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Introduction 

Intellectual Property (IP) Direct Securitization is an innovative financing method that 

turns intangible IP assets – like patents, copyrights, trademarks, or creative works – 

directly into tradeable securities. Unlike traditional IP-backed securitization (e.g. Bowie 

Bonds backed by music royalties), direct securitization does not rely on a company, 

special-purpose vehicle (SPV), or trust as an intermediary at all – absolutely not. 

Instead, investors receive rights directly in the IP itself, such as co-ownership or a share 

of its licensing/royalty income. In essence, these IP securities are neither corporate 

stock nor debt, but pass-through instruments that channel IP-generated revenues 

straight to investors. This approach, pioneered by financier Marc Deschenaux and 

exemplified by the Initial Intellectual Property Rights Offering (IIPRO) model, promises 

a new paradigm for funding innovation by “offering direct securities tied to [IP] assets” 

and “eliminating the need for third-party intermediaries”. 

  

Key Idea: IP direct securitization allows creators to raise capital from investors by 

selling pieces of their IP rights (or income streams) directly, without diluting corporate 

equity or incurring traditional debt. The IP itself becomes the investment vehicle. This 

introduction outlines how this process works, how it differs from conventional 

methods, and its implications in the U.S. regulatory context. 

What is Intellectual Property Securitization? 

IPS is the application of the securitization process described under 1.1 Definition, to 

IP. While it could be potentially applied to any sort of IP, whether registered or 

unregistered (such as trade secrets), we limit our operations to registered IP in order 



to protect the investor. Thereby, companies monetize their IP assets by converting 

them into tradable securities. This process involves either: 

 2.1.1 Single or Mono Securitization? Incorporating an IP asset, such as a 

patent, a trademark, or a copyright, then selling its related future cash flows to 

third-party investors as securities. This way, IPS allows companies to generate 

immediate liquidity from their IP asset without having to sell it outright. 
 2.1.2 Poly or Multi Securitization? Packaging IP assets, such as patents, 

trademarks, or copyrights, into a pool, then selling their related future cash 

flows to third-party investors as securities. This way, IPS allows companies to 

generate immediate liquidity from their IP assets without having to sell them 

outright. 

Why Securitize Intellectual Property? 

Securitizing IP can bring multiple benefits to the table for both the originating 

companies and investors. Some key advantages include: 

 Monetization: For companies, IPS can be an effective way to unlock the value 

of their IP assets. The cash inflow can be used for corporate financing purposes 

such as funding new projects, retiring debt, or expanding operations. This is 

particularly beneficial for companies with valuable IP but limited cash resources. 
 Risk Mitigation: By securitizing their IP, companies can diversify their funding 

sources, reducing their reliance on traditional debt or equity financing. This can 

reduce the cost of capital and mitigate the risks associated with other forms of 

financing. 
 Investor Appeal: For investors, IPS presents a unique opportunity to invest in 

non-traditional assets. The return on these securities is typically uncorrelated 

with other asset classes, providing an effective means for portfolio 

diversification. 
 Tax Efficiency: Direct securitization offers several compelling tax advantages in 

many jurisdictions, particularly when investing in intellectual property. One key 

benefit is the potential for tax deductibility on investments in IP. In several 

countries, the tax code allows businesses to deduct expenses related to 

acquiring and developing IP assets. By directly securitizing these assets, 

companies can capitalize on tax deductions, effectively reducing their taxable 

income and lowering their overall tax liability. Furthermore, direct securitization 

can enable businesses to efficiently manage their tax burden by optimizing the 

timing of income recognition. In some jurisdictions, companies can defer the 

recognition of gains from the sale or transfer of IP through securitization, 

effectively allowing them to reinvest proceeds and leverage tax savings for 

further growth. Direct securitization thus provides enticing tax benefits – the 

flexibility in income recognition, potential for tax deferral, and ability to deduct 



IP investment expenses all make it an attractive option for businesses looking 

to optimize their tax strategies while unlocking the value of their IP assets. (Of 

course, tax laws are complex and vary by jurisdiction, so professional advice is 

crucial to ensure compliance and maximize these advantages.) 

Traditional IP-Backed Securitization vs. Direct 

Securitization 

Traditional Approach: Historically, monetizing IP through securitization meant using 

IP assets as collateral for bonds or loans. Typically, a company or an SPV would hold 

the IP and issue asset-backed securities (ABS) to investors. For example, in 1997 

musician David Bowie raised $55 million by issuing 10-year “Bowie Bonds” backed by 

future royalties from his song catalog. In such transactions, cash flows from IP licenses 

or royalties are packaged and sold to investors, but the structure requires setting up 

an intermediary entity. As one guide notes, to structure an IP royalty securitization, it’s 

often necessary to create a special-purpose vehicle with independent directors to hold 

the IP and collect royalty cash flows. This isolates the IP from the originator’s business 

risk (e.g. bankruptcy). In short, traditional IP securitization = IP-backed bonds/loans 

issued by an SPV, allowing the IP owner to get upfront cash while investors receive 

payments from the IP’s revenue stream. 

3 Indirect IP Securitization 

In today’s knowledge-driven economy, IP assets such as patents, trademarks, 

copyrights, and trade secrets have become one of the most valuable assets of many 

companies. As the importance of IP has grown, so has the need for innovative ways to 

monetize these assets. One such method is the indirect IP securitization, which involves 

structuring a deal through an intermediary. 

3.1 The Process of Indirect IP Securitization 

1. Formation of Special Purpose Vehicle (SPV): The originator establishes an 

SPV (a trust or company) to facilitate the securitization. The SPV is a separate 

legal entity and is bankruptcy-remote, meaning its assets cannot be claimed 

by the originator’s creditors. 

2. Transfer of Assets: The originator sells the IP assets to the SPV in a “true sale,” 

ensuring the assets are fully transferred and out of reach of the originator’s 

creditors. 

3. Issuance of Securities: The SPV issues securities backed by the IP assets. These 

securities are purchased by investors, providing upfront capital to the 

originator. 



4. Distribution of Cash Flows: As the IP assets generate cash flows, the SPV 

collects these and distributes them to investors according to the terms of the 

securities. 

Advantages and Risks of Indirect IP Securitization: Indirect securitization of IP 

through an SPV offers several benefits: 

 Immediate Liquidity: Companies can convert the future income from their IP 

assets into immediate capital, which can be used for various purposes such as 

R&D, expansion, or debt repayment. 
 Risk Transfer: Since the SPV is a separate legal entity, risks associated with the 

IP assets (e.g. default risk) are transferred to the SPV, protecting the originator 

from potential losses. 
 Off-Balance Sheet Financing: Transferring IP assets to the SPV allows 

companies to remove these assets from their balance sheets, potentially 

improving their financial ratios. 

However, this method is not without risks. The complexity and cost of setting up an 

SPV, the unpredictability of IP income streams, the intricacies of IP valuation, and the 

need for a sound legal framework for IP protection are some of the key challenges. 

Indirect securitization via a trust or company offers an innovative way for companies 

to monetize IP assets. While the process can be complex, with the right strategy and 

expert advice it can serve as a powerful tool for raising capital, managing risks, and 

driving growth. 

Direct Securitization Approach: In contrast, Intellectual Property Direct 

Securitization strips away the corporate middleman. No separate company or trust is 

needed – the answer to whether an SPV is required is absolutely not. Investors in a 

direct structure acquire direct interests in the IP rights themselves, not just a claim on 

an entity’s cash flows. This is achieved by “wrapping” a security in a layer of IP rights: 

for instance, an investor might buy a fraction of ownership in a patent, or an 

assignment of a portion of its licensing revenues. The security is essentially a slice of 

the IP asset or its income, conferring rights defined by IP law rather than corporate 

share law. Because of this design, these instruments function as pass-through 

securities – income like royalties or license fees go directly to investors without being 

taxed at a company level. 

4.1 Understanding Direct Intellectual Property Securitization 

Direct IPS is an innovative financial mechanism where IP assets are converted into 

tradable securities without the use of an SPV, as is typical in traditional (indirect) 

securitization. The company issues securities directly to investors; these pass-through 

securities enable investors to receive a pro-rata share of the cash flows generated from 

the underlying IP assets. In a direct securitization, investors essentially have a direct 



claim on the IP’s revenue stream, and there are no tranches or complex credit 

enhancements – resulting in a more straightforward structure. The simplicity of direct 

securitization often translates to lower costs and faster execution, since there’s no need 

to establish an SPV or craft multi-tiered tranches. Investors get transparency and 

immediacy (their returns come directly from the IP), though they also bear the full 

exposure to the asset’s performance (without the buffer of tranching or credit support). 

  

Key Distinction: Traditional IP securitization uses an entity to issue bonds or notes 

“backed” by IP (indirect exposure), whereas direct securitization issues securities 

that are the IP (direct exposure). In other words, traditional deals are debt or equity of 

a company holding IP, while direct deals give investors a piece of the IP itself. This 

innovative model was patented and championed by Marc Deschenaux, whose 

Intellectual Property Securities Corporation (IPSE) created a system to directly list and 

trade IP on financial markets. As a result, IP assets like films, songs, or inventions can 

be “offered directly to investors in the same way conventional securities are bought 

and sold”, effectively making IP a tradeable asset class. 

Comparison between Direct & Indirect Securitization 

5.1 Indirect Securitization via a Trust or a Company 

Indirect securitization is a complex structure where a special purpose vehicle (SPV), 

also referred to as a special purpose entity (SPE), is created to acquire and manage a 

pool of assets. The SPV is typically a trust or a company independent of the originating 

entity. The assets are transferred from the originator to the SPV, effectively isolating 

them from the bankruptcy risk of the originator. Once the assets are transferred, the 

SPV issues securities that are backed by the pool of assets and their corresponding 

cash flows. The securities are tranched, meaning they are divided into different classes 

based on risk and potential returns. Each tranche is designed to appeal to a certain 

type of investor, arranged in a hierarchy where losses are applied in a “waterfall” 

fashion – first affecting the riskiest tranche before impacting the safer tranches. This 

structure has several advantages: by transferring the assets to an SPV, the originator 

isolates them from its own credit risk, providing assurance to investors. The tranche 

structure allows investors to choose a risk-return profile that suits their objectives. 

However, indirect securitization also comes with greater complexity and cost. The 

creation of an SPV, the process of tranching, and the extensive due diligence required 

for each tranche all increase costs. Additionally, investors must rely on the underwriting 

standards of the originator and the competence of the SPV’s management, which 

introduces additional risk. In short, indirect deals can offer tailored risk levels and 



bankruptcy isolation, but they are costly and involve multiple parties. Investors in 

indirect structures depend on intermediaries (the SPV managers, trustees, etc.), which 

adds counterparty risk and potential points of failure. 

5.2 Direct Securitization via Pass-through Securities 

Direct securitization, on the other hand, is a simpler process. Here, the originating 

entity issues securities directly to investors without creating an SPV. These are known 

as pass-through securities because payments from the underlying assets “pass 

through” the originator to the investors. In a pass-through structure, investors have a 

pro-rata share in the pool of assets, and they receive their share of principal and 

interest (or royalties) as they are collected. Unlike indirect securitization, there are no 

tranches or external credit enhancements, resulting in a more straightforward risk 

profile. 

The simplicity of direct securitization can make it attractive to both originators and 

investors. The process is generally cheaper and quicker than an indirect deal, since 

there is no need to establish an SPV or create tranches. Investors also have a direct 

claim on the cash flows from the underlying assets, providing greater transparency. 

However, the lack of tranching or other credit enhancements means investors in a 

direct structure are fully exposed to the credit risk of the underlying IP assets. If the 

quality or performance of those assets deteriorates, investors bear the losses. 

Additionally, without tranches, investors cannot choose different risk-return profiles – 

everyone in the deal shares the same risk layer. 

In essence, the choice between indirect and direct securitization hinges on the specific 

needs and circumstances of the originator and the investors. Indirect securitization 

provides a way to transform assets into securities with varying risk–return profiles, 

which can attract a wide range of investors, but the process is costly and complex. 

Direct securitization offers a more cost-effective, faster way to securitize assets with a 

straightforward risk profile, appealing to those who value transparency – yet it exposes 

investors to higher asset risk since there’s no built-in credit buffer. Both forms play 

important roles in modern finance, providing liquidity, diversification, and risk 

management opportunities. The “better” approach depends on many factors that 

should be carefully considered in each case. 

Mechanisms of IP Direct Securitization 

Direct securitization can be structured in a few different ways depending on which 

aspect of the IP is being shared. In all cases, the goal is to align investors’ interests with 

the IP’s performance by granting them direct rights and a pass-through of income. 



Marc Deschenaux’s framework defines several types of IP securities, each combining a 

form of IP rights transfer with a pass-through revenue structure: 

 Intellectual Property Ownership Shares (IPOS): These represent co-

ownership in the IP asset itself, coupled with proportional rights to the income 

it generates. Investors who purchase IPOS become direct co-owners of a patent, 

copyright, trademark, etc., alongside the original creator or issuer – analogous 

to owning a fractional piece of the IP. For example, buying 5% of an IPOS issue 

might entitle the investor to a 5% undivided ownership interest in a patent. The 

pass-through component ensures that 5% of all revenues from that patent 

(royalties, licensing fees, litigation damages, etc.) flow directly to the 

investor before any corporate taxation. This structure gives investors a 

transparent, tangible stake in the IP’s success, while the original IP owner can 

raise capital without relinquishing full control. (In fact, issuers benefit by “raising 

capital without relinquishing total control over their creations” – they sell only 

part of their rights and typically retain a majority stake to continue guiding the 

IP’s use.) 
 Intellectual Property Licensing Shares (IPLS): These securities are built 

around an assignment of licensing rights rather than general ownership. An IPLS 

gives its holder a direct stake in the IP’s licensing arrangements. In practice, this 

means the investor is entitled to a portion of any licensing agreement revenues. 

The structure has two parts: (1) a Licensing Assignment Share, which grants the 

investor a contractual share in the IP’s licensing rights (for instance, the right to 

X% of all license fees the IP generates), and (2) a pass-through revenue 

component that delivers that X% of licensing income directly to the investor. 

The IP owner (issuer) remains the one who actually negotiates and manages 

licenses for the IP, but under IPLS they effectively assign a slice of those license 

earnings to investors. This approach is useful if the IP owner prefers not to split 

title to the IP, instead sharing the economic benefits of licensing. Investors gain 

exposure to the IP’s commercial exploitation (e.g. a patent being licensed to 

manufacturers, or a character being licensed for merchandise) with a direct 

claim on license fees. 
 Intellectual Property Assignment/Royalties Shares (IPAS/IPRS): In this 

model, what is being sold is essentially a share of the royalty stream from the 

IP. Investors in IPAS receive an assignment of a portion of the IP’s future 

royalties – for example, 10% of all royalties from a music catalog or software 

patent. This is similar to royalty financing, but structured as a security that can 

be traded. The IPAS includes a Royalties Assignment Share (the contractual right 

to a portion of revenue) and a pass-through mechanism to forward those 

earnings directly to investors without intermediate taxation. Like REITs or 

master limited partnerships (MLPs) in other industries, the pass-through design 

avoids a corporate tax layer, potentially yielding higher net income to investors. 

Importantly, IP Assignment Shares focus solely on monetary rights (income), 



not on control or ownership of the underlying IP. This can be ideal when an IP 

holder wants to keep full ownership/control of the asset while still monetizing 

future revenue. The IP holder essentially sells a slice of future cash flows to 

investors for upfront cash. The investor’s security acts like a claim on those cash 

flows (and thus qualifies as a security/investment contract) but does not confer 

managerial rights over the IP. 

All of these instruments – IPOS, IPLS, IPAS – are part of the broader category of 

Intellectual Property Securities (IPS) introduced by Deschenaux. They “offer a unique 

dual-component structure, merging co-ownership or rights assignment in IP assets 

with the benefits of pass-through securities”. In practical terms, an IP security might 

give an investor both a stake in the asset (or its revenue) and a steady income stream 

directly tied to that asset’s performance. Because the income is distributed directly, 

investors can potentially enjoy higher yields compared to traditional equity (where 

profits are taxed at the corporate level before dividends). For example, if a patent under 

an IPOS or IPAS generates $1 million in annual royalties, that income is passed through 

to the security holders (minus perhaps minimal administrative costs) rather than first 

being taxed as corporate income. 

It’s worth noting that none of these IP securities is a “stock” in a company or a 

conventional bond – they are a new kind of financial instrument. As a Hollywood SPAC 

article describes, these securities are neither stock nor bonds but simply pass-through 

securities based on intellectual property. They therefore require careful legal 

structuring (each investor typically enters into an assignment or co-owner agreement 

with the IP issuer), but once structured, they can be bought, sold, and valued similarly 

to other securities. Each IP security can correspond to a single IP asset or a bundle of 

IP assets, depending on how the offering is structured. 

Theoretical Model and Process Flow 

To illustrate how IP direct securitization is done in practice, consider a step-by-step 

model. This theoretical framework demonstrates the process from preparing an IP 

asset for offering, through issuance, to the post-issuance management and cash flow 

distribution. (We will assume a U.S. context for this model.) 

1. Identify and Prepare the IP Asset: The process begins with the IP holder (e.g., 

an inventor, artist, or company with a valuable patent, portfolio, or copyright) 

selecting one or more IP assets to securitize. A comprehensive evaluation and 

due diligence is performed on the IP. This includes determining the IP’s legal 

status (patents granted and in force, copyrights registered, etc.), its market 

potential, and expected revenue streams (royalties, licensing fees, sale 

potential). For example, suppose a biotech firm has a patent expected to 

generate licensing royalties from pharmaceutical companies – they might 



project those royalties over 10 years to estimate the asset’s value for 

securitization. 

2. Choose a Securitization Structure (IPOS/IPLS/IPAS): Based on the nature of 

the IP and the owner’s goals, a specific structure is chosen. If the owner is willing 

to sell a fractional ownership and share control, an IPOS (ownership shares) 

might be used, giving investors direct co-title to the patent or copyright. If the 

owner wants to keep full ownership but share revenue rights, an IPAS (royalty 

shares) structure is suitable, assigning a percentage of royalty income to 

investors. If the plan is to raise money specifically for exploiting the IP via 

licensing, an IPLS (licensing shares) could be ideal – effectively selling a stake in 

future license agreements. The chosen structure is essentially the “wrapper” 

defining what investors receive. Legal documents are drafted accordingly (e.g. 

a co-ownership agreement for IPOS, or an assignment-of-royalty-interests 

contract for IPAS), detailing the rights of investors, the duties of the IP issuer in 

managing the IP, and the exact mechanism of income distribution. 

3. Establish the Offering Vehicle: Although no separate operating company is 

created, there still needs to be an offering structure to issue and track the 

securities. Typically, this involves preparing an offering memorandum or 

prospectus describing the IP asset, its valuation, the rights being sold, risk 

factors, and terms of the deal. (In a U.S. public offering, this would be an SEC 

registration filing, similar to an IPO prospectus. For example, Deschenaux’s 

approach suggests filing an S-1 registration statement with the SEC for an Initial 

IP Rights Offering, just as one would for a traditional IPO, but with the IP asset 

as the centerpiece.) It also involves defining the total number of IP securities 

(shares) to be issued and the pricing (e.g. dividing the IP into 1,000 units of 

IPOS, each representing 0.1% ownership and corresponding share of income). 

Additionally, the issuer sets up any necessary trustees or agents for 

administration. Importantly, even though no SPV company holds the asset, the 

issuer will often appoint a paying agent or trustee (such as a bank or law firm) 

to handle collecting royalties and disbursing payments to investors. This agent 

operates under a contract – not as an asset owner but as a facilitator – to ensure 

investors get paid. The agent’s role is purely administrative, preserving the pass-

through nature without creating a taxable entity. 

4. Regulatory Compliance and Registration: Before selling to investors, the 

offering must comply with securities laws. In the U.S., IP securities would be 

considered investment contracts (and thus “securities” under the Securities Act 

of 1933). The issuer must either register the offering with the SEC (if public) or 

use an exemption for private placements (like Regulation D for accredited 

investors). For a public IIPRO, the SEC would review the filing for adequate 

disclosure. Because this is a novel asset class, extra care is taken to disclose how 

the IP is valued, the risks (e.g. potential patent invalidation or changes in market 

demand), and the rights of investors. As of today, financial regulators have not 

created a special category for IP direct securities – there is absolutely no specific 



regulation on “IPOs of IP” separate from general securities rules. Consequently, 

issuers work within the existing regulatory framework, treating the IP offering 

like a unique kind of IPO or bond offering in their filings (in other jurisdictions, 

approaches may vary). Early issuers have essentially had to adapt standard SEC 

registration processes to fit an IP asset instead of a company, since regulators 

have not carved out any new pathway for these securities. 

5. Marketing and Subscription: The offering is then marketed to potential 

investors who are interested in the IP’s sector (e.g. tech investors for patents, or 

music/film fans for entertainment IP). This might involve roadshow 

presentations explaining the IP’s prospects, similar to how a startup would pitch 

an IPO. Investors subscribe by committing capital to purchase the IP securities. 

Once the offering period closes, the IP issuer assigns the specified rights to the 

investors and receives the raised capital. For example, if our biotech patent 

IIPRO sought $20 million by selling 40% of future royalties, investors collectively 

paying that amount would receive a contract entitling them to 40% of all 

royalties on that patent going forward (distributed among them according to 

how many units they bought). 

6. Post-Issuance – IP Management and Revenue Collection: After the 

securitization, the IP holder (now acting as the IP issuer/manager) continues to 

operate much as before in terms of exploiting the IP. If it’s a patent or 

technology, the issuer will pursue licensing deals, development, or enforcement 

litigation to monetize it. If it’s a piece of media (song, film, etc.), they will 

promote sales, streaming, licensing, etc. The key difference is that now a portion 

of the revenues must be routed to investors. All income related to the IP is 

tracked – typically, a dedicated account is set up where licensees or users of the 

IP pay fees/royalties. According to the securitization contracts, X% of those 

inflows belong to the investors. The paying agent (or the issuer, if self-

administered) then passes through the investors’ share, perhaps quarterly or 

semi-annually. Because investors may now legally own a fraction of the IP or its 

rights, the IP issuer has a fiduciary duty to them and must provide reports. 

Investors often receive periodic statements detailing how much revenue the IP 

generated and what their cut is. In essence, the IP’s performance becomes 

transparent, almost like a mini-company issuing earnings reports – except here 

the “company” is a single IP asset. 

Investors in direct deals receive returns primarily through the income from the IP 

(much like dividends or coupon payments). However, they might also profit by selling 

their IP securities on a secondary market. One goal of IP direct securitization is to make 

IP rights liquid and tradeable. Platforms like IPSE aim to list IP securities on exchanges 

so investors can buy or sell them just as they trade stocks. For instance, if the biotech 

patent’s royalty prospects improve (say, a big licensing deal is signed), the market price 

of the IP securities might rise, allowing an early investor to sell their stake at a profit. 

Conversely, if the outlook worsens (e.g. a patent challenge or market shift), the price 



could drop. Liquidity is still an emerging aspect – currently, since IP securities are new, 

dedicated exchanges or trading forums are being developed (Marc Deschenaux’s 

WIPSEC vision in 1998 was an early attempt at an IP securities exchange). In the U.S., 

any trading of these securities would be subject to SEC regulations (exchange listing 

standards or via alternative trading systems if over-the-counter). Over time, as the 

concept gains acceptance, one can imagine a segment of financial markets specifically 

for IP rights offerings, where IP assets are “valued, listed, and traded as standalone 

securities” just like stocks. 

Another consideration is termination or maturity of the IP securities. Many IP 

securities might be structured as perpetual (no fixed end date, since they represent 

ongoing ownership or revenue rights). However, some could have a defined term. For 

example, a royalty share might last 10 years or until a certain total payout is reached. 

These terms are set in the offering. If a term ends, the contract might stipulate that the 

rights revert fully to the issuer. In an ownership scenario, perhaps the issuer retains a 

call option to buy back the IP shares after X years, or investors might vote to sell the 

underlying IP (e.g. sell the patent outright to a third party) and distribute the proceeds. 

All such exit or wind-up scenarios are predefined so investors know how they’ll 

ultimately get liquidity if not through market trading. 

This theoretical model underscores that IP direct securitization transforms IP into a 

financial product. It requires interdisciplinary considerations: IP law (to 

transfer/partition rights), contract law (to structure investor agreements), and securities 

law (to comply with financial regulations). The end result is a streamlined process 

where “IP assets can be directly listed and traded on securities markets”, providing a 

bridge between creators and capital. 

Regulatory and Legal Considerations (U.S. Focus) 

Implementing IP direct securitization in the United States must navigate several layers 

of law and regulation – principally securities regulations, intellectual property laws, and 

tax laws. Below is how each plays a role, and the current status of regulatory 

acceptance: 

 Securities Law (SEC Regulations): From the perspective of U.S. financial 

regulators, any instrument where investors provide money with an expectation 

of profit from the efforts of others is likely to be deemed a security (per the 

Howey test). IP securities – whether they confer ownership or just royalty rights 

– meet this definition because investors are passive participants relying on the 

IP issuer to monetize the asset. Therefore, offerings of IP securities must comply 

with the Securities Act of 1933 and the Securities Exchange Act of 1934. In 

practice, this means public offerings require SEC registration (filing an S-1 or 

similar), full disclosure, and potentially SEC review. There is currently no special 



shortcut or bespoke regulatory framework for IP rights offerings – the SEC treats 

them under existing rules and has not carved out any new category for these 

novel securities as of yet. Early issuers have proceeded by preparing offering 

documents analogous to an IPO or private placement memorandum, adjusting 

the content to fit an IP asset instead of a company. Regulatory burdens like 

audited financial statements can be tricky (an IP asset doesn’t produce GAAP 

financials like a company does, so alternate disclosures about projected cash 

flows and valuation must substitute). Regulators will be keen on risk disclosures 

(e.g. “this patent might be invalidated or obsolete, which would zero out 

investor returns”), given the uncertainty in valuing IP. 

Once issued, if the IP securities are listed on an exchange or have enough 

holders, they might trigger ongoing reporting requirements (e.g. 10-K/10-Q 

filings) similar to public companies. This is uncharted territory – one could 

imagine a scenario where a single patent has to issue annual reports on royalty 

income and developments affecting the patent (new licenses, legal challenges, 

etc.). For now, any such reporting is likely handled through contract or trust 

arrangements rather than SEC mandates, unless the scale becomes large 

enough to be considered a public issuer. The SEC will also be concerned with 

antifraud rules and general investor protection: IP securitizations must avoid 

overhyping the IP’s prospects; all marketing must be compliant (no “gun-

jumping” of securities laws in pre-offering communications). Trading of IP 

securities would need to occur on registered exchanges or alternative trading 

systems to ensure fair market practices. A novel exchange listing IP rights (like 

IPSE’s platform aims to do) would likely be evaluated on a case-by-case basis 

by regulators initially. 

 Intellectual Property Law: Since the underlying asset is IP, legal mechanisms 

must ensure the investors’ rights are valid and enforceable. For patents and 

trademarks, the USPTO allows recording of assignments. If an IPOS gives 

investors 30% co-ownership of a patent, that assignment should be recorded 

so that their interest is on file. If an IPAS grants a share of royalties, it might not 

require recording (since ownership isn’t transferred), but the contract serves as 

evidence of their rights. Copyrights similarly can have partial assignments 

recorded with the U.S. Copyright Office. Proper recording protects investors, 

especially if the original owner faces bankruptcy or tries to double-sell the 

rights. The securitization must be structured to be bankruptcy-remote – i.e. 

investors’ rights to the IP or income survive even if the originator goes bankrupt. 

Traditionally, SPVs achieved this isolation; in direct securitization, careful 

contractual structuring (and possibly legal opinions) are needed to ensure, for 

example, that assigned royalty streams aren’t pulled into the originator’s 

bankruptcy estate. If investors become co-owners of a patent or copyright, 

default IP law gives each co-owner certain abilities (e.g. in U.S. patent law, a 



joint owner can license the patent without consent of the other, unless 

otherwise agreed). Thus, a co-ownership agreement must contractually alter 

these default rules – typically investors agree not to separately exploit the IP 

and to let the IP issuer manage it exclusively. The agreement spells out any 

voting rights and remedies if the issuer fails to perform (e.g. an investor 

committee could replace the manager, or the share converts to a royalty claim). 

All of this must align with IP law and contract law. Territorial issues also arise: IP 

rights are territorial (patents are national, etc.), so a securitization might involve 

multiple jurisdictions (global patent family rights, etc.). Ensuring investor rights 

across jurisdictions adds complexity – one might need parallel assignments in 

the EU, Japan, etc., or define investors as a consortium of undivided owners 

bound by an agreement. In some cases, the IP might be transferred to a 

nominee or trustee who holds it on behalf of all investors (effectively an SPV in 

function, though not a corporate entity), especially for a large group of co-

owners. However, given the mandate here of no new entity, another approach 

is to define investors collectively in a contract and bind them as a group. The 

contracts should also clarify who is responsible for maintaining and enforcing 

the IP (paying maintenance fees, litigating infringements). Typically the IP issuer 

retains these duties, with provisions for investors to step in or be reimbursed if 

the issuer fails to do so. 

Tax Law: One appealing aspect of direct securitization is potential tax 

efficiency. Because the structure avoids a corporate entity collecting the IP 

income, there is generally no corporate income tax on those earnings – they 

“pass through” to investors who then pay any applicable individual taxes. This 

is similar to REITs (which avoid double taxation by passing income to 

shareholders) or partnerships. In many jurisdictions, investing directly in IP can 

even carry special tax benefits (Deschenaux has noted that in some places, 

investing in IP – whether science via patents or art via copyrights – can be “tax 

free” for the investor). This likely refers to avoiding capital gains or corporate 

tax layers, though investors still owe tax on income received in most cases. The 

IP originator must consider tax on the upfront capital raised: is it treated as 

income (like selling an asset) or as a loan? If they sold a portion of IP, it might 

be seen as a partial asset sale – potentially triggering tax on any gains. But if 

structured more like a financing (akin to a loan against future royalties), it might 

be treated differently. These nuances depend on local tax authorities, which 

have not yet given explicit guidance for this exact scenario. It’s a cutting-edge 

area where transactions tread carefully to fit within existing categories. In short, 

issuers and investors must plan around tax implications – often consulting 

experts to structure the deal in a tax-advantaged way without running afoul of 

tax laws. 



Currently, U.S. financial regulators have not explicitly endorsed or created bespoke 

rules for IP direct securitization. As of 2025, the concept remains novel and somewhat 

experimental in regulatory eyes. However, nothing in law outright forbids it – it’s more 

about adapting within existing laws. The SEC will regulate any such offering like it 

would any high-risk, specialized security offering, ensuring investor protections are in 

place. We may eventually see guidance or standards specific to IP-backed securities if 

they become more common (for instance, standards for IP valuation disclosure in 

offerings, or exchange listing requirements for IP securities). Exchanges might develop 

listing standards or dedicated segments for IP securities to ensure transparency and 

investor protection. Other countries might even move faster – if one nation allows a 

formal IP exchange or explicitly recognizes these instruments, it could pressure the U.S. 

to accommodate so as not to miss out on a new market. In summary, yes, IP direct 

securitization can be done in the U.S. under current laws – the framework is flexible 

enough – but it requires weaving together IP assignment contracts with securities 

compliance. The lack of a purpose-built regulatory framework means issuers must be 

thorough in compliance and educating regulators. Early pioneers like IPSE have 

essentially been working within the system to prove the concept. For example, IPSE’s 

patent-pending platform seeks to list IP rights offerings directly on traditional 

exchanges, “bypassing the need for a corporate entity to represent the asset”, while 

adhering to exchange regulations. As the field develops, we anticipate dialogue with 

regulators to formalize best practices. Until then, the onus is on issuers to cover all 

legal bases – from SEC filings to IP law compliance – when performing a direct 

securitization. 

Benefits of Direct IP Securitization 

IP direct securitization brings a host of potential benefits for various stakeholders, 

fundamentally changing how IP is financed and invested in: 

Access to Capital for IP Owners: Creators and innovators (authors, inventors, 

research institutions, small businesses) can raise substantial funds without 

selling their company equity or taking on debt. By monetizing the IP directly, 

they turn future intangible profits into immediate working capital. Crucially, they 

do this without diluting equity or adding liabilities to their balance sheet. For 

example, a startup could securitize a patent to fund its product development, 

instead of issuing new shares (which dilute founders) or borrowing against 

assets (which adds debt and risk). This can be life-saving for IP-rich but cash-

poor entities. Moreover, the IP originator often retains control – since they 

might only sell a minority stake in the IP, they continue to decide how the IP is 

used. As noted earlier, IPOS allows raising money “without relinquishing total 

control” and IPSE’s direct listing model lets IP holders leverage their work 

“without forfeiting ownership or operational oversight”. In essence, authors and 



inventors can have their cake and eat it too: get funding while still steering their 

creative or technological vision. 

Investor Exposure to Innovation: Investors gain a new asset class – a way to 

invest directly in innovation, creativity, and intellectual capital. IP securities offer 

returns tied to the success of specific IP assets (a drug patent’s royalties, a film’s 

revenue, etc.), which may be uncorrelated with traditional markets. This 

provides diversification: IP assets’ performance is often driven by technological 

breakthroughs or consumer tastes rather than broader economic cycles. By 

adding IP-based assets to a portfolio, investors can spread risk and potentially 

tap into high-growth opportunities that were previously inaccessible (since 

normally only the IP owner would reap the IP’s rewards). Additionally, the pass-

through design typically avoids a corporate tax layer, potentially yielding higher 

net returns to investors compared to equity in an IP-heavy company (where 

profits might be taxed before distribution). 

Efficient Market for IP Value: Direct securitization can help establish market 

pricing for IP assets. Traditionally, IP valuation was an opaque exercise (done 

via appraisals or infrequent sales). With IP securities trading on exchanges or 

platforms, market forces can price the IP more continuously. This price discovery 

could lead to more efficient capital allocation – IP assets will attract capital 

commensurate with their perceived value and risk. Over time, a track record of 

IP deals might reduce the uncertainty and perceived risk of IP finance, as 

investors become more comfortable evaluating patents or copyrights as assets. 

Off-Balance-Sheet and Risk Isolation for Companies: When IP assets are 

securitized directly, they can often be treated as off-balance-sheet transactions 

for the originator (especially if structured as true sales of IP rights). This can 

improve financial ratios and isolate the IP’s risks from the rest of the company. 

If the IP fails to perform, the investors bear that risk, not the company’s general 

creditors or shareholders. Conversely, if the company encounters financial 

distress or bankruptcy, properly structured direct IP deals can shield those IP 

assets and their income for the investors’ benefit. This is somewhat analogous 

to traditional securitization’s bankruptcy-remoteness benefit. Thus, direct IP 

deals can lower a firm’s cost of capital by tapping IP value without encumbering 

the entire enterprise. 

 Encouraging Innovation and Creativity: By creating a direct link between IP 

creation and capital markets, this securitization model could encourage more 

innovation and creative output. Inventors and artists see a clearer path to 

funding: if they can conceive a valuable IP, they have the option to raise money 

on it without needing to build an entire company or secure a traditional 

publishing/record deal. This might especially empower individuals or small 

teams. It could also shorten the time to capital – instead of years building a 



company to IPO or courting venture capital, one could go straight to an IIPRO 

if the IP is strong enough. In turn, investors and analysts would pay closer 

attention to individual IP assets, potentially driving a virtuous cycle where good 

ideas get funding more quickly. It essentially unlocks the value of ideas 

themselves. Over the long term, this could lead to a more robust market for IP 

rights, better liquidity for intellectual assets, and greater recognition of IP as a 

cornerstone of the economy (intangibles are already a huge portion of 

corporate value, but now they could be directly invested in). 

Risks and Challenges 

Despite its promise, IP direct securitization comes with significant challenges and risks 

that both issuers and investors must heed: 

Valuation Uncertainty: Accurately valuing intellectual property is notoriously 

difficult. Unlike a mature company with an earnings history, a standalone IP 

asset’s value is based on future potential which may be highly uncertain. Many 

factors affect IP value: technological obsolescence, market adoption, 

competitive IP, legal validity, etc. There is a risk of overvaluation or 

undervaluation at the time of securitization. If projections are overly optimistic, 

investors may overpay and face losses when actual cash flows disappoint. 

Conversely, an IP might be undervalued if its upside (e.g. chance of a 

blockbuster success) isn’t fully appreciated. Because there is often limited 

historical data (especially for a new patent or an unreleased film), traditional 

valuation models (DCF, comparables) involve speculative assumptions. As a 

result, rating agencies and investors might have difficulty assessing the credit 

or investment risk. In early IP securities deals, we may see wide yield spreads or 

required returns reflecting this uncertainty. Valuation risk is a primary concern 

noted by analysts of IP financing. 

Cash Flow Volatility: The income from IP can be highly volatile and 

unpredictable. Royalty streams might start years later and then suddenly surge 

or crash. For instance, a patent’s royalties depend on product sales by licensees; 

those could falter due to market competition or rise if a product takes off. A 

movie’s gross might flop at the box office but later gain cult status and 

significant streaming revenue – or vice versa. Investors in IP securities must 

accept that cash flows are not guaranteed and often lack the stability of, say, 

mortgage payments in an MBS. There’s also longevity risk – some IP rights 

expire (patents after 20 years, copyrights eventually into public domain), so 

there’s a ticking clock on earning potential. If monetization takes too long, the 

window of returns can close. Moreover, certain IP (like technology patents) 

might become obsolete long before their legal expiry due to innovation 

leapfrogging. All these contribute to cash flow risk. As one source notes, the 



returns on IP securities are “directly tied to the success and profitability of the 

underlying IP”, making them vulnerable to market trends and technological 

changes. 

Legal and Enforceability Risks: The novelty of the structure means legal 

frameworks could be tested. There’s a risk that a court could, for example, 

question an unorthodox arrangement: Is the investor’s right truly an ownership 

interest or just a contract claim? If the originator goes bankrupt, will a 

bankruptcy court honor the investors’ separate rights or try to pull the IP back 

into the estate? These scenarios haven’t been widely tested in court for IP 

securities. Enforceability of international rights is another legal risk – an investor 

might have rights to royalties globally, but if a foreign licensee or foreign patent 

doesn’t pay, can they enforce it? Political and regulatory changes (like a 

government altering royalty laws or imposing compulsory licensing of a patent 

for public interest) could also impact returns in ways investors didn’t foresee. 

Regulatory risk exists too: if securities regulators later impose new rules or if a 

particular deal is deemed non-compliant, it could affect investors (for instance, 

if a deal had to be unwound or penalties paid). Until IP securitization gets more 

regulatory clarity, early issuers and investors operate with some regulatory 

uncertainty. 

Illiquidity and Market Acceptance: While one goal is to create liquid markets 

for IP securities, initially these instruments may be quite illiquid. Fledgling 

exchanges or platforms might have low trading volumes, meaning investors 

who want to exit may struggle to find buyers without giving a steep discount. 

Market acceptance will take time – many investors may stay away until a track 

record is proven. This means early investors must be prepared to hold to 

maturity or until the IP naturally monetizes, with limited ability to trade out. Bid-

ask spreads could be wide due to uncertainty. Additionally, there might be 

information asymmetry – the IP issuer likely knows more about the asset than 

investors, which could make pricing difficult and scare some investors off or 

require a higher risk premium. In short, IP securities markets will need to 

develop infrastructure, standard practices, and a base of knowledgeable 

participants before liquidity improves. 

Operational and Management Risks: Investors are relying on the IP issuer (or 

whoever is managing the IP) to make prudent decisions to maximize the IP’s 

value. This introduces a form of agency risk – not unlike owning stock in a 

corporation, but here often one person or a small team’s actions are critical 

(since it’s not a whole diversified company but perhaps an individual inventor 

or producer). If the IP issuer mismanages the asset – e.g. fails to pursue a 

valuable licensing opportunity, mishandles a legal defense of a patent, or 

doesn’t promote a copyrighted work – the investors suffer. There is also risk of 

dishonesty or incompetence: because the structure is new, robust governance 



mechanisms are still evolving. Investors might need rights to audit the royalty 

flows or replace the manager under certain conditions. Ensuring transparency 

from the IP issuer is critical; otherwise, one could face scenarios like the 

infamous “Hollywood accounting” where a film’s profits are understated. In fact, 

IP securitization might bring more scrutiny to such practices, but contracts must 

allow investors some oversight or recourse if revenues seem to be hidden or 

misallocated. 

Lack of Historical Data: With traditional bonds or mortgages, there are 

decades of data and established models (default rates, prepayment models, 

etc.). For IP securities, we lack long historical datasets. Each IP asset is unique, 

and while analogous deals (like music royalty securitizations) exist, standard 

quantitative risk models are in their infancy. This means risk is harder to 

quantify, potentially leading either to overly cautious terms (making it expensive 

for issuers) or underestimation of risk. Over time, as more deals occur, we may 

develop better models (for instance, probability distributions of a patent 

generating $X royalties, perhaps informed by industry stats). Until then, 

investors must accept a higher degree of uncertainty. 

 Market Perception and Education: As a new concept, IP direct securitization 

may face skepticism. Investors need education to understand these instruments. 

Likewise, IP owners may be wary of “selling off pieces” of their crown jewels. It 

will likely require success stories to build trust. Early failures (e.g., a high-profile 

IP securities default or lawsuit) could set back the whole sector by tainting its 

reputation. Therefore, initial deals are likely to be conservatively structured and 

closely watched. The ecosystem (banks, lawyers, exchanges, rating agencies) 

also needs to adapt – right now, not many professionals have experience in this 

niche, which could lead to higher transaction costs and potential structuring 

mistakes. 

In summary, while IP direct securitization opens exciting opportunities, investors must 

perform diligent analysis and be prepared for high variability in outcomes, and issuers 

must structure deals carefully to mitigate legal and operational pitfalls. Many of these 

risks mirror those in other securitization or venture investment arenas, but some are 

unique to IP (like patent validity risk or royalty unpredictability). Both investors and 

regulators will likely take a cautious approach until a solid track record is established. 

Challenges and Risks 

IP securitization in general (including both direct and indirect approaches) also faces 

broader challenges: 



Valuation Difficulties: Unlike physical assets, valuing IP is a complex task due 

to its intangible nature. The value of IP depends on a range of factors, including 

its potential market, the legal protections in place, and its strategic importance. 

Because of these complexities, assigning a reliable monetary value to IP assets 

can be problematic, making investors wary and structuring deals more difficult. 

Legal and Regulatory Issues: IP laws and regulations vary significantly across 

different jurisdictions, which can complicate the securitization process and 

introduce additional risks for investors. Additionally, securities regulations may 

not have clear provisions for these novel instruments, leading to uncertainty or 

the need for case-by-case legal structuring (as discussed above). 

Enforcement Risk: The income generated by IP assets is contingent on the 

ability to enforce IP rights. This can be a challenge, especially in markets where 

IP protections are weak or not well-enforced. If patents or copyrights cannot be 

defended against infringement, or royalties cannot be collected due to legal 

hurdles, the cash flows underpinning the securitization could evaporate. 

 Obsolescence Risk: Given the fast-paced nature of innovation and shifting 

consumer tastes, there is always a risk that an IP asset may become obsolete, 

impacting its future cash flows. A technology might be superseded, or a trend-

driving copyrighted work might fall out of favor, shortening the revenue-

generating lifespan of the IP. 

Despite these challenges, Intellectual Property Securitization (IPS) has enormous 

potential. As more companies recognize the value of their IP and seek ways to 

monetize these assets, IPS is likely to grow in popularity. However, to ensure successful 

implementation, it's crucial for companies to properly manage the risks associated with 

IPS and adopt best practices in IP valuation and management. Meanwhile, investors 

need to enhance their understanding of IP as an asset class and make informed 

decisions based on thorough due diligence. In a world increasingly driven by 

knowledge and innovation, IP is a critical resource. It's time we fully explored the 

potential of this resource through strategies such as Intellectual Property 

Securitization. 

Future Outlook and Innovations 

The concept of directly securitizing IP is still emerging, but it aligns with broader trends 

in finance and technology. Looking ahead, several developments could influence its 

trajectory: 

Specialized IP Exchanges and Platforms: We will likely see dedicated 

platforms for IP rights trading gain traction. Marc Deschenaux’s early initiative, 



WIPSEC in 1998, envisioned a specialized exchange for IP securities. Today, IPSE 

is attempting to realize this vision by listing IP offerings on existing exchanges 

and on its own platform. In the future, mainstream stock exchanges might 

create segments or spin-off platforms for IP. Alternatively, entirely new 

exchanges could emerge focusing on different IP categories (e.g. one exchange 

for music and film rights, another for tech patents). These platforms would 

provide the infrastructure for liquidity and price discovery. As volume grows, we 

can expect market makers and perhaps indices/funds of IP securities to appear, 

allowing broader participation (imagine an “IP 100 Index” tracking a basket of 

top IP assets). 

Tokenization and Blockchain: The use of blockchain technology could further 

streamline IP securitization. By representing IP shares as tokens on a blockchain, 

transfers and fractional ownership could be managed more efficiently and 

transparently. Smart contracts could automate royalty distributions: for 

instance, a smart contract holding an IP license fee could instantly split and send 

payments to token holders as per their share. Blockchain could also help with 

provenance and tracking of IP rights (avoiding double assignments, etc.). In fact, 

Deschenaux’s patent mentions a blockchain platform for IP registration and 

converting IP to a marketable security. Tokenization has already been tried in 

areas like music royalties (with some artists selling NFT-based royalty rights). 

Regulatory acceptance of security tokens is still evolving, but combining IP 

securities with blockchain could reduce reliance on traditional intermediaries 

and lower transaction costs. 

 Integration with Crowdfunding and R&D Funding: IP securitization could 

merge with crowdfunding models. Platforms might allow the public to fund 

specific inventions or creative projects in exchange for IP securities. This would 

be like Kickstarter, except instead of a product pre-order or donation, backers 

get a formal financial stake. Such a model could revolutionize research financing 

– for example, a university could “IPO” a promising patent from its lab, raising 

money from alumni and tech investors to further develop it, with everyone 

sharing the returns if it succeeds. This ties into concepts like Initial Intellectual 

Property Offerings (IIPOs), akin to IPOs but for IP. The synergy with 

crowdfunding is natural, but would require simplifying the process for retail 

participation (including compliance with investor limits and disclosure 

requirements for non-accredited investors). 

Regulatory Evolution: If IP direct securitization gains momentum, expect 

regulators to adapt. The SEC might issue specific guidelines or rule adjustments 

to accommodate unique aspects (e.g., perhaps adjusting the definition of 

“asset-backed security” to include IP royalty streams, or providing guidance on 

reporting standards for IP issuers). Legislation could even emerge to encourage 

this market, especially if it’s seen as beneficial for innovation (similar to how 



some regulations favor certain investment vehicles). On the flip side, if scams or 

problems proliferate, regulators could tighten rules to protect investors (for 

instance, requiring that only sophisticated investors partake in certain high-risk 

IP deals, or mandating third-party valuation audits for IP being securitized). 

Standardization and Best Practices: Over time, as more deals close, we’ll likely 

see the development of standardized contracts and structures. Industry groups 

(perhaps akin to how ISDA standardizes derivatives) could form to publish 

standard templates for IP co-ownership agreements, royalty assignment 

contracts, and disclosure frameworks. Rating agencies might develop 

methodologies to rate IP securities (considering factors like patent quality, 

portfolio diversification, etc.). Insurance products may arise too – for example, 

insurance against patent invalidity or infringement could be bundled to make 

an IP security more secure (much like mortgage insurance in MBS). These 

innovations would help mitigate some risks and make the asset class more 

palatable to institutional investors. 

 Broadening of Asset Scope: While current efforts focus on things like patents, 

music, films, etc., the concept could extend to other forms of intangible assets. 

For instance, securitizing trademark portfolios (royalties from brand licensing), 

data and databases (monetizing large datasets under license), or even things 

like carbon credits or spectrum rights could take inspiration from direct 

fractionalization of rights. The overarching idea is that any asset producing an 

income stream and that can be legally divided could potentially be securitized 

directly. IP is one of the most promising because of the huge untapped value 

in intangibles. 

The outlook for Intellectual Property Direct Securitization is exciting: it stands to 

reshape how innovation is funded, blur the lines between inventors and investors, and 

open new channels of value creation. However, its success will depend on prudent 

navigation of the challenges outlined. If early pioneers demonstrate viable models and 

respectable returns, the 2020s could see IP securities become a mainstream investment 

class. This would mark a significant evolution from an age when intangible assets were 

an arcane corner of finance, to an era where patents and songs trade on the exchange 

floor next to stocks – truly “Wall Street meets Silicon Valley (and Hollywood)” in a direct 

way. 



Conclusion 

Intellectual Property direct securitization represents a technical and financial 

breakthrough in unlocking the value of ideas. By structuring securities that are directly 

backed by IP rights – whether through co-ownership, licensing rights, or royalty 

streams – it enables a direct flow of funds from investors to creators, and of returns 

from IP to investors, without the layers of corporate intermediaries that traditionally 

stood in between. In doing so, it merges the worlds of intellectual property law and 

securitization finance into a new hybrid instrument. 

This white paper has explored how such securitization is done in practice: we examined 

the key mechanisms (IPOS, IPLS, IPAS), a theoretical step-by-step model, regulatory 

considerations (especially in the U.S.), and the manifold benefits and risks. The bottom 

line is that IP direct securitization allows capital markets to directly invest in innovation 

and creativity, turning IP assets into investable and tradeable units. It offers creators 

funding without losing control, and offers investors exposure to the burgeoning 

intangible economy in a targeted way. 

However, as with any pioneering endeavor, caution and craftsmanship are required. 

The approach is innovative but not yet routine – financial regulators have not yet fully 

caught up (there is as yet no special regulatory treatment, just adaptation of existing 

rules), and investors are still learning to price the unique risks of IP assets. Early 

implementations by Marc Deschenaux and IPSE demonstrate the feasibility, with 

patents and even a patented platform underpinning the method. These efforts, 

inspired by concepts like IIPRO (Initial IP Rights Offerings), are actively bridging the 

gap between IP and traditional financial markets. 

Going forward, the success of IP direct securitization will likely hinge on building trust 

through transparency and performance. Each successful IP offering that delivers 

returns to investors will pave the way for others, establishing this as a credible 

financing tool. If challenges are managed – through sound valuation, legal safeguards, 

and perhaps technological aids like blockchain – we may witness a flourishing market 

where ideas themselves are bought and sold as easily as stocks. 

Intellectual Property direct securitization is transforming IP from a static intangible on 

a balance sheet into a dynamic financial commodity. It holds the promise of fueling 

the next wave of innovation by connecting creators with global capital in a direct, 

efficient manner. As one article aptly put it, “IP assets, such as films, patents, and other 

creative works, can be directly listed and traded… empowering IP owners to unlock the 

full value of their assets”. While we must proceed with eyes open to the risks, the 

answer to whether this new model can be realized is yes – and indeed it may become 

a defining feature of 21st-century finance, where intellectual capital is as bankable as 

physical capital. 



Direct securitization has several advantages over indirect securitization: 

6.1 Simplicity: Direct securitization involves a less complex structure. The originator 

directly sells securities backed by the underlying assets to investors without needing 

to set up an intermediary SPV. This simplicity often translates to easier comprehension 

and transparency for investors. 

6.2 Cost Efficiency: Direct securitization entails fewer intermediaries (no separate 

trustees or servicers as used in SPV structures), so the process is more streamlined. 

This can reduce the associated costs of securitization. 

6.3 Faster Process: Because the procedure for direct securitization is less complex, it 

can often be completed more quickly than indirect deals. There’s no need to establish 

an SPV or create tranches, both of which can be time-consuming. 

6.4 Direct Claim: Investors in direct securitization have a direct claim on the cash flows 

from the underlying assets, providing a high degree of transparency and immediacy. 

This direct exposure can be advantageous to investors who fully understand the asset 

class and are willing to bear the risk. 

6.5 Ease of Distribution: With no tranches to structure, distributing securities to 

investors is relatively straightforward in direct securitization. The offering can be more 

uniform, and every investor is on equal footing in terms of risk/return of the asset pool. 

6.6 Reduced Counterparty Risk: In indirect securitization, there’s a potential risk that 

the SPV or other intermediaries might fail to fulfill their obligations (for example, a 

trustee mishandling funds). This counterparty risk is significantly reduced in direct 

securitization since there are fewer parties involved. 

While these advantages make direct securitization an attractive option for certain 

investors and originators, it’s important to note that this method does not inherently 

provide credit enhancement or risk trenching. In direct deals, investors bear the full 

risk of the assets’ performance. Ultimately, whether direct or indirect securitization is 

more suitable will depend on the specific context – the nature of the IP assets, the risk 

appetite of investors, and the goals of the IP owner. Both models have their place, and 

the future will likely see both coexisting as complementary tools in the financial 

innovation toolkit. 


