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SECURITIZATION VEHICLES - 
A BRIEF



Securitization Vehicle and a Collective Investment Scheme
 A Comparison

SECURITISATION VEHICLE (“SV”) COLLECTIVE INVESTMENT SCHEMES 
(FUNDS)

Definition Securitization is a financial arrangement that 
consists of issuing bonds (or notes) backed 
by a pool of assets. The underlying assets 
are “transformed” into bonds, hence the  
expression “securitization.” The value of 
the bond/note varies with the value of the  
underlying assets and interests, fixed or not, 
can be paid at regular interval or not.

A collective investment scheme, which is sometimes referred to as a 
‘pooled investment’, is a fund that several people contribute to. A fund 
manager will invest the pooled money in one or more types of asset, 
such as stocks, bonds or property.

Function To directly or indirectly:  

• acquire securitisation assets from an  
originator by any means; or 

• assume any risk from an originator by any 
means; or 

• grant secured loan or other secured  
facility or facilities to an originator, and  
finance any or all of the above, directly or  
indirectly, in whole or in part, through 
the issue of financial instruments and  
include any preparatory acts carried out in  
connection with the above.

To:  

• raise capital from a number of investors with a view to invest it 
in accordance with a defined investment policy for the benefit of 
those investors; and

  
• be managed by a third party manager.

• be self-managed.
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SECURITISATION VEHICLE (“SV”) COLLECTIVE INVESTMENT SCHEMES 
(FUNDS)

Attraction Historically to transfer a risk outside of a  
balance sheet and spread the risk to risk  
appetite investors. 

But, more recently, a SV is also used to bridge 
the gap between direct investment / illiquid  
investments (i.e. unlisted) and third party  
managers to mainly: 

• Provide liquidity to illiquid assets; 
• Package assets;
• Preserve anonymity and distance between an 

asset and an owner; 
• Convert an illiquid asset into a bankable/ 

tradable asset; or
• Ease the listing of illiquid asset.

An investor invests in a Fund, mainly because he trusts in an  
investment strategy or a project development to possibly grow its  
assets. 

Main Jurisdiction 
and Regulatory 
Regime

SV can either be regulated or unregulated, based 
upon fund and jurisdiction selected.
Examples of jurisdictions to consider are:

• Luxembourg; 
• Ireland; 
• Malta; and
• Cayman.

Regulated by the home state regulator, unless structured as a club 
deal (limited number of investors).
Examples of jurisdictions to consider are:

• Cayman; 
• Luxembourg;
• Ireland; 
• Malta; 
• DIFC; 
• ADGM; and 
• Delaware.

Note: The EU Securitization Regulation 2017/2402 
which came into force in January 2018 and 
becomes applicable as of 1 January 2019  
provides a general framework for securitization 
across the EU.

Structure Depends upon the jurisdiction selected, either corporate or partnership structures.
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SECURITISATION VEHICLE (“SV”) COLLECTIVE INVESTMENT SCHEMES 
(FUNDS)

Eligible Assets All asset class can be securitized with  
specificity in each jurisdictions. The  
following most frequent asset class is used for  
securitization : 

• Real estate; 
• Any forms of debts (loan or receivables); 
• Any shareholding in corporation and/or  

partnership; 
• Other illiquid asset (IP, royalties, leasing  

revenue); and 
• Other type of assets (art, yacht, plane,  

jewellery, etc.)

Any types of assets, either: 

• liquid, easily tradable assets; or
• private equity. 

Certain restriction on lending activity depending on the jurisdiction.

Diversification Usually undiversified.

(one securitization transaction per asset or  
asset type).

Usually the underlying investment are diversified.

Management Type Mainly passive investment, but can appoint 
an investment manager when the underlying 
assets require active portfolio management.

Usually an actively managed investment vehicle. 
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SECURITISATION VEHICLE (“SV”) COLLECTIVE INVESTMENT SCHEMES 
(FUNDS)

Timeline to launch If SV is existing, timeline to launch a new 
programme/series: approximately 3-4 weeks. 

The timeline to create a fully dedicated SV: 
approximately 3 to 4 months, including the on 
boarding with Euroclear/Clearstream.

If Fund is existing, timeline to launch a new sub-fund:  
approximately 4 weeks to 3 months depending on the jurisdiction. 
The timeline to create a fully dedicated Fund (SICAV/SPC/etc.): 
approximately 1 to 6 months depending on the jurisdiction.

Issuance to 
investors

The SV usually issue debt securities, which 
allows redemption in kind. 
Zero coupon or variable/fixed interests.

A Fund usually issues equity securities (shares or units). 

Dividend distribution or capitalization. 

Bankruptcy risk Bankruptcy remote. Usually bankruptcy remote.

Taxation SVs are usually tax neutral. SVs usually benefit 
from the Double Tax Treaty network and the EU 
Parent-Subsidiary Directive.

Funds are usually tax exempt/out of scope. Funds usually do  
not benefit from the Double Tax Treaty network and the EU  
Parent-Subsidiary Directive.
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SECURITISATION VEHICLE (“SV”) COLLECTIVE INVESTMENT SCHEMES 
(FUNDS)

Segregated 
programs / 
sub-funds

SVs and Funds can be multi-issuance vehicle with different Sub-Funds/Series/Tranches (where applicable) issued with 
different underlying investments. Usually, there is a ring-fencing mechanism put in place so as to avoid cross-default 
between SubFunds/Series/Tranches (where applicable).

Investment method 
and holding

SVs issue securities clearable through  
Euroclear/Clearstream. Said securities are 
bankable assets on the investor’s bank  
account.

A fund can either be subscribed directly (book entry) or via a nominee 
(nominee basis). The former ownership is reflected by a contract note, 
the latter by a position on the investor’s bank account.

Liquidity Liquidity can be made by transferring/selling 
the position to a third party through a DVP 
(3-day settlement)

Liquidity is provided by the Fund itself. Difficult and very  unusual 
to transfer a Fund position to a third party. Transfer can only be 
effective by the following NAV calculation date

Marketing 
restrictions

Depending on the jurisdiction chosen, there can be limitations on investor country (US vs non-US investors) or  
investor’s sophistication (retail / professional / qualified investors). The latter is usually reflected through criteria involving 
minimum investment size, personal net worth and/or prior finance/investing experience.

The bonds issued by the SV can not be offered, sold or made available to US investors.

Set-up costs 
(approximates

Approximately USD 25,000 – USD 30,000 for a 
series.

Approximately USD 10,000 to 40,000 for a sub-fund.
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Description of the Securitization Vehicle (Existing Vehicle) 

By way of a background on the structure of the securitization vehicle, the issuer of the notes shall be an Irish special 
purpose vehicle, structured in the form of a designed activity company (the “DAC”) under the Irish Companies Act (the 
“SPV”). The DAC is a more familiar corporate form for a private company limited by shares. Its activities are limited by 
its objects clause, and its constitution comprises a memorandum and articles of association. 

This SPV has an EMTN Program (European Medium Term Note) global note program which enables it to issue  
different series of notes for different purposes. It is a multi-issuance vehicle and the ring-fencing between the different  
issuances is contractually put in place via (i) the documentation and (ii) a security that the trustee takes on each different  
underlying assets of each series. The security taken by the trustee ensures the assets of one series cannot be used to 
repay the interest/principal of another one. Credit risk or corporate “safety” for the investors is guaranteed through the 
SPV being held by the trustee on a charitable trust basis or “orphan trust”. Commitment is taken not to wind up the 
vehicle or do anything which would be contrary to the interests of the noteholders. 

The notes will be listed on 3rd market of the Vienna Stock Exchange, as it is both cheap and ensures privacy as there is 
no documentation disclosure publicly available. Such listing is purely technical (i.e. no market maker) and will enable the 
noteholder to benefit from the Eurobond exemption (i.e. no WHT on the note interests). 
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Service Providers and their roles in the structure 

• Issuer: Irish SPV (as stated above) - Dillon Eustace is counsel of the Issuer and will issue the legal and tax opinion at 
the level of the SPV on behalf of the issuer. 

• Law Firm to Client: lecocqassociate law firm as general counsel and law firm acting for the client, we will be  
acting as coordinator and responsible to review and / or issue all documents for the client to ensure his interests 
are fully protected. 

• Corporate Service Providers & Trustee: DMS Governance – in its capacity as the Corporate Service Providers 
provides for domiciliation, directors and accounting. In its capacity as Trustee, the Trustee holds the shares of 
the SPV on an orphan trust basis (see above) and acts as Trustee for the noteholders of each series. The Trustee is  
given a security on the assets of each series in order to guarantee ring-fencing and that the interests of the  
noteholders are preserved. In case of a missing payment (fees and/or interests of the contemplated note), the  
Trustee may exercise its security in order for the relevant due costs to be paid.  

• Arranger: Bond Central Ltd - the Arranger, is the person who arranges the securitization deal. The Arranger is  
neither a member of the Board of the SPV nor has an affiliate sitting on it. Again, this guarantees that all decisions 
are taken independently and in the best interest of the noteholders.

 
• Portfolio/Asset Manager: External Asset Manager.

• Issuing & Paying Agent: Kaiser Partner Privatbank AG acts as issuing/paying agent and custodian (if the  
underlying assets are portfolio of listed securities). The paying agent independently controls that all payments done 
by the notes to the noteholders are done in conformity with the documentation.

• Depositary: SIX SIS - all the bonds issued are cleared through SIS SIX (with a bridge to Euroclear & Clearstream).

• Auditors: KPMG Irland will be auditing the vehicle and be responsible for its tax compliance. 

• Stock Exchange: Vienna Stock Exchange - the listing of the bond on a recognized exchange enables the issuer to 
benefit from the quoted Eurobond exemption.

On a separate note, External Asset Management can be appointed as the sponsor of the programme. 
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OUR EXPERIENCE
lecocqassociate provides a full range of financial regulatory, corporate and commercial advice in relation to the structuring and incorporation of entities. The group 
is gaining a reputation for outstanding service in the areas of data protection and online reputation management, as well as cyber security, blockchain and crypto 
asset regulation.

This newsletter is for information purposes only. It does not constitute professional advice or an opinion. Please contact Mr. Dominique Lecocq on  
drl@lecocqassociate.com for any questions.

Our Adjustment service tackles online reputation management from a legal and technological perspective.
Click to see our new website regarding our Adjustment services: 

www.kyc-central.comwww.kyc-central.com

GENEVAGENEVA
Boutique Law Firm
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MALTAMALTA DUBAIDUBAI ABU DHABIABU DHABI
Regulatory Advisory Practice Structuring Advisory Practice Legal Consultants

Swiss Urban Factory, The Swiss Urban Factory, The 
Regulatory Suite, 5, Saint Regulatory Suite, 5, Saint 
Frederick Street, Valletta VLT 1470 Frederick Street, Valletta VLT 1470 
MaltaMalta
t:+356 22482900t:+356 22482900
f:+356 22482919f:+356 22482919

Central Park Offices, Office 15-32, Central Park Offices, Office 15-32, 
Dubai International Financial Cen-Dubai International Financial Cen-
tre (DIFC), P.O.Box 506652, Dubai, tre (DIFC), P.O.Box 506652, Dubai, 
UAEUAE
t:+971 4 242 7843t:+971 4 242 7843
f:+971 4 242 8081f:+971 4 242 8081

Al Sila Tower, Office 2435, Al Al Sila Tower, Office 2435, Al 
Maryah Island, Abu Dhabi Global Maryah Island, Abu Dhabi Global 
Market Square, P.O.Box 128666, Market Square, P.O.Box 128666, 
Abu Dhabi, UAEAbu Dhabi, UAE
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You are your greatest asset
ADJUSTMENT POWERED BY LECOCQASSOCIATE


