 

whole. A typical Delphi process consists of a number of sequential phases, identified 

by Turoff (1975) as follows:

• Issue formulation (through prior research)

• Qption exposure (through stakeholder interviews and discussion)

• Determining initial positions (of the panel) on issues and identifying areas of 

agreement and disagreement (through first round survey)

• Exploring reasons for disagreement (through follow-up discussion)

• Evaluating these reasons (through a second round survey)

• Re-evaluation of options

A large amount of effort is required by the panel facilitator in order to ensure the 

dialogue is maintained with the panel member. Also, it is important to stress that 

apart from their being identified as a fellow 'expert', panel members remain 

anonymous to one another throughout the process. The value of this approach is 

that it can enable a deeper understanding of an issue to emerge and be developed 

through an extended set of interactions between the researcher and the panel. 

However a major challenge is the problem of maintaining panel response and 

participation.
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To commence, in Q3, 2009, the Irish Banking Federation (IBF) was approached as the 

representative body for Irish mortgage providers, inviting it to (a) participate in a 

Delphi panel study on the Irish housing market, (b) to help identify individuals 

working as senior executives in their banking and building society membership, and 

(c) to encourage their participation in the panel required for the purposes of this 

research.

The timing of the approach was apposite given the turbulent events that were 

continuing to unfold in both Irish and European mortgage markets and the IBF 

identified individuals who were contacted directly via a sponsoring email from a 

senior IBF advisor setting out the broad aims of the research, explaining briefly the 

Delphi method, emphasising the confidentiality of the process and commending the 

research and their participation. Supporting material attached to the email included 

the researcher's biography, previous research publications and a letter confirming 

the doctoral-research status of the researcher.

By the end of Q3, 2009 a shortlist of 22 individuals, including individuals' titles, 

communication details and respective financial institutions, had been compiled by 

the IBF. Thereafter, the role of the IBF as gatekeeper concluded. In early Q4, 2009, a 

full letter of introduction to the research was issued using the moniker of a TCD 

Housing Market Delphi Survey. Letters were issued via posted hard copy alongside 

an email PDF of same^'*. Importantly, included in this correspondence was an 

introduction for panellists to the topics and issues that had been pre-selected for 

consideration by the panel members.

Adopting the approach of Turoff (1975) and Mullins (ef al 2003; 2006), these were 

based on a PEST (Politics, Economy, Society and Technology) analysis that drew on 

my prior research as well as the outcomes of discussions with IBF representatives. 

These discussions had highlighted the importance attached by the Delphi panel 

respondents to Irish government policy interventions in the housing market as well

A sample copy of correspondence with panel members is given in Appendix 3.
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as changes in financial regulation and control under European Economic and 

Monetary Union (EMU) and the impact of global financial liberalization that had 

resulted in establishing processes driving the financialisation of Irish housing. The 

PEST topics are set out in Figure 4.4 below and helped inform the production of the 

questionnaire used to determine the initial position of the panel members. Again 

following the approach of Turoff (1975) and Mullins (et al 2003; 2006), each of the 

22 Housing Market Delphi Panel members was issued a hyperlink via email to an 

online survey questionnaire inviting completion within a given timeframe in order to 

proceed (see Appendix 3 for a copy of the questionnaire).

Figure 4.4 The PEST analysis topics established for the Housing Market Delphi Panel

Politics Economics

• Sensitivity of Irish polity to housing • Globalisation of financial services
market issues industry

• Influence of social partnership on Irish • De-regulation and new funding models
housing policy for mortgage finance

• Financial governance and regulation • European Economic and Monetary
relating to Irish housing system Union International and national fiscal

• Planning and development system and monetary policy (e.g, ECB/ US
relationship to Irish housing supply Federal Reserve/ Irish state)

• Entrepreneurial aspects of Irish housing • Labour market transformation
system • Debt-based models of consumption

Society Technology

• Demographic changes in Ireland (e.g. • Information and Communication
household formation and headship Technology
rates) • New organisational models and

• Changes in patterns of housing demand changing hierarchies
related to net immigration (EU15 + • Decision making and information
accession) • Financial education and competency

• Changes in patterns of social mobility
• Dominant narrative/discourse on

lifestyle choice
• Financialisation of housing and lifestyles
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A total of 14 persons completed the survey to create a panel comprising senior 

representatives of the following financial institutions:

• The Irish Banking Federation;

The Irish Mortgage Council;

Allied Irish Bank p.I.c (AIB Bank)

Permanent TSB;

Haven Mortgages Ltd;

Bank of Scotland (Ireland);

KBC Bank;

Irish Nationwide Building Society;

Ulster Bank;

BBS Building Society; and 

Bank of Ireland.

Panellists held the following positions within these financial institutions: senior 

manager, portfolio management (x 2); head of home loans; senior manager, 

collections; advisor, retail banking; manager, retail credit; head of risk, wholesale 

banking and risk division; head of operations; chief risk officer; senior manager, 

mortgage products (x 2); head of strategy and business improvement/ marketing (x 

2); and head of compliance. There was a large spectrum of age ranges among the 

panellists but the majority were aged between 40 and 50 years of age. All bar one of 

the panellists had at least ten years or more experience working in banking and 

financial services. Educational and professional qualifications in banking, economics, 

finance, accountancy and management were held by the majority of panellists (see 

Appendix 3 for more details).

Of the 14 panellists who undertook the online survey, one did not complete it in full 

nor did they agree to a follow-up semi-structured interview and discussion.

However, 13 panellists did agree and this resulted in 12 semi-structured interview 

discussions being completed in Ql, 2010 using a combination of face-to-face
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interviews and, on one occasion, a telephone interview^^. These interview 

discussions all followed the same format. The panellist was invited to consider his or 

her response to the online survey questionnaire in light of the view given by all panel 

members and discussion was pursued to explore reasons for the panellists' 

disagreement with propositions in the questionnaire and whether the panellist had 

any additional comments in light of the overall view of the panel. These interviews, 

which latest between 1 and 3 hours, were digitally recorded and subsequently 

transcribed, coded using a refined PEST analysis as a coding framework and their 

content analysed. A sample of the online questionnaire used is given in Appendix 3.

During the subsequent months of Q2, 2010, the membership of the panel dwindled 

as the scale of Ireland's property and banking crisis deepened ahead of what became 

a key decision by the Irish government to renew a state guarantee of the total debts 

and liabilities of the complete Irish banking system in September 2010. This 'panel 

erosion' is not uncommon with the Delphi method. Jilson (1975) suggests that 

between one-third and half of participants may drop out at each stage in the 

iteration of a Delphi panel. Gibson and Miller (1990) found that in most cases it is 

not feasible to extend the life of the panel beyond three rounds of interaction. 

However, the severity of the Irish banking crisis led to job losses among panel 

members and the closure and departure from Ireland of some of the financial 

institutions they represented (for example Bank of Scotland (Ireland)) or the actual 

collapse of others (for example Irish Nationwide Building Society). This meant that 

the Housing Market Delphi Panel did not extend beyond two iterations and had 

dissolved itself by Q3, 2010, as individual members either formally withdrew or 

failed to respond to further requests for participation.

On this basis, therefore, the data and findings presented in Chapter 5 does not 

present the totality of data collated across the PEST topics in the survey 

questionnaire. Instead the data presented is focused primarily on those propositions 

in the online questionnaire relating to the overall financialisation of Irish housing and

The representative of the Irish Nationwide Building Society withdrew from the panel.
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on the comments, observations and opinions expressed by panel members in 

relation to these in their subsequent follow-up interview and discussion. In this 

regard, data is presented in Chapter 5 on the following topics:

Capital switching, financial liberalisation and Irish homeownership; 

Financial liberalisation, EMU, credit cycles and Irish house prices; 

Financialisation 'drivers' of Irish house price inflation;

Equity withdrawal and the financialisation of Irish homeowners; 

Financial liberalization, intermediaries, reckless and fraudulent lending; 

Financialisation and the 'drivers' of Ireland's house price crash; and. 

The likely future status of homeownership in Ireland

Flowever, these data do provide insight on the perspectives of decision-makers 

within Irish financial institutions and support a deeper understanding of reasons for 

the range of converging and diverging opinions and observations found among the 

panellists in relation to the propositions made in the initial survey questionnaire. 

Therefore, while this approach did allow for unambiguously conclusive statements to 

be made by panellists, these should not be taken as representing the outcome of a 

successfully completed Delphi method. Indeed, there remain a range of divergent 

and ambiguous views within the initial findings of the survey questionnaire that are 

unresolved as a result of the dissolution of the Delphi panel membership.

4.7 The Money Advice and Budgeting Service (MABS) and the MABSIS database

analysis, 2008 to 2009

Money Advice and Budgeting Services (MABS) constitute Ireland's only free, 

confidential and independent service for people in debt or at risk of getting into 

debt. A national MABS helpline enables individuals to access advice and support on 

money management and debt issues and also access so-called 'self-help' information 

and reference materials. A MABS service is a non-profit company limited by 

guarantee and managed by a voluntary board comprised in the main of
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representative stakeholders at local level who have an interest in assisting people 

who are in debt or at risk of getting into debt^^. Currently, there are 53 local MABS 

companies operating from 63 offices nationwide wherein consultations and clinics 

with MABS Money Advisors are conducted on an appointment basis. Since July 2009, 

the Irish Citizen Information Board has statutory responsibility for MABS and is 

responsible for funding and supporting services^^. It does this in conjunction with 

MABS National Development Limited^®.

The MABS client base includes households from across all housing tenures which are 

experiencing difficulties meeting everyday living expenses and housing costs due to 

income inadequacy, the costs of over-indebtedness and the challenges of accessing 

affordable credit. Since the GFC and the onset on Ireland's economic crisis, demand 

for MABS services has grown, particularly from homeowners in mortgage arrears or 

facing default as a result of unemployment and declining income^^.

On this basis, in Q2, 2008, a scoping enquiry with 16 Dublin-based MABS services 

was undertaken in order to confirm the availability of data held by them on the 

extent of problematic housing debt and also to seek their support and cooperation 

in accessing households experiencing problematic housing debt in the form of 

missed payments and arrears. A short report on the findings of this scoping exercise 

was produced and submitted to the senior management group at MABS ndl together 

with a request that access be granted to the national MABS database system (called 

MABSIS) for specific research purposes.

These usually include representatives of the local social welfare office, citizens information service 
and local authority as well as voluntary chartitable organisation such as the St Vincent de Paul.

The Money Advice and Budgeting Service (MABS) was established in 1992 under the auspices of the 
then Department of Social Welfare by way of five pilot projects with an initial objective of combatting 
illegal moneylenders.

Established in 2004 as a new national company, MABS National Development Limited (MABS ndl) 
provides support to local MABS offices. This includes technical support, training and money 
management education. MABS ndl also hosts MABS information systems and electronic fund transfer 
(EFT) facilities for the MABS Special Account, as well as providing national social policy development, 
promotional and communication supports, and managing the MABS website and the national MABS 
helpline.

During 2008, MABS quarterly statistical profile of its service users noted a significant increase in the 
number of homeowners with difficulties servicing their mortgages contacting both the national MABS 
helpline and presenting as new clients to local MABS offices. This trend has continued over the period 
to Q4, 2012. See http://www.mabs.ie/about-mabs/mabs-statistics/
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The MABSIS database and system is primarily designed for processing debt and bill 

payments made through local MABS offices and for recording basic data on clients to 

facilitate the work of money advisers in the various MABS offices. Access to the 

MABSIS dataset for 2007 and 2008 was granted in November 2009. Despite being 

identified as a potential source of data, the MABSIS database proved to be 

inadequate. Although data is collated centrally by MABS ndl, MABSIS generates little 

more than headline data. This data has limited use for research purposes as data 

cannot be easily cross-tabulated, for example to examine different client groups in 

isolation. In addition inconsistencies were identified in the way data was recorded 

and this raises questions on data reliability (a summary of the outcomes of the initial 

scoping exercise and the subsequent analysis of the MABSIS database is given in 

Appendix 4).

These insights were communicated to MABS ndl and this led to further discussions 

regarding what could be done to improve the data collated by the MABSIS database, 

a number of recommendations being made. However, it was also noted how the 

engagement with MABS ndl had increased the profile of the overall research enquiry 

with MABS staff, who remained generally supportive. This led to the proposal that 

MABS ndl support an alternative research strategy to develop and deploy a research 

survey of households using services in all local MABS offices which would rely on 

MABS staff acting as 'gatekeepers' to potential survey respondents. This required 

their sponsorship and support to encourage and enable households to give their 

consent to being contacted for a research survey interview.

4.8 The MABS Service-Users' Housing-Costs Survey and Interview. 2009 to 2010.

In order to test the feasibility of generating reliable data directly from MABS service 

users in relation to their current experience of housing stress and risk of potential 

exclusion, the staff of the national MABS Helpline were approached during 2009 in 

order to seek their cooperation to act as 'gatekeepers' for a pilot survey. Staff were 

invited to support the survey by inviting a Helpline caller to participate in a
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telephone interview during which a questionnaire would be completed. To assist, 

MABS Helpline staff were given an orientation on the nature of the survey, its 

confidentiality and how the data would be used. They were also invited to complete 

the pilot online survey in order that they could explain its scope and duration to 

potential respondents. Their feedback was useful in the development and logic 

design of the survey questionnaire.

With the support of MABS ndl, MABS Helpline staff cooperation was forthcoming 

and consequentially, for a two-month period in the summer of 2009, MABS Helpline 

staff asked callers if they would be willing to participate in what was promoted as a 

'Housing-Costs Survey'. Upon granting consent, MABS helpline callers' details were 

recorded on a pro-forma Excel spreadsheet and this was returned to the researcher 

for activation. In total, 72 interviews with MABS Helpline callers were conducted by 

telephone for the period, of which 59 were fully completed.

A detailed research instrument in the form of a structured questionnaire was 

devised for the purposes of the Housing-Costs Survey. The survey was hosted online 

and this enabled the survey interview to be conducted remotely via telephone. The 

flexibility this offered was noted by MABS Helpline callers as a significant factor in 

their agreeing to undertake the interview. The pilot survey questionnaire was 

developed based on aspects of the SILC survey, especially in relation to definitions of 

income. It aimed to gather and collate details on respondents' tenure type; 

disposable income and any recent changes; contractual payments; arrears extent 

and history; household composition, socio-economic status; and their subjective 

feeling and concerns for the future in terms of their housing situations. In addition, 

the survey allowed for additional data from mortgage holders in relation to the 

purchase of their home, their mortgage and any subsequent equity withdrawal and, 

if relevant, the arrears management practices of their mortgage provider. A copy of 

the final survey questionnaire is given in Appendix 4.

Subsequently, the data source, the research instrument and the data gathered were 

evaluated. It was noted that people contacting the MABS Helpline tended
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overwhelmingly to be owner-occupiers rather than tenants and therefore this source 

was not suitable for gathering data on housing stress among those renting their 

homes. Another issue with the source was that people contacting the MABS Helpline 

tended to be new, first-time or 'cold' callers; thus they were more interested, 

understandably, in advice on their debt problems than in completing a research 

survey. Some also expressed confidentiality concerns (almost a fifth of interviews 

were not fully completed as a result). It was noted how the research instrument 

itself needed to be further refined so that the data generated in terms of location, 

main income source and the conduct of mortgage providers for those households in 

arrears could be made more robust.

On this basis, a change in how the survey would be subsequently deployed was 

proposed. This time the research survey would rely on using MABS casework 

advisors located across the 63 local MABS offices nationally as 'gatekeepers' to their 

current clients. This was considered worth pursuing in order to generate more 

reliable data on a wider range of households which may be experiencing housing 

stress to varying degrees but would also allow for the possibility of a representative 

sample of all MABS clients to be assembled and interviewed. Through the offices of 

MABS ndl, each of the 53 local MABS office coordinators was contacted and the 

basis for the Housing-Costs Survey was set out and their participation as 

'gatekeepers' invited. This communication was reinforced by the presentation and 

dissemination of preliminary findings arising from the pilot phase to scheduled 

training meetings in Dublin held by MABS ndl for local MABS casework advisors.

While most MABS casework advisors were supportive of the research, a significant 

number expressed a reluctance to participate immediately as 'gatekeepers', if at all. 

As was found with the initial scoping exercise, their reluctance was based on a 

combination of heavy workload, associated insufficient time and resources together 

with a perception that they lacked the competency to support the research work. A 

further issue raised was the perception of how acting as a 'gatekeeper' would 

possibly change their role from being a 'trusted advisor' to more a remote 

'researcher'. These concerns were real and legitimate and, upon extended
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discussion, were found to relate to a lack of experience of research in general among 

MABS casework advisors as well as a more established professional caution 

regarding the role of third parties in communicating with households under 

considerable stress. These and other related issues raised by MABS casework 

advisors were largely addressed to their satisfaction by emphasising the researcher's 

professional training and background in the delivery of housing and homeless 

services to vulnerable and socially excluded population cohorts.

In addition to providing orientation and, to some extent, training sessions to MABS 

casework advisors on how their role as 'gatekeepers' would produce the sought- 

after outcome of direct access to households severely impacted by Ireland's 

economic crisis, supporting documentation and material was developed and 

distributed among local MABS offices. This consisted of a 'flyer' document, which 

drew attention to the research that was being conducted and encouraging 

participation, for distribution among MABS clients as they awaited their 

appointments with MABS casework advisors. It also provided a guide to the type of 

data that would be sought during the survey interview and a short pro-forma 

document that contained questions allowing potential respondents to calculate 

figures in relation to their income and living conditions ahead of the interview (see 

Appendix 4). In order to maximise participation, no screening of a potential 

respondents' housing tenure was imposed. The only qualification was that the 

potential respondent was identifiable as a head of household, living independently 

with a housing cost, either rent or mortgage.

Once the MABS casework advisor had obtained their client's consent to the research 

interview, their contact information was collated on an Excel spreadsheet and was 

returned via email for activation. Notably, the failure rate once MABS clients had 

consented to contact for interview was low as unlike the MABS Helpline advisers, 

MABS casework advisers had established a one-to-one relationship with their clients 

and were able to successfully promote the research. Subsequently, over the period 

October 2009 to March 2010, referrals were made from 27 separate local MABS 

offices (approximately half the MABS companies nationally). This resulted in 211
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successfully completed telephone interviews with MABS clients located in 24 of the 

26 counties of the Irish state. There were slightly more homeowners than tenants in 

the final sample, the latter split evenly into social tenants and private tenants. The 

interviews elicited a considerable amount of robust, reliable data on, inter alia, 

people's housing costs relative to their incomes, and their experience of financial 

difficulties in relation to their housing. Data were sufficiently accurate and robust to 

allow calculation of respondents' (equivalised) household incomes and compare 

these to their housing costs^°. This meant the proportion of income currently being 

spent on housing costs by mortgaged, social tenant, and private tenant households 

in the sample could be calculated using the enhanced ratio calculation of housing 

stress set out previously (Section 4.4.1). From the collated data, it was also possible 

to identify the socio-economic characteristics, paths into arrears and experience of 

financial difficulty among respondents who completed the survey. The analysis of 

this dataset is presented in the results Chapters 6 and 7.

In retrospect, a number of shortcomings with this approach can be identified. First, 

the survey questionnaire focused exclusively on housing costs and, as a result, data 

on other costs (e.g. of servicing unsecured credit commitments or utility liabilities) 

was not collated. The reason for this was that the telephone interviews were quite 

lengthy (at approximately 40 minutes on average) and were quite detailed. On 

balance, it was considered that adding another layer of questions might prove too 

lengthy a commitment for respondents. Also, although the final sample was over 

200 households, it could only be said to be 'reflective' of MABS service users as 

opposed to 'representative' of them (just how reflective of overall MABS service 

users for the survey reference period is detailed in Chapter 6). This was primarily 

because co-operation from all 53 MABS services was not forthcoming, and therefore 

the sample targets set for each MABS service were not met. Also, the resources 

required to engage in fieldwork in order to deliver a random, representative 

sampling procedure were not available. Another issue arising is that given that local

Interviewees supplied details on income from official statements including P45, P60 and P21 
balancing statements. In addition interviewees referenced all statutory benefits and allowances and 
confirmed income from all adult household members.
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MABS offices are primarily dealing with people already in financial distress, the 

survey is missing those households experiencing housing stress but not (yet) in 

difficulty or arrears or who have, for whatever reason, not presented to a MABS 

service for assistance and support.

Nonetheless, this research strategy found that local MABS services are an 

appropriate source of 'real-time' data on housing stress, housing insecurity and the 

risk of housing exclusion for the following four key reasons, namely:

• There exists a substantial pool of potential study respondents (approximately 

22,000 in 2012);

• There is an increasing number of MABS service users presenting with 

problematic housing debt issues;

• The close client relationship that exists between service users and MABS 

casework advisors facilitates referral for interview to a trusted third party, 

and;

• There exits an ability to isolate services in particular regions in order to 

establish spatial characteristics for the phenomenon being investigated.

Finally, while the telephone survey interviews were conducted at a single point in 

time, or cross-sectional in character, a question on whether people would consent to 

a further interview at some future point was posed. All except one survey 

respondent agreed. This enabled the recruitment from the initial Housing-Costs 

Survey respondents of a longitudinal panel in order to track changes in their 

household situation over time and to provide further evidence how the economic 

crisis and the state policy response, particularly in relation to mortgage arrears, were 

impacting on the risk of housing exclusion. On this basis, only homeowner 

households with a mortgage were re-contacted again in later 2010 and invited to 

explore their situations more fully and to examine whether circumstances had 

improved, stagnated or deteriorated since their first survey interview.
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4.9 The MABS Homeowners' Longitudinal Panel Interviews. 2010 to 2012

As noted earlier in Section 4.3, a hermeneutic approach requires an understanding 

of how context can shape understanding. In the case of the surveyed homeowner 

households from whom primary data was collated, understanding details of their 

declining economic resilience and the context for same is important in order to 

produce a deeper understanding of the meaning of a household's actions and 

statements in relation to their continued incorporation as homeowners under the 

forbearance arrangements introduced under the MARP as part of the Irish state's 

crisis policy interventions in the Irish housing system (see Chapter 2). This can help 

explain the divergence that emerges between a homeowner household's actions and 

how these are understood by the homeowner, both ideologically and in relation to 

the ontological security of homeownership in Ireland.

To support the development of such an understanding, a longitudinal survey panel 

was formed from among the original 118 homeowner households which were 

respondents to the Housing Costs Survey. Respondents were contacted once again 

and invited to participate in a semi-structured interview that was more qualitative in 

nature and focused on a range of topics related to the perpetuation of their risk of 

housing exclusion, their experience of individualisation, debt-disciplining and 

pauperisation as a result of their housing affordability stress and their housing 

insecurity (a copy of the interview schedule is given in Appendix 4). In total, 52 

second-round interviews were completed between December 2010 and February 

2011. The results of these interviews are presented in Chapter 8. Using the Housing 

Costs Survey data, a classification for all homeowners of being either more- or less- 

at-risk-of-housing-exclusion was developed and used to categorise homeowner 

respondents. Of the 52 second-round interviewees, 21 were originally in the more- 

at-risk-of-housing-exclusion category and 31 in the less- at-risk-of-housing-exclusion 

category. At the conclusion of the second interview, a request was made to 

interviewees to remain on the panel and undertake another interview. All 

interviewees agreed to this request.
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Subsequently, during June and July 2012, 30 households completed a third and final 

semi-structured, qualitative telephone interview (a copy of this interview schedule is 

given in Appendix 4). Of these households, 14 had originally been categorised as 

more-at-risk-of-housing-exclusion and 16 as less-at-risk-of-housing-exclusion. A 

larger percentage of more-at-risk-of-housing-exclusion households completed a 

third interview (14 of 21 or 66.7 percent) than did less-at-risk-of-housing-exclusion 

households (16 of 31 or 51.6 percent). In order to maintain the anonymity of panel 

respondents a descriptor, comprised of the gender and age of the head of 

household, whether the household was a new entrant to homeownership as a first

time buyer and whether their mortgage provider at time of interview was a prime or 

subprime lender, has been applied to each respondent. The findings of these 

second- and third-round interviews are presented in Chapters 8 and 9.
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Chapter 5

The impact of Economic Crisis on Irish Homeowners and insights from

Mortgage Providers

5.1 Introduction

This chapter presents primary data collated from two sources. Section 5.2 presents 

findings arising from survey research of a panel of senior executives of Irish banking 

and mortgage providers and from a series of follow-up interviews that discussed and 

explored the overall panel findings. Findings are presented on range of topics and 

thematic issues related to the causation and impact of the financialisation of 

homeowners and homeownership in Ireland. These include the impacts of capital 

switching and financial liberalisation on Irish homeownership, alongside the role and 

influence of the EMU credit cycle on Irish house prices during the 2000s. The 

financialisation 'drivers' of Irish house price inflation are then considered alongside 

the financial deepening effect of equity withdrawal by Irish homeowners. Findings 

on the role of financial intermediaries in the emergence of reckless and fraudulent 

mortgage lending practices during the 2000s are considered before the 

financialisation drivers of Ireland's house price crash are considered. Findings on the 

likely future status of homeownership in Ireland are then presented.

Section 5.3 changes the focus back onto actual homeowners in Ireland and presents 

an analysis of Ireland's Survey of Income and Living Conditions (SILC) data on 

homeowners with a mortgage over the period 2006 to 2010. It details how Ireland's 

economic and banking crisis has impacted on the overall socio-economic and health 

status of homeowners as well as on their poverty position, living ability and 

household indebtedness. It also illustrates changes in the official measure of 

burdensome housing costs among Irish homeowners.
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5.2 The financialisation of Irish homeownership: insights from Irish banking and

mortgage provider representatives

Data is presented here on the following topics and thematic issues related to this 

thesis's consideration of the fiancialisation of Irish homeownership.

Capital switching, financial liberalisation and Irish homeownership 

Financial liberalisation, EMU, credit cycles and Irish house prices 

Financialisation 'drivers' of Irish house price inflation 

Equity withdrawal and the financialisation of Irish homeowners 

Financial liberalisation, intermediaries, reckless and fraudulent lending 

Financialisation and the drivers of Ireland's house price crash 

The likely future status of homeownership in Ireland

5.2.1 Capital switching, financial liberalisation and Irish homeownership

As discussed earlier in Chapter 3, a majority of panellists (n=ll) recognised how, 

during the 2000s in Ireland, capital investment had switched away from the tradable 

sector of the Irish economy and into the built environment, particularly into housing 

and related construction activity (see Figure 5.1), although one panel member 

disagreed that this had occurred. Change in the relative size and importance of 

different sectors of Ireland's economy, especially in construction and in financial 

services, was also discussed by the panel. Two panellists noted how lop-sided growth 

in construction and banking had produced a structural weakness in Ireland's 

economy in the aftermath of the GFC.

"At the minute so it leaves us very, very susceptible to the financial crisis - 
the strength of the financial services sector but domestically in terms of your 
AIBs, Banks of Irelands, Ulster Banks and the retail banking but also in terms 
of all of our guys across the water here in the IFSC - like we have a big 
concentration of people working in financial services here in Ireland. And I 
think that is probably one big weakness we have in our economy is we don't 
actually produce anything at the moment and I think you need to have that
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manufacturing to really be able to weather any storms like this to any 
extent."

Ulster Bank representative

"Yeah, I think it's one of the serious side effects of the period that you saw it 
all around the country where traditional productive elements of the economy 
were just crowded out and right down to individual's economic behaviour. It 
was so influenced by the returns that we made out of being involved in 
housing, it crowded out everything else."

KBC Bank Ireland pic representative 

Figure 5.1 Panellist's views on capital switching into Irish housing

To what extent do you agree that since 2001 investment in Irish housing (e.g. building and 
constuction) crowded out investment in other performing areas of the economy (e.g. the tradable

sector)?

10-

Slrongly Disagree Disagree Neither agree 
nor disagree

Agree Strongly agree

Just six panel panellists agreed with the proposition that innovations in financial 

services and new kinds of financial markets (e.g. securitisation, derivatives, future
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trading) have meant, in short, the financialisation of everything. One disagreed. 

Similarly, six panellists agreed that a process of financialisation had been underway 

in Ireland leading to a deepening of the hold of finance over other areas of the Irish 

economy and daily life, as well as over the Irish state. Two disagreed. The remainder 

of panellists expressed no view on both these propositions (n=6 and n=5 

respectively) on the basis they were either unsure what the term 'financialisation' 

referred to or held no opinion on it. However, panellists who agreed with these 

propositions noted how shareholder interest in Ireland's banking industry was a 

particular driver of the penetration of interest-bearing capital into the economic and 

social spheres, especially in relation to competition for returns based on property 

development, and how this influenced decision-making.

"I'm a shareholder of this institution... and there's probably thousands and 
thousands of me out there, obviously... But there are institutional investors... 
which are the big boys and they really do drive, you know, the policy, to a 
large extent. And there's an element maybe of what happened here in 
Ireland and particularly in the financial sector and in the property market, 
that you know, I think some of the big shareholders, the institutional 
investors were saying - 'look guys, your return here, you know, you haven't 
got a market share in the property market, look at what Anglo^ are doing, you 

need to get another 5 percentage points on the market share on the property 
side there and then your share price will increase'...

Anglo [Irish Bank] were the darling of the stock market and people were, 
institutional investors would be looking at ourselves and AIB and Bank of 
Ireland and saying 'Jesus, how come?'They [Anglo Irish Bank] were very 
much aggressive into the property market, they had excellent service to be 
fair to them, they turned around things very quickly, they charged lovely juicy 
fees for it but they were the cutting edge of that stuff and people saw their 
share price going through the roof and said well 'why can't we have a bit of 
that?'

There weren't too many people pitching up at shareholder meetings of the 
banks over the last five years saying 7 want you to stop lending to the 
property market, we think that there's going to be a bubble here'. When they

^ Anglo Irish Bank
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were getting their divvies^ and their share prices going through the roof, so, 

you know. I don't think there was anybody, in fact. I can't talk for others but I 
never heard of anybody pitching up at any of the financial institution's AGMs 
saying 'I don't think you should lend any more money, the property market's 
overheating'."

Permanent TSB representative

This panellist also commented on how decision-making within Irish financial services 

was increasingly driven by a small elite group which had become very influential.

"I just think, in Ireland... I think it's a small country and there's a handful of 
people, you know, maybe fifteen, twenty, twenty-five, thirty people at a high 
level that can have a serious influence on where we can go, and where we 
were going. I think given all that the other facts there about the 
demutualization, you know, the globalization of finance, the availability of 
capital, the low interest rate environment, these entrepreneurial guys saw 
big opportunities and they availed of them. A small number of people 
became very influential, became very wealthy and people followed on and 
through that. And then between the ease of finance and everything else that 
was happening it just became a snowball effect. 'Opinion leaders' that was 
the marketing, 'opinion leader'."

Permanent TSB representative

Another panellist commented on the Irish Zeitgeist at the time (as previously 

discussed in Chapter 1).

"Now obviously other banks and financial institutions have an obligation to 
their shareholders to make similar returns [to Anglo Irish Bank] if they can. So 
that kind of drove a sense of irrational exuberance and then one person put it 
quite well and he said like a 'group think' effectively came into play as well as 
- that was very much I suppose at elite level, facilitated by the media - it was 
kind of-that was the message that was put out to the broader population."

Irish Banking Federation representative

Dividend payments
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A majority of panellists (n=10) also recognised how the deregulation of financial 

services on-going in Ireland since the 1990s had contributed to an increased rate of 

speculative investment in housing that in turn caused a higher rate of price inflation 

(see Figure 5.2).

Figure 5.2 Panellist's views on financial liberalisation and Irish house prices

To what extent do you agree that over the period since 1996, financial liberalisation and 
speculative investment raised the level of Irish house prices above where they otherwise would

have been?

Strongly Disagree -

Disagree-

Neither agree 
nor disagree

Agree

Strongly agree

One panellist commented on the emergence of an unregulated shadow banking 

system (as discussed in Chapter 3) and noted its role in the securitisation of 

mortgage finance, the provision of easier access to wholesale capital markets and its 

ability to remain outside national and EU regulatory regimes.
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"We went too far in the laissezfaire open market system [of] buying 
[capital]. There was a wholesale funding, there was buying and selling on 
mortgage books. Look at the international markets and you know there was 
the over-the-counter market and the under-the-counter market. And the 
under-the-counter market, you know, was everything... [If] there was a big 
regulation they would come up with something else. They were always one 
or two steps ahead of the game, steps ahead like of regulation."

EBS Building Society representative

As discussed in Chapter 1, the manner in which the consumption of housing as an 

investment in Ireland is supported via housing policy and, specifically by taxation and 

fiscal incentives, was identified by panellists as a key factor enabling capital 

switching into the Irish built environment. As one panellist noted:

"It's not a normal market you know. There are subsidies and there are taxes."

Irish Banking Federation representative

Others were more specific about the actual role of fiscal incentivisation on decision

making in relation to home building and home buying during the housing bubble of 

the 2000s, and particularly how Irish government budgetary decision-making in 

relation to transaction taxes on homeownership (i.e. stamp duty) helped fuel house 

price inflation.

"You needed to get onto the property ladder and buy a property because it 
made financial sense for you to have a mortgage and to be able to claim 
reliefs in relation to that. In fact, you know, it became a mantra really for Irish 
property owners that. Property was the only way to stay ahead of the game, 
to maintain affordability. If you didn't do it... if you didn't own a home you 
would never get onto the ladder. And even if you weren't thinking about 
buying one, 'buy an investment property now"’

Haven Mortgages representative
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"Yeah, completely wrong and that has come home to roost you know and it 
was a very short-sighted sort of government policy to say well 'look we will 
stimulate this because like we are getting more and more' [stamp duty]... to 
the fact where they could see that 20 percent of the Irish economy was now 
in the construction sector and if that went wrong it was going to bring down 
everything else but yet they kept pounding and making incentives into it."

EBS Building Society representative

"Having a completely different approach to taxing property would have been 
much more preferable. But unfortunately just at the peak of the market, 
reducing stamp duty for first time buyers does what? It only serves to 
exacerbate the speed of increase in house prices and draw more people into 
the expectations led purchase decisions and that in turn bid prices up 
further."

EBS Building Society representative

Overall, panellists clearly identified the importance of reducing or eliminating tax 

reliefs for property investment in order to manage the risks of house price bubbles in 

Ireland better. Reducing or eliminating income-tax allowances for mortgage interest 

and placing a tax on the imputed rental income of homeowners were also ranked 

reasonably highly (see Figure 5.3).

The panel unanimously agreed that Irish society considers home ownership to be the 

'natural way' to live and eleven panellists agreed that Irish society has also elevated 

home ownership as the only life-style choice that promises greater freedom and 

choice. One disagreed. Twelve panellists agreed that Irish society has commodified 

all aspects of home ownership and transformed housing from a social good into an 

asset in the process. One disagreed.
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Figure 5.3 Panellist's ranking of fiscal instruments considered effective at managing the risk of house
price bubbles

From your perspective, please rank the effectiveness of the following fiscal 
instruments in managing the potential risks of house price 'bubbles', in 

descending terms of importance, with 1 being most important and 7 being the least
important

Transaction taxes 
(e g stamp duty)

Reducing or eliminating 
income tax allowances for 

mortgage interest p .

Reducing or eliminating 
tax reliefs for 

property investment

Land value tax (on 
site of residence)

Taxation on imputed rental 
income in privately 

owned primary residenc

Taxation on the number 
of properties 

owned by individuals

Taxatron on the 
value of properties 

owned by individuals

I Most important (1) 

12
13

14
15

16
I Least important (7)

12 14 16

Some panellists commenterd further on the importance of the long-standing Irish 

preference for homeownership and how this was encouraged and supported by 

government policy. The influence of house price inflation on the home-buying 

decision-making of new entrants was noted, as too was the manner in which the 

home was becoming increasingly commodified as a designer space.

"In Ireland there's always this historical thing and, you know, without being 
blase, 800 years of oppression, your house is your castle, all of that stuff, 
ownership, owning your piece of land and owning your house is huge and I
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think the government has probably responded to that to a large degree over 
the years and encouraged that and everything else."

Permanent TSB representative

"Having spoken to particularly first time buyers a couple of years ago, we did 
a piece of work with them and it was...it was panic, 7 have to get on the 
ladder and I have to buy a house, because if I don't nobody will respect me. I 
can't be 29 and living at home with my parents, I hove to buy a house'...

I think it's certainly a focus for people either to get on the ladder or to 
upgrade, the whole cocooning of the home to make it as comfortable as 
possible and put in...even for the weather...putting in outdoor rooms...I 
couldn't believe some of the stuff that the people were buying."

Allied Irish Bank (AIB) pic representative

One panellist noted how house price inflation induced a mesmerising effect that 

obv/oted recognition of the increased indebtedness accompanying it.

"It almost was the Irish people saying to themselves ‘we've made it, we are 
now the most successful within Europe in terms of growth, in terms of 
affluence and you can all suck on it!' Before that we've been the poor 
country. It [house prices] became a fascination with Irish people, particularly 
in Dublin, people would know what street you lived in and almost what the 
rough value of your property was, and would gauge in terms of how 
successful you've been according to the price, rather than saying 'how much 
did you take out of the bank?' In other words how much are you actually in 
debt for?"

Bank of Scotland (Ireland) Ltd representative
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5.2.2 Financial liberalisation, EMU, credit cycles and Irish house prices

Ten panellists agreed that over the period since 1996, financial liberalisation and 

speculative investment raised the level of Irish house prices above where they 

otherwise would have been. None disagreed. Seven panel panellists agreed with the 

proposition that even without the advent of EMU and the credit cycle it generated in 

the 2000s, financial liberalisation would still have allowed a significant housing boom 

in Ireland and would have contributed to the creation of a price bubble (see Figure 

5.4). Three panellists disagreed.

Figure 5.4 Panellist's views on financial liberalisation, EMU and Ireland's house price bubble

To what extent do you agree that even without the advent of EMU, financial 
liberalisation would still have allowed a significant housing boom in Ireland 

and would have contributed to the creation of an 'asset price bubble'?

I Strongly Disagree

I Disagree

I Neither ^ree 
' nor disagree

I Agree

I Strongly agree
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As previously discussed in Chapter 2, panellists noted the direct influence of ECB 

interest rates on mortgage lending during the 2000s, while one also noted how 

continued participation in EMU reduced Ireland's ability to take advantage of a 

currency devaluation that had previously be used as a basis for attempts at 

economic recovery from previous crises.

"The advent of EMU definitely did reduce the cost of capital and it reduced a 
lot in Ireland."

Irish Banking Federation representative

"The impact of the EMU was the availability of credit. So, I think it made the 
bubble worse than it was - but I think the bubble was coming anyway."

EBS Building Society representative

"ECB rates dropped to their low level and that's kind of sustained things for 
the last couple of months of the boom. First time buyers particularly were 
able to borrow a huge amount of money because the rate was so low."

Allied Irish Bank (AIB) pic representative

"It has had a more pronounced effect on what has happened for us especially 
around things like the interest rate falls that have happened. The counter to 
that is if interest rates start to go back up it will be catastrophic for Ireland."

Ulster Bank representative

"Well we're tied in. We couldn't devalue our currency, which is what we had 
done [before] or set a different interest rate. Like God help everybody when 
interest rates go up next year, or this year."

Ulster Bank representative

Panellists identified the primary drivers of Irish house price inflation over the period 

of the 2000s as being growth in real household income combining with an increased 

availability of credit and lower interest rates under EMU (see Figure 5.5).
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Figure 5.5 Panellist's ranking of what drove Irish house price inflation during the 2000s

From your perspective, please rank the following drivers of Irish house 
price inflation in descending terms of importance, with 1 being most 

important and 6 being the least important.

Growth in real income

Interest rates

Building costs 
(including land prices)

Planning system

Availability of credit

Demographic change

j > 1 0 1 2 1 4 16

I Most important (1) 

12
13

14

15

I Least important (G)

One argued how the global credit cycle was of particular importance to Irish house 

price inflation.

"Obviously the role of the banks and changes in regulation in the banks and 
general worldwide liquidity and availability of credit was a factor that had an 
effect. The other thing that is there in a slightly different vein but it had the 
same effect was the wall of liquidity that was in the market, coming forward 
from 1999 following the Asian crisis and then following Nine Eleven [attack 
on NYC in 2001] when central banks reduced interest rates and made heavy 
availability of liquidity. There was a lot of money chasing return, not just
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through banks, in all types of investment and that was a driver in pushing 
asset values of all kinds."

KBC Bank Ireland pic representative 

5.2.3 Financialisation 'drivers' of Irish house price inflation

Panellists were asked to rank five so-called 'drivers' of Irish house price inflation^. 

Overall the panel agreed that the most significant driver was the introduction to the 

Irish mortgage market of the 100 percent plus mortgage. Secondly, the availability of 

interest-only mortgage products, as well as the relaxation of credit controls and the 

widening of lending criteria were identified and key drivers. The influence of 

increased LTVs was also identified as a primary driver, while longer-term mortgage 

products were identified as an important secondary driver (see Figure 5.6)

3 These drivers were considered part of the process of the financialisation of Irish housing and had 
been identified and agreed as such by panel members prior to survey completion and follow-up 
interview (see Chapter 4 for more details).
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Figure 5.6 Panellist's ranking of financialisation drivers of Irish house price inflation

From your perspective, please rank the following 'financialisation' drivers 
of Irish housing market price inflation in descending terms of importance, 

with 1 being most important and 5 being the least important.

Longer term mortgage 
products (i.e.> 20 yrs)

Increased LtV ratios 
(ie >80%)

Availability of 
100%+ LtV mortgages

Availability of'Interest 
Only' mortgages

V/idening of lending cnteria 
limits (e g based 

on ratio of mortgages .

1 Most important (1) 

12
13

14

I Least important (5)

8 10 12 14

Panellists offered insights on how the identified primary financial drivers influenced 

households' decision-making in relation to the purchase and consumption of 

housing, as well as on their usefulness in maintaining positive house price inflation.

"The 100 percent mortgage, you know, I think that gave credence to the 
belief that the financial industry felt that you couldn't go wrong with 
property. The punter in the street must say 'well, Jesus if the banks are going 
to give you 100 percent you can't go wrong. That's how much you can't go 
wrong because look, they're giving you 100 percent, but you can't go wrong 
because they must believe it'll be worth another twenty or thirty percent in 
five years time'."

Permanent TSB representative
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"Absolutely, it [lending criteria] used to be twice your salary - or two and a 
half and then a lower amount for the second partner, ok? That would have 
went up then to three and then you would have got maybe one or two for 
the other partner, and then eventually you were getting three and three, and 
it might even come up to four or five."

Ulster Bank representative

"A bank is like a business, it will operate within the parameters it is given. If 
you allow it to offer mortgages over 40 years it will offer them over 40 years 
because by the way then it suddenly opens up a new market of potential 
borrowers. But of course it also puts a lot more borrowers on the market and 
therefore if it's in a competitive bid situation you're going to find that 
property prices go up and that's exactly what happened."

Bank of Scotland (Ireland) Ltd representative

As also discussed in Chapter 3, one panellist offered an insight on how the use of 

debt-service to income ratios had come to the fore in lender's decision-making on 

advancing housing finance to borrowers in order to bridge the 'deposit gap' between 

house prices and incomes.

"You have interest-only mortgages, and you can have 100 percent mortgages 
but you first of all have to qualify to get a mortgage. And to qualify to get the 
mortgage - you wouldn't have qualified if [house price is] over two and half 
times your salary. You wouldn't have qualified on three times salary either. 
So they went for the disposable income approach. So the move [was made] 
to the different assessment criterion of a percentage of net disposable 
income. That then triggered that I could have lent you, like one hundred 
grand last month and now I will lend you two hundred and fifty grand this 
month. A big change! And then from that there was a massive demand surge 
and it all is a self-fulfilling prophecy."

BBS Building Society representative

The same panellist also noted how 'financial innovation' was relied upon to improve 

the affordability position of borrowers as Irish house prices continued to rise.

189
Chapter 5



"I would have found that over the last number of years the innovation that 
came into the market in terms of tracker mortgages and more competitive 
fixed rates was based around that whenever prices rose people's affordability 
got stretched, so they had to come up with new products."

BBS Building Society representative

Other panellists also noted a change in how affordability was understood and the 

models and mechanisms used to measure it during the expansive credit cycle of the 

2000s, with the emphasis being on ensuring credit advances in the form or mortgage 

finance remained positive throughout.

"Affordability as a concept really though I think is something that kind of 
went by the wayside in terms of during the boom. You know how easy credit 
was to get at the time - a lot of people would have been over-extending 
themselves. They would have been... getting mortgages for terms that were 
going right into their pensionable years, those sorts of factors. So I think the 
relationship really between a person's income [and borrowing] probably 
became less tangible."

Irish Banking Federation representative

"It became an imperative for those people who were in that situation 
[aspirant new entrants to homeownership] to buy themselves a property 
which on the models used by the lenders at the time it was difficult not to 
qualify for the sum of money that you required to purchase."

Haven Mortgages representative

5.2.4 Equity withdrawal and the financialisation of Irish homeowners

Nine panellists agreed that homeowners in Irish society had relied on equity 

withdrawal to support increased consumptions and lifestyle choice and that this had 

increased their financial deepening. One disagreed (see Figure 5.7 below).
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Figure 5.7 Panellists views on equity withdrawal and its financialisation impact

To what extent do you agree that in pursuit of increased consumption and lifestyle choice, Irish society 
embraced the use of the 'housing wealth effect' of house price inflation through increased financialisation

(e.g. equity release products)?

Strongly Disagree Disagree Neither agree 
nor disagree

Agree Strongly agree

Some panellists commented on how equity withdrawal became increasingly 

understood as a core element of household income and how this led to significant 

changes in attitudes to speculative investment and actions, including parents 

subsidising their children's entry into homeownership, as well as to increasingly 

unsustainable levels of household consumption.

"Boundaries have just gone out the window, and I think the whole thing 
heated up so much that people got into a fervour and they just thought I've 
just got to buy. People's parents thought 'my God if my children don't get on 
the ladder now' so they threw money at them and said here's thirty grand

191
Chapter 5



and forty grand as the deposit, you know for you to buy a place. The worth of 
money just dropped to the floor, because people thought 'this is a golden 
goose my house, fantastic, I can actually spend an extra twenty to thirty 
grand a year and just go back and top up again, and by the way I have still 
got the same equity on my house, or more'."

Bank of Scotland (Ireland) Ltd representative

The same panellist noted how equity withdrawal was being used for speculative 

investment, especially in the buy-to-let housing market. This insight was further 

corroborated by the comments of two other panellists.

"What happened previously when the buy-to-let market grew up originally 
was people moving house and deciding to keep hold of their original main 
dwelling. So they'd live there, they bought a house for the right reasons in 
the beginning which was about location; it was a home for what they wanted. 
And suddenly we've moved from that to greed which was - this is an easy 
way to flip quickly and take twenty grand, thirty grand, and forty grand^."

Bank of Scotland (Ireland) Ltd representative

"So, the demand for housing wasn't the initial hierarchy of needs. I'm going 
back. People had their shelter, right? So people wanted the self-actualization, 
right? They wanted that very much. They wanted the five houses so they 
could go down to the pub and say 'well do you know how many houses I have 
and how much money I'm worth now?' And the whole economic and wealth 
effect was kicking in so that's what drove it and the whole thing that made 
that affordable wasn't income, people were still earning fifty grand a year, 
their income levels didn't change, what changed was the fact that they could 
borrow, buy a house and interest rates were 2 percent and they can get a 
yield of 5 percent and they were quid's in. That's what changed."

Permanent TSB representative

From an industry perspective 'flipping' is 'the process of making a series of loans on the same 
property, in quick succession, in order to generate repeated rounds of fees, penalties and other 
transaction costs (Aalbers, 2012: 317). As used here, the panelist is referring to the purchase of 
residential property during a period of rapid price inflation that was re-sold shortly afterwards and 
captured a significant capital gain.
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"Like every man on the street has a buy-to-let that would, like ten years ago 
he wouldn't have had his own house let alone a buy-to-let property with his 
own house like. Like some people have got portfolios of buy-to-let 
properties... I think it will happen in the future again absolutely. Hopefully not 
in my career."

Ulster Bank representative

Another panellist also commented on the buy-to-let phenomenon and its 

relationship to easier equity withdrawal through mortgage refinancing and top-up 

loans (as discussed in Chapter 3). This panellist noted the challenge of maintaining a 

prudent lending position and the hostility that could emerge from other financial 

intermediaries if a mainstream mortgage provider did not provide fluid equity 

release mechanisms.

"From a financial point of view, you could go 'interest only', as people would 
say, just to get this particular investment property, the pension or whatever 
and [people thought] 'sure the rent would be coming in and then I'll have got 
through the worst of it in two or three years and then maybe I'll buy another 
one and I'll sell the first one'. It's [equity release] playing back into the 
amateur investor.

I think it totally facilitated that, which led to a lot of price movement then. 
When everybody was buying property and people come in and said '/ want to 
buy an apartment in Bulgaria' and you're kind of going, 'well have you seen 
it?' 'Well no, but my friend has and my friend was there and she said she is - 
so I'm going to buy one', and there was very little real decision process 
behind it.

We were forced down a certain road but we didn't go as far thankfully I 
suppose now. We got a lot of criticism as a bank for not being out there, not 
lending, not helping people to get into this mode. We didn't do 100 percent 
mortgages, we didn't do equity release on that basis, we didn't do equity 
release for elderly either, but we got a lot of criticism from people, 
particularly the brokers who would have said don't go near AIB, because 
they're too conservative.
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I just know from talking to some of the other lenders that where we're 
dealing with customers in arrears that an awful lot of the problem is 
exacerbated by the fact that they may have topped up for something."

Allied Irish Bank (AIB) pic representative

5.2.5 Financial liberalisation, intermediaries, reckless and fraudulent lending

Six panellists agreed with the proposition that financial liberalisation equates with 

risky lending by financial institutions which in turn is driven by short-terms returns 

and bonuses. Four disagreed and three held no opinion. However, nine panellists 

agreed with the claim that mortgage brokers and other financial intermediaries 

contributed to reckless and possibly fraudulent lending practices. Three disagreed 

(see Figure 5.8).

Figure 5.8 Panellist's views on the contribution of mortgage brokers to reckless and fraudulent
mortgage lending practices

To what extent do you agree witli the claim that the role of mortgage brokers and intermediaries in Irish 
society during the housing boom contributed to possibly fraudulent and incomplete mortgage finance 

applications and risky and reckless lending practices?

Strongly Disagree-

Disagree

Neither agree 
nor disagree

Agree

Strongly agree
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Additionally, ten panellists agreed that sub-prime mortgage lenders had also 

contributed to reckless and possibly fraudulent lending practices during the boom 

period of the 2000s. Three disagreed (see Figure 5.9).

Figure 5.9 Panellist's views on the contribution of sub-prime lenders to reckless and fraudulent
mortgage lending practices

To what extent do you agree with the claim that the role of sub-prime lenders in Irish society during the 
housing boom contributed to possibly fraudulent and incomplete mortgage finance applications and risky

and reckless lending practices?

Strongly Disagree-

Disagree

Neither agree 
nor disagree

Strongly agree

The panellists held a wide range of views on the issues of so called 'liar loans' 

(fraudulent loan applications). Two noted how it reflected general risk taking in a 

market society that sought out opportunities, with one panellist emphasising how 

subprime lending practices, while different, were not necessarily imprudent.

"It is [an] assumption that you make that people who were obviously willing 
to take more risks to get finance that maybe they will embellish their 
application more - there is a higher likelihood of that."
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Irish Banking Federation representative

"I think it would be difficult to generalise broker-retail intermediary 
[relations]. I think they are - I think that the desire to submit fraudulent 
applications is market-wide - it is just the channel."

"They [subprime lenders] became almost a natural focus for more of those 
types of applications but I am not sure that they contributed as such. Their 
practices were different but in many cases the practices of sub-prime lenders 
were actually much more stringent in some areas of analysis. I speak from 
experience in that I was involved in KBC and the set up of the Stepstone 
mortgage business which was a joint venture with Lever Brothers. Some of 
the approaches and policies and criteria that they had were much more 
stringent."

Haven Mortgages representative

However, other panellists were unambiguous about the roles played by subprime 

lenders and mortgage brokers. They noted how the role played by brokers as 

financial intermediaries seeking to maximise the value of mortgage finance that 

could be offered to a household became increasingly influential and powerful. So 

much so that mainstream lenders began to adopt some of the same less than 

prudent and accountable practices.

"I suppose the biggest factor I would see that sub-prime lenders contributed 
was that they brought self-certification into the market or at least they were 
the largest contributor of that product. A couple of the mainstream lenders 
did it to a lesser extent. I would say that was where they contributed to the 
fraudulent aspect, or permitted I should say, rather than contributed to it."

KBC Bank Ireland pic representative

"Now a lot of the brokers are hugely responsible" [for reckless and fraudulent 
lending]

Allied Irish Bank (AIB) pic representative
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"Yeah there would have been pressure to that extent, and like during the 
boom years brokers were a powerful group, in terms of introducing 
mortgages, and obviously they would have had relationships across town 
with various banks. So there can be an element of trading one off against the 
other, for both price and service, and that. Like [they] pushed, pushed so that 
banks probably got too involved in trying to turnover mortgages quickly as 
opposed to maybe the quality. Mortgage brokers were - you have to be 
careful how you put this one - they were probably economical with the 
information that they were sending to the banks as well so that they got the 
maximum return. At the end of the day they were trying to get the maximum 
amount of mortgage because that was what their commission was driven 
on.

Ulster Bank representative

The same panellist raised concerns over other key actors in the housing market, 

particularly in the areas of valuation, conveyancing and legal arrangements for 

mortgage draw down.

"Solicitors... in some cases weren't doing what they should have been doing. 
Valuations in some cases were questionable. There is nobody you can't put a 
finger on in the whole cycle in my view. Collectively we need to sort out our 
houses going forward."

Ulster Bank representative

This insight was echoed by another panellist who was considerably more forthright 

about the overall failure of due diligence within the international mortgage finance 

industry in the USA and in Ireland and how this has stored up hugely difficult issues 

in the future for the effective management of impaired and distressed loans where 

missed payments and default occur.

"I will give you one quick analogy about the [United] States. I was down in 
Florida. And there was an argument. People were now getting upset because 
the banks were asking them to verify their income when they applied for a 
mortgage. But the due act of diligence was wrong there as well. Like, if you 
think for every securitisation they did - whatever investment bank took on 
that securitisation they did a sample set often, no sorry five, percent of that
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the number. So, you have V thousand applications and say you pick five 
percent and just looked at them! Ireland suffered from the same and we 
need to put a bridge around 2002 to 2006. We thought we were in control. 
But I think that was the first fundamental problem, that there was far too 
much money available to the banks, far too easily."

EBS Building Society representative

One panellist offered another insight that connected reckless lending at the retail 

branch level with the decision-making of directors serving on the boards of lending 

institutions.

"Whether financial liberalisation equated with risky lending and 
recklessness? Well there is two parts of it I suppose. I would agree with 
reckless and risky lending driven by short-term returns and loans. I mean it 
might have been otherwise but was it always short-term returns and bonuses 
sometimes like. As I think, even [named individual] who is from UCD, she was 
on the board of Ulster Bank like four years ago she told them 'listen, rein in 
there, lads, stop lending so much' - she would have been shot"

Irish Banking Federation representative

Another very pertinent piece of information was given by one panellist who declined 

to be identified as its source and who noted that the due diligence verification of five 

percent of mortgage applications was deliberately confined to those applicants with 

secure employment (mostly permanently employed PAYE sector households) as they 

were considered more likely to be making a true declaration of their income.

5.2.6 Financialisation and the 'drivers' of Ireland's house price crash

Panellists ranked seven pre-identified 'drivers' of the collapse of Ireland's housing 

market in terms of importance (see Figure 5.10 below).
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Figure 5.10 Panellist's ranking of the drivers of Ireland's housing market crash

From your perspective, please rank the following drivers of the Irish 
housing market collapse in descending terms of importance, with 1 being 

most important and 7 being the least important.

Irish buyers lost confiderKe 
in the prospect of 

future capital gains.

House pnces over-inflated 
with relation to 

earnings and unsustainable

The downturn in the US 
housing market that triggered 

the worldwide'c. ..

Irish overexposure to 
risky domestic lending for 

property development .

Growing unemployment 
and income rediKtion

Over-supply of housing

Government fiscal policy 
(taxation) changes

1 0 1 2 1 4 16

I Most important (1) 

12

13

14

15
16

I Leastimpoftar4(7)

Among the factors considered important was the fact that house prices had become 

over-inflated in relation to earnings and were unsustainable. Secondly Ireland's 

overexposure to risky domestic lending for property development was also ranked 

highly. However, the drivers that scored highest were the impact of the downturn in 

the US housing market that triggered the global financial crisis and subsequent credit 

contraction (the so-called 'credit crunch') and how this led to Ireland's economic and 

banking crisis and the accompanying growth in unemployment and reductions in
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household income. As discussed in Chapter 3, considerable reference was made by 

the panellists to the origination of the GFC in the US subprime housing market and 

the role played by the shadow banking system in generating a fear of bad debt 

contagion that in turn heralded the end of the expansive credit cycle of the 2000s 

and helped install a crisis of over-accumulation that saw capital switch away from 

the Irish residential built environment. One panellist even offered a sarcastic 

welcome to the GFC.

"The key problem and the key driver of the crash? The first domino to fall 
was the [US] subprime market and now maybe you will have to forgive my 
economics, if the hedge funds are all built around the subprime and the 
repackaging of these loans and all of that sort of stuff, which I think they 
probably are to be fair. Yeah that was the whole thing, like, it was like musical 
chairs, like, and who held the money? Who owned the debt? That was the big 
one.

Permanent TSB representative

"Thank goodness that America had the issue that they had with the mortgage 
market, because I say we would have gone on for another four or five years. 
We would have been up even higher to fall off the cliff."

Bank of Scotland (Ireland) Ltd representative

While undoubtedly of some influence in the subsequent credit contraction and its 

impact on Ireland's economy and housing market, the beginning of the Irish housing 

market crash in fact pre-dated the collapse of the Lehman Brothers investment bank 

when it filed for Chapter 11 bankruptcy protection (on 15*'^ September 2008 in NYC) 

as a result of losses originating in the US subprime mortgage market from its 

subprime lender BNC Mortgage (which had been a major provider of mortgage 

finance and was highly exposed to the growing mortgage default rates that triggered 

the GFC). Evidence confirms how the causes of the Irish property crash were home

grown and related primarily to the financing of Ireland's property bubble by Irish 

financial institutions (Kelly, 2007; Conefrey and FitzGerald, 2010; Duffy, 2012b). 

While one panellist returned to the issue of the appetite for risk-taking among the
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banking sector, other panellists were particularly strident in their assessment of an 

over-all failure of financial regulation as not only being a key factor that helped 

cause Ireland's property-related banking crisis, but also how the re-regulation of Irish 

banking by government, while now a priority, remains highly contested. However, 

what was also notable among panellists was a general reluctance to accept any 

overall responsibility for what the Irish financial sector did in terms lending practice 

decision-making on advancing mortgage capital to finance home-buying and related 

speculative investment.

"If you look back at what [Ireland's] traditional banking system would have 
worked towards, it was very small, incremental growth levels. Now there was 
a huge appetite for risk out there, but it was all on the basis that there was 
no down-side and you know, that's where, if you're talking about a 
guaranteed return, then that's the very basic level that it [investment 
decision-making] sits at."

Allied Irish Bank (AIB) pic representative

"My view is that the government and the regulator are more culpable than 
the banks, because the banks worked within a structure, now they went a bit 
gung-ho as well, you can't completely remove the responsibility, but I think 
that the banks are there to make money."

"There's certain moral responsibilities for the government to go 'we need to 
slow this down' and for the regulator to stop looking at the micro issues, 
which is what they seemed to be doing, rather than looking at the strategy 
and say ‘you know what? We're going to say to banks from now on its thirty 
year mortgages, not forty... or only a multiple of three times their 
[borrower's] income or only x percent of their disposable income is the 
absolute ceiling and we will be checking to make sure that you abide by that'. 
Yeah, they just say 'here's the new rules guys, and you need to abide by 
them'. And they're doing it now, but I think that is the horse, the stable and 
the field have all left! There's just a crater where it used to be and you know, 
hindsight is a wonderful thing, but the flags were there in 2006 if you look to 
the European data on mortgages. It was at that point the alarm bells should 
have gone off"
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"We need to make some radical changes and they [government] seem to be 
sort of side-stepping and hoping that by doing a little bit that the tower will 
lean back the other way. The tower is going to fall over."

Bank of Scotland (Ireland) Ltd representative

"I think the challenge was, well it was emperor's new clothes time for 
everyone wasn't it. I think, look everyone failed a bit, but in terms of the 
failure there I think it was, it was a big failure and I include the central bank in 
that and the regulator in that and the government in that."

BBS Building Society representative

"If you look at England after their property crash in the 1980s, they went [for] 
hyper-regulation but now they are moving back towards self regulation 
through the voluntary codes, which is the correct way to do it I think. But it 
[regulation] is incumbent upon the integrity of the people in charge of the 
banks and the institutions and unfortunately we suffered from a lack of 
integrity"

BBS Building Society representative

5.2.7 The likely future status of homeownership in Ireland

Panellists ranked the impact of a number of factors on the future status of 

homeownership in Ireland. The factors rated as most important were the impacts of 

'post-boom' attitudes to homeownership combined with the impacts of default, 

mortgage arrears and repossession and the economic adjustments underway in 

Ireland as austerity measures are being imposed by government (see Figure 5.11).
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Figure 5.11 Panellist's ranking of factors influencing the future of Irish homeownership

From your perspective, please rank the impact of the following on any likely future 
reduction in the dominance of home ownership in the pattern of Irish housing 

demand in descending terms of importance, with 1 being most important and 6 
being the least important

Impact of reduced 
net immigration

Impact of 
demographic changes

Impact of changes in 
patterns of social mobility

Impact of'post-boom' 
economic adjustment

Impact of default 
and possession rates 

in home-ownership

Impact of'post-boom' 
attitudes to home ownership

1 0 1 2 14

I Most important (1) 

12
13

14

15

I Least important (6)

Panellists noted the unprecedented scale of Ireland's property crash and how it 

would change future attitudes to homeownership, and, as discussed in Chapter 2, 

also noted how Ireland's house price crash would lead to an increased transfer of 

housing demand to rental housing. This would mostly likely occur for household's in 

negative equity who required greater labour market mobility in order to secure 

employment.
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"I think that people are confusing a recession and the property crisis as one 
and the same thing - they are two separate completely different things. We 
will come out of recession long before we come out of this property crisis."

"You may see like a movement towards long-term renting and this may be 
the opportunity to do it. Because people are very, very scared now to make 
this purchase."

EBS Building Society representative

"Yes there will be a change. It'll be a change from the reality of what 
happened in the last two or three years and the fright that people have got 
and, you know, people may decide now going forward - well look, you know, 
is it the most important thing in your world that you must own your piece of 
land and you must own the roof over your heads? You know getting yourself 
into such a large mortgage, borrowing such large amount of monies to do 
that and now obviously left with, you know, for a lot of people, left with a 
very, very bad sour taste."

Permanent TSB representative

"They [households in negative equity] either can't move or they're going to 
take such a big hit that they'll have no capital to buy their next house. So I 
think what will happen is, they will rent those and they will end up renting 
themselves"

Bank of Scotland (Ireland) Ltd representative

The growth in mortgage arrears and the resulting potential for home repossessions 

formed the basis for a number of insights from panellists. These noted how the 

experience of default and arrears, particularly for younger people, would produce a 

significant change in their attitudes and behaviour. Panellists also noted how the 

major contributory factor for the incidence and growth in arrears was structural and 

related to a loss of income through unemployment and how supports from the Irish 

social welfare system were time-limited and would lead to an interruption in 

mortgage interest payment flows. One noted the reluctance of lenders to repossess
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in the absence of any alternatives and stated that their institution had not pursued 

repossession while subprime lenders had.

"Yeah, I hate to see it - the younger people are more likely to be the people 
who are more likely to be in default and difficulties. They will influence their 
generation."

Irish Banking Federation representative

"Most of the issues for an individual are predicated on the loss of a job. 
You've got jobseeker's allowance for the first 12 months and you've got 
maybe some income, social welfare supplement. So you can get through the 
first 12 months. The problem I think will get a lot worse if after that period of 
time, there's no sign of a job coming and that's where people get into 
trouble."

Allied Irish Bank (AIB) pic representative

"If you go back four or five years ago, people who got into difficulties were 
either people who had just been completely reckless or had other issues. 
You'd have had family breakdowns, people maybe who had problems of one 
type or another that led them into difficulty. You're seeing completely 
different things out there now. Unemployment, business failure."

KBC Bank Ireland pic representative

"Well, it's really a zero sum game if you do repossess. The government does 
not want to intervene because they don't want to take any more housing lists 
on. They don't want any independent agencies to get involved because they 
might be required to fund [them i.e. housing associations]. So the banks will 
have to continue and we have done that, as I say we haven't repossessed a 
home and our history has been good so far, but the subprime lenders are 
much more aggressive at moving people on"

Allied Irish Bank (AIB) pic representative
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While the rates of lender repossession at the time of interview were indeed low in 

Ireland compared with the UK, the above opinion does not align with the factual 

reality that, since the onset of the housing crash and the growth in the incidence of 

mortgage arrears, all Irish lending institutions have placed large numbers of 

borrowers in arrears on formal notice of the possibility of losing their homes if they 

do not maintain mortgage repayments. Mortgage providers - both prime and 

subprime - have also proceeded to engage in court proceedings and have taken 

homes into possession (see details in section 3.9 in Chapter 3). This is despite 

consecutive moratoria imposed on the Irish banks in part as a condition of their on

going recapitalisation by the Irish state.

Panellists noted how a consequence of Ireland's economic adjustment and austerity 

would combine with income loss to increase the incidence of default. One argued 

that while many households will maintain and adhere to the strict discipline required 

to meet their arrears and debt repayments, others, particularly households with 

negative equity, would be less motivated to do so and would be more likely to 

engage in a strategic default, abandonment or voluntary surrender of their home. 

Another panellist was considerably more direct on the importance of learning the 

lesson that debt discipline would impose.

"You have people who are going to just default because their incomes drop 
and you know they're the people who don't have any options. You'll have 
people then who just stick with their commitments and just get on with it, 
they'll continue to pay. I think you'll have a group of people and nobody 
knows what that will be, but there is no question in my mind that you'll have 
people who will maybe be in that grey area of deciding 'do I continue to push 
myself to the limit when I've a huge negative equity?

I think you will get people just giving up for that reason, because they just 
don't see any point in paying for the next twenty years to bring themselves 
back to an even keel. For people to walk away from debt it's probably not as 
big a stigma as it would have been in the good times."

KBC Bank Ireland pic representative
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"I think we will have a period of three, four or five years when people work 
through the short-term debt. I think that sort of mortgage arrears will grow 
because - and I hope I am right - there is an element like, that they have 
learnt their lesson. They have had their fingers burnt and that they will say 
'right I will go through the short-term debt. I am not going to borrow to buy 
that type of car again or I am not going to borrow to go on that type of 
holiday or that expense or this expense'. That they will learn that, you know, 
don't spend money you don't have."

BBS Building Society representative

Panellists noted how one of the market solutions that was being considered as likely 

to resolve the arrears position of households was the development of inter- 

generational mortgage loans that could be inherited or transferred from parents to 

offspring (or possibly vice versa). This would allow arrears to be capitalised onto the 

balance outstanding for a mortgage and could allow restructuring of the mortgage 

payment regime to take account of reduced household income. Another market- 

based solution being considered was the splitting of a mortgage whereby arrears are 

capitalised onto the mortgage balance outstanding and a proportion is 'warehoused' 

thereby allowing mortgage repayments to be adjusted downwards to take account 

of reduced household income. Both these proposals were said to be favoured by 

banking industry representatives at the time of interview, with the latter being 

recently adopted under government policy (see Chapter 3). However, one panellist 

did note the challenges this proposal faced from households who could emigrate.

"Yeah, well the government are currently looking at what they call generation 
loans and they're talking to IBF. Now this is between ourselves anyhow, but 
they're looking at what other alternatives do we need to look at because of 
the arrears and what's there and to keep people in homes and things like 
that. Looking at warehousing and all of that."

Head of Strategy and Business Improvement,
[Name of institution withheld]

"I think there will be circumstances whereby you know, somebody has a forty 
year term you know, they come to the point in time where they no longer
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have the income to service the debt and there would be desire to transfer 
that debt to a son or daughter."

Haven Mortgages representative

"I think there is an inherent challenge with this generational mortgage which 
is that one generation [is] making a decision for the next. Japan is one 
country, but you know, Irish people will make up their own mind in relation 
to not maybe staying and emigrating. If they can find somewhere to emigrate 
to, of course."

EBS Building Society representative

Other panellists were more convinced of the need for the Irish government to 

engage in a deliberate programme of debt write-down for households in arrears with 

unsustainable mortgages. They argued that without such an approach the overall 

housing market would remain illiquid for an indeterminable period. Debt write-down 

was also simply recognition of the reality faced by households.

"I think the write-down will have to happen. If it doesn't happen the market 
will stay frozen in my view because there is no way for customers to be able 
to move house or do anything from that perspective and we are not going to 
get this solved by making it better just for first time buyers to come in. What 
we need to do is get the purchasing chain going again so people moving up, 
moving across and so on that is how you will free up the market. The first 
time buyer is only one part of that chain it is rest of the chain needs to free 
itself up."

Bank of Scotland (Ireland) Ltd representative

"People who've got in to purchasing homes, who are in over their head and 
the government are - with the social partners - are insisting that they should 
not be able to get out of that, that they should retain that ownership. 
Whereas in fact, it might be in their best interest to let people escape from 
the trap that they're in because in some cases people just don't have maybe 
the capacity to deal with what they need to do, because it's not just about 
making the mortgage payment every month."

Allied Irish Bank (AIB) pic representative

208
Chapter 5



Notably, however, panellists were also aware how the in the post GFC period the 

global financial system had shifted into a different cycle of accumulation that was 

affecting Ireland and that would not be to the benefit of highly financialised and 

over-indebted Irish homeowners facing default or in arrears whose income had 

fallen and who would remain subject to the discipline of debt repayment obligations 

and the accompanying austerity impacts on their quality of life.

"Yeah, because I think in general, the poor didn't benefit from it [Ireland's 
Celtic Tiger], We certainly did. I mean, maybe the middle class got a wee bit 
better off, but they're probably going to pay for it now. And the people that 
were rich at the time? In general, they are still there."

Ulster Bank representative

"Unfortunately the people who were having the party are not necessarily the 
people who are going to bear the brunt of it"

Bank of Scotland (Ireland) Ltd representative

5.3 The Irish economic crisis and mortgaged Irish homeowners: data from the Survey

on Income and Living Conditions (SILC), 2006-2010^

In order to detail the impact of the Irish economic crisis at the level of the 

homeowner household with a mortgage, EU SILC data for 2004 to 2010 and 

weighted Irish SILC data for the period 2006-2010 is presented here in relation to the 

following selected characteristics:

Labour force participation and economic status 

Health status 

Poverty position 

Living ability

Data presented here is a summary of available Irish SILC Data for 2006 to 2010 on homeowners with 
a mortgage collated from the Irish Social Science Data Archive (ISSDA) in 2012 and of comparative EU 
SILC data collated from Eurostat. For more details on this data and on SILC see Chapter 4.
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• Arrears and indebtedness

• Burdensome housing costs^

5.3.1 Labour force participation and economic status of Irish homeowners

Irish homeowner households with a mortgage experienced a significant rise in 

unemployment between 2006 and 2010. In 2006, only 4.7 percent of these 

households contained someone of working age who was not working. By 2010, that 

figure had more than doubled to 10.5 percent (an estimated 49,500 households). 

Focusing specifically on unemployment among these households, in 2006, only 6.2 

percent of households contained an unemployed person. By 2010, that figure had 

again more than doubled to 16.5 percent (an estimated 77,500 households).

Notably, the number of homeowner 'heads of household' reporting their main 

economic status as 'ill or disabled' also more than doubled, from 1.3 percent in 2006 

to 3.0 percent in 2010 (over 14,000 households).

5.3.2 Health status of Irish homeowners

A significant decline in the health of members of homeowner households with a 

mortgage is reported for the period 2006-2010. For example, in 2006, 16.6 percent 

of mortgaged homeowner households reported experience of a chronic illness or 

condition. By 2010, this figure had risen to 22.1 percent, amounting to over 104,000 

households. As regards their health status, in 2006, this was described as 'bad' or 

'very bad' in only 1.3 percent of mortgaged homeowner households. By 2010, this 

figure had increased to 3.3 percent, comprising around 15,000 households. Also 

notable is a substantial increase in the number of mortgage homeowner households 

who qualified for a medical card. In 2006, 12.4 percent of mortgaged homeowner 

households were entitled to a medical card. By 2010, this had risen to 19.3 percent.

Based on Irish SILC data, in 2010 the estimated household population of homeowners with a 
mortgage (including tenant purchase) is 471,890.
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or about 91,000 households. This is directly linked to the decline in income 

experienced by these households over the period^.

5.3.3 The poverty position of Irish homeowners®

The relative income poverty rate among mortgaged homeowner households (at 60 

percent of median household income) was broadly similar in both 2006 and 2010; 

although there was a reduction in 2007 and an increase in 2008 (see Table 5.1 

below). In 2006, 9.5 percent of mortgaged homeowner households were at risk of 

poverty. In 2010, this figure was little different, at 10.3 percent (an estimated 48,500 

households). In terms of consistent poverty, a slight increase was identified among 

mortgaged homeowner households, from 3.2 percent in 2006 to 4.6 percent in 2010 

with again, a reduction in 2007 and an increase in 2008 and 2009. However, as noted 

in section 5.2 above, basic or 'enforced' deprivation has emerged generally as a 

major issue in Irish society and also within mortgaged homeowner households. By 

2010, 32.2 percent of these households (around 150,000) were reporting enforced 

deprivation in terms of an inability to afford at least one of a series of 11 items, and 

17.8 percent (an estimated 84,000 households) reported deprivation in respect of 2 

or more items. The increased incidence of deprivation among households above the 

poverty line was highlighted by the Central Statistics Office (CSO) in its December 

2011 briefing on the release of the preliminary findings for SILC 2010^.

^ A medical card issued by the Irish Health Service Executive (HSE) entitles the holder to receive 
certain health services free of charge. To qualify for a medical card household weekly income must be 
below a certain figure for a range of family sizes. Cash income, savings, investments and property 
(other than the family home) are taken into account in the means test. The weekly income limit for a 
single person living alone is €184.00 (€201.50 if aged between 66 and 69 years) and for a married, 
cohabitating or lone parent family with dependent children is €266.50 (or €298.00 if aged 66 to 69 
years). Allowances are also payable for each child. See:
http://www.citizensinformation.ie/en/health/entitlement to health services/medical card.html#l22
125 (accessed 5.1.13).
* Section 3.7 in Chapter 3 provides a definition relative income poverty, deprivation and consistent 
poverty as used in Ireland.
® See http://www.cso.ie/en/media/csoie/newsevents/documents/silcprelim2010.pdf (accessed 
5.1.13)
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Table 5.1 Relative and consistent poverty rates among Irish mortgaged homeowner households,
2006-2010

2006
%

2007
%

2008
%

2009
%

2010
%

At risk of poverty (at 60% of median income) 9.5 5.6 7.2 7.0 10.3
Consistent poverty (at 60% of median income) 3.2 1.5 2.2 2.9 4.6

Source: Compiled from ISSDA SILC data, 2006 -2010

5.3.4 Living ability of Irish homeowners

There are a number of indicators which, taken together, suggest that mortgaged 

homeowner households were finding their ability to manage comparatively more 

difficult in 2010 compared with 2006. The percentage of these households which 

had to go into debt for ordinary living expenses during the previous 12 months 

almost doubled from 7.7 percent in 2006 to 13.4 percent in 2010 (see Table 5.2). 

This percentage equated to 63,000 such households.

Table 5.2 Living ability and debt among Irish mortgaged homeowner households, 2006-2010

2006
%

2007
%

2008
%

2009
%

2010
%

Had to go into debt for ordinary living expenses 7.7 6.4 9.8 13.1 13.4
Source: Compiled from ISSDA SILC data, 2006 -2010

In terms of their ability to save at least some income regularly, the percentage of 

mortgaged homeowner households unable to so save rose from around a third in 

2006 (33.2 percent) to over half in 2010 (54 percent), so that by 2010, over 250,000 

households were in this position. As regards ability to make ends meet, there was a 

noticeable shift between 2006 and 2010. In 2006, just over half mortgaged 

homeowner households (55.5 percent) were finding at least some difficulty in 

making ends meet. By 2010, the corresponding figure was well over two thirds (69.8 

percent), equating to nearly 330,000 households. Over the same period (2006-2010), 

more mortgaged homeowner households were finding it difficult to afford to deal 

with an unexpected required expense (of around €1,000); in 2006, 30.5 percent of 

these households reported that they would be unable to meet such an expense, but 

by 2010, this figure percentage had risen to 41.9 percent, equating to nearly 198,000 

households.
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5.3.5 Arrears and debt among Irish homeowners

The extent of arrears among the mortgaged homeowner households cohort 

increased rapidly over the period 2006 to 2010. The percentage of households 

reporting that their mortgage had been in arrears within the previous twelve months 

quadrupled from 2.3 percent in 2006 to 9.3 percent in 2010 (equating to 44,000 

households). Notably, mortgaged homeowner households also reported an 

increased incidence of utility and loan arrears. The percentage of these households 

reporting that they had been in arrears with utility bills within the previous 12 

months almost trebled from 3.6 percent in 2006 to 10.2 percent in 2010 (equating to 

just over 48,000 households). Similarly, the percentage reporting loan repayments 

having been in arrears in the previous year also trebled, from 1.7 percent in 2006 to 

5.2 percent in 2010 (equating to over 24,000 households) (see Table 5.3 below).

Table 5.3 Increase in the percentage of Irish mortgaged homeowner households reporting arrears,
2006-2010

2006
%

2007
%

2008
%

2009
%

2010
%

Mortgage arrears 2.3 3.5 3.3 6.3 9.3
Utility arrears 3,6 2.6 6.0 7.5 10.2
HP/loan arrears 1.7 1.3 2.1 4.0 5.2

Source: Compiled from ISSOA SILC data, 2006 -2010

A similar picture emerges regarding the perceived burden of overall debt repayment 

among mortgaged homeowner households. In 2010, an estimated 75,000 of these 

households described their debt repayments as 'a heavy burden' and a further 

125,000 such households were finding their debt repayments 'somewhat of a 

burden' (see Table 5.4).

213
Chapter 5



Table 5.4 Perception of debt repayment costs among Irish mortgaged homeowner households,
2006-2010

(Debt repayment costs)
2006
%*

2007
%

2008
%

2009
%

2010
%

A heavy burden 4.8 6.7 8.9 13.2 15.9
Somewhat of a burden 15.7 26.0 25.5 26.9 26.5
Not a burden at all 10.8 22.8 18.8 12.7 11.3
Not applicable 35.5 41.6 46.0 46.9 46.2
Not stated - 2.9 0.8 0.2 -

Source: Compiled from ISSDA SILC data, 2006 -2010 ‘data subject to reclassification in 2006 due to change in survey 
methodology

5.3.6 Burdensome housing costs among Irish homeowners

In terms of perspectives on the burden of debt repayment, there is evidence from 

the Irish SILC data that more mortgaged Irish homeowner households were finding 

the associated mortgage repayments a heavier burden in 2010, compared with 2006 

(see Table 5.5 below). By 2010, nearly 175,000 of these households were reporting 

their related payments to be 'a heavy burden'; a further 250,000 described their 

payments as 'somewhat of a burden'.

Table 5.5 Perception of housing costs repayments among Irish mortgaged homeowner households,
2006-2010

(Housing costs)
2006
%*

2007
%

2008
%

2009
%

2010
%

A heavy burden 22.4 17.8 24.1 30.2 36.9
Somewhat of a burden 57.7 60.6 59.1 57.3 53.9
Not a burden at all 19.5 21.6 16.8 12.5 9.1

Source: Compiled from ISSDA SILC data, 2006 -2010

From the foregoing, it can be seen that a combination of Irish households' over

indebtedness, recession-impacted and falling net disposable incomes and growing 

unemployment, together with higher borrowing costs means that overall housing 

costs for homeownership are increasingly perceived as burdensome^°. Based on the 

overall EU SILC dataset, the official Eurostat measurement of burdensome housing

A cross-country study on mortgage indebtedness based on data from the European Community 
Household Panel (ECHP) survey for the years 1994-2011 found that households evaluate their own 
debt burden partly in comparison with the debt position of their peer group and in a way consistent 
with social stigma considerations which lessen in significance as markets expand. Households' 
assessment of a debt burden therefore tends to diminish in more expanded credit markets and this 
process can be reinforced by reference to other households in a growing pool of debt holders 
(Geogarakos etal, 2010:5). Significantly, this study did not include data for Ireland.
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costs is calculated as the percentage of households where total housing costs (net of 

housing allowances) represent more than 40 percent of the total disposable 

household income (net of housing allowances). Figure 5.12 presents Irish SILC data 

on the percentage of the population living as homeowners where housing costs are 

calculated as burdensome on this basis.

Figure 5.12 Housing costs overbudern rate for Irish homeowners, 2003-2010

- OwnerIRE ■ MortgageIRE

Source: Data compiled from Eurostat online database, EU SILC data, Code: tessil64 
Hyperlink to the data:
http://eop.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=l&plugin=l&language=en&pcode=tessil64

What is notable is how all homeowners, both outright owners and mortgagors, are 

experiencing increasingly burdensome housing costs, with the steepest increase 

being among those with mortgages. The rising housing-cost overburden rates among 

outright homeowners can be interpreted as being associated with the penetration of 

credit into the outright homeowner market in the form of collateral-based equity 

release financial products introduced to the housing market by financial 

intermediaries during the period of the credit bubble. Figure 5.13 presents the 

equivalent data on the basis of different types of homeowner household in Ireland. 

Single person households are the largest household type found to be experiencing 

housing-cost overburden rates, followed by single person households with 

dependent children.
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Figure 5.13 Housing cost overburden rate by Irish homeowner type, 2004-2010

Single person with dependent children IRE - Single person IRE

Source; Data compiled from Eurostat online database, EU SILC data, Code: tessil66 
Hyperlink to the data:
http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=l&Dlugin-l&language=en&pcode=tessil66

Further insight on how the Eurostat measure of burdensome housing costs is 

associated with household's with lower income deciles is confirmed by the data 

presented in Figure 5.14 that shows this housing cost overburden rate by poverty 

status (i.e. households with income below the median equivalised national 

household income) for Irish households in comparison to the rates for the EU (15 

member states) and Euro area (17 member states). The rate of increase in housing- 

cost overburden rates for Irish households below this poverty line rose from 12.2 

percent in 2008 to 26.1 percent in 2010. The data presented in Figure 5.15 is the 

same measurement of burdensome housing costs for all Irish households with 

incomes above 60 percent of the median equivalised national household income, 

again in comparison the rates for the EU and Euro area. Notably, the data records a 

modest decline in this measure of burdensome housing costs across the EU and Euro 

area. In contrast, a modest increase was recorded for Ireland over the period 2004 to 

2010.
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http://epD,eurostat.ec.europa.eu/tgm/table.do?tab=t3ble&init=l&pluein=l&laneuage=en&pcode=tessil63

5.4 Summary

Primarv data presented in this chapter focussed on the financialisation of 

homeownership in Ireland during the bubble period of the 2000s. It provided an 

understanding of the financialisation of Irish housing and homeownership and 

discussed findings on the role the liberalisation of international credit markets had in 

bridging the deposit gap between Irish household income and house prices, and how
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this accompanied risky, reckless and at times possibly fraudulent mortgage finance 

lending in Ireland as part of an expansionary European credit cycle. The further 

penetration of interest bearing capital into Irish homeownership via mortgage equity 

withdrawal and debt rationalisation, the after-effects of the global financial crisis and 

the growth of mortgage arrears among homeowners was also considered, among 

other relevant issues. Secondly, the chapter presented primary data that shows how 

the income and living conditions of Irish homeowners deteriorated under the impact 

of the GFC and Ireland's economic and banking crisis. However, questions remain on 

the income position of homeowner households with mortgage arrears, as well how 

financially sustainable their owner occupied housing is. These and related questions 

are considered in the results chapters 6, 7, 8 and 9 that follow.
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Chapter 6

Households in Crisis: data on the impact of Ireland's economic crisis on the 

income and living conditions of the study population

6.1 Introduction

As noted in Chapter 5, in the aftermath of the GFC and the impact of Ireland's economic and 

banking crisis on the national population, and in particular on homeowners with mortgages, 

additional data is required at the level of overindebted household at risk of default, or 

already experiencing missed payments and mortgage arrears. Data is required to illustrate 

the complexity of the phenomenon of the extent of housing stress that is being 

experienced, alongside the extent of housing insecurity and the risk of housing exclusion. 

This chapter presents an analysis of primary data from a detailed survey of overindebted 

households drawn from new clients using the Money Advice and Budgeting Services (MABS) 

over the six month period from October, 2009 to March, 2010. Over this reference period, 

9,848 new households registered as MABS clients. Data is presented here on 211 of these 

households (equating to just over 2 percent of new MABS clients) who completed a detailed 

online survey of their household income and living conditions, with a particular emphasis on 

their housing costs to household income and details related to the incidence and extent of 

default and arrears (Chapter 4 provides more details on the design, piloting and 

implementation of this survey instrument). Primary data presented here gives an overview 

of the MABS sample study population and confirms how their demographic characteristics, 

tenure status, and main income sources closely reflects that of the overall new MABS client 

base for the reference period. It profiles the overall MABS sample in terms of key 

characteristics including demography, nationality, residential location and housing tenure, 

labour force status and household income. Data will illustrate the impact of the economic 

and banking crisis on these households. The chapter then presents data on these 

characteristics for the cohort of homeowners among the sample and provides a more 

detailed account of their income position using calculations of equivalised net household 

income. This allows for changes in the income and living conditions of homeowners with

219
Chapter 6



mortgages to be compared to the overall MABS sample and for comparisons to be made 

with the national Irish population relating to household income for 2009 and 2010.

6.2 MABS Housing Cost Survey: sample overview (n=211)

The tables and figures below describe the following characteristics among the total MABS 

housing costs survey sample (n=211);

1. Demography (gender, age, marital status and household composition in terms of 
number of dependent children residing in household);

2. Nationality;
3. Residential location (by county and whether rural or urban);
4. Housing tenure status (homeowner or renter)
5. Labour force status (participation); and
6. Household income (income source, equivalised household income and reported 

income decline over the 12 months prior to interview)

6.2.1 Demography

The overall MABS sample contains more females (54 percent, n=114) than males (46 

percent, n=97) as heads of household. The average age of heads of households was 41.26 

years (median: 39 years). Both gender breakdown and average age for this study's sample 

population are reflective of the total MABS client base for the reference period when data 

was collated (Q4, 2009 to Ql, 2010)^. Over this period there were 9,848 new MABS clients 

nationally, of whom 54 percent (n=5,276) were female and 46 percent (n=4,572) male. Over 

half all new MABS clients in Q4, 2009 were aged 26 to 40 years (54 percent, n=2,341). In Ql, 

2010 53.5 percent (n=2,968) new MABS clients were in the same age group. The median 

figure for the age of this study's MABS sample falls into this age group.

The most frequently reported marital status of the MABS sample households was married 

(39 percent, n=82). This proportion was moderately above the overall MABS client base for 

the reference period (31 percent, n=3,058). The next largest group in the study sample were

^ Data source from MABS national statistics for Q4, 2009 and Ql, 2010. Download from 

httD://www.mabs.ie/about-mabs/mabs-statistics/ (accessed 5.1.13)
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single households (29 percent, n=60). This proportion was moderately below that for the 

overall MABS client base for the reference period (38.7 percent, n=3,813). The proportion of 

separated households in the study sample (13 percent, n=28) matched that of the overall 

MABS client base for the reference period (13.7 percent, n=l,351). The MABSIS database 

does not give a comparator for the proportion of cohabitating couples in the study sample 

(10 percent, n=21).

The proportion of divorced households in the study sample (7 percent, n=15) is higher than 

in the overall MABS client base (2.4 percent, n=233) while for widowed households in the 

study sample (2 percent, n=4) the proportion is equivalent to the overall MABS client base 

for the reference period (2.2 percent, n=219). Figure 6.1 illustrates the breakdown of the 

marital status of the study population on a percentage basis.

Figure 6.1 Marital status of households in MABS sample (n=211)

Separated
13%

couple/cohabiting
10%

Eighty four percent (n=177) of respondent households stated they had children, 26 percent 

(n=34) stated they did not. The number of children within the study sample was found to be 

489. Household's with two children were the largest household type (n=60) and the majority 

of households with children had three or fewer (n= 133) (See Table 6.1).
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Table 6.1 The number of children per household within the MABS sample

Number of Children Number of Households Percentage of 
Sample

1 39 22.2%
2 60 34.1%
3 34 19.3%
4 15 8.5%
5 15 8.5%
6 6 3.4%
7 3 1.7%
8 3 1.7%
12 1 0.6%

Households with children are over-represented in this study's sample in comparison with 

the overall MABS client base for the reference period (where 61.5 percent, n=6,053 were 

households with children). In total, 128 (60.7 percent) of sample households had dependent 

children residing with them at the time of interview, and 83 (39.3 percent) did not. Table 6.2 

below confirms that just under one in four (24.6 percent) of sample households had two 

dependent children residing with them at the time of interview.

Table 6.2 Number of dependent children residing within households in MABS sample
(n=211)

Frequency Percent Valid
Percent

Cumulative Percent

0 2 .9 1.5 1.5
1 35 16.6 26.9 28.5
2 52 24.6 40.0 68.5
3 24 11.4 18.5 86.9

Valid 4 9 4.3 6.9 93.8
5 6 2.8 4.6 98.5
6 1 .5 .8 99.2
7 1 .5 .8 100.0
Total 130 61.6 100.0

Total 211 100.0

When offspring did not live with the respondent, this was generally because they were adult 

children who were living elsewhere (n=32, 50.8%) or because they were living with their 

other parent (n=15, 23.8%). Eight respondents (12.7%) had shared custody of their children. 

A further eight respondents had adult children living with them, seven of whom were 

making a financial contribution to the household (through work or social welfare payments)
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and one adult was making no financial contribution. Having another dependent was 

unusual, just three respondents living with one of their parents and one having a nephew 

living with them.

6.2.2 Nationality

The MABS sample is predominantly Irish by nationality with 92.9 percent (n=196) of 

households identifying themselves as such. The remainder comprised UK citizens (5.7 

percent, n=12), with one household each identifying themselves as an EU citizen, a Brazilian 

and a Liberian. There is no comparator here with the overall MABS client group as this data 

is not collated by the MABSIS data system.

6.2.3 Residential location of households

The respondent households in the MABS sample were distributed across 20 of the 26 

counties of the Irish state, with the majority of households being located in Dublin (38.9 

percent, n=82). Based on given addresses for each respondent, the majority of sample 

households were classified as residing in either an urban district in a metropolitan city area 

(40.2 percent, n=85) or an urban district in a county area (36.5 percent; n=77) and the 

remainder as residing in a rural townland area (23.2 percent, n=49).

Table 6.3 below gives the distribution of the sample on a county basis. Notably there is no 

comparator data available from the MABSIS database.
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Table 6.3 Residential distribution of households in the MABS sample by county (n=211)

County Frequency Percent Valid
Percent

Cumulative Percent

Dublin 82 38.9 38.9 38.9
Wicklow 13 6.2 6.2 45.0
Mayo 28 13.3 13.3 58.3
Waterford 16 7.6 7.6 65.9
Cork 6 2.8 2.8 68.7
Meath 6 2.8 2.8 71.6
Louth 7 3.3 3.3 74.9
Roscommon 8 3.8 3.8 78.7
Leitrim 2 .9 .9 79.6
Kilkenny 2 .9 .9 80.6
Longford 1 .5 .5 81.0
Sligo 10 4.7 4.7 85.8
Cavan 1 .5 .5 86.3
Galway 7 3.3 3.3 89.6
Donegal 2 .9 .9 90.5
Kerry 7 3.3 3.3 93.8
Monaghan 8 3.8 3.8 97.6
Offaly 1 .5 .5 98.1
Tipperary 2 .9 .9 99.1
Kildare 2 .9 .9 100.0
Total 211 100.0 100.0

6.2.4 Housing tenure status

The majority of respondent households in the MABS sample are owner occupiers, either 

with a mortgage (n=119), or outright owner occupiers (n=4). The remainder are social 

housing tenants of a local authority (n=48)^ or tenants in the private rental sector (n=40 

households).

Figure 6.2 illustrates this distribution on a percentage basis.

This number includes tenants nominated from the local authority for a tenancy with an approved housing 
body e.g. a housing association.
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Figure 6.2 Housing tenure status for households in the MABS sample (n=211)

OutrightHomeowner

SocialRental
23%

PrivateRental
19%

MortgHomeowner
56%

Removing new MABS clients who resided with their owner-occupier parents (5.6 percent, 

n=552) and clients for whom the category 'other' was recorded (13.5 percent, n=l,327) 

gives the proportion of mortgaged owner occupiers among the MABS client base as 44.4 

percent (n=4,372) for the reference period. Therefore owner-occupiers with a mortgage are 

moderately over-represented in the study sample in comparison. The proportion of sample 

households who rented privately was slightly below that for the overall MABS client base 

(23 percent, n=2,290) and for households who rent socially was equivalent to the overall 

MABS client base for the reference period (19 percent, n=l,843).

The tenure distribution found within the study sample can also be compared to results on 

housing tenure from the 2011 Irish census that found the overall Irish homeownership rate 

has declined (CSO, 2012a)^. The reduction in owner occupation is most notable in urban 

areas where homeownership peaked at 73.1 percent in 1991 before undergoing a 

continuous decline to 61.6 percent in 2011. The reduction is primarily as a result of the large 

increase in the number of households in Ireland in rented accommodation since 2006 (up 

from 22 percent to 29 percent of all households in 2011). The number of households that

The actual number of owner occupied dwellings rose by 5.3 percent (from 1,091, 945 to 1,149,924) between 
2006 and 2011
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rented either from private landlord rose by 63.6 percent from 195,797 in 2006 to 320,319 in 

2011^. Houses or apartments that were rented from a local authority also experienced gains 

in this inter-censal period, increasing by 22 percent from 105,509 to 129,033. This caused 

the overall national (rural and urban) homeownership rate in Ireland to drop sharply from 

74.7 percent to 69.7 percent over the period. Figure 6.3 illustrates the changes in the tenure 

composition of Irish housing over the period 1991 to 2011.

Figure 6.3 Changes in Ireland's housing tenure pattern, 1991 - 2011

1991 2002 2006 

I OwnerOccupied ■ Private Rental ■ Social Rental

2011

Source: CSO, Census of Ireland, 1991, 2002, 2006, 2011. Note: Does not include dwellings occupied rent free and where nature of 
occupancy not stated.

Owner occupation in the MABS sample is under represented (at 56 percent compared to 

69.7 percent nationally) while the proportion of outright owner-occupiers in the MABS 

sample is far below that nationally (at 2 percent compared to 49.2 percent). Rental tenures 

are over-represented in the MABS sample (at 42 percent compared to 29 percent 

nationally). Notably, while households renting from local authority landlords are 

considerably over represented (at 23 percent compared to 8 percent nationally), sample

This includes households renting from an approved housing body. This is something of an anomaly in the 
classification of this data by the CSO as all tenants of approved housing bodies must first be qualified as being 
in need of social housing by a local authority. Approved housing bodies provided 27,000 housing units in 2011, 
however not all residents have full tenancies and a proportion reside on a license basis. No data is currently 
available on the breakdown of between registered tenancies and licensing arrangements.
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households renting from private landlords equate to that of the national population at 19 

percent respectively.

6.2.5 Labour force status

In terms of labour force participation, at the time of interview the largest frequency of 

heads of households gave their status as unemployed (39.3 percent, n=83). However, the 

next largest grouping recorded is for household's engaging in full or part-time work in either 

the private or public sectors of employment, including self-employment (27.5 percent, 

n=55), while the third largest category given was that the household was unable to 

participate full time in the labour force due to ill health and or a disability (15.6 percent, 

n=33). The remainder of the sample comprised households where the head of household is 

retired, a full-time student, carer, unpaid homeworker, engaged in a labour market 

activation programme (e.g. Community Employment (CE) or FAS Scheme) or on maternity 

leave (see Table 6.4 below for details).

Notably, at the time of household interview, the extent of unemployment recorded within 

the MABS sample was considerably higher than the national rate of unemployment (13 

percent in Q4, 2009 and 13.4 percent in Ql, 2010)^. As Table 6.4 illustrates, although 83 

respondents stated they were unemployed, considerably more sample heads of households 

had a weak relationship to full-time paid participation in the labour market and were 

engaged in other activities at the time of interview (e.g. student or homemaker) that may be 

attributable to earlier redundancy.

There were 142 heads of household who stated the duration of their unemployment and 

more than half (57.7 percent, n=82) confirmed they were long-term unemployed (i.e. have 

been unemployed for more than one year) (See Table 6.5 below).

^ Data compiled by the CSO on the Seasonally Adjusted Standardised Unemployment Rate (SUR) is used here 

for comparison. Data extracted from CSO press release. Download from:
http://www.cso.ie/en/media/csoie/releasespublications/documents/labourmarket/2010/anhs ql2010.pdf
(accessed 3.1.13)
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Table 6.4 Labour force status and participation for households in the MASS sample (n=211)

Frequency Percent Valid
Percent

Cumulative
Percent

Unemployed 83 39.3 39.3 39.3
Retired 7 3.3 3.3 42.7
Student 4 1.9 1.9 44.5
Homeworker (unpaid) 11 5.2 5.2 49.8
Carer 8 3.8 3.8 53.6
Public sector full time 12 5.7 5.7 59.2
Part time worker 2 .9 .9 60.2
Private sector worker 2 .9 .9 61.1
Permanent charity/NGO/3rd sector worker 1 .5 .5 61.6
Self-employed 13 6.2 6.2 67.8
Unable to work full time through ill health/disability 33 15.6 15.6 83.4
Student and unpaid home worker 1 .5 .5 83.9
Part time public sector 5 2.4 2.4 86.3
Part time private sector 8 3.8 3.8 90.0
Full time private sector 8 3.8 3.8 93.8
Private sector part time unable to work full time 
due to illness/disability

2 .9 .9 94.8

Retired and unable to work full time due to ill 
health/disability 1 .5 .5 95.3

Part time public sector and spouse about to be 
made redundant 1 .5 .5 95.7

Part time CE scheme 4 1.9 1.9 97.6
Full time FAS 2 .9 .9 98.6
On maternity leave 1 .5 .5 99.1
Private sector part time and part time carer 1 .5 .5 99.5
Part time carer and part time CE 1 .5 .5 100.0
Total 211 100.0 100.0

Table 6.5 Length of time unemployed among MABS sample at Interview 1 (n=142)

Length of time unemployed Number of households Percentage

Less than 3 months 14 9.9%
Less than 6 months 15 10.6%
Less than 1 year 31 21.8%
More than 1 year 82 57.7%

Total 142 100%

6.2.6 Household income

Within the MABS sample, over 70 percent of households (n=150) reported that their 

household income had declined in the twelve months prior to interview, while just below 

one in five households reported no change (19 percent, n=40). A minority of households
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reported a rise in income (7.1 percent, n=15). Table 6.6 below gives the full breakdown for 

the sample.

Table 6.6 Change in household income over 12 months prior to Interview 1 (n=211)

Frequency Percent Valid Percent Cumulative
Percent

Yes it has gone down 150 71.1 73.2 73.2
Yes it has gone up 15 7.1 7.3 80.5
No change 40 19.0 19.5 100.0
Total 205 97.2 100.0

Total 211 100.0

The largest source of income for all households in the sample was confirmed as being from a 

social welfare benefit or allowance (63.5 percent, n=134), followed by an income from a 

wage or salary (30.3 percent, n=64) and from self-employment (4.2 percent, n=9). This is 

very similar to the proportions recorded as main income sources within the overall MABS 

client profile for the reference period Q4, 2009 (69 percent of new client's main income was 

from social welfare and 31 percent from a wage or salary) and again for the reference 

period Ql, 2010 (70 percent and 30 percent respectively).

Table 6.7 records the composition of social welfare benefits and allowances that were 

recorded within the sample. Notably, 141 households within the sample were claiming 

social welfare benefits due to unemployment.

For comparative purposes. Tables 6.8 and 6.9 identify the largest source of income for 

renter households as well as for homeowner households in the sample. Notably, renters 

within the sample reported that a lower proportion of their incomes came from wages or 

salaries or from self-employment than did homeowners with a mortgage.
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Table 6.7 Social Welfare benefits and allowances recorded among the MABS sample (n=211)

Type of Social Welfare Benefit or Allowance Number of Households in receipt

For Unemployed Households only
• Job seekers allowance/benefit 52
• SWA mortgage interest supplement 15
• SWA rent supplement 18
• Job seekers allowance/benefit and 16

mortgage interest supplement
• Job seekers allowance/benefit and rent 6

supplement
• Back to Education (Labour Market 5

Activation Scheme)
• Back to Work Scheme (Labour Market 1

Activation Scheme)
Other Social Welfare Benefits and Allowances

• Family Income Supplement 7
• Child Benefit 119
• Early Childcare Supplement 11
• One Parent Allowance 27
• Fuel Allowance 32
• State Pension 3
• Widow's Pension 4
• Invalidity Pension 11
• Living Alone Allowance 3
• Carers Allowance 14
• Domiciliary Care Allowance 7
• Disability Allowance/Benefit 35

Table 6.8 Largest source of income for Renters at Interview 1 (n=93)

Frequency Percent Valid
Percent

Cumulative
Percent

SW benefit or allowance 76 36.0 81.7 81.7
Wages or salary 16 7.6 17.2 98.9
Income from self-employment 1 .5 1.1 100.0
Total 93 44.1 100.0
Total 211 100.0

Table 6.9 Largest source of income for homeowners with a mortgage at Interview 1
(n=116)

Frequency Percent Valid
Percent

Cumulative
Percent

Social welfare benefit or allowance 58 27.5 50.0 50.0
Wages or salary 48 22.7 41.4 91.4
Income from self employment 8 3.8 6.9 98.3
Private pension
Other sources e.g.

1 .5 .9 99.1

maintenance/contributions from 
other household members

1 .5 .9 100.0

Total 116 55.0 100.0
Total 211 100.0
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The average (mean) and median, weekly, net income position per individual in each 

household in the sample (renters and homeowners) was calculated (i.e. calculated on an 

equivalised basis) and was found to be €285.71 (median: €256.13) (see Table 6.10)^. This 

equates to an average (mean) equivalised, annual net income of €14,857 (median: 

€13,318.76) per individual for the MABS sample as a whole.

Table 6.10 Equivalised weekly net income for MABS sample (per individual) (n=211)

N Valid 211
Mean 285.7198

Median 256.1336

A comparison can therefore be made between the income of the MABS study sample 

(n=211) and the national population in Ireland. As data was collated for the study sample 

over the reference period Q4, 2009 and Ql, 2010 both years are used here for comparison. 

In 2009, the national average equivalised disposable net income per individual was €23,326 

p.a. (median: €20,106), while the at risk of poverty threshold (measured at 60 percent of 

median income) was €12,064. For 2010, the average equivalised disposable net income per 

individual was €22,138 (median: €18,591), a year-on-year decline of five percent from the 

2009 value of €23,326. The at risk of poverty threshold for 2010 (measured at 60 percent of 

median income) was €11,155.

The most recently issued data confirms a continued downward trend in average annual 

equivalised disposable income from a peak of €24,380 in 2008. Data for 2011 confirms the 

average annual equivalised disposable income was €21,440, a decline of just over three 

percent on the 2010 value of €22,138. The at risk of poverty threshold for 2011 (measured 

at 60 percent of median income) was €10,889 (CSO, 2013).

Calculated on a weekly basis the comparison shown in Table 6.11 below finds the average, 

weekly, equivalised disposable net income of the MABS sample is significantly lower than 

the equivalent figure for the national Irish national population for 2009 and 2010. In 

comparison to 2009 SILC figures, it is an estimated 34 percent (using median) and 36

See Section 4.5.1 in Chapter 4 for an explanation of the use of equivalence scales and how this calculation is 
made.
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percent (using mean) lower than it, and using 2010 SILC figures it is an estimated 30 percent 

(using median) to 33 percent (using mean) lower than it.

Notably, this concurs with Stamp (2009: 39) who found the equivalised income for over- 

indebted households in Ireland to be 71 percent of the national population (i.e. 29 percent 

lower).

Table 6.11 Comparison of Ireland's national average, weekly equivalised disposable net income
with that of the MABS sample (n=211)

SILC 2009
(equivalised disposable 
income per individual 

for the national 
population)

SILC 2010
(equivalised disposable 
income per individual 

for the national 
population)

MABS Sample 
(mean)

Oct '09 - Mar '10

MABS sample 
(median)

Oct '09 -Mar '10

€448.57 (mean) 
€386.65 (median)

€425.73 (mean) 
€364.44 (median)

€285.72 €256.13

Data collated from respondents in the MABS sample allows the decline in household income 

to be considered in terms of the actual recorded drop in income over the twelve month 

period prior to the survey interview. Details are given here on the basis of housing tenure 

firstly for households which rent and in Section 6.3 below for homeowner households. For 

households which rent (n=88), 71 percent (n=66) had experienced an income drop within 

the period, with an average decline of €156.00 (median: €130.00) in weekly income (see 

Table 6.12). The recorded value for the decline in net income for each renter household is 

shown in Figure 6.4 below.

Table 6.12 Decline in net weekly income for MABS renter households (n=67)

N Valid 67
Mean €155.8864

Median €130.0000
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Figure 6.4 The decline in net weekly income for MASS Renter Households 
(n=67) (From 12 months prior to Interview 1)

The reasons given for the decline in their income were recorded in order to allow 

respondents to offer an insight into their change in circumstances and to identify the causes 

of their income decline. Notably the loss of employment and redundancy from employment, 

followed by the impact of national budget reductions in the rates of social welfare benefits 

and allowances were given as the main reasons.

The decline in paid work and employment among self-employed renter households, as well 

as a reduction in hours worked was also given as a cause of the decline. Other reasons 

included an inability to work due to illness or disability and changes in household 

composition affecting overall household income. Table 6.13 below gives breakdown of 

responses.
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Table 6.13 Reasons given by MASS renter households for income drop (n=74)

Frequency Percent Valid
Percent

Cumulative
Percent

Increased taxation 2 .9 2.7 2.7
Job loss/redundancy 26 12.3 35.1 37.8
Reduction in hours worked 2 .9 2.7 40.5
Loss of overtime payments 2 .9 2.7 43.2
Maternity/paternity leave 1 .5 1.4 44.6
Inability to work due to illness/ill health 4 1.9 5.4 50.0
Inability to work due to disability 1 .5 1.4 51.4
Marriage/relationship breakdown 2 .9 2.7 54.1
Other change in household composition (i.e. person 
contributing to household income has left family 1 .5 1.4 55.4
home)
Budget cuts (social welfare benefits and allowances) 22 10.4 29.7 85.1
Budget cuts and job loss and reduction in wage rates 1 .5 1.4 86.5
Training course ended (reduced benefit) 3 1.4 4.1 90.5
Self employed and less work available/business folded 6 2.8 8.1 98.6
Childcare costs 1 .5 1.4 100.0
Total 74 35.1 100.0
Total 211 100.0

6.3 Profiling the MABS Homeowner Households (n=119)

Within the overall MABS sample there are 119 homeowner households with a mortgage and 

within this sample cohort there are 69 new entrants to homeownership as first time buyers 

(FTBs). Their characteristics are described here in similar terms to the overall MABS sample 

(n=211) to allow comparison, where relevant.

6.3.1. Demography of homeowners

In contrast to the overall MABS sample, there are more male heads of household than 

females recorded within the population of homeowner households (65 men and 54 

women). Of these, 42 male heads of household and 27 women heads of household are 

FTBs. For all homeowners, their average age is 41.3 years old (median: 40) and 40 years old 

(median: 39) in the case of FTBs. Therefore there is no significant difference in age between 

homeowners and the full sample. Flowever, MABS homeowners are more likely to be 

married (54 percent) when compared to the full MABS sample (39 percent). For FTBs the
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proportion of married households is slightly lower at 49 percent (n=34 out of 69). Figure 6.5 

gives the marital status of the MABS homeowner households^.

Figure 6.5 Marital status of MABS homeowner households (n=119)

Separated
12%

Divorced Widowed

Single
19%

Cohabiting Couple 
7%

Married
54%

In total, 102 heads of homeowning households were parents while 17 were not. The 

majority had three or fewer children, but two households had seven children. Among these 

parents 58 households were FTBs. Despite the high numbers of parents, just under two out 

of three MABS homeowner households recorded having child dependents living with them 

(65.5 percent, n=79) with the remaining stating that they did not (34.5 percent, n=41). This 

is slightly higher than the overall MABS sample (60.7 percent). Fourteen respondents' 

children were adults who lived elsewhere. Eleven had children who lived with their former 

spouse or partner, five people had shared custody, while four people had adult children 

who lived at home and made a financial contribution to the household. Just one person had 

an adult child living with them who made no financial contribution. One person had a parent 

living with them, and one had a nephew living with them.

^ For the n=69 FTB households, the equivalent breakdown is 'married': 49 percent (n=34); 'single': 26 percent 
(n=18); 'cohabitating couple': 10 percent (n=7); 'separated': 7.5 percent (n=5); and 'divorced': 7.5 percent 
(n=7).

235
Chapter 6



6.3.2 Nationality of homeowners

Unsurprisingly, given the dominance of Irish nationals within the overall MABS sample, 

there is no difference in nationality recorded among homeowners. In total over nine out of 

ten homeowner households are Irish nationals (95 percent, n=113), with the remainder 

being UK nationals (4.2 percent, n=5) and one household recorded as an EU national 

(unspecified). All but four FTB households are Irish nationals (n=65) and the remainder ara 

UK nationals (n=4).

6.3.3 Residential location of homeowners

MABS homeowner households were less likely to be residing in Dublin when compared to 

the overall sample. One in four homeowner households (25 percent, n=30) reside in Dublin 

compared to just under four out of ten households in the sample as a whole (39 percent, 

n=82). Table 6.14 below gives the distribution of locations recorded for the homeowner 

households.

Table 6.14 Distribution of residential locations for MABS Homeowners by county {n=119)

Frequency Percent Valid Percent Cumulative
Percent

Dublin 30 25.2 25.2 25.2
Wicklow 10 8.4 8.4 33.6
Mayo 16 13.4 13.4 47.1
Waterford 14 11.8 11.8 58.8
Cork 1 .8 .8 59.7
Meath 6 5.0 5.0 64.7
Louth 4 3.4 3.4 68.1
Roscommon 6 5.0 5.0 73.1
Leitrim 1 .8 .8 73.9
Kilkenny 2 1.7 1.7 75.6
Longford 1 .8 .8 76.5
Sligo 10 8.4 8.4 84.9
Galway 1 .8 .8 85.7
Donegal 1 .8 .8 86.6
Kerry 6 5.0 5.0 91.6
Monaghan 6 5.0 5.0 96.6
Offaly 1 .8 .8 97.5
Tipperary 2 1.7 1.7 99.2
Kildare 1 .8 .8 100.0
Total 119 100.0 100.0

Chapter 6
236



Ireland is an increasingly urbanized society. Of the country's 1,649,408 permanent dwellings 

(occupied by persons usually resident in the state in April 2011) 63.7 percent are located in 

urban areas (with 55 percent of these dwellings located in Leinster in the east) and 36.3 

percent in rural areas (CSO, 2012a).The residential geography of the MABS homeowner 

sample does reflect the urban dominance of Ireland's eastern region with the largest 

proportion of respondents (60 percent, n= 69) being located in eastern counties in Leinster 

(Longford, Louth, Dublin, Kildare, Meath, Wicklow, Waterford, Kilkenny, Offaly). Table 6.15 

gives the residential distribution of homeowners in the sample on the basis of whether they 

were a FTB or not. As previously, the largest number of FTBs reside in Leinster (n=40).

Table 6.15 Distribution of residential locations for MABS Homeowners 
by county and if FTB (n=118)*

Province and County FTB: Yes FTB: No Total

Leinster
Longford 0 1 1
Louth 1 3 4
Dublin 20 10 30
Kildare 0 1 1
Meath 4 2 6
Wicklow 6 4 10
Waterford 9 5 14
Kilkenny 0 2 2
Offaly 0 1 1

Munster
Tipperary 1 1 2
Cork 0 1 1
Kerry 4 2 6

Connaught
Galway 1 0 1
Mayo 10 6 16
Sligo 7 3 10
Leitrim 0 1 1
Roscommon 2 3 5

Ulster
Monaghan 3 3 6
Donegal 1 0 1

Total 69 49 118

For comparative purposes. Figure 6.6 below shows the distribution of homeowners with a 

mortgage in Ireland (republic only) in 2011. The concentration of homeowners in the 

eastern counties of Leinster is clearly shown.

The total number of owner occupiers in the sample is 119. One respondent from Roscommon did 
not state if they were a first time buyer or not.
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Figure 6.6 The distribution of Irish homeowners with a mortgage in 2011 
(Note: Data is taken from the Census of Ireland, 2011)
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Source: All Ireland Research Observatory, 2012 (see www airo.ie)

6.3.4 Labour force status among homeowners

In terms of labour force participation, the characteristics of homeowners are, in general, 

very similar to the overall MABS sample. Nearly four out of ten reported being unemployed 

(37.8 percent, n=45), a rate considerably higher than the Irish Census 2011 finding that one 

in twelve of the national population of homeowners with a mortgage in Ireland was 

unemployed (8.7 percent, n=50,792) (CSO, 2012). The proportion is slightly higher among 

FTBs with 46 percent (n=32) being unemployed. The next largest proportion of homeowners 

reported being unable to work due to ill health or disability (14.3 percent, n=17). Notably, 

the number of homeowners who stated that they were self-employed was higher than in 

the overall MABS sample (9.2 percent, n=ll), while, in total, approximately one in three

238
Chapter 6



homeowners are engaged in paid work, whether full or part time or self-employed (33.6 

percent, n=40) (See Table 6.16).

Table 6.16 Labour Force Status and Participation for MASS Homeowner Households (n=119)

Frequency Percent Valid Cumulative
Percent Percent

Unemployed 45 37.8 37.8 37.8
Retired 3 2.5 2.5 40.3
Student 1 .8 .8 41.2
Homeworker (unpaid) 5 4.2 4.2 45.4
Carer 3 2.5 2.5 47.9
Public sector full time 7 5.9 5.9 53.8
Part time 2 1.7 1.7 55.5
Private sector 2 1.7 1.7 57.1
Self employed 11 9.2 9.2 66.4
Unable to work full time through ill 
health/disability

17 14.3 14.3 80.7

Student and unpaid home worker 1 .8 .8 81.5
Part time public sector 4 3.4 3.4 84.9
Part time private sector 5 4.2 4.2 89.1
Full time private sector 7 5.9 5.9 95.0
Private sector part time unable to work full

.8 .8 95.8
time due to illness/disability
Part time public sector and spouse about to be .8 .8 96.6made redundant
Part time CE scheme 1 .8 .8 97.5
full time FAS 1 .8 .8 98.3
Private sector part time and part time carer 1 .8 ,8 99.2
Part time carer and part time CE 1 .8 .8 100.0
Total 119 100.0 100.0

For people who are unemployed, 36 were unemployed for more than 1 year, 18 for six 

months to a year, 13 for 3 to 6 months, and 6 for less than 3 months. Seventy-five people 

are claiming social welfare payments due to unemployment.

6.3.5 Household income among homeowners

Similar to the overall MABS sample, nearly three out of four homeowners (73.9 percent, 

n=88) reported that their household income had declined in the twelve months prior to 

interview. This was a slightly higher percentage experiencing an income drop than among 

renters. A smaller proportion of homeowners than in the overall sample reported no change 

in household income (16 percent, n=19), while a minority reported an increase in household
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income (7.6 percent, n=9). Table 6.17 below gives the breakdown for the homeowner 

cohort of the sample.

Table 6.17 Change in homeowner household income over 12 month prior to Interview 1 {n=119)

Frequency Percent Valid Cumulative
Percent Percent

Yes it has gone down 88 73.9 75.9 75.9

Valid Yes it has gone up 9 7.6 7.8 83.6
No change 19 16.0 16.4 100.0
Total 116 97.5 100.0

Total 119 100.0

As previously noted, similar to renters, the largest source of income among homeowner 

households came from social welfare benefits and allowances. However, when compared to 

renters, a larger proportion of income for homeowners came from paid work (see Tables 6.8 

and 6.9 above). The average gross household income per year for homeowners at the time 

of the first interview was calculated at €22,331.21 (median: €24,836) and €21,618.32 

(median: €24,660) for FTBs, a notably lower figure®.

As previously, the calculation of net household income for homeowners is used here for 

comparative purposes. At the time of their first interview, the average net household 

income per week was €570.06 (median: €536.05) and €554.24 (median: €506.61) for FTBs 

(see Table 6.18)

Table 6.18 Gross household income p.a. and net weekly household income for homeowners (n=119)

Homeowners FTBs

Average Gross Household 
Income p.a.
Average Net Household 
Income per week

€22,331.21 
(median; €24,836)

€570.06
(median: €536.05)

€21,618.32 
(median: €24,660) 

€554.24
(median: €506.61)

The range for this figure went up to €58,664, with one person stating they had absolutely no income and had 
been living off savings.
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Compared to twelve months prior to interview, the average drop in net weekly income 

among homeowners with a mortgage was recorded as €288.86 (median: €205.76) (see 

Table 6.18) and €300.81 (median: €211.53) for FTBS. This represents an estimated average 

year-on-year decline in net weekly income of 51 percent (using mean) and 39 percent (using 

median) for all homeowners. For FTBs in the MABS sample, the equivalent average year-on- 

year decline in net weekly income was 54 percent (using mean) and 42 percent (using 

median). The recorded decline in net income for all MABS homeowners is illustrated in 

Figure 6.7 below.

Table 6.18 Decline in net weekly income for MABS homeowner households (n=84)

N Valid 84

Mean 288.8662
Median 205.7650

Figure 6.7 The decline in net weekly Income for MABS homeowner households (n=84) 
(From 12 months prior to Interview 1)

Decline in net weekly income for homeowners, €

When calculated on an equivalised basis for MABS sample homeowner households, the 

average (mean) weekly net income per individual was found to be €309.16 (median: 

€265.63). As per SILC methodology (see Appendix 2), using the weekly median value gives 

an average equivalised annual income per individual of €13,812.76 for the MABS
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homeowning sample. This is slightly higher than the equivalised net income of €13,318.76 

p.a. for the whole MABS sample i.e. including renters (see Section 6.2.6). This places the 

income of MABS sample homeowners at an estimated 8.7 percent above the 'at risk of 

poverty threshold' in 2009 (measured at 60 percent of median equivalised disposable 

income and equal to €12,064) and 14.3 percent above the 'at risk of poverty threshold' for 

2010 (measured at 60 percent of median equivalised disposable income and equal to 

€11,155) (see CSO, 2013).

When comparison is made with weekly equivalised net disposable income calculated from 

Irish SILC data for the years 2009 and 2010, the average income for MABS homeowners with 

a mortgage is found to be below the national average of equivalised income by between 31 

percent for 2009 (mean and median values) and between 26 percent (median values) and 

27 percent (mean values) for 2010 (see Table 6.19).

Table 6.19 The difference between average equivalised household income (p.a. and weekly) for MABS sample 

households (n=119) and SILC national data, 2009 and 2010

MABS sample homeowners 
with mortgage {n=119)

Difference between MABS 
sample homeowners (n=119) 

and SILC national data

Average Average SILC 2009 SILC 2010 2009 2010
Equivalised Equivalised Equivalised (net Equivalised (net Equivalised Equivalised

(net (net disposable) disposable) (net (net
disposable) disposable) Income (weekly) Income (weekly) disposable) disposable)

Income Income Income Income
(p.a.) (weekly) (weekly) (weekly)

(mean)
€16,076.32 €309.16 €447.03 €424.26 -31% -27%

(median)
€13,812.76 €265.63 €386.65 €357.51 -31% -26%

Data released directly to the researcher from the CSO SILC division confirmed the annual 

equivalised disposable income for all homeowners with a mortgage in the SILC dataset for 

the years 2009, 2010 and 2011^°. When comparison is made with the MABS sample 

homeowners, the scale of difference between homeowners with a mortgage in the two

The researcher is an accredited Officer of National Statistics with the CSO.
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datasets is revealed as being substantial. For the MABS sample homeowners their annual 

average (mean) equivalised (net disposable) income was found to be 42.5 percent below 

that of homeowners with a mortgage in the SILC dataset for 2009. When compared to the 

SILC dataset for 2010 and 2011, this reduced slightly to being 39 percent below the average 

equivalised annual income for Irish homeowners with a mortgage (see Table 6.21 below). 

These data confirm the extent to which the income of MABS homeowner respondents is 

substantially lower than national average equivalised incomes for the reference period 

during which the MABS Housing Costs survey data was collated.

Table 6.21 The difference between average annual equivalised household income for MABS sample 
households (n=119) and Irish homeowners with a mortgage, 2009 to 2011

Annual Average 
Equivalised (net 

disposable) Income for 
MABS Homeowners 

(n=119)

Annual Average 
Equivalised (net 

disposable) Income for all 
Homeowners with a 
Mortgage in the SILC 

dataset, 2009

Annual Average 
Equivalised (net 

disposable) Income for all 
Homeowners with a 
Mortgage in the SILC 

dataset, 2010

Annual Average 
Equivalised (net 

disposable) Income for all 
Homeowners with a 
Mortgage in the SILC 

dataset, 2011

Mean Median Mean Median Mean Median Mean Median

€16,076.32 €13,812.76 €27,921 €24,851 €26,391 €23,072 €26,264 €23,343

Difference between MABS 
homeowners and SILC 2009

homeowners

Difference between MABS 
homeowners and SILC 2010

homeowners

Difference between MABS 
homeowners and SILC 2011 

homeowners

-42.5% -44.5%. -39% -40% -39% -40%

As discussed in more detail in Chapter 4, an important feature of data gathered during the 

first interview with survey respondents was the emphasis placed on capturing relevant 

qualitative insights that give context to the empirical data collated on, inter alia, incomes 

and housing costs. This was particular the case when recording the explanations given for 

the declines noted in homeowner household income over the twelve months prior to 

Interview 1. Table 6.20 below gives the breakdown of reasons given.
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Table 6.20 Reasons given by MABS homeowner households for income drop (n=119)

Frequency Percent Valid Cumulative
Percent Percent

Increase taxation including income and pension 
levy

7 5.9 6.4 6.4

Job loss and redundancy 20 16.8 18.2 24.5
Reduction in hours worked 6 5.0 5.5 30.0
Loss of rental income 1 .8 .9 30.9
Inability to work due to illness/ill health 4 3.4 3.6 34.5
Inability to work due to accident 2 1.7 1.8 36.4
Marriage/relationship breakdown 4 3.4 3.6 40.0
Bereavement 1 .8 .9 40.9
Apprenticeship/ training not kept on 4 3.4 3.6 44.5
Redundancy/job loss + relationship breakdown 3 2.5 2.7 47.3
Income has not gone up 2 1.7 1.8 49.1
Redundancy + health problem + budget cuts 2 1.7 1.8 50.9
Spouse debt + redundancy+ relationship 
breakdown

1 .8 .9 51.8

Budget cuts + PS levy 1 .8 .9 52.7
Taxi reduced business + cost of dependencies 1 .8 .9 53.6
Budget cuts 11 9.2 10.0 63.6
Self employed reduced turnover 15 12.6 13.6 77.3
Budget cuts + taxi reduced business 1 .8 .9 78.2
Redundancy + health problems 2 1.7 1.8 80.0
Business failed + budget cuts 1 .8 .9 80.9
Redundancy + PS levy + budget cuts 1 .8 .9 81.8
Other income commitments 1 .8 .9 82.7
Redundancy + budget cuts 1 .8 .9 83.6
Redundancy + budget cuts + wage reduction 1 .8 .9 84.5
Illness + marriage breakdown 1 .8 .9 85.5
Business failure 11 9.2 10.0 95.5
Budget cuts + reduced hours 2 1.7 1.8 97.3
Redundancy + PS levy 1 .8 .9 98.2
Reduced spousal maintenance 1 .8 .9 99.1
Self-employed reduced turnover + has becomes 
full time carer

1 .8 .9 100.0

Total 110 92.4 100.0
Missing System 9 7.6
Total 119 100.0

A wide range of causes are cited as underlying their reductions in household income. 

However, the primary single reason given for income decline is a combination of job loss 

and redundancy (16.8 percent, n=20). Other factors such as budget cuts in social welfare 

payments and allowances, income levies and wage reductions, health problems and 

relationship breakdown were also indentified as combining with job loss and redundancy to 

explain the basis for income decline among households. This combination of reasons was 

given by a quarter of all homeowner households (25 percent, n=30). It is also notable how 

other reasons given by homeowner households for the decline in income can be taken as a
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reflection on the precarious nature of their employment as sole traders who were self- 

employed on a contractual basis or who ran their own business.

As discussed in Chapter 2, the impact of the economic crisis in terms of rising 

unemployment is heavily concentrated sectorally among households whose incomes were 

drawn from employment in the construction sector and in related activities where the 

incidence of precarious employment is commonplace, especially during boom periods. 

Reasons given for declining household income that combine falling working hours, reduced 

business and business failure (including here the loss of apprenticeships n=4, and of rental 

income n=l) account for just over four out often respondents in the homeowner cohort 

(40.9 percent, n=43) and represent the largest proportion of reasons homeowners gave to 

explain their decline in household income. Another notable factor identified by respondents 

was the impact of national budgetary changes under the austerity programme implemented 

in Ireland under the EU/IMF programme agreement. Increases in taxation, levies and 

charges were given as reasons for declines in household income by 5.9 percent of 

respondents (n=7), as too were budgetary cuts in social welfare benefits and allowances (9.2 

percent, n=ll). Other reasons identified for income decline included inability to work due to 

illness and ill health or due to an accident, marriage breakdown and reduced spousal 

income maintenance payments and bereavement (10.9 percent, n=13).

Finally in this regard, when asked about their near-future expectations for household 

income in the six months following the interview, just under a quarter of homeowners (23.5 

percent, n=28) said they expected their household income would decline, while nearly one 

in three households (28.5 percent, n=34) expected their household income to increase. The 

majority of respondents (31 percent, n=37) stated they expected their household income to 

stay the same and the remainder (17 percent, n=20) stated that they were unable to predict 

what would happen.
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6.4 Summary

This chapter has presented data profiling the demographic, socio-economic characteristics, 

housing tenure and labour force status of the study population. Data has also identified the 

specific characteristics of homeowners within the study sample. A particular emphasis has 

been given to examining the scale of loss of income among these households, and 

particularly among the homeowners, arising from the impact of Ireland's economic crisis on 

their income and living conditions. Comparative data on income within Ireland's national 

population was used to illustrate the severity of the decline in household income among the 

study population. The scale of loss of income was found to be particularly severe among 

homeowners within the sample. Homeowner's income in the study population was 31 and 

27 percent lower than the average income of the national population on an equivalised 

basis for 2009 and 2010 respectively. When compared to homeowner's with mortgage in 

the national population, the study homeowner population's income was 42.5 percent below 

the average (mean) equivalised (net disposable) income for homeowners with a mortgage in 

the national population in 2009 and 39 percent below in 2010 and 2011 respectively. Data 

presented in Chapter 7 examines the impact of housing costs on homeowner incomes and 

analyses the extent of housing stress, insecurity and the risk of housing exclusion that can 

be identified among these households.

246
Chapter 6



Chapter 7

Housing Stress, Housing Insecurity and the risk of Housing Exclusion

1.1 Introduction

This chapter presents further primary data from a detailed survey of overindebted 

households drawn from new clients using the Money Advice and Budgeting Services (MABS) 

over the six month period from October, 2009 to March, 2010. The data presented here 

shifts the analytical focus from the impact of the GFC on the decline in MABS homeowner 

household's income and overall economic resilience, to an examination of the impact of 

household's housing costs on their residual net household income and of the incidence and 

extent of mortgage default and arrears that have been experienced as homeownership 

became increasingly financially unsustainable. The chapter begins with an examination of 

data collated on the so-called 'drivers' of financialisation among MABS homeowner 

households (see Chapter 5 for data and discussion of the 'drivers' of the financialisation of 

Irish housing and homeownership). Particular attention is given to data on the incidence and 

extent of equity withdrawal among MABS homeowners, and especially among new entrant 

first time buyer households. Equity withdrawal is considered to be a key aspect of the 

'financial deepening' of homeowners occurring under the Irish housing finance regime and 

credit cycle that prevailed over the period since the 1990s and which was particularly 

expansionary and reckless during the 2000s. Lastly, this chapter presents data on the extent 

of housing stress and housing insecurity among MABS homeowner households before 

producing an analytical measure of the extent of the risk of housing exclusion among them. 

This is based on a correlation of key data to produce two categories of risk, namely more-at- 

risk-of-housing-exclusion (MARHE) and less-at-risk-of-housing-exclusion (LARHE). The 

chapter concludes with an examination of the factors that load most heavily on the risk of 

housing exclusion for MABS households.
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7.2 Data on the 'drivers' of financialisation of MABS homeowners (n=118)^

Data is presented here on the following drivers of financialisation among the MABS 

homeowners.

Year of home purchase

Joint-income borrowing, house prices, contractual and actual mortgage repayments 

Deposit paid (source and value)

High loan-to-value mortgages (100 percent and 100 percent plus mortgages)

Use of mortgage brokers to obtain mortgage finance 

Longer mortgage maturity terms 

Mortgage-interest type (variable or fixed APR)

Type of mortgage provider

7.2.1 Year of home purchase

As detailed in Chapter 2, and following on from the insights of Ireland's banking-industry 

executives presented in Chapter 5, the expansive EMU credit cycle of the 2000s combined 

with financial liberalisation, the introduction of new 'financially-innovative' mortgage 

products and a general relaxation of credit controls enabled aspirant Irish households to 

overcome the price barrier to enter homeownership. This credit cycle also facilitated greater 

Irish housing-market liquidity as the volume of transactions grew in proportion to the 

increase in housing construction and the rapid increase in house prices. Increased rates of 

equity withdrawal were another significant feature of the period. During this period 

households which were purchasing mortgage finance were highly-geared, with high LTV 

ratios and extended maturity terms on their mortgages. Consequently they were carrying a 

greater debt burden and were more vulnerable to missed payments, default and arrears 

which might result from any decline in income or any increase in repayment rates due to 

increased variable mortgage interest rates (APR). This is reflected among the MABS 

homeowner sample. As Table 7.1 below illustrates, nearly one in four MABS homeowner 

households (23.5 percent, n=28) bought their home during the 1990s (during the first Celtic

^ Data was not collated in full for one interview respondent who was a homeowner; therefore the sample size 
is reduced by one from 119 to 118 households.
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Tiger era), while just over two out of three households (68.6 percent, n=81) purchased their 

home between 2001 and 2009 (during the second credit-fuelled Celtic Tiger era).

Table 7.1 Year of house purchase for MABS homeowners (n=118)

Year range of Home 
Purchase

FTB MABS
Households

All MABS Homeowner
Households

Percentage

1974-1990 8 9 7.4
1991-2000 19 28 23.5
2001-2003 11 19 16.1
2004 5 11 9.3
2005 7 16 13.6
2006 8 17 14.4
2007 7 9 7.6
2008 2 7 5.9
2009 2 2 1.7
Total (69) 118 100

7.2.2 Joint-income borrowers, average house price, contractual and actual mortgage 

payments

The majority of MABS households were joint-income buyers at the time of purchase, 

reflecting the need to combine incomes to overcome the growing deposit gap between 

incomes and house prices and the associated market segmentation effects which occurred 

during the period, particularly during the 2000s^. For some households, this aspect of their 

initial borrower profile status had altered over the period between their initial purchase and 

the date of first interview. This was primarily because individuals either became couples or 

relationships ended. Table 7.2 gives the breakdown of these characteristics.

Table 7.2 Single and joint income borrowers among MABS homeowners (n=118)

FTB MABS
Households

All MABS
Homeowner
Households

Percentage

Joint income 36 63 53.4
Joint income originally but now 
single income

1 4 3.4

Single income 29 47 39.8
Single but now Joint income 3 3 2.5
No mortgage (family gift) 1 0.8
TOTAL (69) 118 100

See Chapter 3 for data on trends nationally and for Dublin.
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From the data collated at the time of first interview, the average price of the family home at 

the time of purchase (excluding amounts borrowed for renovations) was calculated as 

€186,533.88 (median: €175,000) for all MABS homeowners and as €150,469.97 (median: 

€148,005.50) for FTBs in the sample. However, the price range recorded among the sample 

is considerable (ranging from €8,380 to €650,000). This possibly reflects the substantial 

range of years during which purchases had been made by the sample's respondents. The 

average (mean) value for the contractual monthly payments owed on mortgages was 

€1,110.80 (median: €950), and €958.12 (median: €858) for FTBs, while the range of values 

for monthly mortgage repayments actually being made was from zero to €4,440.00. Figure 

7.1 below shows the median contractual payment for all homeowners (dark line in box) and 

plots the outliers within the data.

Figure 7.1 Contractual monthly mortgage payments, € (median) (n=118)

(Note: the vertical scale is euro (€) and the numerical values shown above the box beside symbols ★and 0 are household data reference 
numbers and not monetary values).
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Fifty respondents confirmed a discrepancy existed between their contractual monthly 

payments and how much was actually being paid at the time of interview 1. This was 

probably as a result of a mortgage restructuring arrangement between the household and 

their mortgage provider made under the MARP, or had occurred as a result of force majeure 

as households reduced the amount which they could afford to repay on their mortgage due 

to a sudden, unexpected or unplanned decline in income. This data allowed an average real 

value for monthly payments to be calculated as €760.47 (median: €634) for these 

households (n=50) and as €619.81 (median: €600) for the FTBs among them. For these 

households the monthly shortfall between actual payments and contractual amounts owed 

averaged at €451.62 (median €438.50). Figure 7.2 below shows the median real value of 

actual payments being made by the homeowners and plots the outliers within the data.

Figure 7.2 Real value (median) of actual monthly mortgage repayments, € (n=50)

(Note: the vertical scale is euro (€) and the numerical values shown above the box beside symbols ★and 0 are household data reference 
numbers and not monetary values).
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7.2.3 Deposits paid by homeowners (source and value, €)

The majority of MABS sample homeowners did pay a deposit on their home at the time of 

purchase (62 percent, n=74) and the average deposit paid was €24,274 (median: €12,547) 

and €11,281.40 (median: €5,000.00) for FTBs in the sample. As there is a considerable range 

to the size of deposits paid, this skews the mean figures somewhat. For example Figure 7.3 

below illustrates that there were three deposit values that are significant outliers to the 

median value of deposits paid by homeowners in the sample.

Figure 7.3 The value of deposits (median) paid by homeowners, €, (n=74)

(Note: the vertical scale is euro (€) and the numerical values shown above the box beside symbol ★are household data reference numbers 
and not monetary values).

For households who did pay a deposit and stated how they had obtained it (n=80), most had 

obtained the deposit as savings (24 households, 19 of whom were FTBs) or as proceeds of a
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previous property sale (33 households)^. Eleven households said that their deposit was 

obtained by way of a commercial loan, and eight of these were FTBs. Six households, all 

FTBS, recorded their deposit as having been a parental gift.

Two FTB households said that their deposit was a combination of a family gift, savings and a 

loan, another stating it to have been a direct family loan while one more FTB household said 

that their deposit was a mix of a grant, savings and a loan. Two other households showed 

collateral instead of having a deposit, one of whom was a FTB.

7.2.4 High loan-to-value mortgages (100 percent and 100 percent plus mortgages)

Nineteen households (16 percent of the sample) borrowed at a high Loan to Value (LTV) of a 

100 percent mortgage, and the majority of these were FTB households (n=14). Of the 

nineteen, five households had taken out a 100 percent plus mortgage where the LTV ranged 

between 101 to 105 percent (1 FTB household), between 106-110 percent LTV (1 FTB 

household), 135 percent LTV (1 household), 150 percent LTV (1 FTB household) and as high 

as 195 percent LTV in the case of one FTB household.

For these 19 households, the one reason given for borrowing 100 percent or more was that 

they did not have savings for a deposit (6 households). Three households wanted to spend 

their money on repairs and other building works needed to renovate their home while one 

household each cited the following reasons for borrowing at 100 percent LTV and more (see 

box below).

A discrepancy exists in the data between the numbers of households who stated they paid a deposit and 
recalled paying a deposit, and where it was sourced from but could not recall its value (n=74).
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"Prices were rising (generally) and I wanted to spend the savings elsewhere."
(FTB household)

"I expected [collateral from] the sale of another property and had collateral through my 
business."

"My home was a shared ownership property."

"I wanted to buy out my shared ownership property."
(FTB household)

"I wanted to get as much money as I could."
(FTB household)

"I took a loan from a subprime mortgage lender to prove my financial stability and hoped that 
a bank would refinance me within a short space of time."
(FTB household)

"I was following my mortgage broker's advice."
(FTB household)

"I had rental property as collateral."

"I was buying out a family member so no deposit was required."

"I wanted to spend my money on furnishings."
(FTB household)

7.2.5 Use of mortgage brokers to obtain mortgage finance

Data presented in Chapter 5 confirmed banking industry perspectives on the role played by 

mortgage brokers as financial intermediaries capable of exerting influence over mortgage 

provider decision making. Mortgage brokers were said to have sought to maximise the value 

of housing finance that would be made available to a borrower and were seen as having 

contributed to both reckless and potentially fraudulent lending during the 2000s credit 

boom. They had contributed to the increased leverage of households with highly geared 

mortgages and potentially financially unsustainable contractual mortgage repayments. In 

total, one third of all households in this sample had used a mortgage broker to obtain 

mortgage finance (33 percent, n=40) and the majority of these were FTB households (n=29). 

Twelve households used a mortgage broker to help them to establish and secure the
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approval of a housing-finance lender for a 100 percent plus mortgage. Of these, eleven were 

FTB households. Notably, seven households obtained a 100 percent plus mortgage without 

using a mortgage broker. This may reflect the impact of mortgage brokers on mortgage 

providers who had loosened their credit controls in order to meet a growing market 

demand and provide larger mortgages sufficient to bridge the deposit gap between incomes 

and house prices. Nine households subsequently used a mortgage broker a second time for 

their equity release 'top-up' loans and five of these were FTB households. This is discussed 

further in section 7.3 below.

7.2.6 Longer mortgage maturity terms

Some households had made substantial repayments of their initial mortgage by the time of 

first interview, with seventeen households having made 20 years of payment by then.

Others had a short term to maturity of their mortgage loan, with three households having 

10 years or less remaining to be paid on their mortgage, and eleven having between 11 and 

19 years outstanding. However, the majority of borrowers had a long mortgage maturation 

term ahead of them. This is another characteristic of the financial deepening that has 

occurred for homeowners who sought to bridge the deposit gap between their income and 

escalating house prices. For example thirty households had between 21 and 29 years 

remaining to be paid (20 of these are FTB households) and thirty people had 30 to 31 years 

remaining (all of these being FTB households). Notably, twenty-four had between 32 and 40 

years remaining on their mortgage, (13 of these being FTB households). Significantly, while 

these long maturity terms ensure the household will remain indebted for longer and will 

also repay a larger multiple of the initial mortgage borrowed, they also considerably reduce 

the 'manoeuvrability' of households which are facing missed mortgage repayments or 

defaulting on mortgage repayments and in mortgage arrears as a result of a decline in 

household income. Longer mortgage-maturity terms, particularly those over 25 years, 

greatly restrict a household's ability to reduce its monthly repayment obligations by 

extending the term under a mortgage-restructuring agreement. In turn, this increases the 

probability of households' remaining in default and in mortgage arrears for a longer period 

and with a larger arrears balance outstanding.

255
Chapter 7



7.2.7 Mortgage-interest type (variable or fixed APR)

Eighty-five households had mortgages with a variable APR rate. Of these, 50 households 

were FTBs. Among all households, 26 knew their variable rate was a tracker mortgage and 

of these 16 were FTBs. The actual interest rates charged on a household's mortgage varied 

in value in the sample. While the majority were under 6 percent APR, the APR rate ranged 

from a low of 2 percent to a high of 17 percent. Higher APR rates reflect the reliance on 

subprime lenders within the sample (see 7.2.8 below). Thirty one households had 

mortgages with a fixed APR rate which ranged from 3.2 percent to 8.8 percent, with three 

people having rates of 5 percent. Among the households with fixed-rate payments on their 

mortgage, the majority had fixed their term for under 5 years (22 households), while 6 

people had their mortgage fixed for between 7-10 years. One person had their rate fixed for 

31 years. Higher fixed interest rates are characteristic of larger mortgage loan multiples of 

household income.

Unlike other EU mortgage markets, low fixed interest rates for periods over five years did 

not form a significant element of Ireland's mortgage market during the 2000s credit cycle. 

This was related to increased competition between new entrants to Ireland's mortgage 

market during the 2000s (as discussed in Chapter 3, mainly subsidiaries of UK, Dutch and 

German retail banks). This led to greater opportunities among homeowners for 'mortgage 

switching' between providers. Many homeowners deployed borrowing strategies that relied 

on mortgage brokers to improve (i.e. reduce) the interest rate payable on monthly 

instalments. While undoubtedly this was being pursued for prudential reasons among newly 

incorporated and established homeowners (i.e. to reduce the monthly mortgage 

repayment), many aspirant homeowners adopted this strategy under the advice of financial 

intermediaries as another way of bridging the deposit gap they faced between their 

incomes and rising house prices. This was noted by one of the banking industry panellists 

interviewed for this study (see Chapter 5 for more details):

"That would have been 2006 to 2007. The average life of a mortgage in Ireland was 
five years before it was redeemed, that was from conception to redemption. So, now 
there was a variety of reasons behind that. This was where your 'choice' came in, you
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know? Bank of Scotland. They brought in the tracker mortgages, for choice, like in 
[mortgage] switching. That whole [mortgage] switching market emerged primarily 
through sort of brokers. Also direct churn [by mortgage providers] as it was kind of 
like a broker. Now I am not disparaging brokers but they were the predominant 
[actors] in it. They would have introduced these [tracker and other discounted 
mortgages] to customers through any institution and all the institutions were doing 
discounts for the year, the first two years, the first few months. So you take your 
discount rate for the first eighteen to twenty four months. Once that had expired, 
they [brokers] could]ust switch your mortgage to somebody else who were still 
giving you like a discounted rate or a better tracker rate. So that whole sort of 
movement for best price and, you know, I suppose like, in hindsight, whenever you 
see that occurring you are saying, well, was that an Indication that people were 
concerned about affordability even at that time?"

EBS Building Society representative

While households with a fixed-rate mortgage can generally expect stable housing costs for 

the period, when facing payment difficulties or being in arrears, any restructuring which 

leads to an adjustment in mortgage repayments usually results in the fixed-term agreement 

being broken and this can incur penalty charges. Another factor facing these households is 

the near-future payment shock that arises when the (generally short) low fixed interest rate 

period concludes and households revert to a higher variable rate of APR.

7.2.8 Type of mortgage provider

The majority of respondent homeowner households obtained their mortgage finance from a 

so-called 'high-street' or regulated (covered) prime lender, with 80 households using a bank 

and 17 using a building society. Notably, the use of or reliance on subprime lenders for 

households' initial mortgage finance was small, with only seven households paying down 

their mortgage with this category of mortgage provider. Thirteen households had local- 

authority mortgage loans and one had a loan from a life insurance company. However, the 

use of lenders other than the original mortgage provider would become more commonplace 

among borrowers who subsequently took out a second mortgage or so-called 'top-up' loan. 

This included a greater reliance on sub-prime lenders and is discussed in more detail in 

section 7.3.
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7.3 Equity withdrawal and 'financial deepening' among MABS homeowner households

As discussed in Chapter 3, the penetration of interest-bearing capital across economic and 

social reproduction is central to processes of financial deepening under neoliberal capitalism 

that involve the creation of complex debt instruments through securitisation. Securitisation 

requires the consumption and purchase of debt in its credit form as mortgage finance, the 

period of Ireland's credit bubble having witnessed huge volumes of mortgage finance being 

made available to newly incorporated homeowners, as well as those with more mature 

mortgages who were prepared to increase their LTV ratios. Not too surprisingly then, there 

was considerable financial deepening recorded among MABS sample homeowners. What is 

notable however is the depth of penetration of interest-bearing capital that occurred 

among homeowners during the years 2004 to 2008. This was the period when the global 

residential mortgage backed securitisation process reached its peak in the USA and EU 

credit cycles which had begun to switch capital investment into the residential built 

environment in 2002 (see Chapter 3). In Ireland, as elsewhere in the EU and in the USA, this 

was accompanied by the emergence of imprudent, reckless and at times predatory lending 

regimes that both enabled and encouraged the purchase of consecutive 'top-up' loans over 

a short period of time. In sum, there were 70 households in this sample of 118 MABS 

homeowners who took out a second charge on the family home in the form of a refinanced 

or 'top-up' mortgage'*. Nine of these second charges were taken out in the period 1990- 

2000 and seven were taken out 2001-2003.

Notably, the majority of these loans (n=54) were arranged over the period 2004 to 2010, 

with the highest incidence being at the peak of Irish house price values in 2007, just before 

their crash in 2008 (see Table 7.3). The average (mean) amount for a second mortgage or 

'top-up' loan was €128,283.58 (median: €100,000). This data on the mean value of equity 

withdrawal loans among MABS sample homeowners corresponds closely with data on Irish

As referenced in Lydon and O'Hanlon (2012), Klyuev and Mills (2006) note how housing equity withdrawal 
can occur ir a range of different ways by (a) including re-mortgaging or refinancing an existing mortgage with a 
higher principal, including taking out a second mortgage on a on existing property. This is the type of equity 
withdrawal focused on here (and in Lydon and O'Hanlon, 2012). Other ways in which housing equity is 
withdrawn nclude: (b) moving to a new house, but taking out a higher mortgage than is necessary such that 
net liabilities are unaffected; (c) trading down to a lower value house but decreasing the level of secured debt 
by a smaller amount than the difference in value; and, (d) selling a house to move into rental accommodation, 
subject to tieir being positive equity in the property prior to sale.
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housing equity withdrawal presented by Lydon and O'Hanlon (2012) that is based on an 

analysis of 194,000 loans classified as 'equity release' in a dataset of over 570,000 loans 

collated by the Central Bank of Ireland as part of the analysis underlying its Financial 

Measures Programme^. The range of equity withdrawal loans was from €10,000 to €515,000 

(see Figure 7.4 below).

Table 7.3 Incidence of second charge on family home for MABS homeowners, 2004 to 2010

2004 2005 2006 2007 2008 2010

Incidence of second charge on family home 
(equity withdrawal via re-financed or 'top- 
up' mortgage)

6 9 13 18 7 1

Of the MABS homeowner households that withdrew equity, just over half (n=36) borrowed 

from the same financial institution which had provided their first mortgage loan. However, 

the remainder (n=34) went elsewhere for their second mortgage and switched mortgage 

lender in the process. This resulted in a notable increase in the use of subprime lenders for 

second mortgages and 'top-up' loans (see Table 7.4 below).

See Central Bank of Ireland (2011) and also Kennedy and Mclndoe Clader (2011).
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Table 7.4 Lending institutions used by MABS homeowners for equity release (n=70).

1^' Mortgage 2"“ Charge on 3^“ Charge on 4*^ Charge on s'*' Charge on
loan Family Home Family Home Family Home Family Home

(equity (equity (equity (equity
release loan) release loan) release loan) release loan)

Number of Number of Number of Number of Number of
Mortgage provider Households Households Households Households Households

Local Authority 13

Building Society;
Irish Nationwide 4 2 1
BBS 11 6 3 1
ICS 2 1

Bank:
First Active 16 12 2
Permanent TSB 13 4 2
Bank of Ireland 11 11 4 2 1
Allied Irish Bank (AIB) pic 7 2 1
Irish Life and Permanent
TSB

5 1 1

Bank of Scotland 3 1
(Ireland) Ltd
ACC Bank Ltd 3 1
IIB/KBC Bank 16 11 5 2
Ulster Bank 4 2
First National Bank 1 0
National Irish Bank 1 0

Suborime Lender:
GE Capital Woodchester 
Home Loans

1 3 1

Springboard Mortgages 2 1
Start Mortgages
Stepstone Mortgages

4 11 5
1

IFG® 1

Other:
Canada Life 1 0
Royal Liver Insurance 1

Total 118 70 25 7 1

' IFG Ltd is a US mortgage lender based in Pennsylvania with whom this borrower refinanced.
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As Table 7.4 shows, the scale of financial deepening that occurred among the MABS 

homeowner households is illustrated by the consecutive incidences of equity withdrawal 

that relied on subsequent additional charges being set against the nominal (not the original 

realised exchange) value of the family home using mortgage refinancing and 'top-up' loan 

arrangements. This can be understood as resulting, at least in part, from an increased 

reliance on mortgage brokers among MABS homeowner households.

Brokers were used to arrange approval for equity release loans, especially when, as noted 

by one banking industry executive in Chapter 5, certain Irish lending institutions were 

initially reluctant to approve equity release soon after the first mortgage had been drawn 

down. Secondly, as previously noted, the competition for new lending among mortgage 

providers at the time was intensive and this facilitated mortgage switching for equity 

release loans.

In sum, 70 MABS homeowners purchased a total of 103 equity release loans based on 

second and subsequent charges against the nominal values of their household's family 

home. The majority of these loans (n=84) were purchased at the height of the credit cycle 

between 2004 and 2008, with 2007, the year Irish house prices peaked, also being the year 

of greatest equity-release purchases among MABS homeowners (n=32).

The principal reasons given by MABS homeowner households at Interview 1 for releasing 

equity from their homes included a range of explanations that most commonly stated how 

the money was used for home improvements as well as for the rationalisation, consolidating 

and payment of other debts (mostly unsecured consumer debt).

Other reasons given included the use of equity release for investment in residential property 

and for purchasing consumer durables. Table 7.5 below illustrates the wide range of uses 

planned for the equity release given by MABS homeowners.
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Table 7.5 Reasons given by MASS homeowners for equity withdrawal via second and subsequent 
charges on the nominal value of the family home, (n=70)

Planned use of equity release

(where combined reasons for equity withdrawal 
were given these were coded according to the 
groups given below)

2"“^ Charge 
on Family 

Home

(equity
release
loan)

Number of
Households

3'“^ Charge 
on Family 

Home

(equity
release
loan)

Number of
Households

4*^ Charge 
on Family 

Home

(equity
release
loan)

Number of
Households

s"' Charge 
on Family 

Home

(equity
release
loan)

Number of 
Households

Home improvements 17 5 1
Home improvements, pay off debts, remortgage 14 6 2
Home improvements, pay off debts 12 5 1
Pay off debts 7 5 1
Investment in residential property 5 1 1
Buy out ex-partner's share of a house 3
Gift to a child to purchase home 1
Home improvements, pay off debts, remortgage. 1
consumer durables
Used it to invest in a business and pay off first 1
mortgage
Personal expenditure, consumer durables. 1
remortgage
Remortgage to set up a business 1
Home improvements, personal expenditure 1 1 1
Home improvements, business finance, remortgage 1
Home improvements, pay off debts and business 1
costs
Home improvements, remortgage 1
Home improvements, personal expenditure, pay off 1 1
debts, purchase consumer durables
Education 1
Wedding 1
Reason not stated 1 1

Total 70 25 7 1

Significantly, of the 70 households which took out a second charge on their family home, 

just over one third (35 percent, n=25) took on a third charge in the form of a refinanced 

mortgage or 'top-up' loan. As previously, the peak year for these equity withdrawal loans 

was 2007, with three having been drawn down in 2004, seven in 2005, four in 2006, nine in 

2007 and two in 2008. The average (mean) amount for these equity withdrawal loans was 

€123,040 (median: €100,000). Again, this data corresponds with Lydon and O'Hanlon's
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findings (2012). The value of equity released per loan ranged from €7,000 to 357,000 (see 

Figure 7.5 below).

Figure 7.5 The value of equity withdrawal via 3nd charge on family home, n=25

Notably, the previously observed activity of switching mortgage provider continued as only 

nine of the households purchased their third mortgage loan from the original lender. A 

majority (n=16) switched mortgage provider to withdraw equity a second time, while overall 

just over one third of the homeowners relied on subprime mortgage providers for their 

second equity release loan. The principal reasons given for taking out the second 'top-up' 

loan followed the same pattern as those given in Table 7.5, with the majority stating they 

used the money for home improvements or debt rationalisation.

Of the 25 households which had taken out a third mortgage, a further seven people 

undertook a fourth consecutive charge on the nominal value their family home in the form 

of a refinanced mortgage or 'top-up' loan. On this occasion, five of them borrowed again 

from the same lender. These loans were taken out between 2006 and 2008, with one each 

in 2006 and 2008 and five in 2007. Three people withdrew equity loans of €20,000, while 

one person each purchased equity loans of €10,000, €70,000, €120,000 and €180,000 

respectively. Two households stated that they had taken out their fourth consecutive charge

263
Chapter 7



on the nominal value of their home in order to pay for home improvements and one stated 

that it was to clear arrears incurred with a subprime mortgage lender (i.e. Start Mortgages).

Other households took out a fourth loan for a variety of reasons, including: investment in 

residential property; to pay for a wedding; for home improvements and to pay off debts; 

and for purchasing consumer durables (i.e. a car). Lastly, of these seven households, one 

household undertook a further fifth consecutive charge in the form of a 'top-up' loan. This 

was from the same lender as the original mortgage (Bank of Ireland). It was taken out in 

2009 for €20,000 and was used to pay off debts and consolidate other unsecured loans. 

Thereafter, no further equity release 'top-up' loans or mortgage refinancing loans were 

recorded among the sample.

While the depth of financialisation via equity release is readily apparent from the incidence 

of consecutive refinancing and the purchasing of 'top-up' loans among the sample of MABS 

homeowners, it is only when the balance outstanding for all forms of equity release 

recorded in the sample is calculated that the scale of the financial deepening underway for 

these homeowners is revealed.

Figure 7.6, below, illustrates the annualised sum of balances outstanding for all forms of 

equity release recorded within the sample between 2004 and 2010. In accordance with the 

pattern established here, the peak of Ireland's house price and credit bubble in 2007 

corresponds directly with the largest annual balance for equity release recorded among 

MABS homeowners at €4m. The value of equity release balances outstanding in 2007 is 

nearly twice that of 2006 (€2.08m) and is greater than twice the balance subsequently 

withdrawn in 2008 (€1.79m).
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Figure 7.6 Balance outstanding (€, ’OOOs) for equity release loans among MABS 
sample, 2004-2010 (n=70)
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The extent and scale of equity release recorded among the MABS sample homeowners can 

therefore be seen to reflect the increase in nominal house prices over the period up to the 

housing crash in 2008. However, the scale of activity recorded here suggests an overall 

housing market Ireland in the throes of a process of financialisation where sharp and 

predatory lending practices had become established based on lax, or indeed, absent credit 

controls. Irish homeowners, including those only recently incorporated as FTBs, were 

actively encouraged to engage in the financialisation of their everyday lifestyle and to 

consider the annual increase in the nominal value off their home as actual income to be 

expended. These results provide strong corroboration for the perspectives advanced by the 

banking sector managers in Chapter 5. The global financial crisis of 2008 impacted rapidly to 

reverse the credit cycle and instigated a massive credit contraction (the so-called 'credit 

crunch'). This is reflected by the near complete collapse in equity release recorded among 

the MABS homeowners during 2009. Nonetheless, a recovery in equity release to a value of 

€0.3m is noted among the sample for 2010.
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7.4 Equity release and 'financial deepening' for FTBs among MABS sample (n=69)

It is notable that more than half the MABS homeowner sample are new entrants to 

owner occupation with 58 percent (n=69) having been first time buyers (FTBs) upon 

entry to the tenure. It is also interesting to note that the majority of FTBs (58 

percent, n=40) engaged in equity release soon after their purchase of a home and 

either refinanced their mortgage or purchased a 'top-up' loan. Half of these FTBs 

refinanced with their existing lender but the other half switched mortgage provider 

in the course of securing their equity release. Of those 40 FTBs households, eight 

released equity between 1990 and 2000, nine between 2001 and 2004, with the 

remaining 22 households releasing equity for the first time between 2005 and 2010 

(6 households in 2005; 6 households in 2006; 8 households in 2007; 1 household in 

2008 and 1 household in 2010). Again this pattern follows the overall MABS 

homeowner sample and reflects the housing finance and credit cycle in operation in 

Ireland over the period. These equity-release 'top-up' loans and refinanced 

mortgages ranged in value from €10,000 to €100,000 (for 21 FTB households); from 

€110,000 to €200,000 for 14 FTB households and from €225,000 to €303,000 for 3 

FTB households.

Of the initial 40 FTBs who had engaged in equity release, 17 subsequently undertook 

a third charge on their home in the form of a refinanced mortgage or 'top-up' loan 

between 2004 and 2008 (3 in 2004; 6 in 2005; 3 in 2006; 4 in 2007 and 1 in 2008). 

The value of these equity-release loans ranged between €10,000 and €100,000 (9 

FTB households); €110,000 and €200,000 (4 FTB households) and €218,000 and 

€357,000 (4 FTB households). Subsequently, four of the seventeen took out a fourth 

consecutive charge against the nominal value of their home, one household in 2006 

and three households during the house price and credit bubble peak in 2007. Two 

FTB households took €20,000 and one household each took out €120,000 and 

€180,000. Lastly, the one household that was recorded in the MABS homeowner 

sample as having taken out a fifth consecutive charge on the nominal value of their 

home (as described in the preceding section) was a FTB household.
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The sheer scale and intensity of the financial deepening that occurred for FTBs in the 

MABS homeowner sample is startling given the inherent risks attached to a 

household's ability to maintain rapidly-increased mortgage repayments. However, 

risk had become recalibrated under this financialisation process, both globally and 

locally. As detailed and discussed in Chapters 2 and 3, residentially backed mortgage 

securities (RMBS) had formed the basis of a 'new' financial derivatives market that 

had expanded exponentially over the period of the credit cycle. Under-the-counter 

trading among hedge funds and other SIVs which comprise the shadow banking 

system and were located in off-shore tax havens, including Dublin's IFSC, relied on 

the use of CDOs and CDSs to 'evaporate' risk and uncertainty and to reward the 

continued contractual sale of credit and the penetration of interest-bearing capital 

into every economic and social sphere where fictional capital seeks to accumulate 

value.

More locally, risk and uncertainty in Ireland, especially in relation to the future 

continued upward trajectory of house prices had been abolished under a Zeitgeist of 

accelerated, debt-based consumption based on so-called 'sound fundamentals'.

Newly incorporated homeowners, whether aware or unaware, were now active 

players in a massive speculative gamble on the continued upward valuation of the 

residential built environment. When Ireland's credit and house price bubble burst in 

the immediate aftermath of the GFC, the sound fundamentals of Ireland's housing 

market were transformed into pillars of sand and homes, once heralded as castles, 

began to sink under their owners' increased housing stress and insecurity. This 

experience is explored in more detail for all MABS homeowners in section 7.5.

7.5 The extent of housing stress among MABS homeowners (n=117)

As discussed in Chapter 4, approaches to the definition and measurement of the extent of 

housing stress being experienced by a household are many and varied and include widely 

adopted approaches that tend to minimise or reduce the extent of housing stress by 

emphasising the 'present day' ratio between the cost of debt servicing and household 

income. As shown in Chapter 5, the use of these ratios is commonplace during periods of
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declining interest rates and expansions in the credit cycle. However, their reliability and 

validity is questionable (see Chapter 4).

As described in detail in Chapter 4, the approach to measuring housing stress used here 

relies on a calculation of the residual household income after housing costs are met (i.e. the 

proportion of net household income accounted for by the contractual cost of housing per 

household) and uses a 'housing stress scale' against which the extent of housing stress can 

be measured and plotted as ranging from being 'v/oble' (where housing costs as a 

proportion of net income are at or below 30 percent), to placing a household 'at risk of 

housing exclusion' (where where housing costs as a proportion of net income are over 70 

percent of net disposable income)^.

This scale is not arbitrary, it is based on a review of literature on the calculation of housing 

stress (see Chapters 2 and 4) and its development is also based on the ED measure of 

housing stress where housing costs above 40 percent of net disposable household income 

are considered 'burdensome'. It is arguable that this rate is too high and that housing costs 

above 30 or 35 percent of net disposable income can be considered burdensome. However, 

to allow comparability with its use and application by the EU (see results of my analysis of 

Irish and EU SILC data 2006 to 2010 in Chapter 5) the scale used here was calibrated using it 

as a benchmark.

The calculation is made for each household in the MASS sample where data was available at 

Interview 1 (n=117). Notably, one quarter of MASS homeowner households (25.6 percent, 

n=30) have contractual housing costs below 30 percent of their net household income at the 

time of interview. This is considered as 'v/oble' on the scale developed here and these 

households are therefore not considered here to be experiencing housing stress. However, 

the remainder of the MABS households are found to be experiencing housing stress across

^ This calculation requires accurate data on the total household income once all levies and taxes are deducted, 
and confirmation of the actual contractual monthly charge payable against the mortgage which is being used 
to purchase residential accommodation (in this case the primary household residence or family home). 
Chapter 4 discusses the how the data on income used here was calculated and verified.
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the full range of the scale. Findings are summarised in Figure 7.7, described below and 

plotted in full in Figure 7.8^.

15.4 percent of MABS homeowner households (n=18) were found to have 

'prohibitive' housing costs to income (i.e. housing costs over 30 percent but below 

40 percent of net household income);

19.6 percent of MABS homeowner households (n=23) had 'burdensome' housing 

costs to income (i.e. housing costs over 40 percent but below 50 percent of net 

household income). The EU SILC definition of what is considered to comprise an 

overburdensome housing cost is where these exceed 40 percent of net household 

income. Using this measure places the majority of MABS homeowner households in 

this category (58.9 percent, n=69);

11.2 percent of MABS homeowner households (n=13) were found to be at the 'high 

housing stress' line 1 (i.e. housing costs over 50 percent but below 60 percent of net 

household income);

Due to a combination of business failure and lack of entitlement to social welfare payments and allowances, 
two households were recorded as having no income. These households stated they were living on savings.
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10.3 percent of MABS homeowner households (n=12) were found to be at the 'very 

high housing stress' line 2 (i.e. housing costs over 60 percent but below 70 percent of 

net household income);

4.3 percent of MABS homeowner households (n=5) were found to be at the 'housing 

exclusion' line 1 (i.e. housing costs over 70 percent but below 80 percent of net 

household income); and,

13.6 percent of MABS homeowner households (n=16) were found to be at and above 

the 'housing exclusion' line 2 (i.e. housing costs over 80 percent of net household 

income). Significantly, within this group there are 11 households with contractual 

housing costs greater than 100 percent of their net household income.

1 = 100%

Figure 7.8 Contractual housing costs as a percentage of net household income, MABS
homeowners (n=117)

In addition to these findings, the true severity of the extent of housing stress being 

experienced among MABS homeowners can be further illustrated by using the equivalised 

income for each household. Among the MABS sample households, the average monthly 

contractual mortgage payments were found to be €1,110.80 (median: €950). Subtracting
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the average monthly contractual payment (€1,110.80) from the average monthly 

equivalised income of households buying their home with a mortgage (€16,076.32 / 12 = 

€1,339.69) demonstrates that the income left over for the household is just €228.89 per 

month. In other words, as a percentage of equivalised income the average monthly 

contractual payment comprises a financially unsustainable 82.9 percent of the average 

monthly equivalised income. On the basis of the housing-stress scale developed here, this 

places the average MABS sample homeowner at the highest risk of housing exclusion (i.e. 

above the housing exclusion line 2). Thus, on average, MABS homeowners are experiencing 

severe housing stress and carry a high risk of housing exclusion. Notably, for the 50 

households which were recorded as making a lower payment than that contracted, the 

monthly mortgage payment averaged €760.47 (median: €634). This represents 56.7 percent 

of average equivalised monthly income and means that even under a reduced and 

restructured mortgage arrangement on average these MABS household are experiencing 

high housing stress (i.e. above the housing stress line 1).

7.6 The extent of housing insecurity among MABS homeowners (n = 117)

As discussed in Chapter 4, living with the risk of eviction or loss of home through legal 

repossession is an important form of housing insecurity and is recognised as such 

internationally. It is measurable here by the extent and experience of late and missed 

mortgage payments that result in mortgage arrears. Of the households where data was 

collated on late payments and arrears (n=117), a total of 88 households had made a late 

mortgage payment on their home during the previous 12 months preceding Interview 1, all 

having stated they had missed a mortgage payment as a result of a decline in their 

household income. At the time of interview, 33 households were up-to-date with their 

mortgage payments and had no arrears and 84 households which had missed a mortgage 

payment were now in arrears, 52 of whom are new entrants to homeownership as first time 

buyers (FTBs) (see Table 7.6 below).
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Table 7.6 The incidence of missed payments and mortgage arrears among 
MASS homeowners (n=117)

Have you made a late 
payment on your home in 
the last twelve months?

Having missed a payment on your 
mortgage, are you now in arrears?

Year of home Yes No Yes No
purchase
1974-84 3 1 5
1985-90 4 1 7
1991-95 11 10
1996-2000 11 5 16
2001-2004 20 10 6 1
2005 11 5 12
2006 15 2 14
2007 7 2 7
2008 5 2 6
2009 1 1 1

Total 88 29 84 1

Of those households in arrears, eight had missed one or two consecutive payments (four of 

whom are FTBs), three households had missed three consecutive payments (two of whom 

are FTBs) and 73 households had missed four or more consecutive payments on their 

mortgage in the 12 months preceding Interview 1 (39 of these households are FTBs).

The incidence of missed mortgage payments began in 2005 but is significantly concentrated 

in the GFC years of 2008 and 2009 when Ireland's economic and banking crisis was 

impacting severely, causing a rapid rise in the rate of unemployment (especially sectorally in 

construction and other sectors where employment is precarious) and a significant drop in 

income for households at work (caused by wage cuts, increased taxation and levies). The 

years 2008 to 2009 years account for 65 instances of when MABS sample homeowner 

households first missed a mortgage payment and went into arrears (see Table 7.7 below).
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Table 7.7 The year a first mortgage payment on the family home was missed

Year Number of Households 
(FTB means 'first time buyer')

2005 1 (FTB)
2006 4 (3 FTB)
2007 6 (4 FTB)
2008 30 (16 FTB)
2009 35 (23 FTB)
2010 8 (5 FTB)

Forty-six households had contacted their mortgage provider before they missed a mortgage 

payment to inform them of their pending default (28 of these were FTBs), while 42 did not 

do so (23 of whom are FTBs). Seventy five households received a letter warning that their 

continued possession of their home was under threat as a result of their default and missed 

mortgage payment, and, of these, 38 people had been threatened with legal action by their 

lender. Fourteen of these households recalled their mortgage provider as having informed 

them in writing of the institution's mortgage arrears management policy and practice which 

would be followed as a result of their default and missed payments, while just seven 

households recalled any reference being made to the banking industry's code of conduct for 

mortgage arrears management (CCMA).

Notably, the majority of those households in arrears reported that their mortgage provider 

had been unhelpful and uncooperative or had adopted an aggressive pursuit of the sum in 

arrears. While some households noted how the aggressive attitude of their lender had 

eased somewhat as a result of engagement and attempts to find a resolution to the 

mortgage arrears, others noted the opposite.

Flowever, just over a third of households in arrears reported that that their lending 

instruction had been understanding, supportive and attentive and had adopted a 

constructive problem-solving approach to resolving the mortgage arrears (35 percent, 

n=30). Table 7.8 below gives a detailed breakdown of respondents' experience of their 

mortgage providers' responses to default and mortgage arrears.
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Table 7.8 Respondent's experience of their mortgage lender's 
response to their default and mortgage arrears

Mortgage Lender's Response to Default and Arrears Number of Households

Understanding and supportive 10
Attentive to helping resolve arrears 9
Adopted a problem solving approach to resolving arrears 11
Not very attentive, helpful or cooperative 8
Unhelpful and uncooperative 11
Adopted an aggressive pursuit of arrears from outset 8
Aggressive at first but eased 12
Depends on who you have contact with 11
MABS deals with them directly on my behalf 1
Nice at first but have become more aggressive 2
Neither helpful nor unhelpful 1

Total 84

Among the 84 households in arrears, 40 of them reported having to pay penalties or charges 

for missing a payment, 25 did not, while a further 19 households did not know (and had not 

been informed) whether or not they had incurred penalties or charges as a result of their 

default and mortgage arrears. Few households actually knew how much of a penalty or 

charge had been levied by their mortgage provider; just 13 households had a somewhat 

clear idea.

Penalties and charges ranged from €10 to €20,000, with four households being levied €100 

and two households being levied €300. Seven households were aware that they would be 

paying a higher APR interest rate on their arrears, but only two households knew this 

percentage rate (one was an additional 1 percent on their variable APR rate, the other was a 

higher rate of 6 percent APR). Notably, at the time of interview, only 19 of those 

households which were in arrears believed that they would be able to make their next due 

mortgage payment in full (12of whom were FTBs), while 48 reported they would make a 

partial payment (33 of whom were FTBs). Thirteen households said they would not be able 

to make any payment whatsoever (seven of whom are FTBs) and four (one of whom was a 

FTB) were unable to predict what they would be able to do.
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1.1 Measuring the risk of housing exclusion among MABS homeowners

As detailed in Chapter 4, the approach developed here to measuring the risk of housing 

exclusion for homeowners combines a measurement of the extent of their housing stress 

and the extent of their housing insecurity. In other words, the risk of housing exclusion 

among homeowners is measured here by correlating the proportion of net household 

income remaining after contractual housing costs are made with the incidence and duration 

of default and mortgage arrears. The results are summarised below and plotted and shown 

in Figure 7.9.

Figure 7.9 Plotting results on the risk of housing exclusion among MABS homeowners, (n=117) 
(Note: Hh = Household, DPD = Days past due)

N=117Hh

HoustnQ cost as a 
percentage of net 
household income
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The key finding here is that of all MABS homeowners for whom data was collated (n=117), 

only just over one in ten (11.1 percent, n=13) were found to be at little risk of housing 

exclusion as they had strong housing security (i.e. no mortgage arrears) and low housing 

stress (i.e. a contractual monthly mortgage payment that was equal to or less than 30 

percent of their net disposable household income). As Figure 7.9 illustrates, a further 20 

MABS homeowners had strong housing security (i.e. no mortgage arrears). However, 13 of 

these were found to have a moderate housing stress rate (i.e. six had a 'prohibitive' housing 

costs to net income, and seven had 'burdensome' housing costs to net income). Four were 

found to be experiencing high to very-high housing stress rates (i.e. three had housing costs 

to net income that placed them above the 'high housing stress' line 1 and one was above 

the 'very high housing stress' line 2). Three households had housing costs to net income that 

are financially unsustainable (one above the 'at risk of housing exclusion' line 1 and two 

above the 'at risk housing exclusion' line 2. It is unlikely that MABS homeowner households 

found here with housing stress that is 'high' or 'very high' or 'financially unsustainable' will 

be able to avoid a missed payment in the future, default and entering into arrears. This 

places them more at risk of housing insecurity.

The majority of MABS homeowner households (63 percent, n=73) were in mortgage arrears 

for more than 120 days past their last due payment date and had low housing security. Just 

12 of these households had low housing stress (as measured here), while another 25 with 

low housing security were found to have moderate rates of housing stress (12 had a 

'prohibitive' housing cost to net income ratio, and 13 had a 'burdensome' ratio). In contrast, 

half of MABS household with low housing security (50 percent, n=36) had housing stress 

levels above the 50 percent of net income line. Twenty homeowners had high to very high 

housing stress and low housing security (nine at the 'high housing stress' line 1 and 11 at the 

'very high housing stress' line 2), while 16 homeowners have financially unsustainable levels 

of housing stress (four with a housing costs to net income ratio above the 'at risk of housing 

exclusion' line 1, and 11 above the line 2). Accordingly, the overall risk of housing exclusion 

is high for one in two MABS homeowners in arrears for longer than 120 days, and very high 

for one in five MABS homeowners in arrears for longer than 120 days.
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In order further to refine the identification of housing-exclusion risk factors within the MABS 

homeowner cohort, each instrument of financialisation and indicator of risk of housing 

exclusion was examined in turn for households with low housing security (i.e. in arrears for 

more than 120 days past the due date of their last mortgage payment). Cross-tabulations 

were made between these households and the following factors:

• Percentage of net household income spent on housing costs;

• Mortgage loan maturity term;

• Experience of refinancing and equity release;

• Loss of income in the previous 12 months;

• Year of home purchase;

• Type of mortgage provider; and

• Use of a mortgage broker to secure mortgage finance.

In descending order of importance cross-tabulation identified their having used a broker to 

obtain mortgage finance, having a loan term of over 30 years, having refinanced or released 

equity once and having bought into homeownership between 2006 and 2009 as being risk 

factors. However the one factor that increased the risk of housing exclusion significantly was 

where low housing security was accompanied by contractual mortgage repayments which 

amounted to 50 percent or more of net household income at the time of interview. There 

are 38 households in this category, amounting to almost one third (32 percent) of the MABS 

homeowners sample and these are identified here as being 'most-at-risk-of-housing- 

exclusion' (MARHE). The remaining households in the MABS sample (n=81) are identified 

here as 'less-at-risk-of-housing-exclusion' (LARHE). Another refinement of the data was 

therefore undertaken for MARHE households to ascertain if they differed in any way from 

the LARHE households in terms of the following risk factors:

• Mortgage loan maturity term;

• Experience of refinancing and equity release;

• Loss of income in the previous 12 months;

• Year of home purchase;
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• Type of mortgage provider; and

• Use of a mortgage broker to secure mortgage finance.

Cross tabulations revealed a similar pattern of relationships between MARHE and LARHE 

households for all the above factors except for one, namely where a 50 percent drop in 

income had occurred over the twelve months leading up to the time of interview. 

Notwithstanding the bearing which the instruments of financialisation and financial 

deepening have on increasing the risk of housing exclusion for households with low housing 

security and high housing stress, it is the scale of the decline in household income over the 

twelve months preceding interview that is identified here as the extra factor likely to 

increase the imminence of housing exclusion.

It appears that the possibility of housing exclusion was an anticipated reality among the 

overall MABS study population. All the sampled MABS households were asked if they were 

concerned that they might lose their home in the near future due to their changed 

circumstances. The majority of households answered with an unqualified 'yes' (57.8 

percent, n=122). Of these, 50 were new entrants to homeownership as first time buyers 

(FTBs). Four households stated that they were 'a little concerned', one household attributed 

the possible loss of their home to the outcome of divorce proceedings and one other noted 

their concern that they would lose an additional property instead of their principal 

residence.

A sizeable proportion of households answered with an unqualified 'no' (37.4 percent, n=79) 

and four households said that they did not know either way. It is notable how these answers 

vary on the basis of housing tenure. Mortgaged homeowners were considerably more 

concerned about the possible loss of their home due to their changed circumstance than 

were social housing tenants (see Table 7.9 below). Of the MABS homeowner households 

classified here as most-at-risk-of-housing-exclusion (MARHE), nearly all (87 percent, n=33) 

stated they were concerned about losing their family home due to their circumstances
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Table 7.9 Household concern about losing their home due to changed circumstances (n=211)

Housing Tenure
TotalMortgaged 

Homeowner 
(FTB means 'first 

time buyer'

Private
Rental

Social
Rental

Outright
Homeowner

Yes 89 (50 FTB) 20 13 0 122
No 24 (16 FTB) 17 34 4 79
Don't know 3 (2 FTB) 0 1 0 4
Yes, a little concerned 2 (1 FTB) 2 0 0 4
Yes, worried could lose
another property
Yes because ex-spouse wants 1 n n n 1
part of the house value
Total 119 (69 FTB) 40 48 4 211

7.8 Summary

This chapter has presented substantial empirical detail of the financialisation of MABS 

homeowner households and their financial deepening under an expansive and reckless 

credit cycle that was at times predatory and allowed fraudulent and risky mortgage finance 

transactions. It has presented findings on how the impact of the GFC and Ireland's economic 

and banking crisis worsened the extent of housing stress and housing insecurity among 

these homeowners. It has shown how the risk of housing exclusion among MABS 

homeowners can be identified and calibrated using a housing stress scale integrated with a 

measure of housing insecurity based on the incidence and extent of a household's mortgage 

arrears. Using this approach, the analysis presented here found that almost one third (32 

percent) of the MABS homeowners sample were 'most-at-risk-of-housing-exclusion' 

(MARHE) and that the rapid loss of 50 percent and more of their net household income is 

the most significant additional risk factor loading against their successful continuation as 

homeowners and for their possible expulsion into housing exclusion and homelessness via a 

court repossession or the voluntary surrender of their home. The next chapter shifts the 

analytical focus once again and presents the findings of Module 2 of the longitudinal study 

of MABS homeowner households at risk of housing exclusion.
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Chapter 8

The Experience of Individualisation, Debt-disciplining and Pauperisation

8.1 Introduction to Module 2 interviews (n=52)

This chapter presents the findings of Module 2 of the longitudinal study of MABS 

homeowner households at risk of housing exclusion who were originally recruited 

into the study between October 2009 and March 2010. Of the original panel of 

homeowner households interviewed in Module 1 (n=119), a total of 52 agreed to 

and completed a second interview between December 2010 and February 2011. 

Both categories of 'at-risk-of-housing exclusion' identified in Module 1 (see Chapter 

7) were found among Module 2 interviews, with more-at-risk-of housing-exclusion 

(MARHE) comprising 21 households and less-at-risk of-housing-exclusion (LARHE) 

comprising 31 households. The results below present a summary update on the 

circumstances of both MARHE and LARHE households between 9 and 12 months on 

from their first interview and are primarily qualitative. However, where empirical 

data was collated and confirmed in relation to the extent of mortgage arrears, it is 

given. Results focus on the homeowner households' experiences over the period 

since their interview in Module 1, particularly in relation to the following thematic 

issues^:

1. The perpetuation of their position as MARHE and LARHE and whether or not 

there has been any improvement in household circumstances.

2. The household's experience of 'individualisation' in terms of having to work 

within a strict case-by-case approach to the management of their mortgage 

arrears and to any restructuring and forbearance arrangements established 

under the CCMA (as opposed to a more mutualised approach that brought 

forward debt resolution and write down arrangements and options for 

homeowners with similar socio-economic characteristics).

^ These thematic issues formed the basis of the semi-structured interviews conducted for Module 2. 
For more details see Chapter 4.
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3. The experience of being pauperised (i.e. being made poor) by their 

contractual mortgage costs, mortgage arrears and debt circumstances and 

their feelings and attitudes arising (i.e. the so-called 'immiseration' effects of 

becoming impoverished while facing greater debt servicing demands).

4. The experience of mortgage payments, mortgage arrears management, 

restructuring and forbearance arrangements as a debt-disciplining regime.

5. The household's attitudes and opinions on their continued incorporation as 

homeowners and on homeownership generally.

Households included in Module 2 interviews resided in the locations listed in Table 

8.1 below.

Table 8.1 Residential location of homeowner households in Module 2

County MARHE LARHE Total

Dublin 4 6 10
Wicklow 3 4 7
Mayo 3 3 6
Waterford 4 2 6
Cork 1 1
Meath 2 2 4
Louth 1 1
Roscommon 2 2
Sligo 2 3 5
Galway 1 1
Kerry 2 2
Monaghan 2 2
Tipperary 4 4
Kildare 1 1

Total 21 31 52

Notably, not all households included in Module 2 were in arrears at the time of their 

first interview (n=13). Four of these households were paying below 35 percent of 

their net disposable income on housing costs, while the remaining nine households 

were contracted to pay (and were paying) above 35 percent (7 paying 35-49 percent 

and 2 paying 50 percent and over). The remainder of Module 2 households were in 

arrears (n=39), with twenty one paying 50 percent or more of their net disposable 

income on housing at the time of first interview, thereby confirming them in the 

'more-at-risk-of-housing-exclusion' (MARHE) category (see Table 8.2 below).
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Table 8.2 The composition of homeowners in Module 2 in terms of their risk of housing exclusion
(n=52)

Strong Housing 
Security (no arrears)

Moderate to Low 
Housing Security (in 
arrears for 60+DPD)

Total

Low Housing Stress 
(<30% of net income 
spent on housing)

3 5 8

Moderate Housing
Stress
(30-50% of income 
spent on housing)

8 13 20

High Housing Stress 
(>50% of income spent 
on housing)

2 21* 23

Total 13 39 52

* Households originally categorised as more-at-risk-of-housing-exclusion. See Chapter 7.

8.2 The 'more-at-risk-of housing-exclusion' (MARHE) households (n=21)

At the time of the second interview, the total value of mortgage arrears calculated 

for this group of homeowners was €294,800, (an average of €16,370 per 

household^). The majority of MARHE households (n=14) have mortgages borrowed 

from the so-called mainstream 'high street' lenders which are covered by Ireland's 

banking guarantee and which are obliged by the Central Bank of Ireland to 

administer a mortgage arrears management policy under the Code of Conduct on 

Mortgage Arrears (CCMA) (see Chapter 3). However, seven MARHE households hold 

mortgages with a subprime lender for whom no formal code of conduct on mortgage 

arrears is established. Notably, six of these households had originally held mortgages 

borrowed from mainstream lenders (one being with a local authority) before they 

switched mortgage providers in order to refinance their mortgage and release equity 

for use as income.

In terms of the extent and type of mortgage restructuring that had occurred for 

households under CCMA arrangements and with sub-prime lenders, the largest

This figure does not include the one household whose family home had been repossessed by the 
time of their second interview.
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category was an interest only payment (n=ll) followed by reduced payments on the 

contractual monthly repayment (n=8). In an attempt to address the balance of 

arrears outstanding, one household had agreed to make payments which were 125 

percent higher than their monthly contractual obligation. This arrangement was as a 

result of the lender's demands, to which the household had reluctantly acceded. 

However, the household noted that this was simply unsustainable and would not be 

met. Another household no longer made any payments as their home had been 

formally repossessed and they were awaiting an order of execution that would 

require them to vacate the dwelling.

Just below half of the MARHE households were in receipt of a supplementary social- 

welfare allowance (i.e. MIS^) to help maintain their mortgage-interest rate payment 

(n=10). The other half (n=ll) were not entitled to this social-welfare allowance, but 

at the time of interview three households were appealing this decision. The lack of 

entitlement to this standard welfare payment is notable here and reflects again on 

the precarious and unprotected nature of previous employment among these 

households that renders half of them ineligible for support. It can also be taken as a 

reflection on the scale of financial deepening via equity release within this group.

The supplement is only payable on mortgage interest charged on the sum of the 

initial (or first) mortgage and is not payable for interest charged on subsequent 

refinanced mortgages or top-up loans. As discussed in Chapter 3, decision-making on 

social welfare allowances and benefits has ushered in a period of retrenchment, 

stricter eligibility criteria and actual reductions in payments as part of the austerity 

strategy being pursued by Ireland's government in order to meet the terms of the 

economic programme agreed with the EC/ECB/IMF troika. Despite the increases in 

both unemployment and the incidence and extent of mortgage arrears over the 

period since 2008, the imposition of austerity measures via government budget 

cutbacks has led to notable reduction in the rate of growth in the number of 

unemoloyed households qualified for, and in receipt of, social welfare Mortgage 

Interest Supplement (MIS) payments. As Table 8.3 illustrates, the annual rate of

MIS is mortgage interest supplement and is payable under the Supplementary Welfare Allowance 
(SWA) Scheme for eligible households.
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growth in the number of households has declined substantially from the massive 

jump recorded between 2008 and 2009 (when the number of recipients rose by 108 

percent). Since then, the rate of increase in recipients has declined to 20 percent 

between 2009 and 2010 and further again to only six percent between 2010 and 

2011.

Table 8.3 Changes in the number of Irish homeowners in receipt of social welfare Mortgage Interest
Supplement (MIS), 2002 to 2011.

Year Number of Households Expenditure €000

2002 3,296 €6,426
2003 3,161 €6,725
2004 2,763 €5,705
2005 2,741 €5,834
2006 3,023 €7,377
2007 3,712 €11,624
2008 7,647 €26,866
2009 14,716 €60,885
2010 17,648 €65,146
2011 18,703 €67,386

Source: Department of Social Protection (2012)

Only one household from within this group did not have other unsecured consumer 

debt obligations to meet and just two households confirmed that they had some 

form of personal savings remaining (one household was the beneficiary of an 

inheritance and the other could not access their savings as they were in the form of 

credit union shares). Just four households confirmed that they had not relied on 

family or friends to help raise income to maintain their restructured mortgage- 

arrears payment regime or to make a once-off payment against their arrears. The 

majority of households noted a heavy reliance on income from within their domestic 

and social spheres, discussed in Chapter 4.

As illustrated in Table 8.4 below, all the MARHE households confirmed the 

perpetuation of a decline in their general economic and social circumstances and 

that their overall position in relation to loss of household income and being in 

mortgage arrears had not improved in the period since their first interview.
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Table 8.4 Thematic issues discussed by household's most-at-risk-of-housing-exclusion (MARHE) in
Module 2

MARHE households

Perpet
uation of
decline in
economic
Circum
stances

and
household

income

Individua
lisation of 
mortgage
arrears

problem

Pauperis
ation 

resulting 
from 

mortgage 
cost and
arrears

Disciplin
ing impact 
of serving 
mortgage 
debt and
arrears

Continued 
incorpor
ation as
home-
owner

Male, 34 years, First Time Buyer, 
Local Authority mortgage

Yes Not stated Not stated Yes Yes

Female, 40 years, Non-First Time 
Buyer, Prime Lender

Yes Yes Yes Yes No

Male, 39 years, Non-First Time 
Buyer, Prime Lender

Yes Yes Yes Yes Yes

Male, 47 years, Non-First Time 
Buyer, Prime Lender

Yes Yes Yes Yes No

Female, 44 years. Non First Time 
Buyer, Prime lender

Yes Not stated Not stated Yes No

Female, 49 years, Non-First Time 
Buyer, Sub-Prime Lender

Yes Yes Yes Yes Yes

Male, 55 years. First Time Buyer, 
Prime Lender

Yes Yes Yes Yes No

(Male, 46 years. Non First Time 
Buyer, Prime lender)

Yes Not stated Yes Yes Yes

(Male, 33 years. First Time Buyer, 
Prime lender)

Yes Not stated Not stated Yes Yes

Female, 33 years. First Time
Buyer, Prime Lender

Yes Yes Yes Yes No

Male, 51 years. First Time Buyer, 
Prime Lender

Yes Not stated Not stated Yes No

Male, 58 years, Non-First Time 
Buyer, Prime Lender

Yes Not stated Yes Yes Not stated

Female, 37 years. Non First Time 
Buyer, Prime lender

Yes Yes Yes Not stated Yes

Male, S'^ years. First Time Buyer, 
Subprirre lender

Yes Not stated Not stated No Yes

Female, 54 years. First Time
Buyer, Prime lender

Yes Not stated Yes Yes Yes

Male, 41 years, Non-First Time 
Buyer, Prime Lender

Yes Yes Not stated Yes Yes

Male, 41 years. First Time Buyer, 
lnsuran;e company mortgage

Yes Not stated Not Stated Not stated No

Female, 47 years, Non-First Time 
Buyer, Prime Lender

Yes Yes Yes Yes Yes

Male, 47 years. First Time Buyer, 
Prime Lender

Yes Yes Yes Yes Yes

Male, 23 years. First Time Buyer, 
Prime lender

Yes Not stated Not stated Yes No

Female 48 years. Non First Time 
Buyer, Prime lender

Yes Yes Yes Yes No

Chapters 285



Approximately half (n=ll) the MARHE households discussed how they felt they had 

to recognise themselves as being individually responsible for their own 

circumstances of default and mortgage arrears. As one interviewee put it;

"I know we all got greedy."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

Others noted how they felt that they were being left to fend for themselves with 

little or no support from their mortgage provider and how there was apparently no 

sense of joint responsibility between them and their mortgage provider for their 

resulting circumstances:

"Everything falls to me to deal with."
(Female, 37 years. Non First Time Buyer, Prime lender)

"\Ne are on our own recovery plan."
(Female, 47 years, Non-First Time Buyer, Prime Lender)

"We're in limbo... we don't know what we're going to do."
(Male, 55 years. First Time Buyer, Prime Lender)

"There's no help for poor people like us, that's what I call us now."
(Female, 48 years. Non First Time Buyer, Prime lender)

"[It's] all because of the bankers. I will take responsibility for my personal 
debt but they're doing nothing. They will not take responsibility for the 
mortgage amounts"
(Female, 33 years. First Time Buyer, Prime Lender)

Thirteen of the MARFIE households noted the pauperising impact of their high 

contractual housing costs and arrears on their overall quality of life. All noted how 

they had changed lifestyle and cut back on their general household expenditure:

"I never had a holiday and never will because of the house... I will never have 
any spare cash because of this house."
(Male, 58 years, Non-First Time Buyer, Prime Lender)
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This included household's divesting themselves of consumer durables they could no 

longer afford to maintain, such as the family car (including one disabled homeowner 

who was a wheelchair user and who lamented "my independence is gone"). Others 

had eliminated expenses related to home entertainment packages for satellite 

television and hire-purchase of television sets or sold electronic goods and more 

essential white goods (i.e. kitchen fridges and washing machines) to raise income. All 

noted an increased reliance on charity (most commonly the SVP) and on family and 

friends for income and goods-in-kind:

"Before Christmas, someone gave me a turkey, ham and a hamper. I was 
embarrassed, but relieved."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

The most noted pauperising effect however was on the homeowner household's 

basic ability to reproduce itself daily and to afford to continue to participate in 

society. Food scarcity was commonplace, so too was the experience of being 

excluded from ordinary and everyday expectations.

"Some days I don't have dinners."
(Female, 54 years. First Time Buyer, Prime lender)

"I don't even have the money for groceries, the school lunches" [crying now 
while speaking] "I died" [going to see CWO for support] "I thought that would 
be the lowest point in my life and thought it would get better, but it hasn't." 
(Female, 37 years. Non First Time Buyer, Prime lender)

"When things are bad your immediate concerns only extend out about a 
week. My worries are about money, how will I pay my sister-in-law for her 
car? [Borrowed the car to stay mobile and work]. It leaves me with nothing 
for the mortgage, the fridge is bare."
(Male, 47 years. First Time Buyer, Prime Lender)

All but two households noted the disciplining effects of their indebtedness and the 

experience of having to negotiate, establish and maintain mortgage arrears
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repayments under the MARP. Many interviewees noted how they retained as much 

income as possible to ensure they would make regular repayments and how they 

considered it a duty to ensure they maintained their restructured mortgage 

repayment regime.

"I want to pay my way."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

"I will never allow ourselves to go into arrears [again]." 
(Female, 47 years, Non-First Time Buyer, Prime Lender)

"I'm trying to take more off." [The arrears]
(Male, 28 years. First Time Buyer, Prime lender)'*

"It's a constant worry trying to pay things back." 
(Female, 34 years. First Time Buyer, Prime Lender)

A small majority of MARFIE homeowners were positive about remaining as 

homeowners, despite their current circumstances, and many expressed stringent 

and somewhat militant positions in defiance of any alternative suggestion.

"I've a house Tm fighting to keep... my only asset aside from my wife and kids. 
It's a legacy to my kids. I want to leave here in a box."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"It's my sanctuary. I know every nook and cranny in it...I love it...I have it 
lovely and I've done a lot of work to it."
(Female, 54 years. First Time Buyer, Prime lender)

Notably, a bigger majority of MARFIE households (n=17) expressed their support for 

increased tenure flexibility in the form of an intervention from their local housing 

authority that would allow them to remain in their home but would release them 

from their current mortgage debt obligations. MARHE households noted how this

This interviewee originally held a local authority mortgage under the Shared Ownership Scheme 
before refinancing and switching mortgage provider in 2003 to a prime lender, namely Bank of 
Ireland. Thereafter, this interviewee had drawn down three additional top-up loans on his property 
with Bank of Ireland, in 2005, 2007 and 2009.
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would require a successfully negotiated debt write with the household's mortgage 

lender. As this was considered by households to be unlikely under current CCMA 

practice and policy, likely demand for tenure flexibility schemes such as mortgage- 

to-rent was therefore uncertain among these households. Four households 

specifically detailed the need to engage a mortgage rescue programme that included 

a formal debt write down or 'debt forgiveness' approach. Two households suggested 

reducing variable interest rates and the introduction of 'intergenerational loan' 

arrangements that allowed a mortgage (and any arrears) be 'inherited' by adult 

offspring who would undertake to pay down the outstanding balance. Nine MARHE 

homeowners were unambiguously negative about their incorporation as 

homeowners and their experience of being in mortgage arrears and wished to be 

released from owner occupation, while three households were actively considering 

abandonment or the voluntary surrender of their home.

"It would be a massive relief if they took the keys back."

(Female, 33 years. First Time Buyer, Prime Lender)

"/ would rather hand back the keys of the house and rent somewhere closer to

work that would be cheaper... I don't mind losing the home."

(Male, 51 years. First Time Buyer, Prime Lender)

"I want to see it gone, it's too much of a burden...! hate the place now."

(Female, 48 years, Non-First Time Buyer, Prime lender)

8.3 The 'less -at-risk-of-housing-exclusion' (LARFIE) households (n=31)

Only tnree households originally categorised as 'less-at-risk-of-housing-exclusion' in 

Modu'e 1 reported any improvement in their general economic circumstances and 

their cverall household income over the period since their original interview. The 

remaining 28 households confirmed the perpetuation of a decline in their general 

economic and social circumstances and that their overall position in relation to loss 

of household income and being in mortgage arrears had not improved in the period 

since their first interview.
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Notably, three households with low housing stress and strong housing security had 

remained up-to-date with their mortgage repayments and had neither missed a 

payment nor gone into arrears. Each household emphasised the importance to them 

of having a variable rate mortgage that was a 'tracker' mortgage and that ensured 

their mortgage repayments could only adjust on the basis of ECB interest rate 

movements and not on the basis of decisions made by their Irish mortgage provider, 

all of whom were mainstream lenders. These households confirmed that they had 

not yet relied on family or friends for financial support but were likely to consider 

doing so if required. One homeowner did state how she had exhausted all their 

savings in maintaining their mortgage repayments and another noted how his 

primary income was from activities in the informal (or 'black' economy) and was 

becoming increasingly unreliable. Nevertheless, these households remained 

confident in their ability to deal with the challenges of debt management in general 

and all expressed a commitment to maintain the discipline of debt repayment, while 

one household refuted any internalisation of blame for her debt position and 

identified the cause of her situation as primarily a loss of employment.

"I won't walk away from people I owe money to... [The] mortgage has to be 
paid, that's the number one priority."
(Male, 43 years. First Time Buyer, Prime lender)

"I went to MABS after I lost my Job to confirm that I would be ok... people 
need to get out of this thing of being ashamed."
(Female, 34 years. First Time Buyer, Prime Lender)

Eight LARFIE households were spending between 35 and 49 percent of their income 

on housing costs at the first interview but reported not being in arrears. Flowever, by 

the time of this second interview only two households had managed to avoid going 

into arrears and having their mortgage payments restructured. The mortgage 

providers were all mainstream prime lenders and therefore required to follow 

mortgage arrears management practices of the MARP. Financial support from family 

and friends was reported by all bar two households and only two households had
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any form of saving remaining intact. The individualisation of the issue and attribution 

of blame was noted here again.

"I can't blame anybody but myself."
(Female, 64 years, Non-First Time Buyer, Prime Lender)

"We're flipping greedy." [Irish people]
(Female, 38 years. Non First Time Buyer, Prime lender)

So too was the impoverishment and pauperisation effects of high housing costs and 

mortgage arrears.

"There's no way to survive [easily]... my children are having beans on toast for 
dinner. [Tm] unable able to put food on the table for the children."
(Female, 33 years. First Time Buyer, Prime lender)

"Tm ]ust about scraping by."
(Female, 44 years. Non First Time Buyer, Prime lender)

"My heart is in my mouth when the bills come in."
(Female, 64 years, Non-First Time Buyer, Prime Lender)

The debt discipline being maintained among these homeowners was also notable, as 

was the generally positive attitude towards remaining incorporated as a 

homeowner.

"We have to repay the bank... we're aware that no matter what we still have 
to pay it."
(Female, 43 years. First Time Buyer, Prime lender)

"I wouldn't like to think Td never own my house. It would be devastating 
never to own property."
(Female, 33 years. First Time Buyer, Prime lender)

Flowever, a difference in attitude did emerge among these respondents to the 

prospect of future flexible tenure arrangements that involved the local authority
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unless any such future arrangements ensured continuation of some form of 

ownership. While trust was expressed in local authorities over banks as a potential 

landlord, a strong bias against the prospect of becoming a social housing tenant also 

emerged.

"I would prefer shared ownership as I know a certain amount is mine."
(Female, 38 years. Non First Time Buyer, Prime lender)

"I would need to know the details but [I] would ovoid social housing at all
costs."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

"I would walk away from the house before I did that [social tenancy]... I
wouldn't be personally happy with that."
(Female, 43 years, First Time Buyer, Prime lender)

Eight LARHE households with moderate housing stress (i.e. between 30 and 50 

percent of net disposable income being spent on housing costs) but moderate to low 

housing security (i.e. being in arrears over 90 days past due) at the time of first 

interview were found to be in the Module 2 interviews. None of these households 

had managed to resolve the balance outstanding on their arrears and the arrears 

owed among them summed to €69,316. One household was in arrears to the sum of 

€35,000. When this individual is removed from the overall sum the average arrears 

for the remaining seven households was €4,902, approximately one third of the 

average arrears owed by households in the MARHE category. Five of these 

households' mortgage providers were mainstream lenders, the remaining three 

being sub-prime lenders. All bar one of these households confirmed that they had 

other consumer debt outstanding and two of them stated that they were now reliant 

on registered moneylenders for income.

None of these households had any savings remaining and, notably, only one 

household had qualified for MIS payments under the social welfare qualifying 

criteria. As previously noted, this was explained as being the result of both a 

tightening of eligibility criteria that was reported as occurring at the time and the
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difficulties these households had in validating their eligibility due an absence of 

appropriate records and official documentation, commonplace among households 

occupied in precarious and unprotected forms of employment. The individualisation 

of the issue and attribution of self-blame was again noted here but so too was its 

opposite and a more defiant and somewhat belligerent attitude.

"I prefer to sort it out on an individual basis."
(Male, 41 years. First Time Buyer, Prime Lender)

"I feel terrible about the situation, it's a dirty cycle each month." [Of paying 
bills]
(Female, 44 years. Non First Time Buyer, Prime lender)

"There's a lot more pressure on me again."
(Male, 49 years. First Time Buyer, Subprime lender)

"Sometimes you just have to close those letters." [From the mortgage 
provider]
(Female, 40 years. First Time Buyer, Prime lender)

"It was their foolish lending."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"Good luck to them [subprime mortgage provider] getting it [arrears] off me, 
might as well put the handcuffs on me... they can do what they f***ing want" 
(Male, 41 years. First Time Buyer, Subprime Lender)

The impoverishment and pauperisation effect of high housing costs and mortgage 

arrears was also particularly noted by this group of homeowners.

"We haven't been out in months."
(Female, 44 years. Non First Time Buyer, Prime lender)

"We have very little furniture anymore." [It was sold for income] "We literally 
live on nothing."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"I haven't got a pot to pee in."
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(Male, 53 years. Non First Time Buyer, Credit Union mortgage)

"I'm 40 years old and have nothing to show for it."... [Mentions his kids]... 
"But sure I can't fecking eat them! [Laughter] huts it's hard when you can't 
provide for them, it's a kick in the balls."
(Male, 41 years. First Time Buyer, Subprime Lender)

So too was the observing the discipline of maintaining the debt repayments owed.

"I sold everything-jeep, motorcycle - sold most of what I own." [To clear 
arrears]
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"She [partner] would rather go without bread on the table." [Than miss loan 
repayments]
(Male, 41 years. First Time Buyer, Subprime Lender)

One household was no longer a homeowner at the time of second interview. The 

head of household explained they had been forced to sell the home (the 

interviewee's perspective) in order to try to clear the balance and arrears 

outstanding on the mortgage held with a subprime lender (Start Mortgages). This 

had not succeeded as the sale price obtained was insufficient to clear the balance 

outstanding and the household remained liable for its payment. After a short period 

of homelessness when the household relied on family and friends for 

accommodation (so-called 'sofa surfing'), the household was now living in privately- 

rented accommodation and reliant on rent supplement to support their rental 

payments. Commenting on the experience the head of household stated;

"[It's] a big blow to lose the house, particularly for my partner. The 
neighbour's were out watching us move and it's a small town, so there's 
gossip. I had to swallow it and move on."
(Male, 41 years. First Time Buyer, Subprime Lender)

One other householder who remained a homeowner was also renting privately with 

support from the social welfare system due to the experience of a house fire having
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rendered the family home uninhabitable. This household was angered by the 

response of their mortgage lender to their circumstances.

"It's [the house fire] not our problem, tough" [they said] "they have made me
homeless."
(Male, 53 years, Non First Time Buyer, Credit Union mortgage)

Five LARFIE homeowners, originally with moderate housing stress and low to 

moderate housing security, reported either no arrears (2 households) or diminished 

arrears (3 households) at the time of their second interview. The common 

explanation here was the intensity of financial support arising from each household's 

social and family network which had either allowed the arrears to be cleared or had 

ensured a restructuring arrangement that had reduced the monthly payments and 

the extent of such arrears. Two households held their mortgage with mainstream 

lenders, two were with a local authority (1 shared ownership and 1 affordable 

housing loan) and one household was with a subprime lender. Three households 

noted their lack of entitlement to MIS social welfare allowance and only one 

household confirmed that they had any form of saving left on which to rely. Four 

households detailed their experience of becoming impoverished by their mortgage 

arrears despite the continued assistance and financial support of family and friends.

"I'm just scraping by."
(Female, 37 years. First Time Buyer, Local Authority mortgage)

"I'm trying to make do...living on a small amount of money."
(Female, 56 years. First Time Buyer, Prime Lender)

"Things have been more than tough, Tm struggling every day."
(Male, 37 years, Non-First Time Buyer, Sub-Prime Lender)

"I do be in Tesco's counting the pennies... trying to get the kids treats so that
they don't go into school and say we're poor."
(Female, 32 years, First Time Buyer, Prime Lender)
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One household noted how the children's general health was deteriorating through 

constant illness associated with their inability to afford to adequately heat their 

home adequately (i.e. fuel poverty), while another two households reported that 

they now suffered ill health related to anxiety and depression and were on 

medication as a result. Despite the circumstances and experience to date, these 

households remained committed to homeownership and only one expressed any 

negative sentiments on their continuation as a homeowner.

"My concern is not to go backwards. It [to lose the apartment] would be to go
backwards."
(Female, 37 years. First Time Buyer, Local Authority mortgage)

"If you handed your house back there'd be no stability in... they could kick you
out...and there's pride in it [homeownership] too."
(Female, 32 years. First Time Buyer, Prime Lender)

"If it went up in smoke I wouldn't really care."
(Male, 37 years, Non-First Time Buyer, Sub-Prime Lender)

Lastly, two LARFIE homeowners with high housing stress but strong housing security 

(i.e. no arrears) were found to be included in the Module 2 interview sample. In an 

attempt to clear their arrears and debt and on the basis that they could no longer 

sustain their mortgage repayments, one of these households had sold her home 

subsequent to their first interview. Flowever, once gain the house sale did not 

achieve the sum required to resolve the arrears balance outstanding. This ex

homeowner confirmed how she had then experienced a period of homelessness for 

nine months prior to resolving access to a private-rental housing option supported 

by the SWA rent supplement payment. This ex-homeowner remains legally liable for 

the balance outstanding on her original mortgage but is more concerned with her 

current living situation.

"It was hard to give up homeownership, but it's better than the situation I've
ended up in."
(Female, 27 years. First Time Buyer, Prime Lender)
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The second household in this category did go into arrears shortly after their first 

interview but was quickly able to agree a moratorium on payments in full and had 

agreed a restructuring arrangement for an interest only payment over the period 

since then. They noted how impoverished they subsequently became but also they 

remained resolutely committed to maintaining themselves as a homeowner.

"There's no light at the end of the tunnel at the moment and we're watching
the pennies every week. I built this house and have no intention of losing it."
(Male, 36 years, First Time Buyer, Prime Lender)

8.4 Summary

This chapter has presented data from a second round of interviews conducted with 

52 homeowner households who were all originally included in the MABS 

homeowner sample (n=119). On the basis of the extent of their housing stress and 

housing insecurity, 21 of the households interviewed a second time were originally 

categorised as more-at-risk-of-housing-exclusion (MARHE) and 31 as being less so 

(LARHE) (see Chapter 7). Data collated during this second round of interviews 

confirmed that the circumstances of just three household's had improved over the 

ten to twelve month period between interviews 1 and 2, while another three 

households had avoided missing a mortgage payment and going into arrears. All of 

these six households were originally categorised as LARHE.

However, two among them stated their economic resilience was declining; one had 

exhausted all their savings to avoid a missed mortgage payment and default, while 

another was reliant on the informal or 'black' economy for their income. The 

remaining 46 households confirmed the deterioration in their economic resilience as 

being on-going and noted a heavy reliance on income and support from friends and 

family to help cope with their circumstances. Their pauperisation was, in effect, 

uninterrupted by any increase in income or indeed a return to earned income via 

labour market participation.
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Many noted the austerity impact of government budgetary decision-making on their 

social welfare supports, particularly the reduced rate and duration of qualified social 

welfare payments including MIS payments. Others noted their ineligibility for social 

welfare supports of any kind, due primarily to their previous unprotected and 

precarious employment. Significantly, two households, both originally in the LARHE 

category, had direct experience of exclusion from homeownership. Both had sold 

their homes in an attempt at clearing the balance of their outstanding mortgage and 

arrears. Both sales had failed to deliver the equity required to do so, and one 

household had experienced homelessness as a direct result of the sale. In short, the 

risk of housing exclusion remained high for all homeowners interviewed for module 

2, bar six. Chapter 9 presents data from the third and final round of interviews 

conducted between 14 and 15 months later during summer 2012 with 30 of the 52 

module 2 panellists.
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Chapter 9

The Experience of Temporary Forbearance, State Policy 

response and Attitudes to Homeownership

9.1 Introduction

This chapter presents the findings of Module 3 of the longitudinal study of MABS 

homeowner households at risk of housing exclusion who were originally recruited 

into the study between October 2009 and March 2010 (n=119) and were 

interviewed a second time in Module 2 (n=52) between December 2010 and 

February 2011. Of these 52 households, 30 agreed to and completed third interviews 

during June and July 2012. The results of these interviews are qualitative in nature. 

They are presented below under a series of thematic issues that reflect the 

experiences of the MABS homeowner households over the period since their second 

interview. These range across issues related to the lived experience of panellists as 

they continue to endure the impacts of the GFC and the Irish economic crisis on their 

lives. Panellists provide insights on their daily life and how they are coping under the 

pauperising impact of their unresolved mortgage arrears as well as the effects this 

has had on their mental health, well being and family relationships.

Panellists also provide information on the content of their mortgage arrears position 

at the time of interview and explore in detail the cause of their mortgage arrears.

The experience of mortgage arrears forbearance under the MARP and panellists 

support for current Irish state policy on mortgage arrears, and for policy alternatives, 

is presented ahead of a consideration of panellists experience and expectation of 

housing exclusion. The chapter concludes by presenting data on panellist's attitudes 

to the possible loss of their family home and on how their opinions and attitudes to 

homeownership have changed over the period in response to their overall 

experience of the impact of the GFC and the Irish economic crisis on their lives.
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9.2 Life today for the MABS homeowners and how they are coping

Of the 30 interviewees comprising the third module of the longitudinal investigation, 

only four stated that their overall circumstances had improved over the period since 

their second interview. This reflects the deterioration in labour-market opportunity 

and employment over the period, the impact of which has been made more acute by 

reductions in social welfare benefits and allowances and other austerity measures 

imposed by Irish government to meet the terms of the EC/ECB/IMF economic 

programme aimed at reducing the general government debt and revenue deficit. Of 

those whose circumstances had improved, two had returned to work, one was the 

recipient of an inheritance and one had started a new business (although cash flow 

was confirmed as being low).

The first question I have is thinking about the present how are things at the 
moment for you financially?

"A lot better than where I was the last time we were talking. I got a job about, 
touching nearly ten months ago now, in a factory, a local factory nearby. It's 
an evening shift so Tm able to keep an eye on the kids then during the day so 
it's kind of killing two birds with the one stone."
(Male, 36 years. First Time Buyer, Prime Lender)

"Well, things ore just about - they got better and they got worse. Put it this 
way, I came into some money because I was - my grandmother passed away 
12 months ago and she left me the house and I had to -1 tried to remortgage 
my old house so I could do up the house, because it was in bad repair. Then I 
got caught for inheritance tax and stuff like that, so I had no choice but to sell 
the house. So, I came into a few pounds that way."
(Male, 40 years, Non-First Time Buyer, Prime Lender)

Flowever, for the remainder of the panel at the time of their third interview, life was 

a combination of disimproving or stagnating circumstances compared to their 

previous quality of life when employed with an income:

"I would be worse off now than I was. I was doing quite well. I was having a 
good time. We could have a holiday and do everything and none of that has 
happened since. We haven't been away; we haven't done anything. Our home.
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\Ne could well afford to pay for it but now it is like the highest mountain I have 
ever seen. I am not meeting any of the payments in the last eight to nine 
months and it is the same on the other ones."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

“Very, very tough. There just isn't any money and my current situation is that 
Tm unemployed but looking at all my options I eventually decided that with 
kind of lack of employment Td go to university so that's what Tm doing and of 
course that has the knock on effect that there's no income but sure even if 
there was an income it wasn't meeting what we needed to pay out anyway so 
money is just not there."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

“We're struggling; we're getting €340 a week of which we're paying €125 to 
GE Money. So we are struggling, we're actually, to be honest now, not being 
over-dramatic but we are going hungry at times to try and keep... But they're 
not working with us to be honest."
(Male, 55 years. First Time Buyer, Prime Lender)

The austerity impact of tightened Irish government budgets on social welfare 

allowances and payments over the period was a factor in the deterioration of 

household income. So too was having to rely on low-paid and insufficient 

employment in order to remain economically active:

"I suppose at the moment its bit tougher now in the sense that there is less 
money coming in now. They changed the mortgage relief, that used to be 
€128 every four weeks and now that's down to €84 and the actual disability 
pension that Tm getting came down about €40 as well per week."
(Male, 58 years, Non-First Time Buyer, Prime Lender)

“Yes I mean Tm okay, Tm working at the moment but it's only part-time so it's 
obviously a struggle but to be perfectly honest with you, I mean Tm only 
working as I said part-time, Tm actually earning less than the dole, to be 
honest. So Tm only doing 17 to 18 hours a week and I mean to be honest with 
you Tm just working for the sake of working rather than sitting on my bum 
doing nothing. So, I just kind of got out there and took a job just so that I 
could have a current job on my CV."
(Female, 27 years. First Time Buyer, Prime Lender)

“Well, it hasn't changed or anything. There's still no work like and like in the
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summer, you might get a few hours of cutting grass and stuff like that, but 
nothing major like, but the weather's so bad now, so you know, it's just worse 
than ever."
(Male, 41 years, First Time Buyer, Insurance Company)

"Financially we are not any different. Tony is very much the same. He has 
been retraining. He has been making contacts. I am doing a lot of work. I am 
doing a lot of talking with people, possibilities of social enterprise. Nothing 
has changed. We still go to the social welfare every week and we still manage 
and we still try and pay people piecemeal."
(Female, 47 years, Non-First Time Buyer, Prime Lender)

One outcome that had become increasingly problematic for panellists was their 

overall pauperisation and general immiseration as a result of changes in their 

circumstances and their continued challenges in making ends meet on a daily basis. 

Some households' situations were approaching desperation and people were 

struggling to feed themselves and their families, heat their homes or afford everyday 

items that had now become luxuries. Others confirmed their reliance on charitable 

organisations for basic food items and clothing and how they considered themselves 

to be increasingly socially excluded as a result of their impoverishment:

"Getting hand-outs. I've had Saint Vincent de Paul up and this, that and the 
other, just to feed us, we were left that broke. And I also was... my brother 
works for wholesalers, and they were actually letting me eat out of date food, 
which I told him was given to our pigs, but we were actually eating because 
we couldn't afford food. It would have been stuff close to its sell-by date." 
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"Three times in the last nine weeks we haven't bought shopping. Three weeks 
out of nine. We survived or we got some off somebody else or whatever. But 
it was never that way before."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"IVe got help from St. Vincent De Paul (SVP) there recently on our ESB. They 
were going to cut us off about three weeks ago. I was talking to them [SVP] 
and they helped us out with the ESB. My partner doesn't know that."
(Male, 41 years. First Time Buyer, Sub-Prime Lender)

"Well, I don't have the TV and I don't have the Internet anymore."
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(Female, 33 years, First Time Buyer, Prime Lender)

"Well, I couldn't afford a computer anymore like. Well, that and the television 
I have is just free status like, you know, so I have nothing you know."
(Male, 41 years. First Time Buyer, Insurance Company)

"There would be certain days of the week I would have to limit what I could 
buy, maybe just keep it to the basics like milk and bread, you know, because I 
wouldn't have enough spare cash to buy the proper food like so you're 
actually suffering. Like fuel would be another thing now that I wouldn't be 
buying, do you know, you wouldn't be buying oil for the heating anymore 
because it's too expensive."
(Male, 58 years, Non-First Time Buyer, Prime Lender)

"You buy clothes in charity shops and things like that. You have to be really 
careful. A cappuccino is quite a treat. Do you know what I mean? These things 
you kind of make them a treat. In the past it might not have seemed a big 
deal but you make sure to appreciate those kinds of things"
(Female, 56 years. First Time Buyer, Prime Lender)

"I haven't actually been socially included since I have been on social welfare. I 
don't go to the movies, I don't go out for a meal, and I don't do anything. I 
live at home and that is it."
(Female, 49 years. First Time Buyer, Local Authority)

The pauperising effect of their income decline, over-indebtedness and mortgage 

arrears on homeowner's family and expectations for their children was palpable. 

Many households noted the daily strain and misery caused by their situation and 

commented on the challenges of maintaining positive relationships within the family 

and household group.

"I get dole money on a Tuesday and that's what Tm living off because my 
wages which are being paid every other week go directly to the bank, they're 
exactly the amount that I've agreed with the bank and Tm not even paying 
taxes out of that which I probably should be. So, I get my wages fortnightly, I 
take it straight down to the Post Office and pay it to KBC. So Tm living off the 
Job Seekers Allowance and the mortgage interest supplement essentially and 
I get it on a Tuesday and quite often we're entirely out of money by Friday 
evening. So, there's no diesel for the car, there's nothing else at the shop until 
next Tuesday type of thing. It does make it really difficult. I've got a wedding
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to go to tomorrow and we've no money for a gift, but my wife will get 
something from her sister or something. So it causes massive rows in the 
family home over money and just incredible hardship, that's all I can say." 
(Male, 47 years. First Time Buyer, Prime Lender)

"From a financial point of view I'm drowning, I'm simply drowning but from 
on emotional point of view it's not much better, I believe there's a huge strain 
on my family first of all and in particular with my wife. It's my wife's birthday 
today and I can't even afford to buy her a birthday present... Yeah basically 
that's it, you know? Don't get me wrong, I'm not feeling sorry for myself or 
Just crying 'poor man' but there has been times when it's been toughest was 
putting diesel into the van or feeding the kids and feeding the kids comes first. 
Our kids are our life, you know..."

But I mean this summer in particular is going to be very, very difficult because 
there's obviously not going to be a holiday...! have a nine year old, a six year 
old and a three year old and their friends are going off and their friends are 
getting new stuff, that's a very difficult conversation to have with them." 
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"Well, he's out of work, I'm out of work and we've two kids - one of which is a 
fantastic dancer and it's just crippling us, even trying to keep her going like. 
You know, the other one is only... she's coming three now and all she's asking 
for, for her birthday, is a party and it's... I don't know how I'm going to; do you 
know what I mean? ...I mean now the summer holidays are here like, I mean, I 
started off with her making me go places and sure I had to sit her down - 

she's only nine years old - and tell her that petrol costs. Do you know what I 
mean, it's not even an ice cream, or a Super Macs like her friends are getting. 
It's the petrol."
(Female, 32 years. First Time Buyer, Prime Lender)

Another impact was the manner in which people's lives had been reduced to a day- 

to-day existence as they struggled to cope financially and how the fear of not being 

able to afford an unexpected cost or expense was also keenly felt:

"Coping yes, just about. Struggling, yeah... It's not going to get any better 
and I just take each day - I'm alive and they're all alive so it is not worth 
getting too stressed, but you know what I mean, I just cope day by day." 
(Female, 49 years. First Time Buyer, Local Authority mortgage)

"Surviving, yeah. You know, we kind of take week by week, day by day kind of
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thing and..."
(Female, 32 years. First Time Buyer, Prime Lender)

"The way I cope is day to day literally. Anything like maybe a pair of shoes or 
a light coming on in the car just puts you into a tizzy, like you don't know, like 
if anything goes wrong or there is anything outside of your existence it's kind 
of 'oh my God, what am I going to do now?"'
(Male, 47 years, Non-First Time Buyer, Prime Lender)

"No, not [coping] at all. I am not meeting bills."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"Well it's not [easy to cope], I'm just struggling. I am just, kind of, robbing 
Peter to pay Paul, and just juggling bills around and doing all I can when I can, 
you know that kind of way? Like, I'm not even paying half the mortgage." 
(Female, 40 years, Non-First Time Buyer, Prime Lender)

"I am getting my unemployment assistance at €150 a week. That seems to 
last about two days between paying bills and groceries. So not really [coping 
financially], and I have tried to negotiate a lot of debts down to the minimum.' 
(Male, 41 years. First Time Buyer, Sub-Prime Lender)

"Well no [not coping well]. Just sort of, if things happen, say like the car 
breaks down. When you only have V amount of money and suddenly you are 
left with no choice but to divert what you have from A to B. There is no 
comfort zone I suppose for want of a better expression."
(Male, 41 years. First Time Buyer, Prime Lender)

Are you coping okay financially?

"No. If the engine goes on the car and the car has to be replaced, what do you 
do? You replace the engine you don't replace the car. You try and get it fixed.
If you have to pay out €500 or €600 at any time, you spend two to three 
months trying to catch up. There is no room for anything to go wrong." 
(Female, 47 years, Non-First Time Buyer, Prime Lender)

As discussed in Chapter 4, Panellists were able to confirm the extent to which they 

had come to rely on income drawn from across different spheres including the 

informal economy and more often from their social network of friends and family. In 

some cases wider family members had gifted money or paid for things, while in 

other cases family members had borrowed to help panellists. A wider sphere than
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that of the immediate household therefore experiences the impact of pauperisation. 

Panellists had also borrowed from their family by way of a loan that had to be repaid.

"My mother actually took out a credit union loan to help cover it." [Mortgage 
arrears]
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"My mother has turned around on various occasions; you know family 
members have given us money for certain situations."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"I mean an odd time you might get €50 or a €100 from somebody and that 
would be in your family. But they can't [continue to] do it either"
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"But literally I go day-to-day, day-to-day and, you know, family help out. 
Anything that's outside the norm like if the kids need anything its aunties, 
uncles, they'll pay for it because I don't. I can't."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

"Well kind of yeah. Like I'm kind of borrowing a few bob here and there like, 
you know, what I mean? My husband has an uncle who will give us money if 
we are stuck like... There's a back-to-school [social welfare] allowance but it 
doesn't come through until September and that's no good so I'm going to 
have to go borrow from somewhere. I have a sister who sometimes would 
give me a loan if she has it. So Tm going to have to borrow the €500 off her to 
get the kids back to school, and I'll give it back to her then when I get it. Tm 
borrowing all around like."
(Female, 40 years, Non-First Time Buyer, Prime Lender)

"I tell you, I have a few things going on under the table, you know unofficially. 
Tm getting expenses once a month, these are just paying for petrol and 
mobile phone and parking and I am probably making a few bob on it. And Tm 
getting a commission which is just going cash into my hand, that's relieving a 
lot of pressure."

Okay, but as you say all that is off the record as it were?

"Entirely, yeah, because Tm not even declaring it."
(Identity withheld)
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9.3 The impact of mortgage arrears on mental health, well being and household

relationships

As discussed in Chapter 2, the impact of mortgage arrears and actual home 

repossessions (including the experience of court proceedings and the risk of same) 

on the health and well being of households is generally negative. This is especially so 

for households which experience prolonged periods of over-indebtedness and which 

suffer extended periods of time attempting to manage their mortgage arrears 

position and trying to avoid the potential loss of their family home through court or 

voluntary repossession. Negative health and well-being outcomes relate to poor 

physical and mental health, particularly stress-related illnesses, anxiety and 

depression. The strain on relationships within families and among partners was 

discussed, while suicide ideation was not uncommon also. A number of panellists 

discussed these impacts on themselves and members of their household:

"It causes a lot of pain though to be honest. I have to live with this every day, 
it's not just, you know, 'it will blow over in two weeks time, you know'. That's 
not going to happen. Like into the bargain as well, if you want to really get 
down to the full thing like I have done the nervous breakdown. I've done all 
that too like, you know? Tm on medication as well for all that because of this.' 
[Mortgage arrears]
(Male, 37 years, Non-First Time Buyer, Sub-Prime Lender)

"My wife is on the verge of a nervous breakdown, she's crying herself to sleep 
every night, because there was no answer back from the BBS." [EBS Building 
Society, in relation to panellist's proposal to reduce monthly mortgage 
payments]
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"Yeah, well. I'll tell you, my wife suffers from depression, really bad 
depression...There's nobody now that we get any contact from other than my 
mother, who has helped us out financially. I've no chance of getting help of 
anybody else."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"My wife has gone quite ill because of all of this, and currently she's in 
hospital. She's not well, you know, because of the mental strain of it all."
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Right, ok, because of the stress?

"And that's quite tangible, you know."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

"There's always the financial strain and I'll tell you, it's putting an awful strain 
on my marriage too, you know? There's pressure there... If financial pressure 
was released it would be a big help, you know? There'd be more time for me 
and herself like, you know, to have a better relationship."
(Male, 37 years, Non-First Time Buyer, Sub-Prime Lender)

"Personally I know four guys in the immediate area that have been separated 
[family breakdown]. A lot of them turn to going out socially drinking with 
their friends. That is the worst thing you con do."

That is to try and escape is it?

"Yeah, even if you did take a drink on a Saturday night, I think for your own 
sake you are better off not to do it at all until you resolve your [debt] issues" 
(Male, 51 years. First Time Buyer, Prime Lender)

"I don't want Banks ringing me saying 'you are scum, you are this, and you 
are that' or the other in whatever polite terms and whatever letters. The 
letters that come out are]ust frightening. I want to do it [pay arrears] but I 
am the guy that people think can handle it; 'Oh you have some neck on you. 
You have a thick neck on you, this doesn't seem to bother you'. Well yes it 
does. You just don't get it. I know guys that have gone and jumped in the river, 
people I know personally. I have got close myself. Where do you go?"
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"I'm sure there have been people that have been so close to taking their own 
lives because of the situation they've been in and I know that from 
experience."
(Female, 27 years. First Time Buyer, Prime Lender)

Other homeowner panellists discussed how their impoverishment and mortgage- 

arrears position was affecting them by inducing feelings of negativity in terms of self- 

worth, low-self esteem and the feeling of guilt that can arise as a result of the stigma 

of debt and being in mortgage arrears. However, other respondents noted how
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personal resilience and fortitude alongside an acknowledgement of the right to 

social welfare entitlements helps activate coping mechanisms. Another discussed 

the feeling that somehow the financial system had cheated households who faced 

high price barriers to house-purchase and had borrowed heavily to overcome them.

"And I do try not to become bitter but it's very, very hard, you know? I feel 
guilty; Ireland's playing, I go down and buy two cans of beer and I feel guilty 
about it. I feel I shouldn't be doing that and I can't afford it and everything is 
guilt and that shouldn't necessarily be the case. I don't think that's beneficial 
to anyone, you know? Now I don't necessarily think it's just me either. I don't 
think it's like that my self-esteem is so low that I feel guilty about everything. I 
don't think it's like that at all, I just think, you know, you look at the news, in 
fact I don't look at the news anymore to be honest, it's just depressing. But 
other than that I'm very happy!" [Laughs]
(Male, 47 years, Non-First Time Buyer, Prime Lender)

"Yeah and we don't actually, we don't tell anyone really about the way we 
are. So we don't go outside the house for example, nobody actually realises 
what's happened [to usj"
(Male, 55 years. First Time Buyer, Prime Lender)

"I suppose the connection between the unemployment office and all of that 
was definitely the way to go. Take a proactive approach and encourage 
people [to apply] because some people find it embarrassing. I mean I wasn't. 
What I did I think was to plan ahead and not be embarrassed? It's not your 
fault that you lose your job and you're in a situation where, it's not that you 
don't want to work... it's tough for people."
(Female, 34 years. First Time Buyer, Prime Lender)

"So for me, you know. I'm happy to have a frugal lifestyle because I made that 
choice [to buy the house]. But on the other hand it makes me sick when I 
know that a house on my road is now selling for a quarter of the price or a 
third of the price. I feel that there was some swindle in, you know, artificially 
boosting house prices."
(Female, 41 years, Non-First Time Buyer, Prime Lender)
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9.4 The context of the mortgage arrears position of MABS homeowners

All panellists discussed their mortgage arrears position and its context in 

considerable detail. Context issues related to the extent of the household's 

secondary unsecured consumer debt and general cost of living expenses, especially 

with regard to utility payments. Panellists also noted the impact of negative equity 

and how it contributed to an inability to resolve their arrears position through the 

sale of their property. Only 15 households were able easily to provide details of the 

balance of their arrears position from memory and all noted how their arrears had 

continued to increase over the period since their previous interview. The remaining 

homeowners were unable to recall or be certain as to what the balance of their 

arrears outstanding was. Many attributed this to their prolonged experience of 

attempting to manage and resolve their arrears and how this had entailed 

consecutive, unsustainable mortgage arrears and repayment agreements which, in 

general, had been foisted on them by mortgage providers, rather than suggested 

and proposed by the households themselves. Households in mortgage arrears to 

subprime providers were significantly impacted by regular rescheduling of their debt 

repayments and demands. The circumstances of one panellist are noteworthy in this 

regard:

"When I started paying the mortgage it was €190,000 [principal balance 
outstanding], I have paid half the agreed [monthly] sum for the lost two and 
half years and it [arrears] has gone up €22,000 so far."

The arrears have gone up?

"The mortgage itself plus the arrears have gone up. I have been paying half. 
The mortgage has a high interest rate and is €1,200 a month for a house that 
is worth €500 a month. Then they [named subprime mortgage provider^] 

keep adding interest and making it higher, so I can never pay it back with 
them anyway."

start Mortgages
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Just to check, are you saying the arrears have risen?

"The arrears have gone up around €26,000 or so. When we started off first 
the arrears were €3,000.00, and that has risen. They keep adding on to that 
the whole time you see..."

Have you been involved with the Mortgage Arrears Resolution Process?

"We were trying but there was nothing working with them [subprime 
provider] you know. That is the thing with these mortgage companies... It is 
all about just money. You are not resolving any issue or anything like that. It is 
all money, money with them. I will tell you what it is like now. It is like going 
up a wet hill and slipping down all the time. That is the best way I can 
describe them to you."
(Male, 51 years, First Time Buyer, Prime Lender)

The issue of negative equity was identified by panellists as being significant in 

relation to their near-future options to sell in order resolve the balance and arrears 

outstanding on their mortgage. Many panellists noted the impossibility of being 

certain about the extent of negative equity given the uninterrupted decline in house 

prices from peak values in 2007 and the absence of any house sales locally against 

which to benchmark a nominal value for their own property. Despite the challenges 

of valuing property during a falling market, other panellists noted how they would 

remain with a serious shortfall between the capital value of their property and their 

outstanding mortgage and arrears balance if forced to sell. One respondent 

commented how they were minded not to continue to make mortgage repayments 

on a mortgage sum above the open market value of their house.

"I have completely negative equity. I would say you won't get €200,000. You 
wouldn't get close to the mortgage that we have."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"Does anybody know what a detached five-bedroom house is worth? Every 
area is going to vary on that one. I actually don't know. There are none near 
me that have sold. The housing is very slow. I am three miles from 
Roscommon town. Everything taken into account, I just don't know."
(Female, 64 years, Non-First Time Buyer, Prime Lender)
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"It is, yes [in negative equity] it is. Even if we were to give them back the keys 
and go homeless, we'd still have a debt."
(Male, 55 years, First Time Buyer, Prime Lender)

"Well, I know there was a house on my road that was on sole for €140,000.1 
paid €380,000, but I'm sure it's not going to go for €140,000. That other 
house had been on the market for a long time so it probably sold for less than 
that."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

"My house is worth about fifty percent less than it was four years ago. If you 
were to try and sell it...but you won't sell it because nobody is going to buy it." 
(Male, 51 years. First Time Buyer, Prime Lender)

"I won't be making any payments on that [negative equity sum]. It is going to 
be a fight that I will have to be prepared for, but I had to fight for twenty four 
months to even get any help with the mortgage, so I don't really mind". 
(Female, 33 years. First Time Buyer, Prime Lender)

Chapter 7 presented data that confirmed the extent to which the income of 

households had fallen as a result of a loss of employment or lower wages arising 

from the impact of the GFC and the property crash and banking crisis on Ireland's 

economy. Consequently, panellists noted the challenges they faced meeting daily 

living expenses and paying for utilities and other requirements, including the family 

car. Panellists noted commitments other than their mortgage that were now in 

arrears, including priority debts (most commonly unpaid utility bills and TV licenses) 

and secondary debts (such as outstanding credit union loans and credit card 

balances). Many panellists continued to rely heavily on expensive consumer credit 

provision in order to meet everyday expenses.

"I just can't keep up on bills."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

"There are worries. There's the fact that I have a TV licence since the 1^' 

January that I can't pay. That's quite worrying because that's the law." 
(Female, 33 years. First Time Buyer, Prime Lender)

"My biggest problem is Tm always behind in my electricity bill. I can never 
seem to get it up-to-date, you know? Tm always in arrears"
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(Male, 58 years, Non-First Time Buyer, Prime Lender)

"I just put €4,500 on the credit card as well. I'll be able to get a loan out of the 
credit union and get it paid off so like I'm in a way better financial situation 
like. I'm only paying my credit union every week and I'm not paying big 
interest that they [credit card companies] were charging. And the credit card 
companies don't want to help you."
(Male, 36 years. First Time Buyer, Prime Lender)

"MBNA [credit card company] is one that seems to be nailing us as far as 
interest is concerned. My partner had a credit card there about four years ago. 
She reached her limit of €3000. She was paying an average of €150 a month 
therefor a long time. We asked them to reduce the payments and they 
refused. She is still paying a €100 a month now. There is interest going on it 
the whole time. We still owe them the €3000."
(Male, 41 years. First Time Buyer, Sub-Prime Lender)

9.5 Exploring the cause of mortgage arrears among the longitudinal panellists

The explanation of the cause of mortgage arrears among the panellists and what had 

ensured their continuation and lack of effective resolution was discussed in depth at 

Interview 3. This discussion ranged across a number of causes, including structural 

causes related to the economic crisis and unemployment but also included aspects 

of panellists' experience of fmancialisation over the period in relation to reckless and 

predatory lending, the role of financial intermediaries and the absence of effective 

regulation. The use of housing equity as income to finance consumer expenditure 

and lifestyle via equity release, and the effects of this financial deepening were also 

discussed and considered. There was a convergence of opinions on certain matters 

between these homeowner panellists and those of the mortgage provider 

representatives (see Chapter 5) and these are noted below.

9.5.1 Cause 1: Precarious employment and the impact of the economic crisis

Panellists were invited to consider the cause of their mortgage arrears and the 

overall deterioration in their standard of living and quality of life. Many identified
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the impact that economic crisis had made on their employment, including self- 

employment as being the origination of the overall difficulties. As noted in Chapter 3, 

the sectoral change in Irish unemployment resulting from economic crisis was most 

acute among persons working either directly or indirectly in the construction 

industry and related sectors. Many panellists had previously been employed in these 

sectors. Another characteristic noted by panellists was how, even during the first 

and second Celtic Tiger eras, their employment and income had remained insecure 

and precarious and also that they had not been in a position easily to avail of training 

in new skills required for employment outside the construction sector, such as in the 

information and communication technology (ICT) areas. Also, panellists noted how 

Ireland's tight labour market during the early 2000s ensured that they could 

emphasise their experience and hard-working abilities over a lack of formal 

qualifications and skills in order to secure well-remunerated employment. This was 

now a distinct disadvantage as greater numbers of highly qualified people were now 

competing for considerably fewer job opportunities. Other panellists recounted how 

they had worked as self-employed professionals and had run their own businesses 

prior to the onset of the Irish economic crisis.

"I ran a company and when the crash started to happen I had 48 people 
working for me on different building sites, installing escalators. And we had to 
continue to try and get them to finish off the project we were on in order for 
them to be entitled to get paid and the builders stopped paying the interim 
payments of money that was due to us and that was what actually cut us off 
if you like. What I did personally was I borrowed a personal amount of money 
myself and put it into the company to try and Just fake it and get the jobs 
finished. But when the builders all went bang everything went into NAMA and 
that was a snowball effect, they basically didn't have to pay anybody."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"My husband was self-employed, he was a roofer. So he's only in the one area 
of trade really. I mean if we had a wider range of things we could do, I 
suppose maybe we wouldn't be as stuck."
(Female, 32 years. First Time Buyer, Prime Lender)

"I mean before this [economic crisis] happened I was always extremely 
entrepreneurial. I mean at one point we had €10,000 a month coming into
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the house so if we wanted something we just had to wait for a week or two 
and we had it. I mean we were just in a very bad industry. My husband was in 
building. I was working on the tender for the Dublin Metro. We were the first 
industry I guess to be hit hard by the recession. I noticed an awful lot of my 
friends with third level qualifications that went to college weren't hit as bad. 
We didn't get that far with our education. It hit different people differently. I 
mean we bought this house for stupid money and we're kind of paying the 
price now."
(Female, 33 years, First Time Buyer, Prime Lender)

"Yeah, basically at the moment I've had to go self-employed. I'm caught 
between a rock and a hard place insofar as that there's no work out therefor 
somebody of my skill sets. I've run my own business for 15 years now at this 
stage and with the economic downturn and everything that happened when 
the building business basically crashed, everybody was left basically 
unemployable."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"I would love to get retrained. I'm a carpenter by trade, but there is no point 
in going out to look for carpentry. I'd probably be as well off if I worked in 
Centra."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"At the point I was made redundant I had no qualifications in the role I had so 
when everybody started losing their jobs, it is an employer's market. So you 
are looking for a part-time accountant administration job and all of a sudden 
you need a degree and all kinds of weird and wonderful things."
(Female, 49 years. First Time Buyer, Local Authority mortgage)

"The reason Tm in this financial bind is I re-mortgaged for my business."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"I was a sole trader at the time and business was slowing down"
(Male, 47 years. First Time Buyer, Prime Lender)

"I have a small, a little printing business and I am being sued now for my rates. 
I have no way of paying it. I have no chance and that is it.... I am even trying 
with the Revenue."
(Male, 41 years, Non-First Time Buyer, Prime Lender)
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In addition to mortgage arrears, there were a number of specific consequences of 

the economic downturn for respondents who had experienced business failure and 

unemployment. These related to future work prospects, liability for business debt, 

on-going personal responsibility for loans taken on to try and keep the business 

afloat, relationship breakdown and even homelessness.

"Well I suppose when I was working for myself I did take out a loan for the 
business. Now it wasn't a major loan. It was only about €7,000 at the time 
and I kind of fell behind on that and it went to, well I kept in touch with the 
banks but that didn't matter. They just wanted the money back and that was 
the end of it. I was paying the repayments but what I was giving them they 
weren't happy with and that ended up going into court. We have it all sorted 
since. I know every penny counts, but for what they were doing, my court fee 
alone is close to €1,000."
(Male, 36 years. First Time Buyer, Prime Lender)

"I took a mortgage and I was working and I was going to be able to pay it and 
then all of a sudden everything just went down. Jobs went; places were 
closing and then the breakdown of my marriage. It started really with the 
unemployment."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

"I lost my job and through losing my job and I lost my home and I ended up 
homeless for nine months."
(Female, 27 years. First Time Buyer, Prime Lender)

9.5.2 Cause 2: Reckless, predatory and fraudulent lending practices

Reckless and predatory lending practices were considered as being at the root of 

current mortgage arrears problems for many panellists. While panellists freely 

admitted to demands they had made for higher value mortgage loans, many stated 

these demands were made simply to overcome the barrier of rising house prices at 

the time of their purchase. This was especially so among households who bought 

residential property during the 2000s house price 'bubble' period up to 2007. What 

is striking is how the insights provided by homeowner panellists on the subject of 

reckless lending and related matters of the absence of due diligence and easing of 

credit controls in mortgage lending and equity withdrawal echo, and indeed
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corroborate, those of the senior mortgage provider executives presented in Chapter 

5. The following illustrates the degree of convergence of experience and opinion 

between both sets of panellists on reckless lending:

"I moved house. At the time I was well able to pay for both of the houses but 
one wouldn't sell. It was just when it [housing market] crashed. I am sitting on 
two brand new mortgages that are personal mortgages. Because I got caught 
[by the house price crash] I have spent the last number of years in a lot of 
trouble. There is no way I could have known. I do know that the banks, when 
they were loaning me the money at 100 percent, would hove been in a much 
higher professional position to know what was coming than anyone on the 
ground. I think what they did, believe it or not, even though everyone said 
'you took the mortgage'... no, they were the financial guys saying 'Take a one 
hundred percent mortgage. Do this. You can add in an extra €20,000 for 
furniture. No problem'. And we went for it. I fully thought that I would able to 
sell the other house which would give me an extra €1700 or €1800 a month 
back but again. I do think we were miss-sold. But then again I might have 
been giving out if I wasn't able to get the mortgage." [Laughs]
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"If I had known the state of the Banks at the time I wouldn't have gone for it 
[house purchase]. \Ne were told that everything was great and borrow away. 
Most people went into the Banks and we were told if they wanted €10,000, 
they said 'Oh no, take €20,000. Everything is going great'. And now all of a 
sudden it is gone bang for everybody. They didn't let anybody know what was 
going on [house price bubble] which was a shame because we could hove all 
done things different."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

"I did re-mortgage when I came back from England. I got an extra loan of 
about €26,000. At the time I wanted to get a smaller loan actually. I actually 
suggested to the guy that I would take out a smaller loan. I said 'Oh we could 
just make it €15,000' but he said 'Oh you might as well go for €26,000'. 
Initially I put that down, but then when I was sitting there I thought 7 don't 
really need that amount'. I remember saying to the guy 'this housing thing is 
going to change anyway'. The fella couldn't believe I was saying that." 
(Female, 56 years. First Time Buyer, Prime Lender)

"I had a €180,000 mortgage on my house and my pub business was gone you 
might say. The turnover had halved. In the meantime my overdraft now was
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at €39,000. The bank then, ACC, remember I was 58 then when I was given all 
these things, 58 with a four year, eleven months lease on a pub. I don't know 
who is to blame for what, but if they [the mortgage provider] were as 
particular about dotting their i's and crossing their t's then I wouldn't be in 
the position I am in now."
(Female, 64 years, Non-First Time Buyer, Prime Lender)

Flowever, it is on the matter of the role of mortgage brokers acting as financial 

intermediaries for equity release and 'top-up' mortgages that a startling 

convergence of experience emerges between both the banking sector panellists (see 

Chapter 5) and the MABS homeowners interviewed in for a third time. Both 

identified the influence and role of mortgage brokers in the process of financial 

deepening that was underway among homeowners.

Flomeowners panellists noted the absence of due diligence and credit control 

exerted by mortgage providers, but also the manner in which subprime mortgage 

lenders were promoted by mortgage brokers as 'interim' mortgage providers for 

households who were advised that they had poor or bad credit ratings (owing to a 

previous arrears record or missed payments).

These households were also advised that a good payment record with a subprime 

lender would allow them return to a 'prime' mortgage provider in due course. 

Associated with this were broker's attempts to maximise the value of the principal 

for the mortgage being purchased, undoubtedly in order to increase the rate of 

commission returned to the broker. As the following insights from two selected 

cases demonstrate, this practice was both reckless and possibly fraudulent.
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Case 1

"The mortgage we got was €200,000. Our wages didn't even cover that; do you know what I 
mean ? And I know our wages didn't cover it, like, because Brendan was self-employed at the time 
and there was no way like our wages covered it. It's just the girl that got the mortgage for us kind 
of upped the money on us"

And was it a mortgage broker you went through?

"Yeah unfortunately it w/os. It was [name withheld] here in Waterford. We went to the 
Ombudsman over this"

Did you get a satisfactory response?

"No. When we went to get a remortgage we were with TSB, we were grand. There was no bother. 
So we went to get another 'top up' to build on an extension and she said 'Oh no, Brendan has an 
issue with a credit card'. He'd missed two payments or something and they said 'Look it's grand, 
we're not going to report you or anything' So we had said this to the broker and she turned 
around and said 'Oh no, no, no, that will go against you, I have this company now, they don't 
mind, you know, this or that' and she put us onto [subprime mortgage provider] at the time and 
said 'Oh, you can come back through the mainstream then in 12 months time' but things started 
to go bad then [unemployment and loss of income] and nobody would touch us then you see."

"But as it turned out, we went through all our records, and we didn't have bad credit rating. 5o 
we shouldn't have been put to [subprime mortgage provider]. We actually got the files from the 
credit bureau, whatever, you know the credit rating people?"

The Irish Credit Bureau?

"Yeah and they had not one mark against us! So that's why we went to the Ombudsman, fighting 
over that they didn't have a mark [against us]"

And is that broker still trading in Waterford?

"No they're not, they're gone. When they were there it was like 'No, no, she done everything 
right' and blah, blah, blah. Like she told us after two months they'd put us back on the 
mainstream and everything would be hunky dory like."

Yes, yes. As you say that didn't happen?

"No, no it didn't."

(Female, 40 years, Non-First Time Buyer, Prime Lender)

319
Chapter 9



Case 2

"\Ne decided we'd build an extension and we went to a mortgage broker and our mortgage was 

€1000 per month and that was including house insurance and we re-mortgaged to build on. So, 

we were put in touch with [name withheld] Mortgages and then they said they had put us 
through Bank of Scotland and that we'd a bad credit rating and they wouldn't give it to us and we 

had to go through a subprime lender to get the money. Now we didn't know much about sub- 
anything to do with mortgages to be quite honest with you."

"1/Ve were totally stupid. We thought by going through a mortgage broker we were doing the 

right thing, that they would fix up everything and there'd be no problems. But they came back 
and said there were €40,000 arrears! [Disputed by panellist] And we were looking for €110,000 I 

think, but anyway they came back and said 'They won't give it to you, your credit rating is bad so 

you have to go with [subprime lender]'. They said 'You can change [to a prime lender] after a few 
months if you want.' So I ]ust said 'Yeah, fair enough'."

"So they put it through and they said it was passed but then 'you can't go for the amount that 

you want, you have to go for €157,000.' And I said 'But we don't want that.' 'But you have to go 
for that because Tony was self-employed'. They said 'No, you can't get it [the mortgage] if you 

don't go for it' [the higher value]. So we ]ust went with it. We didn't realise our credit rating was 
good and it was all lies."

Is the mortgage broker who acted for you still in business?

"They're still in business, but if you contact them they'll tell you that there was a man who we 
were dealing with and he was just, what was he? 'He was only a broker working in their office, he 
wasn't working for them'. They're after disassociating themselves with him totally. They just 
don't want to hear about it..."

So you wouldn't have ended up with the subprime lender you have if you had not had 
misinformation from your broker?

"Well we wouldn't have had such a big amount and also when, you know when we started 

looking for the proof of earnings that was our original document, what they sent us, our earnings 
was after being changed from €40,000 to €60,000! You could actually see where the figures were 
changed."

Did the broker do this?

'Yes.

(Male, 55 years. First Time Buyer, Prime Lender)
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9.5.3 Cause 3: Lack of financial regulation and supervision

The lack of adequate financial regulation and supervision on financial intermediaries 

and mortgage providers was also identified as a significant contributor to the 

causation of the incidence and extent of mortgage arrears. One panellist summed up 

the overall position of those who identified the easing of credit controls and lending 

multiples and the failure of regulation as being central to the subsequent mortgage 

arrears crisis. Another noted the importance of independent information on who 

financial intermediaries are and what services they were registered to provide.

"Now in this country they were screaming at people to get on the property 
ladder and there were no controls put in place from the government to stop 
this behaviour [reckless lending], and estate agents and banks thrive on this. 
And nobody would put anything in place because people were stuffing their 
pockets as quick as they could. I know we had the financial regulator but that 
chap was asleep. House prices would have stayed low if banks were restricted 
to saying, 'Well, we can only lend you a hundred grand'. Houses that were only 
worth a hundred grand in the first place wouldn't have been selling for three 
hundred and fifty and five hundred thousand."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"Make sure subprime lenders know what they're doing so that we know too. At 
least now it's all publicised. When we were going there was no information. 
There was no publicity. There was nothing, so you didn't have a clue what you 
were getting into. I didn't know what a sub-prime lender was, it didn't mean 
anything to me."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

9.5.4. Cause 4: Over-borrowing and using housing equity as income for consumer 

expenditure and lifestyle choice

Panellists' views on the cause of their mortgage arrears also extended to a critical 

reflection or auto-critique of their own role as individuals and the decision-making 

they pursued as new entrants to homeownership and once incorporated as 

homeowners. This sentiment was notable among a number of panellists who 

considered themselves fully responsible for their own circumstances. It echoes 

research elsewhere by McCarthy (2010: 28) who analysed results of the Irish
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Financial Capability Survey conducted in late 2007 and early 2008^. McCarthy (2010: 

28) found that 'while demographic and economic variables are important 

determinants of who gets into financial difficulties, behavioural factors such as an 

individual's capacity for self-control, planning and patience also matter'. Others, 

however, tempered their self-critical opinion with comments on how their decision

making at the time was ill informed or badly influenced by financial intermediaries 

and actors. While many homeowner panellists expressed regret, and, in a minority of 

cases, some embarrassment and shame at the outcome of their decisions to enter 

homeownership or to release equity for use as income for consumption, others were 

clear that their actions were nothing extraordinary or exceptional and that they 

were not motivated by materialist concerns but more so by their pursuit of the ideal 

home.

"It's my fault that I borrowed as much as I did and it's my fault that I can't pay 
it. I don't blame anybody else for the situation I'm in except myself, and my 
own stupidity."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"Oh yeah. I know exactly what is it [cause of mortgage arrears]. I spent money I 
didn't have. There is no point beating around the bush. It was too many credit 
cards or whatever. It was the access to credit that was obviously the problem. 
There has to be a certain amount of personal responsibility that needs to be 
taken as well, you know? That is my opinion anyway. I should hove seen it 
coming. I am not an idiot."
(Male, 41 years. First Time Buyer, Prime Lender)

"Everybody is saying the banks are to blame for it [mortgage arrears]. It's the 
banks fault to a degree but you also have to consider how the consumer went 
for it."
(Male, 36 years. First Time Buyer, Prime Lender)

"Another thing I did, I remember once I put on about four, five thousand onto 
the mortgage to buy a car. That's something I wouldn't have done before, 
because at the time you see, the banks were giving the money that you get

Based on a similar survey conducted regularly since 2003 by the UK's Financial Services Authority, 
the Irish Financial Capability Survey was undertaken by the Irish Financial Regulator during late 2007 
and early 2008 to be nationally representative with a sample population size of 1,5209 respondents. 
For more see Keeney and O'Donnell (2009).
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blamed now for looking for and taking."
(Male, 40 years, Non-First Time Buyer, Prime Lender)

"Currently I'm in a house, its an interest-only mortgage and is going up. So I am 
in the worst possible scenario. I just wish I hadn't cocked it up. I just look back 
and regret. Yeah, I don't think I would have re-mortgaged the house when I 
bought it. A year ago it was just €199,000 and if I had kept on the original 
mortgage that I started with I would have nearly a third of it paid off now." 
(Male, 47 years. First Time Buyer, Prime Lender)

"In hindsight we over-extended, we took on too much. However, we didn't do 
anything that anybody else wasn't doing at the time and we didn't do anything 
that say the banks weren't Okaying. So we did it all, we did it all. We did what 
we thought at the time was right but, you know, in hindsight, Jesus that was 
madness."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

"I was just too eager to buy I think at the time. I was thinking it was going to go 
up and it was all crazy, crazy at the time."
(Female, 37 years. First Time Buyer, Local Authority mortgage)

"I took out a large mortgage on my own with a child and I take responsibility 
for that that. I have to pay it. On the other hand I feel that, you know, 
systematically the banks really gave out too much overall. I went to the bank 
looking for that money and would have pushed for that money and done x, y 
and z to get that money so that I could get the house. I'm glad the bank gave 
me the money in a way, however, what I do think is that the banks somewhere 
at a high level they did know that the property bubble was going to burst and 
that prices were inflated. So that's my only Issue with the bank. I don't have an 
issue with the person on the ground who signed off on the money because I 
was begging for it."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

"We are not excessive people. We are not materialistic people. We don't have 
big screen telly's. We don't have an excessive lifestyle. We never did. Our 
dream was to move to a nicer place. A place that was actually home for us. A 
place of our childhood, both of us. We followed the dream and it kind of 
exploded on us. But we are still there and we close the door every night and we 
just hope we can stay here."
(Female, 47 years, Non-First Time Buyer, Prime Lender)
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9.6 Homeowners' experience of mortgage arrears forbearance under the MARP

With the exception of homeowners who were now with subprime mortgage 

providers, panellists had extensive experience of their lender's mortgage arrears 

forbearance arrangements established under the MARP as regulated by the Irish 

Central Bank (see Chapter 3). Reflecting the national trend, the most common forms 

of mortgage restructuring relied upon by panellists were 'interest-only' payments 

and adjustments made to payments (see Table 3.25, Chapter 3). Far less common 

forms of restructuring were mortgage arrears capitalisation and payment moratoria. 

A minority of panellists (approximately one in three) noted how the MARP had 

introduced an improvement in the extent of support and understanding offered by 

the their lender and how forbearance arrangements were flexible and effective.

"They have been brilliant. We're with Permanent TSB. Every time I ring them 
they are so nice, so helpful. They're very understanding - and I will give it to 
them, they are very understanding... and they've always assured me that the 
chances of that [court possession proceeding] happening, once we stay in 
contact with them, it shouldn't happen."
(Female, 32 years. First Time Buyer, Prime Lender)

"They now take this very softly, softly approach with you. I went into see them, 
gave them the form, they chat away to you nicely. It's almost like they're 
counsellors now. Before that I had a horrendous time."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"They have been fine. Initially I think I took an option of interest only a couple 
of years ago for six months so I did that. I haven't had any direct contact from 
the mortgage provider for a while other than maybe the odd letter but it is in 
no way threatening or anything like that. It is simply just an information letter." 
(Male, 41 years. First Time Buyer, Prime Lender)

Flowever panellists also noted how their forbearance arrangements are short-term, 

temporary and subject to change at their lender's behest.
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"Yeah, they've been okay but now like they gave us kind of leeway, a lower 
payment, but they sent a letter now to say that has stopped and we have to go 
back up and organise another meeting and see what else is to be done." 
(Female, 49 years, First Time Buyer, Local Authority)

"I am grateful for their flexibility, but I found the banks to be very varied. I 
could talk to you another time and I could be telling you 'Oh my God they are 
wanting or they are having a tougher attitude'. Who knows with them? That is 
what I feel about the Banks. They could come up and they have big 
reassessment and suddenly you might have another letter saying you have to 
pay us more money."
(Female, 56 years. First Time Buyer, Prime Lender)

"KBC are my Bank. They have been very good. You have to go through the mill 
of your financial statement, which is always a bit depressing. The financial 
statements are tough but once I do that it seems the bank are okay. They know 
you can only give 'x' amount a week and a month. That is the way things are. I 
found support there. It used to be three months and I went 'Ah look, this is 
ridiculous because every time it comes around you do the same thing'. We had 
a candid conversation and I said 'Look, bear with us. Trust us'."
(Female, 47 years, Non-First Time Buyer, Prime Lender)

Nonetheless, a majority of panellists with experience of MARP forbearance 

arrangements were either dissatisfied in general or had experience of the MARP 

arrangements that they considered unacceptable and egregious. Among this group, 

issues of the imposition of unsustainable repayments and regular changes in 

approach and attitude by their mortgage provider were commonplace. So too were 

complaints about undue delay in decision making, strict and inflexible administration, 

the imposition of penalties and fines.

"They've [BBS Building Society] been horrible to be perfectly honest with you. 
They've been actually the worst to deal with you know. Td instigate every 
single conversation and I got a very nasty letter back from them telling me that 
I hadn't provided the information that they had requested, which is totally 
untrue."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"I am not actually paying my mortgage at the moment [can't pay due to 
inadequate income]. They are calling everyday. They have called to the house.
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They have met me on the street. They have done everything. I am constantly 
filling in forms saying how stuff is and ringing up. I have one that you hove to 
fill In your expenses and make a financial statement. It just goes around. Every 
three to six months they are looking for them [financial statements] again. 
Sometimes you don't bother your backside filling them in because you just say 
'well, sure they have the information. It hasn't changed'. I don't know what 
they expect. Believe it or not it is actually hell."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

Also noted was the pressure and strains on borrowers that arose from lenders' 

stated expectations relating to borrowers maintaining the discipline of repayments. 

Formal and informal warnings were issued on the future security of the family home 

if this discipline became unobserved.

"I have become very cynical yet I'm very alone. I can talk to an awful lot of 
peers of mine, friends of mine who would be in similar situations and they are 
getting the same crap. It's a very lonely place to be."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

“You are only living from six months to six months. I was told at six months they 
don't know if they are going to carry it [forbearance] on or not. You are living 
and every time the six months comes to an end you feel sick because you don't 
know what is going to happen and you know there is going to be more. It is 
kind of draining on you."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

"It's [changing] every three months, and they only get you settled In and the 
next thing they change and they send you all these letters again saying you 
could lose your house, instead of sending out what your mortgage [arrears] are, 
that's a mockery, you know?"
(Male, 41 years. First Time Buyer, Insurance Company)

"I had a period at the very beginning of the year when they sent me the 
financial statements to fill out. I'm working part-time. So they hit me with 
€1,700 a month and I was only paying them €800 a month which was agreed 
previously."
(Male, 47 years. First Time Buyer, Prime Lender)
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The imbalance of power between mortgage provider and distressed mortgage 

borrower and the failure of the MARP to effectively redress this imbalance (a theme 

running through a majority of third round interviews), was encapsulated by one 

respondent:

"The MARP? Who is in the power seat in that situation, when an individual 
goes into a bank? I think it's very much the bank. They know the figures and 
you can be damn sure they are calculating a repayment structure that's not 
going to involve any loss for them. I don't really think that's a fair situation. I do 
think an advocate would need to be In the middle of that like an independent 
arbitration type thing. I don't really think, you know, the little man is in a 
position to actually know he's getting a fair deal in front of a bonk manager." 
(Female, 41 years, Non-First Time Buyer, Prime Lender)

Panellists also expressed a preference for more established advanced forbearance 

options including agreeing 'split mortgage' options that led to reduced monthly 

repayments (see Chapter 3), or that provided a payment moratorium to ensure the 

household's housing security required to support their labour-market activation and 

participation.

"I'd rather stay with the house, stay with the mortgage and be allowed to get 
back on my feet, as the banks were. The banks were allowed keep in the 
markets and everything else, and they were able to do what they needed to 
do and they resumed their bonuses and everything else now, so. I'd like to be 
able to do the same. Yeah, and that would actually, that was the best 
sounding one where you shelve part of the mortgage for 20 years"
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"I would just love that; leave people for four years to do what we are doing. If 
they could just come to an agreement; that they could put a freeze on things. 
My arrears keep going up, shooting back up to €800 a month, which we don't 
have."
(Female, 49 years. First Time Buyer, Local Authority mortgage)

Notably, some panellists felt the introduction of an inter-generational mortgage 

option would allow resolution of their current circumstances.
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"What I've asked them to do is to give me a reduced mortgage payment that I 
can work on say for the next 24 months and then review it after 24 months. 
They won't do that. Other countries [Japan] have a trans-generation 
mortgage, you know where if the kids want the house they just pay off a little 
and you hand it on. That would sort out an awful lot of issues in Ireland I 
think."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"Have the mortgage on a lifetime basis and my family would then take it over 
at my demise and my wife's demise, do you know what I mean? That would 
be manageable."
(Male, 58 years, Non-First Time Buyer, Prime Lender)

Significantly, the issue of revenue returns made by mortgage providers on interest- 

bearing capital was noted as a likely obstacle to the availability of extended 

forbearance options. One panellist, commenting on the business strategy of Irish 

banks, noted how lending institutions were content to rely on revenue from 

extended forbearance arrangements over the period of housing market instability 

and decline in Ireland and that foreclosure and repossession would only arise when 

lender's became confident of achieving an increase capital value for housing sales.

"Years ago they could have stopped the interest. They [mortgage provider] 
could have frozen the interest and got people paying capital. That would have 
made a huge difference and they can do it. But they won't."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"Payments on reduced capital? That would be wonderful because it has taken 
so much interest [payments] over the years."
(Female, 56 years. First Time Buyer, Prime Lender)

"/ have a very interesting theory that instead of repossessing them the banks 
will try to get people to pay whatever they can afford right now for the next 
year or two and then, if and when house prices start picking up a bit, then 
they're just going to foreclose as there'll be more value for the bank should 
they take over the property in two years' time as compared to now."
(Male, 47 years. First Time Buyer, Prime Lender)
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Panellists who held mortgages with subprime providers had a qualitatively different, 

more negative and stressful experience of mortgage arrears management at the 

hands of their lender. This was despite homeowner's remaining committed to the 

discipline of making mortgage repayments and their declared intentions to seek to 

resolve their arrears position. The following quote illustrates this experience:

"Originally when we went to talk to them [subprime lender] they got 
defensive and started coming after us. There was letters coming in to beat the 
band. It wasn't kind of 'Oh yeah let's sit down and talk about this and see 
what we can do', it wasn't anything like that. It was 'Jesus we better get these 
guys, they're going to [default]', you know, that was the attitude. Which was 
kind of remarkable because everybody in the media was saying 'Oh you have 
to talk to them, you hove to talk to them'. Well anybody that we talked to, 
they literally had such a negative reaction and our life was hell afterwards."

"So, you listen to what advice you are given and you are thinking 'Tm acting 
on the advice Tm given' and your life becomes hell. Tm not saying it should 
have been easy because obviously you are in a situation, but certainly they 
are not sympathetic and they certainly did not try and help. In fact quite the 
opposite, like them charging [fees and penalties] and threatening [court 
possession]. It was incredible like and we are going through our reality and 
the news is saying 'Oh no you need to talk to them, they are the best in world'. 
Would you ever 'f**k off'."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

9.7 Homeowners' support for current Irish state policy on mortgage arrears and for

policy alternatives

Given their extended experience of mortgage arrears and being at risk of housing 

exclusion many panellists had formed substantial and, in some cases, highly critical 

opinions on the overall direction and effectiveness of Irish government policy and 

the Irish state's response to their situation. Many contrasted the manner in which 

the recapitalisation of the Irish banks remained the priority focus of government and 

argued that there was no real attempt to date to resolve the mortgage arrears crisis 

in Ireland, while also warning that the consequences could lead to social unrest:
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"I genuinely believe that we are the very, very bottom of the pecking order. 
Everybody else will be sorted first and the Irish people who are in real trouble 
are not going to be because they are just individuals. It's like the big thing is 
'don't touch it and it'll go away'. The reality is the government is standing off. 
They are not making any decisions. I don't think our politicians are actually up 
to it and I think that they are being told what to do in a lot of situations and 
they do it and as a result nothing really gets resolved. There's no genuine 
drive to say 'no, we are f**king sort this problem' and I think they could. I'm 
left to deal with the stress and strains and worry and, you know, trying to just 
get on with it. Tm very disillusioned, very, very disillusioned with the state, 
very disillusioned with Ireland. I see that there's an awful lot of corruption 
where I never really saw it before."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

"It's really sort of amazing. If you look at it in three tiers, like the average 
householder, the lending banks, the government and Europe. The government 
is in the toilet; they've had to be bailed out by Europe. The banks are in the 
toilet; they've had to be bailed out by the government. A lot of the 
householders are in trouble, but they are getting no relief."
(Male, 47 years. First Time Buyer, Prime Lender)

"I think the fellows in government are sitting on their hands. They are not 
doing anything about the mortgage arrears. They don't seem to be moving in 
any kind of direction. You cannot expect people to be tolerant when you are 
starving them, do you know what I mean? It causes a revolution if we don't 
deal with them things [mortgage arrears] but it [revolt] has yet to happen." 
(Male, 58 years, Non-First Time Buyer, Prime Lender)

Panellists also outlined their support to the pilot mortgage-to-rent scheme recently 

installed under the terms of the EC/ECB/IMF economic programme as a form of 

mortgage arrears resolution (see Chapter 3). While none professed to have had any 

information provided to them by their lender on the pilot scheme, upon explanation 

some panellists were initially cautious in their reaction, especially regarding issues 

related to the transfer of equity and final ownership of the property as well as 

pragmatic issues related to rent levels, housing maintenance and management and 

aspects of the relationship between landlord-tenant regarding behaviour and control. 

Panellist were decidedly opposed to the idea of their mortgage provider taking
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control of their property through a sale and leasing arrangement (an option under 

the current pilot):

"I think that suggestion would work for people in severe crisis who have 
hardly paid anything off their mortgage and are quite happy then to just 
release themselves of a huge debt. But I think in the main people don't really 
want to give up their home and rent their home and not have any ownership.
I have invested so much in getting this home and owning this home that it 
would be a terrible situation for me to have to kind of give it all up to, just 
spend my income on rent. I wouldn't like that at all."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

"What I would be terribly anxious about is a lot of my money is tied up in my 
house and what would be security of tenure on my demise? A scheme where I 
could be secure in thinking that I could rent bock and then that could be 
extended to my daughter. That would absolutely make such a difference in 
my outlook and everything."
(Female, 64 years, Non-First Time Buyer, Prime Lender)

"Now surely it would make sense for the likes of the government to take on 
my house and the money that they are paying anyway [mortgage interest 
supplement] is now rental and maybe in the future if my situation sorts itself 
out then I have an option to buy back or something. Effectively what that 
means then is I can breathe easy. It's [mortgage arrears] not a life-sentence. 
But to be honest the banks were hugely responsible for this shit we are in and 
to give them any responsibility for getting us out of it I think is just folly and I 
think it's a cop out by the government to be honest. To look to them [banks] 
to do something is I think just wrong. They please themselves, and it's just not 
going to work."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

A number of panellists were vociferous in their demands and support for an 

alternative approach to the resolution of the overall mortgage arrears and over

indebtedness problem and argued that it required a strategic shift towards debt 

settlement agreements based on a tenure-wide debt write-down. Panellists offered 

the social and economic advantages that would arise from such a policy shift as their 

rational, and also stated their determination to pursue debt write-downs.
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"I would feel strongly that there should be a level of debt forgiveness. I mean I 
think even from an aggregate economic point of view I think I'm sinking that 
€1,000 every month into the bank which otherwise I would spend in the 
economy. With people sinking money into mortgages there is no money to 
spend on goods so from a state point of view I feel that there is a win/win in 
debt forgiveness."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

"I suppose if they wrote off so much of the mortgage because the house isn't 
worth anything what is was bought for. The banks have let a lot of people off 
so I don't know why they won't let the householders off os well, people that 
are struggling."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

"If they restructured the loan and said 'Right we're going to take a loss of so 
much and restructure your loan and your mortgage, all clear you'll be €700 
per month', you know that kind of way?"
(Female, 40 years, Non-First Time Buyer, Prime Lender)

Others warned that in the absence of such an agreed approach, over-indebted 

homeowners in distress would begin to choose to abandon the discipline of their 

mortgage repayments in favour of default on the grounds of their combined 

repayments and arrears being financially unsustainable.

"The only thing that I will be doing when I get up on my feet is I'll be going in 
to negotiate those arrears. I'll be going in to negotiate on the price of the 
house now. If they don't like what they see well they can have the house back. 
The bank claim I owe them now over €450,000. That's not going to happen, 
they won't get €450,000 off me but I will go in and negotiate it down with 
them. They won't like that and they won't be open for that, well they are 
actually even open to that because people are going in and negotiating it 
down."
(Female, 33 years. First Time Buyer, Prime Lender)

"What's sustainable in terms of a repayment over time? Do you scrimp and 
save and scrimp and scrape in order to just pay the debt or do you take a 
situation where you say 'ok Tm not going to scrimp and save, Tm going to 
actually try to live a decent life but I won't be able to afford to pay that 
mortgage' so that mortgage then becomes unsustainable. The amount I am 
paying is unsustainable you know? Tm trying to do it but, like, does the state
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expect me to live on, you know, significantly less than a social welfare 
payment? I think what people who hove unsustainable mortgages should do 
is get together and insist on a level of debt write down."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

9.8 The experience and expectation of housing exclusion among homeowners and

their attitude to the loss of the family home

Data presented in Chapter 7 illustrated the extent of the risk of housing exclusion 

among the study population of homeowners using MABS services based on a 

measure of their housing stress and insecurity. A total of 38 households were found 

to be most-at-risk-of-housing exclusion (MARHE) having high housing stress and low 

housing security. The remaining households (n=81) were found to be less-at-risk-of- 

housing exclusion, however the majority of homeowners (n=89) stated they were 

concerned they would lose their family home as a result of their changed 

circumstances (with three others stating they were only slightly concerned). Of these 

households, 21 MARHE and 31 LARHE were subsequently interviewed a second time 

after a period of between nine and 12 months. At interview 2, it was found that two 

LARHE were no longer homeowners, both having sold their home under duress in an 

attempt to clear the balance outstanding on their mortgages and arrears. As a result, 

one household had entered emergency accommodation for homeless households 

for a period of nine months, before moving to independent living in the low-income 

private rental sector in Dublin. At interview 3, a total of 19 panellists discussed their 

expectations of exclusion due to the future loss of their family home. A majority fully 

expected to lose their family home in the near future (n=9), or were unable to say 

they wouldn't (n=5), while five were confident they wouldn't. Other panellists had 

direct experience of housing exclusion at this stage. The panellist who had direct 

experience of rooflessness and of being homeless provided the following insight on 

her experience:

"I would have been fairly naive and I wouldn't have been surrounded with 
drugs or anything like that. So it was hard for me to go in [to a hostel] and live 
with people, in such a close proximity of people like that. I would never look
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down upon people or anything like that, everyone has their reasons for being 
in the position that they're in. But at the same time, obviously, I'm not used to 
those surroundings. So all I say is just keep your head up, keep yourself to 
yourself and Just believe that it will happen and that eventually things will fall 
into place because they will. Don't fall apart, and stay as strong as you can 
and if you have good friends and family around you well then stick to them. 
Like for myself, probably what got me through it, I had really good friends and 
stuff that got me through. It was a struggle and I think when I was talking to 
you the last time I told you that I had really bad depression and I was on really 
high medication and stuff. I'm off that now..."

"I think as bad as it was for me I think when I saw families in that position and 
I was therefor Christmas like in the hostel homeless... I mean if I had kids and 
everything like that, I mean when you think about it like that you really realize, 
hang on a second, you've very little to be worrying about. If you had kids and 
they had to be dragged through an environment like that, I mean that's not a 
nice thing to see. You wouldn't want anybody going through that, you 
wouldn't wish it on your worst enemy."
(Female, 27 years, First Time Buyer, Prime Lender)

Another recounted how they had been legally compelled by their subprime 

mortgage provider to place their property for sale against their will. They were now 

renting elsewhere with state support.

"It was with Start Mortgages and we had no choice. We kept on as many 
payments as we could. I asked them to renegotiate, but it was no go with 
them."

What happened as a result of that? Was the house actually sold?

"No, the buyers backed out and the bank was left with the house. It is on the 
market this last two years, but there has been no offers on it. It is actually 
getting run down a tremendous amount now at this stage. It is crazy. I hear 
the neighbours down there are kicking up about the house not being 
maintained and it is looking a bit of a sight now at this stage. There was just 
no talking to them."
(Male, 41 years. First Time Buyer, Sub-Prime Lender)

Another panellist discussed the possibility of the loss of their home through court 

repossession proceedings that had been initiated by their mortgage provider.
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"This came last week; the letter to say that what we were paying was 
unsustainable. More or less they were telling us that they would be taking 
proceedings and to either sell the house or hand back the keys. So I rang 
[MABS advisor] and said 7 won't be doing any of those.' I said 'Look, Tm going 
to try and get back to work if I can and try and get back on track.' But she 
said what would probably happen next 'you'll probably get a final demand 
and then the legal proceedings'. I was thinking in my own mind 'well will we 
still keep sending off the €125 a week or will we buy a bit of shopping with 
that?' Because to me their mind was made up. But she did say to me if we 
keep paying the €125 a week that if it does go to court that the decision is not 
theirs. Now I always thought the decision was theirs but she said no, the 
decision will be up to the Judge..."

"I would be scared, very scared. If it were just the two of us Td probably throw 
in the towel now and say 'Look, there's the keys good luck.' But we've a 13 
year old."
(Male, 55 years, First Time Buyer, Prime Lender)

Some panellists were remarkably pragmatic considering the possibility of 

repossession and explained this as resulting from having accepted court possession 

proceedings as inevitable. Notably, among panellists who were clearly confident 

they wouldn't lose their home in the near future, there was a tendency to offer hope 

rather than a realistic expectation as the basis for their opinion.

"I am in no shadow of doubt that it [court repossession] is only a matter of 
time. The thing is, what is going to happen if I lose the family home? Where 
does the family go number one? I am not entitled to any social welfare 
because I am self-employed. And if they do take the house, what then? They 
sell it for €50 and then say I still owe them the €450,000? That is no way to 
go.
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"My expectation is that I won't lose my home. Tm optimistic."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

"No. I think something will resolve itself. I am hoping."
(Female, 64 years, Non-First Time Buyer, Prime Lender)

"No, I don't think it will, hopefully not."
(Female, 37 years. First Time Buyer, Local Authority)
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9.9 Subjectivity and attitudes on the experience of being incorporated as a

homeowner while at risk of housing exclusion

Chapter 1 considered how long-standing Irish housing and fiscal policy acts to 

constrain consumer options through the favouring of home ownership in public 

policy decisions, and how this creates a consumer preference for homeownership. 

Whereas Chapter 2 considered the incorporation of households as homeowners and, 

in particular within a suburban milieu, noted how this plays on central features of 

liberal subjectivity in market economies, namely issues of security and autonomy, 

that in turn are 'individualising', 'normalising' and 'disciplinary' (Grey, 1997). In 

addition, a 'responsible' homeowner is be distinguished from their 'opposite other' 

i.e. those 'irresponsible' and irrational individuals who spend 'dead money' on rent 

and fail to get a foot on the property ladder (Langley, 2006). In the current Irish 

context an additional 'opposite other' is the homeowner who engages in deliberate 

or strategic default, the so-called 'won't pay' (as opposed to the 'can't pay'). These 

perspectives (on their incorporation as homeowners while also experiencing the risk 

of housing exclusion) were discussed with panellists, many of whom displayed a 

significant attachment to the liberal subjectivity of being a homeowner in Ireland. As 

the following illustrates, panellists expressed a strong sentiment of the 

individualising impact of being homeowners.

"/ built this house with my own two hands, every bit of it. I dug the 
foundations. I built this entirely myself so the attachment is incredible. My son 
is photographed in the foundations, he went through every step of it, he put 
slates on the roof with me, his connection to the house is, he will not be able 
to understand it if we are not here."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"You have your own home and you are in your own place."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"It would be nice to own it sooner. I keep dreaming [laughs] but over my dead 
body will I lose the house. I will starve first. This is it for me."
(Female, 49 years. First Time Buyer, Local Authority)
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"I mean we've got a home; we'll never give it up. That's the thing, we do love 
our home."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"Oh Jesus, we'd never leave here at all. My mother-in-law lives next door and 
I still wouldn't leave!"
(Male, 36 years. First Time Buyer, Prime Lender)

"/ love the fact that I have my own home. Yeah, regardless of what kind of a 
house it is and what you do with it, to be able to go out and in your own front 
door, do you know what I mean? I wouldn't like to rent, do you know that 
kind of way?"
(Female, 32 years. First Time Buyer, Prime Lender)

Sentiments and opinions expressing the normalising effect of homeownership were 

particularly strong among panellists, and, somewhat remarkably, remained so 

despite their experiences of housing stress and insecurity, including for one panellist 

who had lost their home due to the decline in their income and economic 

circumstances.

"Everyone I know owned a home so I think that is thing that we all did. 
Everyone owned their own home. That was a thing that you did. You bought 
your home if you could. We always owned our own home."
(Female, 49 years, Non-First Time Buyer, Sub-Prime Lender)

"I think having your own home is brilliant. I would always view rent as just 
dead money, it's not a good way to be."
(Male, 43 years, Non-First Time Buyer, Prime Lender)

"I think the reason people do property ownership is because they don't really 
expect to be paying for a mortgage for the rest of their lives. They expect that 
in twenty or thirty years if they get it [buy in to homeownership] early enough 
that they will own the home eventually and they will pass on. That is what 
people believe in this country. That is what I believe, that this property would 
hold its price eventually over forty years and the kids can have it."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"We have invested in this and I don't mean Just financially. This is our home, 
it's my garden, you know what I mean, and Td like it to remain that way. You 
see for all my life, you buy property and the property went up [in value]. You
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know all my life it went up, it never went down. It mightn't have gone up 
rapidly but it always went up. So I was brought up on that from when I was 
young, you know? Irish people buy a house. It's your investment. So the crash 
was something that we hadn't really experienced here."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

"It [homeownership] would still be a desired goal I suppose. That was the 
price that had to be paid at the time to get a house. Of all the loans that I got 
that is one [a mortgage] that I still would get."
(Male, 41 years. First Time Buyer, Prime Lender)

"Yeah I mean that's exactly what I want to do. I mean Tm 28 this year and 
that is even a hard thing for me to get my head around. Tm 28 this year and I 
thought I would have another property by now and all that. Now when I 
bought my first property, I was just gone 21. So I really thought Td have 
another one, maybe two, at this stage and it just hasn't happened and it's 
frustrating in a way and, I suppose, to have had a house, and then to have 
lost it, and then especially to reach that age where I had a goal set for myself 
that by 28, or whatever, Td be at least on the road of getting another 
property again. And now Tm hitting that age and I haven't got any property 
because I don't own the current property that Tm in. Yeah, I mean I do want 
to get back on the property ladder."
(Female, 27 years. First Time Buyer, Prime Lender)

Sentiments and opinions expressing the disciplinary effect of homeownership were 

also notable among panellists, one of whom was prepared to continue to pay a very 

significant proportion of their income on housing and considered this to be an 

acceptable norm.

"The good news I suppose is that I am paying a mortgage."
(Female, 49 years. First Time Buyer, Local Authority mortgage)

"I would only take a mortgage out now if it was only to equate to fifty to sixty 
percent of my take home [income] and you were able to live off the rest 
because that's about the right equation."
(Male, 39 years, Non-First Time Buyer, Prime Lender)

"I am aware that I need to pay more." [On the mortgage and arrears]
(Female, 56 years. First Time Buyer, Prime Lender)
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"The main thing that cripples me is the mortgage and I know that has to be 
paid."
(Male, 34 years, First Time Buyer, Local Authority mortgage)

"I never went too far beyond my means even when things were good - but the 
mortgage and the credit card, you know, was my own fault Td say. I have to 
pay."
(Male, 40 years, Non-First Time Buyer, Prime Lender)

Others were determined to continue paying large proportions of their income, 

despite the impacts on their quality of life.

"We're struggling; we're getting €340 a week of which we're paying €125 to 
[subprime mortgage provider]. So we are struggling, we're actually, to be 
honest now, not being over-dramatic, but we are going hungry at times to try 
and keep paying."
(Male, 55 years. First Time Buyer, Prime Lender)

"Now the other creditors are under control and they are happy. Now don't 
get me wrong Td love to pay them off in the morning or whatever but the 
mortgage is killing me. That's the only thing that is crippling us is the 
mortgage to try and find that money."
(Female, 40 years, Non-First Time Buyer, Prime Lender)

"Well, if an odd piece of work comes up I take it and Tm very good at 
managing money and I end up sinking my money into the mortgage and then, 
you know, scraping by for other things so I live a frugal lifestyle really." 
(Female, 41 years, Non-First Time Buyer, Prime Lender)

Notwithstanding the above, the impact of the changes in their circumstances, 

declines in income and falling economic resilience, as well as their extended 

endurance of forbearance and the personal health costs of mortgage arrears, as well 

as the accompanying stress and strain on household relationship had combined to 

impact on the attitude and opinions of panellists towards their on-going 

incorporation as homeowners in Ireland. Many noted how they now regretted their 

decision to become homeowners and noted how they would prefer to rent.
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"/ don't want to stay in this house now. When I wake up in the morning in this 
house I absolutely hate it. The feelings I have attached with this house are 
absolutely nothing but bricks and mortar. It's been the most negative 
experience as much as I've learned from it. I don't like the house. I don't want 
to be here."
(Female, 33 years, First Time Buyer, Prime Lender)

"You know we lost everything by it all." [Becoming homeowners]
(Male, 55 years. First Time Buyer, Prime Lender)

"It's kind of I work, work, work, work, so that I can work more and give them 
everything I earn and, you know, it just seems like kind of well, Jesus why 
would I do that? Like that's going to put me in an early grave so where's the 
solution to that sort of a thing? I don't know. I have become very sceptical [of 
homeownership] to be honest."
(Male, 47 years, Non-First Time Buyer, Prime Lender)

Other panellists referred to the beginning of a change in attitudes away from home- 

ownership in Ireland as a result of people's experience of the housing market crash.

"The whole culture of housing is definitely worth looking into as well. We 
need to be more flexible around the whole business of property really. I think 
people need to get rid of that view that they should buy a house because they 
are at some stage in their life. They need to ask 'would I be better off 
investing the money? Do I save the money? Does it make financial sense?'." 
(Female, 27 years. First Time Buyer, Prime Lender)

"Unless you were a public servant or a teacher or one of the professions, I 
would advise anyone never, ever do [buy a house]. I am gone like the 
Germans now. I think 'rent'. I think that day will come in Ireland that you will 
get a long-term rent, not just a year or that. There will be deals for fifty years 
or ninety-nine again with being able to pass on. I do think that will come in as 
well."
(Female, 64 years, Non-First Time Buyer, Prime Lender)

"It Is cultural. We are a nation of people obsessed with owning your own 
home. I don't know. I am Just happy to shift my mindset. I have to say when 
this sort of stuff happens and other people's stories touch you or other things 
happen and very serious things. People have been driven to very serious acts. 
There have been a lot of suicides. It Just makes you think. The most important

340
Chapter 9



thing for me every day is to get up and breathe and to be able to have a 
conversation with somebody. Yes I would love to stay where I am. Somebody 
else owns It? Maybe I am okay about that."
(Female, 47 years, Non-First Time Buyer, Prime Lender)

"Have I changed my view of owner occupation? I can see a lot of people 
renting from here on forwards so that they're not tied down to something like 
that [a mortgaged property in negative equity] again to be honest. It's a huge 
burden to be owing a lot of money and knowing you are going to be paying it 
for a certain length of time and your house could be worth half of it or a 
quarter of it or whatever. It's crazy."
(Female, 34 years. First Time Buyer, Prime Lender)

"And maybe that, you know, there's nothing wrong with renting."
(Female, 41 years, Non-First Time Buyer, Prime Lender)

Some panellists were clear that they would advise others to avoid entering 

homeownership in Ireland at present, if at all, and were highly antagonistic towards 

the mortgage finance industry.

"Don't ever buy a house. Don't ever get a mortgage."
(Male, 34 years. First Time Buyer, Local Authority mortgage)

"I would absolutely tell them [future prospective entrants to homeownership] 
I don't think anyone should have a mortgage in this country. If anything goes 
wrong they will be bullied outright."
(Male, 41 years, Non-First Time Buyer, Prime Lender)

"I]ust would not want a mortgage again, I wouldn't want to buy a house 
again. Unless I had cash in my hand and I could pay it and be done, I would 
never want to carry a mortgage again. The pressure is ]ust, it's too much. Too 
many sleepless nights."
(Male, 55 years. First Time Buyer, Prime Lender)

"Well put it this way, if I lost this house Td never buy another one. Td never 
get another mortgage. Td never go that way again, that's one thing I've 
learned. I went in blindfolded. We both went in blindfolded. We didn't have a 
clue anything about mortgages or anything when we bought this house. We 
didn't have one clue about what we were buying or what we weren't." 
(Female, 40 years, Non-First Time Buyer, Prime Lender)
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"I wouldn't buy yet because they [house prices] haven't bottomed out. The 
housing has gone down 20% there even last week. Wait for things to really 
bottom out over the next six to eight months and then at that point Td 
consider going into [the market]. But I don't know, I mean, an awful lot of my 
friends are Eastern European and you know they all rent their places. I have 
Spanish friends, we used to have Spanish students, and any time we went 
back out to them they were all in rented accommodation."
(Female, 47 years, Non-First Time Buyer, Prime Lender)

"I don't think that is true at all [house price stabilisation]. You go out there 
and you see them auctioning off estates of houses in Carlow, some finished, 
some not finished, you know, 58 houses or whatever with options to finish 
more and put roads in and all this kind of stuff. If they are selling stuff in 
auctions like that, definitely houses are worth nothing."
(Male, 51 years. First Time Buyer, Prime Lender)

Some panellists were actively considering exiting homeownership, as they said, 'on 

their own terms' through acts of abandonment and voluntary surrender (commonly 

referred to as handing back, or posting back, the house-keys to the mortgage 

provider). This is despite their knowledge of the fact that currently under Irish law 

they would remain legally liable for the mortgage debt.

One panellist noted how the option to emigrate would resolve this issue, while 

another noted that without a debt settlement or write-down there was no other 

realistic option other than abandonment.

"/ have actually thought about handing the keys and walking away."
(Female, 32 years. First Time Buyer, Prime Lender)

"Like I said it to the bank [about potentially handing back the house-keys], and 
of course this is when we got into a bit of an 'argy bargy'. Tm an American and 
I've an Irish passport os well but for some godforsaken reason my wife doesn't 
A/ant to move to America. I would move tomorrow and I would throw the keys 
in the letterbox at KBC and say 'Good luck'. And my wife says 'You'd never be 
able to come back.' I say 'Look the credit rating's screwed anyhow, we're never 
going to be able to go back to the bank looking for money.' So, she just doesn't 
want to move but there'll be so many people in my situation and if they could 
move to Australia, Canada or America, they just will."
(Male, 47 years. First Time Buyer, Prime Lender)
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"I would be better off renting a house. That is another option that I would have 
to consider definitely in the next few months, if this [mortgage arrears] doesn't 
come to a resolution, is to walk and just rent. The thing is if nothing happens by 
the end of July regarding mortgage resolution or anything like that, I would be 
quite willing to give the house up then. The way I consider it is, it is not going to 
go anywhere and nothing is going to happen and I can't afford to pay off the 
house. So I am better off to leave it and walk. For peace of mind and everything 
else. I would rather let them have It and let them sell it for whatever they like. 
Let them take me to Court because they will get nothing anyway."
(Male, 51 years, First Time Buyer, Prime Lender)

Lastly, while still concerned for their future housing security, and despite the large 

and growing cost to their material, physical and mental well-being, many panellists 

also expressed a singular and somewhat militant opposition to the notion that they 

would become victim to an actual eviction arising from a court repossession. Others 

were clear that any future change from extended forbearance to foreclosure for the 

many thousands of households who are experiencing mortgage arrears in Ireland 

would foreshadow a significant social and political reaction.

"You can only keep people down for so long before they will stand back up. I 
mean it isn't rocket science and Tm incredibly surprised for the fact that they 
[government] haven't done anything about the housing yet or the fact that 
they don't see how dangerous that could actually get."
(Female, 33 years. First Time Buyer, Prime Lender)

"The only reason I think they haven't kicked me out - and I've been in this 
situation since 2008 - is because Tm a little bit too mouthy for them. I might 
cause a little bit too much trouble on them and I don't think they want that. 
They don't want people like me; they want people who are embarrassed. Tm 
not embarrassed. I actually don't give a shite. If they actually went to try and 
take the house I would cause trouble so they don't want people like me, but I 
think people like me now are starting to come up and I hope that they are." 
(Female, 47 years, Non-First Time Buyer, Prime Lender)

"I would fight to the end to stop this house from being taken off us. Whatever 
we have to do."
(Male, 43 years, Non-First Time Buyer, Prime Lender)
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"I'm not moving for anybody, I'm staying where I am. I have too much sweat 
put in around this place to give it to anybody, you know. If I was forced to 
walk out I will just leave my heap of ashes. I will f**king burn it like. And 
that's all they'll get and I don't give a goddamn what they do to me."
(Male, 58 years, Non-First Time Buyer, Prime Lender)
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Chapter 10

Irish Homeownership and the Global Financial Crisis of Urbanisation.

10.1 Introduction

Six years since the initial subprime mortgage market crisis in the USA that spawned 

the disruption of the global financial crisis, the great credit contraction and the great 

recession, what has been revealed in Ireland is how the processes of financialisation 

transformed the nature of the Irish housing system and, with it, ensured a path- 

amplification of neoliberalism within Irish political economy, both prior to Ireland's 

economic crash in 2008 and subsequently. Indeed, in the post-crash crisis period this 

path amplification continues apace and contains no small amount of 'shock therapy' 

as administered via the austerity programme of the Irish state under the terms of 

the economic programme agreed with the EU/ECB/IMF 'troika' as a condition of the 

official funding (or bailout) agreed for Ireland in November 2010.

With reference to the data, context and theorisation presented in this thesis, this 

chapter seeks to address the following key question of why the financialisation of 

Irish housing proceeded without any significant interruption from the 1990s across 

both eras of the Celtic Tiger economy and, subsequent to the onset of Ireland's 

crisis, what comprises its legacy in terms of the results of the financial deepening of 

Irish homeowners and the emergence of a crisis of financial sustainability among 

growing numbers of homeowners with distressed and restructured mortgages who 

face an indeterminate period of debt-disciplining, peonage and likely pauperisation 

alongside an increasing risk of housing exclusion and economically-induced 

homelessness?

A number of themes are developed here that can help address this complex 

question. They relate to the following:

• The role of the Irish state in enabling the financialisation of Irish housing;
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• The consequences of financialisation for over-indebted, unemployed and 

precariously employed homeowners with distressed mortgages;

• The impact of the crisis of homeownership on the Irish housing system and 

on housing exclusion in Ireland; and,

• The future for homeownership under the crisis policy nexus of the Irish state 

and the EU/EC/IMF 'troika'.

After considering each of these themes, the chapter then seeks to surmise them as 

supporting this thesis's analytical conclusion that the crisis of Irish homeownership in 

2013, and the experience of homeowner households in crisis, can be understood as 

constituting the end of an era of sustained cross-generational access to 

homeownership in Ireland. Furthermore, it seeks to asses whether the Irish state's 

response to the mortgage arrears crisis is simply the end of the beginning of a new 

phase in Ireland's omn;-crisis, namely the expulsion of households from 

homeownership under a more fully-installed regime of accumulation by 

dispossession which is accompanying the continuing global financial crisis of 

urbanisation in the early decades of the 21^* Century.

10.2 The role of the state: enabling, empowering and authorising the neoliberal

financialisation of Irish homeownership.

Throughout the period of both eras of the Celtic Tiger economy, the Irish state has 

played an active role in facilitating private property ownership, particularly in 

relation to housing. As discussed in Chapter 1, the Irish state's support for 

homeownership originated with the foundation of the state itself and was notable 

for its longevity and scale. In addition to being prioritised over other housing tenures 

within Irish housing policy, the Irish state's promotion of homeownership has 

comprised significant fiscal and taxation support for the production and 

consumption of private housing via property-based tax incentives and subsidies and 

reliefs to homeowners. Consequently, and despite the rhetorical positioning of 

homeownership in consecutive housing-policy narratives as the 'natural' desired 

choice of housing tenure for all households, the actual determination of private
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housing under Irish housing and fiscal policy is as a marketised (i.e. a financialised) 

commodity and a source of capital accumulation, more so than any other attribute 

such as its being a dwelling place and a home set within a space of local community 

and identity.

As discussed in Chapter 2, the space which housing occupies in advanced economies 

is one of tension, and private housing, in particular, is indeed a commodity in tension 

that has become the terrain for social antagonism between the interests of capital, 

the state and civil society. As discussed in Chapter 3, this is exemplified by the 

restructuring of the Irish housing and mortgage market under the processes of 

financialisation that began during the first era of the Celtic Tiger in the 1990s and 

which accelerated during the Celtic Tiger's second era in the 2000s as credit controls 

were liberalised, eased and effectively abandoned under a regime of 'light-touch' 

banking supervision and regulation in Ireland.

The first era of the Celtic Tiger succeeded in establishing an urban-growth model 

that resulted in increased land use for urbanisation and was characterised by a rapid 

increase in the production of both fixed capital (e.g. motorways and transport 

networks, commercial and retail space etc.) and consumption fund (e.g. housing) 

elements of the built environment under a Zeitgeist of 'sound economic 

fundamentals' that could only envisage a 'soft landing' for the unsustainable annual 

rates of asset-price inflation underway from the late 1990s. However, the patterns of 

financial investment that comprise the second era of the Celtic Tiger were 

established through the regulatory and fiscal decision-making functions of 

consecutive Irish governments.

As noted in Chapter 2, during the late 1990s the housing markets of many western 

economies operated as a type of 'grand economic stabiliser' to the impact of the 

debt crises of SE Asia and Russia as the international credit system mediated capital 

flows back to the 'safe havens' of the EU and USA. Subsequently, the US-led 

expansion of the global credit cycle meant that capital switching was underway prior 

to Ireland's adoption of the Euro. Capital switching in Ireland had already become
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evident with rapid price inflation for land and built-environment assets, especially 

housing. However, its dominant position within Ireland's urban growth model and its 

manifestation as the financialisaton of Irish housing and resulting deepening 

financial commitments of homeowners would require the active and enabling 

intervention by the Irish state that occurred, in particular, during the 2000s.

Together these outcomes are taken here to represent a clear example of 'actually 

existing neoliberalism'.

Within the context of the adoption of the monetary regime of the Euro area from 

2000 onwards, Ireland's credit cycle became transformed under a global regime of 

capital switching that rapidly transferred idle capital from the core Euro area 

economies to its periphery (e.g. Portugal, Ireland, Spain, Greece, Cyprus). In parallel, 

Irish government fiscal policy became deliberately framed as 'pro-cyclical' in order to 

capture an increased share of capital flow into the country and return Irish economic 

growth rates to the annual levels achieved prior to their interruption by the 

downturn in EDI flows which accompanied the period immediately after the 

dot.com, tech-sector stock market collapse in 2000.

As illustrated in Chapter 3, the dominant path of this capital flow was not, however, 

into a primary circuit of production such as manufacturing and industry but into the 

complex composite of the built environment required for production and for 

consumption. In other words, enabling capital switching into Ireland's secondary 

circuit for capital accumulation was a deliberate and strategic decision of the Irish 

state under consecutive governments from the late 1990s onwards. It was enabled 

in order to ensure that the established macroeconomic relationship between house 

price inflation and consumer expenditure would deliver an ever-greater contribution 

to the economic cycle. As noted in Chapter 3, this capital-switching cycle into Ireland 

occurred over the equivalent periodic range as the overall ED credit bubble that 

peaked during the mid-2000s before declining dramatically from 2008 under the 

global financial crisis (GFC) and great credit contraction.
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The rationale for this economic strategy was both straightforward and compelling 

for the class interests that benefited most from the urban growth model (e.g. 

landowners, developers, financiers and their agents and intermediaries). Adjusting 

the course of Ireland's economic development from the manufacturing export-based 

economy of the 1990s towards a debt-financed, consumption-focused economy 

would ensure greater capital flows into Ireland in the form of credit under its many 

guises (e.g. unsecured consumer credit and secured mortgage finance) while, 

temporarily at least, finding productive uses for the rapidly accumulating capital 

awash in the new Euro area. In the course of this capital switching, two outcomes 

would become secured. Transaction taxes on the consumption of the built 

environment (i.e. capital gains tax and stamp duties on land and housing) would 

ensure buoyancy in the national exchequer sufficient to continue to incentivise 

property investment and maintain social expenditure^.

Secondly, however, this strategy would help to deliver the interests of finance to the 

ascendency of Irish political economy, produce a typically neoliberal 'redistributive' 

growth capable of enriching capital at the expense of working-class living standards 

and ensure the somewhat circumscribed neoliberal political economy that had, thus 

far, been the distinguishing feature of Ireland's neo-corporatist social partnership 

agreements, would be overcome and abandoned in favour of more 'actually existing 

neoliberalism' as advanced by Brenner and Theodore (2002).

A core element of this strategy that accompanied the US-led global liberalisation of 

credit was Ireland's accommodative state policy regime towards the establishment 

of 'other financial intermediaries' (OFIs) in the growing shadow banking system 

which became embedded in the Irish financial services sector located in Dublin. As

^ As noted earlier this 'booming' part of tax revenue would turn out to be a transitional phenomenon. 
At the height of the boom, indirect, cyclical property taxes - stamp duty, capital gains tax and VAT - 
were contributing 17 percent of the total Irish tax intake, up from 5 percent in 1998. Prior to the 
housing market crash, in 2006 revenues from stamp duty on all property transactions were c. €2.98 
billion (up from €387m in 1998) while there were c. €3.2 billion in property-related VAT receipts. 
Residential stamp duty in 2006 was €1.3bn on 52,901 transactions. Two years after the crash, by 2010 
the residential stamp duty take was less than €100m, a fall of 92 percent from the peak (Source: 
Kitchin, R. (2010) Ireland after NAMA blog post. See 
http://irelandafternama.wordpress.com/?s=transaction+taxes)
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Euro-area banks became increasingly reliant on short-term funding from the OFIs in 

the financial sector, Ireland's (and particularly Dublin's) role in driving the dynamics 

of the Euro area credit boom became foremost among EL) financial centres. As a 

result, Dublin's IFSC became the milieu through which huge financial flows of RMBS 

derivatives moved into, and out of, offshore tax havens as they were used as 

collateral in ECB-refinancing operations. The influence of this shadow-banking sector 

on Ireland's domestic, regulated banks was powerful and led to intensive 

competition to provide credit finance for property production, exchange and 

consumption and none more so than into the urban domain of the residential built 

environment that anchored the trading of RMBS.

Importantly, in parallel to Ireland's so-called 'facilitative business environment' of 

low corporation taxation and 'light touch' banking and financial regulation, other 

significant state interventions occurred in the form of the 'roll-back' of regulatory 

controls across a number of planning, zoning and construction systems related to the 

actual location, production and supply of housing stock and as well as its purchase, 

exchange and consumption. The net results were rapid urban sprawl accompanied 

by negligent building construction methods that have rendered many new 

developments extremely problematic to live in due to their standard of finish, poor 

overall design and layout and high maintenance costs. In addition to the large 

number of unfinished and empty housing estates (see Kitchen, et al 2010; 

Department of Environment, Community and Local Government, 2011a; 2011b; 

2012), light-touch regulation and self-certification in the housing construction sector 

produced a legacy of seriously unfit buildings that are increasingly uninhabitable, 

due, for example, to the extensive incidence of pyrite contamination in the hard

core material used as the foundation for the ground floors of dwellings in housing
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estates , or failure to confirm to bye-law regulations reflected in the absence of 

adequate fire safety in large-scale apartment and duplex developments^.

Of equal influence however has been the Irish state's 'roll-out' of neoliberal policy 

interventions in the Irish housing system. These include explicit interventions aimed 

at extending privatisation, such as the extension in 2009 of tenant-purchase 

schemes to large-scale flat complexes under a new incremental-purchase scheme. 

Other policy interventions, such as the provision of so-called 'affordable housing' for 

households who could not access homeownership via the open market, originated in 

the social partnership process and supported greater incorporation to 

homeownership by providing below-market, so-called 'affordable housing' provision 

for households who could not access homeownership via the open market.

The uninterrupted rise in house prices ensured a massive transfer of wealth from 

labour to capital over the period. This transfer benefitted individual landowners who 

reaped windfall gains under the rapid urban sprawl that resulted from the overspill 

of demand for private housing that would emerge from growing centres of urban 

employment and development during the first era of the Celtic Tiger in particular. 

However, during the second era of the Celtic Tiger, the land assembly and land

banking strategies of large-scale commercial developers, their agents and 

consultancies took the hindmost of these windfall profits while industrial capital (i.e. 

the construction sector) also benefitted hugely. Nonetheless, it was financial capital 

(e.g. the providers of development and mortgage finance) that ultimately reaped the 

greatest rewards of the ponz/-style, Irish house price bubble of 2000s. The influence 

of financial capital was so all embracing that, by and large, it ensured house price

2 In July 2012, the Irish government set up a helpline for households whose dwellings were impacted 
by pyrite contamination in the hard-core material used in the foundations housing developments. The 
only recognised method of remediation of homes damaged by pyrite is the removal and replacement 
of the affected hard-core. This requires major intervention with the typical cost for an average house 
estimated at up to €45,000.
^ The most high-profile example (to date) is the Priory Hall apartment development in Dublin where 
256 residents, mostly homeowners, were evacuated under court order over fire safety concerns in 
October 2011. 5ince then the development has remained vacant while court proceedings on liabilities 
for an estimated repair bill of €7.3 million continue. As of March 2013, no resolution has been 
achieved.
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inflation not only remained unchecked, but also was amplified by neoliberal fiscal 

policy measures during both eras of the Celtic Tiger.

As a substitute for any attempt to tax the capital gains of housing purchase in order 

to moderate inflation, policy interventions aimed at creating an intermediate 

housing market for homeownership through the provision of 'affordable housing' 

supply (NESC, 2004) The provision of 'affordable housing' originates in the early 

1980s in the USA under Reaganite housing policy and is associated with the 

implementation of neoliberal policy approaches to the US housing market from the 

early 1980s that produced a retreat from public housing programmes for low- 

income and poor households (US President's Commission on Housing, 1982; Low 

Income Housing Information Service (LIHI), 1982; Colton, 1983; Hartman, 1986). As 

in the US, the policy focus in Ireland shifted to the house-purchase affordability 

challenges that were moving up the income distribution curve due to house price 

inflation. As discussed in Chapters 2 and 4, in Ireland's case affordable housing 

provision did not embrace a sophisticated understanding of housing affordability 

capable of usefully describing the range of affordability issues related to income 

inadequacy and household type, housing costs, residential geography and the inter

tenure relationships between owner occupation, private renting and social housing. 

Instead, the liberalisation of credit in Ireland developed a symbiotic relationship 

between changes in credit standards for income multiples and ratio approaches to 

the measurement of housing affordability and the increased supply of cheaper 

credit. This ensured an increase in the market affordability of private housing despite 

the significant deposit gap that existed between income and prices. The net effect 

was to secure Irish state policy's understanding of housing affordability as a short

term, asset-price issue that required a focus on overcoming the barrier to entry to 

homeownership, due to house price inflation, but without any regulatory 

intervention that could interrupt the overall financialisation of housing'^.

Ireland is not unique in this. For example, in the American context, Linneman and Megbolugbe 
(1992: 388) argue along similar lines that there are two affordability problems, one of which is more 
'real' than the other: 'Housing affordability is partly a real issue and partly an issue manufactured by 
middle-class and affluent young adults with ever growing expectations. Down payment constraints 
are binding for many younger lower- and middle-income households who find themselves postponing
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Therefore, despite the introduction of planning gain legislation under Part V of the 

Planning and Development Act, 2000 that sought a social return on housing 

developments over a certain size in the form of a land parcel sufficient to develop up 

to a 20 percent allocation of the overall number of the housing units under 

construction for use as 'social and affordable' housing provision, the outcome was to 

focus policy away from social and low-income housing need towards financially- 

assisted housing for middle-income households which had been 'priced out' of the 

booming market. Such interventions became quickly captured by Irish 'common- 

sense' neoliberalism and were used to support its path amplification through the 

formation of a what was, in effect, a state-regulated subprime housing market that 

would later become fully fmancialised under subsequent regulatory changes during 

2005 that freed eligible households from the restriction of only raising mortgage 

finance directly from local government and instead allowed them additionally to 

raise mortgage capital from prime (and subprime) market lenders. As the case 

studies of households' experiences presented in this study have shown (Chapters 7,

8 and 9 in particular), this would spur another wave of mortgage switching and 

equity release from among local-authority mortgage holders as they became fully 

incorporated into the financialisation of homeownership during the period.

The nature, extent and experience of mortgage distress and impairment among 

households which were formerly 'customers' of the Irish state via local-government 

mortgage loans for Part V 'affordable' housing and among those who remain local- 

authority mortgage holders under the Shared Ownership scheme and other 

affordable housing initiatives is unknown. It represents an area of enquiry for future 

research that is overdue given the implications for the current debt position of the 

Irish state and local authorities in particular.

As discussed throughout this thesis, the severity of Ireland's housing crash has cast a 

long shadow. It has also forced a change of some significance in Irish housing policy's

home ownership... Housing affordability for low-income families remains primarily a problem of 
income inadequacy'.
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approach to homeownership. From June 2011, a new era has been ushered in which 

aims to rebalance the treatment of Irish housing tenures towards a 'tenure neutral' 

position between homeownership and rental. All affordable housing schemes have 

been suspended as the shift away from capital provision for social-housing 

construction to a revenue-based subsidy for the long-term leasing of dwellings gets 

underway in an attempt to bring vacant properties into use for social lettings. Since 

its introduction in 2009, the reliance of the Irish state on long-term leasing 

arrangements to meet social housing need, and the abandonment of direct provision 

via local authority and approved housing bodies' construction of fit-for-purpose 

housing stock of architectural merit, represents a further redistributive return to the 

owners of private property. In effect, this shift means that despite the continued 

decline in open market values for Irish residential property, the state is purchasing 

the use value of vacant and surplus housing stock, of unproven quality, via a long

term subvention to the property owner's revenue yield while obviating the 

opportunity to purchase this stock outright at a significant discount and return it to 

full social use and ownership.

Despite this intervention, the impact of the economic crisis and the credit 

contraction in Ireland has made both the valuation of long-term leasing 

arrangements for social housing provision and their financing highly problematic. So 

much so that, two years after the introduction of the leasing arrangements, no 

private housing stock had been brought into use other than 1,546 unsold affordable 

housing units that, due to the speed and scale of the house price crash, were priced 

above open market values in 2009. Without any hint of irony in either the 

development or implementation of leasing arrangements, the 'common-sense' 

neoliberalism of Irish housing policy has enabled these properties to be bought from 

local authorities by approved housing bodies using a combination of a (albeit 

reduced) capital grant from central government and private mortgage finance so 

that these properties, once offered for sale as affordable housing by local 

authorities, are subsequently being leased back to local authorities for social housing 

provision. Rather than socialise the ownership of this housing stock and transfer it 

directly to local authorities or approved housing bodies, the Irish state has ensured
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that financial capital captures both the asset value of the property via the 

penetration of interest-bearing mortgage finance and a large proportion of its 

revenue (i.e. the rental yield of tenants) while deflecting a very significant proportion 

of the costs into the public sphere. Also, the absence in Ireland of non-profit or 

institutional investors with the requisite portfolio management experience, 

competency and interest in social housing provision reduces the effectiveness of the 

leasing approach and has led to a severe reduction in new social lettings overall. 

Additionally, working renters continue to subsidise homeowners via their income tax 

payments without receipt of an equivalent subvention or tax credit they can avail of. 

Therefore, despite the reframing of Irish housing policy as 'tenure neutral' the 

privileged position of homeownership, and with it private property remains 

comparatively intact.

Nonetheless, homeownership in Ireland is in decline and the scale of the Irish 

housing crash, whereby a decline in values of 50 percent from a peak in September 

2007 to 2012 has locked an estimated 240,000 households into a negative equity 

position totalling €25 billion, has also produced a range of effects across the rental 

tenures in the Irish system^. These will be considered in more detail in Section 10.4 

below following a consideration of the consequences of financialisation for 

homeowners in crisis.

10.3 The consequences of the financialisation of housing in Ireland: homeowners in

crisis.

This study has proposed an understanding of the financialisation of home and 

homeownership as the essential element of a profoundly spatial phenomenon that 

represents the search for a spatial-temporal fix or quasi-resolution of the crisis 

tendencies of contemporary neoliberal capitalism through the process of capital 

switching. As such, it is argued here that the financialisation of homeownership in

^ The CSO Residential Property Price Index (RPPI) recorded a decline of 17.8 percent for residential 
property prices in the twelve months to February 2012. Recent data for February 2013 indicate a 
continued decline in residential property prices nationally. The rate of decline in January 2013 was 3.3 
percent and in February 2013 was 2.6 percent.
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Ireland can be regarded as part of a new stage in the process of capital switching 

under neoliberalism. Changed specialist circuits of housing finance adopted new 

calculative tools to segment the Irish housing and mortgage markets and generate 

fundamental change to the nature in which they operate to allow or deny access to 

housing (see Chapter 3). Yet, as discussed above, the financialisation of 

homeownership through capital switching was primarily designed to fuel the second 

era of the Celtic Tiger economy. Therefore, when the limits to capital switching as 

the basis for the production of surplus value were reached in Ireland, what had 

previously been part of the resolution of the international crisis of production- 

centred over-accumulation of the late 1990s and to Ireland's interrupted economic 

growth rates became, as Harvey (1985b) argues, transformed into a crisis in the 

valuation of assets, involving a property crash. The subsequent Irish banking and 

financial crisis therefore has urban roots and, as argued here, the financialised Irish 

property system and especially the housing and mortgage market are the loci for 

understanding the experience of Ireland's contemporary omn/-crisis.

However, it is only as the consequences of the financialisation of Irish housing 

continue to unravel that the true extent of the crisis of Irish homeownership is being 

revealed. As discussed earlier, the restructuring of Ireland's housing and mortgage 

market that accompanied the financialisation of homeownership led to greater 

market segmentation as the socio-economic and demographic characteristics of 

homeowners changed. It also ensured the expansion of mortgage markets 

successfully to incorporate households whose certainty of income and employment 

was insecure and precarious.

This was achieved through a process of financial deepening that delivered increased 

loan-to-value ratios for mortgages alongside lengthened maturities and greater 

flexibility in repayment schedules. Central to this was Ireland's mortgage finance 

industry-wide calculation of housing affordability using debt-service to income (DSI) 

ratios. The ubiquitous use of this affordability calculator allowed the authorization of 

larger mortgage loans at higher multiples of income, based on 100 percent and 

higher loan-to-value ratios for greatly extended maturity durations. During the
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period to 2008, this enabled homeowners to overcome the increasingly high price 

barrier for entry to homeownership and for trading up to higher value housing. An 

additional component of financialisation which worked to ensure even greater 

financial deepening among Irish homeowners was the extent and scale of equity 

release that occurred in parallel through a combination of mortgage switching and 

the use of 'top-up' loans. As interest rates remained low over the period, the 

anomalous effect was the containment of an increase in a household's debt-service 

burden despite the overall rise in its indebtedness.

However, the same was not true for the increase in impairment or default risk due to 

the impact of income shocks on a household's ability to maintain repayments. 

Therefore, when the income shock of rising unemployment and falling disposable 

income occurred with the onset of Ireland's economic crisis, the financial 

sustainability of homeownership for large numbers of households was immediately 

at risk. This study has demonstrated how the consequences of the financialisation of 

homeownership for highly-indebted households during a period of rapid 

deterioration in the Irish labour market since 2008 has combined with a stagnant 

housing market, unprecedented negative equity and the impact of the Irish 

government's austerity programme under the terms of the EU/ECB/IMF bailout to 

produce an increase in financially unsustainable homeownership. While it is not 

intended to attempt to summarise all the primary data presented in Chapters 5 to 9, 

certain tenative conclusions are set out here for consideration.

To begin with, the evidence for the 'actually existing financialisation' of Irish housing, 

and homeownership in particular, is compelling as the primary data collated from 

survey research of a panel of senior executives of Irish banking and mortgage 

providers and from a series of follow-up interviews confirmed. Capital investment 

had switched away from the tradeable sector of the Irish economy and into the built 

environment, particularly into housing and related construction activity. This 

resulted in a structural weakness in Ireland's economy in the aftermath of the GFC. 

Furthermore, the international shadow banking system that became established in 

Dublin's IFSC ensured easy access to wholesale capital markets for mortgage lenders
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and the ability to remain outside national and EU regulatory regimes. These findings 

support Aalber's (2007, 2008, 2012) interpretation of capital switching as the key 

constituent element of the process of financialisation and also lend support to 

Engelen's (2008) identification of 'securitisation', 'disintermediation' and 

'liquidification' as the new set of techniques, technologies and infrastructural 

networks within the shadow banking system that serve as the material backbone for 

contemporary circuits of capital flow.

Furthermore, the 'financial innovation' that accompanied capital switching into the 

Irish built environment (i.e. the calculative tools of financialisation that range from 

DSI mortgage affordability calculators to CDOs and CDSs) that was relied upon to 

improve the affordability position of Irish homeowners and to ensure credit 

advances in the form of mortgage finance remained positive have been confirmed as 

producing a financial deepening among homeowners who came to understand 

equity withdrawal as a core element of household income. This supports Sassen's 

(2012) identification of mortgage finance as an electronic instrument for expanding 

the terrain for global capital. Additionally, the manner in which mortgage brokers 

and other financial intermediaries in Ireland, including subprime lenders, became 

increasingly influential in the mortgage market so that mainstream lenders began to 

adopt similar imprudent and reckless practices in credit-decision making, particularly 

in relation to the absence of due diligence when verifying the bona fides of mortgage 

applications and the reliance on borrower 'self-certification' to confirm income 

confirms the convergence of the Irish housing market with the characteristics of the 

highly segmented UK and US mortgage markets.

In parallel, shareholder interest in Ireland's banking industry has been identified as a 

particular driver of the financialisation of housing. Decision-making within Irish 

financal services during the Irish mortgage finance and credit boom was driven by a 

small, influential elite group that helped to establish a 'group-think' of 'irrational 

exube'ance' in relation to Ireland's property and housing sector. Capturing the 

potential capital gains arising from house price inflation became established as the 

leitmotif of mortgage finance investment decision-making and enhanced the
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commodification of housing as an asset. In parallel, its fiscal incentivisation under 

state housing and fiscal policy further enabled capital switching into the Irish built 

environment and fuelled house-price inflation. Despite cheaper credit and lower 

interest rates being identified as drivers of house price inflation, the liberalisation of 

financial markets and the expansionary, US-led global credit cycle that was 

underway in the 2000s would have allowed a significant housing boom in Ireland 

even without the advent of EMU and Ireland's accession to Euro area membership. 

This tends to support the position advanced by Gotham (2006), Dymski (2009; 2012) 

and Wylie et al (2004; 2006) that patterns of financial investment are heavily 

influenced by state policy and decision-making.

Other evidence presented by this thesis confirms the extent of negative changes that 

arose from the impact of the GFC in relation to the labour force participation and 

economic status, health status, poverty position, living ability, extent of arrears and 

indebtedness and burdensome housing costs of all Irish homeowners with a 

mortgage. It remains unclear whether the impact of the GFC on Irish homeowners 

will be internationally exceptional when compared with homeowners in other 

advanced economies that have undergone similar housing market crashes and 

subsequent financial and banking crisis (e.g. USA, UK, Spain). However the evidence 

presented here of the increasing risk of housing exclusion among the discrete 

sample of over-indebted homeowners with mortgages at risk of default, or already 

experiencing missed payments and mortgage arrears suggests the likelihood of Irish 

homeowners being among the worst affected among the advanced economies is 

considered here to be very high.

Findings presented in Chapters 6 and 7 confirmed the impact of the economic and 

banking crisis on these households in terms of their income and living position using 

calculations of equivalised net household income. Data confirmed that the average, 

weekly, equivalised disposable net income of the MABS sample was up to one third 

lower than the equivalent figure for the national Irish national population for 2009
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and 2010^. Primarily due to unemployment, the average drop in net weekly income 

among homeowners with a mortgage was recorded as €288.86 and €300.81 for 

FTBs, representing an estimated average year-on-year decline in net weekly income 

of 51 percent for all homeowners and 54 percent for FTBs in the sample. Flowever, 

of even more significance for the likely financial sustainability of homeownership 

among this sample was the finding that MABS sample homeowner's annual average 

(mean) equivalised (net disposable) income was 42.5 percent below that for all Irish 

homeowners with a mortgage nationally in 2009 and 39 percent below in 2010 and 

2011^

The findings presented in Chapter 7 shifted the analytical focus from the impact of 

the GFC on the decline in MABS homeowner household's income and overall 

economic resilience, to an examination of the impact of a household's housing costs 

on its residual net household income and of the incidence and extent of mortgage 

default and arrears that have been experienced as homeownership became 

increasingly financially unsustainable. Particular attention is given to data on the 

incidence and extent of key aspects of the financial deepening of homeowners and 

particularly the extent of equity withdrawal among MABS homeowners. In sum, 70 

MABS homeowners (40 of whom are first time buyers) purchased a total of 103 

equity-release loans based on second and subsequent charges against the nominal 

values of their household's family home, with the largest annual balance for equity 

release recorded among MABS homeowners (at €4m) corresponding directly with 

the peak of Ireland's house price and credit bubble in 2007.

As noted above, the impact of job loss and redundancy on their household income, 

and the precarious nature of employment among the sample homeowner 

households, rendered the extent of their overall mortgage debt increasingly 

financially unsustainable. Flowever, it is when the sliding scale developed here to 

measure the risk of housing exclusion is applied that the full extent of financially

^ See Tables 6.7 to 6.11, Chapter 6.
^ See Tables 6.16 to 6.21 in Chapter 6.
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unsustainable homeownership among the study population is confirmed®. A key 

finding is that of all MABS homeowners for whom data was collated (n=117), only 

just over one in ten (11.1 percent, n=13) were at little risk of housing exclusion as 

they had strong housing security (i.e. no mortgage arrears) and low housing stress 

(i.e. a contractual monthly mortgage payment that was equal to or less than 30 

percent of their net disposable household income). In contrast, data analysis 

confirmed how almost one third (32 percent) of the MABS homeowners sample 

were 'most-at-risk-of-housing-exclusion' (MARHE) and that the rapid loss of 50 

percent and more of their net household income is the most significant additional 

risk factor loading against their successful continuation as homeowners and for their 

possible expulsion into housing exclusion and homelessness via a court repossession 

or the voluntary surrender of their home.

Given that the sample MABS population closely reflected the composition of the 

overall MABS client base (see Chapter 6), a question arises as to whether it would be 

unreasonable and overly speculative to suggest that the findings regarding the risk of 

housing exclusion could apply to 4,372 homeowners with a mortgage who became 

new MABS clients for the reference period Q4, 2009 to Ql, 2010. This would imply 

that up to 1,399 homeowners who were new MABS clients during this period are 

'most-at-risk-of-housing-exclusion' and likely to be unable to afford to maintain their 

continued incorporation as homeowners.

In the absence of other available data on the income position of homeowners with 

burdensome (and higher) housing stress rates and moderate and high housing 

insecurity scores, this can only be offered as a tentative conclusion. Based on the 

data presented in this study. Figure 10.1 seeks to summarise the factors that account 

for housing stress, insecurity and the increased risk of housing exclusion and 

homelessness in Ireland's post-crash housing market.

® The risk of housing exclusion among homeowners is measured here by correlating the proportion of 
net household income remaining after contractual housing costs are made with the incidence and 
duration of default and mortgage arrears (see Chapter 4).
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Figure 10.1 Factors accounting for increased housing stress, insecurity and 
risk of housing exclusion in Ireland

Economic Change

•Uneven urban growth rates; 
•Polarised urban occupational 
profile;
•Flexible labour market; 
•Precarious employment and 
unemployment;
•Decline or stagnation in real 
wage s;
•Reliance on credit as income; 
•Segmentedhousingmarket; 
• Post-crash negative equity in 
housing markets.

Social & Demographic 
Change

X
•Growingsocial inequality; 
•Growinghousehold debt; 
•Insecure income;
•Decline in purchasingpower; 
•More dual-income homeowner 
households;
•Changingdemography of heads 
of households (e g. single parent, 
female-headed, migrant).

V

Policy Change

•Austerity impacts on public 
expenditure;
•Lowersocial transferrates; 
•Collapse of public capital 
expenditure on social housing; 
• Suspension of affordable 
housingprovision; 
•Greaterreliance on private 
rental market and higher rents; 
•Changingfiscal position on 
housing (r esidential property 
taxation).

10.4 The impact of the financialisation of housing on the Irish housing system: the

broadening, strengthening and deepening of housing exclusion.

The financialisation of Irish housing has produced a range of outcomes, some of 

which can be more readily identified than others in 2013. For example, the capital 

switching into the built environment and the financial deepening of homeowners 

that drove Irish house price inflation has been clearly demonstrated by this study. 

However, other outcomes are now being revealed that illustrate the impact of 

Ireland's housing and mortgage market restructuring on access to housing and 

housing exclusion across all housing tenures in Ireland. The discussion in Chapter 2,
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and findings from the Housing Market Delphi Panel (see Section 5.2.7, Chapter 5) 

confirm how house-price inflation led to a transfer of housing demand to privately 

rented housing.

Prior to Ireland's housing market crash, the resulting competition for access to 

dwellings more typically available to lower-income renters instigated further rental 

inflation and produced increased demand for social-rented housing. For example, 

over the period 2008 to 2011 the number of households in need of housing support, 

which cannot be accommodated through the existing stock available to housing 

authorities, rose nationally by 75 percent from 56,249 to 98,318 households. Of 

these, two thirds (66.8 percent) were assessed as being 'not able to meet the cost of 

accommodation' in 2011 (Housing Agency, 2011). Due to the impact of the economic 

crisis, growing unemployment and the reduced size and character of the Irish social- 

rental sector, low-income and disadvantaged households reliant on rent supplement 

(a social welfare income maintenance payment) in order to reside in the private 

rented market as tenants rose from 60,200 households in 2005 to 96,800 in 2010 

with a resulting increase in expenditure from €369m to €516m. These households 

comprise approximately 40 percent of the Irish private rental market (Daft.ie, 2012) 

and tend to occupy lesser quality and older private rental units (Fitzgerald and 

Winston, 2005). Therefore the inter-tenure transfer of housing demand is highly 

relevant to Ireland's residualised social rental sector and increasingly segmented 

private rental tenure. However, subsequent to Ireland's housing market crash, the 

'squeezing out effect' whereby the transfer of housing demand from home- 

ownership to private renting led to diminishing accessibility for disadvantaged 

households (Downey, 1998, 2003; Drudy and Punch, 2005) is now revealed as having 

strengthened further within the context of the overall decline in national 

homeownership rates from 74.7 percent in 1991 to 69.7 percent in 2011.

Private-rented market segmentation is a result of overall mortgage market 

restructuring and segmentation in Ireland under financialisation and is particularly 

associated the emergence of a large 'buy-to-let' sector over the period of the 2000s. 

This manifests itself spatially in the way that the urban form and structure of
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residential rental space is priced and consumed as 'high' or 'low' rental areas. It is 

especially evident in urban housing sub-markets where demand for access to new 

residential private-rental property from households of different social class and 

income deciles is increasingly related to its proximity to centres of employment, 

alongside housing size and quality issues^. Distinctive corporate and professional 

components of the Irish private-rental market now aggregate as residential enclaves 

associated with centres of employment (for example Dublin's financial services 

sector and its high-tech ICT sector). This has ensured that while Irish house prices 

have continued to decline over the period since the housing market crash in 2008, 

the accompanying decline in rents stopped in 2009 (see Figure 10.2).

Figure 10.2 Changes in Irish residential property prices and private rents, 2003-
2012

- Private Rents Consumer Price Index (Base Dec 2006=100)

- Residential Property Price Index (Base Jan 2005 = 100)

Source: CSO (2012c) RPPI and CPI

Competition for rental options remains especially strong particularly due to demand 

from migrant employees of so-called foreign-direct-investment (FDI) employers, and 

evidence suggests that rents rose again in 2012 (Daft.ie, 2012). As noted in the 

results Chapters 5, 8 and 9, a new trend is being established that adds further

Census 2011 found significant variations in average weekly rent paid according to the social class of 
the head of household, with households in social class 1 (professional) paying an average weekly rent 
of €219 and households in social class 6 (unskilled worker) paying an average of €137 per week (CSO, 
2012a).
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pressure on lower-income renters. Homeowners in negative equity and with high 

levels of housing stress, in default and mortgages arrears, or who are at imminent 

risk thereof, are seeking to realize their imputed rent as homeowners in an attempt 

to cover their mortgage obligations while seeking to reduce their own housing costs. 

In these scenarios, homeowners have sought to defray high mortgage costs either by 

a return to their parental home, or by taking up a lower-cost rental option - usually 

in a smaller property, in a less favourable location - while putting their own home on 

the market for rent and using rental income to continue making mortgage payments. 

As households seek alternatives to homeownership, this time due to falling house 

prices and much tightened lending criteria, as well as income decline and rising 

unemployment rates, these factors are combining to ensure the 'squeezing out' 

effect on welfare-dependent and low-income renters remains uninterrupted and 

may well be intensifying.

This latter outcome is starkly illustrated by the increased risk of housing exclusion 

and actual homelessness that arose during the 2000s, particularly for these welfare- 

and benefit-dependent households 'left behind' by the financialised and segmented 

private housing market and for whom an inadequate provision of social rented 

housing persists in Ireland. Despite the challenges of the accurate measurement of 

homelessness in Ireland (see Downey, 2008a; O'Connor, 2008) official data from the 

triennial national assessment of housing needs confirmed how, by March 2011 the 

homeless population in Ireland had risen to 2,348 households, with the largest 

proportion (46 percent, n=l,089) being located in Dublin (Housing Agency, 2011). 

Subsequently, on the basis of a new data system and improved methodology, the 

figure for Dublin's homeless population was revised upwards substantially to confirm 

1,891 households as homeless in September 2011, an increase of nearly three 

quarters on the original March 2011 figure (Dublin Region Homeless Executive and 

Housing Agency, 2012). Further confirmation of the rise in housing exclusion in 

Ireland is given by the Census 2011 findings that found 3,808 households were 

homeless, of which 2,375 were located in the Dublin region (CSO, 2012f).
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In sum, the deepening inter-tenure effects of the growing extent of mortgage 

arrears among Irish households 'locked into' homeownership by the debt trap of 

their substantial negative equity and an unstable and contracting homeownership 

market is helping to ensure the broadening of the 'squeezing out' effect on lower- 

income households in the private-rented sector continues and, furthermore, is 

strengthening the rate of increase in the number of persons 'left behind' by the Irish 

housing market to experience economically-induced exclusion and homelessness.

10.5 The Irish crisis policy nexus and the 'extend, pretend, delay and pray' strategy

of temporary mortgage arrears forbearance.

As discussed in Chapter 1, and again in Chapter 3, the crisis policy nexus formed 

between international financial authorities, the EU and Ireland has delivered a 

'bailout' for Irish mortgage finance providers by way of a massive capital injection 

sufficient to, inter alia, absorb the losses expected to arise from mortgage default 

and arrears as estimated by the stress test conducted under the initial Prudential 

Capital Assessment Review (PCAR) in 2010 (Central Bank of Ireland, 2010). Since 

then, and despite a significant increase in the extent and scale of mortgage arrears 

(see Chapter 3), the 2011 and 2012 PCAR found Irish banks remained sufficiently 

capitalised to absorb losses on their mortgage lending (Central Bank of Ireland, 2013: 

3).

Yet, conversely, the Irish banking sector has been severely criticised by Ireland's 

central bank for not writing down its unsustainable mortgage debt and for its 

continuing reliance on temporary forbearance measures for mortgage arrears, 

particjiarly the use of two devices, namely the capitalisation of arrears and a 

temporary move for distressed borrowers to an interest-only payment schedule. 

Recent statements that Irish banks are 'behind the curve in addressing the problem 

of mo'tgage arrears on a sustainable basis' (Central Bank of Ireland, 2013a: 1) are 

being issued within the context of new legislation on personal insolvency and debt 

settlement and on bankruptcy introduced under supervision of the same 

EU/ECB/IMF crisis policy nexus. In particular, the new Personal Insolvency Act (2012)

366
Chapter 10



establishes avenues of recourse for insolvent persons, called Personal Insolvency 

Arrangements (PIA), which can allow insolvent mortgage debtors to 'earn a fresh 

start' through being subject to an onerous payment plan, but without necessarily 

having to surrender their principal private residence (i.e. their home). This is taken to 

imply that Irish banks will need to act more 'pro-actively and liberally in respect of 

those who cannot realistically pay [their mortgage and arrears] if they are to avoid 

the costs and inefficiencies of having to respond to PIA proposals or bankruptcy' (op. 

cit.; 1-2).

However, it is also 'evident' that Irish banks manifest 'an absence of any cultural skill 

set or knowledge base' for establishing sustainable solutions to the mortgage arrears 

crisis (Muldoon, 2012: 2) and that while there appears to be much restructuring 

activity there is little evidence of 'meaningful resolution' and 'way too many 'Extend 

and Pretends' masking as solutions' (op. cit.: 9). This offers an important context for 

the results presented in Chapter 8 that confirmed the debt-disciplining, 

individualising and pauperising effects temporary mortgage arrears forbearance 

arrangements were having on all bar six of this study's population of 52 

homeowners at risk of housing exclusion who were recruited onto the study's 

longitudinal panel. Results presented in Chapters confirmed the pauperising effects 

unresolved mortgage arrears were having, as well as the effects of pauperisation on 

respondent's mental health, well-being and family relationships.

While data presented in Chapter 7 confirmed the manner in which the financial 

deepening of the study's homeowners reduced, if not completely eliminated, their 

'manoeuvrability' to alter the maturity term or LTV of their mortgage when seeking 

to avoid an incidence of default and resulting mortgage arrears, the Panel 

respondents also noted how, over the period to mid-2012, many of their 

restructured mortgage arrangements under the MARP had been foisted upon them 

by their mortgage provider. Significantly, they noted how restructuring 

arrangements had not succeeded or been sustainable as they had not taken into 

account the overall household debt position or the deep erosion of the household's 

economic and financial resilience associated with income inadequacy arising from
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precarious employment and long-term unemployment. The failure of many so-called 

restructured distressed mortgages reflects the major data deficit that persists among 

mortgage lenders and their regulators on the financial sustainability of 

homeownership in Ireland and, in particular, to the absence of up-to-date and 

accurate information on the actual income position of households in arrears and 

what has happened to household income over the period since initial default and 

any subsequent entry into a restructured mortgage arrangement under the MARP.

The need to investigate and confirm MRTI ratios among distressed homeowners has 

been recognised by the Irish Central Bank as paramount to the establishment of 

effective forbearance arrangements under the MARP. However, what is actually 

required is a comprehensive investigation of the residual income affordability of 

housing in Ireland. This is required in order to identify and illustrate the spatial 

distribution of the residual income affordability of homeownership in Ireland, for 

example its distribution among migrant nationals newly incorporated into Irish 

homeownership who have suffered the income shock of unemployment, or its 

distribution for newly incorporated first time buyers who reside in regional 

economies most severely impacted by unemployment and reduced domestic 

demand (e.g. the SE of Ireland). In the absence of a similar consideration of the 

residual income affordability position of rental tenures, such an investigation would 

remain lop-sided and be unable to take account of the dynamics of critical inter

tenure relationships and their spatial manifestation within key urban housing 

markets. Therefore the spatial distribution of the residual income affordability of all 

Irish housing and its inter-tenure dynamics is identified here as a key direction for 

future research on Ireland's housing crisis.

In contrast to the established institutional perspective that temporary forbearance 

and mortgage restructuring since the onset of the economic crisis was soundly based 

and effective, the Panel respondents highlighted the reckless, predatory and 

fraudulent lending practices of both prime and subprime mortgage providers 

alongside the failure, and the absence, of financial regulation and supervision as 

being major contributors to their circumstances. While recognising personal
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responsibility in relation to 'behavioural' factors, such as an individual's capacity for 

self-control and patience when seeking access to credit, and especially when seeking 

to withdraw equity for use as income for consumption, many respondents also 

noted how, with hindsight, their decision-making in this regard had been heavily 

influenced by financial intermediaries and actors, including their mortgage provider's

eagerness to continue to advance them credit in the form of mortgage finance 10

Notably, findings presented in Chapter 5 from interviews with Irish mortgage finance 

industry representatives highlighted a reluctance to proceed to actual repossession 

for households in mortgage arrears. This was explained as being due to deeply held 

'cultural' perspectives in Irish society that are antagonistic to home repossession 

combined with the policy intervention of Irish government that regarded home 

repossession as anathema to the restoration of the reputation and credibility of the 

Irish banking sector as it was being recapitalised. Notwithstanding the so-called 

moratorium on repossessions since 2010, under the influence of the crisis policy 

nexus, alternative resolutions to the mortgage arrears crisis, proposed by both 

borrowers and lenders alike (see Section 5.2.7, Chapter 5 and Section 9.6, Chapter 9) 

have not been considered.

These alternatives comprise substantial debt write-down as part of a mortgage 

rescue programme alongside the full socialisation of financially unsustainable 

homeownership under large-scale flexible tenure arrangements. Despite the recent 

introduction of a restricted and truncated pilot mortgage-to-rent scheme in 2012, 

the crisis policy nexus response has remained limited to an inadequate suite of 

limited temporary forbearance arrangements.

An additional contributory factor to Irish banking's ability to continue to 'muddle 

through' uninterrupted has been neoliberal capitalism's ability to defray into the 

public sphere the costs arising from the limits to the accumulation of surplus value 

via capital switching into the built environment and the follow-on credit contraction

See data presented on financial deepening among the study population in Chapter 7.
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that has been caused by the contagion risk of impaired RMBS derivatives within the 

shadow banking system. This has occurred via the adoption by sovereign states in 

the Euro area (i.e. Portugal, Ireland, Greece, Cyprus and Spain) of banking-sector 

liabilities arising from what is now evidentially and clearly the 'global financial crisis 

of urbanisation' (Harvey, 2012). The result is the continuing Euro-area sovereign 

debt crisis that ensures Irish banks remain hugely cautious over the costs to their 

upwardly revised 'tier-one' (i.e. shareholder) capital ratios to liabilities (required 

under the proposed Basel III capital adequacy requirements^^) arising from any 

significant recognition of their actual mortgage liabilities in the form of large-scale 

debt write-downs. The risk that the true extent of mortgage arrears liabilities 

remains unaccounted for in the Irish banking sector is significant and, accordingly, 

that if incurred via a debt resolution strategy, will require the use of private 

shareholder capital in the banking system to resolve, despite the Irish state's banking 

recapitalisation specific to this purpose.

In short, recognising the true extent of Ireland's unsustainable mortgage debt may 

require a second official funding programme or bailout. Therefore, despite the 

protestations from the Irish Central Bank, the Irish banking sector remains unwilling 

to act to write down its mortgage arrears liabilities. However, as the evidence 

presented in Chapters 6 to 9 attests, the net effect of this 'extend and pretend, delay 

and pray' strategy has been to allow interest-bearing capital to intensify its financial 

exploitation and expropriation of Irish homeowners. This, in turn, is helping to usher 

in a fully-fledged regime of accumulation by dispossession as the next stage of the 

'roll-with-it' neoliberalism (Keil, 2009) that has captured the governmentality of the 

Irish state's response to Ireland's omn/'-crisis.

The Basel III Accord is a global, voluntary regulatory standard on bank capital adequacy, stress 
testing and market liquidity risk, originally scheduled to be introduced from 2013, that will require 
banks to increase their capital holdings on mortgage and other loans. However, in January 2013, as a 
result of significant lobbying by large US and EU private banks (including Goldman Sachs, Morgan 
Stanley and Deutsche Bank) the implementation schedule was extended to 2019 alongside a widening 
of the definition of what constitutes a 'liquid asset' that can be leveraged outside the required tier 
one capital ratio (e.g. a RMBS derivative or bond). This was achieved on the basis of an OECD report 
that estimated the macroeconomic impact of Basel III on GDP growth in the would be a reduction of 
between -0.5 and -0.15 percent per annum among OECD economies (Slovik and Cournede, 2011)
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10.6 The future of Irish homeownership: extended forbearance and aggressive

foreclosure under a regime of accumulation by dispossession

The end of the beginning of Ireland's 21^* Century housing crisis is underway in 2013. 

Despite suggestions that Ireland's housing market is showing signs of stabilisation in 

the form of an end to outright property-price declines across all housing sub-markets 

(particularly those in the south county and city districts of Dublin where a limited 

stock of family-size period housing has helped maintain the price differential 

associated with desired and preferred geographical locations for residential space), 

the rate of increase in residential mortgage arrears, while slowing somewhat, 

continues to ensure greater numbers of homeowners than ever are now 'distressed 

borrowers'.

Latest Central Bank data for Q4, 2012 confirms that 94,488 (11.9 percent) of 

homeowners with a mortgage were in arrears of over 90 days at the end December 

2012 with an outstanding balance of €17.5 billion, while the number of buy-to-let 

mortgages with a similar arrears profile is 28,421 (18.9 percent of all buy-to-let 

mortgages) with an outstanding balance of €8.4 billion. Therefore of the 792,096 

private residential mortgages and 150,344 buy-to-let mortgages held in Ireland, a 

total of 122,909 (15.5 percent) are in arrears over 90 days plus to impair a balance 

outstanding of €25.9 billion (Central Bank of Ireland, 2013). Data also confirms that 

despite the overall arrears profile, the rate of home repossessions remains small in 

comparison. At the end of December 2012, lenders were in possession of only 903 

private domestic residential properties and 454 buy-to-let properties. However, due 

to the convergence of a number of factors, this is likely to change rapidly and 

significantly in the immediate future. Thus, the extended forbearance arrangements 

noted by the Housing Market Delphi Panel respondents (see Section 5.2.7, Chapter 

5) are now being implemented within the context of Ireland's newly regulated 

personal insolvency and bankruptcy legislation. It is worth recalling that the 

introduction of extended forbearance arrangements that include split mortgages 

and warehousing identified in Chapter 5 were recognised as 'pro-market' solutions 

proposed to government by representatives of the banking sector itself. Alongside
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this, new legislation is being introduced in April 2013 to overturn a 2010 High Court 

ruling that found certain registered properties could not be repossessed due to a 

loophole in the Land and Conveyancing Law Reform Act, 2009.

It is not surprising therefore that a shift from extensive temporary forbearance to a 

new reality of extended forbearance combined with more aggressive foreclosure is 

underway. Indeed, as it is required to ensure the full formation of the secondary 

market of debt-financed consumption fund commodities under market capitalism, it 

is simply a matter of routine. Its arrival has been heavily trailed. For example, the 

Secretary General of Ireland's Department of Finance noted how there had been an 

'unnaturally low level of repossessions' in Ireland to date as a result of the absence 

of the personal insolvency, bankruptcy and repossession legislation that is being 

installed in 2013 (Department of Finance, 2013)^^.

It is impossible to predict with any accuracy the likely rate of repossessions that will 

occur, not least because it remains unclear if banks and mortgage lenders will seek 

to continue to rely on extended forbearance arrangements to maintain and 

maximise their revenue income, at least until Ireland's prolonged recessionary 

economic climate has shown more than just tentative signs of the 'green shoots' of 

economic recovery. In this scenario, increased repossessions from either the 

domestic residential sector or the buy-to-let sector may not arise until housing 

market liquidity is once again established and mortgage lending is growing again. 

However, it is most likely the case that two things will happen simultaneously, 

namely the repossession of residential property with strong equity values in prime 

urban housing sub-markets will trigger greater liquidity in the second-hand housing 

market and this in turn will raise the prospect of an improved market for all future 

so-called 'repo' sales.

The Secretary General of the Department of Finance went on to state 'it is not necessarily 
appropriate that banks should be using taxpayers' money to subsidies people living in 
accommodation, even if it is a family home, that is beyond their means'.
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The only current indicator of the likely scale of repossessions therefore remains the 

number of formal demands for full repayment issued by lenders and the number of 

court proceedings initiated by them seeking to enforce the debt/security on a 

mortgage. At the end of June 2012, this stood at 13,214 formal demands and 3,159 

court proceedings respectively. Thereafter, and without any apparent explanation, 

the public dissemination of this data has been discontinued under the Central Bank's 

quarterly residential mortgage arrears and repossession statistics. Furthermore, in 

relation to the new legislative arrangements, the Central Bank of Ireland (2013: 4) 

has noted how:

"It is encouraging to hear more than one bank CEO acknowledge that while 
repossessions will inevitably rise significantly, for cooperating owner occupier 
borrowers there will also be a step up in the volume of cases of long-term 
loan modification - carefully targeted debt relief if you like. Wide industry 
recognition of this balanced approach is important: recovery of loans in full 
wherever possible, repossession, voluntary surrender or trade down if 
necessary, but for cooperating homeowners who are insolvent and at the 
threshold of repossession having already cut back living expenses, that there 
will be more use of long-term loan modification where they are willing to 
repay what debt they can but also want to remain in the their home".
(Own emphasis)

The sequestered freedom of homeownership is on clear display here and the home 

has, once again, come to the fore as a space of social antagonism and a commodity 

in tension beneath demands for the continued pauperisation of the homeowner 

with the possibility (and only that) of some 'carefully targeted debt relief in prospect 

once the debt-discipline of extended forbearance is observed and maintained to the 

satisfaction of the representatives of interest-bearing capital.

While findings presented in Chapter 5 from representatives of mortgage finance 

providers suggested that many households will maintain and adhere to the strict 

discipline required to meet their arrears and debt repayments, others, particularly 

households with negative equity, were said to be less motivated to do so and would 

be more likely to engage in a strategic default, abandonment or voluntary surrender
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of their home. Findings presented in Chapters 8 and 9 can be seen to support this 

perspective and include opinions and attitudes that reflect a genuine reluctance 

among over-indebted and increasingly pauperised homeowners to continue to seek 

to maintain the burden of debt repayments while a prospect of successfully 

resolving their mortgage arrears position remains remote and the demands and 

costs of everyday living expenses are to the fore. By the time of their third interview 

in the summer of 2012, many homeowners had exhausted the possibility of relying 

on friends and family for financial assistance and were no longer prepared to 

countenance maintaining unsustainable mortgage repayments - restructured or 

otherwise - if it meant the denial of food, clothing and other sundries to family 

members, children in particular. Others were noticeably quite prepared to continue 

to pay large proportions of their income to remain incorporated as homeowners, 

despite the obvious impacts on their quality of life.

Indeed, what is perhaps most remarkable overall is the extent to which, on balance, 

a majority of the MABS homeowner Panel respondents remained committed to 

homeownership and demonstrated a significant determination to remain 

incorporated as such, notwithstanding their obvious high levels of housing stress and 

housing insecurity. Perhaps more so in spite of their negative experiences of 

forbearance under the MARP, their determination to withstand attempts by 

mortgage lenders to foreclose and repossess their home remained prominent. 

Nonetheless, the pauperisation effects of financially unsustainable homeownership 

had begun to radicalise the opinion of a minority of respondents who both regretted 

their original decision to become homeowners and noted how they would advise 

others against homeownership. Some noted how, in the absence of a debt write

down, they would move to abandon and surrender their residential property while a 

more militant position was also noted among respondents whereby foreclosure 

would be resisted 'at all costs', while only that what could be afforded would be paid 

in lieu of the actual contractual mortgage repayment obligation.

As Zizek (2009: 37) has argued 'the self-propelling circulation of Capital thus remains 

more than ever the ultimate Real of our lives, a beast that by definition cannot be
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controlled, since it itself controls our activity, blinding us to even the most obvious 

danger we are courting'. Certainly, how these homeowners' initial utopian feelings 

of hope, contentment, normalcy, individual freedom and power from their 

incorporation into homeownership are changing into dystopian realities of anxiety 

and despair, ill health, debt peonage and it's associated pauperisation alongside a 

growing sense of powerlessness and being at risk of housing exclusion and expulsion 

into homelessness is another future area for further research to investigate within 

the context of the impact of the current mortgage arrears crisis on the future 

prospects for homeownership as the tenure of choice in Ireland.

For the immediate future however, the prospects of these homeowners is bleak. Not 

only will the risk of housing exclusion remain, the 'event horizon' of actual 

homelessness will appear larger in the near future as temporary forbearance 

arrangements are converted into foreclosure strategies for implementation by 

mortgage capital as and when required by shareholder interests seeking to maximise 

profit and shareholder value upon the planned return of Ireland's banking sector to 

the wholesale capital markets in 2014. The 'excessive' financial expropriation and 

exploitation of financialised working-class communities identified by dos Santos 

(2009) and Lapavitsas (2009) is likely therefore not only to remain intact but to 

intensify under the threat of the ultimate sanction for failing to observe the debt- 

discipline of interest-bearing mortgage capital, namely the repossession of a 

person's home.

Yet, as Fine (2007, 2010a, 2010b) argues, even if this excessive financial 

expropriation is reduced or better-still eliminated through class struggle, the 

processes of neoliberalism as financialisation remain intact and are both actively 

deployed and capable of being re-deployed across the social and economic spheres 

as different phases, moments and contradictions within the neoliberalisation of late 

capitalism continue, thus far, uninterrupted by either state intervention or collective 

actions from within civil society. This does not preclude the possibility of resistance 

emerging in Ireland in the near future, particularly to the politically-charged issue of 

anything resembling large-scale home repossession in Ireland. Flowever, the
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interests of 'distressed' homeowners and (in the main) welfare-dependent tenants 

are not yet unified under any programme (within civil society or elsewhere) 

demanding the provision of a large-scale socialisation of financially unsustainable 

homeownership, the nationalisation of mortgage finance provision in the form, for 

example, of a state housing bank and the establishment of a quality, social-rental 

housing sector providing homes on a general-needs basis. Indeed, within and across 

Ireland's socially-segregated residential space, where homeowners, low-income 

private-rented tenants and welfare-dependant social-housing tenants reside 

separately, it may require a further erosion of the living standards of the 'squeezed 

middle' and the 'working poor' before any realisation, of their mutual interest in the 

fundamental restructuring of the Irish housing system either occurs or can become 

established. The social and political unrest that could ensue under such a scenario 

would be a high price to pay for what is in fact a modest rebalancing of the Irish 

housing system away from the excesses of its continuing financialisation under 

neoliberalism. However, for many Irish homeowners, as for most low-income and 

welfare-dependant households, the situation remains in the words of Hobsbawn 

(2011; 416) one of 'acute social discontent without prospect'.

The findings presented in this thesis (Chapters 5 to 9) on how the financialisation of 

Irish housing combined with a crisis of over-accumulation in the secondary circuit of 

the built environment to produce these homeowners' experience of over

indebtedness, worsening housing security, economically-induced housing exclusion 

and expulsion into homelessness are taken here as evidence of the establishment in 

Ireland of a regime of capital accumulation by dispossession. This regime is 

characterised, most significantly, by the Irish banking and credit system's use of 

mortgage finance and debt entrapment to acquire a greatly increased share of 

homeowners' household income. In addition, the Irish state's crisis policy response 

under the EC/ECB/IMF official funding programme precludes any formal debt-write 

down or full socialisation of financially unsustainable homeownership, while 

regulation for large scale foreclosure is underway. The credit industry's continued 

excessive financial expropriation in 2013 is being accompanied by the privatisation 

of Irish state assets (for example commercial Irish State companies in the areas of
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electricity and gas energy services, telecommunications infrastructure, peat-land, 

forestry and water resources), increased taxation on utilities and assets (the 

introduction of water meters and local property taxes^^) and reductions in wages 

(under government proposals for public sector employees in 2013) to name just 

some of the dimensions to the full regime of accumulation by dispossession now 

underway. This privatisation programme is set out under the conditionality of the 

EU/ECB/IMF economic programme and is being implemented by the Irish 

government through the establishment of the New Economy and Recovery Authority 

(NewERA)^''.

What accumulation by dispossession is doing in Ireland is combining with a 

government-imposed austerity programme of internal devaluation (of wages and 

other labour costs related to pension provision) and a severe retrenchment in 

welfare expenditure to release a set of assets (including urban space and labour 

power) at very low cost so that surpluses of capital that lie idle with no foreseeable 

profitable outlets can seize such assets and immediately turn them to profitable use. 

As discussed in Chapter 2, accumulation is circular here: dispossession facilitates 

expanded reproduction and expanded reproduction spurs further dislocation, with 

finance capital mediating the inconsistencies. Remarkably, certain Housing Market 

Delphi Panellists who noted how they were increasingly aware that, in the post GFC 

period, the global financial system had shifted into a different cycle of accumulation 

that was affecting Ireland foresaw this. They observed that this would not be to the 

benefit of highly-financialised and over-indebted Irish homeowners facing default or 

in arrears, whose income had fallen and who would remain subject to the discipline

Residential property taxation is being introduced under terms of the EU/ECB/IMF agreement from 
June 2013. The grounds for and number of exemptions from this form of taxation has diminished, 
particularly in relation to unfinished estates. Whereas 43,000 households on 1,322 unfinished estates 
were exempt from the original household charge imposed in 2011, the numbers exempted in 2013 
has fallen to 5,100 households on 421 developments.

In September 2011 the Government announced the establishment of the New Economy and 
Recovery Authority (NewERA), initially on a non-statutory basis, within the NTMA. The core roles of 
NewERA will centre around the oversight of the commercial State sector in Ireland including, where 
requested, advising on the disposal or restructuring of State assets and ensuring that Government 
plans for investment in energy, broadband and water are implemented within the sector. It will have 
a wide corporate governance role encompassing oversight of financial performance, corporate 
strategy, capital and investment plans and will act as a Shareholder Executive managing State assets 
from a portfolio perspective.
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of debt repayment obligations and the accompanying austerity impacts on their 

quality of life. Under these conditions, it is contended here that the regime of 

accumulation by dispossession established in Ireland has the financialisation of Irish 

housing as its cutting edge.

Yet, paradoxically, the global financial crisis and its continuing effects confirm that 

the possibility of a further disintegration, even a collapse, of the existing financial 

system is no longer to be ruled out. Perhaps one thing that can be said with any real 

certainty is there is a need to return to the analytical tools of Marx and to a Marxian 

understanding of today's capitalist economic system not as a 'phase' along the way 

towards the idealised 'market equilibrium' but instead in terms of its built-in 

mechanisms that generate potentially system-changing periodic crises. The 

processes of neoliberal financialisation are just such mechanisms. To return to Marx, 

again in the words of Hobsbawn (2011; 418-9), is to recognise that:

'Once again it is evident that even between major crises, 'the market' has no 
answer to the major problem confronting the twenty-first century: that 
unlimited and increasingly high-tech economic growth in the pursuit of 
unsustainable profit produces global wealth, but at the cost of an increasingly 
dispensable factor of production, human labour, and, one might add, of the 
globe's natural resources. Economic and political liberalism, singly or in 
combination, cannot provide the solution to the problems of the twenty-first 
century. Once again the time has come to take Marx seriously'.

In conclusion therefore, this thesis finds that processes constituting a neoliberal 

financialisation of housing occurred in Ireland over the two periods of the Celtic 

Tiger economy. The financialisation of Irish housing began in the 1990s and 

accelerated under a course of capital switching into the Irish built environment that 

accompanied the global credit cycle of the 2000s and led to the financial deepening 

and over-indebtedness of Irish homeowners. This capital switching was a prelude to 

the financial crisis that originated in 2008 in the US secondary circuit of capital to 

produce global disruption in capital flows and a great contraction in the circulation 

of capital that foreshadowed today's experience of recession and economic
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stagnation in advanced capitalist economies, including Ireland. At its core is a crisis in 

the financial valuation of urban space. In Ireland, the crisis signals an end to the era 

of mass homeownership and a new stage in the tenure's decline that has been 

underway since the 1990s. This is a crisis of financially unsustainable mortgages and 

mortgage arrears affecting one in six mortgage holders in Ireland. Since the onset of 

the global financial crisis in 2008, the weakening of the financial sustainability of 

homeownership in Ireland is occurring under a regime of accumulation by 

dispossession characterised by the instability, loss and increased risk of housing 

exclusion for growing numbers of Irish households in the form of economically 

induced homelessness. The failure of the Irish state to develop and maintain a 

stable, secure, affordable and sustainable housing system exaggerates the risks of 

financially unsustainable homeownership. Future foreclosure and home 

repossession rates may be of sufficient scale to reduce the overall ontological 

security of homeownership in Irish society to unprecedented and potentially 

irretrievable levels. In short, homeownership is now the key element of the urban 

roots of Ireland's omn/-crisis and unifies Ireland's economic, social, financial, banking 

and reputational crises as an instrumental part of the global financial crisis of 

urbanisation.
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Appendix 1

Overview of Mortgage Arrears Resolution Process (MARP)

Step 1:
Communication

Borrowers should be notified in writing if their arrears are 
outstanding 31 days after a full mortgage repayment or partial 
repayment is missed.
Correspondence between the lender and borrower in arrears 
should include details of the payment missed and amount 
owning; the MARP process; the consequences and impact of 
non-cooperation and missed repayments; further details of 
the MARP process and the contact details of other relevant 
organisations.
The lender should provide the borrower with an update every 
three months of the status of their account.
Further detailed correspondence should be provided to the 
borrower upon missing a third full or partial repayment and 
where this remains outstanding with no alternative repayment 
plan

Step 2: Financial 
Information

• Financial information should be obtained form borrowers in 
arrears by using a standard financial statement.

• Financial institutions should inform the borrower of 
organisations that may offer support (such as MABS).

Step 3; 
Assessment

The financial institution should assess the borrowers standard 
financial statement. The lender's assessment of this should be 
based on the circumstances of the borrower, their overall 
indebtedness and their current repayment capacity and 
repayment history.

Step 4: 
Resolution

The lender should examine alternative repayment 
arrangements including:

o A period of interest-only
o Interest-only plus a repayment of part of the capital 
o Deferment of all or part of installment 
o Extension of loan term 
o Changing the type of mortgage 
o Capitalizing the arrears
o Any voluntary scheme such as Deferred Interest 

Scheme
The agreement of any alternative repayment arrangement 
should be communicated in writing to the borrower and
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should include information such as the new repayment, the 
length of time for the arrangement, the implications of the 
new agreement on the mortgage and the impact on the how 
the arrangement will impact on the borrower's credit rating. 
Formal reviews of new arrangements should take place on a 
six-monthly basis.
In instances where a lender does not offer an alternative 
repayment arrangement or where the borrower is not willing 
to enter such a repayment other options should be notified ir 
writing to the borrower. These include - voluntary surrender, 
trading down or voluntary sale. The lender should also let the 
borrower know they are entitled to make an appeal to the 
lender's Appeals Board.
In cases where the borrower does not keep up with the new 
arrangement a formal review can be undertaken immediatel\.

Step 5: Appeals Financial institutions should establish an Appeals Board whicl 
the borrower can use as an independent review of decisions 
made by the ASU; their treatment under MARP; the lender's 
compliance with the Code of Conduct of Mortgage Arrears. 

The Board should comprise of senior members of the financial 
institution (though not involved with the borrowers case). It 
should also include someone independent of the matters.
The Code provides minimum provisions for inclusion in a 
written procedure for this Board.
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Appendix 2

Survey on Income and Living Conditions (SILC)

This appendix contains the following supporting information for Section 4.5 in Chapter 4:

1. The Irish definition of national income used in SILC;

2. The SILC 2008 special module on over-indebtedness and financial exclusion;

3. The selected data variables extracted from SILC 2006 to 2010 for Irish homeowners 

with mortgages; and,

4. SILC sample design and weighting procedure.

1. The Irish definition of national income used in SILC is summarised in Table A2.1 below 

Table A2.1 SILC Irish Household Income Definition and Components

Income Definition and Components Description

Gross Income:
Income details are collected at both a 
household and individual level in SILC. In 
analysis, each individual's income is 
summed up to household level and in turn 
added to household level income 
components to calculate gross household 
income. The components of gross 
household income are Direct Income and 
Social Transfers.

• Direct Income: Employee income:
• Gross employee cash or near cash income;
• Gross non-cash employee income.
Employer's social insurance contributions 
(not included in EU definition).
Gross cash benefits or losses from self- 

employment.
Interests, dividends, profit from capital 
investments in unincorporated business.

Other direct income: • Value of goods produced for own 
consumption (not included in EU definition);

• Pension from individual private plans (not 
included in EU definition);

• Income from rental of property or land;
• Regular inter-household cash transfers 

received;
• Income received by people aged under 16.
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Table A2.1 Continued
Income Definition and Components Description

• Social Transfers: Unemployment benefits (note that this 
includes redundancy payments).
Old-age benefits (note that this includes all 
occupational pensions, retirement lump 
sums and other such social welfare 
payments to those aged 65 and over)

Family/children related allowances: • Maternity/adoptive benefit
• Child benefit
• Single parent allowances

• Carers benefit
Housing allowances: • Rent supplement

• Free phone/electricity etc
• Fuel Allowances

• Exceptional needs payments
Other social transfers: • Survivors' benefits

• Sickness benefits
• Disability benefits
• Education-related allowances

• Social exclusion not elsewhere classified

Disoosable income:
Tax and social insurance contributions are 
also summed to household level and 
subtracted from the gross household 
income to calculate the total disposable 
household income. The components of 
disposable household income are gross 
household income less:

• Employer's social insurance contributions (not 
included in ED definition);

• Regular inter-household cash transfer paid;
• Tax on income and social insurance contributions 

(National definition of income does deduct any 
pension contributions. EU definition deducts 
contributions to state and occupational pensions).

Source: CSO (2010: 89-90)

Notwithstanding the composition of gross and disposable income used by SILC above, 

elsewhere Hulchanski (1995) has argued that the definition of what household income is 

and what is meant by 'income' is crucial for valid calculation of social indicators. For 

example, housing affordability ratios that rely on the easiest to measure form of income (i.e. 

money or cash income from the formal market economy) can fail to be a true measure of 

affordability as they effectively ignore other sources of support, both cash and non-cash by 

which households meet their needs. The economic spheres within which households can 

obtain cash and non-cash resources were identified by Hulchanski and Michalski (1994) and 

were relied upon to the help inform the calculation of income used in the primary survey 

research conducted among MABS clients (see Chapter 4 and Appendix 4). These spheres 

include the domestic economy internal to the household (e.g. income from siblings and 

offspring); the informal economy where income is obtained from extended family and close
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acquaintances); the social economy where income is from neighbourhood and community- 

based groups and agencies; the state economy where income is from welfare entitlements 

and benefits; and, the market economy where income is from employment in the formal 

marketplace for labour. These are illustrated in Figure A2.1 below.

Figure A2.1 The economic spheres within which households obtain cash 
income and non-cash resources or benefits

Source: Based on Davis and Dhooge (1993) and Hulchanski (1995)

2. The SILC 2008 special module on over-indebtedness and financial exclusion (CSO, 
2009, 2010)

Notably, the 2008 special module found one in five (20.3 percent) Irish households in 

arrears on at least one of the following: bank account (overdraft outstanding); credit card; 

mortgage, rent or utility arrears; arrears on other bills and arrears on other loans. The two 

most prevalent forms of arrears reported in 2008 were mortgage, rent or utility arrears (9.4 

percent of households) and an outstanding credit card balance (9.1 percent of households). 

The next most prevalent form was an overdrawn bank account (4.8 percent) while the least 

prevalent forms were arrears on other bills (2.6 percent) and arrears on other loans (2.4 

percent). In terms of mortgage, rent or utility arrears, almost 14 percent of households in
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the lowest income quintile were in arrears compared with just 1.3 percent of the top 

income quintile. Figure A2.2 illustrates the percentage of households in each household 

income quintile with mortgage, rent or utility arrears in SILC 2008.

Figure A2.2 Percentage of households in each household income quintile with mortgage,
rent or utility arrears in SiLC, 2008

%
16

14

12

10 -

2 ^

Quintile 1 <€424.53 Quintile 2 <€687.87 Quintile 3 <€1,125,72 Quintile 4 <€1,1729.64 Quintile 5 >€1,729.64

Source: CSO, SILC (2008)

Within one year the situation had deteriorated significantly as the impact on households of 

the GFC and Ireland's economic crisis deepened. SILC 2009 found almost one quarter of 

households were in arrears, on at least one occasion during the twelve months prior to the 

date of interview, on at least one of the four items included. This was a significant increase 

on the position in 2008 when just over 10 percent were in arrears on at least one item. 

Flouseholds in the lower income quintiles were most impacted by the economic crisis. For 

example, in 2009 more than one third (34.2 percent) of households with a gross weekly 

household income of between €401.68 and €662.02 (second income quintile) had arrears on 

at least one of the four items asked. This compares with 15 percent of households in the 

second income quintile one year earlier. In 2009,17 percent of households with a weekly 

gross income in excess of €1,567.20 (i.e. they were in the highest income quintile) had 

arrears on at least one of the four items included. This compares with less than 2 percent of 

households in the highest income quintile in 2008. Furthermore, in 2009, arrears on 'other
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bills' such as health and education were the most common type of arrears experienced by 

households (at 17 percent of all households). This was followed by utility bill arrears where 

close to 10 percent of households were in arrears.

In 2009, nearly half of all households (48 percent) stated that they would be unable to meet 

an expense of €1,085 without borrowing. In 2008, just over 41 percent of households were 

unable to meet a similar expense (of €985) without borrowing^. Two thirds of households in 

the second income quintile in 2009 were unable to meet an unexpected expense of €1,085 

without borrowing while just over 63 percent of households in the lowest income quintile 

were unable to meet an expense of this size without borrowing. More than 11 percent of all 

households had to go into debt in 2009 to meet ordinary living expenses. This figure was up 

from just over 9 percent in 2008. Households in the second income quintile were most 

exposed with 18 percent stating that they had to go into debt to meet ordinary living 

expenses in 2009.

Also, in 2009, just under 10 percent of households stated they experienced 'great difficulty', 

just over 14 percent experienced 'difficulty' and almost 38 percent experienced 'some 

difficulty' in making ends meet. A similar pattern of results were observed in 2008 when 8.5 

percent stated they 'had great difficulty', 14.2 percent stated they 'had difficulty' and 34.2 

percent 'had some difficulty' in making ends meet. Lastly, in 2009 more than 25 percent of 

households stated that housing costs were a heavy burden, while almost 54 percent stated 

that housing costs were somewhat of a burden. This had risen slightly from 2008 when just 

under 22 percent of households stated that housing costs were a heavy burden and almost 

55 percent stated they were somewhat of a burden. In 2009, just over 21 percent of all 

households stated that housing costs were no burden at all, this figure was down from 23.5 

percent in 2008.

^ The unexpected expense was €985.00 in 2008 and €1,000.00 in 2009. It is calculated at one tweltfth of the EU 
'at risk of poverty' income threshold for the respective years.
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3. The variables extracted from Irish SILC datasets for 2006 to 2010 on homeowners with 
a mortgage

The relevant variables on housing tenure, labour force status, health, poverty position, living 

ability, arrears and debt extracted for Irish homeowner households with a mortgage from 

the ISSDA Irish SILC datasets for 2006, 2007, 2008, 2009 and 2010 used to calculate findings 

presented in Chapter 5 are as follows^:

Labour force status

Variable Description Format (SILC codebook)

No work h Number of persons in the household at work Numeric Values
No_unemp_h Number of persons in the household 

unemployed
Numeric Values

No_othinact_h Number of persons in the household otherwise 
inactive

Numeric Values

No pers h Total number of persons in the household Numeric Values
Pes Principal economic status 1 = At work

2 = Unemployed
3 = Student
4 = Home duties
5 = Retired
6 = Ill/disabled
7 = Other inactive person
8 = Aged <16

Paidwork Did work for payment or profit, even if it was for 1 = Yes
one hour 2 = No

llostat_p Economic status (note that derivation of ILO 1 = In employment
status differs somewhat from official Irish 2 = Unemployed
definition but can be used as a proxy) 3 = Not economically active

Health

Variable Description Format (SILC codebook)

ChronJII Suffer from any chronic illness or condition 1 = Yes2 = No X = Not stated
Hlth_stus General health status 1 = Very Good 2 = Good 3 = Fair 4 

= Bad
5 = Very Bad

IVIed_card Covered by medical card 1 = Yes 2 = No X = Not stated

Source: CSO SILC Codebooks, various years.
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Poverty

Variable Description Format (SILC codebook)

ilaropov60_nat At risk of poverty at 60 percent level using 
national definition of income and National 
equivlance scale

1 = Yes 0 = No

i_eu_aropov60_
oecd

At risk of poverty at 60 percent level using EU 
definition of income and OECD equivalence scale

1 = Yes 0 = No

Conpov_nat_60
(and
Conpov_nat_ll
2 for Site 2010)

In consistent poverty using national definitio of 
bieng at risk of poverty at 60 percent of median 
income AND experiencing two or more forms of 
deprivation from the list of 11.

1 = Yes 0 = No

Depriv_sum 
(Site 2010 only)

The amount of deprivation items being 
experienced by the household

0 to 9+

Living ability

Variable Description Format (SILC codebook)

0ep_debt_hh: Household had to go into debt in the last 12 
months to meet ordinary living expenses

1 = Yes 0 = No

Per_save: Can save some income regularly 1 = Yes 2 = No X = Not stated

Ends_meet: Ability to make ends meet 1 = With great difficulty 2 = With 
difficulty 3 = With some difficulty
4 = Fairly easily
5 = Easily 6 = Very easily

Jnex_exp: Household can afford to pay unexpected 
required expenses

1 = Yes 2 = No X = Not stated

Housing Tenure

Variable Description Format (SILC codebook)

"enstl Tenure status (household level) 1 = Owned
2 = Rented/rent free

"enst2 Tenure status (further breakdown, individual 
level)

11 = Owned outright
12 = Owned with a 
mortgage/tenant purchase 
scheme
21 = Rented at market price
22 = Rented from local authority
23 = Rented below market price 
or rent-free
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Arrears/debt/repavment

Variable Description Format (SILC codebook)

Rent_Arr: Household been in arrears for rent or mortgage 
payments in the last 12 months

1 = Yes
2 = No
3 = Not applicable to household
X = Not stated

Util_Arr: Household been in arrears for payment of utility 
bills in the last 12 months

1 = Yes
2 = No
3 = Not applicable to household
X = Not stated

Hp_Arr; Household been in arrears for fire purchase or 
loan payments in the last 12 months

1 = Yes
2 = No
3 = Not applicable to household
X = Not stated

Repay_Burd: Burden of debt repayment 1 = Repayment is a heavy burden
2 = Repayment is somewhat of a 
burden
3 = Repayment is not a burden at all
4 = Not applicable
X = Not stated

Hous_Cost: Burden of housing costs 1 = A heavy burden
2 = Somewhat of a burden
3 = No burden at all
X = Not stated

Dep_rent_arrhh Household rent or mortgage payments has been 
in arrears in the last 12 months

1 = Yes 0 = No

Dep_util_arrhh Household utility bills have been in arrears in the 
last 12 months

1 = Yes 0 = No

Dep_hp_arrhh Household hire purchase instalments or other 
loan payments has been in arrears in the last 12 
months

l = YesO = No

4. SILC sample design and weighting procedure (CSO, 2010).

A two-stage sample design is used for SILC. This comprises of a first stage sample of 1690 

blocks (or small areas) selected at county level to proportionately represent eight strata 

reflecting population density. Each block is selected to contain, on average, 30 dwellings for 

SILC. The second stage of sampling involved the random selection of one sample and two 

substitute households for each block. In cases where interviewers could not secure an 

interview from the sample household, they systematically approached the two substitute 

households in the selected order (in the same block as the sample household), in order to 

secure a SILC interview. In this manner variations in response by region were controlled. The 

first step in the weighting procedure is the calculation of the household design weights. This 

is the inverse proportion to the probability with which the household was sampled. For SILC,
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the probability of the selection of a household is based on two elements; the probability of 

the selection of a block and the probability of selection of a household within that block.

The design weights were calculated separately for each wave. For cross-sectional or 'wave 1' 

households (who entered the sample in 2010), the design weights were calculated as above 

and adjusted so as to be proportional to the 2010 sample as a whole. No adjustment was 

made for non-response as substitutions were made for non-responding households. For 

longitudinal households (waves 2, 3, 4), base weights were calculated by firstly adjusting the 

personal weights from the previous year for non-response. The Weight Share Method was 

then applied to calculate a base weight for the household. These design weights were then 

adjusted so as to be proportional to the 2010 sample as a whole. In accordance with 

Eurostat recommendation, CALMAR was used to calculate the household cross-sectional 

weights. Benchmark information was used to gross up the data to population estimates. The 

benchmark estimates were based on:

• Age by sex: Individual population estimates are generated from population projections 

from census data. Age is broken down into four categories: 0-14, 15-34, 35-64 and 65 

and over.

• Region: Household population estimates in each of the eight NUTS3 regions are 

generated using Labour Force Survey (LFS) data.

• Household composition: Household composition estimates are also generated from 

the LFS. The following categories are used:

o One adult, no children 

o Two adults, no children 

o Three or more adults, no children 

o One adult, one or more children 

o Two adults, one to three children 

o Other households with children

Due to the 'integrative' calibration method, the personal weight generated in CALMAR is 

eqjal to the household weight. Because there is no individual non-response within a 

hojsehold, the weights for personal cross-sectional respondents aged 16 and over are the 

sane as the overall personal weight.
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Appendix 3

Housing Market Delphi Panel

This appendix contains the following supporting information for Section 4.6 in 

Chapter 4.

1. Copy of correspondence to representatives of Irish mortgage finance 

providers who agreed to become members of the Housing Market Delphi 

Panel;

2. Details of the age, work experience, educational and professional 

qualifications of the Housing Market Delphi Panel members; and,

3. Copy of the online questionnaire used to collate data to determine the initial 

position of the Housing Market Delphi Panel members on the PEST topics and 

themes.

1. Correspondence:

Dear XXXXX,

Thank you for agreeing to become a member of the Housing Market Delphi Panel convened 
for my doctoral research into the subject area of Irish housing market transformation. This 
Delphi panel has been assembled in cooperation with Mr [name withheld] of the Irish 
Banker's Federation who has facilitated my contact with you.

In short, the Delphi method allows a group of informed and experienced individuals, 
regarded as representatives of a particular sector or interest in society, to be invited 
individually to return their personal, rather than simply the institutional, point of view on a 
number of statements or questions related to a particular topic.

This process happens anonymously and nobody other than the convenor of the panel 
(myself) knows its full individual membership or the points of view etc. attributable to any 
panel member. It is important for you to understand that at no point will I disclose your 
identity to any other member of this Delphi panel. All members remain anonymous 
throughout the process. However, I can confirm that all panel members are seasoned 
practitioners within the Irish banking industry and are employed by the organisations listed 
below.

Now that the initial panel has been recruited, I am making contact to confirm the issues that 
are under consideration. These have been selected based on my prior research into the
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topic and have been established using a PEST analysis which focuses on politics, economic, 
society and technology (also set out below).

Stage one in the process requires that I seek to determine the initial positions of the panel 
on these issues and identify areas of agreement and disagreement. This will be done using a 
web-based survey instrument that you will be asked to complete. The survey will comprise a 
series of statements and questions (related to the PEST analysis) that invite you to react by 
way of your degree of agreement or disagreement with them. The survey will record 
(anonymously) the collective point of view of the panel to the questions. Responses are then 
collated and a report will issue to all panel members setting out the spectrum of agreement 
or disagreement within the panel on the survey questions/statements.

The next stage involves a one-to-one semi-structured interview with me to explore reasons 
for disagreement among panel members and to re-evaluate options that may allow a 
consensus opinion to be achieved among the panel. The final stage of the panel's work 
involves each individual agreeing to accept in full, or with qualification, or to reject the 
proposed consensus point of view that may be distilled from the preceding process.

The total amount of time taken to participate in this work will be approximately (a) 15 mins, 
to complete the web-based survey (b) 45 mins, (or less) to undertake the semi-structured 
interview; and (c) 15 mins, to sign off on your acceptance or otherwise of consensus points 
of view in relation to findings - again using a web-based instrument.

I look forward to your participation in this research and thank you in advance for your 
cooperation.

Yours sincerely.

Daithi' Downey

Panel membership represents the following:
Irish Banking Federation; Irish Mortgage Council; Allied Irish Bank p.I.c; Permanent TSB; 
Haven Mortgages Ltd; Bank of Scotland (Ireland); KBC Bank; Irish Nationwide Building 
Society; Ulster Bank Ltd; EBS Building Society; Bank of Ireland Ltd.

Irish Housing Market Transformation: issue formulation using PEST analysis
Politics Economics

• Sensitivity of Irish polity to housing • Globalisation of financial services industry
market issues • De-regulation and new funding models

• Influence of social partnership on Irish for mortgage finance
housing policy • European Economic and Monetary Union

• Financial governance and regulation International and national fiscal and
relating to Irish housing system monetary policy (e.g. ECB/ US Federal

• Planning and development system Reserve/ Irish state)
relationship to Irish housing supply • Labour market transformation

• Entrepreneurial aspects of Irish housing 
system

• Debt-based models of consumption
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Society Technology

• Demographic changes in Ireland (e.g. • Information and Communication
household formation and headship Technology
rates) • New organisational models and changing

• Changes in patterns of housing demand hierarchies
related to net immigration (EU15 + • Decision making and information
accession)

• Changes in patterns of social mobility
• Dominant narrative/discourse on 

lifestyle choice
• Financialisation of housing and lifestyles

• Financial education and competency

2. Details of the age, work experience, educational and professional 

qualifications of the Housing Market Delphi Panel members

Figure A3.1 Age range of Housing Market Delphi Panelist members

Please indicate you age or age range:
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Figure A3.2 Duration of working experience in banking and financial services for 
Housing Market Delphi Panel members

Cumulatively, how long have you working the banking and financial services industry (whether
based in Ireland or abroad)?

< or« 4 years

Figure A3.3 Educational and professional qualifications for Housing Market Delphi Panel members

If you hold degree or equivalent professional qualifications in banking/ finance or other areas,
please tick below as appropriate:
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3 Housing Market Delphi Panel survey questionnaire

TCD Housing Market Delphi Panel Survey

Welcome to the TCD Housing Market Delphi Panel Survey. You are one of 14 persons who have agreed to participate 
in this research, aii of whom will remain anonymous to one another throughout.

Each participant Is a seasoned and senior practitioner within the Irish banking industry and is employed by one of the 
following: Irish Banking Federation: Irish Mortgage Council; Allied Irish Banks p.I.c.; EBS Building Society:
Permanent TSB; Haven Mortgages Ltd; Irish Nationwide Building Society; Ulster Bank, Bank of Scotland (Ireland) Ltd 
and KBC Bank.

The purpose of this survey Is to help determine your initial opinion held on topics identified under the previously 
completed PEST analysis that identified issues of politics, economics, society and technology related to the area of 
Irish housing market transformation. All opinions recorded by panel members will be reported back to you and will 
form the basis of a follow-up interview and discussion with you. Please state your preferred form of interview 
(telephone or face to face) at the end of this survey.

You do not need any preparation to answer these questions and you do not need to consider yourself to be an expert 
in any of the PEST topics to which a question refers.

Instead, please concentrate on giving a response that you feel most accurately reflects your opinion/ point of view/ 
attitude in reply.

Once again, I wish to re-iterate that your responses to this questions will remain completely confidential. Please reply 
to all the questions asked.

Many thanks,

Ddithf Downey

Department of Geography,
TCD

1. Please confirm your name and details in the space provided below:
Name;

Title/ Position: 

Organisation;

L
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Politicis

2. From your own perspective, please rank the following issues within the 
public debate on Irish housing in descending order of importance, with 1 
being most important and 6 being the least important

AffD>r{£abi 

WuaiiTy, &izc a no 
standard
Locaban and type (.€- 
nifal/ urtan/ sutKjrban/ 
ex-iKban^ aparttnant/ 
scml-tfetactiad ctci 

Proximity and aocess to 
social irwT'astfuicturt 
i|eg put!)£ transpart, 
schools etc)

S;ualaainaib>thtY

CtlOfCC

j. lo what extent do you agree that Irish pclitical decision making is highly 
responsive to the performance of the Irish housing market?
I I Sbsngly Disagrac 

I I Disagree

I I Netlher agree n<or disa^ee 

I I Agr<e 

I I Strcngly agre*

4. To what extent do you agree that Irish political decision making on 

housing is predominantly biased towards owner-occupation to the 
detriment of other housing tenures (e.g. rental}?
I I Sbongly Disagree

[ I Pitcjgnpw

I [ Neilher agree nw disagree

□
I I Strcngly >gr«i
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5. To what extent do you agree with the claim that the market works as an 
appropriate guide to best determine all allocative decisions?

I [ Stongly Disagree

□ Disagree

□ Neither agree nor disagree

□ Agree

□ Strongly agree

6. To what extent do you agree that social inequality is necessary to 
encourage entreprenurial risk and innovation which confers competitive 
power and stimulates growth?
□ stongly Disagree

□ Disagree

I I Neither agree nor disagree 

I I Agree 

I I Strongly agree

7. To what extent do you agree that the influence of Irish Social 
Partnership on Irish housing policy and government decision making has 
been positive?
□ stongly Disagree

□ Disagree

[ I Neither agree nor disagree 

I [ Agree 

I I Strongly agree

8. To what extent do you agree that the incentive effects of tax cuts will so 
increase economic activity as to automatically increase tax revenues?

I I stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

D ^9 ree 

I I strongly agree



9. To what extent do you agree that the Irish planning and development 
system is an enabler of the Irish housing market and operates to facilitate 
housing development and supply?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree 

I I Agree

□ Strongiy agree

10. To what extent do you agree that government intervention in the Irish 
housing market to provide affordable housing under Part V of the Planning 
and Development Act, 2000 was unnecessary in principle and counter
productive in practice?

I I Stongiy Disagree

□ Disagree

□ Neither agree nor disagree

□ Ag ree

□ strongly agree

11. From your perspective, please rank the following drivers of the Irish 
housing market during the boom in descending order of importance, with 1 
being most important and 5 being the least important

Stimuiatory 
government poiicy 
(e.g. Section 23 and 
27 tax reiiefs for 
property investment) 
Removai of controls on 
Irish investment 
abroad
Deregulation and de
mutualisation of Irish 
financial institutions 
Role and influence of 
planning system 
Role and influence of 
development industry

mportant (1) 2 3 4 Least important 
(5)o o o o o

o o o o o
o o o o o
o o o o o
o o o o o



12. To what extent do you agree that an injury to one is an injury to all?
□ Stongly Disagree

□ Disagree

□ Neither agree nor disagree 

n *9 ree

I I strongly agree

13. To what extent do you agree that what is good for Wall St is good for 
Main St?
□ stongly Disagree

isagree

I I Neither agree nor disagree

D ^9 ree

□ strongly agree

14. To what extent do you agree that the power of stockholders/ 
shareholders is diminished and unlikely to affect corporate strategy that has 
become used to speculative gains arising from new sectors in the economy 
(e.g. biotech, IT)?

I I stongly Disagree

□ Disagree

I I Neither agree nor disagree 

D *9 ree

□ strongly agree

15. To what extent do you agree that the greater openess to capital flow 
(e.g. Foreign Direct Investment) characteristic of the recent period of 
economic globalisation puts pressure on the Irish state to look to the quality 
of its business climate as a crucial condition for competitive success?

I I stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

D *9 ree 

I I strongly agree



16. To what extent do you agree that the Irish state typically favours the 
integrity of the financial system and the solvency of financial institutions 
over the well-being of the population?
□ Stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

I I Agree

□ Strongly agree

17. To what extent do you agree that the Irish state cannot tolerate any 
massive financial defaults, even when it is the financial institutions that have 
made bad decisions?

I I stongly Disagree 

I I Disagree

□ Neither agree nor disagree 

n ^9 ree

I I strongly agree

18. To what extent do you agree that the explanation for the current 
financial crisis is the role of international hedge funds denying liquidity at a 
point of minor difficulty in the business cycle?
□ stongly Disagree

□ Disagree

I I Neither agree nor disagree

D *9 ree

I I strongly agree

19. To what extent do you agree that the explanation for the current 
financial crisis is too much state intervention?

I I stongly Disagree

□ Disagree

I I Neither agree nor disagree 

I I Agree

□ Strongly agree



20. To what extent do you agree that the explanation for the current 
financial crisis is the corrupt relationships between the state and business 
(so-called 'crony capitalism')?

I I Stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

I I Agree 

I I Strongiy agree

21. To what extent do you agree that financial crises are both endemic and 
contagious under economic globalisation today?

I I stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

I I Agree 

I I Strongly agree

22. To what extent do you agree that better regulatory structures of global 
governance and closer supervision of financial actors is required to solve 
today's financial crisis?

I I stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

I I Agree 

I I Strongly agree

23. To what extent do you agree that the main substantive achievement of 
this period of economic globalisation has been to redistribute, rather than to 
generate, wealth and income?

I I stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

I I Agree 

I I Strongly agree



24. To what extent do you agree that the claim the market is about 
competition and fairness is negated by the extraordinary monopolisation, 
centralisation and internationalisation of corporate and financial power 
today?
□ Stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

I I Agree 

I I Strongly agree



Economics

25. From your perspective, please rank the following drivers of Irish house 
price inflation in descending terms of importance, with 1 being most
important and 6 being the least important

Most important
(1)

2 3 4 5 Least important 
(6)

Growth in real income o o o o o o
Interest rates o o o o o o
Building costs 
(including land prices) o o o o o o
Planning and 
development system o o o o o o
Availability of credit o o o o o o
Demographic change o o o o o o
26. To what extent do you agree that innovations in financial services and 
new kinds of financail markets (e.g. securitisation, derviatives, futures 
trading) have meant, in short, the financialisation of everything?

I I Stongly Disagree 

□ Disagree

I I Neither agree nor disagree 

I I Agree 

I I Strongiy agree

27. To what extent do you agree that financialisation deepens the hold of 
finance over all other areas of the economy, over state apparatus and over 
daily life?

I I Stongiy Disagree 

I I Disagree

I I Neither agree nor disagree 

D *9 ree 

I I strongiy agree



28. To what extent do you agree that over the period since 1996, financial 
liberalisation and speculative investment raised the level of Irish house 
prices above where they otherwise would have been?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree

□ Agree

I I Strongiy agree

29. To what extent do you agree that since 2001 investment in Irish 
housing (e.g. building and constuction) crowded out investment in other 
performing areas of the economy (e.g. the tradable sector)?
□ stongly Disagree

□ Disagree

I I Neither agree nor disagree 

D Ag ree

□ strongly agree

30. To what extent do you agree that financial liberalisation equates with 
reckless and risky lending by financial institutions that is driven by short
term returns and bonuses?
□ stongly Disagree

□ Disagree

[ I Neither agree nor disagree 

I I Agree

□ strongly agree



Most important (1) 2 3 4 Least important 
(5)

o o o o o
o o o o o
o o o o o
o o o o o
o o o o o

31. From your perspective, please rank the following 'financialisation' 
drivers of Irish housing market price inflation in descending terms of 
importance, with 1 being most important and 5 being the least important

Longer term mortgage 
products (i.e. > 20 yrs)
Increased LtV ratios 
( i.e. > 80%)
Avaiiabiiity of 100% +
LtV mortgages 
Avaiiabiiity of 'Interest 
Only' mortgages 
Widening of lending 
criteria limits (e.g. 
based on ratio of 
mortgages service 
cost-to-income, not 
traditional income 
multiples of: x 2.5 +
1)

32. To what extent do you agree that the Irish housing bubble was a result 
of the advent of European Economic and Monetary Union (EMU) that 
substantially reduced the cost of capital (i.e. credit finance) and allowed the 
Irish mortgage finance industry to borrow abroad to onlend to the domestic 
household sector to fund housing investment?
□ Stongly Disagree

□ Disagree

□ Neither agree nor disagree

□ Agree

□ Strongly agree

33. To what extent do you agree that even without the advent of EMU, 
financial liberalisation would still have allowed a significant housing boom in 
Ireland and would have contributed to the creation of an 'asset price 
bubble'?
□ stongly Disagree 

I I Disagree

□ Neither agree nor disagree

□ Ag ree

I I strongly agree



34. To what extent do you agree that monetary policy, as implemented by 
the ECB, can be targeted at preventing dangerous situations arising in any 
individual regional or national housing market?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree

□ Ag ree

□ strongly agree

35. To what extent do you agree that as a result of our membership of 
EMU, Ireland is handicapped in managing potential risks to or economic 
stability arising from housing market changes?

I I Stongiy Disagree

□ Disagree

□ Neither agree nor disagree

□ Agree

□ Strongiy agree

36. To what extent do you agree that fiscal policy instruments and greater 
financial regulation are required to better manage the Irish housing market 
and to prevent dangerous asset price bubbles occuring in future?
□ stongly Disagree

□ Disagree

□ Neither agree nor disagree

□ Agree

□ Strongly agree



37. From your perspective, please rank the effectivesness of the following 
fiscal instruments in managing the potential risks of house market 'bubbles', 
in descending terms of importance, with 1 being most important and 6 being 
the least important

Transaction taxes (e.g. 
stamp duty)
Reducing or eliminating 
income tax allowances 
for mortgage interest 
payments
Reducing or eliminating 
tax reliefs for property 
investment 
Taxation on imputed 
rental income in 
privately owned primary 
residence (this is the 
income that can be 
obtained from the 
property if fully or 
partially rented out)
Taxation on the 
number of properties 
owned by individuals 
Taxation on the value 
of properties owned by 
individuals

38. By July 2009 house prices had fallen by 24 per cent from their peak 
values in early 2007. To what extent do you agree that house prices will 
continue to fall in 2010?

I I Stongly Disagree

□ Disagree

□ Neither agree nor disagree

D ree

I I strongly agree

important
(1)

2 3 4 5
Least important

(6)o o o o o o
o o o o o o

o o o o o o
o o o o o o

o o o o o o
o o o o o o



39. The anticipated decline in house prices in 2010 will take the number of 
borrowers in negative equity up to 196,000 and will include those who 
financed purchases between 2003 and 2009 with high LTVs (Ref: ESRI 
Working Paper No 319). To what extent do you agree that negative equity 
will cause greater default and foreclosure in the Irish housing market?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree

□ Agree

□ Strongly agree

40. From your perspective, please rank the following drivers of the Irish 
housing market collapse in descending terms of importance, with 1 being 
most important and 7 being the least important

Most
, > 2 3 4 5 6

important (1)
Irish buyers lost 
confidence in the 
prospect of future capital 
gains and stopped 
buying
House prices over- 
inifated with reiation to 
earnings and 
unsustainabie 
The downturn in the US 
housing market that 
triggered the worldwide 
'credit crunch'
Irish overexposure to 
risky domestic iending 
for property 
deveiopment that 
precipitates a major 
financial crisis

o o o o o o
Least

important (7)

o

o o o o o o o

o o o o o o o

o o o o o o o

Growing unemployment
and income reduction o o o o o o o
Over-suppiy of housing o o o o o o o
Government fiscai poiicy 
(taxation) changes o o o o o o o



41. To what extent do you agree that in principle, everything can be treated 
as a commodity?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree 

D Ag ree 

I I strongly agree



Society

42. To what extent do you agree that Irish society considers home 
ownership to be the natural way to live?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree

□ Agree

□ Strongly agree

43. To what extent do you agree that Irish society has elevated home 
ownership as the only life-style choice that promises greater freedom and 
choice?

I I stongly Disagree

□ Disagree

□ Neither agree nor disagree

□ Agree

□ Strongly agree

44. To what extent do you agree that Irish society has commodified all 
aspects of home ownership, transforming housing from a social good into 
an asset?

I I Stongly Disagree

□ Disagree

I I Neither agree nor disagree 

CH *9 ree

□ strongly agree



45. To what extent do you agree that home ownership in Irish society is 
increasingly differentiated and segmented on the basis of incomes and 
house prices?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree 

D *9 ree 

I I strongly agree

46. To what extent do you agree that pre-inheritance tansfers of wealth to 
First Time Buyers, based on financial products that release equity from 
housing, will result in an reverse transfer of debt from FTBs to previous 
generations, extended mortgage terms and increased default rates?

I I stongly Disagree

□ Disagree

□ Neither agree nor disagree

□ Ag ree

□ strongly agree

47. To what extent do you agree with the claim that the role of mortgage 
brokers and intermediaries in Irish society during the housing boom 
contributed to possibly fraudulent and incomplete mortgage finance 
applications and risky and reckless lending practices?
□ stongly Disagree

□ Disagree

I I Neither agree nor disagree

□ Agree

□ Strongly agree



48. To what extent do you agree with the claim that the role of sub-prime 
lenders in Irish society during the housing boom contributed to possibly 
fraudulent and incomplete mortgage finance applications and risky and 
reckless lending practices?
I I Stongly Disagree

□ Disagree

□ Neither agree nor disagree 

I I Agree

I I Strongly agree

49. To what extent do you agree that the Irish housing market is a driver of 
social inequality in Ireland?
□ stongly Disagree 

I I Disagree

I I Neither agree nor disagree 

n Ag ree

□ strongly agree

50. To what extent do you agree that the Irish print and broadcast media 
were uncritical of changes in Irish housing and championed the boom with 
lifestyle-focused reality programming?
□ stongly Disagree

□ Disagree

□ Neither agree nor disagree 

I I Agree

□ Strongly agree



51. From your perspective, please rank the impact of the following on any 
likely future reduction in the dominance of home ownership in the pattern of 
Irish housing demand in descending terms of importance, with 1 being most 
important and 6 being the least important

Most important 
(1)

2 3 4 5
Least important

(6)
Impact of net 
immigration o o o o o o
Impact of demographic 
changes o o o o o o
Impact of changes in 
patterns of social 
mobility

o o o o o o
Impact of 'post-boom' 
economic adjustment o o o o o o
Impact of default and 
possession rates in 
home-ownership

o o o o o o
Impact of 'post-boom'
attitudes to home
ownership

o o o o o o
52. To what extent do you agree that society can 
commodification begins and ends?

set boundaries on where

I [ Stongly Disagree

□ Disagree

I I Neither agree nor disagree 

I I Agree

□ Strongly agree

53. To what extent do you agree that something good is bound to turn up?
I I stongly Disagree

□ Disagree

I I Neither agree nor disagree 

D Ag ree 

I I Strongly agree



Technology

54. To what extent do you agree with the claim that the use of information 
and communication technology contributed to possibly fraudulent and 
incomplete mortgage finance applications and to reckless and risky lending 
practices?
□ Stongly Disagree

□ Disagree

I I Neither agree nor disagree 

n *9 ree 

I I Strongiy agree

55. To what extent do you agree with the claim that the ability of financial 
and corporate institutions to use advanced IT systems to move capital 
globally is a factor that undermines an individual state's ability to intervene 
to control capital markets and the flow of funds into local and regional 
property markets?
□ stongly Disagree

□ Disagree

I I Neither agree nor disagree

□ Agree

I I Strongly agree



And lastly, some questions about you...

These questions are optional, but will help me better describe the characteristics of the Housing Market 
Delphi Panel members.

56. Please indicate you age or age range:
I I 20-24

□ 25-29 

I I 30-34 

I I 35-39 

I I 40-44 

I [ 45-49 

[ I 50-54

□ 55-59 

I I 60-64

□ 65 +
Other (please specify exact age)

57. Cumulatively, how long have you working the banking and financial 
services industry (whether based in Ireland or abroad)?

I I < or = 4 years 

I I 5-9 years

□ 10 -14 years

□ 15-19 years

□ 20 -24 years

□ 25-29 years

□ 50 + years



58. If you hoid degree or equivalent professional qualifcations in banking/ 
finance or other areas, please tick below as appropriate:
□ Banking 

I I Finance

I I Accountancy

□
□ Economic

□ Business Studies/ Administration 

I I Management

I I Politics 

I I Sociology

□ Social Sciences (Applied and specialised, e.g. social policy, social research & methodology etc)

□ Natural sciences (e.g. Botany, Zoology, Physics, Geology, Geography)

□ Mathematics 

I I History

□ Languages 

I I Arts

Other (please specify)



Thank You!

You have now completed the survey. Please indicate below your preferred date for the next stage of the 
process, the follow-up interview. Also please indicate your preference for a telephone or face to face 
interview. The interview will take 45 mins and is scheduled for completion in January 2010.

59. Please give your preferred date in January 2010 for your interview:

60. Please give a preferred time (between 09h30 and 16h30) for the 
foliow-up interview to begin.

61. Please select your preferred method of interview
□ Face to face 

I I Telephone

Please confirm the number you wish to be contacted on



Appendix 4

Money Advice and Budgeting Services (MABS): Scoping enquiry; MABSIS 

Dataset; Housing-Costs Survey and Homeowners' Longitudinal Panel

Interviews, 2010 to 2012

This appendix contains supporting information for Section 4.7, 4.8 and 4.9 in Chapter 

4 in relation to the following:

1. The scoping enquiry and pilot questionnaire on Housing Debt issued to the 16 

Dublin-based MABS companies;

2. The analysis of the MABSIS dataset for 2007 and 2008;

3. The MABS Service Users' Housing-Costs Survey and Interview, 2009 to 2010; 

and,

4. The MABS Homeowners' Longitudinal Panel Interview Schedules for second- 

and third-round interviews.

1. The scoping enquiry and pilot questionnaire on Housing Debt issued to the 16 

Dublin-based MABS companies;

A meeting of the coordinators for each of the Dublin-based MABS offices was 

convened in April 2008 to discuss issues and, following agreement, a short pilot 

questionnaire was developed and issued to the MABS coordinators via email (see 

below for a copy of this pilot questionnaire). This questionnaire had two purposes. 

The first was to attempt to retrieve data useful to understanding the extent of the 

housing stress and housing insecurity problems presenting to MABS services.

Second, the survey was an opportunity for each MABS services to give a point of 

view on both the relevance of the survey questions and their capacity to undertake 

this work. The response to the questionnaire was poor, with only four (mostly 

incomplete) returns made, one of which included no data. Dublin-based MABS
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coordinators did return comments indicating constraints on their capacity, 

competency and interest in undertake survey research, as the following extracts 

from returned questionnaires and email illustrate:

7 was about to answer the questionnaire this morning but unfortunately I do 
not have the stats or information you are looking for'.

Coordinator, Liffey South West MABS

'The information requested by the questionnaire is not recorded in our 
statistics. It would be time consuming for us to gather the required details, as 
it would mean the examination of individual files. We are not in a position at 
the moment to assist further due to the volume of our current work'.

Coordinator, Dublin SE MABS

'Sadly, the information would be difficult to collate for many reasons. Firstly, 
many local offices would not be trained sufficiently to design reports to 
gather the data. As mentioned before this could be done at the national level 
with a little more ease. The second difficulty that will arise is the use of 
MABSIS records at a local level. Only general demographic information, age, 
marital status, living arrangements are compulsory when recording clients'.

Coordinator, Finglas/ Cabra MABS

‘We discussed your proposals to us at that meeting to provide you with the 
statistics through a questionnaire and from the MABSIS database and I 
reported the contents of the meeting to my colleagues here in 
Dundrum/Rathfarnham subsequently. I believe the points were made at the 
April meeting that we did not have the resources (and you were not in a 
position to provide such resources) to meet your requirements from each 
service. However, I believe we did say we might consider a questionnaire 
designed to ask no more than six simple questions. I have placed the 
Questionnaire you submitted to a meeting of my colleagues in our 
Dundrum/Rathfarnham service. I regret to advise you that we have concluded 
the obvious position that we do not have the resources provided to meet your 
current Questionnaire'.

Coordinator, MABS Dundrum/ Rathfarnham
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Notwithstanding the above, as the extract below confirms, one respondent did 

confirm that the proposed research was v/oble and gave information on how it might 

be realized via accessing data held centrally in the national MABS database system 

(MABSIS).

'I can confirm that Tallaght MABS is supportive of the proposed research and 
will endeavour to co-operate in any way possible. As one of the founders of 
our national database system, MABSIS, I can confirm that it will be possible to 
gather statistics centrally for the service as a whole in relation to arrears of 
mortgage and rent both private and local authority. We may be able to 
gather some additional information subject to the initial approval of the 
owners of the database, MABS ndl. We will need to discuss the capabilities of 
the system and your requirements in some more detail. This collation of 
statistical data centrally could then be enhanced by case histories made 
available by the local offices'.

Coordinator, Tallaght MABS

Sample copy of the scoping enquiry questionnaire on Housing Debt

Important note - please read this BEFORE answering any questions.

This is a pilot questionnaire. It is being used to 'road-test' a number of questions to determine 
their effectiveness and relevance to generating information on problematic housing debt and the 
risk of housing exclusion and homelessness.

Please provide an answer to all 6 questions asked. If a question is worded in a way that you 
consider inappropriate or less than useful to eliciting the information sought, please provide an 
explanation of why you think so in the space provided.

If there are additional questions that you feel can be posed and answered in a reasonably trouble- 
free way (i.e. the information sought is information that should be held on record by each MABS 
service), then please propose them in the space provided.

Q1 Can you confirm how many active cases are currently 'on your books' in the 12 months to June 
2008 and the number that are on your books longer than 12 months?

Answer:____________________________________________________________

Appropriateness/ usefulness of this question?

Q2 Can you provide a breakdown of these cases by their longevity and location or area?
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Does this suggested table allow you to organise the data to answer this question?

Length of Case Number of Cases Location/ area Postcode (or other local 
identifier)

0-3 months
3-6months
6-9 months
9-12 months
> 12 months

Appropriateness/ usefulness of this question?

Q4 Over the 12 months to June 2008, can you provide the number of cases of households in 
arrears* in relation to housing costs* in aii housing tenures (i.e. private and social rental and 
owner-occupied housing)?

(*Note; Arrears is taken to mean one or more missed payment(s) in a 12 month period prior to the 
household presenting to MASS; housing costs are rent and mortgage payments made in full, or 
contributions to same)

Length of 
Case

Number 
of Cases

Private
Rental

(incl. 
lodgings, 

hostels and 
B&Bs)

Social
Rental

(i.e. local 
authority or 

housing 
association)

Owner-
occupied
1

(Mortgaged 
with prime 
lender)

Owner- 
occupied 2

(Mortgaged 
with sub
prime lender)

Owner- 
occupied 3

(Affordable
Housing
Scheme)

Owner-
occupied
4

(Shared
Ownership
scheme)

Total*

0-3
months

*

3-6months
6-9
months
9-12
months
> 12
months

(*Note: calculate this total per length of case only i.e. the total number of cases in arrears due to 
housing costs for 3 or less months, for 3 to 6 months etc)

Appropriateness/ usefulness of this question?

Q4 (a) How many households in the total column above are in arrears due to housing costs only and 
how many have those multiple arrears (i.e. additional to housing costs)?

Length of Case Number of Cases
in Arrears

Housing Debt only

Number of Cases with Multiple Arrears 
(incl. credit and store cards, HP, legal and illegal 

money lenders etc)
0-3 months
3-6months
6-9 months
9-12 months
> 12 months

Appropriateness/ usefulness of this question?
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Q5 Can you provide the number of households from Q4 and 4 (a) vt/ho are currently being 
threatened with repossession or eviction*?

(*Note: Any written correspondence from a landlord giving notice to quit or threatening same due to 
arrears or any correspondence from a mortgage lender initiating a possession procedure through the 
courts or intention to do so)

Length of Case Number of Cases
Threatened with eviction

Number of Cases threatened 
with possession

0-3 months
3-6months
6-9 months
9-12 months
> 12 months

Appropriateness/ usefulness of this question?

Q6 Can you provide the number of households who are/ were your client that have been evicted or 
repossessed as a result of housing debt in the 12 months to June 2008?

Length of Case Number of Cases
Evicted in 12 months to June

2008

Number of Cases Repossessed in 12 
months to June 2008

0-3 months
3-6months
6-9 months
9-12 months
> 12 months

Appropriateness/ usefulness of this question?

Q6 (a) This question is to enquire if you CAN provide the following details about the composition 
and profile of each household in each of the cases of eviction and repossession?

Note: Unless you have this information easily and readily available to provide as an attachment to this 
questionnaire when returned, please simply answer YorN against the bullet points below to indicate 
whether or note you have this information recorded by your service

For cases of eviction and/ or repossession, 
can you provide the following detilals?

Yes No

Household composition
(e.g. family status, numbers in household and dependents)
Nationality of household
Details on the extent (period and value) of housing debt
Details on the type of housing debt (e.g. type of mortgage finance and lender)
Details on the employment status of household
Details on the income (gross) of household
Details on outcome or result of eviction/ repossession

Q7 What other questions do you feel should be posed to illustrate and confirm risks of housing 
exclusion and homelessness arising from housing debt?
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Prompt: for example should we enquire as to how housing debt is resolved (i.e. 'forced' sale of house, 
voluntary surrender) and the consequences etc of it for individuals within households? Is it possible 
for your service to provide this information?

Q8 How long did it take for you to answer these questions and complete the questionnaire? Piease 
state your opinion on the ease/ difficulty you experienced when collating this information.

Please give your name, position/ title and contact details below:

Name;
Title:
Contact details:

Many thanks for taking the time to complete this questionnaire. Please return the details via email to:

Mr Daithi Downey, Department of Geography, TCD at dadownev&tcd.ie

Mr Downey is a doctoral candidate (part-time) with TCD engaged in research on housing market 
transformation in Ireland. This pilot questionnaire forms part of his research enquiry. The information 
contained in this pilot questionnaire is confidential.

Mr Daithi Downey is also Deputy Director and Head of Policy and Service Delivery at the Homeless Agency 
Parkgate Hall, 6-9 Parkgate St, Conyngham Road, Dublin 8. You can contact him on 
daithi.downev^dubiincitv.ie

2. MABSIS dataset analysis, 2007 to 2008;

In order to interrogate the capacity of the MABSIS database, a set of initial questions 

were agreed with MABS ndl. Questions were posed to identify new trends in relation 

to the extent of new MABs clients presenting with problematic housing debt and the 

type, or indeed types of debt, they are in and the creditor category to which they 

owe these debt(s). Specifically, the questions posed aimed to:

• Confirm whether, since 2007, there had been an increase in new MABS 

clients reporting mortgage debt, arrears and repossessions as a result of the 

impact of the economic downturn in Ireland;

• Confirm the demography and socio-economic profile of new MABS clients 

with problematic housing debt; and.
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• Confirm the regional areas within which growth in the rate of new clients 

were presenting could be demonstrated and to investigate the relationship 

with uneven unemployment growth rates nationally.

• Confirm the arrears management and operations of both prime and 

subprime mortgage lenders.

MABS ndl subsequently returned an anonymised Excel file with data in various 

categories related to MABS client's age groups, marital status, household 

composition and income source. However, these data were insufficient to address 

the questions posed. Another period of negotiation and discussion was concluded 

with MABS ndl, resulting in the provision of Excel spreadsheets containing the 

anonymised database of all MABS clients for 2007 and 2008 comprising data in the 

following MABSIS data fields:

Client MABSIS ID,

Client start date.

Marriage value.

Age value.

Gender value.

Living value.

Income source 1,

Income source 2,

Client's county.

Lines 3 and 4 of client's address.

Client debt type and creditor category.

The Excel spreadsheets contained data in certain MABSIS data fields in literary forms 

and was not easily manipulated for statistical purposes. Therefore the spreadsheets 

were converted into SPSS format and, where required, data was transformed into 

numeric form by recoding the database to convert the fields from literary into 

numeric form. Presenting the data in numeric format transforms the fields into
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variables with values and allowed for an array of statistical analyses to be run^. 

Findings from the MABSIS database confirmed the rise in the number of clients 

accessing MABS services for all types of debts between 2007 and 2008, with the 

most noted increase being for clients whose 'living condition' was labelled under 

'mortgage', and who were accessing MABS services for assistance and advice with 

problematic mortgage debt. These households rose from 2,624 in 2007 (22 percent 

of all new MABS clients) to 4,283 in 2008 (30 percent of all new MABS clients). The 

number of new mortgage debts reported on MABSIS also rose from 3,899 debts in 

2007 (23.3 percent of all debt categories) to 6,994 debts in 2008 (34.4 percent of all 

debt categories). Also, for the debt type recorded as 'subprime mortgage', the 

number of new clients rose from three in 2007 to 51 in 2008 (the full findings arising 

from the analysis of the MABSIS dataset are set out below).

Although some interesting points were retrieved from the analysis, unfortunately a 

large number of the questions originally posed could not be answered. For example, 

a portrait of the location of new MABS clients with rent or mortgage difficulties 

could not be built as although an assessment of their county location could be done, 

the address lines three and four data fields in the MABSIS database had some 

obvious data errors, and often lacked any information useful to build an more 

accurate portrait of the location of MABS clients in terms of their urban or rural 

location. It was subsequently confirmed that in order to build an accurate profile of 

client location, the local MABS 'office' information held in each client's case file 

would be required from each local MABS office.

Also there was a deficit of complete data on the following: clients' employment and 

education status, household income (i.e. if dependents had an income), on the stage

^ It was soon realised that the MABSIS database would only support a series of frequency analyses 
(i.e. the number of the clients in each data field- such as the number of clients with mortgage debts) 
of each variable in both the 2007 and 2008 databases. Cross-tabulation of various fields was 
attempted and did produce some results relevant to the assessment of the demographic profile of 
MABs clients. In addition, a variable was created to allow clients be grouped into the month in which 
they became a MABS client. This allowed for frequencies and bar charts to be run demonstrating the 
number of new MABS clients each month and allowed confirmation of which months experienced the 
largest increase in new MABs clients in 2007 and 2008.
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of debt clients were at in terms of legal proceedings and the actual total number of 

problems debts faced by clients. Additionally, the MABSIS database provided did not 

contain complete data on the extent of the debt client's faced, and whether they 

were in arrears with this debt. Another obvious problem discovered in the MABSIS 

database was that a MABS client can be recorded several times with each type or 

category of debt they have (i.e. consumer debt, utility debt, mortgage arrears etc). 

Numerous entries led to duplication in the dataset and reduced the quality of 

statistical analysis that could be completed until they were removed^. Although 

there were large gaps in the data presented, some relationships were found in the 

data and data of some statistical usefulness were noted.

Findings arising from the analysis of the MABSIS dataset for 2007 and 2008

There were some very obvious differences reported in the data, especially in terms 

of the large increase of clients accessing MABS services due to mortgage debt in 

2008.

• An increase in the number of MABS clients was recorded between 2007 and 

2008. The number of clients rose from 11,765 people in 2007 to 14,178 

people in 2008, an increase of 2,413 clients. The number of recorded debts 

amongst clients increased from 16,776 to 20,330 in 2008, an increase of 

3,554 recorded debts.

• In both 2007 and 2008 the marital status of the majority of clients was 

reported as 'single' (with 3,103 clients in 2007 and 3,441 in 2008, see Table 

A4.1 below).

On one occasion, the same client was recorded on sixteen different entries within the MABSIS 
database.
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Table A4.1 The marital status of MABS clients, 2008
Marital Status recorded on MABSIS Number of

Households
Percentage

Couple 423 3%

Couple with children 957 6.7%

Divorced 115 0.8%

Divorced with children 199 1.4%

Married 811 5.7%

Married with children 2,965 20.9%

Not known 200 1.4%

Separated 533 3.8%

Separated with children 1,599 11.3%

Single 3,441 24.3%

Single with children 2,595 18.3%

Widowed 195 1.4%

Widowed with children 145 1%

Total 14,178 100%

• A change in the marital status of all MABS clients was noted from 2007 to 

2008. In 2007, household's categorised as 'single with children' were the 

second largest group (2,361), followed by households categorised as 'married 

with children' (1,994). In 2008, this changed and households categorised as 

'married with children' became the second largest group (2,965) followed by 

households categorised as 'single with children' (2,595).

• There was an increase in male heads of households among new clients, rising 

from 4,589 in 2007 (39 percent of service users) to 6,171 in 2008 (44 percent 

of service users). In 2007, the number of female heads of households 

reported as clients was 7,176 in 2007 (61 percent of service users) and 7,981 

in 2008 (56 percent of service users). The majority of service users were over 

26 years of age in 2008 (52.6 percent aged between 26 and 40 years and 33.2 

percent aged between 41 and 65 years).

• There was an increase in clients with mortgage debts. Households 

categorised as having mortgage problems rose from 2,624 in 2007 (22 

percent of MABS clients) to 4,292 in 2008 (30 percent of MABS clients). The 

number of mortgage debts reported also rose, with 3,899 reported in 2007 or
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(23.3 percent of the overall number of debts) to 6,994 recorded in 2008 (34.4 

percent of the overall number of debts) (See Table A4.2)

Table A4.2 The MABSIS 'living value' categories, 2007 and 2008

MABSIS 'living value' Number of Households, 2007 Number of Households, 2008
category (and Percentage) (and Percentage)

Homeless 24 0.2% 27 0.2%
Hostel 44 0.4% 31 0.2%
Mortgage 2,624 22.3% 4,292 30.3%
Other 840 7.1% 847 6%
Owned 650 5.5% 706 5%
Rented (Local 
Authority) 2,889 24.6% 3,054 21.5%

Rented (Private) 3,498 29.7% 3,830 27%
Residential 34 0.3% 24 0.2%
Shared Ownership 66 0.6% 69 0.5%
Sheltered Housing 
Scheme 43 0.4% 60 0.4%

Social Housing
Scheme 133 01.1% 138 1%

Tenant Purchase 43 0.4% 36 0.3%
Living with parents 877 7.5% 1,064 7.5%
Total 11765 100% 14178 100%

The majority of mortgage debts were recorded as being to the creditor 

category 'banks/financial institutions'. These rose from 376 in 2007, to 846 in 

2008. The number of debts recorded under the 'subprime mortgage' 

category rose from 3 in 2007 to 51 recorded debts in 2008. The number of 

debt types recorded as 'subprime other' rose from 16 in 2007 to 117 in 2008. 

The largest debt type recorded by MABS clients in 2008 was a utility debt 

(4,619 instances).

The majority of MABS clients in 2008 were from Dublin. Table A4.3 gives the 

location of households as recorded on the MABSIS database.
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Table A4.3 Location of MABS clients in 2008

County/Place of Residence Number of Households Percentage

1 Carlow 350 2.5%
2 Cavan 266 1.9%
3 Clare 317 2.2%
4 Cork 1231 8.7
5 Derry 5 .0%
6 Donegal 398 2.8%
7 Down 23 .2%
8 Dublin 3,813 26.9%
9 Galway 797 5.6%
10 Kerry 579 4.1%
11 Kildare 466 3.3%
12 Kilkenny 345 2.4%
13 Laois 323 2.3%
14 Leitrim 116 0.8%
15 Limerick 572 4%
16 Longford 146 1%
17 Louth 348 2.5%
18 Mayo 284 2%
19 Meath 532 3.8%
20 Monaghan 146 1%
21 Offaly 172 1.2%
22 Roscommon 180 1.3%
23 Sligo 181 1.3%
24 Tipperary 612 4.3%
25 Tyrone 1 .0%
26 Waterford 646 4.6%
27 Westmeath 312 2.2%
28 Wexford 449 3.2%
29 Wicklow 556 3.9%
30 UK 2 .0%
31 Unknown 10 0.1%
Total 14,178 100.0
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3. The MABS Service Users' Housing-Costs Survey: Survey Flyer

c* ma!>s
Money Advice & Budgeting Service

Housing Costs Survey
Please take 15 mins to 

Help us Help You.
What is this about?

Through no fault of their own, more and more people have difficulties paying for their housing 
and are contacting MABS for advice and assistance. We are now conducting a telephone survey to 
find out more about how much people are paying for their housing today.

Who is doing this study?
An independent researcher is conducting the survey.

What is involved in taking part?
If you agree to take part, you will receive a phone call from the researcher at an agreed time and 
date. You will be asked a small number of questions about your housing costs and your current 
circumstances. The survey should not take more than 15 minutes to complete.

Is this survey confidential?
Yes, the survey is completely private and confidential. Any information you give will remain 
absolutely anonymous.

When is this happening?
The survey is taking place from 19*^ October 2009.

How does this survey help MABS?
By agreeing to take part in this survey you will be providing us with valuable information that we 
need to help us develop a better service for you and others who contact MABS.

What do I need to do next?
A MABS money adviser will invite you to take part in the survey. If you agree, s/he will pass your 
name and contact number to the researcher who will call you and arrange a time that suits you.

If you wish to participate, you can help by looking at the questions on the next page and 
preparing answers to them. This will help shorten the amount of time you need to

complete the survey.
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Quick Guide to the MABS Housing Costs Survey
This is a guide to the questions that will be asked in the Housing Costs Survey.

If you answer these questions before the phone call, it will be quicker and easier to
complete the survey.

If you are renting vour home:
Do you rent on your own or with other people?__________
How often do you pay rent?__________
What is your rent payment? €________
What is the total rent for your home? €________
This includes the following: (please tick 0)

□ Utility costs (e.g. gas, electricity, telephone) □ Food
□ Management charges □ Waste charges/bin tax

Is your landlord a private individual or company / a local authority / a housing association? 
(Please delete as appropriate)

If you are buying vour home:
Top tip: You should have received an annual statement for 2008 from your mortgage lender 
that will contain most of this information.

What month and year did you buy your current family home?_________________
What was the price of your home? €_____________And how much of that price did the
mortgage cover?________ %
How many years is the mortgage for?_________
How much was your last payment on this mortgage? €_________________
Does your mortgage have a fixed OR variable APR (annual percentage rate of interest)? 

(Please delete as appropriate)
How much is the current rate of interest (APR) on your mortgage_______ %
What lender is your primary mortgage with_________________________(i.e. name of bank
or building society)

Did you subsequently take out another mortgage or a top-up loan to release equity from 

your home? Yes / No. (If Yes, please tick the reason why 0)
□ I used the money for an investment
□ I used the money for home improvements
□ I used the money for personal expenditure
□ I used the money to assist a child/relative to purchase a home

How much did you take out in equity release? €_________ And when?___________

How much do you pay in life assurance, home insurance and other costs required by your 
mortgage lender? €_________

per year
Your Household Income
How much is your total gross household income? €____________
How much is your total net household income (i.e. after tax)? €_________________
Is this weekly, fortnightly, every 4 weeks, monthly or yearly? (Please delete as appropriate) 
Has your household income gone up or down since this time last year?

□ Yes, it has gone up □ Yes, it has gone down □ No change
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3a. The MABS Housing-Costs Survey questionnaire

HousingCostsSurveyMABSclientsQtr42009

1. Your housing tenure type

Hello!
My name is Dalthi Downey.
I am an independent researcher calling on behalf of your local MABS office / MABS national helpline. 
I am carrying out a survey into the housing costs of their clients 
I spoke to (name Money Adviser) and s/he gave me your number.
You said you would take part in our housing costs survey.
OK?
[Yes, OK.]
This will take about 15 minutes to do.
Ok?
All the information you give me will be confidential and will only be used for this survey.
[Yes, OK.]
Ok, let's begin then....

1. [NOTE: Put the person's details here]
Name I
Phone number F

MABS office

Money Adviser |

Urban District City 

Urban District County 

Rural Townland 

County

2. Are you:
Renting your home?

Buying your home with a mortgage?

Or do you own your family home outright (i.e. no mortgage payments)?

Page 1
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HoiJSingCostsSuiveyMABSdientsQtr42009

1. How often do you pay rent?

o fortrtgrey

wonn-j

Qo«r :pe2K SPecfV'

I
2. Hew much rent de you pay? [HOTE: f-ct an otiowcr]

3. Deci voui lent payincat iielude any »f the foller/in'ii... [NOTE: icad options out loud]

r~i°*
I I tiecTC5>

□
I I "BWtMWe 

I I BTcalbarc interiet ac»ss 

I I Mar»aerm« cJnrges

□ Food
I I VJase cfiaQK lUn Cui

□ are :pEzse ^eetj)

4. Is ycur landord... [NOTE: read options aloud]

o a pritaCe lOIvlilia

a pTifBte OTiai^

o a Iocs aiitwiTi

o a tiojslna is90c atm laomr^Bd rousro boe'i

o 0«^cr ;pieue apccfV>

I
5. Have yoj missed a rent payment |in part or h fu I) at any titne since the beginning of 
2009?

O'"”

O'*
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HousingCostsSurveyMABSclientsQtr42009
6. Still thinking about your rent payments, can you say what your current situation is? 
[NOTE: get an anwser]

Up-to-date with payments 

Missed 1 payment in part and in arrears 

Missed 1 payment in full and in arrears 

o Missed more than 1 payment in part and in arrears 

Missed more than 1 payment in full and in arrears

4. Renting your home - renting with others

1. How often do you pay rent?

weekly

fortnightly

monthly

Other

2. How much rent do you pay? [NOTE: get an answer]

3. What is the total rent paid for your home? [PROMPT: that is, the total rent shared 
between you and the other people you house-share with] [NOTE: get an answer]

4. Does your rent payment include any of the following [NOTE: read through options 
out loud]
I [ Gas

□ Electricity 

I I Water

I [ Telephone

□ Broadband internet access

□ Management charges 

I I Food

□ Waste charges (bin tax)

□ Other (please specify)
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HousingCostsSurveyMABSclientsQtr42009
5. is your landlord... [NOTE: read out]

o a private individual 

o a private company 

o a local authority

a housing association (approved housing body) 

o other (please specify)

6. Have you missed a rent payment at any time since the beginning of 2009?

o
O

Don't know

7. Still thinking about your rent payments, can you say what your current situation is?

Up-to-date with payments 

o Missed 1 payment in part and in arrears 

o Missed 1 payment in full and in arrears 

o Missed more than 1 payment in part and in arrears 

o Missed more than 1 payment in full and in arrears

5. Buying your home - part 1

I'm now going to ask some questions about when you bought your family home and how much you borrowed.

1. What year did you buy your current family home?
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HousingCostsSurveyMABSclientsQtr42009
2. What month did you buy your current family home?

o January

o February

o March

o April

o May

o June

o July

o August

o September

o October

o November

o December

o Can't remember

3. Were you a first time buyer when you took out the mortgage on your current family 
home?

O 
0““ 

o Don't know

4. Is this a single income or joint-income mortgage loan? [PROMPT: that is, did you buy 
on your own or with someone else, like your partner or a family member]

Single income

o Joint income 

o Don't know

Other (please specify)

5. What was the price of your current family home when you bought it?

6. What was your gross household income when you bought this home? [PROMPT: 
that is, your household's income before tax] [NOTE: if they only know a regular income 
or after tax income, write this in the box]
Euro

Punt
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1. Did you take out a 100+% mortgage when you bought your current family home?

o
O “
o Don’t know 

o other (please specify)

2. If yes to the above, what percentage above the price of your family home did you 
borrow?

101-105 per cent 

106-110 per cent 

111-115 per cent 

over 115 per cent

Other (please specify)
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HousingCostsSurveyMABSclientsQtr42009
3. Did you use a mortgage broker to help you find and get approvai for your 100+% 
mortgage ioan?

O
O

Don't know

Other (please specify)

4. What was the reason you chose to borrow a 100+ % mortgage loan? [PROMPT: You 
can give more than one reason OR PROMPT Were there any other reasons?]

I I I was offered it

□ Prices were rising (generally)

I I The price of my home rose because I was bidding against another party 

I [ I had no savings for a deposit

□ ' wanted to spend my savings elsewhere

had to pay rent elsewhere for a period

□
□
□
□
□

wanted it to spend on repairs and other building work needed to renovate my home (e g new central heating system, home 

insulation, replacement windows, attic conversion etc)

[ [ This type of mortgage loan was my only option

□ I did not want to wait for another mortgage approval elsewhere

□ Other (please specify)

wanted it to pay stamp duty on my home

wanted it to pay my estate agent fees

wanted it to pay legal/ solicitor's fees

wanted it to spend on fitting out my home (e g. new kitchen, bathroom, home entertainment system) 

wanted to spend it furnishing my home (e g. chairs, sofa, tables, beds, lamps, kitchen utensils etc)

7. Buying your home - part 2

1. How many years is the mortgage on your family home for?

2. Does your mortgage have a fixed OR variable APR (annual percentage rate of 
interest)?

Fixed APR 

Q Variable APR
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HousingCostsSurveyMABSclientsQtr42009

8. APR - fixed rate

1. What is the rate of APR (%) ?

2. How long is your mortgage fixed for ?

o 1 year

o 2 years

o 3 years

o 4 years

o 5 years

o 6 years

o 7 years

o 8 years

o 9 years

o 10 years

o More than 10 years

If more than 10 years, please state how long here

9. APR - variable rate

1. What is the rate of APR (%)?

2. Is it a tracker mortgage? [NOTE: that is, the interest rate is tied to the European 
Central Bank (ECB) interest rate]

O
Qno

Don't know

10. Buying your home - part 3
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HousingCostsSurveyMABSclientsQtr42009
1. Did you use a mortgage broker to help get mortgage approval?

Yeso 
o 
o

other (please specify)

No

Don't know

2. Who did you get the mortgage from (to buy your current family home)?
□ Building society 

I I Bank

□ Local authority 

I I Credit union

I I Sub-prime mortgage lender

□ Insurance company 

Other (please specify)
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HousingCostsSurveyMABSclientsQtr42009
3. What is the name of the mortgage lender for your mortgage on your home?

ACC Bank 

O AIB

Bank of Scotland (Ireland)

Bank of Ireland 

Barclays

EBS Building Society 

First Active

GE Capital Woodchester Home Loans Ltd/ GE Money

Haven Mortgages

Halifax

ICS Building Society 

Irish Life & Permanent TSB 

Irish Nationwide Building Society 

MB Homeloans (now KBC Homeloans)

KBC Homeloans (formerly IIB Homeloans)

LIyods

National Irish Bank 

National Westminster Bank 

Nua Homeloans 

Permanent TSB 

Royal Bank of Scotland 

Seniors Money 

Springboard Mortgages 

Start Mortgages 

Ulster Bank Mortgages 

Other (please specify)

4. Did you subsequently take out another mortgage or a top-up loan to release equity 
from your home?

o
o
o

Yes

No

Don't know
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HousingCostsSurveyMABSclientsQtr42009
11. Buying your home - part 4

1. In total, how much was your last payment on your family home mortgage or 
mortgages?

2. Does this amount include insurance?

o 
o

Yes

No

3. How much do you pay in life assurance and home insurance? [PROMPT: these are 
required products for a typical mortgage loan - you may have bought them from 
another financial institution]

4. Have you made a late payment on your family home since the beginning of this year?

O
O

Don't know

Other (please specify)

5. Have you missed a whole payment or part of a payment on your family home since 
the beginning of this year?

o 
o 
o

other (please specify)

Yes

No

Don't know

6. Still thinking about mortgage repayments on the family home (including second and 
further mortgages), are you currently up-to-date with payments or in arrears?

Up-to-date with payments

Missed one payment (in part or in full) and are now in arrears 

Missed more than one payment (in part or in full) and In arrears 

Other (please specify)

12. Second charge on family home
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I'm now going to ask you questions about the additional mortgage products or top-up loans you may have registered 
against the value of your family home.

1. When you borrowed this second mortgage or top-up loan, was it from the same 
lender who gave you the original mortgage for the family home?

O
Qno

Don't know

2. If No to Q1 above, what is the name of the mortgage lender from whom you took a 
second (equity release) mortgage or top-up loan on your home?
Q ACC Bank

O aib

Bank of Scotland (Ireland)

Bank of Ireland 

Barclays

EBS Building Society 

First Active

GE Capital Woodchester Home Loans Ltd/ GE Money

Haven Mortgages

Halifax

ICS Building Society 

Irish Life & Permanent TSB 

Irish Nationwide Building Society 

MB Homeloans (now KBC Homeloans)

KBC Homeloans (formerly IIB Homeloans)

LIyods

National Irish Bank 

National Westminster Bank 

Nua Homeloans 

Permanent TSB 

Royal Bank of Scotland 

Seniors Money 

Springboard Mortgages 

Start Mortgages 

Ulster Bank Mortgages
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other (please specify)

3. When did you take out this second mortgage or top-up loan?

4. How much was this second mortgage or top-up loan for?

5. What did you use the money from the second mortgage or top-up loan for?
□ Gift to child/ relative/ friend to purchase a home 

[ I An investment in the stock market

□ An investment in bonds 

I I An investment in gilts (governent bonds)

[ I An investment in commercial property 

I [ Payment for a commercial property

□ An investment in residential property

□ Payment for a residential property 

[ I Home improvements

□ Personal expenditure (e g a holiday)

□ Pay off debts

I I Consumer durables (e g a motor vehicle)

Other (please specify)

Yes

No

6. Have you subsequently taken out another equity release mortgage or top-up loan 
against the value of your family home (i.e. a third mortgage)?

o 
o

Don't know

13. Third charge on the family home

1. When you borrowed this third mortgage or top-up loan, was it from the same lender 
who gave you the original mortgage for the family home?

o 
o

Don't know

Yes

No
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2. If No to Q1 above, what is the name of the mortgage lender from whom you took a 
third (equity release) mortgage or top-up loan on your home?
Q ACC Bank

Qaib

Bank of Scotland (Ireland)

Bank of Ireland 

Barclays

EBS Building Society 

First Active

GE Capital Woodchester Home Loans Ltd/ GE Money

Haven Mortgages

Halifax

ICS Building Society 

Irish Life & Permanent TSB 

Irish Nationwide Building Society 

MB Homeloans (now KBC Homeloans)

KBC Homeloans (formerly MB Homeloans)

LIyods

National Irish Bank 

National Westminster Bank 

Nua Homeloans 

Permanent TSB 

Royal Bank of Scotland 

Seniors Money 

Springboard Mortgages 

Start Mortgages 

Ulster Bank Mortgages 

Other (please specify)

3. When did you take out this third (equity release) mortgage or top-up loan?

4. How much was this third (equity release) mortgage or top-up loan for?
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An investment in the stock market 

An investment in bonds

HousingCostsSurveyMABSclientsQtr42009
5. What did you use the money from the third (equity reiease) mortgage or top-up loan 
for?
□ Gift to child/ relative/ friend to purchase a home

□
□
[ I An investment in gilts (governent bonds)

□ An investment in commercial property

□ Payment for commercial property

□ An investment in residential property

□ Payment for a residential property 

I I Home improvements

□ Personal expenditure (e g a holiday)

I I Pay off debts

I I Consumer durables (e g a motor vehicle)

Other (please specify)

Yes

No

6. Have you subsequently taken out another equity release mortgage or top-up loan 
against the value of your family home (i.e. a fourth mortgage)?

o 
o

Don't know

14. Fourth charge on the family home

1. When you borrowed this fourth mortgage or top-up loan, was it from the same lender 
who gave you the original mortgage for the family home?

o
o
o

Yes

No

Don't know
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2. If No to Q1 above, what is the name of the mortgage lender from whom you took a 
fourth (equity release) mortgage or top-up loan on your home?
Q ACC Bank

Qaib

Bank of Scotland (Ireland)

Bank of Ireland 

Barclays

EBS Building Society 

First Active

GE Capital Woodchester Home Loans Ltd/ GE Money

Haven Mortgages

Halifax

ICS Building Society 

Irish Life & Permanent TSB 

Irish Nationwide Building Society 

MB Homeloans (now KBC Homeloans)

KBC Homeloans (formerly IIB Homeloans)

LIyods

o
o
o
o

National Irish Bank 

National Westminster Bank 

Nua Homeloans 

Permanent TSB 

Royal Bank of Scotland 

Seniors Money 

Springboard Mortgages 

Start Mortgages 

Ulster Bank Mortgages 

Other (please specify)

3. When did you take out this fourth (equity release) mortgage or top-up loan?

4. How much was this fourth (equity release) mortgage or top-up loan for?
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5. What did you use the money from the fourth (equity release) mortgage or top-up ioan 
for?
□ Gift to child/ relative/ friend to purchase a home

□
□

An investment in the stock market 

An investment in bonds

□ An investment in gilts (governent bonds)

□ An investment in commercial property

□ Payment for commercial property

□ An investment in residential property

□ Payment for a residential property

□ Home improvements

□ Personal expenditure (e.g. a holiday)

□ Pay off debts

□ Consumer durables (e g. a motor vehicle) 

Other (please specify)

6. Have you subsequentiy taken out another equity release mortgage or top-up loan 
against the value of your family home (i.e. a fifth mortgage)?

o 
o 
o

Yes

No

Don't know

15. Fifth charge on the family home

1. When you borrowed this fifth mortgage or top-up loan, was it from the same lender 
who gave you the original mortgage for the family home?

o
o
o

Yes

No

Don't know
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ACC Bank 

AIB
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2. If No to Q1 above, what is the name of the mortgage lender from whom you took a 
fifth (equity release) mortgage or top-up loan on your home?

o 
oo Bank of Scotland (Ireland)

Bank of Ireland 

Barclays

o EBS Building Society 

o First Active

GE Capital Woodchester Home Loans Ltd/ GE Money 

o Haven Mortgages 

o Halifax

o ICS Building Society 

o Irish Life & Permanent TSB 

o Irish Nationwide Building Society 

o IIB Homeloans (now KBC Homeloans) 

o KBC Homeloans (formerly IIB Homeloans)

LIyods

National Irish Banko
o
o
o

National Westminster Bank 

Nua Homeloans 

Permanent TSB 

Royal Bank of Scotland 

Seniors Money 

Springboard Mortgages 

o start Mortgages 

o Ulster Bank Mortgages 

Other (please specify)

3. When did you take out this fifth (equity release) mortgage or top-up loan?

4. How much was this fifth (equity release) mortgage or top-up loan for?
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5. What did you use the money from the fifth (equity release) mortgage or top-up loan 
for?
□ Gift to child/ relative/ friend to purchase a home

□ An investment in the stock market

□ An investment in bonds

□ An investment in gilts (governent bonds)

□ An investment in commercial property 

I [ Payment for commercial property

□ An investment in residential property

□ Home improvements

□ Personal expenditure 

Other (please specify)

6. Have you subsequently tried to take out another equity release mortgage or top-up 
loan against the value of your family home (i.e. a sixth mortgage)?

o
Oo Don't know

16. Your household income - renting a home

1. Could you tell me please which of the following sources of income does your 
household receive?
[ [ Wages or salary

□ Income from self-employment

□ Income from agriculture

□ Private pension

□
□

Child benefit

Social welfare benefit or allowance

□ Income from investments/savings/property

□ Other sources e g maintenance/contributions from other household members
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2. And of these sources of income, which is the largest source of income at the 
moment?

o Wages or salary 

o Income from self-employment 

o Income from agriculture 

Private pension 

Child benefit

o Social welfare benefit or allowance

Income from investments/savings/property 

o other sources e g maintenance/contributions from other household members

3. How much is your total gross household income per year? [PROMPT: that is, all 
earned income before tax and contributions to household income as well as income 
from state payments]

4. How much is your total net household income? [PROMPT: that is, your earned 
household income after tax, PRSI and any income/pension levy and contributions to 
household income as well as income from state payments] [PROMPT (if not clear): how 
often are you paid?]
Weekly 

Fortnightly

Every 4 weeks

Monthly (calendar month)

Yearly

5. Has your household income gone up or down since this time last year?

o Yes, it has gone up 

o Yes, it has gone down 

o No change

6. If you answered "yes it has gone down" to above, please give an estimate of how 
much your income has declined by? [NOTE: same frequency of income required here 
as in Q2 above]
Gross income 

Net income
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7. Why did your income drop/ decline?
□ Increased taxation

□ Job loss/ redundancy

I I Reduction in wage rates

□ Reduction in hours worked

□ Loss of overtime payments

□ Loss of bonus payments/ commission 

Loss of investment income

Loss of rental income

□
□
□ Maternity/ paternal leave

□ Childcare costs

□ Retirement

I [ Inability to work due to illness/ ill-health

□ Inability to work due to accident 

I I Inability to work due to disabilty

I I Marriage/ relationship breakdown

Bereavment□
□ Other change in household composition (person contributing to household income has left family home)

□ Other (please specify)

8. In the next 6 months, do you expect your income will decline, increase or stay the 
same?

o Decline 

o Increase

Stay the same

o Don't know

17. Your household income - buying (or owning) a home
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1. Could you tell me please which of the following sources of income does your 
household receive?
□ Wages or salary

□ Income from self-employment

□ Income from agriculture

□ Private pension

□ Child benefit

□ Social welfare benefit or allowance

□ Income from investments/savings/property

□ Other sources e g maintenance/contributions from other household members

2. And of these sources of income, which is the largest source of income at the 
moment?

Wages or salary

o Income from self-employment 

o Income from agriculture 

o Private pension 

(2) Chile

oo Income from investments/savings/property

o other sources e g maintenance/contributions from other household members

Child benefit

Social welfare benefit or allowance

3. How much is your total gross household income per year? [PROMPT: that is, all 
earned income before tax and contributions to household income as well as income 
from state payments]

4. How much is your total net household income? [PROMPT: that is, your earned 
household income after tax, PRSI and and health/pension levy and contributions to 
household income as well as income from state payments] [PROMPT (if not clear): how 
often are you paid?]
Weekly 

Fortnightly

Every 4 weeks

Monthly (calendar month)

Yearly
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5. Has your household income gone up or down since this time last year?

o Yes, it has gone up 

o Yes, it has gone down 

o No change

6. If you answered "yes it has gone down", please give an estimate of how much your 
income has declined by since this time last year?
Gross income 

Net income

7. Why did your income drop/ decline?
□ Increased taxation (including income and pension levy)

□ Job loss/ redundancy

□ Reduction in wage rates

□ Reduction in hours worked

□ Loss of overtime payments

□ Loss of bonus payments/ commission

□ Loss of investment income

□ Loss of rental income

I I Maternity/ paternal leave

□ Childcare costs

□ Retirement

I I Inability to work due to illness/ ill-health

[ [ Inability to work due to accident

I I Inability to work due to disabilty

□ Marriage/ relationship breakdown

Bereavment□
I I Other change in household composition (person contributing to household income has left family home) 

I I Other (please specify)

8. Do you rent out a room (or rooms) to a rent paying lodger(s) who lives with you?

o 
o

Don't know

Yes

No
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If you have missed rent payments and are in arrears please answer the following questions

1. In total, how many rent payments have you missed this year?

2. Did you miss these rent payments in full or in part?
In full 

In part

3. What is the amount of rent arrears outstanding?

4. Since this time last year, have you attempted to re-negotiate your rent downwards?
Qno

Yes, unsucessfully 

Yes, sucessfully 

Don't know
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5. Why have you fallen behind in the rent payments? [PROMPT: You can give as many 
reasons as you iike. OR PROMPT: Were there any other reasons?]
□ Loss of income

□ Increased taxation

□ A spouse or partner left home or died

□ Someone else who had been contributing to the rent left home

[ I Someone who had been contributing became pregnant/new baby born

□ Someone who had been earning, lost pay because they were sick or injured 

I I Self-employed and income has gone down

I I Someone was made redundant/is unemployed

□ Someone lost overtime or worked reduced hours

□ Someone worked the same hours but for less pay 

I I There was an increase in the rent charged

I I There was an increase in other payments (e g gas, electricity, estate management charges etc)

A loss in investments□
□ Other (please specify)

6. Have you been threatened with eviction due to being in rent arrears?

O
o

Don't know

7. Have you been served with a iegai notice to quit as a resuit of rent arrears and are 
now facing eviction?

O 
O
o Don't know

19. Missed mortgage payments

If you have missed payments on your mortgage(s), in part or in full, please answer the following questions:
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1. When was the first time you missed a mortgage payment on the family home?

o Jan 2009

o Feb 2009

o Mar 2009

o Apr 2009

o May 2009

o June 2009

o Other (please specify)

2. Have you missed more than one consecutive mortgage payment on the family home 
(in part or in full)?
Qho

Yes, 2 consecutive payments 

Yes, 3 consecutive payments 

Yes, 4 consecutive payments 

O more than 4 consecutive payments 

Other (please specify)

3. Did you contact your mortgage supplier before you missed a mortgage payment on 
the family home?

O
O

Don't know

4. If yes to 2 above, how did your mortgage supplier respond to your new situation? 
(You can chose more than one reply)

Understanding and supportive

Attentive to helping you resolve your arrears

Adopted a problem-solving and co-operative approach to resolving your arrears 

Not very helpful, attentive or co-operative 

Unhelpful and unco-operative

Adopted an aggressive pursuit of arrears from the outset 

Other (please specify)
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5. Did you receive a warning letter from your mortgage supplier when you missed your 
mortgage payment on the family home?

o 
o

Don't know

Yes

No

Yes

No

6. If yes to 4 above, did the correspondence make reference to the mortgage industry's 
Code of Conduct for Mortgage Arrears Management? (PROMPT: the iender is required 
to be pro-active under the Code and to manage your account)

o 
o

Don't know

7. Has your mortgage supplier informed you in writing of their mortgage arrears 
management poiicy and procedure ?

o
O

Don't know

8. Have you had to pay any penaities or charges for missing a mortgage payment on 
the family home?

O
o
o

No

Don't know

9. If yes to above, can you estimate the totai amount of charges/penaities ievied by your 
mortgage supplier since you missed your mortgage payment?

I I less than 100 euro 

I I Please specify the amount

20. Mortgage arrears
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1. Having missed a payment (in part or in fuii) on your mortgage, are you now in 
arrears?

o 
o 
o

other (please specify)

Yes

No

Don't know

2. If yes to 1 above, do you now pay a rate of APR on these arrears that is more than the 
APR on the mortgage itseif?

o
o
o

Yes

No

Don’t know

3. If the answer is yes, what is this rate of APR charged on your arrears?

4. Wiil you be able to make your next mortgage payment on the family home?

O
Yes (but only part payment)

O
Don't know

5. Have you been threatened with legal action from your mortgage iender at any stage 
since you first missed a mortgage payment in 2009?

o
Qno

Don't know

Other (please specify)

6. Have you missed a payment (in part or in fuil) on any second (or third etc) other 
mortgage or top-up loan that you used to release equity from the value of your family 
home?

o
o
o

Yes

No

Don't know
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21. About you and your household

These questions will tell us about you and your household's unique characteristics

1. [NOTE: Enter the gender of the person you are talking to]
Male

Female

2. What is your age? [NOTE: if the person is hesitant, you can ask for their approximate 
age or their age group, 20s, 30s, 40s, etc.]

3. What is your citizenship? [NOTE: If the person seems to be Irish, you can ask: "Can I 
confirm that you an Irish citizen?"]

Irish Citizen 

EU Citizen 

Non EU Citizen

4. If non Irish, please specify country of origin:

5. Do you have children?

O
O

Don't know

6. If yes, how many children do you have?
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7. If yes, how many children live with you?

O'

03

O'
03
03
O'
O"
O’
O
other (please specify)

8. Do you have any other dependents living with you (e.g. elderly parent etc)

O
o
if yes, please specify how many

9. What is your marital status?

Single

Couple/ co-habitating

Married

Separated

Divorced

Single

Widowed

Unknown

22. Employment and economic status
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1. Are you currently employed? [NOTE: you may have to prompt to get whether the 
person is permanent or temporary; full- or part-time; and public or private sector]
□ Unable to work full-time through ill-health or disability

□ no, I am unemployed 

I am retired

I am a student

□
□
□ I am a home worker (unpaid work in the home)

□ I am a carer

I [ Permanent Employee

□ Temporary Employee

□
□
□□
□ Charity/ NGO/ Third sector

□ Self-employed

□ Employee on parental leave

I I Other (please specify)

Part-time 

Full-time 

Public sector 

Private sector

2. [If the person is unemployed] How long have you been unemployed for?
Less than 3 months 

Less than 6 months 

Less than 1 year 

More than 1 year

3. [If the person is unemployed] Are you currently claiming social welfare payments due 
to unemployment?

O
O

Don't know

Other (please specify)
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4. If yes to 3 above, do you receive? [NOTE: read aloud]
□ Job Seeker's Allowance

□ Job Seeker's Benefit

I I SWA Mortgage Interest Supplement 

[ I SWA Rent Supplement

5. [If yes to SWA mortgage interest supplement ask], How much do you receive per 
month?

6. [If yes to SWA rent supplement ask]. How much do you receive?

7. Do you receive any other income from statutory payments:
I [ Fuel allowance 

I I Early childcare supplement

□ Invalidity Pension

□ Living alone allowance

□ Domicilllary care allowance

□ Family income supplement

□ Child benefit

□ Carers Allowance

□ Disability Allowance

□ Disability Benefit

I [ Back-to-Education payment

□ Back-to-Work payment

I I One Parent Family payment

□ Old age pension

□ Survivors pension

□ WidowsA/Vidowers Pension

I I Other (please specify)

23. The near future

Just one last question to answer
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1. Are you concerned that you could lose your home in the near future because you 
cannot afford to meet your housing costs?

o 
o 
o

Other (please specify)

No

Yes

Don't know

2. Would you be willing to be contacted again at some point in the future?

o
o

Yes

No
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4. Interview schedules for the MABS Homeowners' Longitudinal Panel Interview

Second-round interviews (December 2010 to February 2011):

(Opening query)
Ql: How have things been since you last spoke with us?

(Household arrangements/status tenure)
Q2: Could you confirm a few things about your household living arrangements? 
(Just want to confirm no. of people etc.)

• Size, composition, changes?
• Illness, relationships?
• Number of earners?
• Rent a room?
• Moved out?

Q3: What has happened with your home?
• Are you still in the same property that you were a year ago / sold / 

rented / [repossessed]

(Employment)
Q4: Can you let me know about your employment status?

• F/t; p/t; self employed; intermittently; precarious?
• Unable to work?
• Unpaid in the home / carer?
• Other adult in household? Contributing?

(Household Income)
Q5: Would you be able to tell me how much income is coming into your 
household at the moment?

If working, after tax and over what period?
Amount, source, frequency?
Welfare and irregular payments?
Medical card? How long have you had? Have you applied?
Could we talk a little about mortgage interest supplement? Do you get it? 
Appeals process etc. Any problems?

(Mortgage)
Q6: Could you talk to me a little about your mortgage account? [AMOUNTS]

• Contractual payment?
• Actual payments?
• Any insurance payments on top of that?
• Up to date?
• Arrears duration and amount, penalties, APR, term of new arrangement?
• Restructured? When did you approach lender? Why?
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• Other savings, informal borrowing?

Q7: Are you concerned you could lose your home?

(Other liabilities)
Q8; Do you have any other financial commitments or bills outstanding?

• Utilities, personal loan, car, plastic cards, CU
• Would you be able to estimate the amount you owe in total? And amount 

per month? Any arrears?

Community and END (warn)
Q9; Can you describe your home for me?

Number of bedrooms?
New/ 2"'^ hand?
Estate - unfinished? (describe it)
Schools within walking distance (20 mins)? 
Shops?
Village/town?
Public transport?

(Future)
QIO: What are your immediate concerns for the future?
Qll: What would you like to happen in the near future with regard to your 
situation?

Some of the things proposed at the moment -
(a) Shared ownership with local authority;
(b) Loan taken over by local authority and rented back to you while you wait 
for social housing / or you become long-term tenant.

(Repossession only)
Q12: You say that the lender has begun legal proceedings can we talk a little 
about this?

Experiences of legal system?
Representation, when did you approach lender and why [at that time]? 
Surrender process?
What would help you through this process?
How important to you is keeping your home?
Handing back the keys - something you would like to do/ have 
considered doing?

Q13: May I contact you again?
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Third-round interviews (June and July 2012):

Financial distress (general)

r^ Financia
distress

ll ^

> iL J

►
Housing stress/ insecurity/ risk of housing exclusion (if still in horneownership)

rVre yoir
sti II in yo ur

. jLhome?J

►
What 
advice 

v\/ould you 
give?
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Only if roofless/ at risk of rooflessness (immanent)

At risk of 
housing exclusion 
(homelessness) ?

Pathway into..? 
Prevention (agency)? 
Outcome?

Living situation 
today? (incipient 
& real roofless)

Personal & economic 
resilience? 
Experience since? 
Pathway out?
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