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“We have seen a fairly sustained interest 
in launching new funds in Luxembourg from 
managers based around the globe,” con-
firms Mark Shaw, Partner at Wildgen where 
he heads up the London office. “There are 
any number of reasons for this, but a lot of 
managers come to us to talk about their first 
foray into the jurisdiction, having previously 
launched funds in offshore jurisdictions but 
now having investor requirements to come 
onshore. We don’t see any sign of this trend 
abating, and it’s not confined to the PE space, 
although the structures available and range 

As institutional investors have been 
increasing allocations to real assets, 
driven by the persistent low yield envi-

ronment, the appeal of private equity (PE) has 
inevitably been on the rise. Luxembourg has 
become the European epi-centre of this bur-
geoning industry as its reputation for quality 
and service precedes it.

According to consultancy Deloitte’s esti-
mates, PE assets under management in 
Luxembourg have increased by 20 per cent 
year-on-year, benefiting from the USD436 bil-
lion in funds raised globally in 2018.

Brexit boosts PE business 
in Luxembourg as 

institutional demand for 
funds continues

By James Williams

http://www.privateequitywire.co.uk
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for those who require an umbrella fund with 
compartments.

In addition, there is the SOPARFI (“Société 
de Participations Financières”). This is still 
used for 60 to 70 per cent of private equity 
vehicles. It is a fully taxable Luxembourg com-
pany and can benefit from double taxation 
treaties signed by Luxembourg. 

Discussing Luxembourg’s evolving private 
equity marketplace, Alain Kinsch, co-chair-
man of the ALFI Private Equity Committee 
and Country Managing Partner of EY in 
Luxembourg, says: “Today, there is a good 
understanding of what PE really is and what 
its business model is. Investors understand 
that it’s a business model of value creation 
and operational performance improvement 
with the companies. It is also about alignment 
of interests between the investors and the pro-
fessionals who manage the fund as well as 
those who manage the target companies.”

The increasing allocations of institu-
tional investors have not just spurred asset 

of service providers mean that the jurisdiction 
lends itself perfectly to PE.

“The challenge is not only to grow with the 
increase in interest and deal flow, but also to 
adapt ahead of the constant regulatory devel-
opments and market trends.”

Luxembourg has certainly made strides 
over the last six or seven years to create a 
funds environment that is equally as appealing 
to PE/RE and VC fund managers who want 
less regulated fund structures, for speed to 
market purposes, as it is to traditional asset 
managers for regulated funds; be they SIFs 
or UCITS. 

In terms of legal vehicles, since 2004 
Luxembourg has offered the SICAR, the 
Société d’investissement en capital à risqué 
(SICAR), which has primarily been used as a 
vehicle to support private equity and venture 
capital investments. Up until 2013, Luxembourg 
operated quite an antiquated limited partner-
ship regime – the société en commandite 
simple (SCS), which was based on the 1915 
company law. 

Cognisant of this, in 2013, at the time the 
AIFM Directive was introduced, Luxembourg’s 
authorities created the Luxembourg Limited 
Partnership Regime, allowing for Luxembourg 
AIFs to be treated as Luxembourg limited part-
nerships, which are not necessarily subject to 
direct supervision by the CSSF. 

At the same time, a new structure in the 
form of a Special Limited Partnership (SCSp) 
was introduced. This takes the best elements 
of the Anglo Saxon limited partnership. Both 
the SCS and SCSp can be used for regulated 
and unregulated partnerships. 

Luxembourg offers both regulated products 
– namely the SIF and the société d’investisse-
ment de capital à risqué (‘SICAR’) as well as 
unregulated products – Luxembourg limited 
partnerships (SCS or SCSp) and the Reserved 
AIF (‘RAIF’). 

The Reserved AIF can be managed by an 
authorised EU AIFM. It can be created in the 
form of a company or a contractual common 
fund (FCP). If it is established as an investment 
company with variable capital it will be called 
a SICAV. There, it can choose to operate as a 
partnership (SCS or SCSp), a limited liability 
company, or a limited company form; whatever 
suits the manager best. 

The RAIF can be set up in any corporate or 
unit trust form making it a very good solution 

We have seen a fairly sustained interest in launching 
new funds in Luxembourg from managers based 
around the globe.”
Mark Shaw, Wildgen

http://www.privateequitywire.co.uk
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Our Luxembourg business is seeing a 
growing number of US managers 
interested in setting up private equity 
structures to access European 
investments and clients. Managers 
face both opportunities and challenges 
when crossing the Atlantic..”
Richard van ‘t Hof, Trident Trust

http://www.privateequitywire.co.uk
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“Our Luxembourg business is seeing a grow-
ing number of US managers interested in 
setting up private equity structures to access 
European investments and clients. Managers 
face both opportunities and challenges when 
crossing the Atlantic.”

EU regulation has seen PE managers 
become more structured. New laws mean they 
must have more governance and enhanced 
compliance procedures. When looking for 
a place to do this, Luxembourg provides an 
attractive platform where service providers are 
amenable and willing to find ways of meeting 
their clients’ needs.

According to Daniela Klasen-Martin, 
Managing Director of Luxembourg and Group 
Head of Management Company Services at 
Crestbridge, a corporate services firm: “As a 
service provider, you need to adapt your ser-
vices into real solutions for clients. Clients 
ultimately want to attract institutional money 
into their funds and they ask us what they 
need to run a successful fund in Luxembourg. 
We’re there to follow and help our clients 
through this process.”

Vanessa Molloy, partner at law firm 
Harneys believes working with clients to give 
them what they want while being mindful of 
what works best is a careful balancing act. 
She says: “Often a promoter will come to us 
and say they want to set up their structure in 
Luxembourg because it’s what the investors 
wanted. Our job is to look beyond that and 
find out what is really driving the investors to 
ask for Luxembourg.” 

Brexit flows
Brexit has also been working to Luxembourg’s 
advantage with operators saying they’ve seen 
an influx of business in the Grand Duchy as a 
result of the upheaval in the UK.

“There’s been a clear influx of UK manag-
ers to the Luxembourg market as a result of 
Brexit,” notes Anita Lyse, Head of Real Estate 
at global fund administration firm Alter Domus.  

gathering, they have also been driving pro-
gress in the technology sector. 

Daniel Schmidt, CEO of technology firm 
CEPRES explains: “With low or even negative 
interest rates, yielding equity assets will partly 
replace fixed income investments. Actively 
managed private market, non-traded assets 
have therefore become a more substantial part 
of big institutional portfolios. This is, in turn, 
driving the trend for better systems and supe-
rior technology in order to manage them at the 
same level of proficiency. Without a technol-
ogy-based investment process, as has been 
standard in traded assets for decades, the 
mass of the allocations coming into the pri-
vate capital markets would not be investable.” 

Figures from the Luxembourg Private Equity 
& Venture Capital Investment Fund Survey by 
Deloitte and ALFI show approximately 80 per 
cent of all PE funds raise money from insti-
tutional investors. And although Luxembourg 
has been active in the PE field for more than 
two decades, the Grand Duchy is now seeing 
an acceleration of a number of trends, which 
have been brewing for the past 15 years.

The ALFI survey highlights that very few 
large investment vehicles were established 
in Luxembourg until recently. However, as at 
November 2018, the number of Luxembourg 
PE funds above EUR500 million was steadily 
increasing, the number of US originated PE 
funds was on the rise, the majority of fund 
managers active in the space were reinforc-
ing or planning to reinforce their presence in 
Luxembourg.

Richard van ‘t Hof, Director and General 
Manager, Trident Trust Luxembourg, says: 

As a service provider, you need to adapt your 
services into real solutions for clients. Clients 
ultimately want to attract institutional money into 
their funds and they ask us what they need to run a 
successful fund in Luxembourg.”
Daniela Klasen-Martin, Crestbridge

http://www.privateequitywire.co.uk
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for private equity firms delegating certain tasks 
to service providers.

Kinsch also talks about the increasing 
attraction of outsourcing, which once again 
plays to Luxembourg’s strengths. He says: “It 
is clear is that PE houses are relying more on 
service providers and outsourcing functions 
like technology, tax compliance. So, the fact 
that PE has become bigger and they have to 
comply with AIFMD has made many players 
decide they don’t want to do it all by them-
selves, so they are using third parties more 
and more.” 

Gavan McGuire, head of business devel-
opment, Centaur Fund Services agrees: 
“This year, not only is the industry posi-
tioned for further growth, but the number of 
PE funds moving towards outsourcing their 

“Managers are looking to use Luxembourg 
fund products and AIFMs because this seems 
to be the most solid and sustainable set-up to 
attract a broad base of European investors. It 
is becoming the world’s go-to location if you 
want to access European capital, and Brexit 
has clearly contributed to an acceleration in 
that trend,” she adds.

Kinsch agrees: “Clearly a lot of PE houses 
need to have access to the European market 
to be able to raise capital and Luxembourg is 
one of the places to do that.”

Driven by the Brexit referendum result, the 
industry witnessed some of its biggest names 
like Blackstone Group and BC Partners regis-
tering their business in Luxembourg. In further 
support of business flowing from the UK, 
Luxembourg created a transitional regime to 
allow UK investment firms to continue to pro-
vide cross-border services into Luxembourg 
following a “no-deal” Brexit. 

This regime however is only available those 
firms with existing mandates, which have con-
tracts in place before Brexit actually happens. 
UK firms will not be able to rely on the tran-
sitional regime to enter into new mandates 
after Brexit.

Fintech which supports the PE industry is 
also being encouraged in the Grand Duchy. 
Fintech which supports the PE industry is also 
being encouraged in the Grand Duchy. George 
Ralph, Managing Director, RFA, notes: “There 
is a lot of technology innovation going on in 
Luxembourg. One of the reasons for this is 
a scheme run by the government where they 
match the investment from a VC fund of up to 
EUR20 million. This is generating a lot of fin-
tech startups in Luxembourg and an area we 
are working very closely within.” 

In a press release, Luxembourg for Finance 
said: “Luxembourg attracts an increasing 
number of international FinTech companies 
wishing to serve the international financial 
services community in Luxembourg, which 
ranges from asset management and wealth 
management to private equity and insur-
ance companies, or that want to leverage 
Luxembourg as a base to offer their services 
and products across the EU.”

An evolving ecosystem
The rising number of technology companies 
all form part of the growing financial eco-sys-
tem in the country, all of which feeds the trend 

There is a lot of technology innovation going on in 
Luxembourg. One of the reasons for this is a scheme 
run by the government where they match the 
investment from a VC fund of up to EUR20 million. 
This is generating a lot of fintech startups in 
Luxembourg and an area we are working very 
closely within.”
George Ralph, RFA

http://www.privateequitywire.co.uk
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in the company, which allows them to directly 
share the benefits of the group’s success 
and growth.”

A part of Luxembourg’s success has been 
attributed to its responsive and accessible reg-
ulatory environment, which though robust and 
strict has been pragmatic in its application of 
new EU rules. Further, firms are incentivised to 
set up their business in Luxembourg through a 
number of initiatives. For example, the share of 
profit derived by an alternative investment fund 
(AIF) and paid to employees of AIF manage-
ment companies, also called “carried interest”, 
can be taxable at a quarter of the global tax 
rate, if certain conditions are met. 

Kinsch concludes: “Stakeholders need 
to continue to listen to the PE industry and 
what they need in terms of funds, taxation, 
etc so the toolbox we put at their disposal 
is continuously refreshed. This is something 
Luxembourg has been particularly good at, but 
it cannot sit on its laurels and needs to con-
tinue to do this for years to come.” n

administration operations is also growing as 
a result of increased regulatory pressures and 
more complex investment strategies.”

Recruitment woes
Recruitment and staff retention always was, 
and will most probably always, remain a chal-
lenge in the Grand Duchy. 

Lyse at Alter Domus describes how many 
firms are now going beyond the neighbour-
ing countries when searching for staff. She 
adds: “There is a lot of focus on attracting 
and retaining talent, which requires a number 
of things. Offering a competitive salary pack-
age is all good, but far from enough. A solid 
learning curve, a clear career path and oppor-
tunities for personal growth, combined with 
flexibility and a good work-life balance are all 
part of the ingredients, and so is the chance 
for people to engage and contribute to actu-
ally shaping their workplace and the business 
they are in. Over the last years, we have also 
offered all employees the opportunity to invest 

This year, not only is the industry 
positioned for further growth, but the 
number of PE funds moving towards 
outsourcing their administration 
operations is also growing as a result 
of increased regulatory pressures and 
more complex investment strategies.”
Gavin McGuire, Centaur Fund Services

http://www.privateequitywire.co.uk
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No matter who you talk to, global pri-
vate equity has enjoyed a period 
of enormous growth in the last few 

years and, in Luxembourg, this has proven to 
be a key factor as it has looked to drive inter-
est, globally, in regulated private equity funds.

As the Association of the Luxembourg Fund 
Industry (ALFI) reported at the end of 2018, 
although the PE fund landscape is still dom-
inated by funds of EUR100 million or less in 
AUM, the number of large PE funds (EUR500 
million and above) has increased to represent 
over 4 per cent of the total, with the Reserved 
AIF fund structure and unregulated Limited 
Partnerships representing 30 per cent of all 
Luxembourg-domiciled PE funds in 2018. 

“Private equity funds are performing well 
and attracting new investors and the boom 
seems to show no sign of ending,” comments 
Ramón van Heusden, Head of Client Services, 
TMF Group, Luxembourg.

Even though total net assets raised 
(USD426 billion) in 2018 were down slightly 
on the record level of USD566 billion raised in 
2017 according to Preqin, it is fair to say that 
with more than USD1 trillion in dry powder, PE 
groups have enjoyed substantial fundraising 
success over the last few years. 

Rising markets have led to an attractive sell-
ing regime among PE groups as they seek 
to lock in solid returns in their portfolios, 
but one of the dangers in such a highly 
valued marketplace today is that PE 
managers, weighed down by so much 
dry powder, start to acquire portfolio 
companies at prices that may prove 
to be overly inflated, in the event 
of a market reversal. In short, PE 
managers might still be raising 
substantial capital from investors 
but they are under increasing pres-
sure to put that capital to work, and 
transform companies they acquire, so 

that even if the market becomes challenging, 
they can still create sufficient operational value 
at the time of exit.

“Companies continue to do well in most 
industry sectors and that has an impact on 
valuations, which some PE funds are taking a 
lot of benefit from,” says van Heusden. “Private 
equity is still a sector where institutional inves-
tors continue to allocate more and more money 
in to, and that money needs to be deployed 
using robust fund structures; and in that regard, 
Luxembourg is a good jurisdiction to use.

“PE and RE managers have learned the les-
sons from 2003 to 2007 when prices continued 
to increase and leading to the credit crunch 
and subsequent events of 2007/2008. Funds 
that were launched in these years and bought 
assets at the top of the market got hit hard, 
some didn’t survive – especially open-ended 
structures – while others incurred significant 
losses, when the market went into free fall. 

“I should imagine those PE managers 
who went through the global financial crisis 
a decade ago are all too aware of over-pay-
ing for companies in the current market 
environment.”

Marleen Dijkstra is a principal in the Funds 
Investment team at AlpInvest Partners, one of 
Europe’s leading PE groups with approximately 

EUR38 billion in AUM. Speaking on a fund-
raising outlook panel at the ‘IPEM’ event 
in Cannes in January this year, she 
commented that a big market correc-
tion would be needed for it to materially 
impact private equity markets.

“What we’ve learned having invested 
in private equity for more than 15 years is 
that a solid and consistent deployment is 

fundamental to achieving positive returns 
in the long run,” said Dijkstra. “In our experi-
ence, it is better to look at multi-year targets 
in PE rather than year by year to capture 
the market opportunities at each point in 

PE fund raising: 
A Luxembourg perspective

Interview with Ramón van Heusden

http://www.privateequitywire.co.uk
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have its own legal personality or capacity, all 
contributions, acquisitions and dispositions of 
assets are made in the name of the SCSp and 
not the in the general partner’s name nor any 
of the limited partners. 

Aside from the SCSp, another highly attrac-
tive product for PE groups to consider is the 
Reserved AIF, which must be managed by an 
authorised EU AIFM. It can be created in the 
form of a company or a contractual common 
fund (FCP). If it is established as an invest-
ment company with variable capital it is set 
up legally as a SICAV. There, it can choose 
to operate as a partnership (SCS or SCSp), a 
limited liability company, or a limited company 
form; whatever suits the manager best. 

“The Special Limited Partnership and the 
RAIF have proven popular with PE groups. 
All the large law firms are here, the Big 4 
accounting firms, technology firms, adminis-
trators, custodians and so on. And in addition, 
the jurisdiction is well located, being in close 
proximity to Frankfurt, Berlin, Paris, London. 

“More managers are also choosing to set 
up operations here as authorised AIFMs and 
establish economic substance; some of the 
functions are then outsourced to third parties, 
so there is a big push for talent,” comments 
van Heusden. 

Those two structures alone should, over 
the next five years, lead to a good level of 
new business for the Grand Duchy says 
van  Heusden. 

Looking ahead for the rest of 2019, van 
Heusden is broadly optimistic on the overall 
fund raising dynamics. 

“There is some uncertainty, with Brexit and 
other political factors, which could have a 
negative impact on valuations and, ultimately, 
on the level of fund raising. There is some 
risk of a slowdown in the market but I don’t 
think it will be anything significant,” concludes 
van Heusden. n

time. There is no need for any sort of radical 
response to short-term market volatility.”

Van Heusden agrees that there is a risk that 
companies are over-priced and that a major 
market correction in 2019 could have an impact 
on net capital inflows to private equity; possi-
bly leading to outflows from some PE funds. 

“It depends on the growth of the global 
economy and whether we start to see clear 
signs of a slowdown, which could make 
the markets nervous; as was witnessed in 
December 2018,” he says, observing that 
some US private equity groups continue to 
show clear interest in Europe, both in terms of 
making investments and setting up new fund 
structures in Luxembourg, as part of a central-
ised distribution strategy. 

“The types of clients we typically work with 
are mid-sized managers who are new entrants 
to the Luxembourg market, which requires us 
and other service providers to provide support 
and education. They tend to invest in special-
ist areas 

“For example, one client recently set up 
a fund to invest primarily in cybersecurity 
companies. Another client is investing in soft-
ware solutions for the online tourism industry. 
Technology focused opportunities such as arti-
ficial intelligence and biotechnology are also 
key areas of investment and present a good 
value proposition.

“As these companies grow, they become 
the focus of early stage growth PE funds,” 
explains van Heusden. 

For PE managers looking to fund raise in 
Europe, Luxembourg offers many advantages. 
It has a long and distinguished history, having 
been home to UCITS funds for the last three 
decades. Indeed, it is the second largest 
onshore jurisdiction in the world, after the US. 

When the Alternative Investment Fund 
Managers Directive (‘AIFMD’), the Grand 
Duchy moved swiftly to update its alternative 
fund products, introducing the Special Limited 
Partnership (SCSp or société en comman-
dite spéciale), which took inspiration from the 
Anglo-Saxon GP/LP model to make it more 
appealing to global PE groups. 

Since 2013, more than 1,400 special limited 
partnerships have been established, most of 
which are unregulated. 

The Luxembourg limited partnership has a 
number of advantages over the English lim-
ited partnership. Although the SCSp does not 

Ramón	van	Heusden
Head of Client Services, TMF Group

Ramón joined TMF Group in June 2017 as Head of Client Services and member 
of the management team. Ramón has a 25 year track record in financial 
reporting, management and administration within international real estate and 
private equity asset managers and service providers in the Netherlands, Monaco 
and Luxembourg. Before joining TMF, he spent seven years as Managing 
Director at Citco Luxembourg. Ramón holds a Bachelor degree in Business 
Economics at HEAO-Arnhem, the Netherlands and an MBA from CERAM, Sophia 
Antipolis, France. He is a native Dutch speaker with fluency in English, German 
and French.
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As the private capital markets 
develop further and regulation 
continues to increase, asset 

servicers shoulder growing reporting 
and supervisory burdens on behalf 
of their clients. As a result, an auto-
mated technology solution to manage 
the sheer volume of data needed to 
invest in this area can provide oper-
ational efficiency and also allow for 
more cost effective investment by lim-
ited partners (LPs).

“The demand for deep and more 
granular data is much higher today 
than it was 10 years ago,” says Dr 
Daniel Schmidt, CEO, CEPRES. “In 
the past it was possible to invest in 
private capital markets by just looking 
at the headline fund information. But 
now the market has grown and devel-
oped. The emergence of a number of 
sub-asset classes has driven the need 
for deeper data at the portfolio com-
pany level as well as for information 
which will help the LPs understand 
the sources of risk and performance.”

From a data perspective, private 
capital investment is like a pyramid 
Schmidt says. Ten years ago, the 
market was at the narrow end and 
investors only had to digest and ana-
lyse a few data points which could 
easily be transferred via excel. Today, 
the industry is at the wide end of the 
pyramid, needing to gather and con-
sume thousands of data points in an 
efficient and secure manner.

The growth in data gathering by 
General Partners (GPs) on behalf of 
LPs is driven by the market develop-
ment and the regulatory focus on the 
space. To this end, Schmidt explains 

this heightened demand is leading 
more LPs to delegate the task of data 
management to their administrators.

“The administrator can choose to 
use excel and share unsecured data, 
via unsecure channels, leaving them-
selves open to huge liability risks. Or 
they can build this part of their busi-
ness based on technology which is 
secure and confidential,” Schmidt says.

The technology offered by CEPRES 
has two goals. One is to manage the 
data flows in a secure way and build 
a bridge between the GPs and the 
investors. This allows for an exchange 
of granular, and often sensitive, data 
with a high level of confidentiality and 
security.

The second is to support the asset 
servicers and fund administrators. 
“Our technology helps them build 
analysis for regulators as well as for 
their clients. They can manage, mon-
itor and analyse data flows for both 
their clients and for regulators using 
the same technology solution,” notes 
Schmidt.

CEPRES is the largest data con-
nector between LPs and GPs and 
provides access to expert analytics 
of more than 70,000 operating com-
panies. During the last 10 years, 
100’s of pensions, insurers, banks, 
sovereign funds, endowments, family 
offices and advisors have conducted 
due diligence on $26 trillion of private 
investment value (Buyout, Growth, 
Venture, Private Debt, Infrastructure 
and Real Estate) via the CEPRES 
platform.

Schmidt says the whole indus-
try is on the cusp of broad based 

digitalisation. The investment pro-
cesses in private markets have, 
historically been very manual, but 
now more LPs, GPs and their service 
providers are going digital and making 
these processes much more efficient. 

“The goal for all the players in 
the market is to improve their profit 
margin – the LP wants to make better 
and faster investments, the GP to 
raise funds more easily and the asset 
servicers to offer a sophisticated ser-
vice,” comments Schmidt. “By having 
a lower cost base and building on 
technology instead of running manual 
non-standardised pro-
cesses with high 
effort, each of 
these compa-
nies are able to 
improve their mar-
gins or returns.” n

Data demand drives asset 
servicers towards technology

Interview with Dr Daniel Schmidt

Daniel is the CEO and Founder of 
CEPRES. He has more than 20 years’ 
experience in private equity investing and 
corporate business development. 
Before founding CEPRES, Daniel served 
as Managing Director at Deutsche Bank 
Private Equity Partners and led the buyout 
of CEPRES from Deutsche Bank in 2010. 
He studied Business Administration at 
the University of Mannheim in Germany 
and at Trinity College, Dublin. He earned 
his PhD with honors from Goethe 
University in Frankfurt am Main, Germany 
and was the recipient of an EU-funded 
research project for the advancement of 
private equity. Daniel has prior working 
experience with Daimler, Merryll Lynch 
and VCM Capital Management as an 
Investment Principal.

Dr	Daniel	Schmidt
CEO & Managing Partner, CEPRES
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I ndustry players in Luxembourg 
are sharpening their need for 
outsourced IT solutions as they 

scale up their operations driven by 
regulatory demand and growth in the 
jurisdiction.

“Private equity, custody and fund 
administration firms in Luxembourg 
used to have relatively small offices, 
with few people and are therefore not 
used to having any local IT service. 
Historically, firms have been trying 
to manage this function out of their 
US, UK or Germany headquarters,” 
explains George Ralph, managing 
director, RFA.

The need for economic substance 
in Luxembourg has led to more 
people moving there. As client teams 
grow in the region, so does their need 
for proper IT support. “A lot of the 
work we’re doing involves coming 
into these firms and offering them 
high touch support servicing. This 
kind of IT service just doesn’t exist in 
Luxembourg yet,” Ralph notes.

The ability for Luxembourg play-
ers to work with a specialist IT firm 
in the financial sector, rather than 
just going to a generic provider, is 
a relatively new development for the 
Grand  Duchy.

 “Another new development for 
Luxembourg firms is having someone 
who can really hand hold and manage 
their technology like a chief technol-
ogy officer would,” states Ralph. 
“I don’t think anyone but us offers 
that there. Technology companies in 
Luxembourg tend to be quite hands 
off whereas we are the opposite. 
That’s a huge benefit to clients from a 
service level point of view.”

According to Ralph, the opportunity 
for growth in Luxembourg is huge. 
As more people gravitate to the juris-
diction and substance rules mean 
companies need to increase their 
headcount in the region, the potential 
for business is on the rise.

Fund administration firms also 
represent another burgeoning client 
channel for RFA as the IT needs in 
this sector grow. These service pro-
viders currently account for 10 per 
cent of the RFA client base and Ralph 
expects this to increase. 

He elaborates: “As we grow as 
a business and more integration 
develops in the work we do, we’re 
becoming a lot more appealing to the 
service providers. Especially attrac-
tive are the cloud services we offer 
because traditionally, their in house IT 
teams won’t have the skills sets to do 
this internally.”

Ralph explains that two of RFA’s 
seven global data centres are now 
in Luxembourg: “We built a private 
cloud in Luxembourg, so the firms 
which need to keep their data within 
the country now have the option to 

use this, rather than having servers in 
their office.”

The private cloud includes all the 
frameworks firms need, including 
intrusion prevention, technology main-
tenance, replication to a second site 
back-up– all that kind of stuff. Plugging 
into this infrastructure model means 
firms do not need to maintain their 
own servers in terms of updates and 
backups. 

“It turns into a reduced risk exer-
cise because they’re plugging into an 
institutional framework and allowing 
us to manage it,” remarks Ralph when 
discussing the benefits of using a pri-
vate cloud such as this.

Another element, which adds to 
RFA’s competitive edge is its cross-ju-
risdiction knowledge, with Ralph 
concluding: “We understand the dif-
ferences between the FCA, SEC and 
the CSSF regulations, so we can give 
a bit of advice around compliance to 
firms who have a number of offices 
worldwide.” n

Specialist IT providers see 
clear growth potential

Interview with George Ralph

George Ralph CITP, has successfully 
founded three technology firms along 
with C-level advisory services include 
M&A to numerous firms. George is a 
true leader and has been managing 
teams internationally, and leading 
technology transformation projects for 
over 20 years. A certified GDPR, Cyber 
assessor, Auditor, Architect and widely 
experienced cybersecurity and RegTech 
professional, George has extensive 
technical experience in network and 
server architecture, large scale migrations 
utilising leading technology brands, and 
IaaS offerings.

George	Ralph
Managing Director, RFA
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How would you assess the regulatory 
environment in Luxembourg from a PE funds 
perspective? 
Luxembourg’s PE fund regulatory environ-
ment is framed by the fact that PE funds fall 
within the EU’s various directives and regula-
tions, chief among which is the regime under 
the Alternative Investment Fund Managers 
Directive (“AIFMD”).

Within that wider framework, there are then 
degrees of regulation available to promoters of 
PE funds, from unregulated sub-threshold AIFs 
with a registered AIFM, reserved alternative 
investment funds (RAIFs) with an authorised 
and regulated AIFM, through to specialised 
investment funds (SIFs) or investment compa-
nies in risk capital (SICARs), which have an 
AIFM but the vehicles themselves are also reg-
ulated by the CSSF.

The CSSF is a pragmatic but also robust 
regulator, maintaining an open dialogue with 
the industry, ESMA and its peers. It’s fair to 
say that the CSSF suffered from a reputation 
for being slow and inaccessible in the past, 
but this is a very outdated view. Added to 
which, many of the more common routes to 
market for PE funds in Luxembourg avoid the 
longer processes for authorisation of a man-
ager or fund vehicle. 

As a consequence, from a global perspec-
tive, Luxembourg offers the maximum possible 
regulatory flexibility for PE fund structuring.

Could you outline what the main legal vehicles 
are for those PE managers who are thinking of 
launching funds out of Luxembourg?
PE funds can be structured using pretty much 
any corporate form, and Luxembourg offers a 
wide variety for structuring flexibility. Typically, 
the vehicles are structured as partnerships (i.e. 
société en commandite par actions (“SCA”), 
société en commandite simple (“SCS”) or 
société en commandite spéciale (“SCSp”)) with 

a general partner typically being a société à 
responsabilité limitée (“Sàrl”). 

The SCSp is worthy of particular note, as it 
is still relatively new (introduced in 2013), but 
is the entity that most closely resembles the 
Anglo-Saxon limited partnership that has been 
used in the UK, Delaware and most offshore 
jurisdictions. The legal documentation, struc-
ture and features are the same, which means 
that promoters with existing partnership struc-
tures in these markets can quickly adapt to 
these structures and, of course, the similarities 
also ensure that investors’ legal due diligence 
can be completed quickly. 

What are the main differences between an 
SNC, an SCS and an SCSP? 
All three partnerships, the société en nom 
collectif (“SNC”), the SCS and the SCSp are 
commercial companies, which are set up 
under private deed with no minimal share cap-
ital and requiring at least two partners for the 
SNC and one general partner and one limited 
partner for the SCS and SCSp. 

While in an SNC, all the partners are jointly 
and severally liable, to an unlimited extent, for 
all of the SNC’s commitments, in an SCS or 
an SCSp, only the general partner is jointly 
and severally liable for all of the partners’ 
commitments.

The SCSp has no legal personality, so it has 
no legal form distinct from that of the partners 
in it, unlike the SNC and the SCS.

Have there been any updates or 
improvements to the way these legal 
structures are used by PE groups? 
The RAIF is still a relatively new structure 
(introduced in 2016), and is still considered to 
be a significant improvement over what went 
before, as promoters wishing to have a pass-
portable vehicle only had the option of a SIF 
or SICAR, which need to go through a timely 

Demystifying Luxembourg’s 
regulatory burden

Interview with Mark Shaw
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and costly CSSF approval process. As such, 
promoters now have a fully AIFMD passport-
able fund that simply needs to be filed with 
the CSSF. As such, we’ve seen something of 
a shift away from SIFs and SICARs to RAIFs, 
although there are still circumstances where 
the investors being targeted by the promoter 
will require them to launch a SIF or SICAR. 

In order to set-up a SICAR, two criteria must 
be fulfilled, being (i) an investment risk which 
is higher than normal business risk; and (ii) 
the intention to develop and then realise the 
investment(s). SIFs do not have any set rules 
as to the types of investments but there are 
some requirements as to risk diversification, as 
they cannot, in principle, invest more than 30% 
of their assets or commitments in the same 
types of securities issued by the same organi-
sation. RAIFs simply have to adhere to a more 
general requirement of risk spreading.

Luxembourg unregulated AIFs do not have 
any restrictions whatsoever and can be set up 
under private deed.

However, all vehicles qualifying as AIFs 
(whether falling under the SICAR, SIF or RAIF 
regimes or even the unregulated AIFs) are still 
subject to AIFMD, meaning they must appoint 
a registered or an authorised AIFM, as the 
case may be.

In terms of updates, the next challenge 
for PE fund structuring is on the underlying 
investment level, and promoters need to con-
sider their use of underlying SPV structures. 
This is something of a global challenge, as 
it comes as a consequence of the OECDs 
BEPS initiative and its implementation through 
the Anti-Tax Avoidance Directive (“ATAD”) in 
the EU.

What are some of the key considerations that 
apply to Luxembourg’s funds regime in terms 
of the time and cost involved setting up one of 
the above legal structures?
Assuming that your decisions are driven by 
tax neutrality, cost efficiency and ease of dis-
tribution, I would say the starting point would 
be to consider who your target investors are. 
At the same time, this should be a consider-
ation around the likely size of the fund. If you 
are looking below €500m then in all likelihood 
you will be driven towards an unregulated 
vehicle, since its available to you (above that 
and you’re pushed into full AIFMD territory) 
and allows cost efficiencies of not requiring 

a full-scope AIFM or depositary. You may 
also avoid the need for a PPM, although this 
is still advisable. It should be noted that, just 
because the fund doesn’t have a passport, 
doesn’t mean you can’t access other EU juris-
dictions, it’s just more challenging, as it means 
that you have to deal with those regulators 
individually. 

Assuming you are pushed into AIFMD ter-
ritory, the next question is around whether or 
not your investors would require your vehicle 
to be regulated as a SIF or SICAR (versus a 
RAIF). This will have significant time and cost 
implications for your launch, so you should 
plan accordingly and also determine whether 
it is a go/no go point for those investors or 
simply a preference.

Finally, in terms of tax considerations, this 
will also need to be considered alongside any 
underlying SPV structuring, but from a fund 
vehicle perspective, the legal personality of 
an SCS may be preferred by some investors, 
whereas other may prefer the lack of person-
ality of an SCSp. Typically German promoters 
prefer the SCS and Anglo-Americans prefer 
the SCSp.

How should a PE manager best approach 
determining which AIF will likely be the most 
appropriate choice? 
As a starting point, the PE manager should 
speak to a commercially-minded investment 
funds lawyer. This is particularly important 
where the manager wants to launch on a tight 
schedule, as it will allow the correct struc-
ture to be determined quickly. Or, at the very 
least, it will allow the manager to consider 
the pertinent structuring issues against its 
target market. 

The investment funds lawyer should also 
loop in their tax colleagues at the earliest 
opportunity, as this is a critical element to fund 
structuring and has increased in complexity 
with the introduction of ATAD. n

Mark	Shaw
Partner, Wildgen Investment Fund
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Fund administrators are moving up the 
chain into middle office and portfolio 
management functions as they broaden 

their services to offer more holistic support to 
their asset management clients. The success 
of this is currently reliant on a strong human 
relationship between administrators and fund 
managers. However, as the alternatives indus-
try moves to more standardisation, technology 
will play a greater role in helping fund adminis-
trators provide a superior service to their fund 
management clients.

“Historically, the fund administration busi-
ness was very much about the back office. 
In the past few years, however, administra-
tors have taken steps up the chain into the 
middle office. This trend is going to continue,” 
explains Anita Lyse, head of real estate at 
Alter Domus.

She says administrators are able to take 
some of the “hassle” of reporting away from 
fund managers. “We consider ways in which 
we can be smarter about certain types of 
reporting, data aggregation and analytics 
to produce meaningful reports that will 
help our clients take informed asset 
management decisions,” Lyse adds.

This change in service means 
fund administrators can provide 
additional support to fund man-
agers, freeing up time for them to 
focus on transactional and portfo-
lio management activities.

Lyse notes this is driven both 
by firms like Alter Domus offer-
ing such services and also by 
client demand. “We’ve had cli-
ents who want us to go a lot 
further than the traditional 
back office, fund administra-
tor role. But also, we have 
a lot of both financial and 
non-financial data and also 

many good people who understand the differ-
ent asset classes. So sometimes it’s simply 
easier for us, to take that additional step fur-
ther up the chain,” says Lyse.

This is a lot easier to do when there is a 
true partnership between the administrator 
and the client. However, Lyse thinks the reli-
ance on this human connection may ease as 
technology solutions for the alternatives indus-
try become more efficient.

She says: “I think in tomorrow’s world, tech-
nology will continue to play an increasingly 
important role in the delivery of our services. 
The relationship between the provider and the 
client will always be important. I don’t think 
technology will ever replace that, but it will 
help improve it as it continuously reduces risks 
of human error, increases speed of execution, 
and facilitates communication and access to 
live information.”

However, she notes that to be able to 
use a technology solution to improve effi-
ciency or to automate processes, some form 
of standardisation is needed. Presently, the 
alternatives investments arena lags behind 
traditional UCITS when it comes to standardis-
ing processes. Lyse highlights the additional 
complications in the space: “By nature, 
there is a lot more complexity around each 
trade in private equity real estate, which 
makes it harder to standardise and also 
to find a one size fits all technology. And 
whilst the industry is catching up, there 
is still significant room for improvement.

“I believe you can push the 
standardisation a lot further 
than we currently do. This has 
started to happen, with for 
example the definition of a 
fund’s NAV and more broadly 
investor reporting being stand-
ardised by various industry 
bodies both regionally and 

Back office servicers move 
up the chain

Interview with Anita Lyse
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third party AIFM.” She explains that the hurdles 
for managers getting their own AIFM licence 
are many and that maintaining an existing 
licence can be onerous and expensive.

“For some clients, the third party AIFM is a 
transitional solution, and in these cases, they 
would have a strategy to build up their own 
office in Luxembourg. For others, this can be a 
longer term or permanent solution,” Lyse says.

Luxembourg has proved successful at 
giving the AIFM its seal of approval and as 
Lyse concludes: 

“The AIFM is following in the UCITS foot-
steps. UCITS has become a trusted brand and 
Luxembourg is the place to go for that. Now 
this is also happening in the AIFM world.” n

globally. It doesn’t mean there isn’t a need for 
more customised approaches in some areas, 
but there are certain domains where we can 
start building that standardisation and plugging 
into technology a lot more.” 

Technology investment never stops. Alter 
Domus has been investing heavily in the area 
and this is something Lyse says will continue. 
Technology is in constant evolution and there 
are internal processes fund administrators can 
automate to allow their own experts to focus 
on the value-add tasks based on their skills 
and competences.

Lyse also explains that the application of 
technology is not only about taking away the 
painful or low value processes. She notes: 
“Technology is also about how we can provide 
a best in class service to our clients to meet 
their constantly evolving needs, and how to 
do this in the most efficient way possible to 
enable us to remain competitive from a cost 
perspective and to retain our own margins.”

Technology investment is driven by a 
number of elements – from the regulatory 
burden that has created needs for data and 
additional reporting, to investor demand for 
support and transparency. The need for more 
sophisticated technology solutions also arises 
from the call for new products such as look-
through capabilities and data analytics.

“Any large pan-European or global fund 
structure will be set up in Luxembourg, but 
will have assets in a number of jurisdictions 
across an entire continent and sometimes 
globally. So the question is, how do you pick 
up the data around those different assets and 
consolidate it in a meaningful and useful way? 
This is a challenge all of our clients are strug-
gling with and where we are trying to help. 
Having a globally integrated technology plat-
form is the only way to go in my opinion,” 
Lyse  remarks. 

Another significant trend Lyse identifies is 
the increased usage of the third party AIFM. 
She points out how regulation, cost and other 
factors have heightened the barriers to entry in 
Luxembourg, particularly for small or mid-sized 
managers, making the third party AIFM model 
very attractive. 

There has been an increased acceptance 
for the third party AIFM model,” says Lyse. 
“Luxembourg is undoubtedly the best way for 
many managers to access European capital 
and for some, the only way in is by using a 

Anita	Lyse
Head of Real Estate, Alter Domus
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The private equity, private debt and 
real estate fund markets are grow-
ing strongly across the globe. Record 

amounts of assets are flowing into these asset 
classes as investors look to allocate to strat-
egies which offer attractive returns in a global 
low interest rate environment.

Investors are able to avail of funds struc-
tured in a number of jurisdictions – in Europe 
and in North America or the Caribbean. 
Increasingly, though, European investors are 
showing a preference to invest in European 
structures. Funds continue to be established 
in the traditional jurisdictions of the Channel 
Islands and onshore UK, but increasingly 
funds are being set up in Ireland and, in par-
ticular, Luxembourg.

Gavan McGuire, partner and head of busi-
ness development at Centaur Fund Services, 
comments “Managers are accepting that they 
need to be able to function in multiple domiciles 
in order to fully cater for their investors’ needs 
and to facilitate investments. Therefore, it is 
important for fund administrators to offer seam-
less multi-domicile solutions for their PE clients.”

Luxembourg offers an attractive and 
flexible proposition as a fund dom-
icile with a variety of legal forms 
available and the option of estab-
lishing regulated or unregulated 
products, depending on investor 
choice.

Luxembourg is a key growth area 
for global fund service provider 
Centaur Fund Services. 
Centaur services a growing 
number of Luxembourg 
funds which have been 
established by European, 
UK and US based 

managers. Centaur has a strong commit-
ment to the Luxembourg market and recently 
Antonio Frias, Global Head of Operations for 
the firm relocated from Ireland to Luxembourg 
to be the CEO of Centaur’s operations there.

Commenting on his new role, Frias says: 
“Centaur has always put the client at the heart 
of the business and our services evolve to 
meet the needs of our clients and the market. 
At Centaur Luxembourg, we are perfectly posi-
tioned to offer clients the expertise, innovation 
and flexibility to evolve with their needs. I am 
looking forward to leading a strong, dynamic 
and ambitious team that will seize growth 
opportunities in Luxembourg and beyond.”

Centaur’s business is expanding strongly, 
and the firm now has nine offices based in 
seven strategic global locations. McGuire 
explains: “The increasing need for cross-domi-
cile services has had a very positive impact on 
our business. It has allowed us to organically 
grow and develop our business in the major 
global fund domiciles. We see our growth and 
development in Luxembourg as key to this and 
it is the main reason for establishing a full-ser-

vice office in the Grand Duchy.
“Clients are now operating in 

jurisdictions which are new to 
them and they need guidance 
in navigating the differing local 
requirements. This is some-
thing Centaur has focused on 
providing not only core fund 

administration, SPV servicing and 
domiciliary services to cli-

ents, but also providing 
clients with solutions for 
management company, 
depositary and banking 
services.”

Growth of private equity, 
private debt and real estate 

funds fuel growth
Interview with Gavan McGuire & Antonio Frias

Gavan McGuire Antonia Frias
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Centaur is investing heavily in its people, 
technology and processes and fund servicing 
is its core business. As private equity manag-
ers grow their operations across regions and 
continents while juggling growing regulatory 
burdens, their needs in terms of support and 
administration are changing and dramatically 
increasing Experienced service providers such 
as Centaur allow managers to out-source 
their administration needs, knowing that the 
administrator operates in a robust control envi-
ronment and with market leading technology 
and staff training. It is now also essential for 
administrators to obtain control environment 
testing (such as ISAE 3402 or SOC 1) and 
place a strong emphasis on risk and compli-
ance. This makes the out-sourcing decision 
straightforward to fund managers and allows 
them to focus on their core investment skills.

Historically, private equity funds were often 
self-administered, with the general partner 
undertaking the administrative tasks for the 
fund itself. This picture is changing rapidly for 
a number of reasons:
• Limited partners are demanding more 

transparency in the reporting they need. 
Increasingly they are expressing a strong 
preference for the administrative functions 
to be performed by independent profes-
sional administrators;

• Regulators are starting to impose obli-
gations for funds to appoint professional 
licensed service providers. 

• The administration functions are becoming 
far more complex than they used to be. 
GPs who are performing the administration 
tasks themselves are struggling to keep up 
with and comply with a host of new reg-
ulations and reporting requirements which 
have been imposed in recent years.

McGuire elaborates: “Much of the outsourcing 
in private equity is being driven by investors 
who are demanding operational excellence 
from their managers. There is also market 
pressure for PE firms to deliver tighter 
accounting processes with greater transpar-
ency,” notes McGuire. He believes that using a 
third party administrator also gives the private 
equity managers additional credibility.

McGuire speaks of the developments 
he expects to see in the market: “Increased 
competition for investors’ capital, investment 
opportunities and administrative contracts are 
more likely to lead to losses in the event of 

a market downturn. Maintaining performance 
while ensuring the highest quality of service 
and reporting will become increasingly chal-
lenging in the predicted environment for 2020.”

He also observes the rise of a new form of 
fund – hybrid structures which display features 
of closed end private equity type funds, but 
also include listed, traded instruments: “Hybrid 
funds are on the rise, and administrators need 
to be able to service these products, using 
processes and technology which combine 
features of hedge funds and private equity 
funds. This trend has accelerated in the last 
12 months as investors seek to deploy capital 
in strategies such as credit and loan orig-
ination which are well suited to closed end 
structures, but which display hedge fund fea-
tures such as mark to market valuations and 
securities trading.”

Rather than supplying a suite of individual 
products, Centaur acts as a single source, 
delivering overall administration solutions 
designed for each client, covering both hedge 
funds and private equity funds. As a result, the 
firm has attracted a number of credit and loan 
focused funds in the US and Europe driven by 
the increasing demand for administrators to 
deliver a hybrid solution that incorporates ele-
ments of both private equity and hedge funds.

Centaur’s private equity service is nascent, 
having only launched three years ago. In this 
time, the firm has experienced significant 
growth. McGuire believes the sector is set to 
be a major driver of business growth for the 
firm in 2020 and beyond. n

Gavan	McGuire
Partner & Head of Business Development, Centaur FS

Antonio	Frias
CEO, Centaur Luxembourg 

Gavan McGuire is a partner and the Head of Business Development at Centaur. 
He has over 20 years of industry experience and has worked in senior positions 
for Citi Hedge Fund Services and Bisys Hedge Fund Services. Gavan was 
previously a director of Hedge Funds Care UK, a charity focused on raising 
money and granting it to child welfare organisations. He has also participated in 
the AIMA communications committee. 

Antonio Frias is CEO of Centaur Luxembourg. Antonio is a qualified accountant 
who has worked with leading international financial services companies in North 
America and Europe since 2001. Prior to his appointment as CEO of Centaur 
Luxembourg, he was Head of Fund Accounting and Investor Services of Centaur 
Fund Services since 2012. Between 1998 and 2004, Antonio held a number of 
operational roles within financial and accountancy services companies in the UK, 
including JP Morgan Chase and Franklin Templeton Investments. 
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Third party AIFMs to focus 
on quality and expertise

Interview with Daniela Klasén-Martin

As price competition increases in the 
provision of third party management 
company services in Luxembourg, the 

focus on quality and deep regulatory expertise 
is becoming even more important.

“It’s a competitive landscape with many 
new management companies starting up,” 
explains Daniela Klasén-Martin, Group Head 
of Management Company Services, Managing 
Director Luxembourg at Crestbridge a provider 
of global administration, management & cor-
porate governance solutions.

“Quality is important because there is a lot 
of cost pressure. There are new players in the 
third party management company market who 
are putting prices down. This can be quite 
dangerous because there is a lot of regulatory 
pressure and having people who can respond 
to these regulatory demands in the right way 
costs money.”

She says that although cost pressure is 
good for the client because it gives them the 
ability to compare providers and their services, 
it’s important that the fees paid reflect the 
quality and the effort expended by the service 
provider.

Klasén-Martin emphasises the importance 
of reputation, which is of particular relevance 
in Luxembourg. “Luxembourg is an extremely 
regulated domicile. We’re under the watch 
of the CSSF and we are keen to keep our 
licence, which is why quality is so important 
to us. The regulator makes frequent visits to 
operators’ offices and they wouldn’t hesitate to 
place sanctions or to freeze licences in case of 
breach of the regulatory framework,” she says.

Crestbridge itself focuses on the expertise 
of its people. In particular, the firm’s strength 
lies in its deep regulatory knowledge 
and skill. Crestbridge was one of the 
first firms to provide third party AIFM 
services after the directive was trans-
posed into Luxembourg law. This has 

allowed the firm to influence the industry’s 
development.

“Being a first mover, we were capable of 
shaping the processes and the operations 
needed when dealing with outsourced AIFM 
services. It meant we were among the first to 
devise what service providers need to have 
when it came to building a risk management 
framework which is compliant with the regula-
tory requirements while also being in line with 
what a PE manager would expect,” Klasén-
Martin remarks.

She notes that a key ability for third party 
AIFM providers in the private equity space is 
to adapt the internal processes of the PE man-
agers themselves. 

She explains: “PE managers have robust 
processes and procedures internally. However, 
they do not know how to adapt them to ensure 
they comply with the regulation. Therefore, an 
important part of our job is to support them in 
transposing what they already have in place 
into a regulatory-compliant framework. We 
have been able to do this and shape what this 
looks like, having been early in the market.

“Crestbridge was one of the first firms to 
obtain and AIFM licence and launch AIFs. This 
has enabled us to gain a deep understand-
ing of structuring such funds, in respect of the 
regulatory requirements and good governance 
of the Fund. Risk management systems have 
been a key focus as we developed. Very early 
on tools, which are specific for PE assets. We 
already had internal PE expertise which we 
were able to combine with local expertise 
and knowledge on regulatory constraints 
and fund structuring.”

Klasén-Martin describes how AIFMs 
now lie at the centre of the ecosys-

tem of any fund being launched 
in Luxembourg. Before AIFMD, 
clients looking to launch a fund 
would first look to appoint a fund 
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making it cumbersome for managers to start 
new operations in the Grand Duchy.

This has seen the third party AIFM come 
into its own as managers who either do not 
have the money or time to invest in setting 
up their own office in Luxembourg can dele-
gate this part of their business to a firm like 
Crestbridge.

The substance rules have also put the 
recruitment market under increased strain 
– the government circular 18/698 decreed 
players must maintain a sufficient level of 
substance with the Luxembourg office. Hiring 
skilled staff has always been a challenge in 
Luxembourg but as regulation demands more 
senior professionals be based locally, pressure 
has been building.

According to Klasén-Martin: “There is a lot 
of competition to recruit the senior staff mem-
bers, both from current players and also from 
the new bigger managers who have elected 
to come to Luxembourg as a consequence of 
Brexit. In fact, we’ve seen quite a few large 
PE managers establishing full operations here, 
driven by Brexit.”

The increased struggle to recruit highly 
competent professionals also adds to the 
attraction of delegating to a third party AIFM, 
particularly for mid-size players or those who 
have chosen not invest in a substantial pres-
ence in Luxembourg. n

administrator. Now, their first port of call is an 
AIFM, after which they look for all the other 
supporting services. “We’ve been very strong 
in our proposal to clients and can ensure we 
can give a comprehensive solution – starting 
from the AIFM offer,” asserts Klasén-Martin. 
PE managers are attracted by the alternative 
investment structures available in Luxembourg 
– namely the Luxembourg Limited Partnership 
(SCS or SCSP) and the Reserved Alternative 
Investment Fund (RAIF). 

Klasén-Martin points out the main features 
which are beneficial to PE managers: “One of 
the key advantages for PE firms is that you 
can launch a fund fairly quickly using these 
different structures as they do not require 
approval from the regulator. In addition, by 
appointing an AIFM both the Luxembourg LP 
and the RAIF give PE managers access to the 
European passport which is necessary, since 
post-AIFMD you cannot distribute your funds 
in Europe without this. At the same time, they 
are flexible structures which is key for PE man-
agers as well.”

Although in essence, they are still unregu-
lated funds, the Luxembourg LP and the RAIF 
are indirectly regulated through the AIFM. This 
also provides comfort to institutional inves-
tors investing in the launched funds, since it 
means they have an AIFM to keep the reg-
ulatory requirements in check and ensure 
all the controls are set as per the regulatory 
requirements. 

Klasén-Martin explains Crestbridge is 
focused on regulatory substance. “We have 
a very competent team around regulation. 
Many of our experts are former legal advisers, 
risk managers or compliance experts so they 
understand regulation very well,” she says.

Crestbridge aims to double the 30-strong 
Luxembourg office over the course of the 
coming couple of years The group has been 
expanding in the past few years and Klasén-
Martin expects future growth to continue 
organically, building on the firm’s robust track 
record for quality service.

“We protect our reputation as a third party 
AIFM provider and through the expertise and 
skill of our sizable team, we can solve issues 
which would be difficult to solve for managers 
with minimal local substance,” Klasén-Martin 
explains. 

New regulation has seen Luxembourg 
authorities focusing on substance rules, thus 

C R E S T B R I D G E

Daniela	Klasén	Martin
Group Head of Management Company Services, 
Managing Director, Luxembourg, Crestbridge

Daniela has over 25 years’ experience in risk management, financial 
management and corporate governance across various jurisdictions. She is 
a member of ILA, ALRiM, sits on various ALFI committees involved in risk 
management, fund governance and TER and is a regular speaker at industry 
events on topics such as AIFMD, risk management and management company. 
Daniela holds an MScBA and is fluent in four languages.
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Luxembourg is seeing a growing number of 
US managers interested in setting up pri-
vate equity structures to access European 

investments and clients. Richard van ‘t Hof, head 
of Trident Trust’s operations in Luxembourg talks 
about the opportunities and challenges manag-
ers face when crossing the Atlantic.

What is the goal for Trident Trust’s business in 
Luxembourg?
Our primary goal is to keep our clients satisfied! 
But we also have plans to significantly grow 
our fund services business in Luxembourg. We 
have steadily grown our two main services, cor-
porate administration and fund administration, 
since we opened in Luxembourg in 2009, but 
we now believe the growth of our fund services 
business is going to accelerate quite rapidly, 
driven by the combination of greater numbers 
of private equity managers appointing fund 
administrators, and more US managers estab-
lishing funds in Europe. 

The majority of our pipeline of new busi-
ness in Luxembourg consists of illiquid assets 
such as private equity and private credit, real 
estate, venture capital and non-performing 
loans. These are the types of strategies where 
we see the potential for growth in Luxembourg, 
both from existing clients from within our global 
client base of over 500 funds and also from 
new managers or managers who simply want 
to move to an administrator who provides them 
with a more personalised service. 

There is currently a trend which is seeing US 
managers setting up private equity funds in 
Luxembourg. What is driving this?
There are around 8,000 private equity 
asset managers globally and half of them 
are based in the US. Taking the size of 

the market into account, together with the his-
torical success of US PE managers, there has 
been an increased appetite for these players 
to invest in Europe and also to market their 
products to European investors as well.

Luxembourg is very well positioned to 
receive this demand. The infrastructure here, 
the technical and commercial knowledge of 
the advisory community and the large capac-
ity of the market are all factors that make 
Luxembourg attractive to US managers.

In your experience, is this shift led by demand 
from European investors for US private equity 
or is it expedited by the US managers wanting 
to invest in Europe or sell their strategies to 
European investors?
Both. US private equity managers have deep 
expertise and successful track records invest-
ing in the asset class. Institutional investors in 
Europe want to take advantage of that. Equally, 
US managers want to duplicate their domestic 
success in Europe. 

In terms of the investor base, if you aim 
to target European institutional investors, as 
a result of the Alternative Investment Fund 
Managers Directive (AIFMD), you are obliged to 
set up your structure in Europe. Luxembourg is 
a compelling choice for US managers to do this.

What are the specific benefits for US 
managers to come to Luxembourg?
The real benefit of coming to Luxembourg is a 
combination of a number of elements. 

Luxembourg has always been popular choice 
for private equity managers, as it offers a favour-

able and flexible legal and tax framework. But 
for US managers, it certainly took a decisive 
lead over other jurisdictions when it simpli-
fied and modernised its partnership law in 

Transatlantic trends:  
growth opportunities for 

US PE managers
Q&A with Richard van ’t Hof
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You have a thriving business in the US. Does 
this give you a competitive advantage in 
Luxembourg, both in terms of internal referrals 
and also among US managers looking to set 
up fund structures in the Grand Duchy?
Yes, it’s a huge advantage. There are very few 
administrators who have a significant pres-
ence in both the US and Luxembourg and 
real knowledge of both markets. We receive 
numerous referrals from our offices in Atlanta 
and New York.

At the moment we are working with a large 
US client to establish a new fund structure in 
Luxembourg as they expand their investment 
strategy into Europe. They’re able to make the 
transition to a new environment safe in the 
knowledge that they will work with a familiar 
long-term partner.

What are the primary challenges US managers 
looking to operate in Luxembourg face?
The different regulatory environment is the 
main issue. Regulations are generally stricter 
in Europe than the US and how US managers 
structure products in relation to something like 
the AIFMD is a big issue.

Also, it is not cost-effective for smaller firms 
to set up their own AIF here in Europe. It 
makes more sense to rely on third party AIFM 
providers, which is a somewhat alien concept 
for US managers, who are often uncertain 
about delegating a portion of their tasks and 
responsibilities to a third party. It’s just not a 
business model they are used to. 

However, considering the third party AIFM 
concept has now been operating for a number 
of years, the sentiment towards it is changing. 
US managers are becoming more familiar with 
European regulations and starting to under-
stand the business models available to market 
their products.

In the last few years, good steps have been 
taken in the right direction. At the end of the 
day, what will make a difference is increased 
knowledge, understanding and the passage 
of time. n

2013. By replicating the terms of the Anglo-Saxon 
limited partnership, the revised Luxembourg 
SCS partnership regime suddenly became very 
attractive to US managers and their advisors, 
who were able to deal with familiar terms. It also 
made it easier to include a European entry point 
to a larger private equity structure, for example 
by setting up parallel Cayman, Delaware and 
Luxembourg partnerships.

Secondly, Luxembourg offers a wide choice 
of structuring options for the pooling, financ-
ing and deployment of private capital. These 
range from its widely used non-regulated SPV 
entity, the Soparfi, to its regulated SICAR and 
SIF funds, and now also the RAIF which offers 
quicker and simplified access to the EU pass-
port by removing the requirement for local 
regulatory approval and supervision, as long 
as it is managed by an authorised AIFM.

Thirdly, Luxembourg is the jurisdiction of 
choice for many large institutional European 
private equity investors, so US managers will 
maximise their fundraising efforts by opting for 
a EU passported Luxembourg fund.

Finally, there is the depth of the private equity 
ecosystem. More and more international GPs 
are choosing Luxembourg as a place to set up 
their business and grow substance, in large part 
because of the availability of expert staff and of 
service providers specialised in private equity, 
including administrators, third party AIFMs, law-
yers, auditors and independent directors.

What impact has this influx of US managers 
had on your business?
We’ve focused very clearly on ensuring that 
growth does not compromise quality of ser-
vice, in particular ensuring that we have the 
right people with the right skills and that 
we retain our staff. The Luxembourg labour 
market is very competitive and many adminis-
trators suffer from high staff turnover, which is 
not good news for clients. 

We have also broadened our service as a 
result of client demand, obtaining a depositary 
licence a few years ago. When setting up a 
regulated private equity SIF or a RAIF struc-
ture, managers need to appoint a depository. 

We’ve also continued to develop our tech-
nology platform for clients – we can offer 
clients a specialist global private equity plat-
form, which is a real selling point, particularly 
when they are working with Trident Trust in 
more than one location.

Richard	van	’t	Hof
Managing Director, Luxembourg, Trident Trust 

Richard is head of Trident Trust’s operations in Luxembourg. He has over 30 years 
of experience in management and operational roles in the international financial 
services industry, with particular expertise in alternative investment funds. He is 
also a Certified Investment Fund Director. Richard studied business administration 
at bachelor level and is also educated in accountancy in the Netherlands. 
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Enhanced due diligence, includ-
ing Know Your Customer (KYC), 
when completing complex 

acquisitions of businesses or assets 
is not only a basic expectation under 
current Anti-Money Laundering (AML) 
regulations, but also makes commer-
cial sense for all parties involved.

Minimising your exposure to financial 
risk through KYC
Performing KYC checks when com-
pleting acquisitions is crucial both 
from a regulatory standpoint, to 
avoid sanctions, fines or reputational 
damage and from a risk standpoint 
to avoid financial losses. Recent 
high-profile cases, such as the merger 
between JP Morgan Chase and 
Washington Mutual where subsequent 
regulatory issues came to light, have 
illustrated the consequences of not 
carrying out adequate due diligence, 
including KYC checks, before complet-
ing company acquisitions. 

Regulatory crackdown on KYC/AML 
breaches
Regulators have cracked down heav-
ily on AML breaches in the past few 
years – recent research suggests that 
2019 will be a record year for AML 
fines, with USD7.7 billion’s worth 
handed out to financial services firms 
globally in Q1 2019. To complicate 
matters further, the Fifth Anti-Money 
Laundering Directive (5AMLD) is due 
to come into force in January 2020. 
5AMLD features a new ‘blacklist’ of 
high-risk countries, a call for enhanced 
due diligence and the necessity to 
verify beneficial ownership among 
other changes. Post-Brexit, AML law 
could be even more complex in the 
UK, as the FCA have stated that Brexit 
may present an opportunity for the UK 
to rethink its laws, which might mean 

some fast-paced changes in the regu-
latory sphere. 

RegTech, like Lawson Conner’s 
Max Comply, can handle regulatory 
nuances across different jurisdictions, 
updating new directives regularly, 
which is essential as part of the ongo-
ing compliance requirements of an 
acquisition.

Essential components of KYC checks
M&A activity has an overall success 
rate of only 50 per cent. Reasons 
for failure often include unidentified 
risks within the target, which could be 
identified earlier in the process with 
effective and systematic KYC checks. 

Regulators across jurisdictions have 
tightened up regulatory requirements 
around mergers and acquisitions, 
with the implementation of directives 
such as the Dodd-Frank Act demand-
ing more detailed financial statement 
information from target companies.

Carrying out such a high level of 
due diligence can be a time-consum-
ing and onerous task, traditionally 
weighed down by manual processes. 
It can also be costly, with some major 
financial institutions spending up to 
USD500 million annually on KYC and 
due diligence, according to recent 
research from Thomson Reuters.

How technology can transform the 
process
Robotic process automation (RPA) is 
the simplest way to automate some of 
the manual tasks and make KYC and 
due diligence faster and more cost-ef-
fective. Through RPA, rule-based 
functions are executed, based on data 
from internal and external sources 
and the results are directly inserted 
into workflows. RPA and AI have 
started to revolutionise the financial 
services industry – recent research 

from Deloitte, for example, reveals 
that 64 per cent of organisations have 
started to use RPA but its value is not 
always recognised in acquisitions.

The due diligence process can 
also be transformed by transactional 
analytics, by combining and manip-
ulating data and rapidly examining 
financial and operational metrics. 
A recent survey from Raconteur of 
UK-based dealmakers found that 50 
per cent desired closing twice as 
many deals a year as they did, and 
that due diligence was a key factor in 
transaction delays.

At Lawson Conner (part of the 
IQ-EQ group), we have developed our 
own regulatory compliance platform, 
Max Comply, which incorporates 
RPA, AI and analytics. The award-
winning software platform has been 
proven to reduce cost and processing 
time significantly and can make a 
dramatic difference to the speed 
and efficiency with 
which acquisitions 
are successfully 
completed. n

Why technology is key
By Andrew Frost

Andrew leads the Lawson Conner 
Investment Management practice where 
he is responsible for the launch of asset 
management businesses and their 
associated investment funds. He works 
very closely with prospective launches 
across hedge, private equity, real estate, 
venture capital and corporate finance and 
covers a diverse range of entrepreneurs 
looking to establish their businesses 
under the FCA regulatory environment. 
Andrew spent 10 years at Man/GLG, 
holds a degree in Economics from the 
University of Technology in Sydney and is 
a CAIA Charterholder. 

Andrew	Frost
Executive Director, Lawson Conner
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The swathe of transparency disclosures 
required by new and upcoming reg-
ulation has been putting pressure on 

private equity firms. However, PE managers 
can work with pragmatic and knowledgeable 
law firms to understand exactly how the rules 
apply to their particular situation and consider 
whether there is a basis for limiting disclosure 
about their business and their investors.

Andrew Knight, Managing Partner, Harneys 
Luxembourg explains: “There’s an ever 
increasing degree of transparency being 
demanded and there are all the regulatory 
processes and associated cost that go with 
that. We’ve been closely involved with the 
common reporting standard and Fatca disclo-
sure regimes. Through our experience with 

that we can help clients when it comes to 
assessing new disclosure requirements like 
the EU’s latest mandatory disclosure regime 
known as DAC 6.

“The key thing is that clients should not nec-
essarily take the lowest common denominator 
and the most prudent approach to disclosures. 
Yes, you’ve got to be compliant but it’s not a 
question of disclosing everything in the face 
of this massive pressure. What we try and do 
is combine a technical approach on the rules 
so as to determine exactly what those rules 
require and then apply them accordingly, with 
a practical approach.”

Knight explains clients need to account for 
the risks they face if taking a position which 
is contrary to the prevailing one. However, 

A practical approach to 
regulation

Interview with Andrew Knight & Vanessa Molloy
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to run, then the managers performance needs 
to be that much better to overcome the costs 
of running the structure.”

The Harneys brand is relatively fresh 
in Luxembourg, having partnered with an 
existing law firm in April this year, following 
client demand for an additional presence on 
the continent. 

A key element in the firm’s service is apply-
ing their knowledge of other jurisdictions like 
the Cayman Islands and the British Virgin 
Islands to Luxembourg structures. “We like 
to tell our clients that in Cayman this is what 
the structure is and this is how Luxembourg 
is the same or different,” outlines Molloy. “This 
way, we always have a reference point to 
explain the differences between a structure 
they already have and what Luxembourg has 
to offer.”

Knight concludes: “When a client comes 
into a jurisdiction like Luxembourg from the 
BVI and Cayman, the regulatory environment 
can be a significant challenge for them. When 
having initial conversations with clients, we 
work out what their requirements are and how 
they can fit in within the regulatory environ-
ment. Often there’s quite a lightly regulated 
solution for them.” n

applying the rules to clients’ unique situations 
is the job of law firms like Harneys. “Clients 
don’t just want to know what the rules say, 
they want to know how they apply specifically 
to their situation and whether certain informa-
tion is really disclosable or whether there is a 
basis for not disclosing it. We’ll always look 
for that basis to the benefit of our clients,” 
says Knight.

Harneys partner Vanessa Molloy elaborates 
further: “From a commercial point of view, it’s 
always good to remember that PE managers 
want to run their structures in a competitive 
way. So we don’t just present them with the 
standard product. We need to consider the 
commerciality of the deal and see where our 
advice can cut down on running costs. For 
example, a manager selling to institutional 
investors may not need a product regulated 
by the CSSF.

“The structures we recommend ultimately 
depend on a number of things like whether 
the GP needs to be offshored, the size of 
the deal, the running costs etc. So it’s about 
trying to mesh what the asset manager wants 
to achieve, with what the investors want to 
achieve in a cost effective structure. At the end 
of the day, if the structure is expensive 

Andrew Knight is a partner in our Luxembourg 
Corporate team. He has over 25 years of 
experience in managing and structuring corporate 
and commercial transactions. As well as his work 
in the area of international corporate tax, which is 
mainly focussed on structuring investments across 
Europe and Africa through Luxembourg, Andrew 
remains active in the managing of a variety of other 
corporate and commercial transactions.

Venessa Molloy is the head of our Luxembourg Investment 
Funds team. With over 18 years of experience, Venessa 
advises a number of international fund managers, family 
offices and institutional investors on Luxembourg and BVI 
domiciled investment funds. Her practice focusses on asset 
classes including real estate, private equity, hedge, regulatory 
and compliance aspects of investment funds.  Venessa’s 
expertise extends to negotiating and structuring special 
purpose vehicles, co-investment vehicles and joint ventures.

Andrew	Knight
Partner, Harneys Luxembourg

Vanessa	Molloy
Head of Investment Funds, Harneys, Luxembourg

http://www.privateequitywire.co.uk


D I R E C TO RY

LUXEMBOURG REPORT | Sep 201936 | www.privateequitywire.co.uk

Crestbridge provides global administration, trustee, accounting, management and governance 
solutions that are shaped to our clients’ needs wherever they do business. 

We are a fully integrated, jurisdictionally-agnostic professional services business. This means we 
offer a consistent service wherever you are based and wherever your structures and interests lie. 

With our experienced teams in six of the world’s key financial centres, you can always access 
local insight and call on the level of support you need.

Bahrain | Cayman | Jersey | London | Luxembourg | New York

Contact: Daniela Klasén Martin | daniela.klasen-martin@crestbridge.com |  
T: +352 2621 5400

Harneys is a global offshore law firm with entrepreneurial thinking built around professionalism, 
personal service and rapid response. Open, progressive and personable, we provide advice on 
British Virgin Islands, Cayman Islands, Cyprus, Bermuda and Anguilla law to an international client 
base which includes the world’s top law firms, financial institutions, investment funds and private 
individuals. Our network is the largest among offshore law firms with more than 12 locations in 
major financial centres across Europe, Asia, the Americas and the Caribbean, allowing us to 
provide reliable and timely service of the highest quality to clients in their own languages and 
time zones.

Contact: bvi@harneys.com

www.crestbridge.com

www.harneys.com

CEPRES is the leading digital platform for investment analytics & data solutions for private capital 
markets. CEPRES began in 2001 as the Center of Private Equity Research and was the first to 
‘look-through’ private market funds to underlying deal and asset performance. CEPRES combines 
data exchange with SaaS solutions and expert analysis frameworks to empower LPs, GPs and 
related professionals to gain insights on their portfolio of funds down to single operating assets 
within a confidential yet fully flexible framework.
The CEPRES platform includes a network that connects buy-& sell-side market participants:LPs, 
GPs and other investment professionals can interact on one platform. To date over 2,300 GPs & 
LPs have securely exchanged investment data of over 7,300 funds and 743,000 deals worth over 
$26,8trn in Enterprise Value.
Contacts: Birgit Wiggert | birgit.wiggert@cepres.com | +49 89 232 495 610 
Diana Dragusin | diana.dragusin@cepres.com | +49 89 232 495 610www.cepres.com

Centaur delivers independent fund administration and regulatory services to hedge funds; private 
equity and real estate funds; insurance-linked securities funds; family offices; and institutional 
investors across the globe. Centaur itself is an international company and provides services to 
clients in Europe, the US and Asia. It has offices in Bermuda, Cayman, Canada, Dublin, London, 
Luxembourg, New Jersey and New York. Centaur’s success has lead to its significant growth and 
expansion since it was founded in 2009.

Centaur provides fund administration services to companies ranging from large institutions 
managing multiple billions in multiple fund products to boutique firms managing single strategies. 
Our comprehensive range of services includes fund administration, investor services and 
regulatory services.

Contact: Gavan McGuire | gavan.mcguire@centaurfs.com | +44 (0)20 3318 2737www.centaurfs.com

Alter Domus is a fully integrated Fund and Corporate services provider, dedicated to international 
private equity & infrastructure houses, real estate firms, private debt managers, multinationals, 
capital markets issuers and private clients. Our vertically integrated approach offers tailor-made 
administration solutions across the entire value chain of investment structures, from fund level 
down to local Special Purpose Vehicles. 

Founded in Luxembourg in 2003, Alter Domus has continually expanded its global service 
offer and today counts 40 offices and desks across five continents. This international network 
enables clients to benefit globally from the expertise of 2,000 experienced professionals active in 
fund administration, corporate secretarial, accounting, consolidation, tax and legal compliance, 
depository services and debt administration services.

Contact: Stuart Metzler | stuart.metzler@alterdomus.com | +352 481 828 3340www.alterdomus.com
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Since 1923, Wildgen has been at the heart of law practice in Luxembourg. It is today one of the 
best known and well-respected law firms in Luxembourg, possessing a strong track record and 
continuing to offer sound technical expertise in various practice areas such as investment funds 
and private equity.

Wildgen’s investment funds and private equity lawyers are regularly involved in the implementation 
of both alternative investment funds and retail funds in Luxembourg and have consequently 
developed a high level of expertise in those fields and a strong knowledge of related legislations. 
They assist clients from the preliminary analysis to the setting-up of the vehicle, following up with 
day-to-day advice.

Contact: Wildgen S.A. | info@wildgen.lu | (+352) 40 49 60 - 1www.wildgen.lu

LUXEMBOURG LAW FIRM

Established over 40 years ago, Trident Trust is still controlled by its founding families. Today, 
Trident Trust is a leading independent corporate, fiduciary and fund administrator, employing over 
900 staff across a global footprint that spans Africa, the Americas, Asia, the Caribbean, Europe 
and the Middle East.

 

Contact: Richard van ‘t Hof | rvanthof@tridenttrust.com | +352 26 30 28 48www.tridenttrust.com

www.tmf-group.com

We make a complex world simple.

TMF Group is the leading provider of administrative support services for international business 
expansion – organically or through M&A – and investment funds.

With close-knit teams of some 7,800 in-house experts – on the ground in over 80 locations – we 
are the only company worldwide to provide the combination of fiduciary, company secretarial, 
accounting and tax and HR and payroll services essential to the success of businesses investing, 
operating and expanding across multiple jurisdictions.

We know how to unlock access to some of the world’s most attractive markets – no matter how 
complex – swiftly, safely and efficiently. That’s why over 60% of the Fortune Global 500 and FTSE 
100 and almost half of the top 300 private equity firms use us.

Contact: Anna Kozminska | anna.kozminska@tmf-group.com | +31 20 54 0 89 56

RFA is a unique IT, financial cloud and cybersecurity provider to the financial services and 
alternative investment sectors, redefining the future of technological support. Through our R&D, 
DevOps, automation and machine-learning capabilities, RFA provides clients with customised 
workflow and IT strategies to bring tomorrow’s edge, today. RFA has been serving its alternative 
investment client base for 30 years and now works with over 800 clients across 7 global locations 
and brings together a seasoned executive team and over 200 highly skilled consultant technicians. 
RFA’s team provides clients with infrastructure, collaboration, cybersecurity and business process 
solutions that are both best-in-class and system-agnostic, supported by expert staff and offered 
as a 24/7 service.

Contact: George Ralph | info@rfa.com | +44 (0)20 7093 5010www.rfa.com

Founded in 2010, Lawson Conner helps financial services firms navigate through the complexities 
of compliance and regulations in the UK, US and Asia using innovative solutions which save time, 
reduce risk and increase efficiency. We assist clients with fund structuring of their investment 
vehicles, AIFM ManCo Services (small and large scope), regulatory hosting and appointed 
representative services as well as outsourced managed compliance and KYC/AML services.

In 2018 Lawson Conner became part of IQ-EQ. IQ-EQ is the world’s fourth largest global investor 
services firm (by revenue) and currently employs over 2,450+ people across 23 jurisdictions.

Contact: Andrew Frost | afrost@lawsonconner.com | +44 (0)20 3696 2568

www.lawsonconner.com
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