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Investing in litigation means participating in a share of 
proceeds derived from the outcomes of legal disputes. Such 
investments can generate internal rates of return (IRRs) 
above 25%.

Litigation financing and regulatory process related investing 
are driven by legal decision-making or a defined regulatory 
process. They are, therefore, largely uncorrelated to 
economic conditions, market swings, or monetary policy. 
This, in turn, makes them a powerful means of financial 
protection against economic downturns.

While litigation can take years to resolve or settle, applying 
a broader approach to legal assets investing can significantly 
shorten investment horizons, making it possible to tailor a 
client’s risk exposure to their specific liquidity needs.

1. LITIGATION FINANCING ABOUT TO 
MATTER MORE THAN EVER

We are witnessing times where equity markets have been riding 

from high to high, credit spreads have not been as tight in a decade, 

and interest rates remain stuck close to zero (or even negative in 

many geographies). Whatever scenario one paints from here, there 

is significant demand for attractive investment opportunities that are 

either counter-cyclical or non-correlated to existing assets.

One asset class that meets these requirements is litigation financing and 

regulatory process related investing, or, as we shall call them for this 

paper, legal assets investing.

The activity most commonly associated with legal assets investing is 

third-party litigation financing, which is best explained as privately 

negotiated agreements that provide upfront funding to plaintiffs 

so they can fight legal disputes in return for a share of the financial 

outcome of such proceedings.

WHY INVESTORS SHOULD HAVE A CLOSER LOOK  
AT THE ASSET CLASS

Legal assets investing is driven by legal decision-making or a defined 

regulatory process that is largely decoupled from the underlying 

macroeconomic situation. Because of this, it has the potential to be a 

powerful protection mechanism against economic downturns and their 

knock-on effects.

On top of that, legal assets investing offers the potential for attractive double-digit 

risk-adjusted returns. Third-party litigation case funding generates IRRs around 

25-30%, whereas legal lending (the practice of lending money not to the plaintiff, 

but a law firm) generates IRRs of 10-15% with little litigation risk and a substantially 

shorter investment horizon.

Finally, an investment in legal assets as part of a broader portfolio can represent an 

allocation complementary to the existing investments and improve the portfolio’s 

risk/return characteristics.

LITIGATION FINANCING: INITIALLY BANNED BY THE KING 
OF ENGLAND, NOW REHABILITATED AND THRIVING

In medieval times, influential aristocrats often conspired 
with judges in exchange for a cut of the redress 
(compensation), or over-stressed the financial resources of 
their adversaries by financing people with claims against 
them.

In England, during the thirteenth century, King Edward I 
put an end to such practices, effectively eliminating third-
party litigation funding across the planet, since England’s 
common law was the basis for the legal system in many 
other jurisdictions around the world. Many countries also 
restricted such practices over time.

As the legal industry developed, and individual cases 
became more complex, it became increasingly apparent 
that the ban on third-party litigation financing was 
restricting access to justice for some. 

In the 1950s, Australia made the first step towards 
restoring the practice. Great Britain followed suit in 1967. 
Motivated by the effort in improving access to justice for 
all, one can observe the gradual lifting of restrictions on 
litigation across the globe.
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THE KEY ACTORS IN LITIGATION FINANCING AND LEGAL LENDING

PLAINTIFF: The party who brings a legal action or in whose name it is brought. Another term used interchangeably is claimant.

DEFENDANT: A person or entity against whom some type of civil relief is being sought in a civil case.

LAW FIRM: The entity representing the plaintiff in legal action. Working either on an hourly, on a contingency basis, or any 
combination thereof.

COURTS / ARBITRATION BODIES: A government institution with the authority to adjudicate legal disputes between parties and 
carry out the administration of justice in civil and administrative matters in accordance with the rule of law. Increasingly replaced 
by arbitration bodies appointed by the litigants.

LITIGATION FINANCIER: An entity providing non-recourse legal financing to litigants or law firms in exchange for a share of the 
financial outcome of such proceedings. Financial risks assumed are regularly structured, securitised and then sold off to investors.

INVESTORS: Entities that either directly fund litigation proceedings as litigation financiers (see above), or acquire securitised 
interests from the latter with the aim of participating in the upside potential of the asset class.

WHY WE CONSIDER “LEGAL ASSETS” A SEPARATE 
ASSET CLASS

According to the Oxford Dictionary, legal assets are 
something that a person or company owns (such as 
intellectual property) and that can be used to pay a debt. 

In the context of this publication and Progressive Capital’s 
investment philosophy, we consider legal assets a 
separate asset class that comprises litigation assets and a 
broad range of regulatory process related investing.

PROGRESSIVE CAPITAL’S DELIBERATELY BROAD DEFINITION  
OF THE ASSET CLASS

At Progressive Capital, we consciously apply a very broad perspective 

when thinking about legal assets investing. We observe that the highly 

appreciated superior risk-adjusted return pattern not only exists in third-

party litigation case funding and lending but also beyond. 

The broader sphere of regulatory process related investing exhibits 

complementary risk/return characteristics, varying investment time 

windows, and favourable liquidity terms. The special sub-strategy of 

insolvency-related investing even can be a counter-cyclical profit driver 

in times of economic distress.

LEGAL ASSETS INVESTING CAN HAVE VARIOUS 
LIQUIDITY PROFILES

Traditionally, litigation financing has been an illiquid asset class with an investment 

horizon similar to private equity. By using the whole spectrum of legal assets, 

investors can significantly shorten their investment horizon, i.e. enjoy liquidity and 

cash-flow terms tailored to their specific needs.

SOURCE: PROGRESSIVE CAPITAL PARTNERS

Investor 

Capital

Legal Experts and 

Prosecution Costs Litigation 

Resolution

Court Costs

Plaintiff

Return on Success



LITIGATION FINANCING & REGULATORY PROCESS RELATED INVESTINGPAGE 4 OF 17

2. BENEFITS OF LITIGATION FINANCE

Legal assets investing, and commercial litigation financing, in particular, have 

enjoyed impressive growth rates over this last decade, establishing it as a readily 

investable asset class.

IN THEORY, ACCESS TO JUSTICE IS ACCESSIBLE  
TO EVERYONE BUT …

A legal claim with a realistic chance of success is often just the starting point of 

a legal undertaking. On top of that a plaintiff has to align multiple factors in the 

process. Among others, they involve access to capital, retaining a meaningful 

percentage of the upside, coming to terms with the potential financial impact of 

losing the case, grappling with a limited choice of lawyers, or juggling balance-sheet 

and risk management considerations.

In terms of cost, a plaintiff faces the challenge of funding the often high costs of 

sustaining litigation. In many jurisdictions, plaintiffs may be legally prohibited from 

hiring their lawyer on a contingency basis (whereby the law firm agrees on being 

paid only in case of success). 

As a result, they are required to pay their law firm an hourly fee (with its amount 

potentially increasing in line with the disputed amount). Both lawyers and courts 

may ask for deposits (as is the case in Switzerland). The expenses often do not end 

there. Depending on the complexity of the claim, the plaintiff may have to hire 

additional experts to prove their case in court. This can add up to a formidable cost 

base.

RESTORING THE PRINCIPLE OF EQUAL ACCESS TO JUSTICE IN 
PRACTICE

Having the possibility to enter into a litigation financing agreement with a third-

party funder provides plaintiffs full access to the legal system. It enables them to 

focus on proving the merits of their case without worrying about how to fund the 

legal proceedings.

Litigation finance provides significant additional benefits to the plaintiff:

1) ASYMMETRIC RISK PROFILE

Since litigation financing inherently features non-recourse provisions, a plaintiff 

effectively offloads his entire litigation risk onto the litigation funder. 

2) A THIRD-PARTY REALITY CHECK IS INCLUDED

The non-recourse nature of the funding conversely means that litigation financiers 

will be careful only to fund claims with a high probability of success. They will ask 

for additional details, should they be unsure about the merits of a case presented to 

them. Under those circumstances any reasonable plaintiff will likely reconsider their 

chances of winning in court. 

In addition to acting as an impartial assessor of a plaintiff’s chances of success, 

litigation funders simultaneously assume a much more critical systemic role as a filter 

against frivolous or meritless claims that can bog down a legal system. 

EXAMPLES OF ACTIVITIES  
THAT IMPACT THE COST BASE  
OF A LEGAL CASE: 

• forensic work

• evidence collection

• involving expert witnesses

• asset tracing
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3) FORCING SEEMINGLY UNDEFEATABLE DEFENDANTS TO THE 
NEGOTIATING TABLE

The high cost of litigation provides well-funded defendants with an overly potent 

weapon: financial asymmetry. Realising that the plaintiff has legal financing in place 

is a powerful motivation for a defendant to seek a settlement in a case. After all, it 

should be apparent by then that the plaintiff has the ability and the commitment to 

fight the case until the end.

4) TRANSFORMING RECEIVABLES AND COSTS INTO ASSETS AND 
TURNING A TRADITIONAL COST CENTER INTO A PROFIT DRIVER

For corporates, merely having access to litigation financing is only one aspect. A 

litigation claim may effectively be a receivable from a business perspective, yet it is 

not considered an asset by most accounting standards. According to bookkeeping 

rules, legal expenditures are considered costs, impacting the profit & loss statement, 

thus decreasing operating profits.

Somewhat counter-intuitively, financial compensation from a won legal case is 

considered a one-off item rather than operating income.

Contrast this to third-party litigation financing: once approved, both costs and 

liabilities of a claim are transferred to the litigation funder, leaving the plaintiff in the 

comfortable position to treat their legal disagreement as a potential asset. This has 

the additional side-effect that the firm’s legal department suddenly ends up being a 

profit center instead of a cost center.

5) BRIDGING THE EXPECTANCY GAP BETWEEN LAWYERS AND 
CLIENTS

A different use case for litigation funding stems from differing expectations between 

a client and their law firm. Lawyers traditionally operate by billing on an hourly 

basis which the client may not be able to afford. Provided the case has a highly 

probable outcome, a law firm might where permitted, agree to take on a case on 

a contingency basis (i.e. a “no win – no fee” agreement). Usually, in such a case, 

the law firm will charge a higher rate to reflect taking on the client’s risk of a loss in 

court.

However, as client demand for contingency cases increases, lawyers are becoming 

more reluctant to act solely on a contingency fee basis. After all, cases tend to 

increase in complexity, length, and litigation risk, while a firm’s running costs must 

be met until after the (hopefully successful) conclusion of a court case.

Thus, by making it a non-contingent case for the lawyer, capital provision by a 

litigation finance investor will allow certain cases to be pursued. Usual payoff 

structures include a money-back flow plus multiple investments and a share of any 

award. 

LITIGATION FINANCING BENEFITS 
IN A NUTSHELL

FOR PLAINTIFFS / CLAIMANTS, LITIGATION 
FINANCE:

• provides access to justice, 

• reduces out-of-pocket litigation costs, 

• addresses working capital budget and 
liquidity constraints,

• unlocks value of unrecognised and 
intangible assets,

• provides favourable accounting 
treatment compared to direct payment 
and also serves as a risk management 
tool,

• enables access to counsel of choice 
regardless of fee structure.

FOR LAW FIRMS, LITIGATION FINANCE:

• enables firms with a traditional hourly 
billing model to offer alternative fee 
arrangements that clients demand,

• de-risks balance sheets by partially 
monetising risk or receivable positions,

• brings sophisticated financing and 
liquidity solutions to a sector that is 
constrained from accessing capital 
markets.

FOR COURTS AND SOCIETY IN GENERAL, 
LITIGATION FINANCE:

• guarantees access to justice to all, 
provided their case is reasonable, 

• functions as a filter as only legitimate 
cases are funded.
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3. LITIGATION FINANCING TODAY

Litigation financing is (again) legal in most common law jurisdictions and vast 

parts of continental Europe. There are still some restrictions to third-party funding, 

such as limits to the costs the winning party can recover from the losing one or 

the conditional fees lawyers are permitted to charge. They are primarily in place 

to protect the parties or the legal system. Many jurisdictions make financing 

arrangements subject to court approval, ensuring that the agreements are 

compatible with the regulatory framework.

Accordingly, commercial litigation funding has developed from providing funds to 

plaintiffs who cannot afford their legal disputes into a risk and cash flow controlling 

instrument commonly used by plaintiffs, law firms, and legal departments of 

corporations.

HIGH-VALUE LITIGATION CASES IN THE SPOTLIGHT

The categories of most regularly financed cases differ between jurisdictions and 

funder. However, litigation financiers commonly look for high-value litigation cases 

with the prospective of more significant profits. As a result, litigation financing has 

become quite common in consumer and shareholder collective redress actions, 

antitrust litigation, non-class action shareholder disputes, and insolvency and 

liquidation proceedings. 

INVESTORS PREFER OUT-OF-COURT SETTLEMENTS

According to the U.S. Department of Justice, only 2% of the cases in the United 

States reach a verdict by juries. Litigation financiers prefer for disputes to be settled 

out-of-court. For one, it shortens the investment period, which is a crucial factor 

when it comes to calculating the internal rate of return (IRR). It also accounts for the 

fact that the bulk of litigation costs accrue during the court phase of a dispute. The 

positive spill-over effect is that this practice reduces the burden of courts.

Below, we have grouped the existing offerings in the litigation financing industry 

into three main product lines: 

FUNDING FOR 
COMMERCIAL DISPUTES 
(INCL. INTERNATIONAL 
ARBITRATION)

LAWSUIT FOR TORT 
CLAIMS

WIDER REGULATORY 
PROCESS RELATED 
INVESTING

in areas such as breach 

of contract, intellectual 

property disputes, 

antitrust claims, and 

banking cases, among 

others.

provides funding to 

individual plaintiffs for 

living expenses during 

protracted litigations. 

In this bucket, we also 

include providing loans 

to law firms that are 

secured in contingency 

fees interest related 

to mass tort and class 

action litigation.

includes minority 

shareholder appraisal 

trades, special 

situations in listed 

share disproportionally 

impacted by legal 

allegations, providing 

after-the-event (ATE) 

insurance, the Brazilian 

Precatorios market, 

corporate liquidations, 

or after-bankruptcy asset 

recovery, among others.



LITIGATION FINANCING & REGULATORY PROCESS RELATED INVESTING PAGE 7 OF 17

INVESTORS APPRECIATE THE PREDICTABILITY OF 
COMMERCIAL LITIGATION FUNDING

Funding commercial disputes is the purest form of providing 

upfront financing for fighting legal disputes in return for a share 

of the financial outcome. What makes this type of financing 

particularly attractive from a funder’s perspective is that a dispute’s 

pros and cons tend to be assessed rationally by both parties, often 

resulting in an out-of-court settlement.

The most common reason for business disputes is a breach of 

contract. Intellectual property, antitrust, real estate, banking, 

securities, insurance, and many others make up the rest. 

ARBITRATION OFTEN BECOMES THE PREFERRED PORT 
OF CALL FOR COMMERCIAL DISPUTES

Arbitration is already an area of significant size that operates 

analogously to the traditional court system. Like in court litigation, 

arbitration is a procedure by which the claimant and defendant 

present their claims before an independent third party, called an 

arbitrator. Arbitration has become increasingly common in solving 

international disputes. The sums in question regularly run into the 

hundreds of millions or more. 

LITIGATION FINANCING PREVENTS INJURED CLAIMANTS FROM 
FINANCIAL RUIN IN THEIR PURSUIT OF JUSTICE

Tort law assigns responsibility for harms stemming from negligence, accidents, and 

personal injury. An individual who suffers an injury or damage is typically eligible for 

financial reparation from the entity responsible for those damages. Damages can 

consist of, among others, wage losses, medical outlays, fire damages, or property 

impairment. Proceedings can prolong for months or even years, and victims might 

not earn money and probably even face high medical expenses. Without monetary 

support during this period, plaintiffs often suffer financial ruin in their battle for 

justice. Monetary upfront payments for tort claims are not considered loans; they 

are cash advances to the claimants in exchange for a promise to pay the funder an 

agreed share of any prospective proceeds from that claim. 

HELPING LAW FIRMS BALANCE RISKS AND COSTS

Legal lending, a related investment field, consists of providing loans to law firms 

secured by those firms’ interest in contingency fee agreements. Such awards are 

often related to already ruled or settled cases from selected dockets (i.e. a group of 

cases) of a mass tort or similar litigation.

As such cases regularly take several years to complete, law firms involved in mass 

tort (i.e. a single wrongful action that causes injury to many different people) and 

class action (i.e. one of the parties is a group of people represented collectively by 

members of that group) litigation often incur significant upfront expenses. This 

stretched cash cycle can cause operating cash-flow challenges for law firms since 

they often work such cases on a contingency basis, which means they cannot 

charge the litigants during the process.
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4. OPPORTUNITIES BEYOND LITIGATION 
FINANCING

If one looks closer into the broader legal assets space (which includes regulatory 

process-related investing), one will quickly notice that it is more opportunistic than 

litigation financing. We find such investment opportunities particularly compelling, 

as they a) often offer complementing features to litigation financing, yet b) also 

exhibit low or non-correlation to the overall economy while they c) very often exhibit 

better liquidity.

EXAMPLES OF LEGAL INVESTING OPPORTUNITIES BEYOND TRADITIONAL 
LITIGATION FINANCING

“AFTER THE EVENT” (ATE) INSURANCE provides compensation to claimants against the risk of 

being liable for the other parties legal cost in case of a defeat in court. As the downside for the 

insurance provider is 100%, the asymmetry of the investment comes from correctly assessing the 

probability of losing. 

APPRAISAL OR DISSENTER RIGHTS are statutory privileges to minority shareholders who object to 

extraordinary corporate action such as a merger. The right grants minority shareholders to receive 

fair value defined by court. While the process differs in every jurisdiction, it has in common that 

dissenters are not exposed to market risk after a defined date, and receive the compensation for the 

difference between take-over price and defined fair value by the court. A successful implementation 

of the strategy is dependent on correctly analyse where the merger price differs from the fair value. 

STOCKS OF COMPANIES THAT ARE FACED WITH LITIGATION which can potentially have 

enormous cost, often suffer disproportionally as existing holders are indiscreetly selling and only few 

buyers are comfortable building positions given the unclear situation; for example, Volkswagen after 

the diesel scandal, or BP after the Deepwater Horizon disaster to name some of the well-known 

incidents. The success of such investments depends on legal system know-how to accurately predict 

the amount of compensation and penalty a company faces. 

THE DISSOLUTION PROCESS FOR CORPORATE LIQUIDATIONS requires the non-operating shell 

to hold cash until all outstanding legal disputes are ruled or settled. Such required cash holdings 

typically include a buffer to account for unforeseen eventualities. Often, the corporation is not 

operating anymore and therefore has no upside. Very few investors are interested in holding on to 

open legal disputes which only represent a downside risk. The success of such investments is subject 

to correctly assessing the risk of the open legal claims and the time it takes for a legal process to 

finish. 

SECURED LENDING FOR NON-RECOURSE FINANCING OF REGULATOR COMPENSATION 
SCHEMES. These can include “no win no fee“ schemes to seek redress for mis-selling of pensions, 

mortgages, unsuitable investment advice, or insurance among others. 

PRECATÓRIOS are judicial payment orders that follow a defined and binding distribution process 

originally arising from defaulted bills to the Brazilian states, municipalities, federal treasury and other 

governmental entities. 

ASSET RECOVERY OR INSOLVENCY CLAIM FUNDING works to maximise returns to creditors in 

cases off corporate insolvencies or restructurings. Typical cases include: transfer or sale of valuable 

company asses pre-bankruptcy at below true value, company gives a preference to a creditor which 

puts that creditor in a better position in the event of insolvent liquidation, contravenes dividend 

payments pre-bankruptcy, director’s loan recovery, or directors negligence, among other.
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5. LEGAL ASSETS – A MASSIVE, RAPIDLY 
GROWING, YET LARGELY UNTAPPED MARKET

Precisely estimating the size of the legal assets market is challenging due to its high 

level of fragmentation. Different jurisdictions allow different financing offerings. 

Due to the varying cost structures and the different processes of legal systems, legal 

funding is much more prevalent in some geographies than in others. That said, 

industry research estimates that a minuscule 5% of the market is currently being 

addressed. 

COMMON LAW MARKETS LEAD THE WAY – BUT MAJOR 
JURISDICTIONS ARE CATCHING UP QUICKLY

The most established litigation funding markets are England and Wales, the United 

States (by far the biggest market), Australia, New Zealand, and Singapore. While 

E.U. countries allow it (except Greece, Ireland, and Portugal), member states’ 

adoption rate varies widely. 

Conversely, third-party funding is widespread when it comes to international 

arbitration.

According to a 2017 study by Vannin Capital, USD 85bn were spent that year to 

fight legal disputes in the U.S., the U.K., and Australia, of which the addressable 

share for legal funding was USD 20-25bn. An estimated USD 850m, or 4%, 

constituted third-party financing. A Burford Capital study (2018) comes to a similar 

conclusion. They estimated the market for global legal fees between USD 580bn 

– USD 800bn annually. If one considers the growth of litigation funding since, it 

seems reasonable to assume a market penetration of around 5% today.

Projecting ahead, research from Burford, TheCityUK, and others estimate the 

total amount paid in 2021 to the global legal industry (including settlement and 

rectification amounts) to exceed USD 1tr.

LIMITED COMPETITION DUE TO STRUCTURAL AND HISTORICAL 
FACTORS

The legal assets market is still subject to limited competition. For example, in the 

U.S. and other jurisdictions, non-lawyers are prohibited from owning equity in a 

law firm. Simultaneously, bank lending to law firms still requires a higher equity 

capital backing from an accounting perspective compared to other industries. We, 

therefore, see ample room for growth over the coming years for the entire litigation 

funding industry.

WHY INVESTORS SHOULD 
HAVE A CLOSER LOOK AT THE 
LITIGATION FINANCE MARKET:

• Huge, yet still emerging market with 
manifold opportunities,

• high barriers to entry (due to 
differences among regulations and 
to rule-based financial system), 

• relatively inelastic pricing for legal 
expenses (therefore prospected 
stable returns),

• flexible capital structure of the 
business to avoid dependence on 
any one source.
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Overall, the litigation finance market can be segmented into the following main 

types of litigation financing projects:

SEGMENTATION OF LITIGATION FINANCE MARKET

(USD billion)

SOURCE: PROGRESSIVE CAPITAL PARTNERS, 
ACCORDING TO BURFORD CAPITAL, FINANCIAL TIMES, LEXSHARES

Commercial

Employment

Intellectual Property

Product Liability

Class Action and Torts

Securities and Finance

Arbitration & Legal ED 
Investing

USD 
20.6BN

7%
8%

10%

10%

14%21%

30%

Further types can be attributed to insolvency and bankruptcy, asset recovery, 

competition, antitrust, post settlement monetisation, or minority shareholder claims.

COMMERCIAL LITIGATION FUNDING IN THE U.S. IS TAKING OFF

Commercial litigation funding is quickly becoming an everyday financial tool. While 

considered to be underserved concerning third-party litigation financing, the U.S. 

is the largest market by far. According to the United States District Court (2016)1, 

more than 30,000 new commercial cases are initiated in federal district courts 

around the country per year, implying an estimated annual addressable market for 

litigation financing of USD 40bn.2 

From 2008 to 2017, the U.K. registered more than 14,000 corporate insolvencies 

and 40,000 bankruptcies per year, highlighting a resilient demand of this new asset 

class with an effective recession hedge. 

The litigation market is structurally growing. The U.S. and the U.K. represent the 

most established markets but continue to show positive growth. Countries such 

as Australia, Germany, The Netherlands, and Singapore are growing the quickest 

currently.

Today, litigation financing is a tool for both start-ups and Fortune 500 titans for 

managing legal costs, litigation cash-flows and risks, while simultaneously being 

able to optimise their balance sheets in that regard.

1 United States District Court Tables C-2, Dec 2016

2 Keefe, Bruyette & Woods, Jul 2018.
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IN 2017, MORE THAN FIVE TIMES AS MANY U.S. LAW FIRMS 
RELIED ON LITIGATION FINANCING THAN FOUR YEARS PRIOR

Demand for litigation finance has multiplied, according to a survey by Burford 

Capital. While in 2013, only 7% of U.S. law firms reported using litigation finance, 

that number more than doubled between 2014 and 2016 (11% and 28%, 

respectively) and even quintupled between 2013 and 2017 (36%).

REPORTED USE OF LITIGATION FINANCE BY U.S. LAW FIRMS

SOURCE: BURFORD 2017 LITIGATION FINANCE SURVEY

Yes

No

Yes

No

93%

7%

36%

64%

THE CREAM OF THE CROP IN LITIGATION FINANCING HAS NOT 
CHANGED MUCH OVER THE YEARS 

Competition in litigation financing is relatively limited, with the best managers 

being teams with both legal and investment restructuring experience. And it is no 

coincidence that the list of financing competitors has changed little over the past 

ten years.

2013 2017
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6. PROGRESSIVE CAPITAL’S EDGE IN 
LEGAL ASSETS INVESTING

As is the case with other asset classes, the success of legal assets 

investing depends upon selecting the right investments.

However, this is already where the similarities of legal assets investing 

compared to more traditional financial market investing end. It is 

essential to understand the peculiarities of pricing legal assets and 

the specific inherent risks of that asset class (see box on the right), 

which can vary widely among the different sub-styles of legal assets 

investing.

PROGRESSIVE CAPITAL HAS BEEN AN EARLY  
LEGAL ASSETS INVESTOR

The asymmetric risk/return characteristics of single-case co-investments initially 

attracted us to execute the first investment in legal assets in 2013. The prospect of 

using them as non-market correlated building blocks in our portfolios was another 

important driver.

After completing more profound research into the broader legal assets markets, we 

expanded our activities. This involved moving into minority shareholder appraisal 

trades, special situations in listed shares that were disproportionally impacted by 

legal allegations, writing after-the-event (ATE) insurance, or corporate liquidations 

that have to follow a predefined law-binding process. 

The returns from litigation financing vary widely. Some disputes may be resolved in 

days, whereas others can take years. A key factor of success lies in finding legitimate 

legal cases with low risk, which can be resolved quickly, which have a high 

likelihood of settlement, and which are beneficial for both claimants and capital 

providers.

ORIGINATING PROMISING DEALS REQUIRES AN EXTENSIVE 
GLOBAL NETWORK AND DIRECT OUTREACH PROGRAM

Over the years, Progressive Capital has built a strong specialist network across 

the various fields of legal assets investing. This network ensures our continuous 

access to interesting opportunities that enable us to construct attractive legal assets 

portfolios.

ON THE RISKS OF SUING A GOVERNMENT

The duration risk in a confiscation claim against a 
government, for example, can depend significantly on the 
political orientation of the government in power. A ruling 
party is much more inclined to put their unlimited financial 
resources behind defending a confiscation ordered by 
them than if it was ordered by the opposition. Moreover, 
any ruling against a government might set a precedence, 
consequently spurring similar cases. In addition to the 
defendant having almost unlimited financial resources, 
cases against a government are risky for the plaintiff when 
it comes to enforcing the payment, which can substantially 
impact the time value and with it the return of the 
investment. 



LITIGATION FINANCING & REGULATORY PROCESS RELATED INVESTINGPAGE 14 OF 17

NETWORK AND ACCESS IS ONLY THE START

Successful litigation finance work is not done by sourcing exciting opportunities. 

Different legal cases should be diversified within one portfolio to ensure a higher 

likelihood of positive outcomes. The multi-stage nature of legal proceedings allows 

for the construction of portfolios diversified across durations, counterparty, industry, 

claim type, and funding requirements. This ensures spreading the overall risk and 

balancing potential losses. 

WHAT TO PAY ATTENTION TO IN THE MONITORING OF LEGAL 
ASSETS INVESTMENTS

After applying diversification to a legal assets portfolio, an intensive monitoring 

process must be established and maintained. 

Monitoring a litigation investment involves a double-layered, high-intensity, detail-

oriented workload. The first layer consists of a detailed analysis of the portfolio, 

including individual investment performance, portfolio composition and exposures, 

specific action items to deal with any under-performing investments as well as 

implementation and documentation of the valuation process. The second layer is 

the operations layer, which entails reviewing business operations, including legal, 

compliance, marketing, origination, finance, and human resources.

This explains why investing in litigation finance is expensive and often uncertain 

in regard to cost and outcome. Anyone not intimately involved with the asset 

class is advised to work alongside specialist investment firms that provide capital 

to the asset class based on their unique interplay of legal intellectual capital and 

specialised financial skills required for underwriting. Those firms must feature an 

experienced team that focuses on documentation, execution, position monitoring, 

and operational processes related to risk management and monitoring.

For years, Progressive Capital has sourced co-investment partners for legal assets 

investments who were demonstrably top in their field. This is how the firm can 

maintain a constant flow of high-quality legal cases both at the individual and 

portfolio level that add an attractive source of risk/return to their overall portfolios. 

We at Progressive Capital Partners would be delighted to be your partner on your 

journey into the litigation finance world. We would be honoured to be able to 

contribute to the quality of your overall asset allocation.
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DISCLAIMER

NO INFORMATION IN THIS DOCUMENT IS INTENDED AS AN INVITATION, OFFER OR 

SOLICITATION TO INVEST IN ANY INVESTMENT INSTRUMENTS CONTAINED HEREIN. 

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RETURNS. THE VALUE OF 

INVESTED MONIES MAY GO UP OR DOWN.

The entire content of this document including any returns, statistics, charts and 

general information in this document have been prepared by Progressive Capital 

Partners Ltd (“Progressive”).

Information contained herein has been obtained from sources believed to be reliable 

and accurate but Progressive does not guarantee its accuracy or completeness 

and does not accept any liability for losses which might arise from making use of 

this information. Data might partially reflect unaudited and provisional estimates. 

Historic returns of any indices used are sourced from the respective index providers. 

This document is not targeted at US persons and/or US residents and it is not 

permitted to be distributed or made accessible to US persons and/or US residents. 

Any publication, dissemination, distribution, reproduction or copying of this 

document is strictly prohibited.

This risk disclosure notice cannot disclose all risks. Investors interested in effecting 

any transactions should conduct their own investigation and analysis and consult 

with their own professional advisers as to the risks involved.
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This risk disclosure notice cannot disclose all risks. Investors interested in effecting 

any transactions should conduct their own investigation and analysis and consult 

with their own professional advisers as to the risks involved.
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