[image: image1.jpg]International Year of
Microcredit 2005



Final Version


Social and Economic Background of Luxembourg
According to the World Bank’s estimate, in 2003, Luxembourg had a population of 448,000 people, 66% of whom were between the ages of 15 and 64. Luxembourg had an unemployment rate of 3.8% in 2003, according to the International Labor Organization. The 2003 PPP adjusted GDP per capita in terms of current international dollars was $62.298, a 3.79% increase from $60,026 in 2002. According to the UN, the GINI coefficient for Luxembourg in 2000 was 0.31. 
The currency used in Luxembourg is the Euro. The average exchange rate was EUR1.06:US$1 in 2002, EUR0.88:US$1 in 2003 and EUR0.80:US$1 in 2004,  according to the Economist Intelligence Unit. (EIU) 

Luxembourg has participated in the Financial Sector Assessment Program (FSAP) of the World Bank and the IMF.  The Financial System Stability Assessment report was done on June 2002, but there are no major microfinance issues covered.

There is no information available for the M2/GDP ratio, informal sector (% of GDP), number of people that have no bank account and number of microenterprises in Luxembourg.

Regulatory and Legal Environment of Luxembourg
According to the World Bank’s research, in accordance with articles 2 and 3 of the Law of 5 April 1993 on the financial sector as amended (FSL) authorization to exercise banking activities, to open branches, agencies, and subsidiaries, to modify the corporate object and the legal form of the bank is granted by the Minister who is responsible for Commission de Surveillance du Secteur Financier (CSSF).  The authorization is granted only upon written request of the applicant and upon an initial study carried out by theCSSF. 

Efforts of Luxembourg’s Government to Promote Inclusive Financial Sectors
According to the Luxembourg Round Table on Microfinance in 2005, in line with its international commitments Luxembourg devoted some 0.85% of GNI in 2004 towards Official Development Assistance, and is on course to reach 1% in the near future.
Luxembourg also occupies a key position in the global finance sector and as such is in a unique position to promote and invest in innovative microfinance as an effective tool for global poverty eradication.

Reported by the Luxembourg Round Table on Microfinance in 2005, the strength of the Luxembourg Microfinance Round Table lies in its composition of key members from government, civil society and the private sector representing a broad range of interests and promoting new and innovative synergies.  Microfinance NGOs for example have been crucial in experimenting with new models, conducting research and development, and proving that microfinance can successfully reach the poor on a sustainable basis.

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Luxembourg
According to PricewaterhouseCoopers in Luxembourg, Luxembourg is a renowned international financial centre, representing the third largest investment fund industry after the US and France as well as the second International Private Banking centre in Europe and the first in the Euro-Land, in terms of assets under management.

PricewaterhouseCoopers reports  that the banking sector comprises 167 credit institutions from over 20 different countries holding total Balance Sheet assets of over EUR 688 billion (about 856 billion USD) as at 31 May 2004.

There are three categories within the banking industry: credit institutions with universal banking license; mortgage banks; and electronic money institutions.
According to the Luxembourg Round Table on Microfinance in 2005, the following institutions are involved in microfinance in Luxembourg- Ministry of Foreign Affairs, (Directorate for Development Cooperation), Ministry of Finance , Agency for the Transfer of Financial Technology,  Appui au Développement Autonome asbl (ADA), SOS Faim Luxembourg – Action pour le Développement asbl, Lux-Development S.A., Association Luxembourgeoise des Fonds d’Investissement asbl (ALFI), Etika – Initiativ fir Alternativ Finanzéierung asbl

According to the Development agency Lux-Development , the clients that they currently service include: Niger, Senegal, Cape Verde, Tunisia, Burundi, Mauritius, Namibia, Rwanda, Morocco, South Africa, Burkina Faso and Mali in Africa; Nicaragua, El Salvador and Chile in Latin America; Vietnam, China and Laos in Asia; Albania and Southeast Europe in Europe. 

The central body responsible for all of the funding institutions is the Associaion Luxembourgeoise des Fonds d’Investissement (ALFI).  Financial support from the Luxembourg Ministry of Foreign Affairs (Directorate for Development Cooperation) and Ministry of Finance, allow specific activities to be implemented by a number of specialist organizations active in the microfinance sector.

Luxembourg’s Support of Microfinance in Developing Countries

According to Le Mot du President- A Word from the President in 2003, Luxembourg has been able to maintain the continuous effort it makes in respect of official development assistance (ODA), by dedicating some 160 million EUR (about 199 million USD as 2004 dollars), 0.8% of gross national income (GNI) to the four “forms” of Luxembourg co-operation, namely bilateral co-operation- which now flows almost entirely through Lux-Development- multilateral co-operation, co-operation with NGOs and humanitarian aid.

The Luxembourg Government, and in particular the Minister for Development Co-operation and Humanitarian Affairs, Mr. Jean-Louis Schiltz, maintain the country at the forefront of the countries most committed to ODA and for their willingness progressively to approach the government target of ODA of 1% of GNI between by 2007/8.

Luxembourg’s National Committee
The National Committee of Luxembourg is comprised of the government, local banks/bank associations, nonprofit/microfinance networks/NGOs, private sector, and multilateral organizations. The Committee has planned to focus on the harmonization of microfinance at the European level, awareness-raising in the banking sector, and financing for the agricultural sector. An inventory of competences and priority themes has been taken and will be presented at a workshop in 2005. 

The Committee launched its public awareness campaign in April 2005 with a press conference.  Since then, public awareness initiatives have included a quarterly newsletter, publication of studies, print media (press releases, newspaper articles, etc.), and the maintenance of Luxembourg’s microfinance website at www.microfinance2005.lu.

Among other events, a 60-person, two or three-day conference is being planned with the intention of including participants from various sectors to create synergy and efficiency between European microfinance actors.  A microfinance week is planned for October 17 -19, 2005, wherein several topics will be discussed including rural finance and awareness-raising amongst commercial banks in Luxembourg.  In November, Luxembourg will celebrate the International Year of Microcredit with seminars, roundtables, as well as a conference to present the conclusions of academic studies on microfinance.
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