
 
 
Ireland still 'favoured' securitisation destination 
 
Irish CLOs may see post-Brexit boost 
 
The Central Bank of Ireland recently published figures stating that the total 
value of assets in Irish special purpose entities (SPEs) has fallen €58.9bn this 
year. While a striking number, this has little relation to the use of SPEs for 
securitisation and nor has it affected ongoing activity involving the acquisition 
and securitisation of portfolios of Irish non-performing loans. 
 
Conor Houlihan, partner and head of banking and capital markets at Dillon 
Eustace, comments that while the headline €58.9bn figure is “quite startling” it 
is only in relation to a small number of entities. He adds that the number of Irish-
domiciled SPEs has “actually increased” with over 70 new vehicles launched in 
1Q18. 

Houlihan adds that the value of assets in financial vehicle corporations, which 
are typically used for securitisation in Ireland, has also increased. He comments 
that this is a better indicator of the health of the structured finance industry in 
Ireland which, he suggests, is anything but in decline. 

While the government introduced changes to tax law, Houlihan doesn’t think 
this has much to do with the movement of funds out of Irish SPEs.  Instead, he 
suggests external factors played more of a role, such as foreign tax changes 
and, similarly, the Central Bank of Ireland reports a decline in Russian-
sponsored SPEs in Ireland, particularly as a result of Russian sanctions. 

Houlihan adds: “I would say that the reduction in the total asset value of Irish 
SPEs has little or nothing to do with last year’s changes to Section 110 of the 
Taxes Consolidation Act 1997, which were a response (and limited in effect) to 
so-called ‘vulture funds’ using section 110 structures to acquire/hold portfolios 
of Irish real estate loans while paying little tax in Ireland.” 



He continues:  “It is important not to confuse this issue or allow it to detract from 
the very proactive and positive approach that Ireland has taken in response to 
wider international tax developments such as BEPS.” 

In fact, he suggests that Ireland’s ability to develop and update its tax regime 
helps to provide a competitive edge for the country in securitisation. This is 
demonstrated by the increase in the value of assets held in Irish securitisation 
SPEs and further shows that Irish SPEs continue to stand as an “attractive and 
compelling option for such transactions,” says Houlihan. 

As well as being an often favoured destination for European securitisation more 
broadly, Ireland is regularly selected above others for CLOs, suggests 
Houlihan: “Ireland also leads the way as the top EU jurisdiction for the issuance 
of CLOs and, of course, Euronext Dublin (formerly the Irish Stock Exchange) 
remains as the key listing venue for US and European CLOs (and other 
structured debt issuance).” 

There are two options that, for example, a US CLO manager can take if it wants 
to issue a CLO in Europe. One is to rely on a third country passport regime to 
manage Irish/EU CLO issuers on a cross-border basis and the other option is 
to set-up a new regulated entity in the EU to do so. 

Houlihan accepts that many US managers have opted to establish in the UK, 
instead of Ireland, although he points out that several large firms have 
established in Ireland, including KKR and Blackstone. He adds that Irish MiFID 
II regulations have a safe harbour for non-EU investment firms providing 
services on a cross-border basis to Irish per se professional clients under 
certain conditions. 

He says that Brexit may, therefore, result in an increase in the number of CLO 
managers operating from Ireland or a boost to the number of Irish CLO issuers 
managed by UK managers on a cross-border basis. 

Houlihan concludes that, despite the high value of movements of funds as 
reported by the Central Bank of Ireland, “…Ireland remains the largest 
securitisation destination in the Eurozone, continues to see more SPVs 
established here and securitisation activity continues to rise across a range of 
asset classes, with no indication of that slowing down.” 
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