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European Leveraged Loan CDO Asset Manager Profile 
Avoca Capital (Avoca) is a Dublin-based, privately owned, structured credit manager, focused on European 
leveraged loan collateralised loan obligations (CLOs). The company was founded in 2002 by Donal Daly and 
Alan Burke, formerly CLO investment director and director of acquisition finance, respectively, at Allied Irish 
Banks plc. As of April 2008, Avoca's assets under management (AUM) were EUR3.8bn, over 90% of which 
was invested in CLOs of European leveraged loans. 

Avoca’s CAM2+ rating reflects the company’s depth of experience in CLO management since 2002 and 
leading market position as the fifth largest European CLO managers by AUM. It also reflects the 
comprehensive credit research supporting the clearly articulated and consistent investment process, the depth 
and experience of staff and the very good performance of all CLOs to date, while recognising the planned 
enhancements to Avoca’s IT platform. 

European Leveraged Loan CDOs Under Management 
(As of April 2008) 

Name Closing Structure Primary Asset Original Size (EUR) 
Avoca CLO II Nov 2004 Cash flow European secured leveraged loans 360,000,000 
Avoca CLO III Mar 2005 Cash flow European secured leveraged loans 400,000,000 
Avoca CLO IV Jan 2006 Cash flow European secured leveraged loans 450,000,000 
Avoca CLO V Jun 2006 Cash flow European secured leveraged loans 500,000,000 
Avoca CLO VI Nov 2006 Cash flow European secured leveraged loans 500,000,000 
Avoca CLO VII Apr 2007 Cash flow European secured leveraged loans 700,000,000 
Avoca CLO VIII Aug 2007 Cash flow European secured leveraged loans 500,000,000 
Avoca Credit 
Opportunities Fund 

Aug 2007 Market Value European secured leveraged loans 367,500,000 

 Total    3,777,500,000 
Avoca CLO I (EUR300m) was called in December 2006 at a 17.0% equity IRR. 

 

Strengths Challenges and Mitigants 
• Focused business strategy with 

adherence to core competencies in 
leveraged finance. 

• Affirmed position in the European CLO 
market, resulting from size and first 
mover advantage. 

• Highly documented credit-intensive 
research practices, supporting consistent 
and stable investment strategies. 

• Senior management experience and 
leadership. 

• Excellent stability of team, a reflection of 
long-term commitment of staff and 
compensation/retention structure. 

• Very good performance delivered on all 
CLOs to date. 

• To continue to mitigate IT and operational risks 
resulting from the current reliance on 
spreadsheets for key business processes. 
Mitigated by the planned system enhancements 
and strong control environment. 

• To deliver the planned system enhancements in 
a timely and efficient fashion, mitigated by the 
deliberate and diligent approach to system 
development and addition of a dedicated IT 
director. 

• To maintain the good performance track record 
in more difficult market conditions. Avoca shows 
a good level of preparation in regards to 
managing portfolios in a downturn. 

 

Company and Management Experience — ‘2+’ 
• Significant and successful credit experience in CLOs and leveraged finance market since 2003 as a 

company and since 1999 for the managing directors. Donal Daly and Alan Burke, founders and CIOs, 
have 17 and 11 years’ leveraged finance experience respectively, partially acquired as directors of 
acquisition finance at Allied Irish Banks plc. 

• Long-term commitment to the European CLO market, focused on maximising the value of the 
business franchise. 

• Solid, focused business strategy, which has resulted in a leading position within the European CLO 
market. 

• Highly profitable with a growing capital base, although lacking in institutional support. 
 
Staffing — ‘1-’ 

• Avoca consists of 34 people, divided between the front-office teams (leveraged finance team, two 
managing directors (MDs) and portfolio management team (three MDs), supported by 13 credit 
analysts) and the 14-person fund administration and compliance team. 

• Credit analysts/portfolio managers are experienced leveraged finance professionals with a banking 
and finance background. MDs have an average of eight years’ experience in leveraged finance, partly 
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acquired at AIB Acquisition Finance. 
• Good backup of MDs (five) by associate directors (five) and associates (eight), limiting key person risk and favouring training 

and professional development. 
• Very low account load per analyst (seven names on average), with analysts primarily focusing on surveillance and secondary re-

analysis in the context of weak primary flow. 
• Operations, IT, risk and compliance functions are independently owned by an experienced chief operating officer, Michael 

Gilleran, hired in September 2006, supported by a financial controller and accounts assistant. Avoca is in the late stages of 
recruiting a dedicated IT director. 

• The 10 person administration team provides support in the areas of fund administration, cash management, trade support, 
investor reporting and compliance, thus enabling analysts to focus on their research efforts. 

• Excellent stability of staff since inception with only one departure, principally because of the team’s long-term commitment and 
the compensation and retention structure. 

 
Procedures and Controls — ‘2+’ 

• Very good documentation of operating procedures, research, and investment decisions, reinforced by an external business 
process review in 2006. 

• Clear segregation between business and support/control responsibilities. 
• Company-wide control environment adequately mitigates inherent operational risk, arising from manually intensive and 

spreadsheet-based fund administration processes.  
• Robust control of credit risk through strict credit research practices, approval process and monitoring. 
• Close management and control oversight through management information and hands-on approach at key stages of the 

investment process. 
 
Portfolio Management — ‘1-’ 

• Clearly articulated investment process consistently implemented and adhered to. 
• Comprehensive credit research on focused and strictly defined investment universe criteria and subsequent effective screening 

at an early stage. 
• High quality of preliminary assessments and full credit applications, documenting comprehensively the results of the due 

diligence. 
• High quality and in-depth financial modelling with overall conservative assumptions. 
• Good access to deal flow based on (ticket) size, established relations with arrangers and private equity sponsors. 
• Disciplined investment decision-making process at key stages, resulting in focussed asset selection. Credit approval and fund 

allocation is formalised by Avoca’s credit committee, consisting of the CIOs and managing directors. 
• Ongoing individual loan portfolio monitoring of Avoca’s 105 loans under management based on ad hoc credit grading updates, 

monthly formal reviews, and quarterly monitoring through macro reviews at the portfolio level. 
• No workout specialist as Avoca aims to avoid workout situations, but individuals such as Donal Daly have workout experience. 

 
CDO Administration — ‘2’ 

• Sufficient loans and CDO administration capabilities, based on manually intensive spreadsheet-based processes. 
• Effective workflows, oversight, and controls have been established through a long-term relationship with the trustee. 
• Avoca is about to begin testing CDO Sentry as the core CDO administrative system as a replacement to the current 

spreadsheet-based solutions. Fitch views this development positively. 
• Best-in-class investor reporting among the CLO managers reviewed by Fitch Ratings in Europe. 

 
Technology — ‘3+’ 

• Avoca developed its own in-house CDO systems, models and databases using spreadsheets. These were independently 
reviewed and validated by a consulting firm in 2006. 

• Avoca has adopted a diligent and deliberate approach to its IT development. During 2007 it invested heavily in IT hardware, and 
as of March 2008, is beginning to test or build software solutions to support the areas of portfolio management, fund 
administration (CDO Sentry, provided by Atlantic Information Systems) and client relationship management. 

• While the planned system enhancements have not yet been implemented, Fitch believes that when implemented, these systems 
will result in substantial improvements to the scalability of Avoca’s critical processes and reduced data integrity risk. 

 
CDO Performance — ‘2+’ 

• Overall very good performance of all Avoca CLOs over an increasingly substantial period of time. 
• Avoca I realised a 17% net equity internal rate of return (IRR), which compares very favourably with the other realised equity 

IRRs known to Fitch in Europe. Equity distributions to the other CLOs have been in line with or above expectations to date.  
• All of the rated notes have been consistently affirmed to date. 
• No breaches of any portfolio quality tests to date. Par has been built across all portfolios. 
• Portfolio quality has remained stable: there have been no defaults and there are no ‘CCC’ or below rated assets in any CLO. 
• New issue reports and additional performance information on all Fitch-rated Avoca CLOs are available at www.fitchratings.com. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


