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Property Purchase in Switzerland: the tax-efficient use of pensions.

Introduction Based in Geneva, ARTESIA Financial Services Sàrl provides specialist financial planning, investment
and taxation advice, to 

�x HNW individuals, 
�x expatriated professionals and where appropriate, their 
�x international employers. 

We are entirely INDEPENDENT and are free to make recommendations or negotiate terms for our 
clients, with regard to the investment or lending products of any suitable financial institution.

Foreigners resident in Switzerland who hold a valid permit may purchase a residential property 
here. The purpose of this briefing note is to outline the advantages of making maximum use of a 
number of recent changes in pension legislation.

Two areas are covered here: firstly the changes to funding rates and investment flexibility for the 
Swiss 2nd Pillar Pension Scheme and secondly, the relaxation of UK rules covering transfers of UK 
preserved pensions rights to overseas pension schemes.

The Swiss 2nd

Pillar Scheme
Switzerland’s pension system is composed of three pillars, of which the first and second are of 
approximately equal importance.

The second pillar, the so-called BVG (German) or LPP (French) is a mandatory, employer-based, 
fully funded occupational pension scheme, intended to ensure that gainfully employed persons 
can appropriately maintain their lifestyle after retirement. Pension institutions can also provide 
for benefits which exceed the minimum required by law. These are referred to as ‘sur-obligatoire’ 
(in-excess of-compulsory), or Pillar 2b, benefits.

Funding and 
Investment 
Conditions

Basic, obligatory contributions are 7%, 10% or 15% (depending on age), but which is only applied 
to a salary base of approximately CHF 50,000 p.a. Contributions are split between the employer 
and employee.

The rules relating to Pillar 2b benefits have recently changed. Maximum contributions, related to 
your profession, can now be made at a rate of 25% of a (maximum) salary of around 500k EUR. 
Employers can now also sponsor stand-alone top-up plans, with different terms for different levels 
of employee. Salary sacrifice is permitted.

Further, deductible personal contributions of 20% per annum for 5 years may also be made.

Investment powers:The LPP law must still be respected (for example maximum 50% in equities, 
custody must remain in Switzerland etc), otherwise an extremely wide range of investment 
opportunities are now possible, subject to trustee approval. This can also include the appointment
of discretionary investment managers.  

This now gives HR departments the ability to design and offer a company scheme which not only 
meets staff expectations; it becomes a valuable tool to attract and retain the best talent
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Planning Points �x funds can be pledged from a Swiss 2nd pillar scheme to help purchase a property. As the 
contributions will have been tax-deductible this is very tax efficient.

�x Artesia can arrange for your deposit funds to be both effectively fed into your 2nd pillar 
scheme as deductible contributions AND included in the LTV calculation. Thus deposit 
funds can also be used to re-claim income tax.

�x Workers leaving Switzerland permanently can take their funds as cash, after a small 
capital tax. If the destination is an EU country only the sur-obligatoire part can be taken.

The transfer of 
UK preserved 

pension benefits.

In return for relatively generous tax relief on contributions, the UK pension regime imposes both 
an effective tax on dividend income and also heavy restrictions on the manner in which benefits 
can be taken by the scheme member. Notably:

�x only 25 per cent of the fund value may be taken as a lump sum, and
�x pension income whether (annuity or drawdown) is taxed as unearned income.

A transfer overseas from the UK, whether from a s266, a Stakeholder, a Personal Pension or the 
scheme of an ex-employer, must be to a ‘QROPS’, which is a  pension scheme recognised and 
registered with HMRC, the UK tax authority.  As Swiss pension schemes cannot accept transfers 
from abroad (although a few multinationals are doing it) it follows that for Swiss residents the 
QROPS must be based in a territory which accepts non-residents, as scheme members.

For expatriates, transferring to a fiscally-neutral financial centre actually makes a lot of sense and 
there should be no sacrifice in terms of security, investor protection, administrative efficiency or 
transparency.  No more winding up domestic arrangements every time you move country.

How can we 
improve on UK 

treatment?

Our pension transfer service can provide greater access to capital, tax free growth within the fund, 
greater freedom to derive tax-efficient income from the fund, as well as:

�x wider investment possibilities, including real estate and private equity
�x freedom from the obligation to purchase poor value annuities

Consequences for 
property purchase 

in Switzerland 

�x clients who have been non-UK resident for 5 years or more, and who are over age 50 
may benefit from immediate access to their whole pension fund !

�x independent QROPS providers offer extremely wide ranging investments, including 
property. The schemes can be kept very simple or they can become effectively your own 
private investment vehicle.

�x a QROPS, which legally is a trust, can own property directly. As of 2007 Switzerland has 
recognised trust law, so that with a little planning, problems arising from Swiss 
inheritance tax law, to which residents are subject, can also be resolved.

Contact For further details please contact Phillip Ainslie on +41 79 335 0856, or email: pa@artesia.ch


