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PRELIMINARY CONSIDERATIONS

Dewnition 
(yao fsndoiouoed a ream edoaoe inSedoCeno orudo )EIMT? in qsur @uridcifoisnH 

A real estate investment trust (REIT) is an entity that is dedicated to investments in domestic 
or foreign real property and benejts from a set of advantageous tax rules. The tax rules 
generally provide for quasi-tax neutrality at REIT level combined with mandatory distributions 
of the real estate-related income sub,ect to a withholding tax in the country in which the REIT 
is established. Luxembourg law does notD unfortunatelyD provide for a specijc REIT regime.

qespite the absence of a bespoke regimeD Luxembourg offers a wide range of other legal 
products to initiatorsD promoters or sponsors in the real estate investment business. Even 
though these rules are not specijcally tailored to real estate investmentsD they are suitable 
for the purposes of acFuiringD developing and holding Luxembourgian or foreign real estate 
property.

Wor a number of commercial reasonsD foreign REITs often opt for Luxembourgian acFuisition 
or holding vehicles that then acFuire real estate assets. These acFuisition vehicles are 
typically organised as unregulated private limited liability companies which are regular 
taxpayers in Luxembourg. Shen properly structuredD they should however not be sub,ect to 
a material tax burden in Luxembourg.

In specijc cases foreign REITs prefer to own real property assets through a Luxembourg 
specialised investment fund (/IW). A /IW is sub,ect to approval by the Luxembourg jnancial 
regulator (C//W). As the approval process of a /IW is time consumingD entities are freFuently 
launched under the reserved alternative investment fund (RAIW) regime and adopt the /IW 
regime at a later stage. This considerably speeds up the launching process as a RAIW is 
not sub,ect to approval by the C//W. The C//W oversees only the manager of the RAIW. 
That manager should Fualify as a European Union (EU)3European Economic Area (EEA) 
authorised alternative investment fund manager (AIWM). The /IW and the RAIW can be 
organised as capital companiesD limited partnerships or contractual funds. They are sub,ect 
to risk diversijcation rules. Sith the exception of certain exemptionsD they shall not invest 
more than 10 per cent of their assets or commitments in securities of the same kind issued 
by the same issuer. Under the default tax regime applicable to /IWs and RAIWsD a mere € basis 
point subscription tax is levied at the entity level on the basis of its net assets.

A /IW and a RAIW can also be used as an investor-facing real estate fund. Luxembourgian 
investor-facing real estate funds canD but do not typicallyD adopt the /IW or RAIW regimes. 
By defaultD they are organised as an unregulated special limited partnership (/C/p). /uch 
special limited partnerships generally Fualify as alternative investment funds (AIWs). AIWs 
generally appoint an EU3EEA-based (host) AIWM to ease fundraising efforts or boost their 
commercial credibility. To avoid the burden of engaging with a host AIWMD non-EU3EEA fund 
sponsors may also manage a Luxembourg fund directly out of their home ,urisdiction. This 
strategy may complicate or invalidate fundraising efforts in certain EU3EEA ,urisdictions. 
In practiceD howeverD it is relied uponD as certain key EU3EEA investor ,urisdictions do 
accommodate this strategy. /ince the introduction of the anti-hybrid mismatch rules in 
LuxembourgDan increasing number of investor-facing funds adopt the corporate form of a 
partnership limited by shares (/CA). 
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As Luxembourg does not provide for a REIT regimeD while being a key ,urisdiction for real 
estate fund initiatorsD the Fuestions below areD as much as possibleD answered with that 
projle in mind and only address the key attention points of a default investment structure.

La- stated c 12 July 2024

Pros and fons oq REITs
(yq &ere EIMTd freaoec in qsur @uridcifoisnH (yao are oye acSanoaged anc 
cidacSanoaged sR uding EIMT dorufoured in qsur @uridcifoisnH

This Fuestion is not relevantD as Luxembourgian legislation does not provide for a real estate 
investment trust (REIT) regime.

La- stated c 12 July 2024

Market flimate
xs& &sumc qsu cedfribe oye doaoe sR oye EIMT Carleo in qsur @uridcifoisnH 
xs& fsCCsn are EIMTd in vrafoifeH 

qespite not having a REIT regimeD Luxembourg is a key ,urisdiction for initiators that seek 
to set up European-based private real estate funds. Luxembourgian fund structures can 
rely on a high reputation among international investors. The diversity in legal forms and 
fund regimes allows Luxembourgian investment structures to accommodate legalD tax and 
regulatory concerns arising in the ,urisdictions where the real estate is situated.

La- stated c 12 July 2024

ORGANISATION

Choife oq entity and organisational re–uirements
(yao RsrCd sR enoioq are udec Rsr EIMTd anc &yao badif srganidaoisnam 
repuireCenod avvmqH

Luxembourgian real estate funds are typically organised as limited partnerships. The 
Luxembourgian special limited partnership is the default legal form for real estate funds. 
/pecial limited partnerships closely resemble Anglo-/axon style limited partnerships and 
benejt from a wide recognition by international investors and fund managers. The special 
limited partnership can be formed under a private seal and reFuires a Luxembourgian 
general partner. In practiceD the general partner is organised as a private limited liability 
company and must be established in front of a notary whoD among othersD verijes whether 
the minimum capital amount (–€2D000 or the eFuivalent in another currency) was funded. 
The incorporation deed z or an excerpt thereof for the special limited partnership z will 
thereafter be jled with the Luxembourg Register of Commerce and Companies (RC/) and 
published in the Luxembourg o‘cial electronic platform of central publication in respect of 
companies and associations (RE/A). The RC/ excerpt of the special limited partnership will 
not provide details on the investor base. To avoid potential adverse conseFuences under 
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anti-hybrid mismatch rules potentially applicable either in Luxembourg or in a source countryD 
a growing number of investor-facing vehicles are formed as partnerships limited by shares 
(/CA)D as those are typically viewed as opaFue both by Luxembourg and the ,urisdiction of 
the investors.

La- stated c 12 July 2024

Partnerships as subsidiaries
-re EIMTd verCiooec os yaSe varonerdyivd ad dubdiciaried in qsur 
@uridcifoisnH

Luxembourg real estate investment vehicles can generally have Luxembourg or foreign 
partnerships as subsidiaries. /pecialised investment funds (/IWs) and reserved alternative 
investment funds (RAIWs) must generally abide by specijc risk diversijcation criteria (ieD they 
should not invest more than 10 per cent of their assets or commitments in securities of the 
same kind issued by the same issuer). These diversijcation rules are generally applied on a 
look through basis.

La- stated c 12 July 2024

REITs as subsidiaries
-re varonerdyivd verCiooec os yaSe EIMTd ad dubdiciaried in qsur 
@uridcifoisnH

This Fuestion is not relevantD as Luxembourgian legislation does not provide for a real estate 
investment trust (REIT) regime. Luxembourg and foreign limited partnerships are generally 
eligible to invest in any sort of Luxembourg vehicle that invests in Luxembourg or foreign real 
estate.

La- stated c 12 July 2024

Governanfe
(yao gsSernanfe iddued dysumc oye bsarcd sR EIMTd in qsur @uridcifoisn be 
a&are sRH xs& are oyede iddued naSigaoec in vrafoifeH

Luxembourgian real estate funds are by default organised as special limited partnershipsD 
which typically Fualify as alternative investment funds (AIWs). An AIW can generally be dejned 
as a collective investment vehicle that raises capital from a number of investors with a view 
to investing it in accordance with a dejned investment policy. An AIW shall appoint an internal 
or external fund manager. In order to accommodate distribution and credibilityD most si’able 
AIWs appoint a European Economic Area-based authorised fund manager.

The fund manager is a third-party service provider referred to as a Hhost AIWMC. It enters 
into an agreement with the fundCs initiator to delegate portfolio management or obtain real 
estate investment advice. Wund managers are most inclined towards delegation since it 
allows higher levels of control and is generally more e‘cient. Shether that model is possible 
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depends on the ,urisdiction of residence of the initiator and the type of regulatory oversight 
that applies at the level of the initiator.

La- stated c 12 July 2024

KEY REGULATORY REQUIREMENTS

Sourfes oq infome
(yao are oye badif dsurfe–sR–infsCe repuireCenod Rsr a EIMTH

Contrary to classic real estate investment trust (REIT) regimesD Luxembourgian real 
estate funds are not sub,ect to source-of-income reFuirements other than the risk 
diversijcation rules applicable for reserved alternative investment funds (RAIWs) and 
specialised investment funds (/IWs) (ieD exemptionsD they shall not invest more than 10 per 
cent of their assets or commitments in securities of the same kind issued by the same 
issuer). To assess the diversijcation reFuirementD a look through approach applies.

La- stated c 12 July 2024

Asset fomposition
(yao are oye badif addeo fsCvsdioisn repuireCenod Rsr a EIMTH

Luxembourgian real estate funds are not sub,ect to asset composition reFuirements other 
than the risk diversijcation rules applicable for RAIWs and /IWs only (ieD exemptionsD they shall 
not invest more than 10 per cent of their assets or commitments in securities of the same 
kind issued by the same issuer). To assess the diversijcation reFuirementD a look through 
approach applies.

La- stated c 12 July 2024

Distributions
(yao are oye badif cidoribuoisn repuireCenod Rsr a EIMTH

/IWsD RAIWs and alternative investment funds (AIWs) used in Luxembourg for real estate funds 
are not sub,ect to distribution reFuirements. qistributionD but also recycling reFuirementsD 
can be agreed contractuallyD which is typically the case in open-ended and evergreen real 
estate fund structures.

La- stated c 12 July 2024

Conse–uenfes oq noncfomplianfe
(yao yavvend iR a EIMT Raimd os Ceeo oye badif regumaosrq repuireCenodH 
Md remieR aSaimabme iR a fsCvanq Raimd os Ceeo anq sR oyede repuireCenodH

This Fuestion is not relevantD as Luxembourg does not provide for a REIT regime.
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La- stated c 12 July 2024

Complianfe best praftifes
(yao bedo vrafoifed dysumc be fsndicerec os endure fsCvmianfe &ioy oye 
leq regumaosrq repuireCenod Rsr EIMTd in qsur @uridcifoisnH

Luxembourgian real estate funds should have their central administration in Luxembourg 
and should generally be able to demonstrate that their board is jt and proper while having 
su‘cient Luxembourg footprint.

Most real estate funds are managed by an external Hhost AIWMC. A Luxembourg AIWM is 
sub,ect to a thorough authorisation processD whichD among othersD focuses on the teamD and 
the si’e thereofD effectively conducting the business. As the fund initiator generally hires the 
Hhost AIWMC and given that authorisation from LuxembourgCs jnancial regulator (C//W) and 
oversight are focused on the Luxembourgian AIWMD the fund initiator is in most cases not 
directly impacted.

The AIWM isD among othersD in charge of the annual reporting process and disclosures to 
investors.

La- stated c 12 July 2024

Publif REITs ; regulatory treatment
-re oye repuireCenod Rsr a vubmifmq oracec EIMT raiding favioam ciRRereno 
RrsC oysde iCvsdec sn vriSaoe EIMTd sr vubmif nsn–EIMT fsCvaniedH

This Fuestion is not relevantD as Luxembourg does not provide for a real estate investment 
trust (REIT) regime.

La- stated c 12 July 2024

Publif REITs ; ongoing re–uirements
(yao are oye sngsing defurioied anc cidfmsdure repuireCenod Rsr vubmifmq 
oracec EIMTdH

This Fuestion is not relevantD as Luxembourg does not provide for a real estate investment 
trust (REIT) regime.

La- stated c 12 July 2024

Publif REITs ; listing rules
Ds oye dosfl e,fyanged in qsur @uridcifoisn yaSe anq dvefiam rumed oyao cs 
nso avvmq os unmidoec sr vriSaoe EIMTdH

This Fuestion is not relevantD as Luxembourg does not provide for a real estate investment 
trust (REIT) regime.
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La- stated c 12 July 2024

SCOPE OF ACTIVITIES AND INVESTMENTS

Categories oq REIT and relevant property seftors
(yao lincd sR EIMT are aSaimabme in qsur @uridcifoisnH Mn &yify ream vrsveroq 
defosrd are EIMTd udecH

The Luxembourg entity toolbox allows initiators to invest in all real estate asset classes 
and categoriesD without being limited by a specijc legal or tax regime. The entities and 
regimes described here above are tailored to invest in all types of real property sectorsD be it 
residentialD o‘ceD retailD logistic or student housing.

La- stated c 12 July 2024

Spefial rules
-re oyere anq dvefiam rumed Rsr ciRRereno oqved sR EIMTH

This Fuestion is not relevantD as Luxembourg does not provide for a real estate investment 
trust (REIT) regime.

La- stated c 12 July 2024

Eligible investment property
(yao addeod are oreaoec ad puamiRqing ream vrsveroq uncer oye EIMT rumed in 
qsur @uridcifoisnH han EIMTd msfaoec &ioyin qsur @uridcifoisn inSedo in ream 
vrsveroq suodice qsur @uridcifoisnH

Wor purposes of the entities used to form Luxembourgian real estate funds (ieD specialised 
investment funds (/IWs)D reserved alternative investment funds (RAIWs)D etc) the notion of 
Fualifying real property does not exist. MoreoverD these entities and regime are well suited to 
invest both in Luxembourg-based and foreign real property. This being saidD the Luxembourg 
Budget Bill 202€ has made investments into Luxembourg-based real property more onerous 
for certain specijc Luxembourgian fund vehicles. In factD certain tax-exempt investment 
vehicles will be sub,ect to a new real estate taxD levied at a Dat rate of 20 per centD on income 
and gains derived from real estate assets situated in Luxembourg.

La- stated c 12 July 2024

Permitted aftivities
-re EIMTd in qsur @uridcifoisn amms&ec os engage in anq anfimmarq 
nsn–inSedoCeno afoiSioied2 dufy ad ream vrsveroq CanageCeno anc 
ceSemsvCenoH
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/ince no specijc REIT regime existsD the possibility for ancillary non-investment activities 
to be performed is to be examined under the laws applicable to the investment vehicle 
chosen for a real estate fund. EoweverD there are no limitations applicable to Luxembourgian 
investment vehicles. Property management and development activities are carried out 
through special purpose entitiesD which may or may not be controlled by the investment 
vehicle.

qepending on the nature of the ancillary non-investment activityD specijc licensing 
reFuirements either in Luxembourg or abroad may apply.

La- stated c 12 July 2024

Eligible investors
(ys Caq inSedo in EIMTd in qsur @uridcifoisnH (yao oqved sR inSedosr cs 
oyeq oqvifammq aoorafoH -re oyere anq redorifoisnd sn Rsreign inSedosrdH

Luxembourgian real estate investment vehiclesD whether they are formed as regulated or 
non-regulated vehiclesD generally obtain their funding from institutionalD professional or 
sophisticated private investors. The /IW and RAIW legislations restrict the offering of an 
interest in a /IW or RAIW to Hwell-informed investorsC. Those investors are deemed to be 
able to adeFuately assess the risks associated with an investment in this type of vehicle. 
Investors that invest a minimum amount of –€00D000 FualifyD sub,ect to self-adherenceD as 
Hwell-informedC. Wor /IWs and RAIWsD these conditions apply neither to the general partners 
of limited partnerships and of partnerships limited by sharesD nor to their managers or any 
other persons involved in their management.

La- stated c 12 July 2024

Transaftions -ith noncREITs
-re oyere anq dvefiam fsndiceraoisnd &yen EIMTd negsoiaoe vurfyaded anc 
damed sr meaded sR inSedoCeno ream edoaoe &ioy nsn–EIMTdH

There are no such special considerations from a Luxembourgian perspective.

La- stated c 12 July 2024

Af–uiring noncREIT forporations
-re oyere anq dvefiam fsndiceraoisnd &yen EIMTd afpuire nsn–EIMT 
fsrvsraoisndH

There are no such special considerations from a Luxembourgian perspective.

La- stated c 12 July 2024

UPDATE AND TRENDS
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Refent developments
(yao yaSe been oye Csdo nsoe&sroyq refeno ceSemsvCenod aRRefoing 
EIMTd in qsur @uridcifoisn2 infmucing anq dignitfano megam sr regumaosrq 
fyanged anc fsCCerfiam orencdH

The most noteworthy recent trend is the desire for investment managers to avoid the 
application of the anti-hybrid mismatch rules by using partnerships limited by shares (/CAs) 
instead of (special) limited partnerships (/C/s or /C/ps) as investor-facing vehicles. Shilst 
this trend is only starting slowlyD we see a signijcant number of investment funds shying 
away from the /C/ or the /C/p to adopt /CA status and investors becoming increasingly 
familiar with this type of partnership. The advantage of the /CA is that it is opaFue from 
a Luxembourg tax perspectiveD thereby (often) avoiding complex discussions or analyses 
on the applicability of the anti-hybrid mismatch rulesD either at fund level or in a source 
,urisdiction.

La- stated c 12 July 2024
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