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Introduction
Companies are constantly reviewing their operating model in order to identify
opportunities to further streamline processes while maintaining a necessary level of
flexibility. Furthermore, specialised service providers as well as emerging technologies
are available to support these objectives. The complex and ever changing regulatory
environment is, most of the time, an additional challenge for financial players,
especially when operating at an international level.
The recently voted law of 27 February 2018, which introduces requirements on
Outsourcing could be a reason to revisit your organisation’s internal processes and IT
landscape, as it brings forward additional flexibility for outsourcing models and
related treatment of client confidential data.
For the second year running, we have asked several business leaders of the financial
services industry to see what kind of outsourcing strategies they have or are planning
to put in place.

Why?
• To have an overview of the current outsourcing landscape in Luxembourg;
• To better understand drivers, best practices and pain points related to outsourcing;
• To assess the potential impact of the law on the current outsourcing activities;
• To identify trends, when comparing results with those of our last survey.

How?
We’ve put together a concise survey of 30 questions structured in five different
sections. We’ve sent the survey to CEOs and COOs of leading financial institutions and
service providers in Luxembourg and received well over 50 responses. After a
thorough evaluation of the responses, we are sharing with you the most significant
findings on sourcing strategies in Luxembourg.

For whom?
Regulated entities in Luxembourg that are already outsourcing or consider doing it for
some of their activities.

Overview of the current outsourcing
landscape in Luxembourg

Landscape

Understanding drivers, best practices
and pain points related to outsourcing

Drivers

Assessing the potential impact of the
law on current outsourcing activities

Law
1

Key findings
The law of 27 February 2018, which has been commented on by many
stakeholders of the financial services industry as well as modified several
times since the initial publication of the draft version in 2016, is
predominantly considered as an opportunity by the industry.
The extent of delegated activities is already today considerable, notably
related to Information Technology.

75%

54%

… of the respondents
consider the facilitation
of outsourcing as an
opportunity.

… of IT activities are on
average outsourced by the
respondents.
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60%

… of the respondents
either already rely or are
considering the utilisation
of cloud-based solutions.

Respondents’ company profile
The distribution of the respondents business sectors emphasise the
relevance for banks and PSFs
Respondents’ Business Sectors

2% 4%
12%

15%

47%

Over 50 respondents
(mainly CEOs and
COOs) answered the
survey

11%
9%
Financial Sector - Bank

Employee distribution

Financial Sector - Investment Firm
Financial Sector - Management Company

Luxembourg

250

Financial Sector - Specialised PSF

19%

Financial Sector - Support PSF

employees
on average

Insurance - Life and Non-Life
Other

Over three-quarters of the respondents are banks or
Professionals of the Financial Sector (PSFs). This
probably reflects the direct applicability of the law of
27 February 2018 for these sectors.
In Luxembourg, 19% of all employees are IT
employees, compared to only 5% at a global level.
This comparatively high number of IT staff could
potentially be explained by the former legal and
regulatory requirements applicable to outsourcing
and treatment of client identifying data.

81%
Non IT employees
IT employees
Global

5,800
5%

employees
on average

95%
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Sourcing benefits
Apart from costs, the quest for synergy creation within groups is
driving many Outsourcing projects

Most companies put in place outsourcing strategies with cost reduction in mind. There
are, however, more benefits than what meets the eye: more flexibility and scalability,
better controls as well as more scope for innovation.

1

2

3

4

Costs

Strategy

Flexibility

Globalise

Reducing and controlling the
cost factor.

Strategical decision at group
level.

Flexibility to scale operations.

Globalise the operation to new
markets.

5

6

7

8

Service

Innovate

Capacity

Controls

Improving and extending the
service levels.

Increasing the level of
automation and innovation.

Leveraging external capacities.

Strengthening the internal
controls framework.
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While the majority of objectives, which entities aim to achieve through the delegation
of activities, are similar regardless of their size, it seems that Outsourcing projects that
are supposed to increase the level of automation are far more relevant for smaller
entities.
Comparison by business size

24%

19%

17%

16%

10%
10%

10%
12%

6%

14%

6%
4%
7%

External capabilities

Small entity:
Up to 100 employees
in total in Luxembourg

13%

11%

Globalise operation

Strengthen internal controls

15%

13%

Scale operations

Automation and innovation

17%

14%

Strategic decision

Enhance service levels

20%

16%

Reducing costs

5%
4%
3%

Large entity:
Over 100 employees in
total in Luxembourg
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Sourcing strategies
Relationships are built on trust
Setting up an Outsourcing arrangement generally
requires a lot of preparation as well as trust in the
abilities of the service provider. This trust is notably
established during the ongoing provision of services. A
well established relationship is often the basis for
delegating additional services to the same provider,
rather than initiating discussions with additional
prospects.
Similar to the results of the 2017 survey, smaller entities
seem to outsource higher skilled tasks and core systems
compared to larger organisations, which indicates that
sourcing strategies are influenced by their limited

capabilities and resources. They tend to outsource more
at a local level.
Larger companies prefer to delegate lower skilled tasks
and satellite systems.
Outsourcing within the group seems to be the preferred
choice, regardless of the entity’s size, which could be
explained by the fact that many respondents are
subsidiaries of international groups with headquarters
outside of Luxembourg.

Strategy comparison between large and small entities
Short-term

Multiple

International

Extra-group

Low

Satellite

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

Long-term
All

Large Small

Few
All

Duration
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Large Small

Number of
vendors

Luxembourg
All

Large Small

Service provider
location

Intra-group
All

Large Small

Service provider
type

High
All

Large Small

Skill level of
activity

Core
All

Large Small

Outsourced IT
systems

0%

Current sourcing landscape of Luxembourg
Outsourcing of IT activities is becoming the norm

Outsourcing parts of an entity’s IT-related
activities is even more common compared to last
year’s survey results, having increased by 17%.

Average extent of outsourcing

54%

The large number of IT service providers both in
Luxembourg as well as at an international level
seems to facilitate the identification of a suitable
partner, as well as new service offerings based on
emerging technologies.

35%

30%

The extent of delegation of business activities has
also significantly increased compared to last year,
up by 16%.
Compared to other activities, business processes
related to an entity’s internal control functions as
well as processes interacting with the client base of
the entity are less likely to be delegated to a service
provider.

IT

Support

Business

Outsourcing of sub-activities
80%
70%
60%
50%
40%
30%
20%
10%

IT

Support

Risk Mgt.

Front Office

Cust. Support

Corporate
Accounting

Portfolio Mgt.

Back Office

Facility Mgt.

Printing
and Archiving

Human
Resources

Internal Audit

Security

IT support

IAAS

SAAS

0%

Business
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Since the introduction of the circular CSSF 17/654, a
regulatory framework has been established allowing
entities to implement public cloud solutions. Even
though the financial services industry generally
tends to be more cautious with regards to the
adoption of new technologies, over half of the
respondents are either already today relying on cloud
solutions or considering their future implementation.
The cloud solutions relied upon by the respondents
indicate that at present, such solutions notably
support administrative activities and support
functions, but rarely relate to core activities of the
entity.

25%

40%

35%

Yes, we already use cloud-based solutions
Not yet, but we currently assess potential solutions
No, cloud solutions are currently not part of the
company’s sourcing strategy
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Sourcing maturity
A well defined process with slight weaknesses
Looking at the results, there are no significant
differences between the phases of the outsourcing
lifecycle, as entities consider their internal processes
as well defined.

The respondents have, however, rated their internal
processes related to the identification of Outsourcing
opportunities as well as the transition of operations
to the service providers slightly lower.
Large entities have generally indicated a slightly
higher level of maturity compared to small entities.

Identifying
opportunities and transitioning
activities are more complex...

Rating
5
4
Average
maturity of
outsourcing
phases based
on respondents
self-assessment

3
2
1

...Large entities rate their
processes as more mature.
9

Sourcing governance
Oversight controls are becoming more formalised
While regular meetings between the outsourcing
Outsourcing governance tools
organisation and the service provider are still the most
common type of oversight activity, entities are also
Regular meetings
heavily relying on regular service reports containing
quantitative information in the form of Key Performance
Regular KPI
reports
Indicators such as system availability for IT applications.
Reliance on external assurance reports as well as
Controls reports
performing on-site inspections at the service provider
complement the oversight activities of most entities.
The investment management industry also relies on
controls reports prepared by an independent third party,
depending on the scope of covered activities and related
controls. The possibility of performing on-site audits
should ideally be confirmed in the contractual
agreement with the service provider.
The ownership of monitoring existing Outsourcing
arrangements predominantly resides with Operations,
while some entities have established a dedicated unit
within the organisation to oversee these activities.
Most entities are already maintaining today a register to
centralise information related to existing Outsourcing
arrangements. Such register is expected to become a
regulatory requirement in the future.

89%
52%
63%
48%
52%

Onsite audits
Internal audit
reports

41%42%

Industry
Certifications
Penetration tests

91%

37%
32%
6%

Maintenance of an outsourcing register

17%
Oversight responsibilities
47%
50%

37%
23%

21%

46%

33%

Yes, we maintain a detailed register
Dedicated
outsourcing
unit

Operations
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Compliance
department

Yes, we maintain a basic register
No

Sourcing regulation
Obtaining client consent is becoming more popular...
While only 13% of all respondents in 2017 stated that
they had obtained consent from their clients to share
their data with service providers, 37% have stated this in
2018.

An additional 50% of all respondents either handle such
data within the organisation or at a regulated entity in
Luxembourg, indicating the potential impact the law
might have on the financial services industry.
Nearly half of the respondents have performed an impact
assessment of the law of 27 February 2018, or even
delegated activities as a result of its entry into force.

Current strategy on handling of CID
3%

37%
35%

60%
10%
15%

… of the respondents could
benefit from the client consent
regulation of the law.

CID handled exclusively within the company
CID accessible by a regulated entity in Luxembourg
CID securely stored at the service provider’s
(i.e. encrypted)
Client consent
No

Level of awareness of the law by entity size

48%

Large

Small
0%

… of the respondents have as a result of
the law either assessed opportunities or
already implemented them.

10%

Aware

20%

30%

40%

Knowledgeable

50%

60%

70%

Assessment
performed

80%

90%

100%

Outsourcing
implemented
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A welcome change according to most industry sectors
Despite some concerns about the
potentially negative impact on the
local service provider industry, the
general perception of the law is very
positive. This could be partially
explained by local services providers
who have already started to adapt
their service catalogue to remain
relevant for financial institutions, as
well as also being able to benefit
from these changes.
Interestingly, the potential impact of
the law on the current outsourcing
strategy of companies is considered
as limited, regardless of the amount
of activities already delegated. This
could be explained by the increased
volume of outsourced activities. In
case of additional delegation of
activities, the preferred option
would be to establish arrangements
within the group or external service
providers outside of Luxembourg.

Perception of the law
Bank
Specialised
PSF
Support
PSF
ManCo
Investment
Firm
Insurance
0%

20%

40%

Opportunity

60%

Neutral

80%

100%

Threat

Impact of the Bill on the sourcing strategy
76%
69%

Highly outsourced business
No/little outsourced business

31%
18%
6%
No impact on the
outsourcing strategy
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Outsource more
activities to
the group or external
service providers

Outsource more
activities to
regulated entities
in Luxembourg

Obtaining regulatory approval requires some time and effort
The delegation of material activities generally needs to be authorised by the regulator prior to its implementation.
Such filing process generally does not follow a pre-defined process. The gathered experience related to such filing
process could be interpreted as rather neutral, given that the positive and negative feedback related to aspects such
as the amount of available guidance, related workload and responsiveness of the regulator balance each other out.
This is true for both large and small entities. The majority of respondents tend to prepare the documentation of such
authorisation requests internally.

Comparing experiences of requesting regulatory approval for outsourcing
Lacking guidance

Labour intense

Lengthy

Ext. support required

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

Well defined
All

Large Small

Overal
process
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Manageable
All

Large Small

Amount
of work

Timely
All

Large Small

Responsiveness
of the Regulator

In-house
All

0%

Large Small

Preparation of the
approval request
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PwC Luxembourg (www.pwc.lu) is the largest professional services firm in Luxembourg with 2,850 people employed from 77 different
countries. PwC Luxembourg provides audit, tax and advisory services including management consulting, transaction, financing and
regulatory advice. The firm provides advice to a wide variety of clients from local and middle market entrepreneurs to large multinational
companies operating from Luxembourg and the Greater Region. The firm helps its clients create the value they are looking for by
contributing to the smooth operation of the capital markets and providing advice through an industry-focused approach.
At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 158 countries with more than
236,000 people who are committed to delivering quality in assurance, advisory and tax services. Find out more and tell us what matters to
you by visiting us at www.pwc.com and www.pwc.lu.
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