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LUXEMBOURG SECURITIZATION

Our experienced team of professionals know and understand the challenges of effective wealth management,
securitization strategies, payment services and exchange listings. We develop sophisticated customized solutions
to meet the unique needs of each client. Our global network of offices and specialists aim to deliver the highest and
most up-to-date standards of service, risk management, compliance expertise and regulatory knowledge.
Amergeris works alongside HNWI, Asset Managers, Corporates, Private Equity Funds and Hedge Funds on highend flexible securitization solutions and has offices in Switzerland, United Kingdom, Luxembourg, Malta, Cayman
Islands, Barbados and Curaçao.
Securitizations, a popular way to transfer risk to investors through the issuance of securities by a securitization vehicle, can take place
in several jurisdictions. However, in Luxembourg with 1,362 existing securitization vehicles as per 31st of March 20191 and thousands
of related compartments, we see some of the best regulation as well as strong access to the European market and exchanges.
Luxembourg, as a very well established European financial center,
has a renowned investment fund regime in place and an abundance
in double tax treaties which allows for the needed stability as a
financial center. In 1983 the Luxembourg Exchange became the first
exchange to list an MBS in Europe. Today, 25% of all securitization
transactions pass through Luxembourg, reflecting its status as a hub
for asset-backed securities2.

Securitizations replace traditional
ways of financing bridging the gap
between investors and investable
projects
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https://www.pwc.lu/en/securitisation/docs/pwc-securitisation-in-luxembourg.pdf (page 10)
https://www.bourse.lu/abs
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The law of 22 March 2004 on securitization allows for a wide array
of possibilities open to securitization. It defines securitization as
the transaction by which a securitization undertaking acquires
or assumes, directly or through another undertaking, the risks
relating to claims, assets, or obligations assumed by third parties
or inherent to all or part of the activities of third parties and issues
securities, whose value or yield depends on such risks3.

Having created a stable and reliable
framework, Luxembourg provides a
dedicated securitization law
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https://www.cssf.lu/en/supervision/ivm/securitisation/

This provides the opportunity to securitise a diverse assortment of assets such as: publicly trades assets (equity, bonds, options,
funds and other listed products), risks linked to debt (loan agreements, private debt and letters of credit), movable and immovable
assets (real estate, art, private equity, wine, classic cars) and any activity that has a certain value or future income which might be
generated by for instance claims or option contracts. The bonds can be subscribed by persons who are institutional and professional
clients (as that term is defined Directive 2014/65/EU of the European Parliament and the Council of 15 May 2004 on markets in
financial instruments and amending Directives 2002/92/EC and 2011/61/EU (recast). (For these issues there is no public distribution
envisaged).

BANKRUPTCY REMOTE
The Securitisation Law expressly sets forth the principles of limited recourse and non-petition to ensure the bankruptcy remoteness of
the securitization activity and its specific compartment. This provides creditors or investors with the means to enforce actions against
the compartment to which their rights are limited. With the creation of compartments (ring-fenced sub-divisions of the securitization
undertaking), it is relatively easy and allows for quick setup in a cost-effective way to have several transactions out of one entity.

SECURITIZATION PROCESS
Essentially securitization is the pooling of assets which will be acquired through the issuance of securities. This acquisition of risk
from an originator by issuing securities reflect the value of the assets and the associated yields which are linked to the underlying
asset that is securitized.
Investors through their bank will acquire the securities that are issued by the securitization vehicle to benefit from the returns/
proceeds from the underlying assets. The related investment risk of the securities and hence the underlying securitized assets is what
the investors are exposed to.
The investors invest in so-called asset-backed securities due to the underlying assets which serve as collateral for the investment.
Henceforth the investor is exposed to the following risk: the cash flow returns of the assets as well as the valuation returns upon the
sale of the underlying assets.
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CASE STUDIES
Securitizations allow families or investors to pool their interest and hold certain assets in a bankable way allowing for strategic planning
of long term commitments. There are numerous examples of securitization transactions that can occur alongside the traditional
securitization of credits, delta one notes on alternative investment funds, Re-wrapping of difficult to trade securities, investment
products based on managed accounts, refinancing for commercial real estate, club loans, art, etc. During the last decade, due to
the financial crisis and investors looking for alternative investment solutions, securitization has become an attractive alternative for
companies or investment managers looking to attract capital. The traditional way of financing with bank debt or debt issuance has
been partly replaced by securitizations, and for investors, there might be a better risk-return trade-off as the securitizations link the
underlying asset directly to the security which is issued. This removes the promotor or credit institution risk and makes it easier for
investors to analyze the direct linked investment risk.

ART SECURITIZATION
Securitization products can be used to allow investors to take exposure on art. The growing recognition of art as an investment class
and return elements of art allow banks and asset managers to incorporate art as an investment in their portfolios for diversification
purposes. Art securitization can take place in different forms ranging from art finance products, which is incorporate leverage and
lending against the art to outright investment products allowing clients to make an exposure on the underlying art. The art collection
can be transferred or acquired by the securitization structure and in return, the investors will receive securities. Next to art securitization
vehicles can securitize other non-bankable assets such as wine, classic cars, real-estate, boats.

DEBT ISSUANCE
Securitization can be used to ’wrap‘ liabilities. These liabilities can be pools of loans related to company debt, mortgages, credit
card debt, or single loans to, for instance, a company. Of course, securitizations can also be used for other debt types such as trade
finance, commodity finance, real estate finance, and so forth. The bonds issued by securitization vehicles can be purchased by
institutional and professional clients as defined above and can represent an attractive opportunity for higher yields in a low-interest
environment due to the nature of the underlying assets. Debt issuance can be used by companies which looking to attract a more
diverse investor base and can complement bank financing. By working together with professional fundraisers, companies will have
better access to capital funding and maximize their growth potential.

REAL ESTATE
Lots of securitization transactions are linked to real estate projects and come in all shapes and sizes. In general, the financing is
either related to the development process or to real estate, which is already generating income in the form of rent. In the first case,
the securitization vehicle issues securities to finance the development of a specific project, which will be sold off after the development
has taken place to a third party. Upon completion of the transaction, the securitization vehicle will receive the proceeds of the
transaction and distribute these in the form of capital and income to the investors.
With existing real estate such as in the second case, investors are looking for a return based upon the rental income or asset
management income related to the real estate. By attracting capital through a securitization, the Initiator can attract fresh capital to
replace bank debt and can free up income for further development.
The transactions can of course also be replicated, for instance, for solar parks which go through a development stage and after that
become an income-generating asset. Developers might be actively developing more parks and can use part of the revenue as well
as the asset to leverage their development capabilities adding more parks.

Tailor-made securitization of publicly traded
assets, private shares of a company or funds,
non-bankable assets & loan agreements
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INVESTMENT PRODUCTS
External asset managers of managed accounts, who are cost-sensitive and want to receive initial funding from professional investors,
can use securitization to structure so-called Actively Managed Certificates (ACM). The securitization will be linked 1:1 to the value of
this managed account, and therefore, the investment advisor could use the product as a feeder-structure into his managed accounts.
The investors receive transferable securities that can easily be bought through their normal bank/broker relationship and which are
deposited at Clearstream, SIX SIS, and Euroclear.
Compared to the setup of investment funds, AMCs will substantially reduce the manager it’s time to market with the product when the
external asset manager decides to create its certificate through the securitization of an underlying portfolio of securities The AMCs
offer great flexibility and the asset manager has the ability to securitize next to listed securities and (hedge) funds, non-bankable
assets such as private equity and other valuables.
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Disclaimer: This document is for information and illustrative purposes only. It is not, and should not be regarded as investment advice or as a
recommendation regarding any particular security or course of action. In the event any of the assumptions used herein do not prove to be true,
results are likely to vary substantially. All investments entail risks. There is no guarantee that investment strategies will achieve the desired results
under all market conditions and each investor should evaluate its ability to invest for a long term especially during periods of a market downturn. No
representation is being made that any account, product, or strategy will or is likely to achieve profits, losses, or results similar to those discussed, if any.
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