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The Swiss tax system

‘Companies resident in 
Switzerland are taxable 
on their worldwide 
income. However, income 
from foreign permanent 
establishments and foreign 
real estate is excluded.’

Introduction
Switzerland is a confederation of 26 cantons (similar to states) that have a degree of 
sovereignty with regards to taxation within their respective cantons. Consequently, taxation 
of companies in Switzerland takes place at three levels: communal, cantonal and federal. 
This also means that there are no standard tax rates; depending on the canton in which the 
company is established, the total effective tax rate varies. Also, certain types of income may 
be exempted.

Taxable income
Companies resident in Switzerland are taxable on their worldwide income. However, income 
from foreign permanent establishments and foreign real estate is excluded, although it is 
included for determination of the tax rate. Losses from a foreign permanent establishment 
are tax deductible (a ‘claw-back’ period of seven years may apply).

The cantonal tax authorities may, as part of the discussions to obtain a tax ruling, require 
that part of the income from foreign permanent establishments (10%-30%) is added to the 
taxable basis in Switzerland.

The permanent establishment in Switzerland of a foreign company is subject to tax  
in Switzerland.

Tax rate
The rate for corporate income tax at federal level is 8.5%. The effective federal tax rate is 
7.83%, as taxes payable are deductible.

The effective rates at communal and cantonal levels vary from canton to canton.

Overall, the tax rate varies between 12% and 24% (i.e. the total for communal, cantonal  
and federal).

Specific types of taxes
As stated above, taxes in Switzerland are levied at three levels. Table 1 on the following 
page provides an overview of the different taxes at the different levels.
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Table 1: Overview of most important taxes in Switzerland

Federal taxes                             Cantonal taxes                         Municipal taxes

Individual income taxes Individual income and net 
wealth taxes

Individual income and net 
wealth taxes

Corporate income taxes Corporate income and net 
wealth taxes

Corporate income and net 
wealth taxes

(No federal real estate taxes) Real estate profit taxes 
Real estate taxes 
Real estate transfer taxes

Real estate profit taxes 
Real estate taxes 
Real estate transfer taxes

Others:  
Withholding tax  
VAT 
Stamp duties 
Military and civil service 
Exemption tax 
Customs duties

 
Motor vehicle taxes 
Inheritance and gift taxes

 
Trade taxes

Stamp duty
A 1% stamp duty is levied on shares issued by Swiss companies. The first CHF1 million is 
exempt from tax for incorporation and capital increases. Share premium is not covered by 
the exemption.

Also, in case of qualifying mergers and reorganisations, and in cases of financial 
reorganisations, the 0%-rate may apply. Specific requirements may have to be met. A tax 
ruling will be required.

Net equity tax
Net equity is not taxed at federal level. At communal and cantonal level the rate varies 
from 0.001% to 0.525%.

Capital gains and participation exemption
Capital gains derived from qualifying participations are subject to the participation 
exemption. Participations qualify when at least 10% of the shares held in the subsidiary are 
sold and the shares are held for at least one year at the time when the shares are sold.

The participation exemption for dividends received applies if the Swiss company holds:

 at least 10% of the share capital

 a share of at least 10% in the profits and reserves or

 a holding that represents a fair market value of at least CHF1 million.

If the requirement is met, the federal tax liability will be reduced and will usually lead to a 
full exemption.

‘A 1% stamp duty is levied 
on shares issued by Swiss 
companies. The first CHF1 
million is exempt from 
tax for incorporation and 
capital increases.’
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Companies that benefit from the holding regime are, on the communal and cantonal  
level, completely exempted from all income received from financial participations such  
as dividends, capital gains and interest. As a consequence, such holding companies  
pay 8,5% federal tax (effective rate of 7.83%) on the income not qualifying for the 
participation exemption.

Switzerland will not carry out a ‘subject-to-tax’ test or a test on the activity of the subsidiary. 
CFC-rules do not exist.

Withholding tax on dividend
The withholding tax rate amounts to 35% for dividends and liquidation distributions in 
excess of the nominal share capital and capital contribution reserves. The rate may be 
reduced (to nil) under applicable double taxation treaties or the EU − Switzerland’s 
agreement on taxation of savings (contains rules similar to those in the EU Parent- 
Subsidiary directive).

Withholding tax on interest payments
The withholding tax rate on interest amounts to 35%. Payments of interest on private loans 
(i.e. received from foreign group companies) should not be subject to withholding tax, 
unless it could be construed as deemed dividend. The ‘arms–length’ principle applies  
to interest rates. On a regular basis, the Swiss Federal Tax Administration publishes ‘safe 
haven’ rates.

Withholding tax on royalties
No withholding tax is levied on royalties paid to foreign beneficiaries.

Domiciliary and holding companies
Domiciliary companies are companies that have limited or no activity in Switzerland.  
As long as the activities are carried out abroad, it may be a trading company, provide 
financing and hold intellectual property rights. The profits generated by trading by 
domiciliary companies abroad are taxed at reduced effective rates between 1% and 4% at 
communal and cantonal levels.

Income is taxed at the general tax rates; however, the taxable basis may be reduced to 
10%-30% of income. Consequently, the total effective tax rate (i.e. communal, cantonal and 
federal) varies between 9% and 12%. It is important to note that the reduction depends on 
the level of administrative activity performed in Switzerland and the relevance to the  
Swiss economy.

Holding companies are completely exempt from corporate income tax at communal and 
cantonal levels, for all income received from financial participations such as dividends, 
capital gains and interest. For details on federal level tax relief, please refer to the ‘Capital 
gains and participation exemption’ section on pages 2−3.
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To benefit from the holding company regime holding companies must meet the  
following requirements:

 its principle objective must be the durable management of participations

 it may not have commercial activity in Switzerland and

 the return derived from its participations must amount to at least two thirds of its total 
revenue or the total value of its assets must consist for at least two thirds  
of participations.

Tax treaties
Switzerland has signed double taxation treaties with over 90 countries, under which 
withholding tax on dividend payments may be decreased (or reduced to nil) in the country  
of source (please see table 2 below). Further double taxation treaties are being concluded.

Table 2: Countries with double taxation treaties with Switzerland

‘Switzerland has signed 
double taxation treaties 
with over 90 countries, 
under which withholding 
tax on dividend payments 
may be decreased (or 
reduced to nil) in the 
country of source. Further 
double taxation treaties 
are being concluded.’

Albania Estonia Liechtenstein Singapore
Algeria Faroe Islands*** Lithuania Slovak Republic
Anguilla* Finland Luxembourg Slovenia
Antigua and Barbuda* France Macedonia South Africa
Armenia Germany Malawi* South Korea
Australia Georgia Malaysia Spain

Austria Ghana Malta Sri Lanka

Azerbaijan Greece Mexico St Kitts and Nevis*

Bangladesh Grenada* Moldova St Lucia*
Barbados* Hong Kong Mongolia St Vincent and the Grenadines*
Belarus Hungary Montserrat* Sweden
Belgium Iceland Morocco Tajikistan
Belize* India Netherlands Thailand
British Virgin Islands* Indonesia New Zealand Trinidad and Tobago
Bulgaria Iran Norway Tunisia
Canada Ireland Oman** Turkey
Chile Israel Pakistan Ukraine
China Italy Peru United Arab Emirates
Colombia Ivory Coast Philippines United Kingdom
Croatia Jamaica Poland United States of America
Czech Republic Japan Portugal Uruguay
Denmark Kazakhstan Qatar Uzbekistan
Dominica* Kyrgyzstan Romania Venezuela
Ecuador Kuwait Russian Federation Vietnam
Egypt Latvia Serbia Zambia*

* Through the 1954 tax treaty with the United Kingdom 
** Double taxation agreement initialled 
*** Through the tax treaty with Denmark
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Whilst we have taken reasonable steps to provide accurate and up to date information in this publication, we do not give any 
warranties or representations, whether express or implied, in this respect. The information is subject to change without notice. 
The information contained in this publication is subject to changes in (tax) laws in different jurisdictions worldwide.

None of the information contained in this publication constitutes an offer or solicitation for business, a recommendation with 
respect to our services, a recommendation to engage in any transaction or legal, tax, financial, investment or accounting advice. 
No action should be taken on the basis of this information without first seeking independent professional advice. We shall not be 
liable for any loss or damage whatsoever arising as a result of your use of or reliance on the information contained herein. 

This is a publication of TMF Group B.V., P.O. Box 23393, 1100 DW Amsterdam Zuidoost, the Netherlands (contact@tmf-group.com). 
TMF Group B.V. is part of TMF Group, consisting of a number of companies worldwide. A full list of the names, addresses and 
details of the regulatory status of the companies are available on our website: www.tmf-group.com. © 2013 TMF Group B.V.

Contact us
For more information on our products 
and services, or if you would like to 
discuss this publication in more detail, 
please contact:

Jurgen M.J. Borgt 
Director 
T. +41 22 5448 147 
E. jurgen.borgt@tmf-group.com

Sébastien Moret 
Manager 
T. +41 22 5448 184 
E.sebastien.moret@tmf-group.com

Most of the double taxation treaties that Switzerland has concluded, allow for crediting 
of foreign non-recoverable tax against Swiss communal and cantonal taxes. The credit is 
limited to the amount of the tax due on such income.

Various
Companies are allowed to carry out tax neutral reorganisations if, inter alia, the following 
conditions are met:

 the new company remains subject to Swiss tax 

 there is no liquidation or disposal of assets 

 Switzerland retains the right to tax hidden reserves.

Profits may be compensated with losses over the previous seven years. Losses may not be 
carried back.

In addition, provided certain conditions are met, companies operating in Switzerland may 
be granted partial or full tax holidays for a maximum period of 10 years.

To make use of the fiscal possibilities in Switzerland it is necessary to ascertain whether 
a tax ruling must be requested. In most situations this is the case. A fiscal advisor will be 
able to provide assistance. Tax rulings are usually valid for five years and may be renewed, 
provided the facts are still the same.

Finally, it is important to note that the Swiss tax authorities frequently require a certain level 
of substance in Switzerland to benefit from fiscal advantages. This may vary from case to 
case and needs to be discussed with a fiscal advisor.

Conclusion
TMF Services SA would be pleased to assist you with the setting up of a company in 
Switzerland. Fiscal and legal advice must be obtained prior to making the decision to 
establish a Swiss company. TMF Services SA requires a copy of such advice.

‘To make use of the fiscal 
possibilities in Switzerland 
it is necessary to ascertain 
whether a tax ruling must 
be requested. In most 
situations this is the case. 
A fiscal advisor will be able 
to provide assistance.’


