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CMFF is an electronic communication net-
work. Corporate borrowers describe their
borrowing requirements. Lenders are pro-
vided with quality-approved information
such as valuations, financial reports and
ratings on the corporate borrowers. Each
transaction is separately assessed. Potential
lenders review the information and make
their decisions based on their own risk ap-
petite. CMFF’s transaction team provides
book building and matching assistance in

the event that a loan is shared amongst
several lenders.Documentation is simple.A
standardised concise loan agreement is
used which focuses on the key require-
ments of this lending market.

What was the need?

Firstly, there was the crisis in banking.The
paralysis of the banking system after the fi-
nancial crisis in 2008meant that it would be
decades before banks were again able to

service the financing needs of corporate
borrowers effectively. Securitisation of loans
had been the way banks offloaded credit
risk to other investors. Securitisation had
indeed enabled banks to provide large vol-
umes of loans to their customers in the first
place.The securitisation market closed be-
cause of the Lehman Brothers collapse. In-
vestors no longer believed in banks’ability
to assess credit risk. Without the opportu-
nity to transfer loans, liquidity in banks was
no longer available. In addition, the need
for banks to write-off bad debts, often
caused by reckless lending practices,meant
that banks no longer had enough capital
even for their core businesses. New capital
was needed to enable banks to survive, but
has been insufficient to allow them to in-
crease lending. The situation was wors-
ened as regulators insisted that banks held
higher levels of capital as insurance against

Innovation has many different faces: a new product design, an enhancement of an
existing product or a new product which fulfils unsatisfied needs. Frankfurt-based
K-Bonds AG has rethought corporate lending with its Capital Markets
Finance Factory ‘CMFF’. It is designed to provide lending for established
credit-worthy businesses without the involvement of banks. Its innovation comes
from developing new sources of lending independent of the traditional banking
market. But how does it work?
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further bank failures of the sort that had led
to economic recession 2008.The end result
was a severe credit squeeze.

This position has eased a little in some
countries such as Germany, although re-
covery has been patchy, with a continuing
shortage of lending in the real estate sector.
It has, however, shown no improvement, or
has actually got worse, in other countries
such as Greece where public deficits and
sovereign debt together created a perfect
storm.The private sector has been forced to
respond by cutting costs and reducing div-
idend payments in order to increase capital.

Secondly, there was the adverse market
facing institutional investors. Since 2008,
there has been a period of unprecedented
low interest rates as central banks including
the European Central Bank (ECB) increased

the supply of money in
order to provide life sup-
port for their endangered
economies. This has
made it very difficult for
insurance companies
and pension funds to
find suitable investments
for their cash.

How could these two
problems be turned
into a solution?

The professionals behind
Capital Markets Finance
Factory (CMFF) have

decades of credit and
lending experi-
ence which they
used to develop
a methodology
by which good
credit risk could
be transferred di-

rectly to institu-
tional investors. In

2008 they started to de-
velop an electronic com-
munication network. Up
to now, nearly 300 mil-
lion euros of debt have
been arranged and
placed directly with in-

stitutional investors and each year brings an
increase in the levels of lending.

Is CMFF a lending platform?

Probably yes, but its unique features make
it clearly distinct from all other platforms in
the market. Most lending platforms use
‘crowd lending’. This enables private indi-
viduals or small or medium-sized enter-

prises (SMEs) to obtain loans from single or
multiple, private and institutional investors
via an online brokering platform.On credit
platforms such as Funding Circle, OnDeck,
Kabbage and Lending Club, businesses can
obtain small loans up to a set maximum
value.As a rule, requests are analysed by the
platform provider via an internal scoring
system and are checked against additional
minimum requirements such as turnover.
Investors can then participate in these loans
at an interest rate set by the provider.

CMFF is different.

Credit decisions are taken solely by the
lenders. Individual loans are presented to
lenders and can be shared between them if
the transaction size is too large for an indi-
vidual lender. There is not a portfolio ap-
proach as loans are arranged and placed
one by one. Loan size starts at EUR
3,000,000 for unsecured loans and at EUR
30,000,000 for secured loans; there is upper
limit.

Corporate borrowers have faced a hostile
environment since the financial crisis with
lending relationships, which have deterio-
rated due to the problems of the banks.
CMFF provides a solution and an alterna-
tive lending source. For more and detailed
information, have a look at the following
websites.

www.k-bonds.com
www.cmff.eu
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