
Frequently 
asked 

questions 

www.capital3.pm



2 www.capital3.pm

Frequently asked 
questions 

Why do the loan note issuers not use a bank for the 
purpose of finance?
Our providers do use banks, they are often asked to finance further into the development cycle such as at 
the construction phase. Any large and successful corporation will have a diverse way of raising capital, for 
example the likes of Amazon, MacDonald’s, Microsoft all raise capital from private individuals by way of bond 
issuance. If banks were the only source of finance for companies, such things as crowd funding, private 
equity, venture capital and loan notes would not be a tried, tested and successful way of capital raising.

By offering Loan Notes to private individuals, Capital 3PM has developed an extensive global network of 
private individuals who re-invest, time and time again in Loan Notes. Our providers value our ability to access, 
retain and maintain a loyal and diverse network of high net worth and sophisticated investors, that repeatedly 
support new issues of Loan Notes.

How are such attractive returns generated in what 
appears to be a “too good to be true” proposal?
Our providers make significant returns by adding value throughout the development cycle, such as site 
origination, gaining planning approval, negotiation of leases, construction and finally selling the asset to an 
institutional buyer. The loan note investors partake in the embryonic stage of the development cycle.

Rental yields alone could not deliver such high returns and therefore our providers share some of the upside 

they generate by way of their value-add business strategy. In simple terms, they share a proportionate 

percentage of their profits with the Loan Note holders. This is in line with the risk profile of the product.

Not all of our providers are property based, in this instance, our Loan Note clients again share in a 
percentage of the profits made by the underlying business strategy.
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How am I secured and protected?

Our providers, if property based, must have regulated security trustees in place 

to register and administer the security that has been provided for the Loan Note 

holders. The two main securities that Capital 3PM insist upon having in place 

would be a first legal charge against the underlying asset or the holding company 

of the underlying asset and a debenture against the companies’ bank accounts or 

balance sheet. In some instances, the Loan Note has insurance in place to protect 

against corporate failure and ultimately the collapse of the product. However, 

please note that due to Capital 3PM’s stringent due diligence process, none of 

our providers have ever defaulted on principal capital or coupon payments.

How does Capital 3PM conduct their Due 
Diligence?

Capital 3PM has appraised over 1000 Fixed Income offers during the last 7 years. 

To date we have only approved 4 that we currently market to our network. This 

means that 99.6% of the offers we appraised did not meet our stringent due 

diligence process. Capital 3PM require the following core principles and standards 

when appraising Fixed Income offers:

• 10-year track record

• $1Billion of assets under management

• Regulated Security Trustee from Tier 1 Jurisdiction

• 100% unblemished performance for clients

• UK Onshore banking presence

• A Board of Directors with hundreds of combined years of experience in 
both the corporate and entrepreneurial world
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How have loan notes performed during the current pandemic?

We always look for providers who operate in sectors that are counter cyclical, i.e., during a recession the likelihood of 

enhanced performance materialises. As an example, one of our providers operates in the discount supermarket space in 

the UK, a sector that has seen a significant increase in revenue and growth during COVID.  

We look for business models and strategies that will benefit during an economic downturn and more specifically 

are NOT correlated to the wider macro landscape. Fixed Income as an asset class provides investors with a fixed 

term and a fixed return, at a time when the market is volatile and delivering unpredictable outcomes.

How is my Investment utilised?

Typically, with property-based Loan Note providers, your capital is used to secure options  

against land, enhance or achieve planning approval/gains or to simply purchase the land 

outright. In addition, your capital is deployed into the project in advance of senior 

debt being sourced from a financial institution.

With our non-property-based providers, your capital is deployed into their 

underlying business strategy. 

Please note your capital is never used to pay off previously issued 

Loan Notes.
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What is a security trustee and 
what is their role?

A security trustee is an independent, regulated entity, that both 

administers security on behalf of Loan Note holders and in the 

event of a default, liquidates assets that have been provided as 

security. Those assets could be real estate and/or cash in the 

bank, both of which have been securitised by way of first legal 

charges and debentures. 

These securities are held independently by the regulated 

security trustee. This ensures that in the event a provider goes 

into liquidation, our client’s investments are protected from the 

potential collapse of the Loan Note provider. 

Please note that all of Capital 3PM’s providers have a 100% 

unblemished track record to date and have never defaulted.

What is a first legal charge?
A first legal charge is the most significant security that can be 
placed against an asset. It essentially means that the holder of 
the first legal charge has primary legal claim against the asset 
in the event of a default. To provide an example, when a bank 
provides a mortgage to a customer, it holds a first legal charge 
against the property should the customer default on the 
mortgage repayment. In the event that this occurs, the bank 
has the right to repossess the property. 

In this example, our Loan Note providers are the lender and 
would assume the same rights as a bank would have, holding a 
first legal charge against the property. The asset would then be 
liquidated to return our clients’ investment.
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Who do I transfer my investment to?
Capital 3PM do not take receipt of client funds. Once you have cleared 
the AML (Anti Money Laundering) and KYC (Know Your Customer) 
process, the provider will issue you with UK onshore bank account 
details.

What happens if I need my investment 
back before the loan has matured?
Loan Notes are typically fixed in their maturity dates and therefore 
there is not an option to get your principal capital back before the 
Loan Note term expires.

Are there any fees to invest?
One of the most appealing aspects of the Capital 3PM Loan Note suite 
is that our providers do not charge you a fee to enter/exit the product 
or any annual management charge (AMC). For example, a $100k 
investment equates to $100k invested and therefore you are 100% 
allocated. All your coupon payments are based on the fully invested 
amount.

How do I receive my coupons and my 
principal capital back?

All coupons are paid to your nominated bank account, along with your 

principal capital in full, at the maturity of your Loan Note. Typically, it is 

expected that your funds are both sent and received from the same 

nominated bank account.
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What currencies do you accept?

All of our providers accept GBP and USD, in some cases we can accept 

EUROS. All non-GBP currencies are fully hedged, meaning that your 

investment is not exposed to currency risk and fluctuations in exchange 

rates for the duration of your investment. 

What is the process I need to follow 
to invest?
In the first instance, all applicants must complete an application form and 
submit 1 proof of address and 1 proof of ID. This will be submitted by 
Capital 3PM to the provider who will conduct their own Anti Money 
Laundering (AML) and Know Your Customer (KYC) checks. Once these 
checks have been passed, you will receive direct communication from the 
provider, inviting you to transfer your funds to their nominated UK onshore 
bank account. Upon receipt of funds, your investment term as stated in 
your Loan Note certificate will begin.

What are the Tax implications with a 
Loan Note investment?

Typically, your returns are paid to you gross. You are not holding or owning a 

direct property that may create a Tax implication.  We would recommend you 

seek your own Tax advice as Capital 3PM are not Tax advisors.
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London Office:

Green Park House, 15 

Stratton Street, London, 

W1J 8LQ

+44 (0) 20 3287 0089

Contact Us
Info@capital3.pm

Dubai Office:

Indigo Icon Tower, 

Office 1802,  

Cluster F, JLT

+971 (0) 4 564 5835

Green Park House is not a client facing office as, we do not promote to clients in the UK. Capital 3PM’s mandates are for overseas introductions.


