


vulnerabilities to hackers. One Luxembourg-based fund lawyer, who asked not to be named, says

this contrasts with former times when rules and requirements were not always codified.

The international reputation of the Grand Duchy

took a blow following the publication of the Panama

Papers in 2016.

This revealed that thousands of offshore companies

created by the Panamanian former law firm Mossack

Fonseca, to facilitate tax avoidance and money

laundering, had links to Luxembourg.

In 2014 the International Consortium of

Investigative Journalists published documents that

suggested some leading investment firms had obtained secret deals from the Luxembourg

government to lower taxes on funds launched in the Grand Duchy.

A surge in applications from London-based asset managers to set up Luxembourg funds to target

European investors followed the Brexit referendum, given the likely loss of passporting rights that

enable fund houses to service investors from the UK.

Companies bolstering their presence in Luxembourg have had to contend with demands from the

regulator to hire more staff, and for senior managers to be based in Luxembourg, or to travel there

on a very regular basis.

The CSSF says these are necessary safeguards to avoid “letterbox entities”, where a company sets

up an office in Luxembourg but works from another jurisdiction. Mr Zwick says this push for

greater transparency was already in motion before the UK vote to leave the EU. “I would not

consider the Brexit referendum as the event that [led] the CSSF to change its supervisory

approach,” he says.

The amount of documentation demanded by the regulator for due diligence purposes has increased

sharply over the past few years. Anti-money laundering is a focus following the transparency

scandals.

Mr Zwick attributes these changes to “stricter” expectations of financial regulators, with politicians

and the public wanting authorities to prevent problems from occurring in the first place, rather

than seeking to mitigate their effects. “Investor protection has been and continues to be our key

objective,” he says.
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