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1     Executive Summary 

The purpose of this review, as mandated by section 24 of the Home Building Finance Ireland 

Act 2018 (the “HBFI Act”), is to: 

a) assess the extent to which HBFI has performed its functions and complied with the 

obligations imposed on it under section 7 (2) of the HBFI Act, 

b) assess the ongoing impact of HBFI on the amount of money being made available for 

the purposes of residential development in the State, 

c) assess the amount of money being made available for the purposes of residential 

development in the State from sources other than HBFI, and 

d) decide whether HBFI should continue in operation having regard to the conclusions of 

the assessments referred to in a) to c) above. 

The report will be laid before each House of the Oireachtas immediately following its 

publication by the Minister for Finance. 

HBFI was established in late 2018 as a Government initiative to address a shortfall of finance 

available for the construction of residential housing. HBFI was designed to increase access to 

residential development finance generally and in particular to projects that had not been the 

current focus of traditional or alternative lenders at that time. Since opening its doors in 

January 2019 HBFI has grown from a standing start to having approved funding of €395m by 

the end of 2020.  

Section 24 of the HBFI Act was included in the HBFI Act as a mechanism to ensure that the 

need and impact of HBFI would be reviewed regularly to ensure that HBFI continues to perform 

the functions assigned to it and that its continued existence is both necessary and having a 

positive impact on the market. In compiling this report the Department of Finance undertook 

an extensive programme of industry and stakeholder engagement and sought the formal views 

of both the HBFI Board and the Department of Housing to inform this first review. Through this 

engagement members of the public, market practitioners and other key stakeholders provided 

valuable and insightful feedback in relation to the impact HBFI is having on the market for 

residential development finance and the potential impact HBFI may have into the future. 

Through all of the above, a broad consensus has emerged that, notwithstanding the relative 

infancy of the organisation, HBFI is already playing, and should continue to play, an important 

role in the market for residential development finance. Throughout its initial years and in 

response to the significant disruption caused by COVID-19 the HBFI Board has shown clear 

evidence of tailoring its offerings towards those areas of the finance market where specific 

demand has emerged and HBFI now has a broad suite of products aimed at a variety of 

segments of the market.  
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This review considered in detail the various themes that emerged as part of the consultation 

and has formed a conclusion that evidence of funding gaps remain that necessitate the 

continued operation of HBFI at this time. However, a number of key themes have emerged to 

indicate that some segments of the market are potentially more impacted than others. 

Therefore it is recommended that as HBFI assess future strategies and products they are 

cognisant of available alternative funding sources and continue to focus on those areas of the 

market that are underserved by existing providers of development finance. 

In addition to supporting current funding gaps it is also important that HBFI remains agile and 

can respond to on-going disruption in the market as it did in response to the initial shock 

triggered by Covid-19. Therefore, given recent exits from the Irish market by Ulster Bank and 

other alternative lenders in the past year, it is recommended that HBFI continue to closely 

monitor developments across the wider market to respond where possible to ensure that the 

supply of new homes does not get disrupted due to a lack of funding. 

Overall, based on the submissions to the public consultation, stakeholder engagement, input 

from HBFI and analysis undertaken by the Department of Finance, the Minister for Finance is 

therefore satisfied that during its first two years of operation that it has met its obligations under 

section 7(2) of the HBFI Act and that HBFI is having a positive impact on the availability of 

funding in the development finance market, therefore the Minister has concluded that HBFI 

should continue in operation at this time. 

 



 

4 

 

2  Introduction 

Home Building Finance Ireland (“HBFI”) was established in 2018 as part of the Government’s 

response to activate increased housing supply. HBFI was formally launched on 28 January 

2019 with an initial loan fund of up to €730 million, capable of providing funding to assist in the 

delivery of up to 7,500 new homes over five years.  

HBFI was established under the Home Building Finance Ireland Act 2018 which sets out the 

functions of HBFI.  

Section 24 of the HBFI Act provides for a periodic review of HBFI to ensure that it is fulfilling 

its functions as set out in the Act and that its continuation remains necessary given prevailing 

market conditions.  

Section 24 (2) of The HBFI Act states: 

“As soon as practicable after 31 December 2020, and not later than the second anniversary 

of that date and each subsequent second anniversary while HBFI continues in existence, the 

Minister shall prepare a report setting out his or her— 

a) assessment as to the extent to which HBFI has performed its functions and complied 

with the obligations imposed on it under section 7 (2), 

b) assessment as to the ongoing impact of HBFI on the amount of money being made 

available for the purposes of residential development in the State, 

c) assessment of the amount of money being made available for the purposes of 

residential development in the State from sources other than HBFI, and 

d) decision as to whether HBFI should continue in operation having regard to the 

conclusions of the assessments referred to in paragraphs (a) to (c).” 

Section 24 (3) of The HBFI Act states: 

“In preparing a report under subsection (2), the Minister shall— 

a) seek the views of the board of HBFI on the matters to be assessed by the Minister for 

the purposes of paragraphs (a) to  (c) of that subsection, and 

b) engage in a period of public consultation on the matters to be assessed by the Minister 

for the purposes of paragraph (c) of that subsection.” 

As soon as practicable following completion of the report, The Minister for Finance is obliged 

to lay a copy of the report before each House of the Oireachtas in accordance with Section 24 

(5) of the HBFI Act. 
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3 HBFI Background 

HBFI was established in late 2018 as a Government initiative to address a shortfall of finance 

available for the construction of residential housing throughout Ireland. HBFI was designed as 

a temporary measure to increase access to residential development finance and in particular 

to projects that had not been the focus of traditional or alternative lenders at that time.  

Along with helping to stimulate competition in the residential development finance market, 

HBFI was also established with an important role to assist developers whose lack of recent 

development experience may be an obstacle to their developing otherwise viable projects. It 

was always envisaged that through these efforts HBFI may in turn facilitate access to 

additional funding options for those developers in the future. 

When assessing HBFI’s performance it is important to remember that while HBFI is a State 

entity it is funded through ISIF on market terms and does not benefit from low Exchequer 

funding costs but rather pays interest on its ISIF facilities on market terms which are reviewed 

regularly. Similarly HBFI has been designed to operate as an independent market operator 

and can only provide funding to commercially viable projects and in compliance with State aid 

rules. 

HBFI commenced operations on 28 January 2019 with an initial loan fund of €730 million which 

was made available to it by the ISIF upon direction from the Minister for Finance. HBFI’s initial 

product offering at the time of its launch was limited to a single senior debt funding product 

designed to fund residential projects of 10 units or more up to a maximum individual facility 

size of €35m. This offering was targeted at small and medium sized builders and provided a 

simple to understand model however it was always envisaged that this offering would be 

expanded depending on market demand. 

During 2020 HBFI widened their product offering bringing four additional products to the 

market including a small development product specifically for smaller projects of between 5 

and 10 units and an apartment product specifically for apartment developments as a result of 

stakeholder feedback which showed there was a funding gap for these projects. The original 

HBFI product was capped at €35m, however the new apartment product can potentially 

provide facilities for such projects of up to €75m. 

In November 2020, HBFI also launched a further two new products. The first of these further 

enhanced the existing small development product through the benefit of a 50% guarantee 

provided by the European Investment Fund under the COSME (Competitiveness of 

Enterprises and SMEs) Loan Guarantee Scheme. For those developments, HBFI will be able 

to provide funding at a higher level of gearing and thereby provide funding for small 

developments that might not otherwise qualify or have difficulty in raising funding for the 

development. HBFI also launched a dedicated Social Housing Product with reduced margin 
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and fees specifically for housing developments being delivered to Approved Housing Bodies 

(“AHBs”) and Local Authorities along with a ‘Green Funding Product’ which was launched in 

January 2021 to support and encourage sustainable housing development across all HBFI 

products. 

Following the outbreak of Covid-19 HBFI consulted with the Minister for Finance to seek 

approval to widen its remit on a temporary basis to allow it to provide finance for larger prime 

residential projects that were experiencing difficulties in accessing financing. In May 2020, 

HBFI established a temporary step-in fund which is known as their “Momentum Fund”. This 

fund was established to focus on lending to residential developers on risk exposures that are 

consistent with those offered by the main banks (AIB, Bank of Ireland and Ulster Bank). The 

establishment of the Momentum Fund is not intended to compete with or replace HBFI’s 

original targeted market but rather offer debt to lower risk exposures for a temporary period 

addressing a need in the market. Funding of €300 million has been made available through 

the Momentum Fund for a limited period. 

Summary HBFI Product Offering 

HBFI currently has the following range of products available: 

1. Under 10 units to include COSME: small developments of less than 10 units. Projects 

under this product type (especially those seeking higher gearing) may qualify for 

admission to the COSME (Competitiveness of Enterprises and SMEs) Loan 

Guarantee Scheme provided by the EIF (European Investment Fund). 

2. Senior debt product: funding for developments of between 10 units and €35m in value. 

3. Apartment product: funding for developments up to €75m in value consisting mainly 

of apartments. 

4. Momentum Fund: Temporary step-in funding for prime developments in prime 

locations. 

5. Social housing: for social housing projects that are contracted for sale to a local 

authority or AHB. 

6. Green funding: to encourage the development of sustainable housing. 

 

HBFI Key statistics as at 31 December 2020  

Total funding approved €395m 

Number of homes supported 1,850 

Number of loan facilities approved 38 

Average loan size €10m 

Average number of homes per scheme 48 

Percentage of homes for social housing 32% 

Percentage of homes for private housing 68% 
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The following table provides a breakdown of the key statistics per product type (to end-

December 2020). As indicated many of these products were only launched during 2020 and 

therefore make up a minority of funding approved at this time with the Momentum Fund 

product also including apartments. The Social Housing and Green Funding products were only 

launched in November 2020 and January 2021 respectively. 

Product Total funding 

approved 

Number of homes No. of loan 

facilities approved 

>10 units* €185.1m 1,092 28 

<10 units €8.3m 41 6 

Apartments - - 0 

Momentum Fund €201.1m 717 4 

Total €395m 1,850 38 

* includes social housing 
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4 Terms of Reference for Section 24 
Review of HBFI 

The Minister for Finance shall produce a report which will form a view as to whether HBFI 

should continue in operation having taking into consideration the following:  

 assessment as to the extent to which HBFI has performed its functions and complied 

with its obligations; 

 assessment as to the ongoing impact of HBFI on the amount of money being made 

available for the purposes of residential development in the State; and 

 assessment of the amount of money being made available for the purposes of 

residential development in the State from sources other than HBFI. 

 

As part of this review, Department of Finance officials, on behalf of the Minister for Finance, 

will undertake the following steps:  

 Request a report from the Chairperson of the Board of HBFI on the three elements of 

the review outlined above. 

 Launch a public consultation in relation to the Section 24 review of HBFI. 

 Identify and engage with key stakeholders in relation to the Section 24 review of HBFI 

including representative bodies and other interested groups or individuals. 

 Engage with key management of HBFI and HBFI Board members, where applicable, 

on this process. 

 

The primary purpose of this review is to determine whether, absent of HBFI funding, there is 

adequate funding in the residential construction market in the State. 

 

This report will also highlight: 

 Whether HBFI is performing its functions and complying with its obligations as set out 

in the HBFI Act. 

 HBFI’s impact on the residential funding market in the State. 

 

Should any policy recommendations arise, the report will examine the potential of these taking 

into account: 

 current and forthcoming actions already being undertaken by Government and, where 

relevant, other stakeholders and bodies. 
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 any policy recommendations should provide an indication of their potential likely 

impact on Government spending, spending priorities, budget and deficit. 

 State aid and competition regime considerations should also be taken into account in 

any such policy recommendations. 

The report will also highlight, as the Minister for Finance sees fit, any other matters which 

become a theme through the various steps outlined above. 

 

The Minister for Finance shall exercise discretion in relation to the scope and intensity of the 

review as he considers necessary and appropriate, having regard to the general objectives of 

the review. 
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5 Public Consultation and Stakeholder 
Engagement 

In accordance with Section 24 (3)(b) of the HBFI Act, the Minister for Finance is required to  

engage in a period of public consultation on the matters of assessing the amount of money 

being made available for the purposes of residential development in the State from sources 

other than HBFI. 

In responding to this consultation participants were invited to: 

 Give views on the specific questions set out below. Participants did not have to answer 

every question – they could choose to answer all of the questions or only those which 

they deemed relevant to them. 

 Provide details of any issues or concerns they felt should be considered in dealing 

with the particular topic being addressed in their response. 

Consultation Questions 

Q1 Do you feel that access to finance for residential development remains a challenge for the 

construction sector? If so, what sectors or regions do you believe are most affected? 

Q2 What impact do you believe HBFI has had on the market for residential development finance since 

its establishment in early 2019?  

 

Q3 What impact has Covid-19 had on the availability of finance for residential development? 

Q4 Have you applied to HBFI for funding for a residential development project? If so: 

a.  What was your experience and would you recommend HBFI to other market participants? 

b. How does the HBFI application process compare to other lenders in the market? 

Q5 Do you believe that there is currently an adequate level of residential development funding (both debt 

and equity) available in the market? Are there particular areas or segments of the market in which 

funding is less readily available? 

Q6 How do you feel about the range of products currently offered by HBFI? Are there particular areas of 

the market in which you believe HBFI could focus more? 

 

The consultation period ran from 22 December 2020 to 5 February 2021.  

The full public consultation document can be found at:  

https://www.gov.ie/en/consultation/60bd7-home-building-finance-ireland-public-consultation/ 

A total of 13 responses were received from external organisations or individuals as part of the 

consultation process: 

https://www.gov.ie/en/consultation/60bd7-home-building-finance-ireland-public-consultation/
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 Individuals: 5 

 Representative body: 4 

 Other: 4 

Responding external organisations included a mix of developers, funding providers, industry 

representatives and professional advisors. 

The following section provides a thematic summary of the input received via the public 

consultation. The summary is structured according to the questionnaire section of the 

consultation document and provides a short overview of the main themes emerging in relation 

to the review. When considering the summary below it is important to note the relatively low 

number of responses the fact that not all respondents answered every question. 

1) Do you feel that access to finance for residential development remains a 

challenge for the construction sector? If so, what sectors or regions do you 

believe are most affected? 

A number of the external organisations who responded to this question are of the opinion 

that access to finance for residential development remains a challenge. While it was noted 

that availability of non-bank financing has improved generally in Ireland (especially Dublin) 

it was felt that availability of finance across debt and equity remained challenging. 

A small number of respondents are of the view that the cost of finance through HBFI is 

expensive and continues to impact on the viability of further development. Some other 

respondents also raised concerns that available finance was being directed towards social 

housing and private rental sector developments as it was perceived as less risky for 

funders at this time creating a more acute gap for build for sale projects. 

 

2) What impact do you believe HBFI has had on the market for residential 

development finance since its establishment in early 2019?  

Responses to this question varied with some respondents observing that HBFI has had a 

positive impact on the market to others indicating that it is having little impact with one 

respondent suggesting that it is too early to assess HBFI’s impact on the market. 

Of those respondents who felt HBFI is having a positive impact on the market, there was 

agreement among them that they are playing an important role in improving access to 

funding, especially in the lending to small or medium sized developers or lending to 

regional projects. They see the flexibility that HBFI has shown in bringing new products to 

market as being timely and positive with a belief that HBFI will continue to have an impact 

on the supply of new homes given the current supply/demand gap particularly in the areas 

identified. 
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One respondent felt that it is too early to assess the true impact of HBFI on the market at 

this time as it only commenced lending in Q1 2019 and that it could be a further 12 to 24 

months to fully understand the impact as initial projects are completed and HBFI’s 

operating model becomes more established. 

There was a small number of respondents who felt HBFI was not making a meaningful 

impact on the market at this time. One respondent highlighted the low number of HBFI-

funded homes completed to date while another respondent raised concerns that HBFI’s 

exclusive focus on senior debt does not support developers that may struggle to fund the 

balance of the development capital required. A small number of respondents also 

highlighted a view that at least some of HBFI funded projects may have availed of 

mainstream or alternative funding and they don’t believe that HBFI should be directly 

competing with or displacing available finance. 

3) What impact has Covid-19 had on the availability of finance for residential 

development? 

There is general agreement from those who answered this question that the on-going 

uncertainty caused by the pandemic is impacting the availability of finance with many 

finance providers adopting a cautious approach throughout 2020. The general consensus 

is that confidence is recovering but lending appetite was unlikely to return to pre-Covid-19 

levels for some time. 

Some respondents highlighted their view that funders are now providing less finance than 

would have been originally approved and they are increasingly supporting select 

developments in selected areas and are showing a preference for specific forms of 

development that are less risky, e.g. social housing and build to rent projects.  

4) Have you applied to HBFI for funding for a residential development project? If 

so: 

a.  What was your experience and would you recommend HBFI to other 

market participants? 

b. How does the HBFI application process compare to other lenders in the 

market? 

Only a small number of responses were received on this question with the majority of the 

view that the process of applying for funding could be quicker and less bureaucratic 

 

5) Do you believe that there is currently an adequate level of residential 

development funding (both debt and equity) available in the market? Are there 

particular areas or segments of the market in which funding is less readily 

available? 
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There is a general consensus among respondents that there is an inadequate level of 

funding available in the market and expectations are that there will continue to be a 

shortage of domestically sourced residential development finance available as the market 

seeks to increase the supply of housing to meet expected demand in the coming years. 

A number of respondents felt that the large segments of the market remain underserved 

with acute shortages of finance for land acquisition and additional forms of mezzanine 

finance or equity in order to bridge the gap between bank and non-bank finance was 

identified as a concern. A number of other respondents also raised concern at the lack of 

finance available to owners’ management companies who wish to undertake essential 

large scale building investment or remediation works. 

 

6) How do you feel about the range of products currently offered by HBFI? Are 

there particular areas of the market in which you believe HBFI could focus 

more? 

Most respondents were satisfied that HBFI’s existing products were adequately focused 

and address a number of gaps in the market, particularly among regional and smaller 

scale developments. However a number of respondents believed that HBFI need to start 

looking at funding other areas of the market including; offering mezzanine finance and/or 

equity, providing funding for land acquisition, finance for innovative construction methods 

and increasing focus on finance for owner-occupied developments. 

 

 

Stakeholder Consultation 

In addition to the public consultation outlined above, the Department of Finance also 

conducted a range of direct engagements with a number of key industry stakeholders 

including; the Construction Industry Federation (‘CIF’), the Department of Housing, Local 

Government and Heritage (‘DHLGH’) and the Housing Agency. All industry stakeholders who 

were engaged with were broadly supportive of HBFI’s establishment and of their continued 

presence in the residential development funding market in Ireland. 

DHLGH noted the recent expansion of HBFI’s original remit to fund larger apartment 

construction projects for a temporary period to address market pressures. DHLGH remains 

supportive of HBFI’s role as a funder of residential development however they are keen to see 

HBFI focus support for smaller builders and developers and projects in regional growth centres 

which they see has having the potential to strongly support national planning policy and 

housing growth. 
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In considering current and future investment strategies, DHLGH also recommends that HBFI 

should seek to ensure greater alignment with national spatial policy and support new housing 

development in the settlements identified in national, regional, and county planning strategies. 

In this regard it is noted that HBFI provides funding on a commercial basis and requires that 

planning permission is in place for schemes that it funds.  

HBFI is cognisant of its existing statutory obligation to have regard to Government planning 

policy under the HBFI Act 2018. It is noted that HBFI has a good working relationship with 

DHLGH where these issues are already being discussed and that regular engagement will 

continue on these matters at official level. 
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6 HBFI Board Assessment 

Section 24 (3)(a) of the HBFI Act required the Minister to seek the views of the board of HBFI 

on the matters to be assessed in the report. 

In October 2020, the Minister wrote to the Chairperson of the board of HBFI requesting the 

views of the HBFI board on— 

a) assessment as to the extent to which HBFI has performed its functions and complied 

with the obligations imposed on it under section 7 (2), 

b) assessment as to the ongoing impact of HBFI on the amount of money being made 

available for the purposes of residential development in the State, 

c) assessment of the amount of money being made available for the purposes of 

residential development in the State from sources other than HBFI 

In response to this request the board of HBFI provided a report to the Minister in December 

2020 setting out their position on the relevant matters under the following headings— 

 Performance of Functions and Compliance with Obligations 

 Impact of HBFI on Residential Development Funding Market 

 Market Overview 

A summary of the HBFI Board observations on these matters are set out in detail below. 

Performance of Functions and Compliance with Obligations 

The HBFI Board and management team maintain a focus at all times on the functions as set out in the 

HBFI Act and have developed a strategy and business plan, and implemented a broad range of policies, 

procedures and processes to reflect this focus on ensuring HBFI carries out its statutory functions. 

HBFI was established in a matter to make it scalable for the future but with a strong focus from the outset 

on ensuring that HBFI complied with all statutory obligations and had a strong risk architecture in place 

which overarches all its activities, including its lending activities. It is HBFI’s view that its progress in 

achieving this is demonstrated by the positive outcomes of both internal and external audit reviews to date. 

Board Assessment 

HBFI continues to engage with stakeholders across the residential development market to ensure that it 

remains responsive to the needs of that market but also that its approach and terms are in line with other 

commercial lenders. HBFI believes that a co-ordinated approach to tackling the issues in the Irish housing 

market is imperative and continues to look for opportunities to support governmental policy on housing and 

broader social and economic development throughout the State. 

 

Impact of HBFI on Residential Development Funding Market 
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HBFI is a direct lender to the residential construction sector with a mandate to provide funding, on 

commercial terms, for the delivery of new homes across the State. The focus is on segments of the market 

that are not currently well served by existing funders. 

HBFI has developed an agile and flexible model with key capabilities in the areas of market engagement, 

commercial awareness, and credit underwriting and risk management. HBFI currently has a direct 

headcount of 24 with outsourced services provided by the NTMA (HR, Procurement, IT, Finance, etc) and 

FEXCO (Loan Administration). This means the model can be adapted quickly to respond to the evolving 

market landscape. 

A strategic review was completed in 2020 which involved extensive stakeholder engagement and a detailed 

market assessment. Following this review, the initial product offering was expanded in May 2020 to cater 

for a broader range of residential development projects where the availability of finance was a barrier to 

these projects moving forward. 

HBFI recognised that it had a role to play in ensuring that construction would not be unduly disrupted due 

to Covid-19. The Board were mindful of the impact from the last financial crisis where, more than ten years 

post the crisis, Ireland still faces a shortage of housing supply. In order to support the market during this 

period of uncertainty the Board took a number of early decisions to ensure continued support for the 

residential construction sector in these challenging times: 

 Continued support for HBFI schemes where construction had already commenced to ensure that 

once sites were reopened, finance would be made available to keep construction going. 

 Continued support for a pipeline of schemes already approved but where construction had not yet 

commenced to give builders and developers confidence that their funding lines were secure. 

 Remained open for business for new schemes and ensured that stakeholders were clear that HBFI 

would continue to fund new schemes as required. 

 Launched a Momentum Fund of €200m specifically designed as a step-in product in anticipation that 

finance for larger developments which were typically supported by mainstream banks may be 

temporarily impacted due to Covid-19. 

More than 90% of the Momentum Fund was allocated in the first three months, a further €100m was made 

available to ensure continued support for schemes where the availability of finance is currently more 

challenging. 

HBFI continues to review the impact that the prolonged nature of Covid-19 is having on the residential 

construction sector and what more, if anything, HBFI can do to limit disruption to future housing supply. 

HBFI’s 2020 business plan assumed that it would approve funding to support 1,350 units by end 2020. 

HBFI has approved funding for 1,850 units to 31st December 2020, significantly ahead of its 2020 business 

plan.  

Drawdowns continue to be impacted by the time taken for newly approved facilities to commence 

construction and were further impacted in 2020 by the closure of sites due to Covid-19. Notwithstanding 

this, with a strong pipeline and a continued flow of new enquiries, HBFI expects the number of sites under 

construction to increase further in the coming months. 

Based on current application and drawdown activity, HBFI is confident that it will deliver as per the business 

plan last approved in February 2021 with some timing changes reflecting the impact of a slower housing 

market and Covid-19. 
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Board Assessment 

The HBFI Board has determined that is it is making real progress in addressing the funding gaps that 

existed in this market pre Covid-19 and responded appropriately to the market with a Covid-19 Momentum 

Fund at a time when the availability of finance for residential construction was even more challenging. 

HBFI has developed an agile and flexible model which can be adapted quickly to respond to the evolving 

market landscape. 

As a direct lender, HBFI has had extensive engagement with all key stakeholders in the residential 

construction sector to both raise awareness of HBFI as a new lender and also to listen to feedback on what 

else could be done to increase the supply of new homes throughout Ireland. 

Following a Board-led Strategic Review in 2020, HBFI launched a broader product range ensuring finance 

is available for smaller and larger housing and apartment schemes. Further products have been developed 

and will be launched to the market in the coming months. 

HBFI has seen strong levels of approvals with €395m funding approved to 31st December 2020 capable 

of supporting 1,850 homes across 38 schemes in 17 counties. HBFI continues to see strong levels of 

demand for funding. While not all schemes seeking funding are commercially viable, the significant 

increase in applications demonstrates that there is demand for funding not currently being met by the 

marketplace. 

The housing market remains challenging for a variety of reasons. It is HBFI’s view that the availability of 

finance remains a barrier to the supply of new homes and therefore there is still a critical role for HBFI to 

fill as part of the broader suite of policy measures that have been, or will be, introduced. HBFI will continue 

to engage with all stakeholders and evolve its product offering, sometimes temporarily, to address finance 

gaps where they emerge. 

Market Overview 

The housing market pre Covid-19 was still recovering from the last Global Financial Crisis with supply still 

lagging demand. Early indicators such as planning permissions and commencements were encouraging 

and output for 2020 was expected to be c25k units. However, a combination of sites being closed for c 2 

months and a consequential general slowdown in construction output meant that housing supply in 2020 

was lower than 2019 at 20,676 units1. Pricing has remained resilient given strong levels of demand from 

both the private sector and approved housing bodies / local authorities. 

Since the commencement of operations at the end of January 2019, HBFI has approved funding of over 

€395m (to 31 December 2020) with the ability to deliver 1,850 new homes. While this is already a material 

amount in the overall market, the rate and projected growth for HBFI over the next 5 years will ensure that 

HBFI’s presence in the market has and will make a material difference. This is being achieved by ensuring 

the delivery of homes that otherwise may not have been delivered at all (outside main urban centres) or 

would have a delayed delivery for those in urban settings. 

The lending landscape has changed materially from where it was at the beginning of the year, some 

Mainstream Banks have reduced or curtailed lending with many of the smaller alternative lenders reducing 

                                                   
1 www.cso.ie 
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their risk appetite and the level of gearing which they are prepared to offer. While it is difficult to be definitive, 

the residential lending market (in terms of choice and availability) is back at where it was when HBFI 

entered the market in January 2019. The change in the market landscape is one of the contributing factors 

to the level of interest HBFI has seen for its new products since launch at the beginning of May 2020. 

There are exceptions to this with some alternative lenders continuing to being quite active in the market in 

recent times. 

The recent reduction in risk appetite by alternative lenders will make it more difficult for some 

builder/developers to get funding, especially those that do not match the risk profile sought by the 

alternative lenders (for example location). There are also ongoing challenges with access to finance for 

this sector through Mainstream banks with Ulster Bank recently announcing they will be exiting the Irish 

market. Both these factors mean that there still is a funding gap that needs to be addressed as part of the 

overall solution to the housing crisis. HBFI will remain agile and responsive to the market and has already 

demonstrated its ability to step in to fund construction in a countercyclical way to ensure that the supply of 

new homes does not get disrupted due to a lack of funding. 
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7 Review of Achievement of Purposes of 
HBFI 

Section 24 of the HBFI Act provides for a periodic review of HBFI to ensure that it is fulfilling 

its functions as set out in the Act and that its continuation remains necessary given prevailing 

market conditions. The purpose of this section is to outline the Department of Finances 

assessment of the review requirements set out in section 24 (2) of the HBFI Act under the 

following headings; 

1. Has HBFI performed its functions and complied with the obligations imposed on it 

under section 7 (2) of the HBFI Act? 

2. What impact has HBFI had on the amount of money being made available for the 

purposes of residential development in the State? 

3. Assessment of the amount of money being made available for the purposes of 

residential development in the State from sources other than HBFI. 

 

 

1. Has HBFI performed its functions and complied with the obligations imposed 

on it under section 7 (2) of the HBFI Act? 

Section 7(2) of the HBFI Act sets out the functions of HBFI as follows; 

Functions of HBFI – Section 7(2) 

In lending money under subsection (1), HBFI shall— 

(a) take into account all of the risk factors relevant to such lending, both in respect of the residential 

development concerned and the business of HBFI, and 

(b) aim to— 

         (i) contribute to the economic and social development of the State, and 

         (ii) enhance the competitiveness of the economy of the State. 

  

HBFI has developed an agile and flexible business model with key capabilities in the areas 

of market engagement, commercial awareness, credit underwriting and risk management. 

This is a model can be adapted quickly to respond to the evolving market landscape which 

was especially evident during 2020. 

HBFI has developed an appropriate risk model, credit policy and lending guidelines and 

an extensive framework of governance and risk management controls which underpin the 

commerciality of all lending decisions it makes. It is important to note that while HBFI avails 

of State funds at market rates, this does not increase their risk appetite and they were not 

established to be a State lender of last resort for projects other lenders have rejected. The 
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eligibility of projects for HBFI loans is based on a detailed assessment of their commercial 

viability, i.e. projects must generate reasonable/appropriate profit margins on development 

costs.  

There were varying views from respondents to the public consultation regarding the level 

of pricing which HBFI was offering to customers depending on the product offering with 

some thinking HBFI’s rates were too low while others felt they were too high and 

uncompetitive. HBFI sets its prices in terms of the level of risk involved in each project and 

usually sit somewhere in between mainstream banks and alternative lenders. They have 

engaged a professional services firm on an annual basis to complete a Market Economy 

Operator Principle (‘MEOP’) report which benchmarks the rates being offered by funders 

of residential development in Ireland and supports HBFI pricing decisions. 

Through HBFI, smaller builders and developers across Ireland have availed of funding 

that, absent of HBFI’s presence in the market, might not have ordinarily been available to 

them. These projects will provide housing units in smaller towns, create employment and 

potential communities in these areas. 

2. What impact has HBFI had on the amount of money being made available for the 

purposes of residential development in the State? 

HBFI has had a significant impact on the residential development finance market in Ireland 

since it approved its first facility in April 2019 with €395m being approved across 38 

facilities by end-December 2020. During this time, HBFI has demonstrated its agility by 

refining its product offering and processes to ensure that it is meeting the needs of the 

market it was set up to support and to specifically respond to any changes in that market, 

this is especially evident through the introduction of the Momentum Fund in May 2020 

following the onset of Covid-19. Further products have been introduced by HBFI allowing 

them to address funding gaps in other segments of the residential development finance 

market in Ireland. 

Legacy exposure by mainstream banks to certain sectors and regions in Ireland and lack 

of appetite by alternative lenders has allowed HBFI establish themselves outside Dublin 

and its immediate commuter belt. HBFI has provided evidence of a proven ability to 

actively engage with industry to support these smaller builders in their efforts to access 

development finance opening up a new source of funding and an avenue for them to 

rebuild their business. 

A small number of respondents to the public consultation were of the opinion that HBFI’s 

focus has shifted away from its core product offering following the establishment of the 

Momentum Fund. As outlined elsewhere in this review the decision to launch the 

Momentum Fund was taken in the context of the extraordinary response to Covid-19 and 

with a view to supporting the continued construction of much needed housing supply. The 
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Momentum Fund has been limited to €300 million and is a temporary intervention to 

support the market during these uncertain times. The HBFI Board have clearly articulated 

their commitment to their core offering and to supporting small and medium sized builders 

through a variety of product types. HBFI continues to have access to sufficient funding to 

underwrite expected demand from those borrowers at this time. 

In summary there is evidence to support that HBFI has had a material positive impact on 

the amount of money being made available for the purposes of residential development in 

Ireland and we expect this to continue over the short-medium term. As outlined HBFI has 

approved funding of €395 million by the end of 2020. While not all of these approved 

projects will go ahead HBFI has been active on 16 sites to date directly supporting the 

delivery of up to 1,162 homes.  

 

3. Assessment of the amount of money being made available for the purposes of 

residential development in the State from sources other than HBFI. 

There has been considerable consolidation in the Irish domestic banking system since the 

financial crisis with AIB, Bank of Ireland and Ulster Bank being largely the only active 

mainstream banks in the area of residential development funding over the past number of 

years. With the announcement of Ulster Bank’s withdrawal from the Irish market, this will 

only leave two mainstream banks in this segment going forward. The risk appetite for 

lending for residential development by the mainstream banks has been relatively cautious 

over the past number of years with the banks careful to return to this segment of the market 

in a measured manner. 

Clearly the onset of Covid-19 in Q1 2020 impacted the risk appetite of the mainstream 

banks operational in residential development funding along with their focus and attention 

switching primarily to their existing lending book and the issues which their customers 

were encountering as a result of the pandemic. While there is evidence of the mainstream 

banks slowly returning to the market, the supply of funding is limited, the risk appetite is 

reduced and where funding is being provided it is at lower levels of gearing and towards 

very specific product types.  

The existence of alternative lenders in Ireland has grown considerably since the financial 

crash with up to 30 of these specialist and niche lenders operational in the State pre-

Covid-19. While we are aware that a small number of these alternative lenders have exited 

the Irish market as a result of the pandemic, those remaining continue to be active 

especially for projects in Dublin and its surrounding counties.  

Based on the responses received we have formed the view that the funding landscape 

remains challenging outside those areas where demand is proven and remains robust and 
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those sectors that have contractual commitments in place. While there is evidence that 

the financing market had been improving pre-Covid-19, with a particular growth in non-

bank finance2 , recent activity and feedback suggests that this progress has slowed and 

funding gaps remain and it is likely to take the residential funding landscape some time to 

recover to pre-Covid-19 levels. 

                                                   
2 https://www.centralbank.ie/statistics/statistical-publications/behind-the-data/the-role-of-non-bank-lenders-in-financing-

irish-smes 
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8     Conclusions and Recommendations 

The proposed establishment of HBFI was first announced in October 2017 in order to increase 

the availability of senior debt funding for residential development in the context of an acute 

shortage of housing supply. While housing supply had improved since October 2017 when 

HBFI was first announced, it has been significantly impacted by the onset of Covid-19 and 

remains well short of estimated demand for 33,000 units annually3 with many of the same 

financing pressures existing today as when HBFI was first established. 

HBFI opened for business in early 2019, and from that standing start has taken considerable 

strides to establish a strong presence in the residential development finance market in Ireland 

and began to make a material impact on the availability of senior debt finance across the 

country. In the short period to the end of 2020 HBFI has approved total funding of €395m to 

support the potential delivery of up to 1,850 homes across 17 counties in Ireland. HBFI is 

currently supporting developments across 16 active sites with the number of homes completed 

through HBFI funding expected to increase significantly over the coming years. 

During 2020 HBFI focused on building its reputation in the development finance market and 

has undertaken a significant level of customer and stakeholder engagement to tailor its 

product offering towards areas of the market where demand is greatest but which also expose 

HBFI to acceptable levels of risk. These actions have resulted in a range of new products 

enhancing their offering for small developments and green projects and also allowing them to 

respond to the challenges posed by Covid-19 in a timely and impactful manner. 

Through this review the Department of Finance has engaged extensively with a broad range 

of HBFI stakeholders who have offered valuable and insightful feedback in relation to the 

impact HBFI is having on the market for residential development finance and a broad 

consensus has emerged that HBFI is playing and should continue to play an important role in 

the market for residential development finance into the future. 

Having considered the wider residential development funding market and taken on board 

feedback from market practitioners, the Department of Finance is satisfied that funding gaps 

remain and that existing funding providers may not yet have the capacity or risk appetite to 

provide the overall levels of funding required to fully support the growth in housing output 

required to meet expected demand at this time.  

However, it continues to be the case that some segments of the market are significantly more 

impacted than others. Therefore it is recommended that as HBFI assess future strategies and 

products they remain cognisant of available alternative funding sources and continue to focus 

                                                   
3 CSO - https://www.cso.ie/en/releasesandpublications/er/ndc/newdwellingcompletionsq42020/ 
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on those areas of the market that are underserved by existing providers of development 

finance.  

In addition to supporting current funding gaps it is important that HBFI remains agile and can 

respond to on-going disruption in the market as it did in response to the initial shock triggered 

by Covid-19. Therefore, given actual and proposed recent exits from the Irish market by Ulster 

Bank and other alternative lenders in the past year, it is recommended that HBFI continue to 

closely monitor developments across the wider market to respond where possible to ensure 

that the supply of new homes does not get disrupted due to a lack of funding. 

Overall, based on the submissions to the public consultation, stakeholder engagement, input 

from HBFI and analysis undertaken by the Department of Finance, the Minister for Finance is 

satisfied that during its first two years of operation that it has met its obligations under section 

7(2) of the HBFI Act and that HBFI is having a positive impact on the availability of funding in 

the development finance market, therefore the Minister has concluded that HBFI should 

continue in operation at this time.  

A further review will take place in 2023 following HBFI’s fourth year of operations. 

 

 



 

—— 
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