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Over the last decade, the private debt fund industry in Luxembourg

has experienced strong and sustained growth, reinforcing its position

as a leading European hub for private debt. According to the ALFI/
KPMG private debt fund survey 2025, assets under management in the
Luxembourg private debt fund industry have increased by approximately
24.7%" (considering regulated funds and indirectly supervised funds)2.

Below are 10 compelling reasons that make Luxembourg an
attractive jurisdiction for establishing a debt fund.

Luxembourg: your gateway
to Europe and beyond

Setting up a Luxembourg debt fund managed by an authorised AIFM
enables pre-marketing and provides seamless access to the AIFM
management and marketing passports, facilitating growth through
investment from EU professional investors and various non-EU investors.

With 73% of Luxembourg's private debt funds being invested in the
EU and 77% of investors based there, Luxembourg has established
itself as a premier platform for marketing funds across Europe and
beyond. This is reflected both in the assets under management

and in Luxembourg's share of cross-border funds worldwide.

Recent regulatory developments, including ELTIF 2.0 and AIFMD II, further
reinforce Luxembourg's role as a pan-European hub by facilitating
broader investor access and enabling cross-border lending activities.

A stable and trusted
jurisdiction

In particular, certainty and predictability are key consid-
erations for asset managers. Luxembourg:

B is a founding EU Member State with sound
public finances and fiscal stability;
has a AAA credit rating;

Luxembourg as a leading centre for alternative fund centre;

Is home to an influential investment fund industry association
(ALFI), which collaborates with a number of industry bodies to foster
the development of alternative investments in Luxembourg;

B offers excellent public and cultural infrastruc-

ture, social services and a low crime rate.

Together, these elements make Luxembourg one of the
most stable and trusted fund domiciles globally.

An established experience
in servicing debt funds

With over 40 years’ experience in servicing debt funds, Luxembourg offers
a highly sophisticated ecosystem of fund administrators, depositaries,

and financial and tax experts, enabling asset managers to focus on value
creation while benefiting from best-in-class operational support.

benefits from strong political commitment and support to further position

A jurisdiction already trusted
by leading debt funds players

Luxembourg is the leading fund domicile in the EU.

An overwhelming majority of leading global private debt managers have estab-

lished structures in Luxembourg, underlining the jurisdiction’s credibility and
attractiveness: over 90% of the world's top 30 loan fund managers are active in
Luxembourg?. Luxembourg offers an unparalleled range of solutions for debt
funds, including debt origination, debt participation and direct lending funds.

A quick time to market is key. Using Luxembourg-based indirectly supervised
funds, for example, allows asset managers to set up structures quickly, as

the financial supervisor, the CSSF, does not need to review and approve their
documentation in advance. Furthermore, using a Luxembourg AIFM can

save time during the onboarding and regulatory clearance process at AIFM
level, as non-Luxembourg AIFMs would need to complete a passporting
procedure to operate in Luxembourg, which can take up to one month.

Full range
of investment possibilities

Luxembourg offers one of the broadest possible ranges of investment
possibilities for debt strategies, from senior to mezzanine loans, whole loans
and syndicated loans, distressed debt and convertible loans. These loans can
be used to finance a variety of assets, including real estate, infrastructure
and private equity investments, and the operational infrastructure within
Luxembourg provides a robust framework for all such investments.

Loan
origination

Luxembourg provides a well-established and flexible framework
enabling debt funds to originate?, participate in and syndicate
loans across the full spectrum of private credit strategies, including
direct lending, secondaries, mezzanine and distressed debt.

Building on this strong foundation, AIFMD Il further enhances the European
framework by explicitly recognising loan origination as a permitted

activity for AlFs, and by introducing a dedicated EU passport. While it also
introduces additional requirements, including diversification, leverage limits
and risk retention, these largely align with existing Luxembourg practices,
thereby reinforcing an already robust and well-functioning regime.

Unique and innovative toolkit
of investment products

Luxembourg offers a highly flexible and innovative toolkit of fund structures,
which may be directly or indirectly supervised, and may take any legal

form permitted in Luxembourg. They can be stand-alone or have compart-
ments, and can be open-ended®, semi-open-ended® or closed-ended.

Today, the following structures are used by debt funds’:

B 64% are reserved alternative investment funds (RAIFs)&,

B 29% are specialised investment funds (SIFs);

B 5% are Part Il funds subject to Part Il of the Luxembourg
law of 17 December 2010 on undertakings for
collective investment, as amended; and

B 2% are investment companies in risk capital (SICARs).

The legal framework within these structures has developed well. The
Luxembourg SCSp (société en commandite spéciale, or special limited
partnership) has become the market standard for international private
debt sponsors. Currently, 80% of indirectly supervised private debt fund

vehicles are established as an SCSp. These can also be used for securitisation

vehicles, which generally provide interesting features when used in a debt fund

structure. Luxembourg securitisation vehicles can be 100% loan financed and
accommodate active management of debt portfolios, among other features.

While Luxembourg GAAP is the predominant accounting standard used for

the financial statements of Luxembourg debt funds (48%), 30% of the segment

uses IFRS®. The most popular reporting valuation methodology is fair value
(82%), followed by cost less impairments and amortised cost (9% each)™.

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

A pragmatic legal and
supervisory framework

Luxembourg offers a pragmatic, flexible and investor-friendly legal
framework for structuring and operating alternative investment funds. A
critical component of this framework is the close collaboration between
the authorities and the alternative investment industry, working together
to create an efficient and high-quality operating environment.

This is further reinforced by the long-standing, trusted relationships between

the Luxembourg supervisory authority and its counterparts in other countries.

The CSSF is accessible and multilingual, accepting application files and
official communications in English, French and German via e-filing
platforms. It has specialised teams of professionals with expertise in the
alternative investment sector. This close public-private collaboration
ensures a responsive and efficient regulatory environment.

A transparent and predictable
tax environment

Luxembourg offers a transparent, stable and interna-
tionally recognised tax environment, with

B tax-neutral fund vehicles;
B full access to EU tax directives;
B protection of EU fundamental freedoms under the jurisdic-
tion of the Court of Justice of the European Union;
B active participation in OECD tax initiatives, including the
early adoption of the Common Reporting Standard;
B an extensive double tax treaty network covering key target jurisdictions;
B the lowest VAT rate in the EU and broad VAT exemp-
tions for management services; and
B an attractive regime for qualifying expatriate professionals.

Luxembourg has continued to move up the value chain and now offers
a competitive carried interest regime for private debt fund managers.

An international and
multilingual environment

Strategically located in the heart of Europe, Luxembourg attracts a highly
skilled and international workface. People of 180 nationalities live and work
in Luxembourg, with a wide range of languages spoken across the country.

About 52,000 professionals are employed by regulated financial
services companies, alongside 943 authorised and registered AIFMs
and 117 banks from different countries (as at January 2026).

1 — Average growth between

December 2023 and
December 2024 based
on data provided by
depositaries surveyed.

2 — The survey is based on

data from 13 depositaries
acting on the market and
representing more than
1,500 funds (or sub-funds)
investing in private debt.

3 - This is the result of

information included in
the ALFI/KPMG Private
debt fund survey 2022
compared to Private Debt
Investors (PDI) data.

4 - No loans may be made to

retail borrowers/consumers.

5 — Using open-ended funds

may, however, trigger
queries with respect to
maturity transformation.

6 — Using semi-open-ended

funds may, however, trigger
queries with respect to
maturity transformation.

7 — For clarity, these numbers

do not include any
fixed-income UCITS and
cover only funds that are
subject to a “product law".

A large number of additional
Luxembourg debt funds are
established as partnerships
and are not necessarily
subject to such specific laws.

8 — ALFI/KPMG Private debt

fund survey 2025, page 8.

9 — ALFI/KPMG Private debt

fund survey 2022, page 26.

10 — ALFI/KPMG Private debt

fund survey 2022, page 26.



About ALFI

The Association of the Luxembourg Fund
Industry (ALFI) represents the face and voice
of the Luxembourg asset management
and investment fund community, champi-
oning sustainable investing, mainstream
and private assets. ALFI's mission is to
promote Luxembourg as the world’s
leading cross-border investment fund
centre, facilitate the transition towards
more sustainable economies globally and
empower investors to meet their goals.

Created in 1988, the Association today
represents over 1,500 Luxembourg domiciled
investment funds, asset management
companies and a wide range of business that
serve the sector. These include depositary
banks, fund administrators, transfer agents,
distributors, legal firms, consultants, tax
advisory firms, auditors and accountants,
specialised IT and communication companies.
Luxembourg is the largest fund domicile

in Europe and a worldwide leader in cross-
border distribution of funds. Luxembourg
domiciled investment funds are distributed
in more than 70 countries around the world.

ALFI's mission is 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, Twitter (@ALFIfunds),
YouTube and Flickr.

For more information
visit www.alfi.lu
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