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Financing with
Intellectual
Property

Hong Kong's IP Financing Sandbox, the mechanics of IP-backed
lending, and the methodologies used to value intangible assets.

The Hong Kong Sandbox in Global Context

The Commerce and Economic Development Bureau of Hong Kong SAR government, in collaboration with the Hong
Kong Monetary Authority (“HKMA") and the Intellectual Property Department (“IPD"), launched the Intellectual Property
(“IP") Financing Sandbox in December 2025 to solidify its position as a regional intellectual property trading center. This
initiative is designed to address the “financing gap” faced by innovative small and medium-sized enterprises (“SMEs")
that lack traditional physical collateral but possess significant intangible value. The sandbox provides an environment
where commercial banks work alongside valuation professionals and legal experts to pilot IP-backed lending products.

A critical component of this ecosystem is the integration of standardized valuation practices. The government has
earmarked HKD 28 million for the Pilot Patent Valuation Support Scheme, which subsidizes the cost for SMEs to engage
professional valuers. Furthermore, the newly established Hong Kong Technology and Innovation Support Centre
(“HKTISC") provides qualitative patent evaluations based on national standards, helping lenders bridge the gap
between technical complexity and financial creditworthiness.

While Hong Kong's sandbox represents a significant policy-driven step forward, the local IP financing ecosystem
remains in its infancy. In contrast, the United States possesses a highly mature, market-driven IP financing landscape
backed by sophisticated private credit funds and advanced secondary patent markets. The financing process begins
with the legal due diligence phase, where underwriters verify the clean title chain of the asset and conduct “freedom-to-
operate” analyses to confirm the absence of infringement claims. Once ownership is verified, specialized intellectual
property brokers or independent valuation firms deploy appropriate valuation techniques to estimate the asset's
market value. In some transactions, Collateral Protection Insurance (“CPI") provides an additional credit enhancement
by reviewing the valuation data and issuing a coverage policy that wraps the IP portfolio, thereby helping establish a
legally binding asset value for the financing. With this enhancement in place, institutional lenders or private credit
funds can finalize transaction terms and record the relevant security interests through formal filings with the U.S.
Patent and Trademark Office (“USPTO").
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In October 2020, Indigo Ag, a high-growth agriculture technology company utilizing microbial and digital technologies,
successfully secured a debt facility in excess of USD 100 million structured entirely on the company's extensive
intellectual property asset portfolio. The structure allowed the lender to advance a facility secured strictly by the
intellectual property, and the company to access growth capital without pledging physical assets, providing corporate
guarantees, or subjecting existing shareholders to equity dilution. Additionally, in July 2025, Concord issued USD 1.76
billion of five- to ten-year senior notes. While financing traditionally relies on physical or real estate assets to
collateralize debt, this transaction was structurally engineered around the monetization of an extensive intellectual
property portfolio of over 1.3 million music copyrights, including songs and recordings.

Understanding Intellectual Property

IP represents a distinct category of assets encompassing the intangible creations of human intellect. Unlike tangible
assets, which are defined by their physical substance and presence, intellectual property is characterized by a
framework of statutory legal rights granted to creators. These protections safequard original ideas, technical
innovations, and commercial identities. At its core, IP serves as a critical economic mechanism designed to incentivize
creativity and commercial advancement. By providing rights holders with a temporary monopoly over the use of a
specific invention or expressij it allows enterprises to capture market value and achieve a sustainable return on
innovation investment.
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