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REAL ESTATE OPPORTUNITIES AND 

INVESTMENTS IN LUXEMBOURG 

*** 

Real Estate in Luxembourg, a safe and profitable 

investment 

 

 

• GENERAL ASPECTS 

 

Real estate is big business globally as buyers increasingly look beyond their own borders for lucrative 

Investments. 

 

Having an expert on the ground with intimate knowledge of the investment location is essential to a smooth 

purchase process.  

 

The aim of the feature is to the client valuable insight into the real estate transaction process across a range of 

jurisdictions, including give best practice approaches and advice.  

 

Over recent years the Luxembourg real estate market has experienced rapid development, which continues 

today, in both office and residential property, with growth of 50% and 60% respectively. 

 

There is a severe imbalance between supply (4,500 units per annum) and demand (6,000 units per annum) 

and as a consequence there are potential gains to be made on resale, providing an interesting investment 

opportunity for private, professional and institutional investors alike. 

 

There are few speculative projects and the risk of not finding lessees is limited, considering the strong 

demand, with promising rates of return: 

 

Offices:   4% - 5%  

 

Residential:  4.8% - 6% with peaks up to 7.5% or even 8% (construction of residential and housing 

blocks) 

 

Rental return:  6% - 8%. 

 

The cost of office rents is 23% to 50% depending on the quality and the location of the offices concerned. 
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In 2020 residential real estate transactions will reach a volume of € 158 billion, reflecting an increase of 

approximately 30% from today, and for offices € 32 billion, meaning an increase of 40% from today. 

 

With a view to financing, the banks generally require a personal contribution in the order of 20/25% to 30%. 

Depending on the specific case, it is possible to opt for fixed or variable interest rates or a mix, and even the 

possibility of repaying interest only with a deferred repayment of principal amount! 

 

For several years the Luxembourg market has seen extremely strong interest on the part of private, 

professional and institutional investors, a phenomenon which had been rather rare some years previously, 

fostered by political stability, sound economic prospects, resistance to the financial crisis, still attractive 

taxation and above all high returns making Luxembourg a most interesting platform on which to purchase or 

to invest in real estate. 

 

Interest paid to finance the property and the maintenance and management costs can be deducted. Then there 

is the deduction within the framework of the depreciation schedule of 6% of the price of construction. By 

way of example, with an investment of € 375,000, and a consequential depreciation of %, there is € 19,500 to 

be deducted and for instance with a rent of € 18,000, the owner would not be taxed for six years! 

 

Let us take the example of a long lease: If the registration of full ownership is 7% (plus municipal duties to a 

total of approximately 10%/11%) of the purchase price of the land, on a long lease these duties would only 

be 0.6% of the overall rent. 

 

Banks are struggling in Luxembourg as there is negative interest for savings and lots of equity in the market 

looking for property investments. As a result, those banks have become aggressive in attempting to get their 

projects positioned, offering higher leverage than once was the case. Leverage of up to 80 per cent is 

something borrowers can achieve.  

 

• REAL ESTATE INVESTMENT VEHICLES 

 

In Luxembourg, private, professional and institutional investments with the aim of establishing a real estate 

portfolio can be made via a wide range of investment vehicles. 

 

Such a corporate structure may be incorporated in the form of a non-regulated or a regulated entity. 

 

Depending on the size of the acquisition project this will be via a corporate form such as a Public Limited 

Company (SA), Private Limited company by Shares (SARL) ; a corporate Partnership limited by shares 

(Société en Commandite par actions) or the special limited partnership (Société en Commandite Spéciale, 

SCSp and the Common limited partnership (Société en Commandite Simple, SCS) or Non-Trading Company 

(Société Civile) are the most commonly chosen for companies inveting in real state.  

 

Or via a real estate investment fund, such as Specialised Investment Fund “FIS”, Risk capital Investment 

Company (SICAR), Alternative Fund-AIF ‘Fonds Alternatifs’. (RAIF) 
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Such vehicles present the private, professional and institutional investor with many advantages, inter alia tax 

optimisation including arrangements within the framework of estate planning. 

 

• TAXATION 

 

- Real estate income is in principle taxed as miscellaneous income. 

Speculation profit arises when the interval between the acquisition and the sale does not exceed two years, 

with a maximum of 42%. 

 

- Rate – A corporate income tax rate of 18% applies to a company whose taxable income exceeds EUR 

30,000. The rate is 15% if annual taxable income does not exceed EUR 25,000. A municipal business tax 

also may be levied (see “other”, below). Municipal business tax may be imposed at rates ranging from 

6% to 12%, depending on where the undertaking is located.  
 

- Real property tax – Municipalities in Luxembourg impose a land tax of 0.7% to 1% on the unitary value 

of real property, including industrial plants. This is multiplied by coefficients fixed by each municipality 

and varies according to the type of real property.  

 

Corporate structures offer a multitude of opportunities to optimise acquisition or investment. 

 

It is possible to leverage the investment through a mixture of equity and debt. Capital gains derived from the 

sale of Luxembourg real estate (including gains on the sale of land) will continue to be taxed until 31 

December 2018 at one-fourth of the overall tax rate. 

 

Indeed, this measure, introduced initially as a temporary incentive applicable during 18 months (from 1 July 

2016 until 31 December 2017), has been extended to continue the efforts of the Luxembourg Government to 

increase the real estate offer in Luxembourg. 

 

Luxembourg companies may benefit via applicable double tax treaties from tax exemption on income 

deriving from real estate locate abroad. 

 

Dividends and capital from qualifying shareholdings in real estate property companies are usually exempt 

from corporate income tax under the Luxembourg domestic participation exemption. 

 

There is normally no net worth tax due on directly held foreign real estate ore shareholdingqs in foreign 

companies as a result of tax treaties and dommestic law exemptions. 

 

No capital duty. 

 

The annual property tax is low (generally of a few hundred euros). 
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• ASSISTANCE FROM A LAWYER 

 

If the deed of purchase of real estate requires the intervention of a notary, assistance from a lawyer is 

recommended, in particular for  

 

 drafting the clauses of the agreement; 

 establishing the mode of acquisition or whether or not to take a corporate form; 

 establishing an investment vehicle; 

 monitoring the procedure regarding building authorisations or for urban or country planning 

permissions; 

 dealing with co-ownership regulations; 

 drafting private and/or commercial leases. 

 

We are used to running multi-disciplinary due diligence for our clients, doing the tax and legal due 

diligence ourselves and working closely with engineers running technical due diligence. We put all our 

findings together and pay attention to everything, drafting the SPA and highlighting issues for clients to 

be aware of.  
 

We advise clients as well to asset deals as share-deals. We are working together with multinational law 

firms, and we update our clients after every team meeting, keeping them informed on how the process is 

developing. 

 

• CONCLUSIONS 

 

In view of its political and social stability, one of the lowest tax regimes in Europe, great demand for real 

estate, rather high returns and above all a wide range of corporate structures, including more particularly 

the Financial Holding Company (SOPARFI) and the Investment Fund, Luxembourg is currently and will 

remain in the future an extremely interesting place in which to implement real estate projects. 

 

Our firm has a solid footing in the real estate environment and in addition to presenting the most 

interesting offers we will assist clients to take all the necessary steps to implement real estate projects, 

from the acquisition to the structuring of a project. 

 

All the conditions are thus met for a real estate investment in Luxembourg to be a very fine investment! 
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