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Taxes in Luxembourg 2018 
 

Personal taxation:  

 

Residence  

 

- An individual is considered a resident of Luxembourg if he/she is domiciled in Luxembourg or 

his/her customary place of abode is in Luxembourg. 

 

- the individual income tax (Impôt sur le Revenu): progressive (0 to 39% plus 4 to 6% for the 

employment fund) for the residents on their worldwide income and for the non-residents on their 

Luxembourg income, including the capital gains realized in less than 6 months and 50% of capital 

gains realized on 10% or more of a company sold; 

 

Withholding tax on Interest  

 

Luxembourg does not levy withholding tax on interest. However, profit-sharing bonds and debt 

instruments with remuneration linked to the issuer’s profits are taxed as dividends at a 15% rate. 

 

- The withholding tax (Précompte Mobilier): 15% on dividends with exceptions, f.ex. those provided 

by double taxation treaties; no withholding tax on interest for non-residents except when the European 

Union Savings Directive (EUSD or Council Directive 2003/48/EC of 3 June 2003) applies; no 

withholding tax on royalties and liquidation proceeds for non residents; a 20% final withholding tax 

on interest for residents;  

 

Royalties – Luxembourg does not levy withholding tax on royalties. 

 

Capital – No. A registration fee of EUR 75 is imposed on incorporation or amendments to bylaws. 

 

Social security – Employers must make social security contributions (including for pension, illness 

and accident insurance) on behalf of their employees at a total rate of 12.45% to 15.20, depending on 

various factors. 

 

Capital gains – Short-team capital gains are taxed as current income (at progressive rates up to 42%); 

long- term gains receive more favourable treatment. A temporary regime is applicable until 31 

December 2018 under which long-term gains for real estate are taxed at 25% of the tax payer’s global 

tax rate. Gains on an individual’s private residence normally are exempt. 

Gains derived by an individual on shares are long-term if the shares were held for more than six 

months, and are taxable only if the shareholding exceeds 10%. 

 

Rates – Progressive rates up to 12% apply. Income tax due is increased by: (1) a contribution of 7% to 

the employment fund (9% for income exceeding EUR 150,000); and (2) a 1.4% dependency 

contribution. 

Investment income in the form of dividends is subject to a15% withholding tax. See also “Capital 

gains”, above. 

 

 

http://www.agefi.lu/Fiscalite.aspx#EnText
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Inheritance / estate tax – Inheritance tax is levied in Luxembourg if the deceased was resident in 

Luxembourg at the time of this/her death. The tax base is the market value of the entire net estate 

inheritance at the time of death. Rates range from 0% to 48%, depending on the proximity of the 

relationship and the amount of the assets bequeathed to each beneficiary. Exemptions are applicable in 

certain cases. 

 

Net wealth / net worth tax – No 

 

Social security – Social security contributions apply to wages and salaries and are due from both the 

employer (at rates of approximately 12% to 15%) and the employee (at 12.20 to 12.45%).  

Contributions for both employers and employee are computed on a capped basis (approximately EUR 

119,915.16 for 2018), and must be withheld by employer. Self-employed individuals must register for 

social security purposes and pay approximately the same rates as the combined rates for an employer 

and an employee. 

 

Value added tax (VAT): 

 

Rates – The standard rate is 17%. An intermediate rate of 14% applies, e.g. to the management and 

safekeeping f securities, the sale of wine and printed advertising materials. A reduced rate of 8% 

applies, e.g. to the supply of gas and electricity; and a super reduced rate of 3% applies, e.g. to the sale 

of books, the supply of water, pharmaceuticals, most food products and radio and television 

broadcasting services. Certain services are exempt, e.g. financial, health and medical services and the 

leasing of immovable. 

The minimum net worth tax is reduced by the corporate income tax due the previous year. 

Other taxes include gift tax, customs duty, subscription tax and registration taxes (e.g. lease contracts 

and loan agreements). 

 

Corporate taxation  

 

Companies in Luxembourg 

 

- the Holding: the most used status is Soparfi (Société de Participations Financières), for the holding 

of participations, with the application of double taxation treaties and total exemption of taxation on 

dividends, capital gains and liquidation proceeds  

 

- the SPF (Société de Gestion de Patrimoine Familial), for the management of financial  assets, 

excluded from the application of double taxation treaties, with total exemption of taxation of corporate 

income taxes (Impôt sur le Revenu des Collectivités including the Impôt Commercial Communal) and 

a 15% withholding tax (Précompte Mobilier) on dividends and interest for non-resident individuals 

 

- the other commercial companies with a status (Société Anonyme ou SA, Société 

à Responsabilité Limitée ou Sàrl, Société en Commandite par Actions ou SCA …) also adopted by 

Soparfi and SPF, with the possibility of corporate income taxes  (Impôt sur le Revenu des Collectivités 

including the Impôt Commercial Communal: 0 à 29,63%) and net wealth tax (Impôt sur la Fortune on 

net asset value: 0,5%). 
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Specific activities have been addressed by adapted regulations: investment funds (UCITS, SICAR, 

SIF), real estate, microfinance, securitization, pensions, insurance, reinsurance, foundations, Islamic 

finance. 

 

Residence – A company is resident in Luxembourg if its legal seat or central administration is in 

Luxembourg. 

 

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.  

Real estate taxation 2018 
 

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. 

 

Taxation of dividends – Dividends received by a resident company are included in taxable income, 

unless the participation exemption regime applies. 

 

Capital gains – Capital gains generally are included in taxable income and taxed at the standard 

corporate tax rate. However, capital gains derived from the sale of shares may be exempt from 

corporate income tax in certain cases. 

 

Participation exemption – Dividends and capital gains derived by a qualifying entity from a 

qualifying shareholding may be exempt from Luxembourg corporate income tax and municipal 

business tax if the entity deriving the income holds or commits to hold the participation, directly or 

indirectly, for an uninterrupted period of at least 12 months and the participation does not fall below 

10% or below an acquisition price of EUR 1.2 million (EUR 6 million for capital gains) throughout 

that period. 

 

Dividends received by an eligible Luxembourg parent entity from an eligible subsidiary located in 

another EU member state are not exempt under the participation exemption regime if the payments are 

deductible in the other member state. The benefits of the participation exemption regime also will not 

apply where the transaction qualifies as an abuse of law under the general anti-abuse rule. 

 

*** 
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New incentive for software purchases 2018 

The acquisition of software may benefit, under certain conditions, of a new tax credit, which will 

amount to 8% up to EUR 150,000 of its purchase price, and 2% above such threshold. 

However, such advantage is subject to a certain number of limitations: 

 only acquisitions of software may benefit from such measure excluding thus, for instance, the 

benefit for a software produced within the company; 

 exclusion of the incentive for the acquisition of software from related parties within the 

meaning of article 56 of the Luxembourg income tax law ("LITL"); this limitation reduces 

quite significantly the benefit of this measure in view of the rather broad definition of "related 

entities" under article 56 LITL; 

 limitation of the tax credit to 10% of the tax due for the year in which the software has been 

purchased; and 

 the income from an eligible software will be excluded from the new Luxembourg IP tax 

regime, currently discussed and to be implemented in the near future, if the tax credit for such 

a software is used. 

 

Incentives – A global investment tax credit is available for 8% of the acquisition value of the EUR 

150,000 of investments made during the year, and 2% of the excess over EUR 150,000. A 

supplementary investment tax credit of 13% of the acquisition value of qualifying investments made 

during the tax year also is available. 

 

*** 

 

Exchange of information:  

 

The procedure for the exchange of information upon request is laid down in the law of 31 march 2010. 

This law was subsequently adapted, with the aim of accelerating the exchange procedure, by limiting 

the possibility to appeal the amount of an administrative fine imposed in case of refusal to provide 

information. 

In 2015, in the framework of an appeal by a taxpayer against such a fine, the Luxembourg 

Administrative Court referred questions for a preliminary ruling to Court of Justice of the European 

Union (CJEU) on the interpretation of various provisions of the directive 2011/16 EU. On 16 may 

2017, the grand chamber of the CJEU released its decision (C-682/15) and ruled that the requested 

party has the right to appeal against the request for information as well as the penalties imposed by the 

Luxembourg tax authorities due to the failure to provide the information required. 

 


