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If you are a manager of Alternative Investment
Funds (AlFs) distributed to European Union
(EU) professional investors, choosing the right
gateway to Europe is crucial, regardless of

whether you are based inside or outside the EU.

It is also important to choose the right
structure at both the manager and fund levels.

Luxembourg has adopted

a pragmatic, business-oriented approach
to implementing the AIFM Directive

and its subsequent amendments.

When it comes to setting up an Alternative
Investment Fund Manager (AIFM), you can
choose from a wide range of options, from
self-managed AlFs and converting an existing
management company into an AIFM to
appointing a separate legal entity as the
AIFM. Moreover, domiciling your AIFM in
Luxembourg enables you to benefit from

the AIFMD management passport.

In addition, Luxembourg offers alternative
investment players a comprehensive and
consistent fund product range, enabling
them to structure and distribute their funds
across Europe while taking full advantage
of the AIFMD marketing passport.

With its strong track record in asset
management, supportive environment for
the alternative investment fund industry,
and leading position as a domicile for
AlFs, Luxembourg is the ideal EU hub for
structuring your AlFs and establishing
your AIFM to achieve pan-European reach.
Here are ten compelling reasons why.
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Ten reasons why Luxembourg is the ideal hub for AIFMs and AIFS

1 - Luxembourg: your
gateway to Europe
and beyond

M Establishing an AIFM in Luxembourg gives you access to the
management and marketing passport, enabling you to grow
your business across the EU and reach professional investors.

The leading pan-European and global distribution platform:

EUR 8,888 billion in fund assets under
management (AuM) as of May 2026.

—  51,3% of the world's cross-border investment
funds are domiciled in Luxembourg.

Long-standing and trusted relationships between the
Luxembourg regulator and its counterparts in the jurisdictions
where Luxembourg funds are distributed.

2 - Steady growth in the
alternative investment
sector in recent years

M According to the March 2026 BCL report on Private Market
Funds in Luxembourg, 5,506 entities managed total net
assets of EUR 1.61 trillion at the end of 2024. Based on
CSSF statistics, these vehicles invested primarily in private
equity (49%, representing approximately EUR 774 billion),
followed by investments in real assets (22%), in private
debt (20%) and funds of private market funds (9%).

B According to the ALFI 2024 Real Estate Investment Funds
(REIFs) Survey, the number of REIFs surveyed continued to
grow, bringing the total number of vehicles surveyed to
730. These comprised 110 manager-regulated AlFs, 226
RAIFs dedicated to real estate, 11 SICARs, 172
non-regulated vehicles, and 211 SIF and Part Il funds.

B Luxembourg's hedge fund sector has grown rapidly, with
the country now recognised as a leading hedge fund
domicile. Several top global hedge fund managers have
also chosen to domicile funds in Luxembourg.

B Luxembourg is home to the majority of European
Long-Term Investment Funds (ELTIFs), with 167 of
the 318 vehicles established in the jurisdiction.
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3 - A unique and
innovative toolkit of
investment products

1,018 Specialised Investment Funds (SIFs) (as at June 2026).

138 Venture Capital Investment Companies
(SICARS) (as at June 2026).

315 UCI Part Il Funds (as at June 2026).
26 regulated securitisation vehicles (as at June 2026).

13,180 (as at December 2025) onshore Luxembourg
Special Limited Partnerships, offering features equivalent
to Anglo-Saxon Limited Partnerships and benefiting from
the EU AIFM management and marketing passport.

M 3,455 RAIFs (as at August 2026), providing an efficient
time-to-market and a flexible structuring option while
benefiting from the AIFMD framework and the RAIF Law,
together with access to the EU marketing passport.

4 - Flexible structuring
options for operating AIFMs

A range of AIFM structuring options is available to accommodate
the needs of both EU and non-EU players active in the EU.

Dual licensing for AIFMs (authorised to manage
both UCITS and AlFs), offering key advantages such
as cost efficiency and streamlined operations.

The possibility to delegate portfolio management to third-party
EU or non-EU managers with dedicated expertise across major
asset classes, while allowing initiators (located within or outside
the EU) to perform other functions, such as investment adviser.

B As at August 2026, Luxembourg had 256 fully-authorised
AlIFMs and 681 registered sub-threshold AIFMs.

Flexible operating models can generally be tailored
to best meet the needs of the fund and its AIFM.
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5 - A stable and
trusted jurisdiction

B Luxembourg is a founding EU Member State with sound
public finances, as well as political and fiscal stability.

B AAA credit rating.

B Strong political commitment and support to further position
Luxembourg as a leading centre for alternative investment funds.

B A knowledgeable investment fund industry association
(ALFI), collaborating with a number of industry bodies
in Luxembourg and abroad to foster the development
of alternative investments in Luxembourg.

B Excellent public infrastructure, high-quality social
services, a rich cultural offering and a low crime rate.

6 - An established
experience in servicing
alternative assets

B More than 40 years of experience in fund administration,
custody services, regulatory, financial and tax
reporting, delegation arrangements, multi-class funds
and global distribution, supported by:

— 61 depositary banks with worldwide sub-custodian networks;
— 17 professional depositaries for assets other

than financial instruments; and
-~ Avrecognised centre of excellence for risk

management and reporting solutions.

M Local presence of all major global fund administrators, with
a proven track record across all alternative asset classes.

B A state-of-the-art FinTech ecosystem and expertise to
support global distribution of funds and asset servicing.

B A high concentration of specialised legal, financial, tax, regulatory
and AML professionals, as well as fund service providers.
Their shared understanding of the industry and expertise
facilitates the efficient selection, set-up and management of
the most appropriate fund structures, as well as the smooth
onboarding of investors through plug-and-play solutions.



Ten reasons why Luxembourg is the ideal hub for AIFMs and AIFS

7 - An international and
5>©

multilingual environment

M A central location in Europe, attracting a highly educated
and international talent pool from neighbouring countries,
across the EU and beyond. Luxembourg is home to
180 nationalities and a multilingual workforce.

B About 52,000 professionals employed in
regulated financial services companies.

B 290 management companies and 937 authorised
and registered AIFMs (as at June 2026).

M 117 banks from different countries (as at June 2026).

B Home to numerous EU institutions, including the Court of
Justice of the EU, the European Commission, the European
Investment Bank, and the European Investment Fund.
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8 - A pragmatic and
modern political, legal and
supervisory framework

A flexible and transparent legal framework for structuring
and operating alternative investment funds.

Dedicated regulatory guidance for investment fund managers,
including CSSF Circular 18/698 on Investment Fund Managers
(including AIFMs), and CSSF Circular 25-901, which provides
further clarifications on SIFs, SICARs and UCI Part Il Funds.

Regular publication and updates of FAQs on key
topics, thematic reviews, surveys and studies.

An established relationship and continuous dialogue between
the authorities and the alternative investment industry,
including associations such as ALFI, to design an efficient,
first-class operating framework and address market needs.

An accessible and multilingual regulator that accepts application
files and official communications in English, French and German
through dedicated e-filing platforms, supported by specialised
teams with expertise in the alternative investment sector.

Implementation of modern IT tools and platforms
to facilitate efficient data exchange.

A supervisory approach that promotes regulatory
convergence while supporting market participants.

9 - A transparent, stable
and internationally
recognised tax environment

B Tax-neutral fund vehicles.
B Full access to EU tax directives.

M Protection under EU fundamental rights and freedoms, through
the jurisdiction of the Court of Justice of the European Union.

B Active participation in OECD tax initiatives, including early
adoption of the Common Reporting Standard (CRS).

B An extensive double tax treaty network covering
key target jurisdictions. The lowest standard VAT
rate in the EU, together with broad VAT exemptions
for eligible fund management services.

B An attractive tax regime for qualifying expatriate professionals,
including a dedicated tax scheme for relocation costs covered by
the employer, with full or partial tax exemptions for qualifying
remuneration and relocation expenses paid in cash or in kind.

B Luxembourg continues to move up the value chain by offering
alternative investment fund managers a highly competitive
carried interest regime. Under this framework, contractual
carried interest is taxed at just one-quarter of the standard rate
(approximately 11.5%), while participation-linked carried interest
is taxed based on the holding period and underlying structure—
solidifying the jurisdiction’s status as a premier AIF hub.

10 - A forward-
looking approach

B Proactive engagement in the development of EU
internal market legislation and regulation.

B A willingness to share practical experience and best
practices, including in the area of cross-border distribution,
with a view to enhancing the European framework.

B A commitment to continuously improving and innovating
Luxembourg’s legislation and fund toolbox to ensure it remains
highly competitive and meets the evolving business needs.



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

ALFI's 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 opportunities
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



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