
THE WAY FORWARD 
FOR IRELAND

I
n the wake of the 2008 global �nancial crisis, 

which saw Ireland su�er from both a banking 

and property market crash, the economy lost 

its ability to borrow in the capital markets 

and required €67bn in bailouts to re�nance its 

banks. Yet Ireland has made notable progress 

in reversing its fortunes and the past year 

represented a major turning point in its recovery.

Indeed, further to becoming the �rst eurozone 

country to exit its bailout programme (last 

December), Ireland can now boast a return 

to the sovereign debt markets following a 

successful issuance of government bonds in 

January. Progress has been rapid and in early 

May 2014 Ireland’s long-term borrowing costs 

fell below the UK’s for the �rst time in six years. 

�anks to this signi�cantly improved outlook, 

ratings agency Moody’s boosted Ireland’s credit 

rating by two notches to Baa1, bringing their 

view in line with Fitch and S&P. �ese key 

developments – reached in quick succession – are 

a clear indication that Ireland is back on track.

A key policy to enable recovery has been 

Ireland’s determination to drive infrastructure 

development as a means of boosting both job 

levels and overall economic growth. 

�ere is momentum for both new and existing 

projects, with PPPs playing a crucial role in 

future project delivery – for social and transport 

infrastructure in particular. For instance, the 

government recently made €200m available 

to fund new projects in social housing, road 

schemes and tourist-related works. �is is 

in addition to the €2.25bn stimulus package 

announced in July 2012, including €1.4bn 

speci�cally for PPP projects – implemented 

in response to lingering economic challenges 

such as high unemployment and continuing 

infrastructure shortfall.
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As Ireland cements its post-crisis recovery with a return to the debt markets, international 
investor confidence in the country’s infrastructure and PPP sector is rising

closing of this deal should aid investor 

con�dence in other projects that are currently  

in procurement.

�e current pipeline from the last stimulus 

re!ects a buoyant PPP market. It is encouraging 

to see the tenders attracting international 

contractors and �nancial sponsors. With Schools 

Bundles 4 and 5, Grangegorman, primary care 

and courts as well as the N25 and M11 roads, 

the market is not lacking in deals and one can be 

quietly con�dent that increasingly competitive 

funding will be available for them.

Furthermore, Ireland is likely to gain even 

greater attention among investors as PPP 

projects decline elsewhere. In the UK, for 

example, this type of procurement has all but 

dried up – leading many big players in the 

industry to shi" their gaze to the ‘Emerald Isle’.

Of course, economic challenges remain, 

and cannot be ignored. High debt levels serve 

as a reminder of the severity of the crisis, and 

the economy would need to continue growing 

at a signi�cant pace – for several years – for 

these levels to recover. Exports, also, have not 

grown as strongly as expected, while domestic 

consumer spending has been curtailed by tax 

increases and spending cuts under the terms of 

the bailout.

Keeping in mind the fact that Ireland is a 

peripheral eurozone country, it’s widely accepted 

to now be on the right track. Since its bailout, 

for instance, it has met every major �scal target 

and consequently been held up as an austerity 

success story.

Ireland continues to make signi�cant strides in 

its economic recovery, and – particularly in light 

of the government’s support of PPP schemes – its 

infrastructure market will certainly be one to 

watch over the next 12 months. 

With lowered sovereign credit ratings and a 

number of previous project cancellations, it is 

understandable that investors and contractors 

remain cautious about re-entering the Irish PPP 

market. To encourage interest, the government 

even considered possible reimbursement of bid 

costs as a temporary measure.

But we think the PPP market is turning a corner 

and has been revitalised over the past 12 months 

– chie!y in the roads sector. Financial close for 

the N7/N11 was achieved in April 2013, and the 

project is now under construction. Meanwhile, the 

N25 New Ross Bypass as well as the M11 Gorey 

to Enniscorthy PPP are both in the tender phase, 

aiming for �nancial close by early 2015.

�e most notable milestone for Ireland’s 

recovery in the infrastructure sector has been the 

recent closing of the N17/N18 motorway project – 

a 57km standard dual-carriageway route between 

Gort and Tuam. �e �nancing structure is based 

on a PPP contract with the Irish National Roads 

Authority, won by the Direct Route consortium 

comprising Marguerite Fund, InfraRed, Sisk, 

Lagan, Roadbridge and Strabag. Natixis acted 

as mandated lead arranger and hedging bank – 

bringing a €118m contribution to the total €331m 

�nancing – and was the largest international 

commercial lender on the deal. �e other MLAs 

were the European Investment Bank as well as 

Société Générale (also a �nancial adviser to the 

consortium) and Bank of Ireland. 

Certainly, the N17/N18 project marks a 

turning point for the PPP market in Ireland – 

particularly with the return of international 

lenders to the Irish PPP market. �e appetite 

from institutional investors is also notable, 

with Natixis being able to bring liquidity from 

two insurance companies to the transaction, 

including its partner Ageas. �e successful 
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