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risk capital investment company (Sicar) and 
the specialised investment fund (SIF), as well 
as a partnership structure that practitioners 
say can provide effectively the same benefits 
as limited partnerships established in the 
Channel Islands or the UK.

It is against these jurisdictions, which 
up to now have accounted for a large 
proportion of Europe’s private equity sector, 
that Luxembourg now measures itself, and 
industry members say it does not come 
up short – as evidenced by the number of 
specialist alternative fund administration 
firms from the UK, Jersey and Guernsey that 
are looking at establishing a Luxembourg 
presence or have already opened an office 
there.

Members of Luxembourg’s private equity 
industry are optimistic about the future 
despite the slowdown that has sharply 
curbed growth in the sector, from fundraising 
for new vehicles to buyout transactions 
and especially exits, over the past couple 
of years. They cite growing international 
interest in the grand duchy as a domicile 
for both fund and transaction vehicles and 
as a centre for service providers such as 
administrators and custodians.

In particular, there is confidence that 
Luxembourg is well equipped to meet the 
industry’s needs with a range of vehicles that 
have been tailored to the requirements of the 
international financial industry, including the 
financial participation company (Soparfi), the 
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Sicar changes bring 
private equity boost

By olivier Sciales and Rémi Chevalier

Luxembourg has long been a significant 
domicile for private equity vehicles but 
the jurisdiction has emerged as a major 
European centre for the industry since the 
introduction of the Sicar, or risk capital 
investment company, five years ago. Now 
a series of changes to the rules governing 
Sicars that were enacted last year promises 
to consolidate Luxembourg’s role, even 
at a time when the private equity industry 
is battling to adapt to a much-changed 
economic and financial environment.

The legislation of October 29, 2008 
allows the promoters of private equity 
funds to create segregated compartments 
in a Sicar, putting the vehicle on the same 
basis as Specialised Investment Funds, 
which are widely used for a broad range of 
Luxembourg-domiciled alternative investment 
products. The changes restore the Sicar’s 
position as the vehicle best suited to private 
equity funds because unlike the SIF, it is not 
subject to risk diversification rules.

The private equity industry has also used 
financial participation companies, or Soparfis, 
but today Sicars have become the vehicle 
of choice for investments that meet the 
regulator’s definition of risk capital because 
of the greater flexibility they offer compared 
with SIFs and Soparfis. Sicars are fully 
taxable companies – although all income 
from transferable securities is exempt – and 
thus are in principle in a position to benefit 
from Luxembourg’s network of double 
taxation treaties.

Today a surge of interest from promoters of 
funds investing in distressed companies has 
helped to push to nearly 220 the number of 
Sicars established since the law was enacted 
on June 15, 2004. Luxembourg also stands 
to benefit in the future from the concerns 
expressed by the world’s largest countries 
about regulation in offshore financial centres, 

and moves to require greater transparency 
and oversight of alternative investment 
managers and their products.

Over the past two years the Luxembourg 
authorities and particularly the Association 
of the Luxembourg Fund Industry, Alfi, have 
made vigorous efforts to promote the country 
as an international funds jurisdiction to a 
global audience. They have stressed the 
central role of the regulator, the Financial 
Sector Supervisory Authority (CSSF), and 
the requirement for funds to have a locally 
licensed administrator and custodian. In the 
current market environment, Luxembourg’s 
ability to offer regulated alternative 
investment vehicles is an important asset.

The success of the private equity sector 
and of Luxembourg’s fund industry in 
general owes much to the strength in depth 
of its workforce, which includes many 
talented professionals from the neighbouring 
countries of Belgium, France and Germany 
as well as further afield. The country has 
always provided a welcoming environment 
to skilled individuals and has become a 
major generator of high-quality jobs within 
the wider cross-border region. It also helps 
that Luxembourg also offers an attractive 
tax environment for financial and other 
companies, although it is certainly not the 
tax haven it is sometimes caricatured to be.

While the past year has seen 
unprecedented turbulence within the 
European and global fund industry, there is 
every reason to believe that with its proven 
ability to develop innovative products and 
– as with the Sicar – to fine-tune its offering 
to meet the needs of fast-moving and 
dynamic market, Luxembourg is well placed 
to build on its reputation for providing the 
skilled services and regulatory certainty that 
the private equity sector will require in the 
future. n

Olivier Sciales (top) and 
Rémi Chevalier are partners 
with Chevalier & Sciales in 
Luxembourg
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3 A wide range of factors underlie 
Luxembourg’s emergence as a leading 
centre for private equity activity over the 
past five years, but local professionals cite 
in particular the willingness of the political 
authorities to follow the industry’s lead in 
devising legislation that offers an attractive 
environment for private equity, and the 
openness and flexibility of the regulator, 
the Financial Sector Supervisory Authority 
(CSSF).

They also point to the quality of a 
workforce that has enabled firms to 
develop skilled private equity teams in a 
relatively short space of time. In addition, 
they say, efforts by the government and by 
the industry body, the Association of the 
Luxembourg Fund Industry (Alfi), to promote 
the jurisdiction to professionals abroad, 
notably in the US, the Middle East and Asia, 
are starting to bear fruit.

“Luxembourg has positioned itself 
strongly over the past two years, especially 
to encourage the development of the SIF 
as an alternative fund vehicle,” says Olivier 
Sciales, a partner with Luxembourg law firm 
Chevalier & Sciales. “Alfi and the government 
have emphasised the fact that funds have 
a Luxembourg custodian and administrative 
agent supervised by the regulator. It’s been 
very advantageous for Luxembourg to 
promote a regulated vehicle in an economic 
environment where the trend globally is 
toward much greater regulation of alternative 
funds.”

Sciales notes that for more than two 
decades Luxembourg’s financial industry 
has acted as a magnet for skilled individuals 
from neighbouring regions of Belgium, 
France and Germany, as well as bringing in 
experienced professionals from all round the 
world. Over the same period the country has 
become more business-friendly by lowering 
both individual and corporate income tax 
rates to levels competitive with most other 
EU member states.

“Luxembourg has been a big generator 
of skilled jobs within the region and the 
expertise of its workforce has grown steadily 
over the years,” he says. This has also been 
a factor in the industry’s cost base, once a 
source of serious concern to its leaders and 
to the authorities, moving to a much more 
sustainable level.

It helps, of course, that the Grand Duchy 
has been a centre of domicile and servicing 
activity for the European cross-border retail 
fund industry for the past two decades and 
that it has long handled a small number of 
alternative funds aimed at professional and 
institutional investors despite the lack of 
a legal framework specifically designed to 
accommodate them.

In addition, the launch in the 1980s of 
the Soparfi – itself conceived in part as a 
replacement for the venerable Luxembourg 
holding company introduced in 1929 – offered 
private equity firms and others a particularly 
suitable intermediate vehicle for cross-
border acquisitions. “US or UK funds that 
invest in countries like Germany or France 
use intermediary Luxembourg Soparfis as 
SPVs for tax optimisation purposes, using 
the double taxation treaties concluded by 
Luxembourg,” says Alain Kinsch, a partner 
and head of private equity at Ernst & Young 
Luxembourg.

It is technically possible to use Soparfis 
to structure private equity fund vehicles, but 
Luxembourg played a relatively small role in 
this area until the introduction in June 2004 
of the Sicar as a fully taxable corporate 
vehicle specifically designed to attract private 
equity buyout and venture capital business. 
Then in February 2007 it was followed by the 
SIF, a fund aimed at all kinds of alternative 
managers with a light-touch regulatory 
regime that notably allows funds to be 
launched before authorisation documents 
have to be filed with the CSSF.

Industry professionals say that for a 
while the SIF stole some of the Sicar’s 
thunder because, while the fund has 
certain disadvantage as a private equity 
vehicle, such as risk diversification rules, 
it did offer the considerable advantage of 
allowing the creation of sub-funds within 
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the overall structure. However, the disparity 
has now been remedied with the passage 
of legislation last October that added this 
feature to the Sicar, which as a result is 
again gaining popularity for private equity 
funds.

“Giving the Sicar the ability to have 
compartments and umbrella structures will 
improve its attractiveness,” says Vincent 
Lebrun, a tax partner and private equity 
leader with PricewaterhouseCoopers in 
Luxembourg. “It is a good example of 
Luxembourg being flexible and moving in a 
virtuous circle. SIFs took a lot of interesting 
features from the Sicar in terms of flexible 
investment guidelines, and it brought 
umbrella capabilities to the table. Then the 
Sicar added that capability. The regulator 
deserves praise for being active in seizing 
opportunities to improve the product.”

Lebrun also believes that the ability to 
offer a regulated fund vehicle will prove 
increasingly compelling to private equity 
houses, although the effect will only 
gradually become visible as the industry’s 
life cycle progresses and older funds come 
to the end of their lives, giving place to new 
vehicles. “Existing private equity funds will 
disappear and new ones will be created, and 
there will be more small- and mid-cap funds 
in the future,” he says. “These new funds will 
look to vehicles that are regulated to some 
extent, for the simple reason that it provides 
a certain level of comfort to potential new 
investors. That’s where Luxembourg could 
be quite attractive.”

This is all the more important at a time 
when the European Union has unveiled draft 
legislation designed to ensure continent-
wide standards of regulation for all types 
of alternative fund. Although details of the 
Directive on Alternative Investment Fund 
Managers have yet to be finalised, and the 
current version is under attack from both 
from critics that argue it imposes intolerable 
burdens on the industry and others who 
believe it does not go far enough, it seems 
inevitable that in future the sector will be 
subject to a greater degree of regulatory 
oversight, and that institutions will be under 
pressure to justify investment decisions to 
their own stakeholders.

In the meantime, according to Kinsch, the 
industry is having to adapt to an economic 

environment very different from the one that 
nurtured the global private equity boom in 
the middle years of this decade. “The crisis 
has had a dual impact upon Luxembourg,” 
he says. “First, fewer private equity funds 
are being launched and planned funds are 
being delayed, not particularly because 
general partners face problems attracting 
money from investors but more because 
they think prices in the market will continue 
to decline.

“So there is a quantitative decline in the 
number of new funds, but also a qualitative 
shift in the type of funds being launched. 
There are more niche funds that concentrate 
on either a particular geographical area or 
industry sector. They tend to be smaller in 
size because there is not much leverage 
around. But there is also a trend toward 
anything related to renewable energy, in 
areas such as wind and solar energy, Kyoto 
Protocol carbon credits, heavy infrastructure 
projects, land and timber. And more and 
more private equity houses are getting 
interested in financial services.”

At the transaction vehicle level, he says, 
there is a switch from new acquisitions to 
restructuring of existing portfolio companies, 
many of which were laden down with debt 
during the boom years when leverage was 
freely available, cheap and had few strings 
attached. “A lot is happening involving 
restructuring of portfolio companies that are 
no longer able to repay their debt because 
they don’t have the cash,” he says.

Adds Jean-Michel Schmit, a Luxembourg 
partner with Benelux law firm NautaDutilh: 
“Activity has slowed, investors are very 
prudent or cannot afford to put more money 
into private equity structures, so cash flow 
has slowed and also acquisitions. Private 
equity houses are also paying close attention 
to making sure their existing portfolio 
companies are not going bankrupt.

“However, quite recently a feeling has 
emerged that rock bottom has been reached 
and that we should get ready to think about 
investing again not too far in the future, 
because everything is very cheap and there 
may be a lot of opportunities. Plenty of funds 
still have lots of money, and the choice must 
be made whether that should be invested 
to put existing portfolio companies in better 
shape or in other acquisitions.” n
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Vincent Lebrun is a tax partner 
and private equity leader with 
PricewaterhouseCoopers in 
Luxembourg

Growth set to revive 
as industry regroups

By vincent lebrun
In Luxembourg as elsewhere in the world, 
the private equity industry has suffered 
from the impact of the credit crunch, which 
has slashed bank funding for buyouts and 
forced private equity firms to re-examine their 
business models. In addition, the industry 
now faces a potential extra burden from 
European Union legislation that proposes 
a range of new regulatory obligations on 
managers of alternative funds.

But there is reason to believe that as 
economic conditions improve and activity in 
the sector revives, the grand duchy is well 
placed to play an increasingly important 
role, not only as a domicile for funds and 
acquisition vehicles and as a repository of 
third-party administration expertise, but as a 
centre for management functions. And greater 
oversight may also benefit Luxembourg 
given the flexible but effective regulation 
of alternative funds by the Financial Sector 
Supervisory Authority (CSSF).

A decade ago Luxembourg was used 
mainly as an intermediate jurisdiction by the 
private equity industry, which used normal 
taxable entities as acquisition vehicles. Since 
then, however, the jurisdiction has benefited 
from the introduction in 2004 of the Sicar, a risk 
capital company specially designed for private 
equity and venture capital investment, and two 
years ago of the Specialised Investment Fund 
(SIF), a flexible regulatory structure aimed at 
alternative investment managers.

There is a clear trend toward the 
increasing use of Sicars and SIFs for private 
equity funds, despite the constraints of the 
credit crisis. The attractiveness of the Sicar 
has also been increased by changes last 
year that allowed them to contain multiple 
legally distinct compartments within an 
umbrella structure. Fund structures have also 
been implemented recently under the legal 
form of a partnership.

Already a well-established jurisdiction 

for the servicing of traditional mutual funds, 
Luxembourg is building up its capabilities 
in areas such as administration, audit, legal 
services and tax advice for private equity 
and other alternative investment sectors. The 
base of skills and expertise is also being 
boosted by a trend among leading European 
private equity houses to open offices in 
the grand duchy whose staff manage their 
structures on a day-to-day basis.

But perhaps the most important 
development in the industry is the 
global move toward greater regulation of 
alternative investments, which is prompting 
fund promoters to turn from offshore 
to onshore structures. Luxembourg 
has already developed the light-touch 
regulation appropriate for vehicles aimed 
at sophisticated investors, which in turn 
are looking more favourably at regulated 
structures for prudential reasons of their own.

The future development of the private equity 
industry presents a challenge to Luxembourg 
to keep pace with the latest trends and 
opportunities, such as the current interest in 
distressed debt. Developing top-class industry 
expertise is essential as the sector looks to 
react quickly to maximise opportunities such 
as legal changes in different countries, the 
emergence of new strategies or investment in 
new types of asset.

Multi-faceted service providers such 
as ourselves have established dedicated 
private equity departments bringing 
together advisors, accountants and auditors 
specialised in the field, and the onus is 
on Luxembourg’s financial industry as a 
whole to ensure the right skills are available 
to meet the market’s requirements. The 
country’s impressive reputation as a financial 
centre of excellence is already helping to 
attract private equity business, and the 
opportunity is there to move its role as an 
industry hub to the next level. n
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Luxembourg’s role as a centre for private 
equity activity is benefiting in different 
ways from the new global focus on greater 
supervision of alternative funds, even those 
aimed at institutional and other supposedly 
sophisticated investors, and the increased 
scrutiny of tax arrangements that have 
enabled fund providers and their investors to 
benefit from the domiciling of management 
entities, funds and transaction vehicles in 
so-called tax-neutral jurisdictions, including 
classic offshore centres but also countries 
like the grand duchy.

As a provider of regulated fund vehicles 
and companies, Luxembourg offers a full 
range of structures that enable private 
equity houses to structure investments 
in an efficient way; as a centre of fund 
administration expertise, it has expanded 
from its traditional strength in retail long-only 
investments to embrace hedge funds, private 
equity, property, funds of alternative funds 
and even more exotic asset classes; and 
in response to a clampdown on ‘mailbox’ 

fund management companies, private equity 
firms are creating a genuine presence on the 
ground in the grand duchy, taking advantage 
of the abundance of skilled and experienced 
personnel.

“Several private equity houses have been 
increasing their substance,” says Alain 
Kinsch, head of private equity at Ernst & 
Young. “The initial trigger event has been 
the tax question, with foreign authorities 
asking firms to demonstrate substance in 
Luxembourg. First they set up an office 
with a couple of people, then they discover 
that ultimately it is cheaper to have all their 
structures administered in Luxembourg, 
because it is particularly efficient and 
cost-effective to do everything to do with 
administration and accounting here.”

One of the pioneers of this move was 
CVC, which describes its Luxembourg 
office as its headquarters, but Kinsch says 
other firms that have moved on from tax 
considerations to operational effectiveness 
include Carlyle Group, which is reported 

Luxembourg to benefit 
as pendulum swings 
toward regulation

By Simon Gray
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to have as many as 30 staff in its office, 
BC Partners, Cinven, Oaktree and Warburg 
Pincus, in addition to a cluster of genuinely 
home-grown venture capital firms such as 
Mangrove Partners, which was famously an 
early investor in Skype.

The Luxembourg staff typically include 
lawyers, tax experts and accountants, and 
the offices may be used for board meetings 
as well as for working on transactions in 
neighbouring countries such as Germany. 
This trend has been a significant contributory 
factor in the growth of the country’s private 
equity community, Kinsch says: “Two months 
ago we hosted a private equity breakfast on 
the topic of valuation in turbulent times. We 
had only 60 seats, and it was booked up 
in two days. Five years ago there’s no way 
we would have been able to get 60 private 
equity people in Luxembourg.”

Vincent Lebrun, a tax partner and private 
equity leader at PricewaterhouseCoopers, 
argues that this trend ties in with the 
development of the country’s third-party 
private equity administration sector. 
“Luxembourg has a good reputation and 
a lot of clients are coming directly here,” 
he says. “We just need to be sure that 
those people will be satisfied by the quality 
of service they receive. This has been 
understood by the local market, which is why 
we see more and more specialists. And the 
fact that some of the biggest private equity 
houses are opening offices in Luxembourg 
and putting staff there to manage their 
structures on a day-to-day basis very much 
helps the quality of our products.”

The administration industry has been 
swelled by the expansion of traditional 
long-only fund administrators, including 
both banks and specialist providers, into 
alternatives, as well as the arrival of firms 
from Jersey, Guernsey and the UK, the 
traditional centres of European private 
equity activity. The former category includes 
European Fund Administration, created in 
the 1990s from the fund services business of 
four local banks and now one of the leading 
players in the sector, which launched EFA 
Private Equity early last year.

“A business line focusing on real estate 
and private equity, it’s a completely different 
set-up with its own people and systems 
because it’s a very specialised field,” says 

EFA’s head of product development and 
marketing Christophe Lentschat. “After doing 
some research we came to the conclusion 
that the processes we needed to put in 
place were completely different both on the 
accounting side and the transfer agency 
side.”

Lentschat says the new business has 
enjoyed very strong development over its first 
year and continues to grow rapidly despite 
the general slowdown in the private equity 
market, with 40 sub-funds and EUR1.3bn in 
assets under administration at the end of 
last year. “Private equity is still an asset class 
lowly correlated to others,” he says. “And in 
the property sector we see a lot of people 
using Luxembourg vehicles for structuring 
real estate deals.”

It helps that EFA is a well-regarded 
name in the European investment industry 
with more than EUR100bn in assets under 
administration at the end of last year, and 
the private equity business has benefited 
from some cross-selling to existing clients. 
“EFA appeals a lot to private banks because 
of the backing of our shareholders, but also 
the mindset to serve the high end of the 
market, typically private banks that set up 
products for their clients with a mix of real 
estate, private equity and traditional assets,” 
he says.

“Some banks for which we have been 
servicing traditional funds are now creating 
more sophisticated products. At the same 
time, a lot of people who were working for 
large organisations in dealing rooms or on 
the sales side may end up creating their own 
boutiques. We are seeing a lot of contact 
with people who are looking to create their 
own independent businesses.”

Lentschat’s optimism is shared by José-  14
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head of private equity with 
Ernst & Young Luxembourg

Industry shifts focus 
amid global change

By alain Kinsch

The second area in which Luxembourg’s 
private equity sector has experienced 
the impact of the global financial crisis 
and economic downturn is at transaction 
level, where for example US or UK funds 
that invest in countries such as Germany 
or France use Luxembourg Soparfis as 
intermediary vehicles for tax optimisation 
purposes, using the network of double 
taxation treaties concluded by Luxembourg.

This type of business has also 
experienced less a drop in activity than a 
qualitative shift. There is now a focus on 
private equity portfolio companies that are 
struggling to repay debt incurred through 
highly leveraged acquisitions during the 
boom years. This entails restructuring across 
the entire private equity value chain from the 
fund to the investment.

Last year Luxembourg made major strides 
toward establishing itself as the third major 
centre for private equity services in Europe, 
alongside London and the Channel Islands. 
Many big traditional fund administration 
players have begun to launch private equity 
administration, while specialist boutiques 
from London, Jersey and Guernsey are 
well advanced in their plans to come to 
Luxembourg. Two or three years ago such 
firms preferred to wait and see, unsure 
whether Luxembourg would really take off 
as a private equity centre, but now they 
are opening offices or buying out a local 
provider.

Last year Ernst & Young expanded its 
private equity business by more than 25 per 
cent to well over 100 dedicated private equity 
professionals. The new arrivals include 
partners who have relocated to Luxembourg 
from the UK and Germany – the kind of 
people who would only come here if the 
development of the business matched their 
professional ambitions. n

After enjoying impressive growth over the 
past four years, the Luxembourg private 
equity sector has had to confront a different 
market environment over the past 12 months. 
While the industry has continued to grow, 
significant changes can been seen in the 
style and strategy of new funds, in the kind 
of transactions that are taking place, and in 
the market for private equity administration 
and other services that has grown up over 
the past few years.

The past year has seen a slight decline 
in the number of private equity funds being 
established, admittedly from a high level in 
previous years, in part the result of general 
partners deciding to delay the raising of new 
funds. In many cases this is not because 
they would have problems attracting money 
from investors but because they believe 
prices in the market will continue to decline 
and that investment is better deferred.

Meanwhile, there has been a qualitative 
shift in the type of funds being launched, 
with an upsurge in the establishment of 
niche funds that specialise in a particular 
geographical area or industry sector. These 
funds are still traditional private equity funds 
but they are in general smaller than those 
launched in the recent past and tend to 
focus on equity-financed deals because 
leverage has largely dried up.

At the same time, however, there is also 
an extremely prominent trend among firms 
to move away from traditional private equity 
funds toward investments related to renewable 
energy. Funds have been launched by private 
equity houses that have been building up 
new expertise in areas such as wind and 
solar energy, Kyoto Protocol carbon credits, 
very heavy infrastructure projects, land and 
timber. In parallel, more private equity firms 
are becoming interested in financial services 
companies at their current very low valuations.
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Benjamin Longrée, managing director of 
Caceis Bank Luxembourg, who says: “One 
area of the business that is expanding very 
rapidly is private equity and real estate. To a 
certain extent this is because these products 
are successful thanks to their link to the real 
economy and the fact that in contrast to a 
Ucits III fund, private equity has an influence 
on portfolio companies.”

He argues that the most professional 
alternative managers protect their business 
during tough economic times through 
their readiness to conduct a dialogue with 
investors. “While clients’ assets may have 
fallen in value, the important thing is not 
just the quality of the portfolio but of the 
manager’s relationship with investors. Very 
professional asset managers maintain 
an excellent relationship with institutional 
and high net worth investors, and explain 
everything that is happening with great 
transparency on an ongoing basis.”

Chris Adams, global product head for 
alternative funds at the Luxembourg branch 
of BNP Paribas Securities Services, notes 
that with the classic private equity industry 
constrained by the effects of deleveraging, 
the biggest area of growth recently for both 
Luxembourg and the Channel Islands has 
been in private equity funds holding real 
estate.

“Real estate is the major driver of growth, 
for a number of reasons,” he says. “There 
is a perception in some markets that it’s 
getting close to the bottom. Real estate is 
traditionally a more opportunistic asset class, 
so we see private equity structures investing 
predominantly in real estate, infrastructure 
and businesses like timber. Last year 
European managers raised more than 
USD100bn, more than the US for the first 
time, but how many big private equity deals 
are happening?”

In addition to real estate-oriented vehicles, 
Adams says clients are also launching 
distressed debt funds in a private equity 
structure, whereas previously they might 
have employed a hedge fund structure. “With 
distressed structures, we look at whether the 
manager is really embedded in this industry 
or whether they are more of an opportunistic 
player. We’re much more interested in people 
doing it for five or 10 years.

“We also need to know whether 

the manager will be able to respond 
appropriately to corporate events. What 
happens when the bonds default? It’s our 
job to make sure the investors are protected, 
so what’s important is that managers 
understand all the kinds of corporate events 
related to that type of investment. It’s vital 
that we have confidence and comfort in the 
organisation we are delivering services to.”

Adams believes that an important 
issue for the private equity industry is the 
problem of how to exit from investments. 
“For traditional private equity funds, there 
are four ways to get their money out: 
listing, trade sales, management buyouts 
or restructurings,” he says. “You won’t 
get much money on the stock market. 
We’re beginning to see some trade sales 
in the pharmaceuticals industry, but 
it’s sector-specific, and in banking and 
financial services – but for other reasons. 
Management buyouts require leverage, which 
has gone, and so does restructuring.

“Leverage-oriented deals have historically 
accounted for about 60 per cent of exits. 
There may be acquisition opportunities, but 
people will be worried exits six, eight or 10 
years down the line. You have to hope things 
will have got easier, but that will still be a 
concern on investors’ minds.”

In terms of competitiveness, however, 
industry members are confident that the 
grand duchy will continue to develop its 
appeal as a jurisdiction for private equity and 
other alternative funds. Olivier Sciales of law 
firm Chevalier & Sciales cites the role of the 
Luxembourg Stock Exchange in the listing 
of both foreign and Luxembourg funds. “Not 
only do many institutions require a listing, 
but it can also offer tax benefits,” he says. 
“In some jurisdictions the transfer of units 
may be treated differently from subscriptions 
and redemptions, and it can also offer a 
marketing advantage.”

Lentschat adds: “Luxembourg has come 
a long way as a domicile and service centre 
for alternative funds from where we were 10 
years ago, with its new regulations but also 
the development of service providers such 
as lawyers, tax advisers and other expertise. 
We have also been served by events in that 
when you see a push toward more and 
more regulation, Luxembourg compares well 
with other jurisdictions.” n

inDuStRY

11 


