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Introduction

Facts on non-banking credit intermediation

Non-bank credit intermediation has

become a key pillar of the European
financing ecosystem. Since the 2007-08
financial crisis, tighter banking regulation
and higher capital requirements have
constrained traditional bank lending, creating
opportunities for private debt strategies.

Consequently, private lending has grown
rapidly and now plays a central role in
supporting the real economy, complementing
bank financing and enabling businesses to
access capital more efficiently. In an era of
geopolitical uncertainty and inflation, private
lending has shown itself to be resilient, thanks
to floating-rate structures and shorter maturi-
ties. Although periods of economic stress can
affect borrowers, this asset class is well placed
to withstand inflationary pressures and con-
tinues to offer appealing risk-return profiles.

Debt funds play a vital role in balancing
liquidity supply and demand, helping
businesses to raise capital and stimulate
economic growth. Regulated funds or
alternative investment funds (AlIFs) managed
by a regulated alternative investment fund
manager (AIFM) provide an ideal tool and
framework for non-bank financing solutions.

Debt funds and banks are working together to
finance the real economy by providing capital
to SMEs, such as the German Mittelstand, as
well as investing in infrastructure and real
estate assets. Bank lending alone does not
provide the economy with the necessary
financing to support strong economic growth.

Liquidity is also required during
periods of stress and rapid growth.

Recent regulatory developments have further
strengthened the European framework for pri-
vate lending, including cross-border activities.

The revised European Long-Term Investment
Fund framework (ELTIF 2.0) increases flexibility
and facilitates diversification and distribution.
This makes it an increasingly attractive
structure for loan-origination strategies.

The revised Alternative Investment Fund
Managers Directive (AIFMD 2) is a harmonised
set of rules for loan-originating AlFs across
the EU. It ensures a level playing field while
maintaining investor protection. All loan-orig-
inating AlFs in the EU must now comply with
a diversification requirement, leverage caps
and a risk retention requirement. AIFMs must
also now select at least two liquidity man-
agement tools from a predefined list. These
measures provide additional safeguards and
reinforce the robustness of the asset class.

Securitisation remains a vital means of
supporting the supply of credit, enabling
banks to refinance portfolios, optimise capital
and diversify funding sources. Luxembourg
offers a highly flexible securitisation
framework dedicated to this purpose,

which goes beyond the EU regime and

is widely used in debt fund structures.

While the Sustainable Finance Disclosure
Regulation (SFDR) is under review, most
Luxembourg private debt funds are currently
classified under Article 6 SFDR (71%), followed
by Article 8 SFDR (25%) and Article 9 SFDR
(4%). Article 6 SFDR covers funds that do

not integrate sustainability factors into their
investment process. Article 8 funds promote
environmental or social characteristics, or a
combination of both, while Article 9 funds
must have a sustainable investment objective.



Why Luxembourg

With an average growth in assets under
management (AuM) of 24.7% in 2024,
compared to 2023, private debt has
consistently been among the fastest-growing
segments of Luxembourg’s alternative funds
ecosystem’. In line with recent years' trends,
49% of debt funds have AuM of up to EUR
100 million® Around 28% are mid-sized
funds, that is, those with a net asset value
between EUR 100 million and EUR 500 million.
Finally, large funds, ranging from EUR 500
million to EUR 5 billion, represent 23%.

The key benefit of Luxembourg is

the high-quality and reliable financial
framework on offer, enabling efficient
structuring and seamless cross-border
distribution of complex strategies.

Ideally positioned at the heart of Europe,
Luxembourg is well placed to help global
debt funds navigate the complexities of the
European financial market. It is a stable and
trusted jurisdiction, particularly with regard
to taxation. The Luxembourg regulator has
long offered legal certainty by confirming
that AlFs can engage in loan origination
and loan participation/loan acquisition®.

With 73% of Luxembourg’s private debt

funds invested in the EU and 77% of

investors based there, Luxembourg is clearly
positioning itself as the leading platform

for pan-European distribution. This is true
both in terms of assets under management
and in terms of Luxembourg's share of
cross-border funds worldwide. The country
can also draw on about 40 years of experience
of supporting and servicing debt funds.

Over 90% of the world's top 30 debt fund
managers are active in Luxembourg, and
this is not expected to change®. Luxembourg
offers an unparalleled range of solutions

for debt funds. Luxembourg debt funds

can originate® and participate in loans, and
accommodate all types of debt strategies,
including investments in secondaries,
mezzanine, and distressed loans.

Luxembourg offers a highly flexible toolbox
of structuring solutions. Debt funds may

be regulated or indirectly supervised, and
they may take any legal form permitted in
Luxembourg. They can be stand-alone or
have compartments, and can be open-ended,
semi-open-ended or closed-ended.

The most popular private lending vehicles in
Luxembourg are the Luxembourg Specialised
Investment Fund (SIF) and the Luxembourg
Reserved Alternative Investment Fund (RAIF).
SIFs are popular with debt fund managers due
to their flexible investment policy and regu-
latory regime. This vehicle is also well estab-
lished, having been available for a decade.

The RAIF is an attractive alternative to the
SIF. It offers the same features and flexibility
as the SIF, but with a streamlined regulatory
approach and supervision at the AIFM level.
This enables a faster time-to-market. In
recent years, there has been a decline in
the launch of SIF vehicles in favour of RAIFs.
The Luxembourg special limited partnership
(société en commandite spéciale, or SCSp)
remains the preferred indirectly supervised
vehicle for private debt fund managers
(that is, 80% of indirectly supervised private
lending vehicles are currently SCSp).

Within a debt fund structure, securitisation
vehicles that are subject to the Luxembourg
law of 22 March 2004 on securitisation

are commonly used as access or feeder
vehicles. Following the amendment to the
law in 2022, Luxembourg securitisation
vehicles have become even more flexible.
They can now be 100% loan-financed

and accommodate active management

of debt portfolios, among other things.

Luxembourg offers a pragmatic, flexible
and well-established legal framework

for structuring and operating alternative
investment funds. This is further reinforced
by the long-standing, trusted relationships
between the Luxembourg regulator and
its counterparts in other countries.

Luxembourg attracts a highly skilled and
international workforce, drawing talent
from across Europe and beyond. With over
180 nationalities represented, the country’s
multilingual environment is particularly well
suited to cross-border financial activities.

Finally, Luxembourg is at the forefront of
digitalisation and artificial intelligence

development to support the sustainable
growth of the debt fund industry. Blockchain
technology certainly plays a key role in the
digitalisation of the private debt landscape.

1 — ALFI/KPMG Private
debt funds survey
2022, page 5.

2 — ALFI/KPMG Private
debt fund survey 2025,
page 10. The survey

is based on data

from 13 depositaries
acting on the

market, representing
1500 (sub-)funds
investing in private debt.

3 - See CSSF FAQ
on the AIFM law.

4 - This is the result of
information included
in the ALFI/KPMG
Private debt fund
survey 2025 compared
to Private Debt
Investors (PDI) data.

5 - No loans may
be made to retail
borrowers/consumers.


https://www.cssf.lu/en/Document/faq-alternative-investment-fund-managers
https://www.cssf.lu/en/Document/faq-alternative-investment-fund-managers
https://www.cssf.lu/en/Document/faq-alternative-investment-fund-managers

Example of a typical debt funds structure

Investors Investors

Equity/notes

Lux feeder Equity/notes

Lux fund*

Luxembourg

Lux securisation/
Intermediary vehicle/

Local securisation Local intermediary
vehicle vehicle

Debt Debt Debt Debt
portfolio portfolio portfolio portfolio
country A country B country C country D

* The Lux fund can

take various forms. It
can be approved and
supervised by the CSSF
(for example, under
Part Il of the 2010 Law,
or as a SIF or SICAR),

or it could not be
approved, but indirectly
supervised (for instance,
as a RAIF, oras a
company or partnership
not governed by

the RAIF Law).

Please refer to the
comparative tables on
the following pages.

Depending on the
investors’ profiles,
a Luxembourg
fund may also be
invested in through
a feeder vehicle.



Legal considerations

Distribution

EU passport”
Private placement?®
Reverse solicitation®

11/ l= el e 9 Professional investors
investors

Non-professional
(retail) investors

Types of companies

Contractual vehicles
Umbrella structures

Open-ended' and
closed-ended nature

Listing
Service providers

Structuring

(BN ETeV] [l Equity (E)/debt (D)
type securities

Diversification

requirements

1=l glle [VESE e Secondary market

strategies Origination

Eligible assets Senior and junior loans
Partly drawn credit
Receivables

Revolving credit
Securitised debt
Whole loans
Unitranche debt
Mezzanine debt

Supervision
and auditor

Supervision of
the vehicle

AIFM supervision

Auditor

Financial
reporting

Accounting standards
Valuation of the
loans: fair value or
amortised cost?

Yes
Yes
Yes
Yes

No

Limited partnerships"

No
No

Available

Available

Depositary (if managed by a
fully authorised AIFM)

E/D

Not applicable

Yes
Yes

Yes

No

AIFM registration regime or fully
authorised AIFM regime (passports)

Only if managed by a fully
authorised AIFM

IFRS, LuxGAAP or US GAAP

Both are possible under
certain circumstances

Yes
Yes
Yes
Yes

Yes'?
Limited companies Limited
partnerships™

Mutual funds
Available

Available

Available
Central administration
Depositary in Luxembourg
E/D

Maximum investments in
securities of the same type (e.g.
of the same bonds issuer)'

Yes
Yes

Yes

Yes

AIFM registration regime or fully
authorised AIFM regime (passports)

Yes

IFRS, LuxGAAP or US GAAP

Fair value (unless different
method provided for in the
constitutive documents)™

Yes
Yes
Yes
Yes

Yes'?

Limited companies Limited
partnerships™

No
Available

Available

Available

Central administration Depositary
based based in Luxembourg

E/D

As a rule, no requirements

Yes
Yes

Yes (provided that the beneficiaries/
underlying assets constitute risk capital)

Yes

AIFM registration regime or fully
authorised AIFM regime (passports)

Yes

IFRS, LuxGAAP or US GAAP

Fair value

6 — Not subject to the SIF,
SICAR, RAIF, UCI Part II
and Securitisation law.

7 — Upon appointment of
an EU authorised AIFM.

8 — National non-EU and EU
rules apply, as the case may be.

9 — Reverse solicitation: is

not a means of distribution

in itself, since it is assumed
that the potential investor
approaches the fund/asset
manager of their own account,
without any solicitation from
the fund/asset manager.

10 - To the extent that
they qualify as “Well-
Informed Investors”

11 - Limited partnerships
(sociétés en commandite
simples - SCS) with legal
personality and special limited
partnerships (sociétés en
commandite spéciales - SCSp)
without legal personality are
the preferred legal forms

for indirectly supervised

AlFs, but other legal forms
may also be an option (such
as limited companies like

the corporate partnership
limited by shares (société en
commandite par actions - SCA),
the public limited liability
company (société anonyme

- SA), or the private limited
liability company (société a
responsabilité limitée - S.ar.l.).
12 — For open-ended

funds, due attention

must be paid to liquidity
management and avoiding
maturity transformation.

13 — Please refer to the
investment limits as detailed
in CSSF Circular 25/901.

14 - Fair value is the

best market practice for
open-ended funds.



Legal considerations (continued)

15 — Regulation (EU)
2017/1129 of the
European Parliament
and of the Council

Securitisation vehicles UCI part Il funds
(subject to part Il of the law

of 17 December 2010)

(subject to the law of 22
March 2004, as amended)

Distribution EU passport”

Yes

Private placement?® Yes

Reverse solicitation® Yes

10 SR El e[S Professional investors Yes
investors Non-professional v

es

(retail) investors

Structuring Types of companies Limited companies Limited

partnerships™
Mutual funds
Available

Contractual vehicles
Umbrella structures

Open-ended12 and
closed-ended nature

Listing Available
Service providers

Available

Central administration Depositary
based in Luxembourg

[EX{I-We) KXY G1i (XM Equity (E)/debt (D) E/D
type securities

Diversification
requirements

risk capital (a SICAR- like RAIF)

1=l lglle (TS el Secondary market Yes
strategies Origination Yes

Eligible assets Senior and junior loans
Partly drawn credit

Maximum investments in securities of
the same type (e.g. of the same bonds
issuer) (a SIF-like RAIF), unless the RAIF
decides to opt for the SICAR tax regime
whereby it shall invest in qualifying

Subject to conditions of the
Prospectus Regulation'™

Yes
Not applicable
Yes

Yes (may trigger CSSF supervision)'®

Limited companies and partnerships

Securitisation funds
Available

Available
Available

Custodian for liquid assets (only for
supervised securitisation vehicle)

E/D (incl. full loan financing)

Not applicable

Yes
Yes (restricted)

Receivables
Revolving credit
Securitised debt
Whole loans
Unitranche debt
Mezzanine debt

Supervision
and auditor

Supervision of
the vehicle

AIFM supervision

Auditor
Accounting standards

Valuation of the
loans: fair value or
amortised cost?

Financial
reporting

Yes
(provided for the SICAR-like RAIF
that the beneficiaries/ underlying
assets constitute risk capital’)

Yes

No (unless securities are issued to

e the public on a continuous basis)

Fully authorised external

AIFM regime (passports) No (unless SV qualifies as AIF)

Yes Yes
IFRS, LUxGAAP (or US GAAP) LuxGAAP or IFRS

Fair value (unless different
method provided for in the
constitutive documents)'?

Both are possible

Yes

Yes
Yes
Yes
Yes'®
For SICAVs/SICAFs: Limited
partnerships Common funds

Mutual funds
Available

Available

Available

Depositary based in Luxembourg
(if managed by fully authorised
AIFM), Central administration

E/D

Risk diversification requirements
are detailed in CSSF Circular
25/901and are less stringent than
the ones in application for UCITS.

Yes
Yes

Yes

Yes

AIFM registration regime or
fully authorised AIFM
regime (passports)

Yes
IFRS, LuxGAAP or US GAAP

Fair value (unless different
method provided for in the
constitutive documents)

of 14 June 2017 on
the prospectus to

be published when
securities are offered
to the public or
admitted to trading on
a regulated market.

16 — Not applicable for
securitisation vehicles
falling outside the
scope of the AIFMD.
17 - Criteria

defining “risk capital
investments” are
included in CSSF
Circular 25/901.



About ALFI

The Association of the Luxembourg Fund
Industry (ALFI) represents the face and voice
of the Luxembourg asset management

and investment fund community across all
asset classes. The Association is committed
to the development of the Luxembourg
fund industry by striving to create new
business opportunities, and through the
exchange of information and knowledge.

Created in 1988, the Association today
represents asset management companies
and a wide range of businesses that serve
the sector. Luxembourg is the largest fund
domicile in Europe and a worldwide leader
in cross-border distribution of funds.

ALFI's mission is to lead industry
efforts to provide solutions and make
Luxembourg the most innovative
international investment fund centre.

Its main objectives are to:

Help members capitalise
on industry trends

ALFI's many technical committees and
working groups constantly review and analyse
developments worldwide, as well as legal and
regulatory changes in Luxembourg, the EU
and beyond, to identify threats and oppor-
tunities for the Luxembourg fund industry.

Shape regulation

An up-to-date, innovative legal and fiscal
environment is critical to defend and improve
Luxembourg's competitive position as a
centre for the domiciliation, administration
and distribution of investment funds. Strong
relationships with regulatory authorities, the
government and the legislative body enable
ALFI to make an effective contribution to
decision making through relevant input

for changes to the regulatory framework,
implementation of European directives and
regulation of new products or services.

Foster dedication to
professional standards,
integrity and quality

Investor trust is essential for success in
collective investment services and ALFI thus
does all it can to promote high professional
standards, quality products and services,
and integrity. Action in this area includes
organising training at all levels, defining
codes of conduct, transparency and good
corporate governance, and supporting
initiatives to combat money laundering.

Promote the Luxembourg
investment fund industry

ALFI actively promotes the Luxembourg
investment fund industry, its products and its
services. It represents the sector in financial
and in economic missions organised by

the Luxembourg government around the
world and takes an active part in meetings
of the global fund industry. ALFI is an active
member of the European Fund and Asset
Management Association, of the European
Federation for Retirement and of the
International Investment Funds Association.

To keep up with all the news
from ALFI and the fund industry
in Luxembourg, follow us on
LinkedIn, YouTube and Flickr.

For more information
visit www.alfi.lu

000



https://www.linkedin.com/company/alfi_2
http://www.youtube.com/user/ALFILuxembourg?feature=mhee
https://www.flickr.com/photos/94650069@N03/albums
http://www.alfi.lu
https://www.linkedin.com/company/alfi_2
http://www.youtube.com/user/ALFILuxembourg?feature=mhee
https://www.flickr.com/photos/94650069@N03/albums
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