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• The legal framework, financing arrangements, and
taxes and duties payable must all be taken into
account before embarking on a purchase.

• Property prices are linked to factors including distance
from the nearest economic center and the income tax
burden.

• Prices of owner-occupied homes have been rising
much more briskly since 2020. Over the long term,
price trends are closely tied to household incomes.

Source: Anita Affentranger

 
Switzerland's quality of life is among the highest anywhere
in the world, with three Swiss cities regularly featuring in the
top ten spots in the Mercer Quality of Living Rankings. The
country’s reliable legal system, stable political institutions
and strong economy are all incentives to invest in Swiss real
estate. This report covers the key considerations that foreign
buyers need to be aware of when purchasing a property in
Switzerland.

Legal considerations
The law governing property purchases is dependent on the
buyer's residence permit status.
The rules on who can purchase a property in Switzerland
are laid down in an act called the "Lex Koller." Citizens of
EU and EFTA states are treated identically to Swiss buyers
when purchasing real estate. Citizens of other countries who
hold a C permit are also exempt from any property-buying
restrictions. Non-EU or EFTA citizens with a B permit are
only allowed to purchase a main or vacation home. Foreign
nationals without a residence permit may only buy a second
or vacation home. Only EU/EFTA citizens or holders of C
permits are allowed to buy multi-family dwellings. There are
no restrictions applying to commercial property.

Who can buy Swiss real estate?
Overview of the legal framework (Lex Koller)

Source: UBS

No requirement to sell when moving out
Foreign owners are not required to sell up when moving out
of or within Switzerland. They are free to use the property
as a second or vacation home or to rent it to a third party,
even if they buy a new main home. It would be breaking
Swiss law, however, for them to buy a new main home
with no intention of occupying it. Once a property has
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been purchased in accordance with the law, no further
permissions are required for it to pass to the owners' heirs
upon their death.

Financing
Mortgages are capped at 80% of a property's value
The norm in Switzerland is for purchases to be funded
via a mix of mortgage borrowing and equity. However,
mortgages may not exceed 80% of the purchase price. The
first mortgage typically covers two-thirds of the property's
value. A second mortgage then usually covers the difference
up to 80% of the value and must be repaid on a linear
basis over 15 years. A shorter amortization period may be
required if the buyer will reach the age of retirement within
15 years.

Buyers must fund at least 20% of the purchase price with
equity. Half of this amount (i.e. 10% of the purchase price)
must consists of "hard" equity (e.g. savings, private pension
assets such as pillar 3a, gifts, inheritance advances). The
remaining 10% can come from occupational pension assets
(pillar 2). Here again, stricter rules on the composition of
equity apply if the buyer will reach the age of retirement
within the next 15 years.

At least 20% of the purchase price must be
funded from equity
Sources of funding, assuming the maximum possible mortgage, in %

Source: UBS

Size of mortgage is dependent on gross income
The maximum mortgage loan is dictated by the buyer's
gross income. Their partner's income may only be taken
into consideration if both partners will be jointly liable for
the mortgage. Annual property ownership costs should not
exceed one-third of gross annual income; these costs consist
of mortgage interest costs (at a hypothetical interest rate
of 5%) and maintenance and ancillary costs (each normally
set at 1% of the value of the property). This is designed
to ensure affordability even if interest rates rise significantly

and to prevent debt exceeding five to six times gross
annual income. Exceptions are possible based on wealth and
personal circumstances.

Short-term versus long-term borrowing
For almost the whole of the last 20 years, the costs of money
market financing have been below long-term financing
costs. In line with market expectations, mortgage rates on
short maturities have remained below those on long-term
maturities. But the costs of hedging against sharp rises in
interest rates in absolute terms are very low.

Choosing the right form of mortgage financing doesn't
just depend on current interest rate expectations. It is also
a question of the mortgage holder's risk capacity. When
taking out a mortgage, you should ask yourself three
questions:

• Could I cope with a very large increase in interest
payments (interest rate risk)?

Even though a massive rise in interest rates is very unlikely,
your property ownership costs should not exceed one-third
of your gross annual income even if rates were to reach 5%.

Rates above 5% are a rarity
Frequency distribution for discount rates (1907–2000) and Libor rates
(2001–2016)

Sources: SNB, UBS

• How much will it cost me to terminate my mortgage
contract early (early cancellation risk)?

Paying off a mortgage early can be costly. The costs of
exiting a mortgage contract depend on how lucratively the
capital can be reinvested at that point in time. The lower
interest rates are, the higher the exit costs. Conversely, if
interest rates rise sharply, borrowers may even be rewarded
for exiting the contract.

• How likely is it that I will have to renew my mortgage
when interest rates are higher (refinancing risk)?

If the entire mortgage volume has to be refinanced at a
higher rate, that will drive up the mortgage costs. For a
borrower looking to minimize interest rate fluctuations, it
can make sense to diversify long-term mortgages over time
(by taking out a mix of fixed-term mortgages with different
maturities). By contrast, refinancing risk is not a concern for
holders of short-term mortgages.
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Taxes and duties
It is important not to underestimate the taxes and duties
payable when buying a property and during ownership. The
total costs vary from canton to canton.

Taxation of the imputed rental value
The imputed rental value corresponds to the rental
value of the owner-occupied property and is taxed as
fictitious income. However, the property's mortgage interest
payments and maintenance costs can be deducted from this
theoretical income. In today's low interest rate environment,
the imputed rental value frequently exceeds the deductible
costs. An annual wealth tax must also be paid with respect
to the property (after borrowing against the property), and
some cantons also apply a separate property tax (which does
not take borrowing into account).

Real estate gains tax and transfer tax
Two forms of tax are levied when a property is sold. Real
estate gains tax can account for a large slice of the profit
on the sale of a property if its value rose substantially during
the period of ownership. As this tax is intended to curb
property speculation, it decreases with length of ownership.
For example, a real estate gain of CHF 100,000 in the
canton of Zurich would attract tax of CHF 44,000 if held
for less than one year. The same gain would be taxed at
CHF 28,000 if held for five years, or CHF 15,000 after 20
years of ownership. The tax is deferred if the gain is used
to buy another owner-occupied property. The second tax,
real estate transfer tax, can be up to 3% of the purchase
price. It is due at the time of purchase and—depending on
the canton—is payable by the buyer, by the seller, or split
50/50 between the two. On top of that, notary costs must
also be paid.

What does residential property in
Switzerland cost?
Prices
The highest prices are paid in the Lake Zurich and Lake
Geneva areas and in the most sought-after Alpine tourist
destinations. Prices in the high-end segment can often reach
CHF 13,000 to CHF 15,000 per square meter in these
regions. The CHF 20,000 per square meter mark is normal
in the luxury segment.

Depending on factors including journey times to the nearest
economic center, prices of CHF 8,000 to CHF 10,000
per square meter are typical in the high-end segment in
metropolitan areas around Switzerland's larger cities. As a
rule of thumb, prices fall by about 1% for every additional
minute it takes to travel to the city center.

How much does residential property in
Switzerland cost?
Prices per square meter in the high-end segment (70th percentile), in
CHF, 1Q 2021

Sources: Wüest Partner, UBS

Living costs
Prices of owner-occupied homes are greatly influenced by
the relative size of the local tax burden. If all location-related
living costs are added together (ongoing residential property
costs, taxes on income and wealth, and health insurance
premiums), living in a 150 square meter condominium costs
on average around CHF 52,500 per year across all Swiss
municipalities.

However, there are sizeable differences between
municipalities. For example, someone moving from the
relatively low-tax municipality of Zug to a comparable
apartment in the high-tax municipality of Montreux would
face an increase in living costs of nearly 30%. In this case,
annual costs would rise from around CHF 54,000 to nearly
CHF 70,000. Overall, property prices tend to be higher in
the lowest-tax municipalities, but this is balanced out by the
smaller tax burden. The effect of this tax advantage is more
evident for wealthier households.
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Housing cost comparison condominiums
Range for all municipalities, in CHF thousand

Sources: FTA, FSO, Wüest Partner, UBS Assumptions: gross income
of CHF 150,000, assets of CHF 250,000, married with two children,
150m2 condominium

Costs not related to financing
Whereas the financing costs associated with home
ownership have consistently fallen over recent years, the
share of expenses not directly related to financing has gone
up. The home ownership costs not related to financing
comprise operating (heating, electricity and water) costs,
maintenance costs and investment costs (spending aimed
at long-term value preservation). In absolute terms, the
annual non-financing costs associated with a medium-sized
condominium are likely to top CHF 10,000, although the
total can fluctuate substantially from year to year. Good
planning and targeted saving can help the joy of home
ownership prevail over the headaches. The following table
provides an estimate of annual non-financing costs.

Breakdown of costs per property type
Example calculation for a 150 square meter property of average quality;
annual expenses or provisions in CHF

Source: UBS. No claim to completeness.

Price prospects
Prices to surge in short term
Prices in the Swiss residential real estate market have been
surging since 2020. In the second quarter of 2021, they
were some 5% above levels from a year earlier. Prices of
single-family houses rose by 7% over the 12-month period,
while condominiums went up by 2%. We expect the strong
price momentum to persist this year.

• Despite a slight rise, low mortgage interest rates are
supporting the residential property market, keeping
demand and prices high. The ongoing costs associated
with an owner-occupied home are currently estimated at
10–15% below those for a comparable rental property.
This means, for example, someone living in a 150 square
meter apartment would save around CHF 5,000 per year.

• We expect a strong economic recovery, which
should improve many households' financial situations.
Household purchasing power should also be boosted by
asset price inflation.

• There are also solidly established expectations of long-
term residential property appreciation, which have been
cemented further by the experiences of the last few
quarters.

• At present, the market is being buoyed by tight supply
of available properties: Around 3.5% of all owner-
occupied homes are currently advertised for sale. The
latest statistics on building applications and permits do
not point to a significant acceleration in the construction
of new homes for owner occupation.
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Low occupancy costs for owner-occupied homes
Nominal costs per square meter, per year for a new-build condominium
and a comparable rental apartment in the high-end segment,
smoothed

Sources: Wüest Partner, UBS * Mortgage interest payments for a long-
term mortgage, provisions for maintenance and costs for imputed
rental value taxation

Control mechanisms will curb demand in the long run
For most households, maximum purchase prices are
constrained by affordability or lending criteria. Small
apartments are therefore in increased demand, and relative
willingness to pay for lower-quality properties remains
high. Ultimately, however, price trends are closely tied to
household incomes. This means Swiss real estate prices
will only be able to continue their nearly 20-year rise if
household incomes keep rising too. We therefore expect the
pace of price increases to slacken from 2022.

The Swiss National Bank estimates that the residential
property market is overvalued by between 5% and 30%.
The UBS Swiss Real Estate Bubble Index is also closing in on
bubble territory. There is no correction in sight at present,
but a sharp rise in mortgage interest rates (e.g. by 1 to 2
percentage points) could trigger a 10–20% fall in property
prices.

UBS Swiss Real Estate Bubble Index

Source: UBS

Vacation and luxury real estate
Demand for vacation and luxury properties remained
high in the first half of 2021. Across tourism-dominated
municipalities, prices of second homes rose by an average
of just under 7% year-over-year. Prices were up by as much

as 9% in luxury locations on Lakes Zurich and Geneva and
in top Alpine destinations. These locations are benefiting
not only from the drivers described above, but also from
increased demand from beyond Switzerland's borders. This
is because Swiss measures to control the pandemic have
been significantly less restrictive than elsewhere, and the
probability of tax hikes remains relatively low in view of the
country's healthy public finances.

Further details on vacation property: UBS Alpine Property
Focus
Further details on luxury property: UBS Luxury Property
Focus

UBS Real Estate Local Fact Sheets
Finding a new home in a new country is a challenge. The
UBS Real Estate Local Fact Sheets make this decision easier.
They provide detailed information on local property prices,
population trends, construction activity and taxes in all Swiss
municipalities. You can obtain a copy from your UBS client
advisor.

The largest residential property markets – a
comparison
The 25 largest cities in Switzerland (by population)

Source: UBS 1) Price in CHF/m2 for new-build properties (70th
percentile) in 1Q 2021 and annualized rate of change since 1Q 2018;
2) Population in 2019 and annualized rate of change since 2016; 3)
married without children with a gross income of CHF 200,000 p.a.

Swiss real estate market

05

https://secure.ubs.com/public/api/v2/investment-content/documents/XdsCpwworHt6DE_xVWWXPw?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
https://secure.ubs.com/public/api/v2/investment-content/documents/XdsCpwworHt6DE_xVWWXPw?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
https://secure.ubs.com/public/api/v2/investment-content/documents/pWXDnqp829Hw2vgW2-lTSA?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
https://secure.ubs.com/public/api/v2/investment-content/documents/pWXDnqp829Hw2vgW2-lTSA?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH


Appendix

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland
AG (regulated by FINMA in Switzerland) or its affiliates ("UBS").
The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.
Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other
specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular investment
objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. Different assumptions
could result in materially different results. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an
unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from
sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness
(other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and market prices indicated are current
as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ or be contrary to those expressed by
other business areas or divisions of UBS as a result of using different assumptions and/or criteria.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be
used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or the value of
any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without limitation, for the
purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing performance fees. By
receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise
rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold long
or short positions in investment instruments referred to herein, carry out transactions involving relevant investment instruments in the capacity of
principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself or
to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions (including whether to buy, sell or hold
securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments
may not be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which
you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas
within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial
risk of loss, and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for its future performance.
Additional information will be made available upon request. Some investments may be subject to sudden and large falls in value and on realization
you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on
the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel,
sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and
makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's
circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of
our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any
of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly prohibits
the distribution and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or lawsuits from
any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as may be
permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment views and
publication offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the relevant authors
of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are available upon request
from your client advisor.
Options and futures are not suitable for all investors, and trading in these instruments is considered risky and may be appropriate only for
sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of "Characteristics
and Risks of Standardized Options". You may read the document at https://www.theocc.com/about/publications/character-risks.jsp or ask your
financial advisor for a copy.
Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any particular structured
investment, you must read the relevant offering materials for that investment. Structured investments are unsecured obligations of a particular
issuer with returns linked to the performance of an underlying asset. Depending on the terms of the investment, investors could lose all or a
substantial portion of their investment based on the performance of the underlying asset. Investors could also lose their entire investment if the
issuer becomes insolvent. UBS Financial Services Inc. does not guarantee in any way the obligations or the financial condition of any issuer or the
accuracy of any financial information provided by any issuer. Structured investments are not traditional investments and investing in a structured
investment is not equivalent to investing directly in the underlying asset. Structured investments may have limited or no liquidity, and investors
should be prepared to hold their investment to maturity. The return of structured investments may be limited by a maximum gain, participation
rate or other feature. Structured investments may include call features and, if a structured investment is called early, investors would not earn any
further return and may not be able to reinvest in similar investments with similar terms. Structured investments include costs and fees which are
generally embedded in the price of the investment. The tax treatment of a structured investment may be complex and may differ from a direct
investment in the underlying asset. UBS Financial Services Inc. and its employees do not provide tax advice. Investors should consult their own tax
advisor about their own tax situation before investing in any securities.
Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate
environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles
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approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may
inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment
objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or
higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the investment
opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG
or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate responsibility,
sustainability, and/or impact performance.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or
an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial Consultant
and is made available to their clients and/or third parties.
USA: This document is not intended for distribution into the US and / or to US persons.
For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.
Version A/2021. CIO82652744
© UBS 2021.The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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