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Introduction 
Positioning Private Markets Fixed Income Opportunities  
 
In the dynamic landscape of fixed-income securities, private markets corporate bonds, 
represent a significant yet underexplored segment. These instruments, typically issued by 
private corporations and financial institutions, offer an attractive alternative for investors 
seeking higher yields compared to traditional listed and govermental bonds. Despite their 
higher risk and lower liquidity, private markets corporate bonds have garnered substantial 
attention due to their potential for robust returns. 
 
The market for private markets corporate bonds is both expansive and complex, 
characterized by its unique blend of opportunities and challenges. Unlike publicly traded 
securities, these bonds are often issued through private placements, making them highly 
customizable to meet specific investor needs. This paper aims to shed light on the size and 
dynamics of this market, exploring the key factors driving its growth, the risks involved, and 
the strategic considerations for investors. 
 
As global financial markets continue to evolve, understanding the nuances of private 
markets corporate bonds becomes increasingly critical for sophisticated investors and 
financial professionals. This white paper provides a comprehensive overview of the market 
for these instruments, delving into recent trends, regulatory frameworks, and the 
economic factors influencing their performance. Through this analysis, we aim to equip 
readers with the insights necessary to navigate the complexities of investing in private 
markets corporate bonds and to capitalize on the opportunities they present. 
 
The subsequent sections will delve deeper into the structure and characteristics of private 
markets corporate bonds, examining their issuance patterns, yield profiles, and the risk-
return trade-offs they entail. We will also explore a case study and market data to illustrate 
the real-world applications and performance of these instruments, offering a balanced 
perspective on their role in a diversified investment portfolio. 
 
H Capital Securitization is a recognized leader in issuing private markets corporate bonds, 
with extensive expertise in creating and managing a diverse portfolio of fixed-income 
propositions. Our comprehensive approach ensures that investors have access to a wide 
range of bonds tailored to various risk appetites and investment goals. By leveraging our 
deep market knowledge and robust securitization capabilities, H Capital Securitization 
provides innovative and reliable fixed-income solutions that meet the evolving needs of 
clients and investors. 
 
Tal Yampolsky  
 
 
Managing Director  
H Capital Securitization SA 
Member of H Capital Ventures Group 
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Types of Fixed Income Products 
 
Fixed income products are essential 
components of investment portfolios, 
offering a variety of benefits including 
stable income, capital preservation, and 
diversification. They encompass a wide 
range of securities that promise to pay 
investors fixed or variable interest 
payments at regular intervals until 
maturity, at which point the principal is 
returned. This chapter explores the 
different types of fixed income products, 
categorized into public, governmental, 
and private markets. 
 

Public Fixed Income Markets 
 
Public fixed income markets primarily 
involve securities issued by corporations 
and governments that are traded on 
public exchanges. These markets are 
characterized by their high liquidity and 
transparency. 
 
Corporate Bonds 
 
Corporate bonds are debt securities 
issued by companies to raise capital for 
business operations, expansion, or other 
expenditures. They offer higher yields 
compared to government bonds due to 
the higher risk associated with corporate 
issuers as mostly they issued in an 
unsecured manner. Corporate bonds are 
categorized into: 
 
- Investment-Grade Bonds: Issued by 

companies with high credit ratings 
(BBB or higher by Standard & Poor’s or 
Baa3 or higher by Moody’s). These 
bonds are considered relatively low 
risk due to the creditworthiness of the 
issuer. 

- High-Yield (Junk) Bonds: Issued by 
companies with lower credit ratings 
(BB or lower). These bonds offer 
higher yields to compensate for the 
increased risk of default  . 

 

Municipal Bonds 
 
Municipal bonds are issued by state and 
local governments or their agencies to 
fund public projects such as schools, 
roads, and hospitals. They come in two 
main types: 
 
- General Obligation Bonds: Backed 

by the full faith and credit of the 
issuing government entity, including 
its taxing power. 

- Revenue Bonds: Secured by specific 
revenue sources, such as tolls from a 
highway or fees from a public utility . 

 

Governmental Fixed Income Markets 
 
Governmental fixed income products 
include debt securities issued by national 
governments and their agencies. These 
securities are considered low-risk 
investments because they are backed by 
the issuing government's credit-
worthiness. 
 
Treasury Securities 
 
Treasury securities are debt instruments 
issued by the U.S. Department of the 
Treasury. They are widely regarded as 
risk-free investments. Treasury securities 
include: 
 
- Treasury Bills (T-Bills): Short-term 

securities maturing in one year or less. 
They are sold at a discount and pay 
face value at maturity. 

- Treasury Notes (T-Notes): Medium-
term securities maturing in two to ten 
years, paying interest semi-annually. 

- Treasury Bonds (T-Bonds): Long-
term securities maturing in 20 to 30 
years, also paying interest semi-
annually. 

- Treasury Inflation-Protected 
Securities (TIPS): Bonds that provide 
protection against inflation. The 
principal increases with inflation and 
decreases with deflation, as 
measured by the Consumer Price 
Index (CPI) . 
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Sovereign Bonds 
 
Sovereign bonds are issued by foreign 
governments and are typically 
denominated in either the domestic 
currency or a foreign currency. The risk 
associated with these bonds depends on 
the issuing country's economic stability 
and political environment . 
 

Private Fixed Income Markets 
 
Private fixed income markets involve debt 
securities that are not publicly offered. 
These securities are typically issued 
through private placements and are 
accessible to professional investors such 
as institutional investors, high-net-worth 
individuals (HNWI), and ultra-high-net-
worth individuals (UHNWI). 
 
Private Placements 
 
Private placements are securities sold 
directly to a limited number of investors 
without an extended offering. These debt 
instruments often offer higher yields due 
to their lower liquidity compared to public 
market securities. They can include 
corporate debt, structured notes, and 
mezzanine financing . 
 
Debenture Bonds 
 
Debenture bonds are debt instruments 
issued by companies, relying on the 
issuer's creditworthiness and / or 
collateral. These bonds can be attractive 
for private market investors seeking 
higher returns. Luxembourg law, for 
example, offers a favorable regulatory 
environment, as will be expended later, 
for issuing debenture bonds, making it a 
preferred jurisdiction for private 
placements . 
 

 

Real Estate Debt 
 
Real estate debt investments involve 
lending money to real estate developers 
or property owners, secured by the 
underlying property. These investments 
can provide attractive yields, particularly 
in a low-interest-rate environment, and 
can be structured as mortgages, 
mezzanine loans, or preferred equity . 
 

Market Dynamics and Trends 
 
General Fixed Income Market 
 
The fixed income market has been 
influenced by various macroeconomic 
factors such as interest rates, inflation, 
and monetary policy. In recent years, the 
search for yield in a low-interest-rate 
environment has driven investors toward 
higher-yielding, riskier segments of the 
market, including high-yield bonds and 
private debt . 
 
Debenture Bonds in Luxembourg 
 
Luxembourg has emerged as a key 
player in the private debt market due to 
its robust legal framework, favorable tax 
regime, and investor-friendly 
environment. Debenture bonds issued 
under Luxembourgish law benefit from 
legal certainty and flexibility, making 
them an attractive option for both issuers 
and investors . 
 
HNWI and UHNWI Involvement 
 
HNWI and UHNWI investors are 
increasingly turning to private debt 
markets to diversify their portfolios and 
achieve uncorrelated returns. These 
investors often seek customized 
investment opportunities that align with 
their risk tolerance and investment 
objectives, making private placements 
and debenture bonds particularly 
appealing . 
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Conclusion 
 
Fixed income products offer a diverse 
range of investment opportunities across 
public, governmental, and private 
markets. Understanding the different 
types of securities, their risk profiles, and 
market dynamics is crucial for making 
informed investment decisions. As the 
investment landscape evolves, fixed 
income products will continue to play a 
vital role in portfolio construction, 
providing stability and income to a wide 
range of investors. 
 

Uniqueness of Secured Private Market Bonds 
with Principle Securitization 
 
Secured private market bonds with 
principle securitization offer a unique 
investment opportunity that combines 
the benefits of asset-backed securities 
with the stability of fixed income 
investments while reducing the reliens on 
the creditworthiness of the issuing 
company. This chapter explores the 
distinct characteristics and advantages of 
these bonds. 
 

Definition and Structure 
 
Secured Private Market Bonds: These 
bonds are issued by private companies or 
entities and are backed by specific assets 
owned by the issuer. The assets serve as 
collateral, providing security to 
bondholders in case of default. 
 
Principle Securitization: In addition to 
the collateral backing the bonds, 
principle securitization involves the 
creation of securities backed by the 
principal payments of the underlying 
bonds. These securities represent a 
portion of the principal amount owed to 
bondholders and are traded separately 
from the original bonds. 
 
 

Unique Features 
 
Asset-Backed Security: Secured private 
market bonds offer the security of asset-
backed securities, where the underlying 
assets provide a source of repayment for 
bondholders. This reduces the risk of 
default and enhances investor 
confidence. 
 
Principal Securitization: The 
securitization of principal payments 
allows investors to access a liquid market 
for trading their investment. This 
enhances liquidity and provides flexibility 
for investors to adjust their portfolios 
according to changing market conditions. 
 
Diversification Benefits: Investing in 
secured private market bonds with 
principle securitization offers 
diversification benefits, as investors gain 
exposure to a portfolio of assets across 
different industries and sectors. This 
helps spread risk and can improve overall 
portfolio performance. 
 

Advantages for Investors 
 
Stability: The collateral backing secured 
private market bonds provides stability 
and security for investors, reducing the 
risk of capital loss in the event of default 
by the issuer. 
 
Predictable Cash Flows: These bonds 
typically offer regular interest payments, 
providing investors with predictable cash 
flows over the life of the investment. 
Principle securitization further enhances 
cash flow predictability by providing a 
liquid market for principal payments. 
 
Potential for Higher Returns: Secured 
private market bonds often offer higher 
yields compared to traditional fixed 
income investments, reflecting the 
additional risk associated with private 
market securities. Principle securitization 
adds another layer of potential returns 
through trading opportunities in the 
secondary market. 
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Considerations for Investors 
 
Due Diligence: Investors should conduct 
due diligence on the issuer and 
underlying assets to assess the security 
level and risk profile of the investment. 
 
Market Conditions: Market conditions, 
including interest rates and credit 
spreads, can impact the performance of 
secured private market bonds. Investors 
should carefully consider market 
dynamics before investing. 
 
Liquidity Risk: While principle 
securitization enhances liquidity, 
investors should be aware of potential 
liquidity risk, especially in times of market 
stress or economic downturns. 
 

Conclusion 
 
Secured private market bonds with 
principle securitization offer a unique 
investment opportunity that combines 
the security of asset-backed securities 
with the liquidity and trading flexibility of 
principle securitization. These bonds 
provide stability, predictable cash flows, 
and potential for higher returns, making 
them an attractive option for investors 
seeking diversification and income 
generation in their portfolios. 
 

Risk-Reward Profiles of Different Types of 
Bonds 
 
Investors seeking to include bonds in 
their portfolios must understand the 
varying risk-reward profiles associated 
with different types of bonds. This chapter 
delves into public, governmental, and 
private market bonds, providing insights 
into their risk and reward characteristics. 
 
 
 
 
 

Public Bonds 
 
Corporate Bonds 
- Risk: Corporate bonds are issued by 

companies and generally offer higher 
yields than government bonds to 
compensate for higher risk. The risk 
varies significantly depending on the 
issuing company's financial health. 
Investment-grade corporate bonds 
are less risky than high-yield or junk 
bonds. 

- Reward: Corporate bonds provide 
periodic interest payments and return 
of principal at maturity. The yields are 
higher than those of government 
bonds, especially for lower-rated 
issues. 

 
Municipal Bonds 
- Risk: Issued by state and local 

governments, municipal bonds are 
generally considered low-risk, 
particularly for general obligation 
bonds backed by the issuer's credit. 
Revenue bonds, which are repaid 
from specific revenue sources, carry 
more risk. 

- Reward: Municipal bonds offer tax 
advantages, as interest income is 
often exempt from federal and 
sometimes state and local taxes. 
Yields are typically lower than 
corporate bonds due to the tax 
benefits and lower risk. 

 

Governmental Bonds 
 
Treasury Bonds 
- Risk: U.S. Treasury bonds are 

considered among the safest 
investments globally, backed by the 
full faith and credit of the U.S. 
government. The primary risk is 
interest rate risk, where rising rates 
can lower the bond's market value. 

- Reward: Treasury bonds offer lower 
yields due to their low risk. They 
provide regular interest payments 
and are considered a stable income 
source. 
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Foreign Government Bonds 
- Risk: The risk level of foreign 

government bonds depends on the 
issuing country's economic and 
political stability. Developed 
countries' bonds are generally less 
risky than those from emerging 
markets. 

- Reward: Yields can vary widely. 
Bonds from stable countries offer 
lower yields, while those from 
emerging markets offer higher yields 
to compensate for higher risk. 

 

Private Market Bonds 
 
Private Placement Bonds 
- Risk: These bonds are not traded on 

public exchanges and are issued 
directly to a small group of investors. 
They carry higher risks due to lower 
liquidity and less stringent regulatory 
oversight. The issuer's financial health 
significantly impacts the risk level. 

- Reward: Private placement bonds 
can offer higher yields compared to 
public bonds to compensate for 
increased risk and lower liquidity. 
They may also include covenants that 
provide additional protection to 
investors. 

 
Private Markets Secured Bonds 
- Risk: Secured bonds are backed by 

specific assets of the issuer, providing 
a layer of security for investors. They 
also many times listed on publicy 
available stock exchanges. This 
reduces the default risk compared to 
unsecured bonds, which rely solely 
on the issuer's creditworthiness. 

- Reward: Secured bonds offer a 
balance between risk and reward, 
providing higher yields than 
government bonds but lower than 
unsecured corporate bonds due to 
the added security. 

 

Conclusion 
 
Understanding the risk-reward profiles of 
various bonds is crucial for making 
informed investment decisions. 
Governmental bonds offer stability and 
low risk, making them suitable for 
conservative investors. Public bonds like 
corporate and municipal bonds provide 
varying levels of risk and reward, catering 
to different investor risk appetites. Private 
market bonds, including secured bonds, 
offer higher yields but come with higher 
risks and lower liquidity, making them 
suitable for investors seeking higher 
returns and willing to accept more risk. 
 

The Market Size of Private Market Securitized 
Bonds 
 

Introduction 
 
Private market securitized bonds are an 
important and growing segment of the 
fixed income market. These bonds offer 
unique investment opportunities by 
combining the security of asset-backed 
securities with the stability of fixed 
income investments. Understanding the 
size of this market and its share within the 
broader fixed income market provides 
valuable insights into its significance and 
potential for investors. 
 

Definition and Overview 
 
Private Market Securitized Bonds: These 
bonds are issued by private entities and 
backed by specific assets, such as real 
estate, receivables, or other financial 
assets. The securitization process 
involves pooling these assets and issuing 
bonds backed by the cash flows 
generated from them or other type of 
securities including pledging of share, 
mortgage liens, excess cash flow 
security, corproate guarantees etc.  
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Market Size 
 
Global Fixed Income Market: The global 
fixed income market, which includes 
government bonds, corporate bonds, 
municipal bonds, and securitized 
products, is vast. As of 2023, the global 
bond market was estimated to be over 
$130 trillion in size, with government 
bonds representing the largest segment. 
 
Private Market Securitized Bonds: While 
private market securitized bonds 
represent a smaller segment within the 
fixed income market, their growth has 
been significant. As of the latest available 
data, the size of the private market 
securitized bonds market is estimated to 
be around $2 trillion. This includes various 
forms of securitized products such as 
asset-backed securities (ABS), 
commercial mortgage-backed securities 
(CMBS), and collateralized loan 
obligations (CLOs) issued by private 
entities. 
 

Market Share within Fixed Income 
 
Proportion of Private Market Securitized 
Bonds: Despite the relatively smaller size 
of the private market securitized bonds 
segment compared to the overall fixed 
income market, it plays a crucial role. The 
$2 trillion market size represents 
approximately 1.5% of the total global 
bond market. This share has been 
gradually increasing due to the growing 
demand for diversified and higher-
yielding investment opportunities among 
institutional investors, asset managers, 
family offices, and (U)HNWIs. 
 
Growth Trends: The market for private 
market securitized bonds has 
experienced robust growth over the past 
decade. This growth is driven by several 
factors, including: 
 
- Increased Issuance: More private 
entities are utilizing securitization to 
access capital markets, driven by 
favorable regulatory environments and 

the need for alternative financing 
sources. 
 
- Investor Demand: Institutional 
investors, high-net-worth individuals 
(HNWI), and ultra-high-net-worth 
individuals (UHNWI) are increasingly 
seeking diversified investment options 
that offer higher yields compared to 
traditional fixed income securities. 
- Innovation in Financial Products: The 
development of new and innovative 
securitized products tailored to specific 
investor needs has further fueled market 
growth. 
 

Comparative Analysis with Other Fixed 
Income Segments 
 
Government Bonds: Government bonds 
remain the largest segment of the fixed 
income market, accounting for over 50% 
of the total market size. These bonds are 
considered low-risk and are primarily 
used for sovereign debt financing. 
 
Corporate Bonds: Corporate bonds 
represent a significant portion of the fixed 
income market, accounting for around 
25% of the total market. These bonds are 
issued by corporations to raise capital for 
various purposes, including expansion, 
operations, and acquisitions. 
 
 
Municipal Bonds: Municipal bonds, 
issued by local governments and 
municipalities, account for approximately 
10% of the fixed income market. These 
bonds are typically used to finance public 
projects and infrastructure. 
 
Securitized Products: Securitized 
products, including both public and 
private market securitized bonds, 
account for the remaining share of the 
fixed income market. Public market 
securitized bonds, such as those issued 
by government-sponsored enterprises 
(GSEs), constitute a larger portion 
compared to private market securitized 
bonds. 
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Future Outlook 
 
The market for private market securitized 
bonds is expected to continue its growth 
trajectory. Key drivers for future growth 
include: 
 
- Regulatory Support: Favorable 
regulatory frameworks that encourage 
securitization and protect investor 
interests. 
- Technological Advancements: 
Innovations in financial technology that 
enhance the efficiency and transparency 
of the securitization process. 
- Global Economic Trends: As global 
economies recover and expand, the 
demand for diversified and high-yielding 
investment opportunities is likely to 
increase. 
 

Conclusion 
 
Private market securitized bonds are a 
vital and growing segment of the fixed 
income market. While their current 
market share is relatively small compared 
to other fixed income segments, their 
unique characteristics and growth 
potential make them an attractive 
investment option. Understanding the 
size and dynamics of this market is 
essential for investors looking to diversify 
their portfolios and capitalize on 
emerging investment opportunities. 
 

Overview of Issuance Jurisdictions and Their 
Market Share 
 

Introduction 
 
The global landscape for issuing private 
markets secured bonds, specifically 
debenture bonds, involves several key 
jurisdictions that lead the way due to their 
favorable regulatory environments, 
sophisticated financial markets, and 
robust legal frameworks. This chapter 
explores the major jurisdictions involved 
in the issuance of debenture bonds and 

their respective market shares, with a 
particular focus on those known for their 
expertise in securitization and issuance. 
 

Major Jurisdictions for Issuing Private 
Markets Secured Bonds 
 
1. United States 

Regulatory Framework: The U.S. has 
a well-established market for private 
market bonds, with regulatory 
oversight provided by the Securities 
and Exchange Commission (SEC). The 
country’s deep and liquid markets 
offer a wide range of investment 
opportunities and a well-developed 
legal framework for asset-backed 
securities. 
Market Share: The U.S. holds the 
largest share of the market due to its 
size, depth, and liquidity of financial 
markets. It is particularly dominant in 
the issuance of collateralized loan 
obligations (CLOs) and mortgage-
backed securities (MBS). 

 
2. Luxembourg 

Regulatory Framework: Luxembourg 
is governed by the Commission de 
Surveillance du Secteur Financier 
(CSSF), which supports the issuance 
of securitized bonds. The country’s 
Securitization Law of 2004 provides a 
clear legal basis for the creation and 
management of securitization 
vehicles, ensuring investor protection 
and operational efficiency. 
Market Share: Luxembourg is a 
leader in the European securitization 
market, with a significant share in 
issuance size and the number of 
compartments. According to PwC, 
Luxembourg has over 1,300 
securitization vehicles and more than 
6,000 compartments, making it one 
of the top jurisdictions for 
securitization in Europe. 
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3. Singapore 
Regulatory Framework: Singapore 
has emerged as a key financial center 
in Asia, with the Monetary Authority of 
Singapore (MAS) providing a robust 
regulatory framework for the issuance 
of bonds. Its strategic location and 
investor-friendly policies make it a 
significant player in the private 
markets bond issuance landscape. 

- Market Share: Increasing market 
share in Asia, driven by strategic 
positioning and robust regulatory 
framework. Singapore is becoming a 
hub for securitized products and 
private market bonds in the region. 

 
4. Cayman Islands 

Regulatory Framework: Known for its 
tax neutrality and investor-friendly 
regulations, the Cayman Islands is a 
popular jurisdiction for the issuance of 
private market secured bonds, 
particularly for issuers seeking a 
flexible and efficient regulatory 
environment. The Cayman Islands 
Monetary Authority (CIMA) oversees 
financial services, ensuring 
compliance and investor protection. 
Market Share: Niche market share, 
particularly attractive for specific 
types of securitizations and 
structured finance transactions. The 
Cayman Islands is favored for its 
flexibility in structuring complex 
securitization deals. 

 
5. Guernsey 

Regulatory Framework: Guernsey’s 
financial services are regulated by the 
Guernsey Financial Services 
Commission (GFSC). The island offers 
a robust legal framework for 
securitization and structured finance, 
supported by a stable and well-
regulated financial environment. 
Market Share: Guernsey is a growing 
player in the securitization market, 
particularly in Europe. It is known for 
its flexibility and efficiency in creating 
securitization structures, making it an 
attractive jurisdiction for issuers 
looking for a stable and supportive 
regulatory environment. 

Market Share of Key Jurisdictions 
 
While specific market share data can 
vary, the following general trends can be 
observed in the issuance of private 
markets secured debenture bonds: 
 
- United States: The largest share of 

the market due to its size, depth, and 
liquidity of financial markets. 
Dominant in CLOs and MBS issuance. 

- Luxembourg: Leading market share 
in Europe, particularly noted for its 
securitization vehicles and number of 
compartments. Luxembourg's 
securitization market is substantial, 
with a wide range of issuers and 
investors attracted by its favorable 
regulatory and tax environment. 

- Singapore: Increasing market share in 
Asia, driven by strategic positioning 
and robust regulatory framework. 
Becoming a hub for securitized 
products in the region. 

- Cayman Islands: Niche market share, 
particularly attractive for specific 
types of securitizations and 
structured finance transactions. 
Known for its flexibility in structuring 
deals. 

- Guernsey: Growing market share, 
especially in the European context, 
due to its flexible and efficient 
regulatory framework. 

 

Conclusion 
 
The landscape for issuing private markets 
secured debenture bonds is shaped by 
various jurisdictions, each offering unique 
advantages. Luxembourg, with its 
favorable regulatory framework, tax 
efficiency, and sophisticated financial 
sector, stands out as a leader, particularly 
in Europe. Understanding the regulatory 
environments and market shares of these 
jurisdictions helps issuers and investors 
make informed decisions about where to 
engage in bond issuance. 
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Focus on Luxembourg 

Introduction 
 
Luxembourg stands out as a premier 
jurisdiction for the issuance of private 
markets secured bonds, offering several 
advantages that make it a preferred 
choice for issuers and investors alike. This 
chapter delves into the specific benefits 
and features that Luxembourg provides 
in the context of bond issuance, focusing 
on its regulatory framework and 
jurisdictional advantages. 
 

Regulatory Framework 
 
Commission de Surveillance du Secteur 
Financier (CSSF) 
 
Luxembourg's financial sector is 
regulated by the Commission de 
Surveillance du Secteur Financier (CSSF). 
The CSSF is responsible for the 
supervision and regulation of the financial 
services industry in Luxembourg, 
ensuring that the financial market 
operates in a fair, transparent, and 
efficient manner. 
 
Securitization Law of 2004 
 
The cornerstone of Luxembourg’s 
regulatory framework for securitization is 
the Securitization Law of 2004. This law 
provides a robust and flexible legal 
foundation for the creation and 
management of securitization vehicles. 
Key aspects of the law include: 
 
1. Legal Structure: 
- Securitization Vehicles: Luxembourg 

allows for the creation of two types of 
securitization vehicles: securitization 
companies and securitization funds. 
Securitization companies can take the 
form of public limited companies 
(S.A.), private limited companies (S.à 
r.l.), or partnerships limited by shares 
(S.C.A.). Securitization funds are 
unincorporated entities managed by 
a management company. 

- Compartments: The law permits the 
use of compartments within a single 
securitization vehicle. Each 
compartment is treated as a separate 
entity for accounting and liability 
purposes, providing a high degree of 
flexibility and protection for investors. 

 
2. Regulatory Oversight: 

Unders specific conditions, 
securitization vehicles fall under the 
CSSF supervision. The regulatory 
oversight ensures that these vehicles 
comply with the applicable laws and 
regulations, thereby enhancing 
investor confidence. 

 
3. Bankruptcy Remoteness: 

The assets of a securitization vehicle 
are legally segregated from the 
assets of the originator. In case of 
bankruptcy of the originator, the 
assets of the securitization vehicle are 
protected from the claims of the 
originator’s creditors, ensuring that 
the interests of the bondholders are 
safeguarded. 

 
 
4. Investor Protection: 

The Securitization Law includes 
provisions to protect the rights of 
investors, including clear rules on the 
transfer of assets, the issuance of 
securities, and the distribution of 
proceeds. The law ensures that 
investors have a clear and predictable 
legal framework in which their rights 
and obligations are defined. 
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Tax Efficiency 
 
Luxembourg offers a highly attractive tax 
environment for issuers of secured 
bonds. Key benefits include: 
 
- Tax Neutrality: 

Securitization vehicles in 
Luxembourg benefit from tax 
neutrality. This means that the income 
generated by these vehicles is not 
subject to corporate income tax, 
municipal business tax, or net wealth 
tax, provided certain conditions are 
met. This tax efficiency enhances the 
returns for investors and reduces the 
overall cost of issuance. 

 
- Withholding Tax Exemption: 

Interest payments made by 
securitization vehicles to non-
resident investors are generally 
exempt from withholding tax, making 
Luxembourg an attractive location for 
international investors. 

 
- VAT Exemption: 

Management services provided to 
securitization vehicles are generally 
exempt from VAT, reducing the 
operational costs associated with 
managing these vehicles. 

 

Flexibility in Legal Structures 
 
Luxembourg provides flexibility in the 
legal structures that can be used for 
securitization, allowing issuers to tailor 
their securitization transactions to meet 
specific needs and objectives: 
 
- Choice of Entity: 

Issuers can choose between different 
types of legal entities, such as public 
limited companies (S.A.), private 
limited companies (S.à r.l.), or 
partnerships limited by shares (S.C.A.). 
This flexibility allows issuers to select 
the structure that best suits their 
operational and financial 
requirements. 

 

- Use of Compartments: 
The ability to create compartments 
within a single securitization vehicle 
allows for the segregation of assets 
and liabilities. This feature is 
particularly advantageous for issuers 
looking to issue multiple series of 
bonds backed by different asset 
pools. 

 
- Broad Range of Assets: 

Luxembourg’s securitization 
framework allows for the 
securitization of a wide range of 
assets, including loans, receivables, 
real estate, and intellectual property. 
This flexibility enables issuers to 
capitalize on various types of assets to 
structure innovative and attractive 
investment products. 

 

Sophisticated Financial Sector 
 
Luxembourg's financial sector is highly 
sophisticated, providing a supportive 
ecosystem for the issuance and 
management of secured bonds: 
 
- Concentration of Financial 

Institutions: 
Luxembourg is home to a 
concentration of international banks, 
investment funds, and financial 
service providers. This ecosystem 
supports the issuance and 
management of secured bonds by 
providing access to a wide range of 
expertise and services. 

 
- Experienced Professionals: 

The presence of experienced legal, 
accounting, and financial 
professionals in Luxembourg ensures 
that issuers have access to high-
quality advisory services. These 
professionals are well-versed in the 
intricacies of securitization and can 
provide valuable guidance 
throughout the issuance process. 
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- Infrastructure for Cross-Border 
Transactions: 
Luxembourg’s financial infrastructure 
is well-suited for cross-border 
transactions, making it an ideal 
location for international issuers 
looking to tap into global capital 
markets. The country’s strategic 
location in Europe and its multilingual 
workforce further enhance its appeal 
as a hub for securitization. 

 

Investor Protection 
 
Luxembourg’s legal framework places a 
strong emphasis on investor protection, 
ensuring that the interests of 
bondholders are safeguarded: 
 
- Clear Legal Framework: 

The Securitization Law provides a 
clear and predictable legal 
framework that defines the rights and 
obligations of all parties involved in a 
securitization transaction. This clarity 
reduces legal uncertainty and 
enhances investor confidence. 

 
- Segregation of Assets: 

The assets of a securitization vehicle 
are legally segregated from the 
assets of the originator and the 
management company. This 
segregation ensures that the assets 
backing the bonds are protected from 
the claims of creditors in the event of 
bankruptcy. 

 
- Transparency Requirements: 

Securitization vehicles are subject to 
transparency requirements, depends 
on the structure of the vehcile it may 
include regular reporting to the CSSF 
and disclosure of relevant information 
to investors. This transparency 
ensures that investors have access to 
accurate and timely information 
about their investments. 

 
 
 

Conclusion 
 
Luxembourg's position as a leading 
jurisdiction for the issuance of private 
markets secured bonds is underpinned 
by its favorable regulatory framework, tax 
efficiency, flexibility in legal structures, 
sophisticated financial sector, and strong 
investor protection. These factors make it 
an attractive choice for issuers seeking to 
raise capital through secured bonds. As 
the market for private markets secured 
bonds continues to grow, Luxembourg is 
well-positioned to remain at the forefront 
of this dynamic and evolving landscape. 
 

Case Study 

 

Introduction 
This case study examines the structure 
and characteristics of a secured 
securitized bond issuance by H Capital 
Securitization SA, operating under the 
Luxembourg jurisdiction. The bond 
issuance, aims to finance and refinance 
student housing properties in the United 
States. This case study focuses on the 
legal and financial frameworks used to 
ensure security and investor confidence 
in the bond. 
 

Overview of the Issuance 
The issuance involves H Capital 
Securitization SA, a Luxembourg-based 
securitization company, acting on behalf 
of its compartment. The bond issuance 
aims to raise up to USD 30,000,000 
through debenture bonds. The primary 
borrower is a Connecticut-based 
company specializing in off-campus 
student housing properties with an 
exisiting portfolio of USD 100,000,000. 
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Legal and Security Framework 
 
The issuance of the bond is underpinned 
by a comprehensive legal and security 
framework designed to protect the 
interests of bondholders and ensure the 
financial viability of the project. The 
framework includes provisions for the 
loan, pledging of assets, and the 
assignment of interests to the issuance 
platform. The issuer is using the proceeds 
from the bond as a junior financing to the 
senior lenders on the existing and newly 
purchased properties.  
 
1. Loan Agreement 
 

The loan agreement between H 
Capital Securitization SA, the issuing 
company, and its shareholders 
establishes the financial structure of 
the bond issuance. This agreement 
specifies the terms of the loan, 
including the use of proceeds for 
financing and refinancing student 
housing properties, the repayment 
schedule, interest rates, profit sharing 
methodlogy and the requirement for 
collateral. 

 
2. Pledging of Assets 
 

A key component of the security 
framework is the pledging of assets 
by the borrower and its shareholders. 
The pledged assets include: 

- Cash Flows from Properties: 
Ensuring that the income generated 
from the student housing properties 
is directly linked to the bond 
repayments. 

- Shares of the issuer’s holding 
structure: Providing bondholders 
with a claim on the borrower’s equity 
in the event of default. 

- Tiered Mortgages: Utilizing 2nd or 3rd 
tier mortgages to add a layer of 
security while accommodating senior 
lenders who require first-ranking 
liens. 

 
 
 

3. Corporate Guarantee 
 

To further secure the bondholders' 
interests, a corporate guarantee is 
provided by entities associated with 
the issuer’s group. This guarantee 
ensures that the borrower’s 
obligations under the loan agreement 
are met, offering an additional layer of 
protection for investors. 

 
4. Assignment of Interests 
 

The interests associated with the 
securitization are assigned to the 
issuance platform, H Capital 
Securitization SA. This assignment 
ensures that the securitization vehicle 
has the legal authority to manage the 
pledged assets, enforce the security 
interests, and distribute the proceeds 
to bondholders. 

 
5. Terms of Issue 
 

The terms of issue document outlines 
the specific characteristics of the 
debenture bonds, including the 
aggregate nominal amount, coupon 
rate, and maturity date. It also details 
the risk factors associated with the 
bonds, such as credit events, 
potential subordination, and market 
conditions affecting performance. 
The terms of issue ensure 
transparency and provide investors 
with all necessary information to 
make informed decisions. 
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Settlement Mechanism 
 
The settlement mechanism for the bond 
is structured to ensure efficient and 
secure transactions, aligning with 
Luxembourg's legal framework.  
 
1. Form and Registration 
 
- Bearer Form: The bonds are issued in 

bearer form as per Luxembourg law, 
represented by a global certificate. 

- Global Certificate: This certificate is a 
dematerialized, electronic global 
certificate created at SIX SIS AG, 
Switzerland, which acts as the 
clearing house. 

 
2. Clearing and Settlement 
 
- Clearing House: SIX SIS AG, 

Switzerland, is responsible for 
clearing and settling the bonds. The 
global certificate is deposited with SIX 
SIS AG. 

 
- Role of Custodian Banks: Custodian 

banks, acting on behalf of investors, 
handle the settlement of 
compartment orders. They ensure the 
delivery versus payment (DvP) 
mechanism is followed, manage 
interest payments, and process the 
bonds at maturity. 

 
- Book-Entry Form: While the bonds 

are legally in bearer form, they are 
delivered to investors in book-entry 
form. This means the bonds appear in 
the custody accounts of investors at 
their respective custodian banks, 
ensuring secure and transparent 
transactions. 

 
 
3. ISIN and Valor Number 
 

The bonds are assigned a specific 
International Securities Identification 
Number (ISIN) and Valor number, 
ensuring that they are uniquely 
identifiable and tradeable in global 
financial markets. 

 
4. Regular NAV Updates 
 

Net Asset Value (NAV) Updates: 
Regular updates on the Net Asset 
Value (NAV) of the bond are provided 
to investors, ensuring transparency 
and enabling informed investment 
decisions. 

 
5. Listing on Vienna Stock Exchange 
 

The bonds are listed on the Vienna 
Stock Exchange, enhancing their 
visibility and providing a regulated 
trading platform for investors. 

 

Investor Considerations 
Investors are attracted to this bond 
issuance due to: 
- Fixed Income: The bond offers a fixed 

annual coupon rate, providing 
predictable income. 

- Security: The multiple layers of 
security reduce the risk of default and 
enhance investor confidence. 

- Market Potential: The underlying 
student housing market in the U.S. 
shows strong demand and growth 
potential, further supported by the 
strategic management of the issuer. 

- Transparency: Regular NAV updates 
and listing on the Vienna Stock 
Exchange ensure transparency and 
liquidity for investors. 

Conclusion 
This case illustrates the effectiveness of 
using secured bonds within a 
Luxembourg securitization framework to 
finance real estate projects. By leveraging 
comprehensive legal agreements, 
multiple layers of security, and a robust 
settlement mechanism, the issuance 
aims to attract institutional investors and 
high-net-worth individuals seeking 
stable, fixed-income investments backed 
by tangible assets. This structured 
approach not only mitigates risk but also 
aligns with the rigorous regulatory 
standards of Luxembourg, ensuring a 
robust and transparent investment 
vehicle. 
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Summary 
 
The white paper by H Capital Securitization SA highlights the growing significance of 
private markets fixed-income securities, particularly private markets corporate bonds, 
which offer higher yields compared to traditional listed and governmental bonds. Despite 
their higher risk and lower liquidity, these bonds have attracted considerable attention due 
to their potential for robust returns. Issued through private placements, these bonds are 
customizable to meet specific investor needs, making them an attractive option for 
sophisticated investors. 
 
The paper explores the expansive and complex market of private markets corporate 
bonds, noting key growth drivers such as increased issuance, rising investor demand, and 
innovation in financial products. It discusses the various types of fixed-income products, 
emphasizing the uniqueness of secured private market bonds with principal securitization. 
These bonds provide stability through asset backing, predictable cash flows, and potential 
for higher returns. However, they require thorough due diligence and careful consideration 
of market conditions and liquidity risks. 
 
Luxembourg is highlighted as a premier jurisdiction for issuing these bonds due to its 
favorable regulatory framework, tax efficiency, flexibility in legal structures, and 
sophisticated financial sector. The case illustrates the effectiveness of using secured bonds 
within a Luxembourg securitization framework to finance real estate projects. By 
leveraging comprehensive legal agreements, multiple layers of security, and a robust 
settlement mechanism, H Capital Securitization SA aims to attract professioanl investors 
such institutional investors and high-net-worth individuals seeking stable, fixed-income 
investments backed by tangible assets. This structured approach aligns with 
Luxembourg's rigorous regulatory standards, ensuring a robust and transparent 
investment vehicle. 
 
  



 

Author 

 
 
Tal Yampolsky, Managing Director of H Capital Securitizaion SA, Co-Foudner 
 
Tal is a seasoned business executive who has been helping companies to achieve their 
growth objectives for over 20 years. 
 
He has extensive experience in strategic leadership and business development, sales and 
marketing, legal, compliance and risk, operational efficiency and technology. His clients 
include entrepreneurs, startups and established international businesses. 
 
Based in Switzerland, Tal has a track record of success in the global financial sector, most 
recently as the Group CEO of K2G, an innovator in the insure-tech sector, and also as CTO 
of Normative. He is a former COO/CIO and executive board member of Bank Hapoalim 
(Switzerland), the largest bank in Israel. 
 
 
Contact details: 
 
ty@hcapitalventures.ae 
https://www.linkedin.com/in/talyamp/ 
+41 79 770 90 36 
 

 

Legal Disclaimer 
The information contained in this document is not intended for distribution to or use by, any person or 
entity in any jurisdiction or country where such distribution or use would be contrary to applicable laws 
or regulations, or which would be subject to any regulatory requirements within such jurisdiction or 
country. The authors make no representations that the information contained in this document is 
appropriate for use in all locations, or by all readers. 
 
This document does not constitute and shall not be construed to constitute a recommendation, offer 
or solicitation, to the public or otherwise, to subscribe for, buy, hold or sell any financial instrument, 
whether directly or indirectly, in any jurisdiction. 
 
In addition, this document may not be construed to be financial, legal, tax or any other advice. The 
information contained in this document may not cover all aspects of the topics addressed herein.  
  

mailto:ty@hcapitalventures.ae
https://www.linkedin.com/in/talyamp/


 

 
20/21 

 

 

H Capital Locations 
 
UK OFFICES 
 
H Capital Ventures Limited 
67 Grosvenor Street 
London W1K 3JN 
United Kingdom 
 
H Capital Ventures Limited 
Churchill House 
137/139 Brent Street 
London NW4 4DJ 
United Kingdom 

 
Tel: +44 (0) 20 7016 3600 
Fax: +44 (0) 020 7016 3611 
 
E-Mail: office@hcapvltd.com 
 
 

LUXEMBOURG OFFICE 

 
H Capital Securitization SA 
17, Rue de Flaxweiler  
6776 Grevenmacher  
Grand Duchy of Luxembourg 
 
Tel: +352274877858 
 
E-Mail: info@hcapz.lu 
 

SWITZERLAND OFFICE 

 
H Capital Securitization SA 
Dufourstrasse 49 
8008 
Zürich 
 
Tel: +352274877858 
 
E-Mail: info@hcapz.lu 
 

UAE OFFICES 

Dubai 

 
H Capital Ventures Management 
Consultancies 
Emaar Square,  Building 6 
Level 702 
Burj Khalifa Community 
Dubai, United Arab Emirates 

 

Abu Dhabi 

 
HW Capital Investments 
Al Sila Tower, 24th Floor 
Abu Dhabi Global Market Square 
Al Maryah Island 
Abu Dhabi, United Arab Emirates 

 

Tel: +971 4 439 6356 

Email: office@hcapitalventures.ae 
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