
JIM POWER 

JIM POWER ECONOMICS LIMITED       

AN ANALYSIS OF NAMA PERFORMANCE 
PREPARED FOR DAVID DALY, BY JIM POWER

 



NAMA 
INTRODUCTION 

I have been asked to review the Government’s decision to set up NAMA and assess 
whether, through the operation of NAMA, the Government’s decision has produced the 
best result for the Exchequer and the economy in general.  

THE BACKGROUND & FACTS 

1. In response to the Irish banking crisis (that commenced in 2007), the Irish 
Government set up the National Asset Management Agency (‘NAMA’) in 2009 as a 
mechanism to purchase property related loans from the 5 domestic banks.  The 
purpose was to remove some of the bad assets from the banks’ balance sheets and 
work them out through a state-controlled entity. 

2. By the end of 2011, NAMA had acquired 12,000 loans belonging to 780 debtors. 
These loans had a par value of €74.2 billion, and were purchased by NAMA for a 
price of €31.8 billion – a discount of 57.1%.  1

3. NAMA paid for the loans by issuing Senior Debt Securities to the value of 95% of the 
total consideration and Subordinated Debt Securities for the remaining 5%.  The 
Senior Debt has an interest rate coupon equivalent to six-month EURIBOR, which 
currently stands at -0.239%.   Senior Debt totalled €30.2 billion and Subordinated 
Debt totalled €1.593 billion.  

4. The loans were acquired at an acquisition value that was deemed to be the ‘Long 
Term Economic Value’ of the Loan (‘LEVL’). The LEVL took into account the current 
market value of the security, including non-real estate assets such as shares, the 
long-term economic value of the property, and the market value of the bank asset.  

NAMA was required to apply an uplift adjustment factor ranging from 0% to 25% to 
the current market value of property to reflect its long-term economic value. This 
is defined as ‘the value that a property can reasonably be expected to attain in a 
stable financial system when the crisis conditions prevailing at the passing of the 
Act are ameliorated, and in which a future price or yield of the property is 
consistent with reasonable expectations having regard to its long-term historical 
average’. The weighted average Property LEV uplift factor applied to acquired 
loans was 8.2%.  2

5. The Board of NAMA has as its primary commercial objective ‘to achieve the best 
achievable financial return for the State, having regard to the cost of acquiring and 
dealing with bank assets and its own cost of capital and other costs’.  3

6. The objective of NAMA was to provide the banks with a clean bill of health, to 
strengthen their balance sheets, to considerably reduce uncertainty over bad debts 
and as a consequence ensure a flow of credit on a commercial basis to individuals 
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and businesses in the real economy.  NAMA was originally conceived as a ‘workout’ 4

vehicle rather than a ‘bad bank’, in the sense that it acquired performing loans as 
well as non-performing loans.  

OBSERVATIONS 

1. There is a concern that NAMA under paid for the assets it acquired from the 5 
banks.  The main issue with the concept of long-term economic value is that in the 
dysfunctional market conditions that prevailed at the time, estimating a market 
value was by definition totally subjective.  There was a strong incentive for NAMA 
to pay the lowest price possible in order to realise the highest gains possible in 
order to make NAMA’s performance look good. This of course had the effect of 
doing more damage to bank balance sheets than was strictly necessary.  

To illustrate this point, the property assets behind the loans which NAMA acquired 
had a market value at the date of acquisition of €32.4bn.  However, NAMA has 
claimed that the market value of the loans associated with these assets was only 
€26.2bn presumably because of inadequate security associated with these loans.  
Nonetheless, when NAMA applied its ‘long term economic value’ uplift the 
acquisition price paid for the €74.2bn in outstanding loans was increased from 
€26.2bn to €31.8bn which was still below the market value (€32.4bn) for the 
property securing the loans. 

2. Through its operations, it would appear that NAMA undermined the ability of the 
development community to adequately manage, fund and develop their property 
assets.  In many cases this caused paralysis in both the residential and commercial 
development sectors with little new stock being constructed over the period 2009 
to 2015.  The knock-on effect of this is well documented with a national housing 
crisis still prevailing and having onward negative impact on Ireland’s reputation 
amongst overseas businesses looking at making global relocation decisions.  After a 
number of years of sub-normal demand for housing, there is strong pent-up 
demand and the market is not able to meet that supply. Housing is now justifiably 
recognised as one of the key economic and social challenges facing Ireland and 
NAMA’s influence on this sector of the market has been negative. 

3. The approach taken by NAMA to property related loans held by the Irish banks was 
to acquire good and bad loans under the umbrella of NAMA.  This resulted in a 
sharp decline in the market and serious difficulties for the banking sector.  NAMA 
failed to distinguish between ‘good’ developers who had a solid business model and 
who were professional in their approach, and bad developers who did not have the 
ability or expertise to deliver sustainable development.   

This has resulted in significant issues for the Irish property market. Although house 
building has recovered to some extent, the recovery is very modest. The level of 
completions is still well below what is required. In 2016, there were 14,932 new 
house completions, which is 80% higher than the low point of 8,301 in 2013.  5

Despite the improvement in supply, the level of house building is still way below 
requirements. It is probable that Ireland needs close to 30,000 new housing units 
every year for at least the next decade. The ESRI   estimates that in 2015, the 6

underlying demand for housing was 23,000 units; increasing to 27,000 by 2018; and 
reaching 32,000 units by 2024. Between 2010 and 2016, house completions 
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averaged just 11,497 units per year. Reflecting this low level of house building, 
there is excess demand for owner-occupier and rental properties; private rents are 
rising strongly and there is a social housing crisis. The main concern is that the 
dysfunctional nature of the housing market will undermine Ireland’s ability to 
exploit opportunities presented by Brexit. The reality is that the manner in which 
many developers were treated by NAMA has resulted in a situation where many 
developers are not in a position to deliver Ireland’s current and future housing 
needs. (Appendix 1 provides detailed analysis of the current housing market 
situation). 

4. Related to the above, if the Irish economy is to achieve and expand its growth 
potential over time, an adequate supply of suitable residential and commercial 
product is required.  It does not exist at the moment, not least because the 
professional developer class has been dealt a serious blow by the manner in which 
it was treated by NAMA since its inception.  To solve the construction requirements 
now and in the future, it is necessary to re-build a sector that has been decimated 
and stripped of a vital skills base.  

5. NAMA was originally conceived as an asset management company dealing with 
assets transferred from banks.  It was intended that NAMA would actively manage 
its loan portfolio over a period of years to ensure that the optimal value for money 
would be obtained for the taxpayer and would ensure that all loan agreements 
would be honoured in full.  It specified at the beginning that where write downs 
are taken, this would be offset by other loans within the NAMA portfolio which 
perform and which would realise a greater value than the cost of acquisition.  The 
clear implication was that NAMA would do its utmost to recover the €74.2bn worth 
of nominal debt which it acquired. 

However, NAMA now expects to produce a surplus estimated to be of the order of 
€2.3 billion’ by the time it completes its work.   This would demonstrate a 7

maximum return of €34.1 billion, leaving a minimum deficit of €40.1 billion being 
absorbed by the tax payer.  

6. In the context of the recovery of both the Irish and global property markets a 
return (surplus) of (maximum) €2.3bn on an investment of €31.8bn seems 
significantly lighter than would be expected.  This demonstrates a total return of 
7.23% over an 11-year period (to the end of 2020) which equates to 0.65% per 
annum.  In comparison to returns being obtained from other investment vehicles 
this is alarmingly low and may indicate gross mismanagement in its day to day 
operations.   

To validate this, I have looked at selected property assets by sector and by 
geographic region purchased by NAMA.  These sectors have been selected as 3rd 
party data are available to track the performance of NAMA’s management versus 
the market.  As set out in the table below, if we consider the loans (with an 
acquired value of €17.08 billion in November 2009 representing 53.7% of the value 
of total assets acquired by NAMA) against what has occurred with 3rd party indices 
to date, it demonstrates that all other things being equal, if those assets were still 
held, there would have been an uplift of €8.13 billion.   
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TABLE 1: 

Source: IPD, MSCI, CSO, Bloomberg. 

This demonstrates an uplift of 47.6% since the acquisition of NAMA’s loans. If one 
accepts that NAMA has not contributed to the recovery of the property markets in 
the above geographical locations, this suggests that for these assets, had NAMA 
done nothing they would have witnessed a €8.13bn gain on these assets.  If this is 
extrapolated out across the entire NAMA book, it suggests that the gains on the 
€31.8 billion of loans acquired, as at today’s date, should be €15.13 billion, plus 
approximately €3 billion in net (of interest cost) income. 

The returns that NAMA expects to deliver should be also compared with other 
investment returns obtained between November 2009 and November 2016. In the 
same period of time capital appreciation in the equity markets (as set out below) 
has been significantly higher than the returns NAMA anticipates obtaining.  Again, 
when we consider the total returns available the gap widens. 

TABLE 2: CAPITAL APPRECIATION VARIOUS EQUITY MARKETS 

ASSET % CHANGE 
NOV 09 to 
DATE

ORIGINAL 
€bn

CURRENT 
VALUE €bn

NET GAINS 
€bn

IRELAN
D

Office +40.2% €2.66 €3.72 +€1.06

Retail +8.2% €2.91 €3.14 +€0.23

Residential -3.3% €3.7 €3.58 -€0.12

UK Retail +70.4% €1.16 €1.98 +€0.82

Office +114.6% €2.10 €4.50 +€2.40

Industrial +106.0% €1.23 €2.53 +€1.30

Hotels +110.4% €1.81 €3.81 +€2.00

Residential +27.3% €1.29 €1.64 +€0.35

NI Retail +42.6% €0.22 €0.31 +€0.11

€17.08 €25.21 €8.13

MARKET % NOV 2009-
NOV 2016

ISEQ +120.1%

FTSE 100 +34.4%

S&P 500 +110.6%
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 Source: Bloomberg 

TABLE 3: TOTAL RETURNS VARIOUS ASSET CLASSES 2009-2016 

 Source: Bloomberg 

On the basis of the information above, the maximum surplus to be made by NAMA 
(€2.3bn) appears alarmingly light.  Brian McEnery (NAMA Director and Chair of Audit 
Committee) stated on the Marian Finucane  show that the sale of Project Jewel 8

‘sold for about €1bn of profit into NAMA’.  In addition, it is widely reported that 
the sale of the Battersea Power Plant in London contributed an additional €0.12 
billion in profit.  This would suggest that a maximum profit of €1.18bn will be 
made from the rest of the portfolio.  This is exceptionally low and demonstrates a 
poor return for the tax payer on its investment. 

In addition, NAMA is now providing funding finance for the development of 
residential (estimated by NAMA to be for 20,000 units) and commercial properties 
to a section of its borrowers and in some cases to its appointed Receivers.  Any 
such development should be done at a profit and the low level of anticipated 
profits may indicate that some of this development is being carried out at levels 
which do not accurately reflect the inherent risk associated with such an activity. 

7. According to the Section 53 Annual Statement for 2017, from the inception to the 
end of August 2016, NAMA had generated cumulative cash flow of €36.56 billion 
from its loan portfolio. This comprised €30.84 billion in asset disposal proceeds and 
€5.72 billion from other income, principally rental income from property assets 
controlled by debtors and receivers.   

The significant income that has been achieved from the assets bears testament to 
the quality of many of the assets that were taken from the banks.  Given the low 
surplus anticipated by NAMA, I am of the view that if the developers holding these 
assets had been supported rather than put out of business, then the assets would 
have generated greater returns.  It is clear from Project Eagle and other evidence 
that NAMA rushed the sales of its assets and in the process had to forego 
considerable capital gains which investors, who acquired the cheap assets, were 
able to exploit and generate.  To illustrate this point  

DJIA +94.8%

German DAX +97.1%

ASSET CLASS % CHANGE 2009-2016

S&P 500 +189%

Eurostox 50 +59%

ISEQ +215%

US GOV 1-10Y 
Bond

+18%

German 10Y +60%

Irish Govt Bond +70%
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I have listed in Appendix 2 some transactions where properties were sold by NAMA 
and subsequently re-sold by the purchasers within a short period of time. On 
average these show an average uplift of 46.69% from the price at which NAMA sold 
the asset to the price achieved by the purchaser on re-sale.  

The terms ‘vulture fund’ has become pervasive in the Irish vernacular.  It is long 
since accepted these funds are making huge profits from the assets/loans they 
acquire by active management and working through the assets towards an exit.  It 
would appear NAMA has abdicated its responsibility to carry out this task and is 
foregoing huge profits at the expense of the tax payer.   

8. The are other areas of concern with the management approach NAMA has adopted 
much of which is already in the public domain including the handling and sale of 
Project Eagle (with a loss of £190 million estimated by the C&AG but disputed by 
NAMA) and the loss of approx. €460m from not acquiring discounted junior bonds at 
a time when NAMA was already predicting a surplus.  

Conclusions 

In conclusion, I am of the following views: 

1. The actions of NAMA have resulted in a situation where there are not enough viable 
developers to satisfy housing demand.  This has had an adverse effect on the Irish 
economy. 

2. As a result of the actions of NAMA the banks are not in a position to fund future 
housing needs.  Developers who are not receiving funding from NAMA are finding it 
difficult to source affordable development credit; mortgage lending totaled just 
€5.6 bn  in 2016, which is around half of what would be required at this stage; and 9

credit conditions for the SME sector are still very difficult, with onerous conditions 
such as forcing company directors to sign undated letters of resignation as 
collateral for business loans.  The bottom line is that the Irish banking system is 10

not functioning as it should, and clearly the NAMA promises in this regard are not 
being delivered upon. In fact, I believe that the actions of NAMA exacerbated the 
problems for the banking system and have delayed a return to normal functioning.  

3. It would appear NAMA has been aiming to recover its initial investment of €31.8bn 
and not the €74.2bn of debt originally owed to the 5 main banks.  As such, in 
excess of €40bn has been left behind by NAMA at the expense of the tax payer.  The 
estimated surplus is a paltry return on the investment and may be indicative of 
gross mismanagement.  
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Appendix 1 

THE CURRENT STATE OF THE HOUSING MARKET 

Despite the unprecedented level of house building that occurred up to 2006, 
Ireland is now experiencing a significant shortage of social housing, owner-
occupied housing and rental properties. In General Election 2016 this was 
highlighted as a significant economic, political and social issue and it forms a key 
element of the Programme for Government.  

Occupier demand is now coming back into the market. This is being driven by solid 
economic and demographic developments. The latest Census results show that the 
Irish population increased to 4.76 million in 2016 and 48% of this population is 
under the age of 44.  However, supply remains a problem.  Following the sharp fall 
in house building after 2009, there is simply not enough supply to meet that 
demand. This is resulting in a serious shortage of housing for owner-occupier, 
rental and social housing purposes.  

Although house building is recovering, the level of completions is still well below 
what is required. In 2016, there were 14,932 new house completions, which is 80% 
higher than the low point of 8,301 in 2013. Despite the improvement in supply, the 
level of house building is way below requirements. It is probable that Ireland needs 
up to 30,000 new houses every year for at least the next decade, but between 
2010 and 2016, house completions averaged just 11,497 per year. 

House Completions 

  

Source: Department of Housing, Planning, Community & Local Government 

The following are the key trends in residential house prices: 

• National average house prices declined by 54.4% between the peak of the market 
in April 2007 and the low point of the market in March 2013. Between March 2013 
and December 2016, prices have increased by 49.1%;  

• In the Rest of Ireland (excluding Dublin), average house prices declined by 56.5% 
between the peak of the market in May 2007 and the low point of the market in 
May 2013. Between May 2013 and December 2016, prices have increased by 46.6%; 
and 
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• In Dublin, average house prices declined by 59.1% between the peak of the market 
in February 2007 and the low point of the market in May 2012. Between May 2012 
and December 2016, prices have increased by 64.3%.  

 House Price Index 

  

Source: CSO 

Private rents declined by 25.7% between March 2008 and the end of 2010. They 
have increased strongly over the past couple of years. In December 2016, private 
rents were 9.7% higher than a year earlier, and were 50.4% higher than the bottom 
of the rental market in late 2010.  

Private Rent Index 

  

Source: CSO, Consumer Price Index, January 2017. 
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One 
Warringto
n Place, 
Dublin 2

David Arnold May 
2012

€27.4m Northwo
od 
Capital

July 
2015

€42m Irish Life 53.28% Irish Times 15th 
October 2015 
‘Buying low and 
selling high, a 
formula that 
never gets old’

Riverside 
2, Sir 
John 
Rogerson’
s Quay

Elliot, Kelly, 
Flynn etc. in 
Receivership 

2011 €35.5m AM Alpha Q4 
2013

€50m IPUT 40.8% Irish Times 21str 
December 2013 
‘Irish pension fund 
IPUT buys 
Docklands office 
property for 
€143m’

Platinum 
Portfolio, 
Dublin 2 
& 4

Sean Dunne in 
Receivership

Q1 
2014

€160m 
for 
entire 
portfolio 
which 
was 
bought 
by 
Google 
and 
Blacksto
ne – 
Blacksto
ne 
portion 
of 
portfolio 
estimate
d to be 
approx. 
€100m 
and 
Google 
at €60m

Google 
and 
Blacksto
ne

Q1 & 
3 
2016

Blacksto
ne sold 
their 
entire 
portion 
to 
differen
t parties 
for 
approx. 
€135m 
(combin
ed)

Hibernia 
REIT, 
Realis  
and Irish 
Life 
(Hume 
House)

35% Irish Times 24th 
February 2016 ‘US 
fund Blackstone to 
flip Ballsbridge 
block it bought 
just over 12 
months ago’ and 
Irish Times 25th 
November 2015 
‘Blackstone to flip 
blocks for €43m 
profit’ and Irish 
Times 28th 
September 2016 
‘Irish Life pays 
€35m for Dublin 
office block it sold 
for over €100m’

Central 
Park, 
Leopardst
own, 
Dublin 18

Treasury 
Holdings in 
Receivership

Marc
h 
2014

€311.5m 
with 
€229m 
attribut
able to 
commer
cial 
aspects

Green 
REIT 
with 
Pimco & 
Kennedy 
Wilson

Nov 
2015

€155m 
for 
Pimco 
50% 
interest 
which 
originall
y cost 
€114.5m

Green 
REIT

35.37% Original portfolio 
split between 
Green & KW.  KW 
portion attributed 
at €82m leaving 
Green element at 
€229m.  Green 
REIT website press 
release 19th 
November 2015 
and 28th March 
2014

New 
Century 
House, 
IFSC, 
Dublin 1 

Quinlan 
consortium

Sept 
2013 

€28m CMP 
Investme
nt 
Partners

Marc
h 
2014

€47m Hibernia 67% Irish Times 11th 
March 2014 
‘Hibernia REIT 
acquires IFSC 
building for €47 
million’
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Source: Lisney 

Allianz 
building 
at Elm 
Park, 
Merrion 
Road, 
Dublin 4

McNamarra/
Courtney in 
Receivership 

Feb 
2016

€53m Starwood June 
2016

€58m Standard 
Life

9% Irish Times 15th 
June 2016 
‘Starwood flips Elp 
Park block in 
Dublin 4 aftr four 
months for tidy 
profit’.  Reported 
that acquisition 
cost of building at 
€53m

Bishop’s 
Square, 
Dublin 8

McNamara/
O’Reilly/IPUT

Q1 
2013

€65m King 
Street 
Capital

Q1 
2015

€92.5m Hines 42.3% Irish Times 25th 
November 2015 
‘Blackstone to flip 
blocks for €43m 
profit’

The 
Forum, 
IFSC, 
Dublin 1

Quinlan/Arnold Dec 
2012

€28m Atlas 
Capital

Augu
st 
2014

€37.8 Hibernia 
REIT

35% Irish Times 22nd 
August 2014 
‘Hibernia REIT 
acquire Forum 
building in IFSC 
for €37.8m.

Dock Mill, 
Barrow 
Street, 
Dublin 4

2013 €1.3m Chris 
Jones

Jan 
2014

€13m Google 381% Reported that CJ 
spent €1.4m on 
building.  Irish 
Times 28th January 
2015 ‘Google buys 
former warehouse 
at Grand Canal 
Dock’

Project 
Holly 

Sean Reilly loans Jan 
2014

€220m Lonestar Marc
h 
2015

€350m 
for 
portfolio 
but 
onward 
sale 
exclude
d 
CityNort
h Hotel 
and 
adjoinin
g lands. 

Starwood 59% Irish Times 23rd 
Jan 2013 ‘Lone 
Star captures Sean 
Reilly’s loan 
portfolio’.  Irish 
Independent 13th 
March 2015 
‘Starwood REIT 
buys Dublin office 
portfolio’ and 
CoStar 16th April 
March 2015 
‘Starwood 
confirms enlarged 
€452.5m Dublin 
office portfolio 
purchase’. 

Site at 
1-6 Sir 
John 
Rogerson’
s Quay, 
Dublin 2

Derek Quinlan June 
2013

€7.5m Urbanest June 
2015

€17.5m Hibernia 
REIT

133% Irish Times 15th 
October 2015 
‘Buying low and 
selling high, a 
formula that 
never gets old’

Totals €680.2m €997.8m 46.69%
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