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Disclaimer
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The book is based on the personal notes taken by the author at a course in portfolio management with the Institut Financiere de Banque de Luxembourg supplemented by other personal notes taken by the author at courses of various institutions and other venues.

The author is not an investment advisor and the author is also not an analyst. The information herein is not advising on any particular security or other type of investment

The information is believed to be correct but is provided as informative only and no guaranty is provided or implied. The author declines any responsibility for any loss, damage or lost income, whether direct or indirect, from any use of these notes. The reader is referred to take advice from an investment professional or registered investment advisor before making any investment decisions.
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Some of these titles are available in other languages.
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Eric Thomsen has published in law, science and economics. He holds several law degrees, a degree in economics and was ACAMS certified in 2016.
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Do you want to work in the financial industry? Do you want to work with wealth management? 

Or do you just want to know the basics of managing your own investment portfolio or help protect a family member or a friend? Here are some of the basics that you need to know.

These are the author’s personal notes from a course in portfolio management for the fund industry at Institut Financiere de Banque de Luxembourg in the Duchy of Luxembourg, supplemented with other personal notes from other courses and other institutions to expand the subject. The notes are only lecture notes and need revision.

After this you can go on to tackle more complicated treaties and you will find there is abundant literature about investment and portfolio management.

This is of course because money and wealth is so important, not just today. It has always been important. You may remember Croesus, king of Lydia in Western Anatolia (reign c. 560–546 BC). His wealth was proverbial, and he made a number of rich gifts to the oracle in Delphi.

The book first introduces you to Luxembourg, which is the second largest center in the World for investment funds, second only to the United States.

The material has been divided along the four steps of the  portfolio management process – (1) setting priorities, (2)adopting a strategy, (3) implementing the plan and (4) monitoring performance. You can always discuss which came first, the egg or the hen, and if you have suggestions you are very welcome to contact the author.

If you want to read more about this charming little country, read the book Luxembourg – Piece of Cake by Cristina Berna. Here you will find important information about another key Luxembourg business sector – its cake shops – patisserie -  as well as get a feel for the beautiful Grand Duchy, which is definitely worth a visit.
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« Spuerkess », Caisse d’Epargne de l’Etat, established 1856,  seen across La Petrusse valley. ©2014.
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Luxembourg sits right in the center of Western Europe – between France, Belgium and Germany. The size is 2.586 km2.

In comparison Rhode Island, USA is 3.140 km2 and Great Britain is 209.331 km2.

The territory of Luxembourg was established as early as 963 AD when count Sigfried I acquired a roman fortification – Lucilinburhuc – “the small castle” - from the Imperial Abbey of St Maximin in Trier, a former Roman outpost and now Germany. 

The history of Luxembourg is right out of a successful portfolio management novel - the family gradually increased the lands over the centuries and by 1308 count Henry VII was important enough to be elected King of the Germans and the Holy Roman Empire. Their lands ended up as a part of the Habsburg Netherlands and passed by heritage to Spain.

The time line should give you a perspective that wealth management is not just a personal business in some stage of your life. It is often a family tradition that if carefully nurtured advance you and your family. This depends on every generation giving their contribution in harmony with the family and tradition.

Luxembourg emerged as independent territory again at the Congress of Vienna in 1815, when the Grand Duchy of Luxembourg became an independent part of The Netherlands in 1815, with William I becoming both King of the Netherlands and Grand Duke of Luxembourg – a personal union. 

Two thirds of Luxembourg, the mostly French speaking Western part, was lost to Belgium in the 1830 Belgian Revolution. 

The lost part is now the Province of Luxembourg in Belgium– and even has a peaceful separatist movement that hopes to rejoin independent Luxembourg one day.

The present ruler is Henri, who became grand duke in 2000. Luxembourg is a constitutional monarchy with a legislative assembly, a representative democracy. It has three official languages – German, French and Letzeburgesch - a German spoken in most of the Mosel area. You will find a charming mix of French and English in the very international banking and investment funds sector. 

A fourth unofficial language is Portuguese, absolutely necessary if you want a job in a shop. Of the population of abt 530.000 almost 240.000 are foreigners, mainly EU nationals who have come here to work. There are more than 80.000 Portuguese in Luxembourg, the largest foreign community.

Many people think first about money and low taxes, secretive banks and successful investment funds whenever Luxembourg is mentioned. 

The position as a financial Centre is no accident. It is the result of foresight and hard and dedicated work. Caisse d’Epargne de l’Etat (“Spuerkess”) with the grand clock tower and Banque Internationale a Luxembourg (BIL Bank) were both established in 1856. The first foreign bank branch - SOGENAL - came here in 1893. 

The stock exchange Bourse de Luxembourg opened in 1927. 

During the German occupation everything was taken over by the Germans.

The Commissariat aux banques was established in 1945.

Luxemburg pioneered the Euro-Market in 1963 with a 15 million USD bond issue paying 5.5%, by Italian Autostrada Group, arranged by S.G. Warburg in London. 

The SOPARFI law came in 1965, Bank of China arrived in 1979. 

Today, more than 28.000 people are employed in the financial sector in Luxembourg. Although dwarfed by the est. 1 million working in the City of London, in is nevertheless relatively very big.

Luxembourg is promoting itself as a stable place to invest your savings. Especially compared to the dangers you encounter in other countries – with Financial Transaction Tax, high Income tax, withholding taxes on all kinds of revenues, Millionaire tax, local share of global corporate taxes etc. etc. – and on top of that huge salaries for the bosses and the risk of financial melt downs and outright confiscation. Luxembourg is much more stable and reasonable.

The Luxembourg Financial Sector Supervisory Commission - Commission de Surveillance du Secteur Financier (CSSF) -  enforces strict compliance with European Union financial regulation and issues huge fines to violators.

On rare occasions the financial crimes prosecutor - cellule de renseignement financier – which is located right in the center of the city, will issue equally stiff penalties and jail time in a more public process. 

The wealth management and Private Banking services available extend from simple investment advice, where the client takes his own investment decisions based on the recommendations of his advisor, through to total management, where the manager has discretionary power to invest the client’s assets in accordance with his risk profile and long term financial objectives.

For wealthy clients, many banks offer a global service whereby they structure and manage the client’s holdings (including financial assets, life assurance contracts, real estate, etc.), so as to optimize tax and inheritance planning. Investment and structuring advice is available not only from banks but also from independent wealth managers and internationally recognized consultancy firms based in Luxembourg.

The Luxembourg legislator - Chambre des Députés – or maybe you prefer the German name  Abgeordnetenkammer - has laid down very strict rules regarding the protection of client privacy. These laws are applicable to all bank employees and forbid the transmission of information relating to client accounts, except in certain cases defined by law.

The protection of private assets and inheritance planning is largely achieved by setting up specific wealth management structures and fiduciary operations.

Any individual or firm offering these services in a professional capacity must get a license as Financial Sector Professional (known by its French acronym, PSF). This places them, like banks, under the authority and prudential supervision of the financial sector supervisory authority Commission de surveillance du secteur financier – (CSSF).

Alongside these different forms of asset management, banks and independent wealth managers are now setting up "family offices". This consists of the coordination, management and supervision of all activity associated with managing the global estate of wealthy families.

Finally, the management of collective savings (in English speaking places known as mutual funds) is one of the pillars of the Luxembourg financial sector. Luxembourg is currently the leading European center for investment funds and second in the world, after the United States, in terms of assets under management.

The industry is expected to generate a relatively modest growth rate of around 4-5% in assets under management over the next 4-5 years. This growth will be driven primarily by the ever increasing need for long-term savings due to changes in demographics, with greater financial responsibility being placed on the individuals for their future pension and other savings requirements, the continued rise of the middle class in emerging countries along with their related increased demand for more sophisticated savings products, the need for asset management expertise during both the accumulation and decumulation life phases and asset owners diversifying assets in the search for yield in an expected medium-term low interest environment.

Alongside these drivers there are also a number of significant detractors to growth. These include certain asset owners increasingly moving to manage more assets internally, the withdrawal of significant assets by the sovereign wealth funds, the draw down of defined benefit assets which are not being replaced at the same pace by defined contribution schemes along with very low savings habits of younger generations.

Apart from the factors which will influence growth over the coming years, the industry is facing a number of specific challenges including pressure for smaller fees and operating margin decline. 

The asset management industry is currently experiencing significant fee compression and will continue to do so over the next three to five years. This fee compression is driven by continued flows into passive strategies where price is becoming an ever increasing factor in investor decision-making. Apart from























































d2d_images/chapter_title_above.png





d2d_images/chapter_title_corner_decoration_left.png





d2d_images/cover.jpg
Lilxembourg
Wealth

Portiolio
Management






d2d_images/chapter_title_corner_decoration_right.png





d2d_images/chapter_title_below.png





d2d_images/image005.jpg





d2d_images/image009.jpg





d2d_images/scene_break.png





