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The problems of hybrid financial instruments in 
international tax law 
 

Increasing opportunities for companies' tax planning strategies have been evaluated within 

the scope of matters requiring measures on national and regional scale following the 

introduction of the Base Erosion and Profit Shifting (BEPS) action plans developed by the 

OECD since 2013.  

 

OECD's BEPS Action Plan 2 deals with Hybrid Mismatch Arrangements.  

 

Hybrid financial instruments within the scope of hybrid mismatch arrangements are 

causing the usage of different allocation rules in the OECD Model Tax Convention of the 

states of residence and source, in other words, the hybrid financial instruments cause 

determination of earnings types differently.  

 

In this study, taxation problems caused by hybrid financial instruments in international tax 

law are explained and some proposals of solution under BEPS Action Plan 2 are given.  

 

 

 
Explanations in this article reflect the writer's personal view on the matter. EY and/or Kuzey YMM ve Bağımsız 

Denetim A.Ş. disclaim any responsibility in respect of the information and explanations in the article. Please be 

advised to first receive professional assistance from the related experts before initiating an application 

regarding a specific matter, since the legislation is changed frequently and is open to different interpretations. 

 


