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National Statistics

Austria 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 8.6 8.6 8.7 8.7

GDP Growth (real, year-on-year) 0.8% 1.3% 1.2% 1.4%

GDP Per Capita (real, USD) 47,766.90 48,152.20 48,480.90 48,908.00

10-Year Government Bond Yield: Monthly Average (%) 0.9 0.9 1.5 2.1

Fixed Asset Investment (real, year-on-year) 0.70% 2.40% 2.90% 2.30%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 5.7% 5.8% 5.6% 5.4%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Domestic Foreign

Domestic

Other European

Middle East

North America
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1%

39%

53%
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Listed Property
Companies/REIT

Other Property 

Companies/

Developers
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Other

6%

7%

2%

19%

20%

46%

Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation Rental income p.a. (based on lettable floor area) / gross initial yield (excl. acquisition costs).

Agent fee Each party pays its own broker; fees depend on the size of building sold; fees range between 0.5% and 3%.

Legal fee Depending on the deal structure (asset or share deal) and the complexity of the purchase agreement.

Tax on transaction
Asset deal: 3.5% GrEst (real estate transfer tax) + 1.1% (real estate registration fee).

Share deal: up to 0.5% GrEst (real estate transfer tax).

Loan terms 5-year to 10-year term, 50%-60% LTV ratio for core products.

Borrowing rate Typically 3 months EURIBOR + 150-200 basis points.

Mode of payment Balloon payment is quite popular for commercial property loans.

Typical Leasing Terms

Rent quotation
EUR/sq m/month; quoted on gross lettable area, excluding service and utilities charges (gas and water) and 

electricity charges.

Lease term

5-10 years for office.

3-5 years for logistics.

5-10 years for retail.

3-5 years for residential (unlimited lease terms are still common).

Frequency of payment Monthly in advance.

Free rent

0.5-1 month per year of tenant commitment for office.

3-5 months for logistics.

Free rents are unusual for retail.

Deposit 3 gross monthly rents.

Rent reviews
Regear with upcoming tenant break option.

Open market rent after long-term leases (10 years).

Renewals Usually 5+5 years following initial lease term.

Right to sublet
Within tenants group of companies without further landlord approval. Outside of tenants group of companies 

landlord approval necessary (terms negotiable).

Breaks Negotiable and penalized.

Fit-out Standard fit-out (EUR 300-350/sq m) paid by the landlord, rest paid by the tenant.

Agent fee Agent fee: 2-3 rents payable by party who mandated the agency (landlord or tenant representation).

AUSTRIAAUSTRIA
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Land System

Real estate in law in Austria is subject to a large 

number of different legal requirements, depending 

on the subject matter at hand. The Austrian Civil 

Code (ABGB), the Rent Act (MRG), the Condominium 

Ownership Act (WEG), the building regulations of the 

respective federal provinces and the Land Register Act 

(GBG) are the most important statutory regulations. 

In addition to the previous, there are a series of rules 

and regulations to consider, in particular relating to 

the law on taxes and fiscal charges as well as labour, 

anti-trust and insurance law, which can materially 

affect a real estate transaction. Special importance 

must also be given to the regulations of the respective 

federal provinces governing land purchase by foreign 

nationals.

Land ownership and land use tenure

The majority of land in Austria is held under freehold 

title and mainly owned privately and by municipality. A 

very big portion of the rest of the land is still owned by 

the church.

There are two ways for apartments to acquire various 

sections of a building: 

a) Co-ownership without exclusive ownership of an  

 exact part of the building

b)  Exclusive ownership as a condominium 

(Wohnungseigentum) of a defined part of the 

building

Land sales system

Land is sold through tender or private treaty grants 

between private entities or by the respective state or 

city.

The acquisition of ownership in real estate in Austria 

requires a valid title on the transfer of real estate 

(purchase agreement), and its registration with the 

land register. The validity of a real estate transfer 

agreement itself is not subject to formal requirements, 

but its registration with the land register requires the 

legalisation of the signatures on a written real estate 

transfer agreement containing specific and utmost 

strict documentation language. The registration of the 

title constitutes the property as right in rem, which is 

with effect against third parties.

These offices also inform where and whether the 

zoning and development plans are available in print 

and can then be purchased for a small fee.

Property ownership

The ownership in Austria is regulated in the land 

register. Maintained by the district courts, the land 

register is a public and generally accessible electronic 

register. All land plots within the federal territory and 

the rights in rem associated with them are entered in 

this register. It is possible to readily identify who owns 

a specific plot of land and whether third-party rights in 

rem, such as mortgages have been established.

The general land register is kept by the district 

courts. There are 186 court offices and 2,400 

authorised information offices throughout Austria. 

The law of 1995 (“Allgemeines Grundbuchsgesetz”) 

is the main legal source of the Land Register Law 

(“Grundbuchsgesetz”). 

There are two parts of the land register, the main book 

(Hauptbuch) and the document archive (collection of 

deeds). In the land register all data and rights relating 

to the land plot are entered, the documents on which 

the entries are based (e.g. a purchase contract) are 

stored in the document archive.

In the main register a land register unit, which 

encompasses the “registered estate” is created for 

each unit of surface area in Austria. The registered 

estate can comprise one or more plots of land 

(real property lots). Each land register unit has a 

folio number (Einlagezahl, EZ) and consists of three 

parts, namely the A-folio (general data, easements, 

restrictions etc.), the B-folio (ownership information) 

and the C-folio (information on encumbrances).

When gaining land ownership, registration is the 

prerequisite for the acquisition of rights in a land. 

The land register enjoys exact presumption of 

accuracy, so that everyone can rely on the accuracy 

and completeness of the register entries (principle of 

material disclosure). 

Another very important information / tool for land 

use and property ownership is the cadastral map 

(Katasterplan). The cadastral map gives precise 

and exact information about the buildings, number, 

Austrian law follows the Roman principle of superficies 

solo cedit, so that, in principal, the owner/acquirer of 

land also owns/acquires buildings and constructions 

thereon.

In Austria the whole transaction of transferring a real 

estate property is done either by an attorney or a 

notary, such as due diligence, drafting the contract, 

issuing transfer tax declarations, handling the escrow 

including fiduciary service for the banks involved and 

registering the property. 

There are two steps required for the transfer of a 

property – disposition and execution. The title may be 

either an official document, for example a court order 

in case of an inheritance or a notarised sale purchase 

contract. Necessary is the registration with the Land 

Register. 

There are two possible basic transfer models for the 

acquisition for an investor from a legal perspective. 

There is the direct acquisition of the property, through 

an asset deal, the indirect acquisition of the property, 

through a share deal or the indirect acquisition of the 

property, through a reorganisation. The latter allows 

very limited transaction costs.

Land use

Land in Austria is organised by a zoning and 

development plan.

A zoning plan includes community planning for 

the entire municipality and is created based on 

the cadastral plan. The cadastral plan shows the 

boundaries of land parcels and additional details, such 

as unique identifying numbers and positions of existing 

structures.

In most cases a land dedication (zoning) is required for 

the issuance of a building permit. The respective state 

government governs the zoning plans, which has to 

approve the plan under technical and legal verification 

of compliance with the underlying law.

Zoning and development plans are available for public 

inspection at the Municipal Offices (Gemeindeämter) 

indicating whether and in what form building activities 

are allowed on the property.  

site, area, the land cover, control points, the parcel 

number, boundary lines and boundary points.

Foreign Investment

If foreigners purchase a property or an apartment, a 

mandatory approval is required. Citizens of an EU- 

or an EEA-member state do not need this approval 

and enjoy equal status as local citizens. The approval 

procedure only has to be done by third-country-

citizens.

There may be special regulations in some communities 

to avoid too many holiday accommodations, e.g. in 

Kitzbühel, Lech or Salzburg.

The acquisition of real estate by foreigners falls 

within the legislative competence of the Austrian 

provinces and thus nine different legal regimes 

exist. The acquisition is subject to prior approval 

by local authorities with possibility to appeal to an 

independent administrative senate (Unabhängiger 

Verwaltungssenat) or similar commission/tribunal. 

Permission is also required for contracts other than 

contract of sale, such as encumbrances, lease, 

acquisition of shares etc.

There are no specific foreign investment incentives for 

real estate investment.

Currency control regulations are based on the 

ruling EU-provisions and the Austrian Currency Law 

(Devisengesetz 2004). The Austrian National Bank 

(OeNB) is responsible for currency control in Austria. 

There are no legal restrictions on payments and 

capital transfers between Austria and the other EU 

member states, due to the principle of Freedom of 

Movement of Capital within the EU. 

In respect of currency transactions with countries 

outside the EU there are, with few exceptions, neither 

restrictions on payments relating to foreign trade, 

investment or other transactions nor on capital 

transfers, payment of dividends, profits or other 

earnings. 

AUSTRIAAUSTRIA
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Foreign firms have unrestricted access to the Austrian 

capital market. Some currency transactions do, 

however, have to be reported to the OeNB, due to 

statistical purposes.

Market strengths 

• Vienna is one of the fastest growing European 

capitals with a GDP per capita higher than most of 

the European Union

• Vienna is the second largest German speaking city 

in the world

• For the seventh time in row Vienna is the number 

one city in the world to live in (Mercer Quality of 

Living Worldwide Report)

• Vienna has one of the lowest rates of 

unemployment in the EU

• Austria’s main advantages are its economic, 

political and labour stability, its highly skilled 

workforce, a high standard of living, internal 

security and its well-established business ties to 

Central and Eastern Europe as well as far-reaching 

integration in the world economy. As a member of 

the EU, Austria is also a member of the Euro zone. 

Austria is a member of the United Nations, a party 

to the WTO, member of the OECD, the World 

Bank, the International Finance Corporation and 

the International Development Association

Property Taxes

Taxation on owners

Property tax (Grundsteuer): Both national and local 

governments tax property on an annual basis. The 

tax is based on an assessed and registered value (this 

value is only a small portion of the actual asset value). 

The federal rate is typically 2% of the registered value 

of the property. The local government can increase 

this by up to 500% (i.e. if the federal rate is 2%, the 

local government rate can be up to an additional 

10%, making 12% in total). These figures can vary 

widely, so it is important to make sure you understand 

the costs for the interested area.

Certain contracts including rental agreements require 

a stamp duty. This is generally under 2% of the value 

of the contract.

Value-added tax (Umsatzsteuer): The sale of 

property is not subject to value-added tax. The seller 

is nonetheless entitled to voluntarily subject the sale 

of the property to the value-added tax system and 

thus pay value-added tax. Currently the tax rate is 

20%. From a commercial perspective it is advisable to 

exercise this option if the seller as a business entity has 

incurred expenses in relation with the property and an 

input tax deduction was claimed previously (e.g. if the 

seller erected a building on the land or refurbished the 

building prior to the sale).

In certain circumstance the buyer may opt for VAT, for 

example, if the buyer wishes to rent out the property. In 

this case the VAT is fully refundable.

Capital gains: The sale of real estate is subject to 

a tax on capital gains from real estate transactions 

(Immobilienertragsteuer), since 2012. A special tax 

rate of 30% of the profit generally applies since 1st 

January 2016. If the owner uses the property as their 

main private residence (Hauptwohnsitz) for at least 

two consecutive years, any capital gains would be tax 

exempt.

Taxation on transfer 

Land Transfer Tax (Grunderwerbssteuer): The 

acquisition of land in Austria is subject to land transfer 

tax. The term “land“, encompasses not only the 

land itself but also any buildings erected on it. The 

acquisition of building rights and superstructures are 

treated in the same way as the acquisition of land. 

Since 1st January 2016 there is a new legal situation 

in Austria. The calculation basis for the determination 

of land transfer tax is the value of the consideration, 

thus as a rule the purchase price, including any value-

added tax, and at least derived from the market value 

of the land value.

Current fees are:

Land Transfer Tax 3.5%

Land registry 1.1%

Estate agent costs up to 3% + VAT

Notary fees are on a scale set by law

VAT 20%

Modest land registry search fees are also charged 

by the notary

 

 

The following differentiation or the following tax rates 

are being used for the unpaid part of a transfer:

The first EUR 250,000 with 0.5%

The following EUR 150,000 with 2.0%

Furthermore  with 3.5%

The paid part of a transfer is subject to the standard 

tax rate of 3.5%.

ImmoESt): Income generated from the 

sale of privately owned land acquired after 

01.04.2002, is subject to Real Estate Income Tax 

(Immobilienertragsteuer). Introduced in 2012, this tax 

was increased from 25% to 30% as of 1st of January 

2016.

  The existing inflation discount (2% per year, but 

no more than 50% of the profit) will no longer be 

applicable.

This increase in Real Estate Income Tax applies to 

all real estate for private persons, whether they are 

private assets or business assets, but it does not apply 

to corporations. Corporations have to pay 27.5% 

corporation tax (Körperschaftssteuer). The popular 

model of private foundations (Privatstiftung) or private 

funds to safe taxes has to pay 25% interim tax.

Should a private real estate sale result in a loss, 60% 

of it can be offset against rental income.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Austria contact details:

Associate Director

t: +43 1 533 40 80 45

e: andrea.buchegger@cbre.com

Capital Markets

Head of Investment Properties

t: +43 1 533 40 80 20

e: georg.fichtinger@cbre.com

AUSTRIAAUSTRIA
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Foreign Investor Restrictions
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Middle East Hotel 
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Development

Private 
Investors

Middle East Development 
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Middle East  
Private Investors

LOW

LOW

MEDIUM

HIGH

National Statistics

Bahrain 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 1.3 1.3 1.3 1.3

GDP Growth (real, year-on-year) 2.9% 0.8% 2.8% 3.5%

GDP Per Capita (real, USD) 24,158.70 23,937.70 24,177.80 24,611.00

10-Year Government Bond Yield: Monthly Average (%) 5.5 6.0 6.5 7.0

Fixed Asset Investment (real, year-on-year) 1.40% 0.10% 2.20% 1.80%

Exchange Rate (BHD per USD) 0.4 0.4 0.4 0.4

Unemployment Rate 5.7% 5.8% 5.9% 6.0%

Foreign Direct Investment

FDI by Region of Origin  

(2014)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, UNCTAD, 2016

Source: Oxford Economics, August 2016

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.
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Typical Sale and Purchase Terms

Price quotation
Quoted price is usually the gross amount that the buyer will offer the owner for the property. 

(excl. acquisition costs).

Agent fee 1% - 5% of property value.

Legal fee
Title Deed: BD 25 charged to the buyer.

Registration Fee: levied at progressive rates, from 1.5% to 3%.

Tax on transaction None.

Loan terms

 20% for Bahraini National residing in Bahrain, 25% for 

non-Bahraini residing in the GCC, or Bahraini residing outside of Bahrain.

Loan Repayment periods: Up to 15 years for purchase of residential land, up to 25 years for residential 

property.

Borrowing rate
Varies for local or expatriate loans. Some banks offer locals better rates for certain projects while expatriates 

can only buy into special projects. Interest rates and APR currently 5%-6.5%.

Mode of payment
The usual practise is via standing order every month. With some banks or other types of loans they will ask 

the borrower to sign Post-Dated Cheques for every month of the repayment schedule.

Typical Leasing Terms

Rent quotation
Rents have been offered as basis with or without utilities included. While some landlords currently offer 

inclusive rates, however it is becoming less common due to rising utility/energy costs.

Lease term
The standard residential lease term is 2 years, if the tenant wishes to negotiate a better or fixed rate they may 

discuss longer periods.

Frequency of payment
Rent is usually structured in quarters with few leases allowing monthly rental payments or demanding 

annually in advance.

Free rent Usually two months for retail/commercial property, where the tenant is expected to fit-out the unit.

Deposit
Deposits for retail units are two or three months’ rent. Key anchors or properties with many units to rent may 

negotiate a lower deposit.

Rent reviews
Rent reviews are usually written into the lease, review dates will vary from every two to five years depending 

on the term of lease. 

Renewals

Usually written into a lease, to be confirmed by both the tenant and landlord 6 months before the end of term. 

A clause was recently added to Bahrain property law, where if the tenant does not sign a renewal but remains in 

the property then the lease is automatically renewed for the same period and same terms and conditions.

Right to sublet
A lessee may not transfer or sub-lease all or part of its leased premises without obtaining the written consent 

of the landlord.

Breaks

Leases include clauses whereby if the tenant does not maintain the unit to the set terms and conditions within 

the lease, then the landlord is entitled to issue an early termination notice. There is usually a minimum period of 

approximately 3 years where by commercial tenants are bound to occupy and pay rent for this period. However 

should a tenant apply for early terminate of lease past the minimum period then as long as both parties are in 

agreement and all arrears or costs are cleared, then usually this is processed with little difficulty.

Fit-out

Fit-outs are conducted to landlord guidelines and should follow international safety standards. The Bahrain 

Civil defence are to study and approve fit-out drawings before commencing and then they are to sign-off the 

tenant ready to operate once they have inspected the unit as finished.

Agent fee Not all landlords agree to pay agent fees. Where an agent fee is offered, one month’s rent is typical.

Land System

Land in Bahrain is either under the control of the 

government, available to Bahrain or GCC nationals 

and only a small area has been designated as 

freehold or special projects for expatriate to purchase. 

Expatriate freehold land or property can only be used 

for residential purposes.

All land in the kingdom has been zoned for specific 

use, therefore should a local or GCC national 

purchase plots they are still bound by those zones set 

out by the municipality. However all land owners know 

this and will only purchase a plot that is designated 

for the use they have in mind or will only develop an 

approved project on a plot.

The sale of land is quite simple within Bahrain, Urban 

planning clearance or certificate is generally obtained 

but not mandatory and generally it is only the transfer 

of ownership of the title deed registered with the 

Survey & Land Registry Bureau.

Real Estate Agent ś Fee – Charged to Seller 1.00% - 5.00%

Total Buyer Costs 1.01% - 1.05%

Total Seller Costs 2.00% - 6.00%

Roundtrip Transaction Costs 3.01% - 7.05%

Registration Fee

Bahrain Rate

Rate  

(with 10%  

discount)*

Up to 70,000 (US$175,000) 1.50% 1.35%

70,000 – 120,000 (US$300,300) 2% 1.80%

Over – 120,000 (US$300,300) 3% 2.70%

*If the property is registered within 60 days of execution of the sales agreement, the buyer  

is entitled to a 10% discount on the registration fees. The applicable rates lower, from 1.35% 

to 2.70%.

Foreign Investment

Bahrain has taken substantial measures to enact 

reforms and create the most open, favourable business 

conditions to make this possible. Fortunately, by virtue 

of its strategic location, Bahrain has the advantage 

of being an ideal gateway to the trillion dollar Gulf 

market.

Like many countries in the Gulf Co-operation 

Council (GCC), Bahrain has zero taxation for private 

companies, few indirect taxes for private enterprises 

and individuals, and free repatriation of capital. 

Bahrain is the only country in the region where it is 

possible for business assets and real estate in most 

sectors to be under 100% foreign ownership. Certain 

sectors and activities have restrictions on foreign 

ownership. Some only permit Bahrainis or entities fully 

owned by them to operate, others are only open to 

Bahrainis and GCC nationals only. Certain business 

activities may require a minimum Bahraini investment, 

such as 51%. A recent change in legislation means 

that for certain activities, companies must be 100% 

Bahraini owned; these activities include property 

brokerage.

Bahrain and the United States signed a bilateral Free 

Trade Agreement which became effective in 2005. 

This allows for the relaxation of certain restrictions 

on trade and investment between the United States 

and Bahrain. Under the Free Trade Agreement, US 

nationals are given GCC recognition for investment 

purposes, allowing them to invest in business activities 

that might otherwise be restricted for foreign nationals.

 

In response to the 2011 period of unrest in Bahrain, 

and the damage Bahrain’s economy experienced, four 

GCC countries (Kuwait, Qatar, Saudi Arabia, and the 

United Arab Emirates) launched a 10 year, US$10 

billion initiative known as the GCC Development 

Program or Marshall Fund for Bahrain and Oman.

BAHRAINBAHRAIN
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Under this program, funding will be directed towards 

infrastructure projects; housing; schools construction; 

social and youth programs; and healthcare. The initial 

announcement of the program indicated that Bahrain 

would receive US$1 billion each year for 10 years. A 

Housing Report issued in December 2014 stated that 

the GCC aid programs would focus mainly on the 

housing sector in Bahrain. The Saudi Development 

Fund provided US$198.9 million to finance 1,560 

housing units in the Southern Governorate; the Kuwaiti 

Development Fund provided US$891.2 million to 

finance 5,327 housing units – 4,023 in East Hidd 

and 1,304 in the Northern City; and the Abu Dhabi 

Development Fund provided US$1.175 billion for 

reclaiming East Hidd, and to finance construction in 

the Northern City. 

Potential investors should note that any tenders issued 

for projects funded by other GCC countries likely will 

require the awardee to partner with a company from 

the country funding the project.

Bahrain has no restrictions on the repatriation of 

profits or capital and no exchange controls. Bahrain’s 

currency, the Bahraini Dinar (BD), is fully and freely 

convertible at the fixed rate of USD 1.00 = BD 0.377 

(1 BD = USD 2.659). There is no black market or 

parallel exchange rate.

There are no restrictions on converting or transferring 

funds, whether or not associated with an investment.

The Central bank of Bahrain is responsible for 

regulating remittances, and its regulations are based 

on the Central Bank Law Ratified in 2006. The 

majority of the workforce in the Kingdom of Bahrain 

is comprised of foreign workers, many of whom remit 

large amounts of money to their countries of origin. 

Commercial banks and currency exchange houses are 

licensed to provide remittances services.

The commercial banks and currency exchange houses 

require two forms of identification before processing 

a routine remittance request, and any transaction 

exceeding USD 10,000 must include a documented 

source of the income.

The Kingdom of Bahrain is a member of the GCC, 

and the GCC is a member of the Financial Action 

Task Force (FATF). Additionally, the Kingdom of 

Bahrain is a member of Middle East & North Africa 

Financial Action Task Force (MENAFATF), with its 

headquarters located in the Kingdom of Bahrain.

Market strengths 

• Bahrain is the gateway to Middle East with the best 

market access to the growing Gulf economies

• Free and liberal business environment

• The longest, most mature track record with the 

most experience

• A great place to live amongst an open and liberal 

society

• Competitive costs & taxes

• The most educated skilled Gulf workforce 

Property Taxes

Taxation on owners

Basis: None

None

Filling status: None

 None

 None

Rate: None

Capital Duty: None

Taxation on Transfer

Stamp Duty: Stamp Duty is levied on property 

transfers on the basis of the value of the property.

 None

Capital Gains: None

Real Property Tax: None

None

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Bahrain contact details:

Matthew Green

Head of Research & Consulting

t: +971 4437 7254

e: matthew.green@cbre.com

 

Research & Consultancy Manager

t: +973 1655 6616

e: orest.lachowycz@cbre.com

Capital Markets

Ali Zahed

Head of Capital Markets, Middle East Region

t: +971 50 666 7924 

e: ali.zahed@cbre.com
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

BELGIUM

Regional  
High Street Retail

012345678

Private 
Investors

Non-European 
Institutions

Regional  

Brussels  Property  
Companies

European
Property Funds

Institutions European
Institutions

Regional  
Shopping Centres

HIGH

MEDIUM

HIGH

LOW

Brussels

National Statistics

Belgium 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 11.3 11.3 11.4 11.5

GDP Growth (real, year-on-year) 1.4% 1.3% 1.5% 1.6%

GDP Per Capita (real, USD) 44,883.5 45,274.0 45,758.8 46,268.0

Interest rate, long-term, end of period 1.0% 1.0% 1.8% 2.6%

Fixed Asset Investment (real, year-on-year) 2.3% 2.5% 2.8% 2.6%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 8.5% 8.5% 8.1% 7.9%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Domestic

Other European

Asia

North America

7%

9%

33%

51%

Institutional

Other Collective 

Vehicles

Listed Property
Companies/REIT

Other Property 

Companies/

Developers

Private Investors

Other

13%

2%

27%

11%

17%

30%

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 2,3 Source: CBRE Research, 2016.
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Typical Sale and Purchase Terms

Price quotation EUR based on GLA (gross leasable area).

Agent fee Between 1% and 2% of the transaction value. Buyer and seller pay their own agent fee.

Legal fee

Buyer and seller pay their own legal, tax and accounting advisors. Vendors tend to prepare vendor due 

diligence reports, but reliance letters are not commonly accepted by buyers who perform a confirmatory due 

diligence most of the time.

Tax on transaction
Between 10% and 12.5% registration duties on asset deals (typically included in the transaction value)  

and 0% on share deals. 

Loan terms

From 1 to 5-year terms.

55/60% LTV.

15-y loans can be obtained with (nearly) full capital amortization.

Borrowing rate EURIBOR + margin (180-220 basis points).

Mode of payment
Bullet loans (<5 years). Capital amortization is requested in case LTV >55/60%, on in case of long-term 

loans (10 to 15y).

Typical Leasing Terms

Rent quotation EUR/sq m/year.

Lease term 3/6/9 years.

Frequency of payment Quarterly in advance (monthly or quarterly in advance for retail).

Free rent 1.5 month/fixed year (<3 months for retail).

Deposit 6 months (reimbursed 3 to 6 months after the end of the lease).

Rent reviews Review at lease renewal.

Renewals 6 months in advance of each three-year period in standard 3/6/9 lease.

Right to sublet With authorization from the landlord.

Breaks 6 months notice.

Fit-out Tenant pays after approval from the landlord. Offices generally rented with carpet and light fixtures.

Agent fee 20% annual rent (15% annual rent + <5% key money for retail).

Land System

Types of land use tenure

Ownership and real property rights (rights in rem) are 

recorded in the Land Registry and Mortgage Registry 

Offices and guaranteed by the Belgian Civil Code and 

additional legislation. In addition to sole ownership, 

other real property rights establishing the ownership or 

use of real property exist.

Long lease (erfpacht/emphytéose) has a duration of 

27 to 99 years. It allows the holder (lessee) the use 

of the property inclusive of renting, building, rights 

transfer and mortgage, provided the value of the 

property is maintained. The lessee must pay an annual 

installment (canon). 

Building right (opstalrecht/superficie) has a maximum 

duration of 50 years. It grants the holder full ownership 

of buildings constructed on land owned by another 

party inclusive of demolition. The building right holder 

can claim compensation for the improvements upon 

termination of the right, as the improvements revert 

back to the owner of the land.

 (vruchtgebruik/usufruit) has a maximum 

duration of 30 years in case of the usufructuary being 

a legal person, a natural person can have a life-long 

right. It permits the holder the use of the property, 

inclusive of mortgage, provided the original state is 

maintained.

In Belgium, common office leases are considered 

personal rights and given wide flexibility in their 

construction. Commercial leases (retail or professions 

in direct contact with the public) have more stringent 

rules as outlined in the Commercial Lease Act.

Land sales system

Transfer of ownership, real property rights and all 

deeds concerning real property have to be registered 

with federal authorities, specifically the Mortgage 

Registry Office. In principle, ownership rights transfer 

immediately upon contract/agreement, but in practice 

it is common to postpone transfer of ownership until 

the notarial deed is signed.

Land use

The development and use of land is subject to rules 

and regulations administered at various levels of 

government. The regional, provincial and municipal 

governments exercise different authority over specific 

areas of this domain. The power to regulate zoning, 

town planning and environmental matters rests with 

the Regions (Brussels Capital Region, Flanders and 

Wallonia) who have subsequently devolved some of 

the authority to lower governments. 

Development and land use plans are adopted by 

the Regions, and municipal plans are drafted by the 

municipalities subject to the approval of the regional 

authority. Building permitting is performed at the 

municipal level in compliance with regional plans, 

though certain restrictions, such as energy efficiency 

and building height, may be competences of regional 

or municipal governments. If owners wish to amend 

their property in a manner not consistent with current 

plans, approval must be obtained from the relevant 

authority.

Property ownership

Property ownership typically takes the form of full 

single ownership, though joint ownership among 

several entities is also a possibility. Apartment-style 

joint ownership too exists in a commercial context 

where a private unit is owned along with shared 

interest in common areas. 

An alternative to the traditional direct acquisition of 

an asset is the indirect acquisition via purchase of 

shares in the owning party (share deal). Transactions 

structured in this way can have favorable tax 

consequences with the trade-off of potential risks. 

BELGIUMBELGIUM
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Foreign Investment

There are no restrictions on the rights of foreigners to 

own real property in Belgium.

There are no legally-backed incentives for foreigners 

to invest in Belgian real estate. There are, however, 

treaties preventing the double withholding taxation of 

dividends in many cases. 

There are no currency controls.

Market strengths

• Presence of EU/capital of Europe

• Resilient, diverse and growing domestic economy

• Stable government

• Central location in Europe between Amsterdam, 

Paris and London, and readily accessible by land, 

sea and air

Property Taxes

Taxation on owners

Real estate taxes are levied on the assessed rental 

income of a property as determined by the Land 

Survey Register at a rate of 1.25% (2.5% in Flanders). 

Provincial and municipal surtaxes may also be applied. 

Additionally, municipal, provincial and local taxes may 

apply, for example, on parking places, disused sites, 

waste water, environmental issues and more. 

Net rental income is subject to corporate income tax at 

a rate of 33.99%.

The net profit generated by real estate in Belgium 

owned by a foreign entity is also subject to corporate 

income tax.

Taxation on transfer

In addition to the purchase price, other fees and taxes 

exist on the transfer of real property ownership.

Where: NAV is the Net Asset Value of the company

NBV is the Net Book Value of the real asset

AV is the agreed value of the real asset (generally 

inclusive of all taxes)

DTL is the Discount for Tax Latency generally 16.995% 

(50% of 33.99%) of the difference between the AV and 

tax value of the real asset

VAT: Sales of new buildings may be subject to VAT 

(21%). It is noted that renting out real estate in Belgium 

is not subject to VAT, under certain conditions. The 

sale of shares is not subject to VAT. 

Registration fees: Paid by the buyer and amount 

to 10% of the purchase price (or market value) in 

Flanders, 12.5% in Brussels and 12.5% in Wallonia. 

For entities whose main business activities involve the 

buying and selling of real property, a reduced rate of 

4% in Flanders, 5% in Wallonia and 8% in Brussels is 

applied. If real estate is sold within two years of the 

date of the deed, the seller can reclaim 3/5 (Flanders 

and Wallonia) or 36% (Brussels Region) of the 

registration duties paid upon original acquisition. 

In the case of a long lease or building right, a 

registration rate of 2% is levied. Occupational leases 

are subject to 0.2% registration duty. The transfer of 

shares is not subject to registration tax.

The registration of a deed is subject to a 1% 

registration duty of costs secured by a mortgage, 

while a granting of a mortgage is subject to a 0.3% 

inscription duty. Additional mortgage registry fees exist 

dependent on the secured amount. 

Notary fees: Include a percentage of the selling price 

ranging from 4.56% for the lowest bracket to 0.057% 

for the highest bracket. Charges for the deed are 

typically 700 EUR to 1,100 EUR. Additional fees may 

apply dependent on deal specifics. 

Capital gains: On the sale of real property are taxed 

at the full rate. For corporations, this is the normal 

corporate income tax rate of 33.99%. Tax deductible 

costs and/or losses carried forward can offset taxable 

capital gain, and taxes can be deferred under 

reinvestment conditions within three to five years. In 

the case of a foreign entity, the taxes are withheld by 

the notary involved in the transfer of ownership. In the 

case of a share deal, capital gains are generally not 

taxable conditional on a holding period of at least one 

year (25.75% otherwise). Due to the lower book value 

of real estate recorded in a share deal, and thus lower 

future depreciation opportunities, a latent capital gains 

discount can be applied to offset potential future tax 

liabilities. This is determined through the base formula 

for calculating the share price as follows:

 NAV – NBV + AV – DTL

Belgium contact details:

Head of Research

t: +32 2 643 33 34

e: kim.verdonck@cbre.com

Capital Markets

Maxime Kumpen

Managing Director, CBRE Belgium and Luxembourg

t: +32 2 643 33 48

e: maxime.kumpen@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

BULGARIA

Corporations European
Property Companies

 

Shopping  
Centres

Property  
Companies

European
Property Funds

Private 
Investors

Non - European
Property Funds

MEDIUM

LOW

MEDIUM

MEDIUM

National Statistics

Bulgaria 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 7.2 7.1 7.1 7.0

GDP Growth (real, year-on-year) 3.0% 2.9% 2.9% 2.7%

GDP Per Capita (real, USD) 7,506.8 7,782.4 8,072.7 8,357.2

Interest rate, long-term, end of period 2.4% 2.4% 3.1% 4.6%

Fixed Asset Investment (real, year-on-year) 1.0% -2.9% 3.8% 3.9%

Exchange Rate (Lev per US$) 1.8 1.8 1.8 1.8

Unemployment Rate 9.2% 7.9% 7.9% 8.0%

Foreign Direct Investment

FDI by Country of Origin  

(2014)

FDI by Sector  

(2014)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, Bulgarian National Bank, 2016

Source: Oxford Economics, August 2016

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.
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Land System

Land ownership and land use tenure 

There are two types of land ownership in Bulgaria, 

Freehold and Leasehold. The leasehold ownership 

can be temporary or for unlimited period of time. 

There are no limitations when it comes to the Freehold 

ownership, but in the case of temporary leasehold 

ownership if the receiver of the right to build does 

not execute it in terms of five years, they loose the 

the right. The receiver doesn‘t loose the leasehold 

ownership in case of perishment of the building. 

Non-resident natural persons and legal entities may 

acquire the right of ownership in land under the 

terms specified in the Constitution of the Republic 

of Bulgaria and non-resident natural persons - also 

in cases of legal succession. Non-resident natural 

persons and legal entities may acquire the right of 

ownership in regulated land only through a domestic 

legal entity. Resident natural persons and legal entities 

can be the owner of an agricultural land only if they 

have resided in the country for more than five years, 

non-resident natural persons and legal entities can’t 

be the owner of an agricultural land in Bulgaria.

The acquisition of land by foreigners in Bulgaria is not 

free, unless the purchaser is EU citizen, a company 

registered in the EU or falls within the scope of a 

provision in an international treaty that has been 

ratified and allows such purchase.

Land sales system

Land acquisition in Bulgaria is completed through a 

notary public that processes the documents to the 

Registry agency. Once the deal is registered in the 

Property register (Registry agency) the buyer becomes 

the official owner of the property. All encumbrances 

like mortgages, liens, ownership disputes are reflected 

in the Property register. 

The Cadastre Agency maintains a cadastre map of the 

properties for the entire country where every land plot, 

building and unit has a unique cadastre ID and keeps 

record on the ownership of every property. After the 

deal is closed the new owner is obliged to notify the 

Cadastre Agency on the change of the owner. 

Land use

Land development is subject to the development 

plan prepared by the Municipal council of the city 

(the capital city Sofia makes an exception since the 

development plan of the city is approved by the 

National Assembly). The plan states development 

limitations such as zoning uses, height restrictions etc., 

building density and compulsory green areas. 

The proposed usage for each location should 

be in accordance with the defined zoning in the 

development plan. Modification of land usage is 

permitted subject to prior approval by the local 

government.

Property ownership

The commercial buildings: office, industrial and retail 

developments are characterized by single ownership. 

A multiple ownership is typical for the residential 

development, where every unit (apartment) is owned 

by a different owner. 

Foreign Investment

Non-resident natural persons and legal entities may 

acquire the right of ownership in regulated land only 

through a domestic legal entity. Resident natural 

persons and legal entities can be the owner of an 

agricultural land only if they have resided in the 

country for more than five years, non-resident natural 

persons and legal entities can’t be the owner of an 

agricultural land in Bulgaria.

The Encouragement of Investment Act (EIA) provides 

for equal treatment of local and foreign investors in 

the Republic of Bulgaria. Foreign investors in Bulgaria 

can obtain the same assistance and use the same 

privileges and opportunities as granted by the law to 

local investors.

Typical Sale and Purchase Terms

Price quotation EUR/ sq. m. on gross floor area.

Agent fee Usually the seller pays 1-3% and the buyer pays 1-3%. The fee is negotiable.

Legal fee
Tenant and landlord may appoint their own legal representatives. Unless specified otherwise, each party 

bears its own legal costs.

Tax on transaction
Both parties are liable for Stamp Duty; seller is liable for Deed Tax, Business Tax and Land Appreciation Tax. 

Buyer is liable for Deed Tax.

Loan terms Typically 10 years.

Borrowing rate
The borrowing rate is based on EURIBOR + surcharge for loans in EUR, SOFIBOR + surcharge for loans in 

BGN and LIBOR for loans in USD, GBP and CHF.

Mode of payment
Annuity loan is popular for commercial property loans while residential mortgage plans are repaid on an 

amortization schedule.

Typical Leasing Terms

Rent quotation
EUR per sq m /monthly/; can be quoted based on gross (or net area) excluding service charges and 

management fees.

Lease term
3-5 years for office.

3-10 years for retail.

Frequency of payment Monthly in advance.

Free rent 1-3 months.

Deposit 3 months’ rent incl. VAT and service charge.

Rent reviews N/A.

Renewals Traditional lease: renew automatically Fixed term lease: re-contraction option is negotiable.

Right to sublet Upon approval from landlord.

Breaks Usually 10Y-5Y (5Y-3Y).

Fit-out
Standard fit-out covered by the landlord (could include raised floor, cabling, suspended ceiling, illumination, 

fan-coil units, some of the partition walls).

Agent fee 12.5% - 15%  from rental income payable by both parties.
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Taxation on transfer 

When completing the sale of property and finalising 

the deal the parties owe taxes, the amount of which 

is fixed rate for notary fees in the “Proportional fees”. 

They are:

Registration fee: 0.1% from the tax value of the 

property.

 2% from the tax value of the property or 

from the contracted value, whichever is higher.

Notary fee: Calculated under a predetermined scale 

and is paid as a percentage of the certified material 

interest – tax value of the property sold.

Value added tax: The delivery of undeveloped land 

is VAT exempt except for the delivery of the land for 

construction purposes. In general the delivery of land is 

VAT exempt but it can be converted into taxable under 

the will of the taxpayers. The transactions with buildings 

are generally VAT exempt, but can be converted into 

taxable under the will of the taxpayers. Again, as in the 

case of transactions with land, there is an exception. It 

applies to buildings whose deliveries were performed 

before their first habitation, which deals are always 

subject to taxation, as having a place of implementation 

in Bulgaria and are made by a taxable person.

 The income from 

the transaction is included in the realized annual profit 

of the entity which is taxable corporation tax of 10%. 

Incentives and privileges exist for local and foreign 

investors who undertake significant investments in 

certain economic activities in Bulgaria. These state-

funded incentives aim to promote large investments 

and improve the Bulgarian business environment. All 

encouragement measures may be implemented by the 

state only in compliance with EU state aid legislation 

for granting state resources to private entities. Investors 

must therefore fulfil the conditions stipulated in the 

respective EU legislative acts in order to be eligible to 

receive state financing.

In order to benefit from the resources under the 

state aid scheme, investors must apply for a special 

certificate for class A investment, class B investment 

or a priority project with the Bulgarian Investment 

Agency. Depending on the size of the investment, the 

economic sector and region of the country in which 

the investment is implemented, the investor can receive 

a certificate for the class of investment. “Class A” or 

“Class B” or a certificate for priority project. 

Investments that can receive a certificate for class 

are investments in tangible and intangible assets and 

the related thereto creation of new jobs that meet 

cumulatively the following conditions:

• The investments are connected with the creation 

of a new enterprise or expanding an existing 

enterprise/business activity

• The investments take place in one of the following 

economic sectors:

 – In the industrial sector: manufacturing

 – In the services sector: High-tech activities 

in the field of information technology and 

services; R & D and professional activities 

in central offices; Education; Human health 

and medical care services; Warehousing and 

support activities for transportation

• The revenues from the investment project to be at 

least 80% of total revenues of the company

• The investment to be maintained for at least five 

years (three years for SMEs)

• The term for implementation of the investment 

should be up to three years

• The amount of investment for the project to be no 

less than 20 million levs

• Class A and 10 million levs for Class B. This 

threshold may be reduced for investments in 

economically disadvantaged regions and for 

investments in high-tech activities of the industrial 

and service sectors

• At least 40% of eligible costs to be financed 

through own resources of the investor or through 

external financing in a form which excludes public 

support

• To create and maintain employment directly 

related to the implementation of the investment 

project, and which represents a net increase in the 

number of employees in the company, which is 

maintained for a minimum period of five years for 

large enterprises and three years for SMEs

• The assets acquired for the purposes of the 

investment to be new and purchased at market 

conditions by persons independent of the investor

There are no currency controls in Bulgaria. As a 

member country of the European Union, Bulgaria 

does not have the right to impede the free movement 

of goods, services, capital and persons. 

Market strengths 

• Return of the confidence in the real estate market

• Low taxes in Bulgaria

• Moderate economic growth

Property Taxes

Taxation on owners

Immovable Property Tax: The owner of the property 

pays an Immovable Property Tax which is due every 

year. The tax due can be paid in two installement, 

but the owner gets a discount of 5% on the amount 

if the tax is paid in one installement. The tax is due 

regardless of whether the property is used or not. 

The tax value of the immovable property owned by 

enterprises is the higher between book value and 

tax value and the residential properties owned by 

enterprises - their tax value. 

Bulgaria contact details:

Georgi Dimitrov 

Director Advisory Services and Valuations

MBL | CBRE

t: +359 886 292 081

e: gdimitrov@mbl.bg

Capital Markets

Vladislav Hristov

Director, Capital Markets

MBL | CBRE

t: +359 884 464 567

e: vhristov@mbl.bg

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

CROATIA
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Other  
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012345678

Property  
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Non - European
Property Companies

 Hotels

Shopping  
Centres

Corporations European
Property Companies

European
Property Funds

Non - European
Property Funds

European
Corporations

Distribution  

MEDIUM

LOW

MEDIUM

MEDIUM

National Statistics

Croatia 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 4.2 4.2 4.2 4.2

GDP Growth (real, year-on-year) 1.6% 1.4% 1.5% 1.7%

GDP Per Capita (real, USD) 13,815.4 14,021.6 14,257.3 14,519.5

Interest rate, long-term, end of period 4.0% 3.8% 4.5% 5.5%

Fixed Asset Investment (real, year-on-year) 1.5% 0.6% 1.9% 1.9%

Exchange Rate (Kuna per US$) 6.9 6.9 7.2 7.2

Unemployment Rate 17.4% 15.9% 15.8% 15.7%

FDI by Country of Origin  

(2014 - Q1 2016)

FDI by Sector  

(2014 - Q1 2016)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, Croatian National Bank, 2016

Source: Oxford Economics, August 2016

1  Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, Real Capital Analytics.
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Typical Sale and Purchase Terms

Price quotation EUR/sq m or Total asking price (EUR).

Agent fee
Both seller and purchaser pay brokerage fee to their respective agents; fees vary from 1 to 3% depending on 

transaction price of the real estate.

Legal fee Usually varies between 0.15% and 1.00% relative to transaction price of the real estate.

Tax on transaction
5% property transfer tax (one off) payable by the buyer; in certain cases VAT is applicable instead of property 

transfer tax.

Loan terms 60-80% LTV ratio.

Borrowing rate EURIBOR plus margin (450-500 basis points).

Mode of payment According to amortisation schedule, quarterly or monthly installments are normal.

Typical Leasing Terms

Rent quotation EUR/sq m/month; service charges or other fees usually quoted separately.

Lease term

Office: 2-5 years.

Industrial: 3-10 years.

Retail: 5-10 years.

Frequency of payment Monthly in advance.

Free rent
Office and industrial: 0 – 3 months.

Rare for retail properties.

Deposit 1 – 3 monthly rents.

Rent reviews

Annual indexation in line with EU HICP; indexation date usually 1 January; review every 12 months.

In case of renewal: 6 –12 prior to lease expiry.

Other options negotiable, usually upon tenant’s request.

Renewals Negotiable; 6-month notice period.

Right to sublet Negotiable but rare.

Breaks

Negotiable; usually with penalty.

Office: after expiry of the 2nd or 3rd year.

Retail: after expiry of the 3rd or 5th year, depending on the lease length.

Fit-out

Office: usually covered by the landlord up to a certain amount.

Retail: for anchors usually covered by the landlord according to tenants’ fit-out standards, other tenants 

usually pay fit-out costs by themselves.

Agent fee
Both landlord and tenant pay fee to their respective agents.

Office, industrial and retail: 1 – 2 monthly rents.

Land System

Land ownership and land use tenure 

In Croatia, freehold and leasehold types of land 

ownership can be acquired. Leasehold is less frequent. 

Both can be owned by an individual or a legal entity,  

or by the Republic of Croatia.

Citizens and legal entities from the EU countries may 

freely acquire real estate in Croatia under the same 

condition as domestic individuals and legal entities. 

They are not allowed to acquire agricultural land 

(except through inheritance) and specially protected 

areas of nature.

Land sales system

Transfer of real estate is based on the provisions agreed 

in a sale/acquisition contract. The contract needs to 

be concluded in writing, with signatures certified by a 

public notary. When the agreement is concluded, the 

title must be registered in the Land Register. Registration 

is made on a basis of an application of registration, 

accompanied by a title deed on which the signature of 

a seller is certified by a public notary and in which the 

seller gives his unconditional permission to a buyer to 

register a particular right in their own name.

Land use

When purchasing land for construction purposes, 

potential buyers need to establish whether the property 

is classified as agricultural or construction land. 

Development on construction land is defined in spatial 

planning documents, which need to be in place before 

the commencement of construction. Spatial planning 

defines land use and types and proportions of objects 

acceptable on particular lots. Obtaining a build permit 

is mandatory before the start of construction, while 

occupancy permits need to be acquired prior the use of 

a completed object.

For existing objects it is important to verify the existence 

of necessary build and use permits. 

Construction on land distanced 70, namely 100 meters 

from the coastline is restricted.

Property ownership

Individuals and legal entities from EU countries have 

the same property ownership right like the Croatian 

citizens. Legal entities established and registered in  

 

 

Croatia are considered domestic legal entities, and 

have the right to acquire ownership over real estates. 

Pursuant to the Law on Ownership and Other Real 

Property Rights, a foreign individual may acquire 

ownership over real estate under the principle of 

reciprocity and with the consent of the Ministry of 

Justice. If reciprocity exists, individuals from countries 

which have a reciprocity agreement with Croatia 

can buy property without establishing a company in 

Croatia. However, a foreign investor, incorporated as 

a Croatian legal entity, may acquire and own property 

without an approval from the Ministry of Justice.

Foreign Investment

Foreigners from non EU countries may acquire real 

estate in Croatia provided that they obtain an approval 

from the Ministry of Justice and that the country of their 

origin allows Croatian individuals and legal persons to 

acquire real estate in that country under the principle 

of reciprocity. Provided that there is reciprocity, an 

approval is not required if a foreigner inherits a real 

estate in Croatia.

A foreigner is not allowed to acquire ownership over 

agricultural land except through inheritance. Unless 

otherwise stipulated in international agreements, a 

foreigner cannot acquire, on any legal basis, real estate 

in areas which are declared as protected areas due to 

special interest and security of the Republic of Croatia 

(e.g. parts of national parks, beaches).

The Law on Investment Promotion and Improvement 

of Investment Climate regulates the stimulation of 

investment by domestic and foreign legal entities 

or individuals who are liable to income tax and are 

engaged in economic activities and participate in the 

trade of goods and services. The incentive measures 

apply to investment projects in the manufacturing 

sector activities, development and innovation activities, 

business support activities, and activities with high 

added value services. Incentives available:

• Profit tax incentives

• Employment/wage incentives

• Non-repayable grant for investment in development 

and innovation activities

• Incentives for education and training
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• Incentive measures for the capital costs of the 

investment project

• Incentive measures for labour-intensive investment 

projects

The amount of aid is calculated as a percentage of 

investment value, which is determined on the basis of 

eligible investment cost.

There is no currency manipulation tactics in the 

economy or by the government. The risk of currency 

devaluation or significant depreciation is low.

There are no restrictions, control or other concerns 

regarding foreign currency exchange in Croatia. 

There is an exception; the Croatian government 

fixed the exchange rate of the Swiss Franc against 

Croatian Kuna currency at 6.39 HRK per Swiss Franc 

for a period of one year to ease the burden on local 

borrowers after the surge in the Franc’s value.

Market strengths 

•  the law on strategic 

investment projects expedites official procedures 

for projects important for the country’s economic 

growth and development, contributing increase in 

employment and have positive impacts on local 

industries

•  attractive tax incentives, double 

taxation avoidance agreements with numerous 

countries, and 0% customs within EU

•  Croatia has the geopolitical 

advantage of being situated along three pan-

European transport corridors linking the EU and 

South East Europe

•  developed network of 

tolled motorways and semi-motorways

• Talent: efficient, innovative, highly qualified and 

multilingual workforce

• Tourism potential: attractive coastline, mild 

Mediterranean climate and quality accommodation 

facilities/capacities

• Development potential: a large number of 

tourism-use land along the coastline suitable for 

construction of hotels and resorts

• Enterprise zones: developed business zones 

in all regions offering facilitated beginning of 

construction, deferred payment, and lower 

communal and utility rates

Property Taxes

Taxation on owners

Currently there is no property tax in Croatia that is to 

be paid due to pure ownership or possession of the 

property. Second Home Tax is payable by the owner of 

a second home, regardless of whether they are legal 

entities or individuals. The tax varies from 5.00 to 15.00 

HRK per square metre of usable space depending on 

the location, age, infrastructure condition and other 

conditions essential for the use of the second home.

Taxation on transfer

Starting from 1 January 2015, Croatian tax law makes 

a distinction between transfers of real property taxable 

by VAT and real property exempt from VAT. Transfer of 

buildings and land exempt from VAT are subject to real 

estate transfer tax. Consequently, the transfer is taxable 

according to different tax regulations.

Value added tax (VAT): In case of either renting or 

selling a real estate, VAT is applicable if the owner is 

a taxpayer registered in the VAT register. If the owner 

is not a taxpayer registered in the VAT register, VAT is 

naturally not applicable. 

Rental income from letting commercial premises and 

residential units for permanent residing or business 

purposes is taxable at the VAT rate of 25%, while 

rental income from premises occasionally occupied by 

tourists and travellers (e.g. hotels, tourist resorts, tourist 

apartments) are taxable at a reduced VAT rate of 13%.

If a real estate is being sold prior to the first use or 

occupation, or within two years from the day of the 

first occupation, the transaction price is taxable at the 

VAT rate of 25%. If the real estate is being sold more 

than two years from the day of the first occupation, 

VAT is not applicable.

The acquisition of the property which is taxed 

according to the VAT Law is not considered as the real 

estate transfer and is therefore not subject to the real 

estate transfer tax. 

Real estate transfer tax (RETT): Transfers of buildings 

and land exempt from VAT are subject to 5% RETT after 

expiration of a two-year period from the first use or 

occupation. With the expiry of that period, the taxpayer 

can then choose if the transfer will still be VAT taxable, 

on condition that the buyer is also taxpayer who can 

register pre-tax in the business records. 

Purchase of real property from a private individual is 

also subject to RETT, regardless of whether the buyer 

is private individual or legal entity. RETT is payable by 

the buyer when a property is sold, gifted or inherited 

(certain exemptions exist). The taxable base is the 

market value of the real estate at the moment when 

the tax liability is incurred.

Real estate transfer is exempt from RETT when 

individuals who are Croatian citizens acquire their first 

property for own residency. If that same real estate 

is within a three-year period from the date of the 

purchase, it is then subject to RETT.

If a purchased real estate is put into a company as 

equity capital or for the purpose of increasing core 

capital in accordance with the Companies Act, the 

RETT is not payable. 

Real estate acquisitions in the process of M&A and de-

mergers are not subject to RETT taxation.

Profit tax payable at the rate of 20% on 

profits (if the Tax Administration office approved 

exemption of the payment of profit tax instead of 

income tax), calculated by the difference between 

income and expenditures, according to the Profit Tax 

Act regulations.

Except for VAT applicable on newly 

developed real estate and consequently profit tax, VAT 

taxpayers do not pay any additional taxes on revenue 

realized on the sale of a real estate.

Individuals and independent personal activities (not 

VAT taxpayers) are liable for personal income tax, 

surtax on income tax, and social security contributions. 

Income earned by an individual or independent 

personal activities is subject to personal income tax 

and surtax on income tax in the following cases: 

• If an individual is renting a real estate, tax is 

payable on 70% of the rent

• If an individual disposes of a real estate within 

three years as of its acquisition

• If more than three properties of the same type 

are sold, exchanged or transferred in any other 

taxable way by the same individual within a period 

of five years

Personal 

Income Tax

Monthly  

Tax Base

Annual  

Tax Base

12%

25%
2,201-13,200 

HRK

26,401-

158,400 HRK

40%

Surtax on income tax is payable at the percentage 

prescribed depending on the owner’s residence location 

in Croatia (varies from 0% to 18% on income tax).  

In addition, social security contributions are payable  

in accordance with the Statutory Contributions Act.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

CZECH REPUBLIC
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Property Companies

Prague  
Shopping Centres

Prague Property  
Companies

European
Property Funds

Corporations Non - European
Property Funds

Prague  
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MEDIUM
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.
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warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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National Statistics

Czech Republic 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 10.5 10.5 10.6 10.6

GDP Growth (real, year-on-year) 4.3% 2.2% 2.6% 2.4%

GDP Per Capita (real, USD) 20,974.2 21,405.0 21,944.3 22,458.5

Interest rate, long-term, end of period 0.6% 0.9% 1.5% 2.3%

Fixed Asset Investment (real, year-on-year) 9.1% -0.6% 3.8% 2.9%

Exchange Rate (Koruna per US$) 24.6 24.5 25.4 24.8

Unemployment Rate 6.5% 5.8% 5.9% 5.9%
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation
Mostly in EUR particularly if net operating income (NOI) is denominated in EUR. If asset is below €5m or the 

NOI is denominated in CZK, price will be quoted in CZK.

Agent fee
Typically in range of 0.5% - 2% depending on size of the transaction, the scope of works, timing and if the 

transaction is off the market.

Legal fee
Typically in range of €20,000 – €500,000 dependent on the scope of works and timing. Unless specified 

otherwise each party bears its own legal costs.

Tax on transaction

A real estate transfer tax also applies at a rate of 4%. Normally payable by vendor.

It is also necessary to pay fee to the Land Register, usually it is 2,000 CZK. As of 1st November 2016,

transfer tax is payable only by buyer.

Loan terms
Commercial: 5 to 7-year term.

Residential: 20 to 30-year term.

Borrowing rate
Commercial: 1.5% - 2.5%

Residential: 2.5% - 4.0%.

Mode of payment According to amortisation schedule, quarterly or monthly installments are normal.

Typical Leasing Terms

Rent quotation EUR/sq m/month, occasionally CZK/sq m/ month.

Lease term

Office: The typical lease term is 5 years.

Industrial: Typical lease term on the market is 3-5 years for logistics companies, 5-7 years for production 

companies and 7-10 years for built-to-suit production and logistics.

Retail: The average lease length for retail property is between 3–10 years, a 5 year lease term is typical.

Frequency of payment

Office and retail: Rent is usually paid quarterly in advance.

Industrial: Rent is usually paid monthly in advance.

Retail: Rent is paid monthly or quarterly in advance. Once per year turnover rent reconciliation.

Free rent

Office: Incentives on new premises typically include a 1-2 month rent free period per year of lease term and 

a fit-out contribution of between €150 and €200 per sq m of net area.

Industrial: Typical incentives include a 1-6 month free rent period depending on lease conditions.

Retail: Not typically offered, with the exception of a fit-out period.

Deposit

Office: 3-6 months rent rent plus service charges plus VAT.

Industrial: 3-6 months bank guarantee or deposit when leasing existing space.

Retail: There is generally a deposit/ bank guarantee of 3 to 6 months rent plus service and marketing 

charges plus VAT.

Rent reviews
Indexation is usually done annually according to the HICP EU index. Occasionally Czech CPI is used as a 

basis of indexation, particularly if NOI is denominated in CZK.

Renewals An option to renew is negotiable.

Right to sublet Common, with landlord approval that cannot be unreasonably witheld.

Breaks

Office: A break option after 3 years is also possible, tenants do not get any option to end their lease term 

earlier unless they pay the entire remaining amount of rent, plus service charges.

Industrial: Unless agreed in the contract, no early termination is possible.

Retail: Rare, but possible where in particular retail projects where tenant is in a strong position to negotiate.
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Fit-out

Offices: The landlord usually provides carpeting, suspended ceilings, ceiling lighting and raised floors as part 

of standard delivery.

Industrial: Any above standard improvements are usually amortised over the lease period. The fit-out costs 

are on open-book basis.

Retail: Only in case where tenant is in a very strong negotiating position within a particular retail project 

(anchor tenants).

Agent fee

Office: Typically 15% of the gross annual rent on full subject of the lease is paid by landlord on relocations. 

Each party pays its agent. If the agent represents a tenant, the fee is typically based on cost savings achieved. 

Reputable real estate agents rarely take fees from both the tenant and landlord, unless specifically agreed 

between both parties.

Industrial: The fee is paid by the landlord. Typically 15-20% of the annual headline rent depending on the 

lease length.

Retail: Landlord and tenants each employ their own consultants. Each will take responsibility for their own 

fees. Agents' fees are calculated on the basis of 15% of the gross annual rent achieved disregarding any 

incentives or rent free periods etc., plus VAT.

Land System

Land ownership and land use tenure 

Land is registered in the Czech Cadastral Register, 

which contains both factual and legal information 

on the property, including the property owners. Land 

ownership is very fragmented; one of the highest rates 

of fragmentation in Europe.

Around 54% of the total area of the country is 

agriculture land. The majority of agricultural land is 

owned by private or legal persons. It is not unusual 

that one land plot is owned by more than one private 

person. All remaining farmland is owned by state. At 

present, most agricultural land owners do not rent to 

third parties.

Freehold land is subject to the zoning usage 

designated by the respective area’s Master plan. 

The Master plan represents a municipality’s basic 

conceptual document for coordinating its development 

and clarifies and develops land planning goals and 

tasks in accordance with the region’s principles of 

land development and the Czech Republic’s land 

development policy. The Master plan also provides 

the concept for developing the municipality’s land, 

protecting land values and defining land, spatial and 

landscape configurations and the concept for public 

infrastructure. It defines built-up areas, buildable 

areas and corridors, redevelopment zones, areas 

for public utilities and areas for publicly beneficial 

measures, while setting the conditions for utilising 

these areas and corridors. The Master plan is binding 

on regulatory plans and planning authorisations.

Land sales system

Land is usually purchased by farmers, investors (for 

renting to farmers), or developers. A fee needs to be 

paid for with withdrawing land plots from agricultural 

land use designation. Issues may arise by withdrawing 

land plots from agricultural land use. There are future 

plans in place to limit the change of agricultural land 

to building plots. 

Land use

Land development for state owned or privately held 

land is subject to the Master plan prepared by the 

development authority of the municipality. Some 

cities also have a Regulatory plan, which is the most 

detailed type of land planning. Detailed conditions are 

set out within the area of interest for land utilisation, 

for the localisation and spatial configuration of 

buildings and for protecting land values. A regulatory 

plan is binding on land decision-making. 

Modification of land usage is permitted subject 

to prior approval by the local government and a 

conversion charge imposed by the development 

authority.

Property ownership

There are no restrictions on owning real estate in the 

Czech Republic.

Foreign Investment

The Czech Republic is one of the most successful 

transition economies in terms of attracting foreign 

direct investment.

There are no restrictions on foreign individuals and 

legal entities owning a business or holding shares in 

companies and they can acquire and sell up to 100% 

of the share capital of a limited liability or joint-stock 

company. Similarly, they can also participate in 

companies with other legal forms. The transfer of an 

ownership interest in a limited liability company must 

be recorded in the Commercial Register.

The Czech Republic aims to become one of the ten 

most attractive countries for foreign investment in 

the EU by 2018. The government has introduced 

a national investment incentives scheme, the main 

conditions for granting incentives differ according to 

the supported activity. The following sectors qualify 

for investor support: Industry, Technology centres, 

Business support services centres.

The national incentives scheme:

Tax incentive

Corporate income-tax relief for up 

to ten years for new companies 

Partial corporate income-tax relief 

for up to ten years for existing 

companies 

Job-creation 

grants

Financial support for creation of 

new jobs

Training and 

retraining grants

Financial support for training and 

retraining of new employees

Cash grant 

for capital 

investment

Financial support in the case 

of strategic investments in 

manufacturing or in technology 

centres

Property tax 

incentive

Property tax exemption for up to 

five years

There are no extraordinary exchange controls placed 

on individuals that restrict the transfer of money into 

our out of the Czech Republic. Both residents and 

non-residents can hold bank accounts in any currency.

Market strengths

• 

• Under Czech law foreign 

and domestic entities are treated identically in 

all areas, from protection of property rights to 

investment incentives

•  The Czech Republic is a 

member of the Multilateral Investment Guarantee 

Agency (MIGA), an international organization 

for protection of investments, which is part of the 

World Bank-IMF group. The treaties provide that 

each party shall permit and treat investments and 

associated activities of the other party’s residents 

on a non-discriminatory basis, and guarantee full 

protection and security by law

•  No limitations exist 

concerning the distribution and expatriation of 

profits by Czech subsidiaries to their foreign parent 

companies, other than the obligation of joint 

stock and limited liability companies to generate 

a mandatory reserve fund and pay withholding 

taxes. The Czech Republic has treaties to prevent 

double taxation with many countries, including 

all EU countries, Switzerland, the United States, 

Canada, Japan, and Australia

•  Positive economic 

fundamentals. The highest ratings from 

international credit-rating agencies in CEE region
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Property Taxes

Taxation on owners

Real estate tax comprises a tax on land (land tax) and 

a tax on structures and units (building and unit tax) 

based on the situation as of 1 January of the relevant 

tax year. Real estate tax is generally payable on an 

annual basis by the owner, although in specific cases 

the user or the lessee is the taxpayer. 

Land tax is imposed on plots of land entered in 

the Land Registry and is payable by the owner or, in 

special cases, by the lessee or user. The rate is CZK 

2 per sq m for building plots (multiplied by indices 

based on the municipality where the land is located) 

and CZK 0.2 per sq m for the other types of land. 

Agricultural land is taxed based on its value. Paved 

areas (generally, land covered by a flat structure) used 

for business are subject to tax rate of CZK 1 per sq 

m (agriculture) or CZK 5 per sq m (other business 

activities). This applies to e.g. parking lots, platforms, 

certain roads, etc. 

Building and unit tax is calculated according to the 

registered built area. The tax rate ranges from CZK 2 

to CZK 10 per sq m in the case of business premises 

and from CZK 2 to CZK 8 per sq m for residential 

premises and garages. The tax rate may be increased 

by CZK 0.75 per sq m for each additional floor 

exceeding one-third of the building built-up area. 

Tax rates are multiplied by coefficients according 

to the location of the real estate (determined by the 

municipalities).

Taxation on transfer 

 is charged at a flat rate 

of 4% of the higher of the sale price of a property or 

75% of the comparative tax value (usual market price 

determined by a statutory expert or calculated based 

on guidelines, taking into account the location, size 

and type of real estate). 

A recent amendment to the Real Estate transfer tax 

passes the obligation to pay the RE transfer tax from 

the seller to the buyer. Previously, the buyer only 

served as a guarantor of the seller’s tax liability, and 

only if the seller did not pay the tax could the tax 

authorities collect it from the buyer. The new law is 

intended to simplify the old legislation on this subject. 

Henceforth, no one but the buyer will be liable to pay 

the acquisition tax. This change of law is valid from 1st 

November 2016.

Certain transactions (e.g. mergers and demergers) are 

not subject to real estate acquisition tax.

Czech Republic contact details:
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t: +420 221 711 007
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Capital Markets
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Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.
2,3 Source: CBRE Research, 2016.
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National Statistics

Denmark 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 5.7 5.7 5.7 5.7

GDP Growth (real, year-on-year) 1.2% 1.2% 1.6% 1.7%

GDP Per Capita (real, USD) 58,214.6 58,690.6 59,412.7 60,249.6

Interest rate, long-term, end of period 0.9% 0.2% 0.9% 1.9%

Fixed Asset Investment (real, year-on-year) 1.1% 2.1% 2.9% 2.8%

Exchange Rate (Kroner per US$) 6.7 6.8 7.0 7.0

Unemployment Rate 4.6% 4.3% 4.2% 4.2%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Domestic

Other European
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55%
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Other Collective 
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Private Investors

Other

6%

5%

26%

27%
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30%

Typical Sale and Purchase Terms

Price quotation DKK based on gross (external) measured floor area.

Agent fee
The seller usually pays 1-3% of the sales price to its broker. The fee is negotiable, and depends on market 

conditions and total volume of the transaction.

Legal fee
Both parties may appoint their own legal representatives. Unless specified otherwise, each party bears its 

own legal costs.

Tax on transaction

There is no transfer tax.

Registration of the ownership is subject to stamp duty of 0.6%-1.5%, plus DKK 1,660. Payable when the title 

deed is registered in the Electronic Land Registry.

Loan terms
Loans run up to 30 years. Up to 60% LTV ratio for commercial properties, and up to 80% LTV ratio for 

residential properties.

Borrowing rate

Typically financed by Danish mortgage banks. The Danish mortgage model is unique, as there is a direct 

vmatch between the loan and the bonds which a mortgage bank issues to fund a loan. It contributes to 

securing financial stability because the match funding principle to a greater extent eliminates risk in the 

financial sector. This connection also forms the basis of a transparent and flexible prepayment system. 

Borrowers may redeem their mortgage loans at any time without negotiating the price – prepayment may 

always take place at current market prices. This unique principle is found nowhere else in the world.

At the moment the mortgage lending rate is approximately at 2.5% inclusive margin.

Mode of payment Floating or fixed rates, with or without quarterly principal repayments.
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Typical Leasing Terms

Rent quotation Usually quoted as annual net rent in DKK per sq m of gross external area.

Lease term

A lease continues until either the tenant or the landlord terminates the contract. Parties agree to an initial 

term, whereby neither can terminate the lease. Typically, this non-termination period is much longer for the 

landlord than for the tenant. The non-termination period is typically 3–5 years for the tenant; 5–10 years for 

the landlord.

For a new construction, however, the non-termination period is typically 10–12 years for the tenant; 15–20 

years for the landlord. Although negotiable, it is generally more difficult for a tenant to negotiate a shorter 

non-termination period with a large lease and in a new building, because landlords have invested more in 

the property.

Once the initial period of non-termination for the tenant ends, the tenant can terminate the contract with 

notice to the landlord. The number of months of required notice is negotiable. Six months' notice is common.

Frequency of payment Rent is normally paid monthly or quarterly in advance.

Free rent Usually 1-9 months but negotiable.

Deposit 6 months bank guarantee is common.

Rent reviews The rent is escalated annually by the net price index, often with a minimum annual increase of 2%-3%.

Renewals There is no need to renew the lease contract – rolling contract after the non-termination period.

Right to sublet

Subletting is usually allowed in the lease, with landlord approval. If the subtenant is a related company, the 

landlord cannot unreasonably withhold consent. Lease provisions that allow the landlord to recapture are 

rare.

Breaks Negotiable.

Fit-out Landlord normally pays for standard fit-out.

Agent fee

New Lease: If a broker represents a tenant, the tenant typically pays a commission that is 15% of the first 

year's rent, including service charges. When CBRE represents a tenant, there is a base fee of 8%-10% of the 

first year's rent plus an incentive fee, based on calculated savings achieved in negotiation with the landlord. 

The landlord also typically pays 15% of the first year's rent (including service charges) to the landlord's listing 

broker. If CBRE is the broker for both the landlord and the tenant, then normally the tenant pays a fee to 

CBRE, and CBRE abstains from the landlord fee.

Sublease: Sublessors typically pay a commission of 15% of the first year's rent (including service charges) to 

the listing broker. If a second broker brings the tenant, the brokers share the 15% commission: typically, 70% 

to the listing broker, and 30% to the tenant's broker.

Land System

Land ownership and land use tenure 

The majority of land use and tenure is freehold. Land 

use provided in leasehold typically includes facilities 

such as major airports, harbours and docks areas.

Land sales system

Freehold land can be freely transferred between 

private entities whereas the underlying ownership 

behind leasehold at major facilities is typically owned 

by the state and non-transferable.

Land use

Land development is required to comply with local 

municipality planning through the use of development 

plans including typically at a municipality level, the 

Municipality Plan and then at a micro level the Local 

Plan. Both building permit and occupation permit are 

needed. 

Property ownership

Property ownership in Denmark is normally registered 

in the Electronic Land Registry, a publicly-run land 

registration service. All registrations are made online 

using a digital signature. The Land Registration Court 

(Tinglysningsretten) is responsible for the registration 

of titles to land, mortgages and other charges in the 

Electronic Land Registry.  

Foreign Investment

The Danish government promotes investment through 

‘Invest in Denmark’, which is part of the Ministry 

of Foreign Affairs. Local agencies also promote 

investment in their regions.

As an EU member state, Denmark is bound by the 

rules on the free movement of goods, persons, capital 

and certain services. Denmark does not distinguish 

between EU and other investors because it welcomes 

all foreign investment. There are no additional permits 

required for foreign investors. There is no bias against 

foreign companies in any dealings with the local or 

national authorities. The only restrictions on real estate 

purchases apply on the purchase of second/vacation 

homes.  

 

An exception to the openness to foreign investment 

is a limit on foreign ownership of arm production 

facilities of 40% of equity and 20% of voting rights.  

Ownership of aircraft is, in theory, restricted to EEA 

nationals, but exceptions may be granted. Registration 

of ships also is restricted to EU nationals and ‘foreign 

companies with a major Danish influence’. 

REIT structures are not currently used in Denmark. 

Denmark supports free trade and welcomes foreign 

investors. Denmark also aligns with EU directives on 

free and fair competition within the European Union. 

All companies registered in Denmark – both Danish 

and international – are free to apply for the financing 

and incentives available.

 

Conversion and/or transfer of funds associated with 

an investment into or out of Denmark are not subject 

to restrictions, although the Danish tax authorities 

must be informed on certain transactions. Under anti-

money laundering measure, an individual leaving or 

entering Denmark with more than €10,000 in cash or 

bearer instruments must report these to Customs. 

All policies in place should facilitate the free flow 

of capital and support the flow of resources in the 

product and services market. Foreign investors can 

obtain credit in the local market at normal market 

terms, and a wide range of credit instruments is 

available.

Denmark conducts a fixed exchange rate policy with 

the Danish Krone linked closely to the Euro within 

the framework of ERM II. The Danish Krone has a 

fluctuation band of +/- 2.25 percent of the central 

rate of DKK 746.038 per 100 Euro. 

Property Taxes

Taxation on owners

The principal direct tax affecting companies in 

Denmark is corporate income tax. The most important 

indirect taxes are value added tax (VAT), transfer 

tax, real estate tax, stamp duties and ‘green’ taxes. 

Other taxes include: withholding tax on dividends and 

royalties, social security contributions and hydrocarbon 

tax. Denmark does not levy a branch profits tax, 

remittance tax, capital duty, share transfer duty or 

wealth taxes.

DENMARKDENMARK



EMEA INVESTMENT GUIDE 2016

48

EMEA INVESTMENT GUIDE 2016

CBRE Research © CBRE Limited 2016 49

Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Public and private limited 

companies resident in Denmark are taxed at a rate of 

23.5% of their taxable income (2015). The rate will be 

22% from 2016.

Real estate tax: Denmark has various taxes on real 

estate, some of which are paid to the state and others 

to the local public authorities. The taxable base for the 

real estate taxes is a valuation completed every second 

year by the tax authorities, although some taxes are 

frozen at the value in 2002. 

A building tax applies to certain business property at 

a rate of up to 1% of the value of the building. 

Danish individuals who own property in Denmark must 

pay property tax. The tax is 1.6% to 3.4% on the value 

of the land (depending on the location).

Danish individuals who are fully liable to tax in 

Denmark are subject to real estate value taxes on real 

estate owned in Denmark and abroad. Individuals 

who are not fully liable to tax in Denmark are subject 

to Danish property value taxes on real estate owned 

in Denmark. The annual real estate is calculated as 

1% of the public value of the real estate for the part of 

the public value that does not exceed DKK 3,040,000 

and 3% of the public value exceeding that amount.

Taxation on transfer 

Real estate in Denmark can be acquired either directly 

or through buying shares of a legal entity owning 

the real estate. In order to avoid transfer tax, larger 

properties are often transformed to separate special 

purpose vehicle (SPVs) prior to the sale.

Stamp duty: In connection with the sale of real estate, 

a deed is subject to a stamp duty of 0.6%-1.5% of the 

purchase sum, or at least of the rateable cash value 

of the property. In addition, a registration fee of DKK 

1,660 is charged. 

Capital gains tax: Companies subject to full Danish 

tax liability and branches are taxed with 23.5% on 

gains from the sale of Danish real estate. The most 

common types of assets subject to capital gains tax 

include machinery and other business assets, real 

estate and certain intangible assets (e.g. patents, 

trademarks, copyrights and goodwill). Non-residents 

are taxed on capital gains only if the gains arise from 

the sale of real estate in Denmark or of assets relating 

to a permanent establishment (PE) in Denmark. 

Gains arising from the sale of real estate are 

calculated as the difference between the regulated 

sales price and the regulated purchase price. Losses 

may be offset only against future gains on the sale of 

real estate. In the case of a depreciated building, the 

difference between the sales price of the building and 

the book value is taxed as the regular corporate income 

tax rate of 23.5%. Such losses may be offset against 

other income. 

VAT: VAT exemptions for sale of real estate were 

partially lifted with effect from January 1st 2011. This 

means that VAT is payable for the commercial sale of 

building plots and new buildings. The same is valid 

to a certain extent for sale of rebuilt and renovated 

properties.

Denmark contact details:

Dragana Marina

Head of Research

t: +45 3525 5142

e: dragana.marina@cbre.com

Capital Markets

Executive Director

t: +45 3544 0001

e: mikael.glud@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.
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National Statistics

Estonia 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 1.3 1.3 1.3 1.3

GDP Growth (real, year-on-year) 1.1% 2.0% 3.0% 4.0%

GDP Per Capita (real, USD) 17,731.1 18,109.7 18,680.9 19,460.1

Interest rate, long-term, end of period 4.5% 4.2% 4.3% 4.4%

Fixed Asset Investment (real, year-on-year) -4.4% 3.0% 4.0% 4.9%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 6.2% 5.6% 5.0% 5.0%

FDI by Investor Origin  

(2010-2012)

FDI by Sector  

(2014)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, UNCTAD, OECD, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation EUR based on sellable area.

Agent fee Common from 2.0% to 5.0 % of the price plus 20% VAT.

Legal fee
Usually each party bears its own legal costs. Notary fee is usually split between the parties. The state fee is 

paid by the purchaser.

Tax on transaction
Notary fee and state fees, paid as described above (see legal fees). Income tax on the profits gained by 

selling the property is payable by the seller.

Loan terms

Commercial property loan terms depend on loan amount, LTV ratio, loan term, type of collateral, credit 

history, etc.

For commercial properties 60%-75% LTV for loans with collateral. Land financing is not common.

For development projects, 30%-50% pre-lease generally required (depending on type of property).

For residential properties, the maximum LTV ratio for the first outstanding loan is 85%. Loan tenures are 

capped at 30 years. The maximum amount of a borrower’s monthly credit repayment and interest (under all 

obligations), as to date, will not be above 40% of sustainable monthly income.

Borrowing rate Typically based on EURIBOR plus interest margin in between of 1.8%-3.5%.

Mode of payment
Balloon payment is quite popular for commercial property loans. Residential mortgages are repaid on an 

amortization schedule, usually on a monthly basis.

Typical Leasing Terms

Rent quotation
EUR/sq m/month; usually quoted based on lettable area and excluding maintenance fees, utilities and VAT. 

Standard lease contract usually provides double-net lease structure for speculative leases.

Lease term Practice 3-5 years for office, retail, and industrial.

Frequency of payment Rent is usually paid once a month to the bank account of the landlord.

Free rent It is not market practice, but step rent could be applied as a discount for the first year of rent.

Deposit Security deposit or bank guarantee of 1-3 months’ rent is generally required.

Rent reviews Typically parties agree upon annual indexation which is tied to CPI and/or capped to 1-3%.

Renewals

For commercial lease renewals options negotiable according to lease agreement clauses.

If, in the case of a residential lease contract entered into for a term of at least two years, neither party gives 

notification at least two months before expiry of the term that the party does not wish to extend the contract, 

the lease contract becomes a lease contract entered into for an unspecified term after expiry of the term.

Right to sublet Depends on the agreement of the parties.

Breaks

The lease contract can be terminated by either party should breaches of the terms of lease occur. If the lease 

is of indefinite duration, both parties shall have the right at any time to terminate the contract with prior 

written notice of three months served on the other party.

Fit-out Fit-out contributions are subject to negotiation. Standard fit-out is covered by the tenant.

Agent fee Tenant representation between 8% - 15% of the annual rent paid by tenant.
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Land System

Land ownership and land use tenure

Ownership of title to land 

provides the owner with the right to possess, use and 

dispose of the land and to demand the prevention 

of violation of these rights and elimination of the 

consequences of violation by all other persons. 

Ownership is registered in the Land Register (in 

Estonian: “Kinnistusraamat”).

Leasehold 

title is the contractual right to use the land or parts 

of it (i.e. buildings on the land or premises in these 

buildings) as specified in the lease agreement.

 Common hold entitles the holder to 

the right to use and profit from the use of the property. 

Common hold has to be registered in the Land 

Register.

 Means ownership of the 

physical share of a building (apartment) together 

with a legal share of co-ownership of the land and 

communal areas of the building.

An immovable is a delimited part of land (plot of 

land). The essential parts of an immovable are 

objects on the land which can not be relocated, 

such as buildings, constructions, standing crop, other 

vegetation and unharvested fruit.

Real rights – the main real rights are ownership 

 

Servitudes, real encumbrances, right of superficies, 

right of pre-emption and right of security, which have 

to be registered in the Land Register.

An immovable may be 

encumbered in such a way that the person for whose 

benefit a right of superficies is constituted has a 

transferable and inheritable right for a specified term 

to own a construction permanently attached to the 

immovable. Right of superficies has to be registered in 

the Land Register.

 Co-ownership is ownership 

belonging to two or more persons concurrently. 

Ownership of the land as well as other property rights 

(condominium ownership, right of superficies etc.) are 

always registered in the Land Register. Registering 

leases is optional. If the lease agreement has been 

registered in the Land Register, the new owner of 

leased premises has no right of early termination of 

the lease agreement which is otherwise provided by 

law. However, it is not common to register the lease 

agreements in the Land Register.

Land sales system

Ownership of the land and other property rights are 

always registered with the Land Register. The Land 

Register is public and provides absolute evidence of 

title and shows a description of the land, the identity of 

the owner, and any matters beneficial or detrimental to 

the land.

The legal title passes over upon registration in the 

Land Register. The sale and purchase agreement of 

land are subject to notarial authentication.

Most real estate transactions take place between 

private persons. Public auctions are possible and are 

commonly used by trustees and bailiffs or by the local 

government and the state.

Land use

Any significant land or building developments require 

approval from the local municipality in the form 

of detail plan or design conditions. Construction 

permits are issued following detailed plans or design 

conditions issued by local municipality. In the case of 

unauthorized developments, the local government may 

require to demolish the building or apply significant 

fines.

Property ownership

Property ownership is registered at the Land Register. 

The legal title passes over upon registration in the 

Land Register. The sale and purchase agreement of 

real estate is subject to authentication by a notary.

Foreign Investment

There are legal restrictions on non EU persons 

acquiring plots of agricultural or forest land in excess 

of ten hectares, or plots of land that are situated in 

state border areas. Such persons may acquire land 

only with the consent of certain state agency. Such 

limitations are often overcome by making investments 

via legal entities.

Estonia has concluded favourable tax treaties with 

some foreign countries.

Profit is taxed only on disbursement (i.e. profit can be 

accumulated and re-invested).

Foreign investors have easy access to e-services 

(banks, land register, commercial register, tax office 

etc.), including via e-residency.

None in place.

Market strengths 

• Close connections with Swedish and Finnish 

economies

• Favourable interest rate environment

• Well linked to Helsinki (population of 

approximately one million) and Saint Petersburg 

(population of approximately five million)

• Stability and steady growth

• Well known as favourable environment for tech 

companies

• Logistics hub between Russia and Europe

Property Taxes

Taxation on owners

Land tax: The only property tax imposed in Estonia 

is Land Tax. Upon the encumbrance of land with a 

right of superficies or a usufruct, land tax is paid by 

the superficiary or usufructuary. The rate of tax is 

0.1%-2.5% of the taxable value of land annually. Local 

municipalities have the right to right to determine the 

exact rate. The value of land is set by a regulation 

given by the Minister of the Environment. The value of 

land differs across Estonia. 

Mortgage: Notary fees and state fees are being 

applied at registering.

Generally additional local taxes do not 

exist.

Resident legal persons 

and non-resident legal persons who have registered 

permanent establishments in Estonia are obligated 

to pay corporate income tax. This is payable only 

upon dividend payments or other payments which are 

considered as profit distribution.

The corporate tax system in Estonia differs from that 

used by many countries, in that corporate income is 

taxable only upon distribution. The profits earned and 

retained by a company are not subject to taxation. 

The income tax rate for 2016 on gross dividends is 

20%, although the tax is based on the net amount 

of dividends by applying a proportional tax rate of 

20/80. Thus a company not distributing profit is not 

obliged to pay income tax. Taxable expenses and 

payments are taxed at the rate of 20/80 as well.

Income tax on the 

rental income and on the profits gained by selling the 

property is payable on annual basis only by private 

persons. PIT has a flat standard rate of 20%.

Value added tax (VAT): The standard VAT rate in 

Estonia is 20% (for land and building lease/sale) and 

9% (for accommodation services). Generally, sale or 

lease of property is VAT exempted. The exemption 

does not apply to:

• Property with a building, which is sold or leased 

out before the first use of the building

• Land with an established detailed plan, design 

criteria or building permit if there is no existing 

buildings

• A building which is significantly improved and 

which is sold or leased out before the first use of 

the building after improvement

Further, regardless of the exemption, a person 

may voluntarily, by informing the tax and customs 

authorities, add VAT to the sale and lease of a real 

estate, other than dwelling. Upon voluntary application 

of VAT, the VAT is declared and paid by the buyer or 

lessee (in place of seller or lessor).
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Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Taxation on transfer 

State fee or transfer tax: State fee is calculated on 

the basis of transaction value. For transaction values 

in excess of €639,120, the state fee is 0.16% of the 

transaction value but not more than €2,560.

Notary fee: A notary fee is calculated on the basis of 

transaction value. When the transaction value is over 

€6,391,165, notary fees are €5,368.55 + 0.02% 

of the amount of the transaction value exceeding 

€6,391,165. In case the transaction value is more 

than €6,390,000, it is considered that that the 

transaction value is €6,390,000. If there is more than 

one party to the transaction, the notary fee has to be 

multiplied with two.

The value of the thing or right being the object of the 

notarial act is the basis for determining transaction 

value.

 In general, 

Income tax on the profits gained by selling the 

property could be applied. Capital gains are included 

in the computation for taxable income, and taxed at 

the standard rate of 20%. Income tax is charged on 

gains derived by a non-resident from sale or transfer 

of property located in Estonia.

The gains derived from the sale of property are the 

difference between the acquisition cost and the selling 

price of the sold property. A taxpayer has the right to 

deduct certified expenses directly related to the sale 

or exchange of property from the taxpayer’s gain or to 

add such expenses to the taxpayer’s loss.

Gains from the sale of real estate are not subject to 

Income tax if:

• The property is a dwelling which was used by the 

taxpayer as a residence until transfer

• The property was acquired through privatisation 

process with the right of pre-emption and the size 

of the registered immovable property does not 

exceed two hectares

• The property has been transferred to the 

taxpayer’s ownership through restitution of 

unlawfully expropriated property

• A summer cottage or garden house has been in 

the taxpayer’s ownership for more than two years 

and the size of the land plot doesn’t exceed 0.25 

hectares

Value added tax: The standard VAT rate for land and 

building sales is 20% in Estonia. Generally, sale of a 

real estate is VAT exempted. In some cases the VAT 

by selling the property could be applied, for example, 

for the supply before the first occupation of buildings 

or their parts or for significantly renovated buildings 

or their parts or for plots if there are no construction 

works on such plots.

Estonia contact details:

Vineta Vigupe 

Director, Research & Consulting, Baltics 

t: +371 679 30013 

e: vineta.vigupe@cbre.com

Capital Markets

Santa Rozenkopfa

Senior Director, Capital Markets

t: +371 265 33393

e: santa.rozenkopfa@cbre.com

Legal Information provided by Eversheds

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 2,3 Source: CBRE Research, 2016.
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National Statistics

Finland 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 5.5 5.5 5.5 5.6

GDP Growth (real, year-on-year) 0.2% 0.9% 1.2% 1.4%

GDP Per Capita (real, USD) 45,145.9 45,353.2 45,726.2 46,203.4

Interest rate, long-term, end of period 0.9% 0.9% 1.4% 2.1%

Fixed Asset Investment (real, year-on-year) 0.7% 0.9% 1.7% 2.0%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 9.3% 9.2% 9.2% 8.9%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation EUR/sq m.

Agent fee
Usually the seller pays 0.4-1.25% to their broker. The fee is negotiable, and influenced by market conditions 

and total value of the property.

Legal fee Buyer and seller have their own legal representatives and bear their own legal costs.

Tax on transaction
2% of transfer tax of debt free sales price on share deals and 4% of the price in real estate transaction. 

Business practice is that the buyer pays the transfer tax. This is normally mentioned and confirmed in the offer.

Loan terms 3-5 years’ term with 50%-60 % LTV ratio is typical for commercial property loans.

Borrowing rate
Borrowing rates for commercial properties are typically based on EURIBOR 6/12m (+tied to SWAP 

agreement) and a margin of 150-250 bps.

Mode of payment Typically no bullet loans, 1% - 5% annual amortisation.

Typical Leasing Terms

Rent quotation EUR/sq m/month, quoted on net floor area (Fin: huoneistoala).

Lease term

Fixed lease term is typically 3-5 years. It is common with large occupiers, international companies, and with 

most companies taking space in new developments. Fixed terms longer than five years apply mainly with 

single tenancy or new developments. A common practice is to agree on a fixed-term after which the lease 

continues automatically for an indefinite period until one of the parties wishes to terminate it.

Frequency of payment Tenants generally pay rent monthly in advance on the second day in the month.

Free rent
Depending on the size of the tenure, length of lease and the individual landlord, typically 1-6 months’ rent-

free can be negotiated but some transactions do not provide for any such incentive.

Deposit Typically 3 months’ rent or more.

Rent reviews Most commonly in line with the Cost of Living index, can have a minimum percentage increases as well.

Renewals Most typically no options in leases.

Right to sublet Common.

Breaks Often 3-9 months notice to terminate in leases valid until further notice.

Fit-out Tenant usually pays for the fit-out.

Agent fee Fees are typically 15-20% of the first year’s gross annual rent. Each party typically pays their own agents fee.

FINLANDFINLAND
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Land System

Land ownership and land use tenure 

The sites in Finland can be held either under freehold 

or leasehold title. Largest land owners providing land 

for use on a leasehold title are municipalities and the 

state of Finland. 

Land sales system

Property transactions usually concern estates and 

plots. The majority of Finland’s land area consists of 

estates. Plots are located in local city plan areas. Land 

is sold both through public tenders and agreements 

between private entities. The form of the real property 

transaction is prescribed by laws. A transaction is not 

valid if legal provisions have not been followed. The use 

of an intermediary is not a statutory requirement. Legal 

provisions have been prepared to be as understandable 

as possible so that parties to the transaction are able to 

complete the transaction without any intermediaries.

The only external party required is a public purchase 

witness who confirms the transaction. Transactions 

completed using the online real property transaction 

service (maintained by the National Land Survey of 

Finland) will require a public purchase witness. The 

acquisition of a housing unit other than real property 

does not require an intermediary. 

Once the real property transaction has been 

completed, the buyer must apply for a title registration 

with the National Land Survey of Finland. Transactions 

concerning parcels also require a title registration. It 

is in the best interests of the buyer to apply for the title 

registration without any delay.

Land use

All property development and works must be carried 

out in accordance to local planning (city plan or 

general plan) and Finnish standards and regulations 

that are subject to approval requirements prior to 

commencement.

Property ownership

In Finland, the right of ownership is protected by the 

constitution, and it can only be taken away from the 

owner or their heirs following procedures defined 

specifically in the legislation. In practice, this may take 

place if a real property is redeemed by the state or 

municipality for full compensation. Leasing is always 

a fixed-term process and, therefore, not a permanent 

solution. However, lessees of real properties or 

housing units are also covered by legal protection, 

and their rights and obligations are also prescribed by 

laws. If a transaction concerns a building located on 

leased land, the transaction is made on the building 

and the right to lease the property. 

Property, apartments and commercial premises can 

also be acquired by purchasing participations in the 

specific housing or real estate company (MREC). They 

entitle their owner to control specific premises. This is 

the typical way of acquiring residential or commercial 

premises, especially in urban areas and towns.

Foreign Investment

There are no restrictions on foreign ownership. 

Foreign individuals can freely acquire real property or 

a housing unit in Finland. The property or housing unit 

can be either purchased or leased according to the 

laws of Finland.

Foreign individuals may also become owners of real 

property through inheritance or exchange or as a gift.

As a general rule, there is no discrimination between 

benefits granted to foreign investors and those granted 

to local investors. Benefits are given in the form of 

investment grants, loans at reduced interest or a state 

guarantee for exporters. Occasionally, the benefit is 

granted in the form of a combination of an investment 

grant and low interest loans, depending on the 

geographical location of the investment and the size of 

the investing company.

There are no exchange controls in Finland. Funds are 

freely transferable from or to Finland.

Market strengths 

• Higher yields than other Nordic markets

• Part of the Eurozone

• Low level of corruption

• Transparent, liquid market –> a lot of foreign 

investors

• Good infrastructure and high level of education

• Finland is going through a political change in 

decreasing the size of the public sector, social 

service security and level of labour costs. Finland 

is adapting the Swedish model of export linked 

labour cost index.

Property Taxes

Taxation on owners

Property tax: Property owner pays the property tax, 

which is determined annually, and paid typically 2 

times a year. Property tax is calculated as percentage 

of the sum of the value of the land and building. 

The value of the land is based on benchmark actual 

transaction of the land value and value of the building 

is a technical value of the building, based on a 

number of factors such as property type, age, area, 

height, technical condition etc. The property tax rate is 

0.8%–1.55% for commercial properties and 0.37–0.8 

% for residential properties. Property tax equals usually 

approx. €0.50–€1.0 per sq m per month.

Value added tax: The current standard VAT rate is 

24%. For property owners, it is optional to apply for 

VAT liability regarding collecting of rents from lessees. 

The lessee has to be VAT-liable as well so that the 

property owner would be able to utilize the VAT-

deductibility. Certain businesses and organizations 

such as banking & finance and health care sectors, 

associations and charities are non-VAT-liable. Often 

the non-VAT-liable tenants pay higher rents in order 

to compensate for the lost VAT-deductions of the 

property owner.

Property owner can deduct the VAT included in the 

cost of services of the property. In addition, VAT is 

deductible on costs associated for the construction 

of a new building and the renovation of an existing 

building if the building is intended for the use of a 

business eligible for VAT tax. The deduction is revised if 

the property ownership is transferred or if the use of the 

property for VAT purposes changes. The revision period 

regarding the VAT deductions of the before-mentioned 

construction and renovation works is ten years. 

Taxation on transfer

Transfer Tax: Transfer tax is 2% of debt free sales 

price of a housing or real estate company shares in a 

share deal, and 4% of the price in direct real property 

transactions. Business practice is that buyer pays the 

transfer tax. 

Capital gains Tax: Any gains realized from the sales 

of assets are taxed based on the corporate income 

tax rate if the seller is a limited company registered in 

Finland. The current corporate income rate is 20%.

In the case of personal taxation, the special capital 

gains tax rates are applied. The tax is levied on profits 

from selling of real property, buildings and securities 

such as shares of housing or real estate companies 

The current general capital gains tax rate is 30% and 

34% on income that exceeds €30,000.

Finland contact details:

Associate Director

t: +358 50 3211 840

e: matti.christersson@cbre.com 

Capital Markets

Sami Kiehelä 

Head of Investment Properties 

t: +358 40 8680 383

e: sami.kiehela@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

FINLANDFINLAND



EMEA INVESTMENT GUIDE 2016

© CBRE Limited 2016

EMEA INVESTMENT GUIDE 2016

6160 CBRE Research

Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

FRANCE
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012345678
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Paris

1  Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.

National Statistics

France 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 66.3 66.6 66.9 67.2

GDP Growth (real, year-on-year) 1.2% 1.6% 1.6% 1.6%

GDP Per Capita (real, USD) 41,709.7 42,214.1 42,696.6 43,223.6

Interest rate, long-term, end of period 1.0% 0.5% 1.4% 2.3%

Fixed Asset Investment (real, year-on-year) 0.9% 3.6% 2.7% 2.7%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 10.1% 9.7% 9.5% 9.1%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Domestic Foreign

Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation € based on lettable area.

Agent fee 0.5-1.5% of the transacted price, depending on the lot size, usually payable by the seller.

Legal fee Usually 0.2- 0.5%, payable by both buyer and seller.

Tax on transaction

Asset deal: There are two forms of trading property assets:

1. VAT regime (Régime TVA): Where the property is less than 5 years old, the purchaser benefits from 

paying reduced transfer costs (circa 1-2%).

Where the property is over 5 years old (new or redeveloped), normal tax and 

transfer costs (including stamp duties et notary fees) are payable by the purchaser (circa 7.6% in Paris region, 

circa 6.9% in the rest of the country).

Share deal: 5% based on the value of shares reduced by the amount of the debt.

Capital gain tax: In main cases, 33.3% based on the difference between the seller price and the initial 

purchase cost, after deduction of amortisations if asset deal.

The rate can be reduced to 19.6% if the purchaser is a SIIC or a SPPICAV with the obligation to hold the asset 

for a minimum of five years.

Loan terms 5-7 year term, 60-65% LTV ratio for core asset, 50% LTV for value added asset or speculative scheme.

Borrowing rate Usually based on 3-month EURIBOR plus spread.

Mode of payment To be negotiated.

Typical Leasing Terms

Rent quotation Net €/ sq m/year.

Lease term

Lease lengths in France cannot be less 9 years (but may be entered into for a longer term) with a break 

option every 3 years. The most common lease structure is 3/6/9, however, it has become increasingly 

common to see 6/9 leases for large office space. Leases longer than 12 years must be registered with the 

Land Registry.

Frequency of payment Quarterly in advance.

Free rent

Around 2.5 - 3 months per firm year of long term lease (includes all commercial incentives, for space > 

1,000 sq m) in areas of the Paris Region with higher vacancy rates and around 1.5 - 2 months in the City of 

Paris, including the CBD.

Deposit Typically 3-6 months or bank guarantee.

Rent reviews Annual indexation on ILAT for office or logistic spaces, on ILC for retail spaces.

Renewals Statutory right at end of 9th year.

Right to sublet Rare due to restrictive conditions.

Breaks
Tenants benefit from a triennial right of termination but it may contract out this right as a limited number of 

cases, particularly when the leased premises are for office or logistic use.

Fit-out
Tenant usually pays but incentives (including free rent period and contribution to fit-out works) are granted by 

landlords depending on market conditions.

Agent fee 10%-30%, depending on the transaction size, which are usually split between the landlord and the tenant.

Land System

Property ownership

Usually, property ownership is in the form of freehold 

ownership (“Pleine propriété”). For an investor, the 

interest is the ease to grant lease(s), to mortgage and to 

sell the property at any time.

In French cities, many buildings are in the form of Co-

ownership (“Copropriété”). In this form of ownership, 

there is a division between privately owned units and the 

common parts of the building (land, structure). In this 

organization, there are several owners. 

Sometimes, for complex property developments (for 

example in La Défense, which is the Business District of 

Paris) there can be a special real estate organization 

called “Propriété en volume”. This Volume Ownership 

can be defined as a concept of ownership by volume 

units stacked verticThis Volume Ownership can be 

defined as a concept of ownership by volumeunits 

stacked vertically as well as horizontally.

Besides, an owner of a plot of land may grant long-term 

lease (“Bail à construction”) for a minimum period of 18 

years and a maximum period of 99 years. The tenant 

benefits from a real property rightover the property and 

has to build construction(s) over that land at his own 

expense. At the termination of the lease, the ownership 

of the constructions is transferred to the landlord.

Land sales system

Frequently, the first step will be for the purchaser to send 

a letter of intent (“Lettre d’intérêt”) to the vendor or an 

Offer Letter (“Offre”).

Then, the next step for the parties, if they agreed the 

main conditions of the sale, is customary to draft a pre 

contract :

• Call option (“promesse unilatérale de vente”)

• or Bilateral undertaking to sell and purchase 

(“promesse synallagmatique de vente”)

The preliminary contract should contain conditions 

precedent such as Land Registry search, town planning 

requirements, terms of possession, easements, 

encumbrances, any rights of access as well as any 

prohibitions regarding construction or use of the 

property.

Under French law, all agreements transferring real 

estate ownership must be signed before a Notary 

(“Notaire”) and registered at the Service Land 

Registration (“Service de la Publicité Foncière”). 

Once the deed has been transcribed in the Land Registry, 

the transfer of the property is binding on third parties.

Regulation of lands and buildings

With a few exceptions, the owner of a plot of land has 

to apply for Building Permit (“Permis de Construire”) 

before starting any work. It’s the same situation for 

an owner of an existing building who wants to modify 

the exterior aspect, extend the building or change the 

use of the building. This process has been established 

in order to check if the project complies with urban 

planning rules. 

There are several strict restrictions on the use of a 

building or its transformation. An urban planning 

permit and sometimes a special authorization 

(“Autorisation de changement d’usage”) is required. 

The residential sector is particularly protected, 

especially in important cities. 

Another specific authorization must be obtained from 

the “Commission Départementale d’Aménagement 

Commerciale (CDAC)” for big sales area (greater than 

1,000 square meters) in the retail sector.

Foreign Investment

France has a free investment policy. However, there 

are certain restrictions and some economic sectors 

require previous approval from the French Ministry of 

the Economy. 

Foreign investors (both EU investors and non-EU 

investors) require authorization from the French 

Ministry of the Economy before they can invest in 

certain strategic sectors. These sectors are:

• Energy: electricity, gas, oil or other sources of 

energy

• Water: the water supply in accordance with the 

standards for public health

• Transport: transportation networks and services

• 
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Foreign and national investors can benefit from 

incentive programs. These programs are meant to 

encourage beneficial investment and create new jobs. 

Incentives include subsidies and grants; loans and 

financing guarantees; preferential tax treatment. These 

incentives can be negotiated depending on the details 

of the investment. The organization responsible for 

promoting investment in France is the French Agency 

for International Investment.

Foreign investors have certain benefits in France in 

terms of taxes. In some regions of France, the local 

government may grant business tax exemptions or 

relieve to companies that locate, expand or take over 

ailing companies. These tax breaks cannot exceed a 

period of five years.

The degree of regulation and bureaucracy for foreign 

companies setting up in France has been significantly 

reduced in recent years.

A number of measures have been implemented in 

order to boost the economy. These include:

• The implementation of a €20 billion corporate 

tax credit programme (crédit d’impôt compétitivité 

emploi), and the elimination of a corporate social 

solidarity tax to attract investors

• The creation of a research tax credit (crédit impôt 

recherche) and tax incentives for innovative new 

companies (jeune entreprise innovante)

• New labour laws which strengthen vocational 

training and adds flexibility to the French labour 

market

None in place.

Market strengths 

• A deep and liquid market: France is the 3rd 

largest investment market in Europe, with Paris in 

the worldwide top 5 destinations of international 

capital flows; Paris Region is the main rental office 

market in Europe in terms of stock and take up 

volumes

• Security and resistance: A mature property market, 

having experienced many real estate cycles, 

structured around major longstanding domestic 

players; stable cash flow expectations and a 

property cycle far less volatile in comparison 

to other leading European cities, with a better 

resistance of capital values during the last crisis

• Transparency: Stability and transparency in 

the monetary (Euro zone), political and legal 

environment; highly professional and transparent 

real estate market in line with the UK and US 

practice, with main market information collated 

and shared by the major brokers, including CBRE 

(Immostat system)

Property Taxes

Taxation on owners

The real estate tax (“Taxe foncière”) is based on 

the building (or land) tax value with a yearly rate 

determined by the municipality and the department 

(20% to 68%): €11-€48 per sq m.

The business tax (“Cotisation foncière des entreprises”) 

is based on the tax value with a yearly rate determined 

by the municipality.

The 3% yearly tax is based on market value with 

exemption for European Union companies and 

Countries that hold an international tax convention 

with France.

Specific annual taxes apply in Paris region, with a 

cost depending on the location of the property: office 

tax (€4.81 to €16.89 per sq m); retail tax (€1.93 to 

€7.45 per sq m); warehouse tax (€0.98 to €3.85 per 

sq m) ; car park tax (€1.87 to €6.43 per sq m).

Taxation on transfer 

For land and building < 5 years old, the seller (if it’s 

a professional) has to pay the VAT (value add tax) at 

20% of the sale price minus the VAT amount paid 

on the previous purchase. In this case, the purchaser 

benefits from reduced stamp duty (0.715% of the sale 

price) and has to pay the “Contribution de sécurité 

immobilière” (0.10%).

For building > 5 years old, the purchaser has to pay 

normal stamp duty (5.80% of the sale price except 

in Paris Region for commercial building where it’s 

6.50%) and the “Contribution de sécurité immobilière” 

(0.10%).

In all cases, notary fees are due by the purchaser 

(0.814% to 1% + VAT 20%). In case of share deal, the 

tax is 5% based on the value of shares reduced by the 

amount of the debt.

The seller is liable for the capital gain tax based on the 

difference between the seller price (less vendor costs 

as broker fees) and the initial purchase price (including 

the acquisition costs) , after deduction of amortisations 

if it’s an asset deal. The common rate at 33.33% is 

subject to France international tax convention. The rate 

can be reduced to 19.6% if the purchaser is a SIIC or 

a SPPICAV with the obligation to hold the asset for a 

minimum of 5 years.

France contact details:

Aurélie Lemoine

Head of Research

t: +33 1 53 64 34 88

e: aurelie.lemoine@cbre.fr

Capital Markets

Head of Investment Properties

t: +33 1 53 64 30 81

e: nicolas.verdillon@cbre.fr

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions
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1  Source: CBRE Research, Transparency International,  

iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.

National Statistics

Germany 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 81.7 82.2 82.6 82.8

GDP Growth (real, year-on-year) 1.5% 1.4% 1.5% 1.6%

GDP Per Capita (real, USD) 45,094.8 45,360.2 45,813.2 46,419.1

Interest rate, long-term, end of period 0.6% 0.5% 1.1% 1.7%

Fixed Asset Investment (real, year-on-year) 1.6% 2.9% 2.5% 3.2%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 6.4% 6.0% 5.8% 5.9%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation EUR on gross or net lettable area.

Agent’s fee Typical vendor’s agent’s costs up to 1.0%.

Legal fee Land registry and notary costs up to 1.0%.

Tax on transaction

Purchaser is responsible for Real Estate Transfer Tax (RETT) of 3.5%-6.5% on purchase of an asset (Federal 

State taxation). Land tax is an annual payment determined on a municipality level that has to be paid by site 

owners. It is based on the so called “Einheitswert” (assessed value) of the site (assessed by tax authority) and 

different municipal rates fixed by the municipality.

Loan terms
 5 to 7-year term, 50-75% LTV ratio.

Residential: 20 to 30-year term (generally 25 years), 70-90% LTV.

Borrowing rate
 5-year EUR swap plus a spread of 60-250 bps.

Residential: ca. 10 year swap plus 50-80 bps fixing.

Mode of payment
usually quarterly with bespoke amortisation schedule.

Residential: monthly annuity payment.

Typical Leasing Terms

Rent quotation Net Rental Quoted: Rent is typically quoted as EUR/sq m/month and payable monthly in advance.

Lease term

Negotiable; a typical lease term is five years with an option to renew for another five or ten years with a 

break after five years with a penalty. Shorter lease terms are possible, and subject to penalties if an early 

break option is exercised. For a new development, in most cases a pre-lease has a minimum lease term of 

ten years, without a break option or with a very high penalty.

Frequency of payment Monthly in advance.

Free rent 3–6 months typical.

Deposit
3 months gross rent typical; most tenants provide a bank guarantee, typically equivalent to three months’ 

gross rent, and sometimes equivalent to six months’ from a start-up company.

Rent reviews

The law allows landlords to agree a lease to escalate rent by indexation only for leases that allow a tenant to 

remain for ten years or more. Leases for five years that include a tenant’s option to renew for five more years 

also qualify for indexation (CPI). Step-rent (i.e. fixed increases at fixed intervals) is occasionally used instead 

of indexation.

Renewals
Leases with 5-10 year terms often include an additional five-year renewal option. The option to extend and 

the right of first refusal are usually negotiable points.

Right to sublet
Normally allowed; subleasing is common and in most cases requires the landlord’s approval. This, however, 

varies from contract to contract, as landlord’s approval is not statutory.

Breaks
Options to terminate are rare and mostly associated with a penalty. Landlords in Germany do not grant 

break options that can be exercised during the first three years; but terms are negotiable.

Fit-out Standard fit-out provided by landlord and included in rent.

Agent fee

In most cases, agent’s fees are fixed, but sometimes negotiable, depending on the size of the deal and 

volume of the transaction and lease length. Fee is usually paid by landlords. If separate brokers represent 

landlord and tenant, the fee is divided on a 50–50 basis. A typical agent’s fee on a 5-year lease in major 

German cities is equivalent to three months’ net rent, which is 5% of the rent for the lease term. VAT (19% 

in 2016) is always added to the fees. VAT is required if the service is provided in Germany, even if a client is 

located outside of Germany.

Land System

Land ownership and land use tenure 

Property as a direct or indirect investment is 

increasingly moving into focus. Investors in Germany 

are currently looking for promising investment 

opportunities, due to low interest rates. For one, real 

estate offers relatively attractive and stable yields in 

many regions. Additionally, many investors feel more 

secure by investing in physical assets following the euro 

debt crisis. Germany is highly regarded by foreign 

investors as a safe haven.

There are no restrictions for foreign investors to 

purchase real estate in Germany. However, relatively 

high costs are associated with purchasing property. 

Purchasers have to pay real estate transfer tax, which 

ranges between 3.5% and 6.5% depending on 

the federal state, as well as legal and agent’s fees. 

Acquisition costs can amount to more than 10%, thus 

reducing any potential venture options on German 

property.

German property law knows the concept of ground 

leaseholds (Erbbaurecht). A ground leaseholder 

(Erbbauberechtigter) can own the right to sell and 

bequest a building on or below a site which is 

owned by another proprietor under a ground lease 

agreement. 

Ground lease agreements usually have terms of 75-

99 years, while commercial ground lease agreement 

usually have lower terms of 40-50 years. The holder 

can hand down or sell the ground lease. The consent 

of the site’s owner is necessary for sales and structural 

additons. Instead of a purchase price, the ground 

leaseholder pays an annual ground rent amounting to 

3-5% of the land value.

Land sales system

A property purchase agreement has to be notarised to 

become effective in law; alterations of the agreement 

also have to be notarised. Both contract parties 

(property owner and purchaser) have to appear in 

person at a chosen notary and provide valid IDs as 

well as an official confirmation of residence.  

During negotiations, both parties have to express their 

free will and are informed by the notary about relevant 

facts and legal consequences of the agreement. All 

this is recorded in a memorandum of agreement, 

which is signed by both contract parties and the 

notary. 

Attention should be paid to the fact that the statutory 

form of the notarisation has to be met unconditionally. 

If this is not the case, the property purchase agreement 

is void by law and as a consequence, none of the 

contract parties are bound to fulfillment – meaning 

that the purchaser is not required to pay, and the 

owner retains the property.

Land use

In Germany the most important regulation of 

urban development law is the Federal Building 

Code (Baugesetzbuch – BauGB), supplemented 

by the Federal Land Utilisation Ordiance 

(Baunutzungsverordnung – BauNVO), Plan 

Notation Ordinance (Planzeichenverordnung 

– PlanV) and Real Estate Valuation Ordinance 

(Immobilienwertermittlungsordnung – ImmoWertV). 

All of these regulations are valid for the entire territory 

of the Federal Republic of Germany. Further detailed 

regulations and ordinances under public law, such as 

state building ordinances (Landesbauordnungen), are 

adopted by the federal states.

The aim of land use planning (Bauleitplanung) is 

“to prepare and control the use of land within a 

municipality for buildings or for other purposes” [§1,1 

BauGB]. Municipalities are responsible for urban 

develpoment and the structure of their territories and 

shall prepare land-use plans (Bauleitpläne) “to the 

extent that these are required for urban development 

and order” [§1, 3 BauGB].

Land use planning is the most important urban 

development tool in Germany. The Federal 

Building Code makes comprehensive provisions 

for formal planning procedures. Land use plans 

(Flächennutzungspläne) outline the overall type of land 

use and are only binding for authorities. Development 

plans are generally binding, they make detailed 

provisions for the development of sites, provide 

essential planing and construction provisions, these 

must be met in order for local building authorities to 

grant building permits.

Development plans do not have to make provisions 

for all possible eventualities. However, if it is to be 

the sole legal basis for the permissibility of a building 

project it has to make stipulations for the four following 

issues: Type of development; degree of development; 

developable site areas, and public circulation space.
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If these four stipulations are defined in the plan, 

it is considered to be a qualified development 

plan, meaning the permissibility of development 

is exhaustively provided for in the plan. Most 

development plans classify as qualified.

If one of the stipulations is not defined, the 

development plan is considered to be a simple 

plan. In these cases, the permisibility of a property 

development in developed and undeveloped areas is 

regulated in accordance with §34 BauGB and § 35 

BauGB respectively.

According to all state building ordinances, a building 

permit is required for the construction or coversion of 

a building. It is granted if the planned developent is 

in line with building regulations. Building regulations, 

including construction laws (Bauordnungsrecht) and 

planning laws (Bauplanungsrecht), are defined in state 

building ordinances and the Federal Building Code 

respectively. Construction laws make provisions for 

the construction of buildings, the aim to ensure the 

safe building practices and buildings (fire protection, 

separation space etc.). Planning laws define the usage 

of a site and the possibilty of development, particularly 

in regard to the size, type of use and construction, 

design and dimension of a property development.

Property ownership

Title deeds and encumbrances, such as easements or 

mortgages, are entered in the land register according 

to a certain ranking. The rank of a right has to be 

taken into account during compulsory auction of 

the property. Access to property details on the land 

registry is only possible where a party can prove a 

legitimate interest.

Property entails obligations. Owners are responsible 

for ensuring public safety within the premises, 

e.g. to clear and sand sidewalks or to provide 

suffient lighting of staircases and accesses, and for 

operating it properly. Property owners can be held 

liable for breaches of theses obligations. Liability 

risk for commercial properties is rather high as an 

indeterminate number of people have access to it. 

These obligations can be in part transfered to the 

tenant by contract.

In addition, the property owner has to pay real estate 

tax. In Germany, it as a tax on property of land and 

the buildings on it (capital-based taxes). A municipal 

rate individually fixed by the municipality is applied 

to the property value assessed by the tax authorities 

after constituting the property tax base value. Using 

different multilpiers, property tax differs in different 

municipalities even if the assessed value is the same. 

: In Germany, there is 

no single Ministry or national land policy board 

responsible for land policy, and there is no restriction 

on foreign ownership in Germany. Land regulation is 

achieved through Bodenordnung, which is a two-fold 

legal framework that delineates rights of use and land 

disposition. The two frameworks are:

Comprises the concept of land 

ownership, including its use, taxation, and overall 

concept regarding development aims for future land 

administration.

Comprises all measures that 

reconcile subjective elements of ownership, tenure, 

and use of land with the objective aims of spatial 

planning and conflict resolution between public and 

private interests.

Public statutes such as the Federal Building Code or 

Water Management Acts, among others, define the 

content and limits of property rights.

Land ownership in Germany is highly influenced by the 

individualist values of the Roman law which gives clear 

restrictions and obligations. The Basic Law and the 

German Civil Code both advocate land ownership. 

Land ownership is reflected in two official records:

 Land Register – maintained by the civil courts

  Land Cadastre – maintained by the geodesists 

in various Land Survey Offices; known as 

Liegenschaftskataster or LK, the real estate 

cadastre is the official register of land parcels 

and buildings, where land owners and rights and 

obligations are set out.

In addition, the German Civil Code prescribes more 

detailed rules concerning property, such as change of 

use, succession, purchase, among others.

Land surveying is the responsibility of a federal state 

(Länder) and not at the federal government level. 

Currently, the challenge being faced by various 

Land Survey Offices is to automate its real estate 

cadastre (consisting of the register and the maps) 

and create a singular, centralised information system 

to be called Alkis® (Amtliches Liegenschaftskataster-

Informationssystem), which means Authoritative Real 

Estate Cadastre Information System.

Foreign Investment

Germany is open for foreign investment in all 

industry sectors. The legal framework for Foreign 

Direct Investment in Germany favours the principle 

of freedom of foreign trade and payment. There are 

no restrictions or barriers to capital transactions or 

currency transfers, real estate purchase, repatriation of 

profits, or access to foreign exchanges.

In principle, business activities in Germany are free 

from regulations restricting day-to-day business. 

German law generally makes no distinction between 

Germans and foreign nationals regarding investments 

or the establishment of companies. There are no 

general property specific restrictions for foreign 

ownership of real estate.

Reliable laws enable companies to plan their 

investments effectively and licenses granted by the 

authorities provide a secure base for breaking ground 

on a construction project or operating a plant.

(Source: Germany Trade & Invest GTAI)

Investment projects in Germany can receive support 

through a number of public funding initiatives. 

The incentives help investors meet their immediate 

capital needs by providing non-repayable grants at 

the beginning of an investment project when capital 

expenditures are high compared to later investment 

phases. Interest-reduced loans and public guarantees 

complement the public financial support.

Investment grants are predominantly offered through 

the “Joint Task for Improving Regional Economic 

Structures”. The maximum level of funding allowed 

varies within Germany. Large enterprises can be 

reimbursed for up to 20% of the eligible investment 

costs, medium-sized enterprises for up to 30%, and 

small enterprises for up to 40%. The actual amount 

granted depends on factors such as the location of 

the investment project, company size, core activities, 

investment volume, and the number of new jobs 

created.

(Source: Germany Trade & Invest; GTAI)

There are no restrictions or barriers to capital 

transactions or currency transfers, real estate purchase, 

repatriation of profits, or access to foreign exchanges 

in Germany.

Market strengths 

• Germany’s real estate market is one of the most 

important investment locations worldwide and 

Europe’s most attractive country, according to 

EMEA Investor Intentions Survey 2016

• Germany remains attractive to international 

investors in particular, especially from North 

America. Along with good fundamental data 

and a stable real estate market, these investors 

are currently using the exchange rate advantage 

against the euro to diversify their portfolios

• Germany has a robust economic condition 

and the status as a safe haven for investment, 

especially when seen against the backdrop of 

growing geopolitical disruption and crises
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Property Taxes

 

The most common transaction structure to acquire 

German property is an asset deal through a vehicle 

chosen by the investor based on its tax efficiency.

Title and foreign ownership: Title is usually 

confirmed by reviewing land register excerpts. The 

title system is very reliable and errors are uncommon. 

Title insurance is generally not used, although there 

have been a few cases where remote risks relating 

to the title situation have been insured by specialized 

insurance providers. The buyer of real estate can 

rely upon the content of the land register if acting 

in good faith. Even in case of title errors, the buyer 

will usually get full title in an asset deal. Property 

purchase agreements have strong representations and 

warranties regarding the title position so the buyer can 

take recourse. 

 

Outlined below are a couple of aspects relating to 

German real estate transactions, which are often 

perceived as being unusual from foreign perspective: 

• The timing of the closing of an asset deal cannot 

be exactly defined as it depends on registrations in 

the land register and obtaining waivers from public 

authorities, e.g. regarding statutory rights of first 

refusal. The possibility and/or likelihood of rights 

of first refusal being exercised is very low

• The landlord and tenant law in Germany is very 

tenant friendly. Deviations made by standard terms 

are subject to a “fairness test”, which can, e.g., 

make it impossible to agree a triple net lease by 

way of landlord imposed standard terms

• For residential tenants, the mandatory legal 

protection is even stronger. It is very difficult to 

terminate residential leases other than for cause. 

Rent increases are subject to strict legal limitations 

and law makers even discuss stricter limitations at 

the moment. The upside of this is that many - even 

affluent - Germans do not own their home but rent 

it, which makes the market for home rentals big 

and liquid, in particular in the Big Six cities where 

the market has been booming in recent years

• Commercial lease agreements are subject to 

peculiar written form requirements, which go way 

beyond the requirement to be on a signed piece 

of paper. Non-compliance with the written form 

does not void the lease but makes the fixed term 

unenforceable so that the lease can be terminated 

with the statutory notice period of six months to the 

end of each calendar quarter

• In case of an acquisition of an asset in insolvency 

or foreclosure, the buyer has a special termination 

right with the same short notice period as in 

case of a written form problem. This presents 

opportunities to streamline tenant structures or for 

owner-occupiers buying distressed real estate

Real estate transfer tax: The German real estate 

transfer tax (in English sometimes referred to as RETT 

or simply stamp duty) used to be at 3.5% of the 

purchase price at a federal level for all of Germany. 

As a result of a reform of the federal system in 2006 

the states were given the right to determine the RETT 

rate. This has resulted in varying tax rates of up to 

6.5% where only two states have kept the historic 3.5% 

rate. RETT applies for all asset deals and share deals 

involving companies where one party acquires 95% 

or more of the shares. If less than 95% are acquired 

by one party and more than 5% are acquired by one 

or more independent other parties, no RETT applies. 

Special rules apply to shares deals in partnership 

where the transfer of 95% or more of the partnership 

interests triggers RETT even if two unrelated purchasers 

are involved. Where shares deals involve partnerships, 

RETT can only be avoided if one partner holds more 

than 5% of the partnership interest and remains a 

partner for a period of 5 years following the transfer 

of the remaining partnership interests. The current 

RETT rates are as follows with further increases to be 

expected: 

 Bavaria, Saxonia: 3.5% 

 Hamburg: 4.5%

  Baden-Württemberg, Bremen, Mecklenburg-

Pomerania, Lower Saxony,  

Rhineland-Palatinate, Saxony-Anhalt, Thuringia: 

5%. 

 Berlin, Hesse: 6% 

 Brandenburg, Schleswig-Holstein,  

 North Rhine-Westphalia and Saarland: 6.5%. 

Germany contact details:

Jan Linsin Ph.D. 

Head of Research, Germany

t: +49 69 17 00 77 66 3

e: jan.linsin@cbre.com

Capital Markets

Fabian Klein

Managing Director, Head of Investment Germany

t: +49 69 17 00 77 55

e: fabian.klein@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

GERMANYGERMANY



EMEA INVESTMENT GUIDE 2016

© CBRE Limited 2016

EMEA INVESTMENT GUIDE 2016

7574 CBRE Research

Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

HUNGARY

Budapest

European  
Property Companies

Property  
Companies

European  
Institutions

Budapest  
Shopping Centres

Budapest  Property  
Funds

European
Property Funds

Non - European
Property Funds

Regional  

HIGH

MEDIUM

HIGH

MEDIUM

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.
2,3 Source: CBRE Research, 2016.

National Statistics

Hungary 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 9.8 9.8 9.8 9.8

GDP Growth (real, year-on-year) 2.9% 1.2% 2.5% 2.0%

GDP Per Capita (real, USD) 14,360.3 14,554.8 14,937.7 15,252.1

Interest rate, long-term, end of period 3.3% 3.3% 3.3% 3.6%

Fixed Asset Investment (real, year-on-year) 1.9% -6.1% 4.6% 2.2%

Exchange Rate (Forint per US$) 279.3 285.5 299.0 293.7

Unemployment Rate 6.6% 5.5% 5.5% 5.6%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Typical Sale and Purchase Terms

Price quotation EUR based on gross floor area.

Agent fee

Fee rates range between 0.5-3.0%, largely depending on the total transaction price.

Smaller deals (under €10m) entail fees at the high end of the above range, whereas large transactions (over 

€50m) are at the low end as the base fee and potentially complemented by a success fee.

Legal fee
Buyer and seller may appoint their own legal representatives. Each party bears its own legal costs, which is 

typically around 0.5% of the transaction value.

Tax on transaction
Seller is liable for transaction tax and corporate income tax on capital gains. Buyer may be liable for 

transaction tax in case of split as well as VAT based on preference.

Loan terms 65% LTV for EUR denominated loans with collateral; 25 year repayment schedule. 

Borrowing rate Total cost 300 basis points all in.

Mode of payment Commercial loans are generally paid on an amortization schedule with quarterly or monthly repayments.

Typical Leasing Terms

Rent quotation EUR/sq m/month + VAT.

Lease term
3-5 years for office and industrial.

1-5 years for retail.

Frequency of payment Monthly or quarterly in advance.

Free rent 3-6 months.

Deposit 3 months’ rent.

Rent reviews
Rent is usually adjusted annually to the Euro using MUICP, (Monetary Union Index of Consumer Pricing) or 

HICP (Harmonised Index of Consumer Pricing) indices.

Renewals Option negotiable.

Right to sublet Subleasing is common – subject to landlord approval.

Breaks Negotiable but with penalty.

Fit-out

The landlord normally provides good fit-out based on a space plan agreed upon with the tenant; typically 

with a ratio of open to enclosed areas of 70% to 30%, suspended ceilings, ceiling lighting, standard 

restrooms, and some partition walls. However, landlords typically offer cash contributions of €50–80 

(depends on type of tenant etc) per sq m, in addition to the standard fit-out. Standard fit-out construction 

costs range between EUR 150-200 per sq m in class A, prime category office buildings.

Agent fee

Landlords pay 8–20% of the average annual rent for office, storage and car parking, excluding the service 

charge. The tenant pays its agent 8–12%, sometimes with an incentive payment if the agent negotiates a 

specified rent. In some cases the agent is paid based on the savings negotiated for the tenant.

Land System

Land ownership and land use tenure 

All land is registered with the Hungarian land registry 

– the authoritative, public register – that contains 

the rights and legally relevant facts (ownership, use 

rights, pre-emption, option, easements, foreclosure 

procedures, litigation etc.) regarding property assets in 

the country.

The creation, amendment and termination of rights 

in respect of property and land are considered to be 

effective upon the title being registered on the land 

registry.

Arable land can only be in the ownership of natural 

persons, with the exception of the following legal 

entities: state, municipality, registered religious body or 

credit lending institutions.

Land sales system

State-owned land is offered to the market through 

public auctions or postal tenders. Acquisition of arable 

land requires prior approval from the agricultural 

authority. 

Domestic and EU natural persons defined as farmers 

under ‘Act CXXII of 2013’ are allowed to acquire up to 

300 hectares of arable land; other individuals are not 

allowed to own more than one hectare. 

Land use

Approximately 47% of land in Hungary is agricultural, 

one of the highest among EU countries. Agricultural 

production has increased in recent years, there has 

also been an increase in agricultural investments. 

The New Land Act increased the opportunities for 

land purchases and other agricultural investments 

for EU nationals, creating more favourable business 

conditions for potential investors. EU nationals are 

subject to the same rules as Hungarian private 

individuals in terms of land acquisition.

Developments in Hungary are required to comply 

with government regulations on zoning, plot ratio, 

site coverage, environment planning and building 

height etc. Regulation and zoning plan adjustments 

are possible with the approval of local municipal 

authorities. 

Property ownership

The predominant property ownership structure in 

Hungary is in the form of single ownership, with 

condominium structure being frequent in residential 

assets. 

Foreign Investment

EU/EEA domiciled individuals or corporations enjoy 

the same freedom as their Hungarian domestic 

counterparts when acquiring real estate, with 

the exception of arable land. Non-Hungarian 

corporations are barred from purchasing arable 

land, while EU citizens enjoy the same terms as their 

domestic counterparts. 

Foreign individuals and corporations – domiciled 

outside the EU – have to apply at the relevant local 

authorities to obtain the right to purchase commercial 

property and are also completely barred from 

purchasing arable land (New Land Law 2013).

A development tax allowance is attainable depending 

on certain factors of an investment such as its volume, 

location and job creation potential. Generally, real 

estate investment transactions do not qualify for this 

kind of tax break or for EU-funded subsidies due to 

limited potential in job creation, R&D and IP-related 

activity. 

Hungary does not have currency controls in place. 

There is no restriction on commercial transactions in 

foreign currency. Domestic entities are allowed to hold 

HUF as well as forex accounts abroad without special 

permission and foreign companies may also hold any 

currency without restrictions.

Market strengths

• Outlook for yield compression and rent growth; 

strong 5-year return potential

• Strong occupational fundamentals – record low 

vacancy in office sector

• Consistently improving market liquidity; foreign 

investors returning to the market

• Generally positive macroeconomic development 

including strong retail sales and improving tourism 

KPIs
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Property Taxes

Taxation on ownership

Building tax: Payable on properties with a certificate 

of occupancy. The tax is levied by the local municipal 

authorities at their own discretion; rates vary but are 

generally either set at a maximum of €6 per sq m or 

up to 3.6% of the asset’s fair market value. 

Land tax: Payable on plots as determined by the local 

municipal authorities; rates vary but are generally 

either set at a maximum of €1 per sq m or up to 3% 

of the adjusted market value (usually 50% markdown).

Taxation on transfer 

Transfer tax on real assets, calculated based on 

market value: 4% up to a value of HUF 1 billion 

(approx. €3.2 million) and 2% beyond this amount. 

The transfer tax amount is capped at a maximum of 

HUF 200 million (approx. €640,000) per property. 

The described tax is also applicable to the acquisition 

of a property company, defined as an entity with 

property assets whose book value stands for more 

than 75% of the balance sheet total. Whilst the seller 

is liable for corporate income tax on capital gains, it 

is common for this figure to be split 50/50 between 

buyer and vendor.

• Entities with the core activity of real estate trading/

leasing are subject to a flat stamp duty of 2%

• If the buyer of land pledges to build residential 

property on the acquired plot within four years, 

the transaction may be exempt from stamp duty, if 

fulfilled within stated time frame

• If transaction value is below 50% of fair market 

price, purchaser has to pay gift duty on the 

difference between transaction price and half of 

the market price, as well as stamp duty on the 

remainder

VAT: 

• Generally the sale / renting out of real estate are 

VAT exempt

• 27% is payable if property has not had occupancy 

permit for at least two years

• After two years have elapsed the VAT treatment 

becomes optional. A decision between VAT-

charging or -exempt status remains valid for 

five years; VAT-charging status is currently only 

available for non-residential property. VAT exempt 

status eliminates the possibility to deduct or 

reclaim input VAT

Capital gains resulting from the sale of assets are 

taxed as regular corporate income. This may apply 

even if a non-resident entity sells off its participation 

in a Hungarian entity which qualifies as a real estate 

holding company.

Capital gains tax with regards to property transactions 

is payable in two cases. Gains resulting from sale of 

shares in real estate companies and of real estate 

assets are subject to corporate income tax. The tax 

base is the difference of the income from the sale and 

the acquisition costs incl. expenses arisen from the 

holding. The prevailing tax rate is 10% on the tax base 

up to HUF 500 million (approx.€1.6 million) and 19% 

in excess of this amount.

Withholding tax: Hungary does not apply 

withholding tax to dividends paid to foreign 

companies. However, dividends paid to non-resident 

individuals may be subject to a 15% withholding tax..

Real estate investment trusts: Hungary’s REIT 

regime has been modified in 2016 (originally 

introduced in 2011).

Conditions to qualify as REIT: 

• Min. HUF 5 billion starting capital

• Activity limited to sale, rental and operation of own 

property and asset management

Advantages of REIT structure:

• Corporate income tax exemption, including asset 

deals (REIT and SPV level)

• Local business tax exemption, including asset deals 

(REIT and SPV level)

• Flat transfer tax rate at 2% (albeit no maximum 

value limit)

 Tax depreciation for buildings with 

long duration is set at 2% p.a., with 3% p.a. for 

medium duration and 6% p.a. for short duration 

buildings. Leased buildings can be depreciated at 

5% p.a. Registered land is non-depreciable (except if 

contaminated).

Hungary contact details:

Gábor Borbély MRICS

Head of Research & Consultancy

t: +36 1 919 3424

e: gabor.borbely@cbre.com 

Capital Markets

Head of Capital Markets

t: +36 1 919 3420

e: tim.osullivan@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

IRELAND
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MEDIUM
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LOW

1  Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.

National Statistics

Ireland 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 4.7 4.7 4.7 4.8

GDP Growth (real, year-on-year) 7.8% 4.6% 2.3% 3.2%

GDP Per Capita (real, USD) 55,915.9 57,937.8 58,745.8 60,133.1

Interest rate, long-term, end of period 1.2% 1.3% 2.0% 2.7%

Fixed Asset Investment (real, year-on-year) 32.6% 14.8% 2.9% 4.4%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 9.4% 7.8% 7.0% 6.4%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Other European

Africa

North America

37%
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Typical Sale and Purchase Terms

Price quotation Price is quoted exclusive of VAT and costs.

Agent fee
Negotiable depending on the lot size. Typically the agent’s fee is one percent (1%) of the sale or acquisition 

price. Fixed fees can also be agreed.

Legal fee
Negotiable depending on the lot size. Typically the legal fee is circa one percent (1%) of the sale or 

acquisition price.

Tax on transaction Stamp Duty on the acquisition is at 2% of the sale price.

Loan terms Senior debt generally available up to 70% of value.

Borrowing rate EURIBOR + margin (generally from 200 basis points).

Mode of payment Various.

Typical Leasing Terms

Rent quotation Rents are generally quoted as net in EUR per sq m per annum or in EUR per square foot per annum.

Lease term

Most leases extend to between 10 and 15 years duration and in some cases longer, especially in prime city 

centre locations. Where break options are negotiated (which is increasingly rare in prime locations)  they 

generally occur at the 5th year, subject to 6-12 months’ notice.

Frequency of payment Rent is paid quarterly in advance.

Free rent

Rent-free periods are negotiable and a common incentive used by landlords to encourage tenants to sign a 

lease. The value of the incentive offered depends on prevailing market conditions, the covenant of the tenant 

taking the lease, and the length of the term. Rent-free periods vary significantly, but typically one can expect 

to secure 0.5 to 1 month rent-free for each year of a new lease.

Deposit

Landlords typically only seek rental deposits where companies are not a strong covenant or cannot offer the 

appropriate parent company guarantees. Landlords commonly seek parent company guarantees if a tenant’s 

financial covenant is in doubt. The amount of deposit ranges from 6 months to two years, depending on the 

location of the property and the length of the lease.

Rent reviews

In most cases, rents are reviewed to market rent every five years. Most pre-2010 leases are on an upward-

only basis, which means that rent remains the same even if market rents have declined since the last review. 

In all new leases commencing from March 2010 onwards, upward only rent review clauses have been 

banned. This has made way for new forms of rent escalation including fixed uplift and inflation linked rent 

in addition to incorporating upwards or downwards review clauses. However market rent is still the most 

common benchmark for rent reviews.

Renewals

The law gives commercial tenants that have been in continuous occupation for five years an automatic right 

to a new lease when the existing lease expires. Once renewal rights have been established the tenant can 

renew indefinitely, and can apply to the courts for a lease renewal in the absence of agreement with the 

landlord. Tenants can contract out of this right, but must receive independent legal advice for this to be valid. 

Most short-term leases last four years, nine months, because most tenants get automatic renewal rights after 

five years. Leases shorter than four years, nine months are rare.

Right to sublet
A right to sublet is a common clause contained in lease terms. Tenant must seek landlord approval to sublet 

the demise.

Breaks
Break options are possible to negotiate but a rental penalty and extensive notice period are typically 

required.

Fit-out

• Landlord Work: Restrooms, ceilings, ceiling lighting and raised access floors are typically considered 

landlord work and are considered part of the shell.

• Tenant Work: Tenants usually pay for fit-out and may use their own architects, engineers and contractors, 

subject to landlord approval. The landlord’s mechanical and electrical engineers typically review plans and 

specifications. The tenant pays for this review.

Agent fee

Most landlords and tenants retain agents to act on their behalf.

• New Lease: Both the landlord and tenant typically pay their agent a fee of 15% of a full year’s rent plus 

VAT at 23%.

• Lease Renewal: The tenant typically pays 10% of a year’s rent. For a rent review, the tenant typically pays 

5% of a year’s rent plus VAT @ 23%.

• Sublease: Both the sub-landlord and subtenant typically pay their agent a fee of 15% of a full years rent 

plus 23% VAT.

Land System

Land and property ownership 

There are two separate systems for recording land 

ownership in Ireland, namely:

• The registration of title system (Land Registry) 

which provides a State-guaranteed title to property 

and

• The registration of deeds system (Registry of 

Deeds) which records the existence of deeds and 

conveyances affecting property

A title is the ownership of a property and a deed is a 

written document that affects property.

Both systems are mutually exclusive and are under the 

control and management of the Property Registration 

Authority (PRA), an independent statutory body. 

Land use

Land use is governed by the relevant local authority 

through their development plans and zoning 

guidelines. These plans and guidelines are generally 

reviewed every five years.

Foreign Investment

There are no direct restrictions to foreign ownership in 

Ireland. 

Mergers, joint ventures and acquisitions are subject 

to anti-trust legislation in Ireland via the Competition 

Act 2002 to 2012 (Antitrust Act). When a merger, joint 

venture or acquisition is determined to be within the 

limitations of the Act, there is an obligation to notify 

the Competitions Authority for the transaction to be 

scrutinised. 

The Industrial Development Agency (IDA) is responsible 

for attracting Foreign Direct Investment in Ireland. 

The IDA can in some instances offer financial support 

to foreign companies seeking to locate in Ireland 

albeit much of this assistance is in an effort to attract 

occupiers to locate outside of the Dublin region. 

Ireland is a member of the European Union and 

therefore the Euro is the national currency. There 

are no restrictions on the repatriation of earnings, 

capital, royalties or interest and repatriation payments 

can be made in any currency. Similarly there are 

no restrictions on the import of capital to Ireland. 

Residents and non-residents can operate bank 

accounts in any currency and Irish businesses are free 

to open bank accounts in any location outside Ireland. 

Inward investors must, of course, have regard to 

exchange control regulations in their home countries.
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Market strengths 

• Ireland is a small open economy. The fact that it 

is Euro-denominated and English-speaking proves 

hugely attractive to international occupiers and 

investors

• Ireland maintains a 12.5% Corporate Tax rate 

which proves an incentive for multi-national 

companies to set-up their European headquarters 

in Ireland and resulted in strong volumes of 

foreign direct investment targeting Ireland and 

specifically Dublin in recent years

• Ireland has been the fastest growing economy in 

the OECD for two years running and looks set to 

be again in 2016 with GDP growth of up to 6% 

forecast

• Ireland has the youngest population in Europe with 

40% of the population aged less than 29 years 

old. The population is well-educated and provides 

a skilled workforce for potential employers

• Following the most severe property crash ever 

experienced in the Irish market following the 

banking crisis in 2008, which saw property 

values at least halve, Irish commercial real estate 

has proved particularly attractive to a range of 

international investors. While the market has now 

moved from what was an opportunistic play to a 

core investment market, many investors continue to 

target opportunities in the market considering the 

strong occupier fundamentals, strong economic 

backdrop and potential for rental growth

Property Taxes

Taxation on owners

A landlord can elect to charge VAT on rent at 23%. 

VAT is reclaimable where a person or company is 

registered for VAT.

 on Multi-Family residential 

investments changes year-on-year and depends on the 

value and location of the property. Each local authority 

determines the rate to be applied in a given year. 

Local authority rates on commercial property also 

depend on the value and location of the property and 

the rate is determined by the relevant local authority. 

Commercial property rates are paid by a tenant 

while in occupation. Where a property or unit within 

a property is vacant the landlord is responsible to 

pay these local authority rates. There is a claw back 

allowance given in certain local authority areas.

Taxation on transfer 

Stamp duty on commercial property purchases is 

currently charged at 2% of the transaction price. 

Different rates apply for residential properties.

The current rate of VAT on legal and agent fees at 23%.

Capital gains tax (CGT) on disposal of an asset is 

charged at 33%. CGT relief is available for assets 

purchased between 7th December 2011 and 31 

December 2014 where these assets are held for a 

period of seven years. 

Ireland contact details:

Marie Hunt

Executive Director

t: +353 1 618 5543

e: marie.hunt@cbre.com 

Capital Markets

Johnny Horgan

Head of Capital Markets

t: +353 1 618 5797

e: johnny.horgan@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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1  Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.
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National Statistics

Italy 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 61.1 61.2 61.3 61.4

GDP Growth (real, year-on-year) 0.6% 1.0% 1.1% 0.9%

GDP Per Capita (real, USD) 33,672.0 33,920.0 34,230.0 34,490.5

Interest rate, long-term, end of period 1.6% 2.0% 2.6% 3.3%

Fixed Asset Investment (real, year-on-year) 0.6% 1.8% 2.4% 2.3%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 11.9% 11.5% 11.2% 11.2%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation EUR based on the gross internal sq m for the space.

Agent fee The fee ranges between 0.25% and 3% of the asset value, depending on the size of the deal.

Legal fee Generally costs for legal and accounting/tax advice is payable by both buyer and seller.

Tax on transaction

The buyer normally pays the transfer tax but both the seller and the buyer are liable for the payment and for 

any assessment by the tax authorities. Tax varies according to the type of structure of deal -asset or share 

– and the entity acquiring the property. In Italy the Italian real estate funds are the most efficient vehicle to 

acquire CRE. Taxes include registration tax, cadastral and mortgage tax.

Loan terms 5 year terms on average, 50-65% LTV ratio.

Borrowing rate Typical based on the EURIBOR plus margin.

Mode of payment Repayment in full on the maturity date or it can be negotiated with the bank case by case.

Typical Leasing Terms

Rent quotation

EUR/sq m/year, excluding service charges and VAT; measurements for leasing are normally on a gross 

internal basis and the space is measured in terms of Gross Internal Area or Commercial Gross Surface, as 

defined in the Dpr 138/98 (In Italy no standard measurement rules exist).

Lease term

Lease terms for commercial lease agreements are mandatorily ruled by the Tenancy Law (Italian Law No. 

392/1978), which provides a first term of minimum 6 years (9 years in case of hotel use) and an automatic 

renewal mechanism for 6-year periods (see below).

Since the end of 2014 law 164/2014 introduced the faculty, for the parties, to freely negotiate terms and 

conditions also departing from mandatory provisions of the Tenancy Law (including the duration) within lease 

agreements that provide annual rents above Euro 250,000 pa; new conditions involve only contracts which 

have been signed after the 12th of November 2014. Anyway, in the current market the majority of lease 

agreements have a 7+6 or 9+6 lease terms.

Frequency of payment Rent is usually payable quarterly in advance.

Free rent

There are highly attractive incentives packages offered by the landlords. The most common include 12-18 

months free rent on average and lower in the prime location (stable at 9-11 months). Incentives are generally 

greater for longer lease contracts. It is also important to understand that free rent conditions are driven by 

the location and the quality of the building.

Deposit
3 months defined by law in respect of cash deposit, but it is negotiable providing a bank guarantee as 

security.

Rent reviews

Since the approval of the new Law, rents were adjusted annually by a maximum of 75% of the variation in the 

ISTAT (Istituto nazionale di statistica) CPI index (a measure of consumer price inflation), or 100% if where the 

duration of the first period of duration of the lease exceeds the minimum term provided by Law (6 years).

These limitations do not apply if the yearly rent exceeds €250,000 (see above).

Renewals

Upon expiration of the first 6 year term, the contract is automatically renewed at the same terms and 

conditions for another 6 years, unless either the tenant or the landlord notifies its intention not to renew 

the lease at least 12 months before the contract expires. While the tenant may freely decide not to renew 

the contract, the landlord can do so only in very limited cases ruled by the article 29 Law 392/1978. These 

limitations can be departed if the yearly rent exceeds €250,000.

Right to sublet

Under the previous Law, the tenant is entitled to sublet the unit or to assign the lease in the event that the 

sublease or assignment takes place in the context of a sale or lease of the going concern of the tenant, which 

the property lease agreement is a part of. The parties may depart from said provisions in case the yearly rent 

exceeds €250,000.

ITALYITALY



EMEA INVESTMENT GUIDE 2016

88 © CBRE Limited 2016

EMEA INVESTMENT GUIDE 2016

89CBRE Research

Breaks

Break by Tenant: Parties might negotiate in advance to include a break clause that allows the tenant to break 

the lease before the first six-year term ends. In the last few years, many companies have put a break option 

after the third or fourth year as well. The break clause typically provides the right for the tenant to terminate 

the contract prior written notice to the landlord, usually to be delivered 6 months/12 months in advance.

Beside the above mentioned contractually agreed break option, Law 392/1978 grants the tenant an 

extraordinary early termination right in Article 27 Subsection 8. Such provision entitles the tenant to break the 

lease with a prior written notice of 6 months, if serious and justified reasons (gravi motivi) exist.

Break by Landlord: A landlord can break after the first six years, only under certain well-defined 

circumstances, provided by the law, such as occupation by the landlord or demolition.

Such requirements can be departed if the yearly rent exceeds €250,000.

Fit-out

The landlord provides permanent (demising) walls, restrooms, suspended ceilings and raised floors. The 

tenant traditionally provides interior partitions, data cabling, telephone system, etc., typically using the 

tenant's own architects, engineers, project managers and contractors. Fit-out Costs: For Class A or Prime 

buildings in Milan, fit-out costs normally range from EUR 500–1,200 per sq m including construction, 

furniture, cabling, design fees, etc. In the current tenant friendly market, landlords sometimes provide fit out 

cost contribution as an incentive for the tenant.

Agent fee

Agents that work on an exclusive basis are paid by their client. Agents that work on a non-exclusive basis 

always negotiate a full fee from both parties. Large real estate companies, like CBRE, often work on an 

exclusive basis.

• New Lease: fee in the range of 10–15% (depending on the total size of the unit) of one year's headline rent 

(calculated without deducting any free rent) plus 22% VAT.

• Lease Renewal: the fee plus 22% VAT, can be based on the transaction structure, a fixed fee, or a 

percentage of savings.

• Sublease: fees in the range of 10–15% of the headline rent plus 22% VAT.

Land System

Land ownership and land use tenure

In certain limited cases legal mandatory pre-emption 

rights apply to the sale of real estate assets; please 

find below the main ones. 

In case of commercial lease agreements tenants which 

carry out activities involving direct contact with the 

public of users and consumers have a pre-emption 

right if the landlord intends to sell the property during 

the term of the lease.

The State has a pre-emption right over the properties 

with historical or landscape value. The deeds of 

conveyance relating to such properties have to be 

mandatorily served to the relevant public authority and 

are conditioned upon the exercise of the state’s pre-

emption right. 

In case of transfer of agricultural lands which are let to 

“direct farmers” (coltivatori diretti) pursuant to lease of 

agricultural lands, the lessee shall be granted with a 

pre-emption right (so-called “agricultural pre-emption 

right”), provided that certain requirements are met.

In addition, the agricultural pre-emption right is also 

granted to “direct farmers” owning adjoining lands.”

Land sales system

Direct and indirect taxation of the sale of lands differ 

with respect to the seller. Indeed they mainly depend 

on two topics: the nature of the land; non-agricultural, 

agricultural or buildable; and the liability for VAT of  

the entity.

and liable for VAT)

• Corporate tax (IRES): Capital gain is taxed 

at 27,5% (24% from January 2017) 

If the land is owned from more than three years, 

the capital gain can be spread over 

five years and paid in equal instalments

• VAT: Out of the scope of VAT

• Registration tax: The sale of non-agricultural 

lands is subject to 9% Registration tax on the 

market value of the land (with a minimum amount 

of Euro 1,000)

ITALYITALY

• Subject to 

a Euro 50 each

liable entity

• Capital gain is taxed with the 

ordinary tax rates (under the tax brackets ranging 

between 23/43%) but only whether the land is 

owned from less than 

five years, otherwise no taxation is applied. 

Possibility to apply for a substitutive tax of 20%

• VAT: Out of the scope of VAT

• Registration tax: The sale of non-agricultural 

lands is subject to 9% Registration tax on the 

market value of the land (with a minimum amount 

of Euro 1,000)

•  Subject to a Euro 

50 each

and liable for VAT)

• Corporate tax (IRES): Capital gain is taxed 

at 27.5% (24% from January 2017) 

If the land is owned from more than three years, 

the capital gain can be spread over 

five years and paid in equal instalments

• VAT: Out of the scope of VAT

• Registration tax: The sale of agricultural lands 

(if the purchaser is not a farmer) is subject to 15% 

Registration tax on the market value of the land 

(with a minimum amount of Euro 1,000)

• Subject to 

a Euro 50 each

liable entity

•  Capital gain is taxed with 

the ordinary tax rates (under the tax brackets 

ranging between 23/43%) but only whether the 

land is owned from less than five years, otherwise 

no taxation is applied. Possibility to apply for a 

substitutive tax of 20%

• VAT: out of the scope of VAT

• Registration tax: The sale of agricultural lands 

(if the purchaser is not a farmer) is subject to 15% 

Registration tax on the market value of the land 

(with a minimum amount of Euro 1,000)

• subject to 

a Euro 50 each

and liable for VAT)

• Corporate tax (IRES): Capital gain is taxed at 

27.5% (24% from January 2017). If the land is 

owned from more than three years, the capital 

gain can be spread over five years and paid in 

equal instalments

• VAT: the sale is subject to a 22% VAT tax on the 

price agreed by the parties

• Registration Tax: subject to a fixed Euro 200 tax

• subject to a fixed 

Euro 200 tax each

liable entity

• Capital gains concerning 

with buildable lands are always taxed with the 

ordinary tax rates (23/43%), differently than the 

other lands

• Registration tax: the sale of buildable lands 

is subject to 9% Registration tax on the market 

value of the land (with a minimum amount of Euro 

1,000)

• subject to a fixed 

50 Euro tax each

Property ownership

In Italy there are various types of rights relating to 

real estate assets: absolute freehold or full ownership 

(piena proprietà), right to build (diritto di superficie) 

– beneficial interest (diritto di usufrutto), right of use 

(diritto d’uso e di abitazione), emphyteusis or long 

lease (diritto di enfiteusi), easement (servitù). 

Absolute freehold or full ownership is the right to fully 

let and exclusively enjoy and dispose of the property: 

the broadest right which may be held in in respect  

to property.
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Italy contact details:

Raffaella Pinto

Head of Research and Marketing

t: +39 02 303 777 38

e: raffaella.pinto@cbre.com

Capital Markets

Alexandre Allison Astier

Managing Director, Capital Markets

t: +39 02 303 777 46

e: alexandre.astier@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Foreign Investment

In general, there are no restrictions on the purchase of 

real estate assets by foreign investors. However, where 

an investment is by way of the purchase of shares in 

a corporate vehicle, there are certain restrictions that 

may be imposed by the Foreign Ministry (Ministero 

degli Affari Esteri).

In rare cases mandatory pre-emption rights apply 

to the sale of real estate assets. There are other 

restrictions on sales by an individual in a family 

context.

The Italian Federal Government is keen to attract 

foreign direct investment and provides various benefits 

to the foreign investors in terms of tax benefits, 

investment loans at discounted rate of interest, state 

guarantee for exporters and other financial aid. 

The amount of financial assistance available to 

investors depends on the geographical location of the 

investment; the size of the investing company; and  

the sector in which the company is investing. A foreign 

investor investing in certain areas in southern Italy, 

where rate of unemployment is high, may be granted 

tax exemptions (corporation tax and local tax) for  

a period of 10 years.

There are no currency controls in place.

Market strengths

• Underdeveloped/undersized market

• Distressed situations significantly re-priced

• Strong manufacturing sector

• Family sector still very affluent and low leveraged

• New business friendly reforms on-going

Property Taxes

Taxation on owners

The owner is generally subject to the property tax 

(IMU) and to yearly payment of the registration 

tax and insurance tax and, for complex properties, 

property and facility management cost. IMU is a 

wealth tax related to the possession of real estate and 

is calculated on the basis of the cadastral income 

(rendita catastale) which is set by the competent local 

tax authority in whose jurisdiction the property 

is located, on the basis of certain legally established 

parameters.

Each municipality is authorised to set the IMU bracket 

within a range from 0.46% to 1.06%. The IMU 

due annually is the result of applying the relevant 

rate within that range to the cadastral value of the 

property. The application of IMU is currently being 

discussed by the Italian Parliament. 

Taxation on transfer 

Capital gains from the sale of property are included 

in the fund’s net income and taxed at the level of 

the investors when the income is distributed or upon 

redemption of the units.

The potential capital gain realised by foreign investors 

upon disposal of the units of the fund would be 

considered as:

• proceeds from the fund, for the difference between 

the unit value and the acquisition/subscription 

value

• capital gain, for the difference between the sale 

price and the unit value

Proceeds realised upon the disposal of the units 

would be subject to the ordinary taxation provided for 

proceeds and capital gains.

Capital gain realised upon the sale of the units of 

the fund would not be subject to taxation, if (i) the 

participation is lower than 5% in the NAV fund and 

(ii) the investor is resident in a country allowing an 

exchange of information with Italy or in the case of 

certain specific “institutional investors”. 

Foreign investors other than those above would be 

subject to:

• 26% substitute tax, in the case of (i) “institutional 

investors” or “ethical investors”, or (ii) in the case 

of investors other than those above holding a 

participation in the real estate fund not exceeding 

5% of the fund’s equity

• 27.5% corporate income tax on 49.72% of their 

amount in the case of investors other than the 

“institutional investors” or “ethical investors”, 

holding a participation higher than 5% of the 

Fund’s equity

The above-mentioned tax regime may be reduced 

by the provisions included in the double taxation 

treaty eventually existing and applicable (for instance 

it may provide that the capital gains realised upon 

the disposal of participations are taxable only in the 

country in which the seller is resident).

The buyer normally pays the transfer tax but both the 

seller and the buyer are liable for the payment and for 

any assessment by the tax authorities. VAT is also paid 

by the buyer, who can reclaim it by offsetting the VAT 

due to the tax authorities against its output operations. 

In some circumstances, a VAT credit can also be 

obtained. EU-resident entities may request a refund of 

VAT paid if certain conditions are met. If the entity is 

not resident in the EU then it must register for VAT in 

order to recover any VAT incurred.

The buyer normally pays the transfer tax but both the 

seller and the buyer are liable for the payment and for 

any assessment by the tax authorities. VAT is also paid 

by the buyer, who can reclaim it by offsetting the VAT 

due to the tax authorities against its output operations. 

In some circumstances, a VAT credit can also be 

obtained. EU-resident entities may request a refund of 

VAT paid if certain conditions are met. If the entity is 

not resident in the EU then it must register for VAT in 

order to recover any VAT incurred.

The sale of commercial real estate (including offices 

and industrial property and sales of retail properties 

and hotel buildings separately from any associated 

businesses) is subject to VAT at the current rate of 22% 

(10% in the case of renovated properties) if:

• The seller is a construction company that procured 

or renovated the property less than five years 

before the sale

• (In any event), if the seller elects in the relevant 

transfer deed for the VAT regime to apply

Sales of commercial property, whether or not they 

are exempt from VAT (except where the seller is an 

individual), are subject to the following transfer taxes:

 1. Registration tax of €200

 2. Cadastral tax at 1%

 3. Mortgage tax at 3%

Where real estate is acquired by way of shares in the 

corporate vehicle holding the asset, the transaction is 

normally VAT exempt. The transfer will, however, be 

subject to a registration tax of €200.

Mortgage and cadastral taxes applicable on the 

acquisition of non-residential buildings are reduced to 

half when one party to the transaction is a real estate 

investment fund or a financial leasing company. or a 

financial leasing company. This means that mortgage 

and cadastral taxes on the acquisition of instrumental 

buildings are applied at the rate of 1.5% and 0.5% 

respectively.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

LATVIA

Riga

Non - European
Institutions

Regional  

Private 
Investors

Riga  

Riga  
Shopping Centre

Property  
Companies

European
Property Funds

European
Property Companies

Distribution  

MEDIUM

LOW

HIGH

LOW

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 2,3 Source: CBRE Research, 2016.

National Statistics

Latvia 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 2.0 2.0 2.0 2.0

GDP Growth (real, year-on-year) 2.7% 2.9% 3.6% 3.9%

GDP Per Capita (real, USD) 17,059.5 17,739.8 18,581.8 19,527.3

Interest rate, long-term, end of period 3.3% 3.0% 3.0% 3.1%

Fixed Asset Investment (real, year-on-year) 2.6% 4.2% 4.5% 4.8%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 9.9% 9.2% 8.7% 8.3%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation Price quoted in EUR, exclusive of purchase costs.

Agent fee Approx. from 1.0 to 5.0% of the selling price plus 21% VAT.

Legal fee
Usually each party bears its own legal costs. Generally the buyer covers real estate transfer tax (RETT) and 

notary fees.

Tax on transaction
The acquisition of property is subject to real estate transfer tax (stamp duty), a notary fee and registration in 

the Land Registry fee, usually paid by the buyer. Capital gains tax is paid by the seller.

Loan terms

Commercial property loan terms usually depend on loan amount, LTV ratio, loan term, type of collateral, 

credit history, etc.

• For commercial properties 60-75% LTV for loans with collateral, no land financing.

• For development projects the pre-leases in amount of 30-50% (depending on type of property) are usually 

required.

• For residential properties, the maximum LTV ratio for the first outstanding loan is 85%. Loan tenures are 

capped at 30 years. The maximum amount of a borrower’s monthly credit repayment and interest (under 

all obligations), as to date, will not be above 40% of sustainable monthly income.

Borrowing rate Typically based on EURIBOR plus interest margin of between 1.8 - 3.5%.

Mode of payment
Balloon payment is popular for commercial property loans. Residential mortgages are repaid on an 

amortization schedule, usually on a monthly basis.

Typical Leasing Terms

Rent quotation
€/sq m/month; usually quoted based on lettable area. Maintenance fees, utilities and VAT are usually 

excluded and to be paid additionally. Standard lease contract usually provides double-net lease structure.

Lease term

The minimum or maximum mandatory term for the private individuals or companies generally is not 

established by law, thus it is determined by the parties.

3-5 years for office, retail, industrial and others are common.

1-2 years for residential lease is common.

Frequency of payment Rent is usually paid once a month to the bank account of the landlord.

Free rent Depends upon the agreement of the parties and the initial investment level by either parties.

Deposit

As agreed upon by parties.

Security deposit or bank guarantee of 1-3 months’ rent is generally required.

2 month rent for the first and last month in advance for residential premises.

Rent reviews
As agreed upon by parties. Typically made upon renewal of the lease agreement. Rents are subject to annual 

indexation – local or EU inflation (HICP) rates or capped at a pre-agreed fixed rate.

Renewals

Tenant may have the pre-emption right to renew the lease agreement after the expiry of the term in case 

he has duly performed the agreement. Option of renewals on other grounds can be proposed by tenant or 

landlord.

Right to sublet Depends on the agreement of the parties.

Breaks

Both parties usually have early termination rights, as agreed upon in the lease agreement. A lease 

agreement entered into for an indefinite period of time shall terminate, unless otherwise agreed, upon a 6 

months’ prior notice.

The law sets several reasons which allow terminating the lease agreement. Usually parties agree on the 

relevant compensation if terminating the agreement before the agreed lease term.

Fit-out
Fit-out contributions are subject to negotiation and depend on the agreement of the parties. Standard fit-out 

is payed for by the landlord.

Agent fee Tenant representation between 8% - 15% of the annual rent paid by tenant.

Land System

Land ownership and land use tenure

Freehold (ownership), leasehold, common hold 

(usufruct), condominium ownership and joint 

ownership tenures exist in Latvia.

 is the full right of control over 

property i.e. the right to possess and use it, obtain 

all possible benefits from it, dispose of it and, in 

accordance with prescribed procedures, claim its 

return from any third person. 

Lease rights entitle to use the real estate or parts of it 

according to the agreement and applicable law. The 

lease can be registered in the Land Registry.

A  is a right granted to a 

person to receive benefits from, to use and to acquire 

fruits from the property of another person.

Condominium ownership means rights to a flat 

(apartment), which is a particular, identified part of a 

house/apartment building. Connected to that is the 

ownership of an intangible part of land under the 

building and of the common premises (proportionate 

to the area of the flat in the house).

 is ownership rights which belong 

to several persons in respect of one and the same 

undivided property, not as shares divided in real life, 

but as undivided shares - so that only the substance 

of the rights is dividend. In the case of co-owned real 

estate, one owner may perform any actions in respect 

to the real estate only with the consent of the other 

owner/s. If the owner acts separately without any such 

consent (alienates, encumbers the real estate etc.), this 

act is void. Furthermore, the person who performed 

the act is under an obligation to pay damages to the 

other co-owner/s.

About three quarters of land is owned by private 

individuals. The rest is owned by state institutions or 

local municipalities.

Land sales system

Most real estate transactions are done between 

private entities. Public auctions are possible and are 

commonly used by banks selling mortgaged property 

or by the state.

The ownership of a real estate by a particular person 

is registered in the Land Registry, together with any 

other optional and mandatory characterizing features 

of the real estate. The person registered as owner in 

the Land Registry is legally presumed to be the true 

and lawful owner of the real estate.

Information in the Land Registry is available to 

everyone for a small fee. The entries of the Land 

Registry have public credibility.

Land use

Any significant land or building developments require 

an approval by state institutions or local municipalities. 

In the case of unauthorized developments or 

construction, significant fines may be applied.

Property ownership

Real estate ownership is registered in the Land Registry 

of Latvia. The ownership is passed over upon the entry 

in the Land Registry. The sale and purchase agreement 

of real estate is not an obligatory subject to notarial 

authentication. The parties may choose whether to 

sign the agreement privately or with the presence of a 

public notary.

A building can be a legally separate entity from the 

land it lies upon, however this is generally regarded 

as an undesirable occurrence and there are ongoing 

attempts to end it. Otherwise, see land ownership as 

the same rules apply.

Foreign Investment

Latvian legislation does not limit the scope of persons 

who may acquire the ownership of buildings and 

constructions. However, there are some limitations 

regarding the acquisition of land.

In the cities of the Republic of Latvia land may be 

acquired into ownership by:

• Citizens of Latvia and other EU member states

• The state and municipalities of Latvia

• State and municipal companies

• Other companies incorporated in Latvia or other 

EU countries (some conditions apply)

LATVIALATVIA
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In rural areas of the Republic of Latvia the land 

may also be acquired into ownership by farms and 

individual undertakings registered as tax payers or 

performers of commercial activity in the Republic of 

Latvia, if they are owned by citizens of the Republic of 

Latvia, EU or EEA.

For other persons not mentioned above, a separate 

consent from the city or district council is necessary to 

acquire the ownership of land. However, these persons 

cannot acquire the ownership of:

• Land in the state border zone

• Land in the Baltic Sea and Gulf of Riga coastal 

protection zone

• Land in the protection zones of other public bodies 

of water or watercourses, except when the land is 

planned to be built on according to the general 

plan of the city

• Agricultural and forest land according to the 

spatial plan of the local government

• Land in strict nature reserves and in zones of strict 

nature reserves in other protected territories

• Land in deposits of mineral resources of national 

significance

Special restrictions apply to agricultural and forestry 

land. Only limited amounts of such land may be 

bought by any individual, unless certain conditions 

are met (e.g. the land must be used for agricultural 

activities and the person who wishes to acquire such 

land must have agricultural education). For legal 

entities these restrictions are even stricter. Latvian Land 

Fund has pre-emptive rights on almost all agricultural 

or forestry land sold.

Under certain circumstances, investing in real estate in 

Latvia may grant a residence permit.

Lease deposits are permissible. It is a common 

practice for lessors to use lease deposits to secure the 

performance of lease agreements by lessees.

Technically, sureties may be used in real estate 

transactions. However, it is not common.

Bank guarantees may be exercised for commercial 

leases.

None in place.

Market strengths 

• Strategic location among the Baltic States

• Favourable interest rate environment

• Availability of leverage

• Stability and steady growth

• Most of Europe can be reached from Riga 

International Airport in just a few hours

Property Taxes

Taxation on owners

Real estate tax: The objects that are subject to real 

estate tax are those located in Latvia and which cannot 

be moved from one place to another without causing 

structural damage (i.e., land and buildings). The tax 

is paid by Latvian and foreign private individuals 

and legal entities, and the groups formed from these 

entities on a contract basis or their representatives, 

who own or legally hold the real estate.

Commercial buildings are subject to building tax of 

1.5% of the cadastral value of a building annually. 

1-3% real estate tax is levied on buildings degrading 

the environment and on human security-threatening 

houses or buildings in order to force the owner 

maintain the property according to the law. The real 

estate tax rate for residential houses and apartments 

not used to conduct business activities varies from 0.2 

% to 0.6% depending on the cadastral value of the 

real estate. Additional 1.5% real estate tax is levied on 

uncultivated agricultural land. The cadastral value is 

defined by the State Land Service, whereas the amount 

of the tax payable is set by the municipality where the 

real estate is located. 

The taxation period is one calendar year. Real estate 

tax is payable once a quarter by quarter amounts (1/4 

of the yearly payment). The tax can be likewise paid 

once in a year as an advance payment. Real estate 

tax is payable starting from the next taxation year after 

obtaining the ownership or legal possession of the 

real estate, and the obligation to pay real estate tax 

ends from the next taxation year after the termination 

of the ownership or legal possession of the property 

(exceptions may apply). Real estate tax is paid in 

the budget of the municipality where the property is 

located.

Land tax: Vacant land is also a subject of real estate 

tax of 1.5% of cadastral value.

Lease tax: No specific lease taxes exist. Private 

individuals/legal entities are only taxed with the 

personal income tax (PIT) for the income gained 

through the lease of the real estate within the scope of 

their commercial activity.

Mortgage: There is a state (stamp) duty for the 

registration of mortgage on the real estate. Stamp 

duty for the registration of a mortgage in the Land 

Register is set at the rate of 0.1% from the sum of the 

loan as according to the loan agreement.

 Company income tax 

is paid by residents, non-residents and the permanent 

representative offices of the non-residents. Company 

income tax rate is 15% from the profit gained from 

commercial activities in Latvia and abroad for residents 

and the permanent representative offices. Regarding 

non-residents taxable is income gained in Latvia 

from economic activity or related activity. Tax shall 

be deducted from payments paid by residents and 

permanent representations to non-residents if personal 

income tax has not been deducted from such payments 

before. Tax rates may vary depending on the type 

of activity. Taxation period is a financial year of the 

company. The income tax in the amount at a 15% (few 

exceptions apply) is deducted from payments made to 

the low-tax or tax-free countries or territories stipulated 

by the regulations of the Cabinet of Ministers.

 Latvian personal income 

tax payers are Latvian tax residents and non-residents 

for tax purposes. Standard PIT rate for commercial 

activities is 23%. Capital gains are taxed at 15%. 

Income from capital, which is not a capital gain (e.g. 

dividends, interest and similar income) is taxed at 

10%. The general principle followed within taxation 

of private individuals is that Latvian tax residents are 

taxed on their worldwide income, but Latvian non-

residents for tax purposes are taxed on their Latvian 

sourced income, i.e. income attributable to Latvia. The 

taxable income of residents includes the income from 

the lease and sublease of the real estate as well as 

from alienation of a real estate (few exceptions apply). 

Private individuals also pay income tax for the income 

gained from their commercial activities (including real 

estate management).

The taxable income of non-residents – private 

individuals – is the income from the use and lease of 

the property located in Latvia as well as income from 

the alienation of such real estate and the income 

gained from the improvement of the real estate by the 

lessee during the lease of the property belonging to 

the non-resident. As the non-resident’s income from 

the alienation of the real estate is considered to be 

also such income that is gained from the alienation of 

the shares in a Latvian or foreign company if during 

the year of alienation or the immediately previous year 

more than 50% of such company’s assets have been 

the real estate located in Latvia.

Value added tax (VAT): The VAT is applied to the 

lease of the real estate. The VAT rate is 21%. The 

taxation period is either 1 month, 3 months or 6 

months depending on the total sum of the transactions 

carried out in the pre-taxation year or on the territory 

of carrying out the transactions (i.e., whether in the 

country of merchant’s general place of business or 

in another EU member state). The following persons 

can be registered in the VAT Payers’ Register of the 

State Revenue Services: 1) private individuals; 2) legal 

entities; 3) partnerships; 4) authorized representatives 

of groups of persons carrying out economic activities 

on the grounds of agreement; 5) VAT groups; 6) fiscal 

representatives; 7) persons from other EU member 

states or non-EU member states and their authorized 

representatives in Latvia. 

Taxation on transfer

Stamp duty or real estate transfer tax (RETT): 

Every registration of title rights with the Land Register 

resulting from the sale/transfer of property is subject 

to real estate transfer tax (stamp duty). The amount 

of this tax depends on the type of transfer. RETT is 

applied per property and is charged as a percentage 

of the real estate value (sales price or cadastral 

value, whichever is higher). The stamp duty for 

commercial property (with or without land) is capped 

at €42,686.15 per property.

For the transfer of property to:

• Relatives – 0.5% of real estate value

• Other natural and legal persons – 2% of real 

estate value

• Other natural and legal persons as a gift – 3% of 

real estate value

LATVIALATVIA
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The stamp duty on real estate transferred as an 

investment in kind into the equity of a company 

is chargeable at a rate of 1% from the amount of 

investment with no cap.

Notary fee: Notary fee depends on the value of the 

transaction. For example, if the transaction value is 

more than EUR 142,289, the fee ceiling is €705.89 

plus 0.1% of the transaction value that exceeds 

€142,289.

Land registry fee: Registration fee is minimal, usually 

in the amount of €14.23.

Capital gain tax: Profit gained by a private individual 

or a company from the real estate upon its alienation 

(sale) is subject to capital gain tax the rate of which 

is 15%. Non-resident companies are taxed with 2% 

income tax from the income gained from the sale 

of the real estate located in Latvia. Non-resident’s 

income from the alienation of the real estate located 

in Latvia is considered to be also such income that is 

gained from the alienation of the shares in a Latvian 

or foreign company if during the year of alienation or 

the immediately previous year more than 50% of such 

company’s assets are or have been formed by the real 

estate located in Latvia. For further reference please 

see the section on Income tax.

Income from the sale of real estate is not taxable if 

ownership of the real estate has continued for more 

than 60 months and the real estate was the person’s 

primary declared place of residence for at least 12 

months before the date the sales agreement was 

concluded.

Value added tax (VAT): Transactions that are 

taxable by value added tax (VAT) also include the 

first sale of the unutilised real estate (for example, a 

newly constructed building or structure, a building or 

structure after renovation, reconstruction or restoration 

works, a construction in progress etc.) and the sale of 

the land for construction. 

Latvia contact details:

Vineta Vigupe 

Director, Research & Consulting, Baltics

t: +371 679 30013

e: vineta.vigupe@cbre.com

Capital Markets

Santa Rozenkopfa

Senior Director of Capital Markets

t: +371 265 33393

e: santa.rozenkopfa@cbre.com

Legal Information provided by Eversheds

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

LITHUANIA

Vilnius

Non - European
Institutions

Regional  
Shopping Centres

Vilnius  

Property  
Companies

European
Property Funds

Property  
Funds

European
Property Companies

Vilnius  
Shopping Centres

HIGH

LOW

HIGH

LOW

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 2,3 Source: CBRE Research, 2016.

LITHUANIALATVIA



EMEA INVESTMENT GUIDE 2016

100 © CBRE Limited 2016

EMEA INVESTMENT GUIDE 2016

101CBRE Research

National Statistics

Lithuania 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 3.0 3.0 3.0 3.0

GDP Growth (real, year-on-year) 1.6% 3.0% 3.4% 3.3%

GDP Per Capita (real, USD) 8,780.1 9,186.2 9,653.0 10,137.3

Interest rate, long-term, end of period 5.0% 4.7% 4.7% 4.8%

Fixed Asset Investment (real, year-on-year) 10.2% 2.5% 5.0% 4.7%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 9.2% 8.4% 7.1% 5.7%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation EUR based on sellable area.

Agent fee Approx. from 1 to 3 percent of the price plus 21% VAT.

Legal fee

Negotiable, who bears legal fees.

Usually each party bears its own legal costs. According to law – the buyer assumes the expenses, save for 

cases when the parties agree otherwise.

Tax on transaction
Buyer (if not agreed otherwise) is liable for notary fee and registration fee while seller is liable for value-

added tax and tax payable for any gains realized from the sale of property.

Loan terms

Commercial property loan terms usually depend on loan amount, LTV ratio, loan term, type of collateral, 

credit history, etc.

• For commercial properties 60-75% LTV for loans with collateral

• For development projects the pre-leases in amount of 30-50% (depending on type of property) are usually 

required

• For residential properties, the maximum LTV ratio for the first outstanding loan is 85%. Loan tenures are 

capped at 30 years. The maximum amount of a borrower’s monthly credit repayment and interest (under 

all obligations), as to date, will not be above 40% of sustainable monthly income

Borrowing rate Typically based on EURIBOR plus interest margin of between 1.8-3.5%.

Mode of payment
Balloon payment is quite popular for commercial property loans. Residential mortgages are repaid on an 

amortization schedule, usually on a monthly basis.

Typical Leasing Terms

Rent quotation
EUR/sq m/month; usually quoted based on lettable area. Maintenance fees, utilities and VAT are usually 

excluded and paid additionally. Triple-net leases have become as a standard for Grade A offices.

Lease term Usually 3-5 years for office, retail, and industrial.

Frequency of payment Rent is usually paid once a month to the bank account of the landlord.

Free rent 1-3 months depending on the agreement of the parties.

Deposit Security deposit or bank guarantee of 1-3 months’ rent is generally required.

Rent reviews
Typically made upon renewal of the lease agreement.

Rent may be reviewed annually in respect of change of local or EU inflation (HICP) rates.

Renewals Option of renewals on other grounds can be proposed by tenant or landlord.

Right to sublet Depends on the agreement of the parties.

Breaks

The laws provides for a list of grounds of possible unilateral termination of the lease agreement prior to 

expiry of its term due to the breaches made by one party or impossibility to use the property. This list may 

be supplemented by the agreement of the parties. Usually parties agree on the relevant compensation if 

terminating the agreement before the agreed lease term. If the lease is of indefinite duration, both parties 

shall have the right at any time to terminate the contract with prior written notice of three months served on 

the other party.

Fit-out Depends on the agreement of the parties, but typically tenant performs fit-out works and covers the related costs.

Agent fee Tenant representation between 8% - 15% of the annual rent paid by tenant.

LITHUANIALITHUANA
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Land System

Land ownership and land use tenure 

The land in Lithuania may be owned or rented. 

Ownership must be registered with the Register of Real 

Estate of the Republic of Lithuania. Lease agreements 

may also be registered in the Register of Real Estate. 

Registration of lease is not mandatory, but usually 

beneficial to the parties since lease agreements 

may only be enforced against third persons if they 

are registered within the Register of Real Estate of 

Lithuania. 

Other most common forms of use of the land: Loan 

for use, Usufruct, Right of Superficies, Emphyteusis, 

Right of trust.

Land sales system

Formed land plots are registered within the Register 

of Real Estate of Lithuania. All land, except exclusive 

ownership of the State (forests of State significance; 

historical, archaeological and cultural objects of State 

significance, internal waters of State significance, 

continental shelf of the territorial sea, etc.) may be 

sold/purchased or rented/leased, save for some 

exceptions and following other requirements of laws.

State land and Municipality land in Lithuania may 

be purchased following the requirements of auction 

procedures, save for some exceptions established by 

laws. Private land may be purchased following the 

agreement of the parties and mandatory rules of laws.

Any sale – purchase agreement in respect of 

acquisition of the Real Estate is subject to a notary’s 

approval and registration within the Register of Real 

Estate of Lithuania.

Land use

State land in Lithuania may be leased for any term not 

exceeding 99 years in total (agricultural land may be 

leased for the maximal period of 25 years). Auction 

procedure is usually required for State land lease, 

except some cases, for example, where the buildings/

constructions owned by that person or entity are 

located on the certain land plot; where the land plot is 

necessary for concession or public-private-partnership 

projects and other reasons. The tenant is obligated 

to register the State land lease agreement with the 

Register of Real Estate of Lithuania within three months 

after conclusion of the agreement.

Municipality land may be leased in accordance to 

the procedure set by the Council of the particular 

Municipality. Users of State Land are obligated to pay 

land lease payment. The annual payment is set by the 

particular municipality within the range specified by 

the Government Resolution: from 0.1% to 4.0% of the 

taxable value of the land.

Terms and conditions of lease of the private land 

depend on the agreement of the parties following the 

mandatory rules of laws.

Registration of lease within the Register of Real 

Estate of Lithuania is highly recommended due to the 

protection of rights of the parties. 

Property ownership

Land fund of the Republic of Lithuania consists of State 

land, municipality land and private land, located in the 

territory of Lithuania.

The title to Real Estate passes upon its transfer (usually 

transfer and acceptance deed is concluded). 

Maximum area of the owned agricultural land is 500 

ha per person (or related persons) in total (except for 

the livestock farming purposes); and 300 ha of the 

agricultural land acquired from the State.

Foreign Investment

Generally, investors are entitled to acquire all types 

of property in the Republic of Lithuania. However, in 

accordance with the laws, only those individuals and 

legal entities that meet the criteria of European and 

Transatlantic integration are entitled to acquire land, 

internal waters and forests in the Republic of Lithuania 

(for instance, legal entity is established/natural person 

resides in: member states (countries) of EU, OECD, 

NATO, EEA). 

The laws establish some restrictions to acquire 

agricultural land in Lithuania:

• Natural persons and legal entities (or related 

persons in both cases) cannot own more than 500 

ha of agricultural land in total

• Individual, who wants to buy agricultural land 

in Lithuania, where the total area of agricultural 

land would be more than 10 ha, must meet some 

criteria (e.g. three years’ experience in agricultural 

activities; meets special rules for farmers younger 

than 40; permission to buy agricultural land must 

be obtained)

• An entity which intends to buy agricultural land, 

where the total area of agricultural land would 

be more than 10 ha, must have not less than 

three years’ experience in farmland management, 

registered and declared fields, income from 

farmland must be at least 50% of total income 

and should be economically viable

Similar to its Baltic neighbours, Lithuania imposes 

pretty relaxed legislation on foreign Real Estate 

ownership - property may be acquired absent of 

Lithuanian residency, restrictions to acquire Real Estate 

in Lithuania for foreign subjects are minimal, moreover, 

signs of new development and regrowth in the Real 

Estate market are showing recently and Lithuania is set 

to be within the top of the fastest growing countries in 

the EU.

None.

Market strengths

• Minimal restrictions for the investors to acquire 

Real Estate in Lithuania

• Relatively cheap Real Estate in Lithuania

• Clear, transparent and quite simple procedures of 

purchase and registration of the Real Estate

• Taxes in Lithuania are modest compared to other 

EU members

Property Taxes

Taxation on owners

Real estate tax: The Real Estate Tax (with some 

exceptions and excluding land), registered in the 

Lithuania, is payable by local and foreign legal entities 

and individuals, that own Real Estate in Lithuania or in 

certain cases – legal entities that use it.

The annual tax rate is set by the particular municipality 

within the range specified by laws: from 0.3% to 

3.0% of the taxable value of the Real Estate. The tax 

is imposed on the basis of the average market value 

of immovable property, indicated by the Register of 

Real Estate of Lithuania or according to the individual 

valuation of the property, when individually set value 

differs from the average market value more than 20%. 

Land tax: Owners of the private land (except forestry 

and afforested agricultural land), located in the 

territory of Lithuania, are subject to the Land tax. 

Owners include individuals or legal entities, as well 

as collective investment undertakings which are not 

treated as legal entities. The annual tax rate is set by 

the particular municipality within the range specified 

by laws: from 0.1% to 4.0% of the taxable value of the 

land. The tax is imposed on the basis of the average 

market value of the land, indicated by the Register of 

Real Estate of Lithuania or according to the individual 

valuation of the property, when individually set value 

differs from the average market value more than 20%.

 Lithuanian and foreign 

entity is subject to Corporate Income Tax. Rate of 

15% tax is applicable to the taxable profits (including 

income from sale transaction of the Real Estate) of a 

Lithuanian entity and foreign entity through permanent 

establishments situated in Lithuania or otherwise than 

through permanent establishments when income is 

received in Lithuania. Tax period is a calendar year 

and shall be paid by the first day of the sixth months of 

the following tax period.

 The following persons 

are subject to Personal Income Tax: (i) residents 

of Lithuania are taxed on income, and (ii) non-

residents of Lithuania are taxed on Lithuanian sourced 

income, as prescribed in laws. Standard rate is 15% 

on personal income. Special rules are applied for 

persons performing individual activities. Tax period 

is a calendar year and shall be paid until May of the 

following year.

LITHUANIALITHUANA
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Value added tax (VAT): Lithuanian and foreign 

natural and legal persons who carry out economic 

activities in Lithuania (or even does not carry out 

economic activity in some cases); also undertakings 

for collective investment that do not have a status 

of legal person and whose form of activity is an 

investment fund are subject to value added tax (VAT), 

as prescribed in laws. 

Despite some exceptions, in general rent of immovable 

property is exempted from VAT. However, VAT payer 

has a right of option and may be charged if the tenant 

of the real estate is also registered as a VAT-payer. 

Such option shall be declared and valid for certain 

transactions concluded by the VAT payer within the 

subsequent 24 months. Normally tax period of a 

legal person is a calendar month and tax period of a 

natural person is a calendar half-year.

Taxation on transfer 

Notary fee: The acquisition of Real Estate is subject to 

a notary fee, which is set as 0.45% from the price but 

not more than €5,792.40 (in case of sale-purchase 

of several Real Estate units, the fee is capped at 

€14,481). 

Registration fee: The acquisition of Real Estate is 

subject to a registration in the Register of Real Estate 

fee, which depends on average value of the Real 

Estate, capped at €1,448.10 for one unit.

Value added tax (VAT): Generally sale and other 

transfer of immovable property are exempted from 

VAT, save for sale of the new buildings (unfinished 

or finished for the period of two years after its 

completion/improvement) and the land where such 

building is, or the Real Estate located in Lithuania is 

sold by the person/legal entity which carries out the 

particular activity. Standard rate is 21%.

 Standard rate of 15% 

tax is applicable to the income from sale transaction 

of the Real Estate. Foreign entity, after having received 

income from sale of the immovable property, shall 

have the right to apply to the local tax administrator 

for recalculation of corporate income tax that has 

been calculated and paid in respect of the property 

sold. In this case, corporate income tax should be 

calculated in respect of the income received due to the 

increase in the value of the property and/or taxable 

profits due to the activities carried out in the Republic 

of Lithuania.

 Rate of 15% per cent 

tax is applicable to the “earned” income from sale 

transaction of the Real Estate save for some exceptions 

specified in laws.

Lithuania contact details:

Vineta Vigupe 

Research & Consulting, Baltics

t: +371 679 30013

e: vineta.vigupe@cbre.com

Capital Markets

Santa Rozenkopfa

Senior Director, Capital Markets

t: +371 265 33393

e: santa.rozenkopfa@cbre.com

Legal Information provided by Eversheds

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

LUXEMBOURG

Luxembourg City

Regional  
Shopping Centres

Private 
Investors

Non - European
Funds

Regional  

Luxembourg City  European
Property Funds

European
Institutions

Non - European
Institutions

Luxembourg  
High Street Retail

012345678

HIGH

MEDIUM

HIGH

LOW

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 2,3 Source: CBRE Research, 2016.
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National Statistics

Luxembourg 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 0.6 0.6 0.6 0.6

GDP Growth (real, year-on-year) 4.8% 3.4% 2.8% 2.7%

GDP Per Capita (real, USD) 107,016.5 109,480.5 111,324.4 113,219.1

Interest rate, long-term, end of period 3.1 2.9 2.9 3.0

Fixed Asset Investment (real, year-on-year) -2.9% 4.1% 3.7% 3.0%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 6.9% 6.6% 6.6% 6.5%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation Price is quoted exclusive of VAT and costs.

Agent fee Typically between 1% to 3% of the sale or acquisition price.

Legal fee
Buyer and Seller may appoint his own legal representative. Unless specified otherwise, each party bears its 

own legal cost.

Tax on transaction Transfer fee in case of an asset deal: 10 % city of Luxembourg; 7 % rest of the country.

Loan terms Buyers to get in contact direct with bank.

Borrowing rate Buyers to get in contact direct with bank.

Mode of payment Various.

Typical Leasing Terms

Rent quotation Rents are quoted in EUR/sq m/month + VAT.

Lease term
A standard lease contract in Luxembourg is for nine years with a break option generally fixed every three 

years. This is called a 3/6/9 year lease.

Frequency of payment Quarterly in advance.

Free rent

Depending on market conditions, landlords grant rent-free periods and other incentives such as fit out cost 

allowances, especially for longer contracts. Rent-free periods vary significantly, but typically one can expect to 

secure 0.5 to 1 month rent-free for each year of a new lease.

Deposit For all companies, the landlord requires a bank guarantee of 6 month’s rent  (plus VAT).

Rent reviews Rent is indexed annually according to one of the Statec Indices.

Renewals Tenants have no renewal rights except as agreed in the contract.

Right to sublet Subleasing is legal and common in Luxembourg. The lease contract may require Landlord’s permission.

Breaks
The break option can be exercised by the Landlord, the tenant or both. Parties are free to vary lease lengths, 

breaks or other terms.

Fit-out

• Landlord work: the landlord normally delivers the space with heating, cooling, ventilation, electrical 

system, suspended ceilings, ceiling lighting, raised floor with carpet, restrooms and fire detection.

• Tenant work: partitioning, wiring and upgrading are paid by the tenant and require the Landlord’s 

approval.

• Fit-out costs: normally range from EUR 350-600 per square metre, including wiring, design fees,  

project management, etc. Furniture is additional.

Agent fee

• Leases and subleases: when the agent acts on behalf of the landlord, the landlord pays agency fees of 

15% of the annual rent. When an agent acts on behalf of the tenant, the tenant pays agency fees of 15% of 

the annual rent.

• Lease renewal or termination: typical fees for an agent acting on behalf of the tenant are around 8% of the 

annual rent.

LUXEMBOURGLUXEMBOURG
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Land System

Land ownership and land use tenure

There are 2 separate for recording land ownership in 

Luxembourg namely:

• The registration of title system (Land Register kept 

by the Administration of the Land Register and 

Topographie) which provides a State-guaranteed 

title to property

• The registration of deeds system (Bureau des 

Hypothques) which records the date and price 

deeds and encumbrances and affecting property

Land use is governed by the local authority through 

their development plans and zoning guidelines.

Land sales system

The Luxembourg Civil Code calls for the following 

types of property ownership:

Freehold: This is the most common type of property 

ownership. The ownership right (“droit de propriété”) 

is a fundamental constitutional right in Luxembourg, 

defined as the right to enjoy and dispose of assets in 

the most absolute way, within the confines of the law. 

 Usufruct can be legal or 

contractual, and has to be registered in the mortgage 

register. The usufructuary has the right to enjoy the 

property, to lease to a third party, and to sell or give its 

right for free.

 Property 

with multiple lots with individual owners. Lots consist 

of a private unit for the exclusive use of the co-owner, 

and a portion of the communal area for shared use. 

 Property where full ownership 

is divided between lots with individual owners. A joint 

owner must obtain consent from the other owners prior 

to disposal of the share of ownership. 

Foreign Investment

The Luxembourg government welcomes foreign 

investment and there are no special procedures for the 

approval of foreign direct investment. Environmentally 

friendly light industries such as communications, 

finance and high technology are encouraged by 

the government.

Responsibility for attracting foreign investment lies 

with the Board of Economic Development. According 

to the Board, Luxembourg offers a full range of 

tailored investment incentives for new ventures. The 

government may grant support for funding specific 

projects for small and medium-sized companies; 

companies located in development areas; research, 

development and innovative investment focusing 

on new products, services or processes; and 

environmental protection or the efficient use of energy.

Financial support may take the form of capital grants 

and medium and long-term loans from the National 

Credit and Investment Corporation (SNCI).

None in place.

Market strengths 

• Luxembourg has a long-standing tradition as a 

financial competence and business centre

• Strategic geographic location in the heart of 

Europe

• Political stability, multicultural and high 

qualified workforce together with a strong legal 

environments and attractive tax framework have 

been key factors in establishing Luxembourg as a 

hub for international trade in the financial sector 

as well as in the industrial and commercial sectors

• Luxembourg has become one of the leading 

European financial market jurisdictions by serving 

a broad range of European and worldwide 

investors through a network of well-established 

banks and financial services

• Trade with other EU member states benefits from 

Luxembourg’s strategic location in the EU, its 

proximity to other European capital cities and major 

business centres, and the presence of numerous 

institutions. Luxembourg also has developed 

international trading relations with the Americas, 

Asia and the Middle East, which have contributed 

to the diversification of its export markets and the 

origins of its imports. Luxembourg has a significant 

trade surplus, with its annual surplus representing 

more than 10% of GDP. This performance is 

mainly due to the export of services

Property Taxes

Taxation on owners

Property tax is levied by the communes (local 

authorities) on all property built or otherwise. The tax 

is calculated by multiplying the tax base of the property 

by the local communal tax rate.

Taxation on transfer

The transfer of Luxembourg immovable property 

generally is subject to transfer tax at 6%, plus a 

1% . The tax base is the higher of 

the purchase price or the fair market value of the 

property. For real estate located in the municipality of 

Luxembourg, there is an additional 3% resulting in a 

total of 10% taxation on transfer. Should a property be 

held in a special purpose vehicle, the transfer of the 

shares may be taxable resulting in fiscal latency. In this 

case the positive difference between the book value 

and the price of the shares will be taxed at 29.22%.

LUXEMBOURGLUXEMBOURG
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Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Luxembourg contact details:

Head of Research

t: +32 2 643 33 34

e: kim.verdonck@cbre.com

Senior Consultant

t: +352 26 26 12

e: veronique.koch@cbre.com

Capital Markets

Maxime Kumpen

Managing Director, CBRE Belgium and Luxembourg

t: +32 2 643 33 48

e: maxime.kumpen@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

MOROCCO Rabat
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.
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National Statistics

Morocco 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 34.4 34.8 35.2 35.7

GDP Growth (real, year-on-year) 4.4% 1.4% 3.8% 4.0%

GDP Per Capita (real, USD) 3,291.7 3,298.3 3,382.5 3,476.0

Interest rate, long-term, end of period 5.7 5.4 5.6 6.1

Fixed Asset Investment (real, year-on-year) 1.5% 2.8% 2.5% 3.6%

Exchange Rate (Dirham per US$) 9.7 9.8 10.0 10.1

Unemployment Rate 9.8% 9.9% 9.7% 9.7%

FDI by Country of Origin  

(2014)

FDI by Sector  

(2014)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, Moroccan Investment Development Agency, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation MAD per square metre.

Agent fee Commission is usually comprised between 1.5% and 3% of the sale price.

Legal fee
The notary fees vary between 0.5% and 1% of the sale price with a minimum of 2,500 MAD and the VAT on 

notary fees represent 7% of the paid amount.

Tax on transaction

The taxation on transfer in constituted of a registrations fee of 4% of the sale price for constructions and 7% 

for land. Land tax payable at the land registry equating 1% of the sale price plus 150 MAD. In addition, a 

stamp fee going from 1,500 to 3,000 MAD is due.

In case of capital gains a tax representing 20% of the profit is applied. Let’s remind that the profit is defined 

as the sale price minus the sum of the updated historical acquisition price and the costs incurred (interest 

paid, refurbishment costs, etc.). The acquisition price is updated based on a predefined ratio issued by the 

local authorities. The minimum tax to be paid equals 3% (Source: General Tax Code).

Loan terms

For real estate developments, the loan allows financing a real estate project (residential, retail, etc.) either 

for developing or land servicing. Usually, this type of financing has duration of 36 months and the LTV 

comprised between 40 and 60% of the investment.

Borrowing rate The interest rate is comprised between 6 and 7%.

Mode of payment

The loan is paid by the sales revenues: In fact, the bank registers a mortgage on the project main title deed. 

This mortgage is then passed on each individual title deed of the units. At the sale of a unit, the notary is in 

charge of paying the bank in order to be able to write-off the mortgage from the individual title deed and 

allow for the sale.

Typical Leasing Terms

Rent quotation MAD/sq m/month excluding tax and fees.

Lease term Typical lease duration is 3/6/9 years.

Frequency of payment Rents are usually paid quarterly and in advance but it is possible to negotiate monthly payments.

Free rent

Offices: 3 to 6 months.

Industrial: 2 to 3 months.

High street retail: 1 to 2 months, Shopping centres: 3 months.

Deposit 2 months by law but in practice from 2 to 6 months of rent.

Rent reviews Automatic rent increase of 10% every 3 years.

Renewals Automatic renewal for periods of 3 years (source: CBRE Agency).

Right to sublet
Only to entities belonging to the same company otherwise forbidden but can be negotiated with the landlord 

(source: CBRE Agency).

Breaks Usually 3 to 6 months before each ongoing 3 year period.

MOROCCOMOROCCO
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Fit-out

Office spaces can be delivered either core and shell or semi equipped. In any case, tenants pay for fit out. 

Usually the landlord can grant 1 to 3 months of rent free for the tenant to do his fit out.

For retail, the landlord usually provides the retail space in core and shell i.e. plaster and paint or screed 

on the floors, electricity and water and air-conditioning points to be provided in some cases. The tenant is 

responsible for the fit-out of its shop according to their requirements and all fit-out layouts are subject to the 

landlord’s architect’s review and approval (usually in shopping centers). The fit-out cost is borne by the tenant 

and the cost/sq. m will vary depending on the level and quality of finishes.

In case of industrial premises, tenants pay for fit out and no specific allowance from the landlord is due. 

Usually the landlord can grant 1 to 3 months of rent free for the tenant to do his fit out.

Agent fee

In case of a new lease, the landlord and the tenant typically pay their broker between 10% and 15% of the 

first year’s rent.

For rent renewals, the tenant typically pays its broker/managing agent between 8 and 12% of the savings.

Land System

Land ownership and land use tenure 

In Morocco real estate ownership is mainly 

managed by the land registry authority (Agence 

de la conservation foncière). The assets that are 

registered within the land registry receive a title deed 

that protects its owner. In some cases, the title deed 

contains clauses that could restrict its transferability 

(mortgage, schedule of conditions or even legal 

encumbrances). 

Nonetheless, there is a large portion of real estate 

assets (mainly land in agricultural area) that is still not 

registered within the land registry. One of the main 

assignments of the land registry authority is to reduce 

this non registered supply.

Land sales system

In Morocco real estate ownership is mainly managed 

by the land registry authority. The assets that are 

registered within the land registry authority receive 

a title deed that protects their owner but generally 

speaking the land registry system is reliable.

The notary in Morocco is responsible for monitoring 

and handling the transfer of ownership and registering 

the ownership within the land registry authority.

The main duties of the notary in Morocco are: 

• To verify whether or not there is an open file 

for the selling company with the Land registry 

(Conservation foncière) where the property is 

located

• To check that the selling company is the owner 

and the property is not encumbered

• To certify the sales deed

• To collect all fees and taxes and then to pay them 

to the authorities on behalf of the parties

• To gather all the documentation of the parties

• To insure that the money for the transaction is 

sufficient to cover any unpaid taxes

• To register the property at the land registry

Properties tend to come with a title deed which details 

exact information about the size and ownership of the 

property and are registered at the land registry.

Land use

The land use is defined in every city by the urban 

planning which indicates for every land plot the 

authorized height and usage. The owner of a plot of 

land can ask for the town planning document where 

all the information about this land is registered.

Derogations and change of use are granted in some 

cases, especially for the projects that will have a 

positive economic impact (job creation) or that are in 

line with national economic strategy (increase hotel 

bed capacity).

The demand for derogation has to be applied to the 

town planning agency and comprising the following 

documents: 

• Demand of derogation

• The land ownership certificate (titre de propriété)

• The cadastral map (plan cadastral)

• Details of the project including its feasibility, 

conformity with the conditions of the derogation 

demand, amount of the investment, number of job 

creations and any other useful information

The “Wali” (governor of the region) submits the 

demand to a regional commission that has to vote 

unanimously for the project to be approved. 

If the demand is approved, the developer has to: 

• Apply for new authorization of the project within  

six months

• Begin the works of its project six months maximum 

after obtaining the new authorization of the project 

(Source: CBRE Agency)

Property ownership

In case of ownership, the title deed provides usually full 

rights on the property for the owner (sale, lease, etc.). 

However, some clauses registered in the ownership 

certificate can restrict the rights, including right of 

disposal: mortgage, schedule of conditions or even 

legal encumbrances such as the seizure (“prenotation”).

In some cases (for non-registered property, called 

“Melkia”), rights come from a traditional sale contract 

which is handled by religious notaries (“Adouls”). 

These types of assets do not grant ownership 

protection such as regular registered assets.

In case of property rights for lease, in Morocco the 

right of the tenant is well preserved: For residential 

properties, the law protects social rights of individuals. 

In case of professional real estate (retail, office or 

industrial), tenants are also protected, as it is very 

difficult to get the tenant to vacate the premises since 

the laws aims at protecting the job creation (the tenant 

usually create jobs). 

Nonetheless, other leasing types, mainly used by the 

state for the occupation of public premises and private 

state properties, are also to be found: temporary 

authorization of use and very long lasting lease 

(usually 99 years long) also exists.

Foreign Investment

There is no major restriction to foreign ownership in 

Morocco.

Foreign investors have the possibility to buy assets in 

Morocco (lands and buildings) as soon as they have a 

local entity. The only exception is for the agricultural sector. 

Foreign investors cannot acquire agricultural lands 

(they can be leased).However special authorizations 

can be granted to change the land status into VNA 

(Non Agricultural Use). The VNA status is granted 

to the companies that justify having a large scale 

investment project on the land.

Foreign investors in Morocco are exempted of VAT 

and corporate tax for five years.

Also, the ministry of Habitat and Urban has developed 

several initiatives to boost investment in real estate 

sector:

• Fiscal incentives:

 – Strong fiscal incentives to invest in social 

housing: Developers investing in social 

housing and building 500 units during a 

maximum period of five years benefit from 

corporate tax and VAT exemption for the 

whole duration of the project. They are 

also exempt of the cement tax as well as 

registration fees and stamps

 – Tourism: Exemption for corporate tax for the 

revenues generated in foreign currency

 – Holding a property: Exemption from the 

VAT of the building during five years after 

construction

• A legal and fiscal frame: facilitation to repatriate 

currency for companies investing in Morocco while 

the general currency policy limits the international 

transfer of currency

• Ease of the investment procedures: the Moroccan 

government has implemented Regional Investment 

Centres (CRI) across the country, to speed up 

administration and minimize bottlenecks. FDI 

are encouraged with particular interest in the 

manufacturing, real estate, food processing and 

utility sectors
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• Investment conventions: partnership between the 

public and private sectors for the development 

of large scale real estate projects. In fact, several 

international developers have been granted the 

development of real estate mixed-use projects as 

part of investment conventions. These investment 

conventions allow for tax breaks and other 

incentives. In exchange, the developer is required 

to develop equipment and amenities (leisure, 

retail, etc.) and also hotel components

Moroccan dirham is a non-convertible currency, the 

value of which is indexed at 60% on the Euro and 40% 

on the US Dollar.

The currency risk is judged quite elevated by 

international investors due to the dependency on the 

Eurozone economy.

Market strengths

• Stable and safe political environment: Morocco 

is the only Northern African countries that 

hasn’t been affected by the Arab Spring and 

has remained stable with the reform of the 

constitution implemented by King Mohamed VI 

and the organisation of Democratic Elections that 

resulted in the election of a the PDJ (Parti Justice et 

Développement) a moderate Islamic party

• Solid macroeconomic fundamentals: a steady 

economic growth with a more than USD 100 

billion annual gross domestic products (GDP) and 

a growth rate that varied between 2,4 to 5,2% 

between 2011 and 2015

• A strategic location and several free trade 

agreements signed (with the US, Europe, Turkey 

etc.) make Morocco is strategic country for 

companies wanting to reach new markets

• Massive government backed plans in every 

strategic sector of the economy:

 – Industry: growth plan for the national industry 

2009-2014 and industrial speeding plan 

2014-2020 which aims at creating 500 000 

jobs and at increasing the contribution of the 

industrial sector in the GDP from 14% to 23% 

in 2020 with the creation of industrial clusters 

and several strategic regions, the improvement 

of industrial competitiveness and the 

improvement of the international positioning

 – Tourism: with the plan “Vision 2010-2020” 

Morocco aims at becoming one of the 20 

biggest destinations in the world by 2020 

and at becoming a major destination in the 

Mediterranean region in terms of sustainable 

tourism. The overall objective is to double the 

market size by 2020

 – Retail: With the Rawaj plan 2020 with aims 

at transforming the retail and trading sector 

into a strategic sector that serves consumers 

interests

 – Agriculture: The Morocco Green plan is 

designed to promote the development of the 

entire agricultural potential

 – E-commerce: The digital plan for Morocco 

seeks to improving access to high-speed 

internet, the computerization of small and 

medium companies through a dedicated 

investment of 636 million USD

 – Environment: the Moroccan project for 

solar energy aims at setting up by 2020 a 

production capacity of 2,000 MV on five solar 

energy sites and reducing energy dependency, 

to preserve the environment through the 

limitation of pollution

 – Plans have also been implemented for the 

fishing sector and the craft industry

• Morocco has also developed a performing 

infrastructure network through several large scale 

infrastructures projects launched over the last 

decade:

 – The high speed rail program and the upgrade 

of the railway connections

 – The development and upgrade of the 

highways network connections

 – The development of large scale airports and 

ports (the Tangier Med port became one of 

the most important in the Mediterranean and 

African region)

 – The launch of the large program that aims 

at reducing the country dependency on oil 

energy through the solar energy plan

Property Taxes

Taxation on owners

Residential:

Housing tax: Between 0% and 30% of the rental 

value.

• Between 0 and 5,000 MAD: 0%

• Between 5,001 and 20,000 MAD: 10%

• Between 20,001 and 40,000 MAD: 20%

• Above 40,001: 30%

• Professional tax: Between 10 and 30% of the 

rental value

• Communal tax: 10.5% of the rental value in urban 

areas or 6.5% in the outskirts (usually re-invoiced to 

the tenant) (Source: General Tax Code)

Taxation on transfer 

 Registration fee 4% for constructions and 

7% for land.

Land Tax payable at the land registry: 1% + 150 

MAD.

Notary fees: 0.5% to 1% of the sale price with a 

minimum of 2,500 MAD (VAT of 7% on notary fees).

Stamp duty: 1,500 – 3,000 MAD.

Capital gains tax: Equates 20% on profit = sale 

price – (updated historical acquisition price + costs 

incurred (interest paid, refurbishment costs, etc.)); 

acquisition price is updated based on a predefined 

ratio issued by the local authorities. The minimum tax 

to be paid equals 3% (Source: General Tax Code).

Morocco contact details:

Anne Sierra

Head of Research

t: +21 2 522 77 89 80

e: anne.sierra@cbre.com

Capital Markets

Director Capital Markets & Advisory

t: +21 2 522 77 89 76

e: tarik.elharraqui@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

MOZAMBIQUE

Maputo

Asian
Property Companies

 Hotels

Property Funds

Residential

LOW

LOW

MEDIUM

HIGH

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.

National Statistics

Mozambique 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 28.0 28.8 29.5 30.3

GDP Growth (real, year-on-year) 6.3% 6.5% 7.2% 8.3%

GDP Per Capita (real, USD) 508.7 527.2 550.1 580.0

Fixed Asset Investment (real, year-on-year) 8.9% 8.7% 7.4% 6.4%

Exchange Rate (Metical per US$) 38.9 45.0 45.9 46.8

Unemployment Rate 8.2% 8.1% 8.0% 7.9%

FDI by Regional of Origin  

(2010 - 2012)
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Source:  CBRE Research, Oxford Economics, 2016

Source: CBRE Research, UNCTAD, 2016

Source: Oxford Economics, August 2016
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Price quotation Mozambican Metical (sign: MT, code: MZN) or US$.

Agent fee
3.5% - 5.0% of value of sale transaction (VAT excluded).

1 to 3 months rent for rentals/leases.

Legal fee Legal fees are often negotiable.

Tax on transaction
SISA is levied on the transfer of the property right or on the fractions or shares of that property right. The 

overall rate of SISA is 2% of the value of the transaction.

Loan terms

Typical loan period: 5 - 10 years.

Typical loan-to-value ratio: 60% - 70%.

Typical loan-to-cost ratio: 90% - 100% (construction cost excluding land) and subject to 30% equity: 70% 

debt ratio.

Maturity for commercial loan 7 - 10 years.

Upfront fees: 0.5% - 1.0%.

Amortization: 20 - 25 years for residential.

Borrowing rate

Typical Interest rate 14% - 18% local currency.

Residential - interest 16% - 20%.

US$ lending rates: not available currently in the standard market (8% -10% in the past).

Mode of payment Loan payments are normally monthly (principal loan + interest over the lending period).

Typical Leasing Terms

Rent quotation

Office: All Rents are stated as Net Rental, excluding VAT. Rentals are payable per month in advance, in US$.

Industrial: All Rents are stated as Net Rental, excluding VAT. Rentals are payable per month in advance, in US$.

 Retail: All rents are stated as net rental, excluding VAT. Rentals are payable per month, in advance, in US$.

Lease term

Office: Leases are typically for 3-5 years.

Industrial: Leases are typically for 3-5 years.

Retail: Shopping centre leases are typically for 5-10 years, with fixed rentals and predetermined annual 

escalations.

Frequency of payment

Office: Rentals are payable per month in advance, in US$.

Industrial: Rentals are payable per month in advance, in US$.

Retail: Rentals are payable per month in advance, in US$.

Free rent Not common.

Deposit

Office: Conventionally 3 to 6 months of the first year’s rental is payable as an advanced instalment.

Industrial: Conventionally 3 to 6 months of the first year’s rental is payable as an advanced instalment.

Retail: Conventionally 3 to 6 months of the first year’s rental is payable as an advanced instalment.

Rent reviews

Office: Fixed rentals and predetermined annual escalations.

Industrial: Fixed rentals and predetermined annual escalations.

Retail: Fixed rentals and predetermined annual escalations.

Renewals

Office: Renewals need to be negotiated by both parties, before the contract term. Generally renewals are for 

a one year period or the same period of the initial contract.

Industrial: Renewals need to be negotiated by both parties before the contract term. Generally renewals are 

for a 1 year period or the same period of the initial contract.

Retail: Renewals need to be negotiated by both parties before the contract term. Generally renewals are for a 

1 year period or the same period of the initial contract.

Right to sublet
Office: Allowed, only if agreed with the landlord’s consent and stated in the lease agreement.

Industrial: Only if agreed by the landlord and stated in the lease agreement. Retail: Usually not allowed.

Breaks

Office: Tenant break option is negotiable and specified in the lease agreement, usually with 90 days’ notice.

Industrial: Tenant break option – 90 days’ notice, however may be negotiated. Landlord break option – 1 

year’s notice if stated in the lease agreement.

Retail: Tenant break option – 90 days’ notice, however, may be negotiated. Landlord break option – 1 year’s 

notice if stated in the lease agreement.

Fit-out

Office: Fit- out is generally covered by the tenant.

Industrial: It’s not general practice that the tenant does any fit-out as warehouses are rented ready to occupy.

Retail: Generally paid by the tenant.

Agent fee The landlord pays all agent fees.

Land System

Land ownership and land use tenure 

There is no private ownership of land in Mozambique. 

Land and its associated resources are the property 

of the State. The Land Law, however, grants private 

persons the right to use and benefit from the land, 

known as Direito do Uso e Aproveitamento da Terra 

(DUAT or land-use title). Although the land itself 

cannot be sold, mortgaged or alienated in any way, 

buildings, infrastructure and improvements built on 

land may be mortgaged and sold.

Land sales system

The DUAT is issued by the government as a provisional 

title becoming only a Property Title Deed after the 

conclusion (construction) of the project approved for 

the site. In case of properties where it’s allowed to 

split the building in several units (horizontal property) 

an individual property title for each unit can be 

issued. This property title awards full ownership of the 

property to the owner.

Land use

Rights to use land may be transferred by means of the 

sale of the buildings, improvements and infrastructure 

erected on the land. Requirements differ depending on 

whether the land concerned is regarded as an urban 

tenement (prédio urbano) or rural tenement (prédio 

rústico). In relation to urban tenements, the transfer 

of the right of ownership of the property implies the 

automatic transfer of the DUAT. The transfer of a rural 

tenement is subject to approval by the same entity that 

approved the DUAT.

Property ownership

Property can be owned by natural person, a 

community or corporate.

Foreign Investment

The government grants land-use concessions (DUAT) 

for periods of up to 50 years, with options to renew. 

Foreign entities may be holders of a DUAT by way of an 

application to the Municipal Cadastral Department if:

• an investment project, duly approved by the 

Investment Promotion Centre of Mozambique 

(Centro de Promoção de Investimentos (CPI))  

has been granted

• any corporate applicant is to be established or 

registered in Mozambique 

• any natural person applying has been a resident in 

Mozambique for at least five years

Some DUATs issued to Mozambican nationals have 

restrictions for the sale to foreign buyers.

The DUAT is subject to revocation if the holder 

does not develop the project for the land use within 

specified periods (two years for foreigners, five years 

for nationals).

The DUAT might be transferred to third parties, which 

have to comply with the conditions stated on the DUAT 

issuing process.

The DUAT renewal process if not granted implies the 

reimbursement of the real estate market value of the 

assets by the state.
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Any investor’s primary contact with the government 

during the initial investment stage should be the 

government’s Investment Promotion Centre (CPI) which 

seeks to bring investors to Mozambique. The CPI is 

particularly interested in increasing investment in the 

central and northern regions of the country in order to 

address large regional development imbalances.

In order for investors to benefit from tax exemptions, 

other incentives implemented include the creation of 

Science and Technology parks, Rapid Development 

Zones, Industrial Free Zones and Special Economic 

Zones. The main sectors identified to receive incentives 

include agriculture, fisheries, and tourism sectors 

while the oil and gas sector benefits can be found in 

Industrial/Special Economic Free Zones.

The real estate sector enjoys some tax incentives, 

which are granted by the State, in cases where a 

foreign investor intends to invest in the areas of 

Hospitality and Tourism, namely in the:

• construction, rehabilitation, expansion or 

revamping of hotel units and their complementary 

or related parts, whose main purpose is the 

provision of tourism services

• development of infrastructure for the establishment 

of campsites and caravan parks with minimum 

rating of three stars

• equipment for development and operation of 

marinas

• development of reserves, national parks and 

wildlife farms with a tourist purpose 

Tax benefits that may be offered through investment in 

hospitality and tourism are the following: 

• Exemption from customs duties

• Exemption from Value Added Tax (VAT)

These types of exemptions (customs duties and 

VAT) are applicable to capital goods in Class “K” 

of the Customs Tariff. The same incentives are also 

applicable to the following goods (regarded as 

essential for the continuation of the activity, only 

in the quantities strictly necessary for construction 

and equipping, in particular): Building material, 

except cement, blocks, bricks, paints and varnishes; 

carpets and rugs; sanitary equipment; miscellaneous 

furniture; textile material; lifts; air conditioners; kitchen 

equipment; cold equipment; dishware and articles for 

restaurants and bars; communication devices; safes; 

hardware and sound; televisions; pleasure boats, 

yachts and complementary and safety equipment 

for the practice of water sports; aircraft, airplanes, 

helicopters, hang glider, gliders, flight simulators, as 

well as complementary and safety equipment intended 

for tourist activities.

Additionally, investments made in Maputo, in the 

areas of hospitality and tourism, could qualify for a 

period of five fiscal years, for a deduction of 5% of 

the total investment actually performed, on the value 

determined as the taxable amount, for purposes of the 

Income Tax of Legal Persons (ITLP).

The State also allows investors the possibility of 

accelerated reintegration of new assets, vehicles, 

cars and other equipment of tangible fixed assets if 

allocated to the activity of hospitality and tourism. This 

is done by increasing the rate normally applicable by 

50%, for the purposes of calculating the amortisation 

and reintegration costs attributable to the exercise in 

determining the taxable amount for purposes of the ITLP 

or of the ITI (Income Tax of Individuals). In practice, this 

translates into a reduction of the amount of tax payable.

The Central Bank (CB) introduced new currency 

controls on the 18th of November 2015 due to the 

recent devaluation of the MT. These controls include: 

• Limitations on the utilisation of foreign currency in 

domestic transactions

• The prohibition of domestic transfer from a foreign 

currency account held by a company to another 

foreign currency account

The CB reconfirms that receipts into local foreign 

currency accounts can only originate from foreign 

investments and loans, proceeds from exports and 

offshore locations. Domestic payments from such and 

account can only be made by conversion of the foreign 

currency into MT, at the prevailing exchange rate.

In terms of the Foreign Exchange Law, companies 

have to remit their export earnings to Mozambique 

and convert 50% thereof to local currency (export 

surrender requirement).

Market strengths 

• The office market is underpinned by good 

economic growth and increased interest from 

foreign companies entering the market on 

the back of mega projects. Most of the new 

developments are tenant driven and occupied by 

single users

• The retail market has seen good growth over 

the last few years on the back of the rising 

middle class and growing consumer base. Good 

economic growth has increased the demand for 

formal retail prompting a number of South African 

retailers to enter the market or to expand their 

existing footprint. These include brands such as 

Shoprite, Pick n Pay, Woolworths and Game

• Mega projects and the continued infrastructure 

investments will start to have a positive impact 

on the industrial sector, however, currently, 

transportation capacity and logistics remain a big 

challenge. Due to these challenges, cargo can be 

delayed with a number of days, thereby increasing 

the demand for warehouse space

Property Taxes

Taxation on owners

Property Tax: Property tax is dependent on the 

classification of the area in which the property is 

situated. It is levied annually by the local authority 

on the estimated value of the property and ranges 

between 0.5% and 3%.

Taxation on transfer 

Stamp Duty: 0.1% to 0.2% of the declared amounts 

on the contracts – payable by the buyer.

VAT: 17%.

Real Estate Transfer Tax (SISA): SISA is levied on 

the transfer of the property right or on the fractions or 

shares of that property right. The overall rate of SISA is 

2% of the value of the transaction.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Mozambique contact details:

Elaine Wilson

Divisional Director Research

Broll Property Group

t: +27 11 441 4083 

e: ewilson@broll.com

Capital Markets

Nuno Sa Fialho

Commerical Director

Broll Mozambique

t: +258 21487095

e: nsafialho@broll.com
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

NAMIBIA

Windhoek

Property  
Companies

International  
Hotel Operators

Hotel  
& Leisure

Light Industrial  
& Warehouses

Institutions  
Property Companies

Retail

012345678

MEDIUM

LOW

MEDIUM

HIGH

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.

Namibia 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 2.5 2.5 2.6 2.6

GDP Growth (real, year-on-year) 5.1% 4.7% 5.3% 5.9%

GDP Per Capita (real, USD) 5,980.0 6,124.0 6,314.7 6,550.5

Interest rate, long-term, end of period 10.1 10.8 10.8 10.3

Fixed Asset Investment (real, year-on-year) 26.5% 7.1% 8.4% 10.0%

Exchange Rate (N$ per US$) 12.8 15.6 15.3 14.9

Unemployment Rate 16.4% 14.8% 14.1% 14.1%

FDI by Country of Origin  

(2008 - 2012)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, UNCTAD, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation Namibian Dollar (N$) / Namibian Dollars (N$)/m2.

Agent fee Seller pays the agent fees. Fees are negotiable.

Legal fee Buyer pays the legal fees.

Tax on transaction

Buyer usually pays transfer fees. 

Transfer Duty – when property is acquired by a non-natural person 12% of the acquisition value will be 

payable as transfer duty. However, if a natural person acquires a property a sliding scale will be applicable. 

Stamp Duty – Stamp duty is applicable for specific transactions and the actual amount payable varies per 

transaction. With regards to transfer deeds for immovable property purchased the stamp duty applicable 

is as follows: N$ 12 for every N$ 1,000 or part thereof of the value/consideration, transaction specific. 

Moreover, when a bond is registered over immovable property stamp duty of N$ 5 for every N$ 1,000 of 

debt secured is payable.

Loan terms
Commercial – loan term of 5 – 10 years with amortising instalments. 

Residential – 20 years on average.

Borrowing rate
Commercial – A variable interest rate with fixed rates available on application.

Residential – Fixed and variable interest rate options.

Mode of payment Loans are paid in monthly installments.

Typical Leasing Terms

Rent quotation Rents are quoted in Namibian Dollars (N$)/m2/month.

Lease term Leases are typically 3-5 years (offices and retail); 3 years (industrial).

Frequency of payment All rentals are paid monthly in advance.

Free rent

 Rent free periods are allowed for fit-out purposes, normally 30 days, however, utilities are payable 

during that period. 

Industrial: Some landlords only give 15 days, whereas others give 30 days.

Retail: Normally 30 – 60 days.

Deposit
One to two months’ gross rental. 

Industrial: One month’s gross rental.

Rent reviews Rental escalations occur on an annual basis.

Renewals

Renewals are negotiable. If no option has been given, the landlord has the final say with regards to 

renewing, if the tenant is in breach, the landlord will not renew, but if a renewal takes place this will be at an 

agreed market rental rate. 

An offer to renew is sent 6 months before the time reflecting an increased rental. 

Retail: An offer to renew the lease is sent 6 months before the lease expiry in order to allow the tenant to 

suggest amendments, additionally the offer sent reflects the increased rental amount and other terms of the 

agreement.

Right to sublet Subletting is allowed only with the landlord’s prior written consent.

Breaks Terminations or breaks are not an option in lease agreements.

Fit-out

Most tenants receive a “white box” and are responsible for their own fit-outs. The landlord ensures that the 

air-conditioning, flooring, walls are all clean and painted. If agreed upfront, an allowance or contribution is 

given by the landlord. 

Industrial: however this does not happen often. 

Agent fee
Broker commission is usually payable by the landlord and is negotiated between the leasing/sales agent and 

the landlord.

Land System

Land ownership and land use tenure 

Land in Namibia is either freehold (also known as 

commercial land), communal or state land. 

1.  The National Land Policy of 1998: Establishes 

the basic principles for the governance of land 

in Namibia and is based on a unitary land 

system providing equal rights and opportunities 

throughout various tenure systems.

2.  Agricultural Land Reform Act, Act No. 6 of 1995: 

Addresses the redistribution of land specifically 

aimed at freehold agricultural land.

3.  Communal Land Reform Act, Act No. 5 of 2002: 

Regulates land right allocation to residents in 

communal areas thus addresses access to land in 

such areas.

Land sales system

Property is normally purchased via a real estate agent 

with banks providing mortgages as a means of credit. 

Deeds of sale are registered with the Deeds Office. 

Moreover, with regards to expropriation, this can only 

be done with just compensation as indicated in the 

Namibian constitution.

Land use

Land use in Namibia must adhere to the property’s 

zoning which indicates uses permitted on the property 

as well as aspects such as coverage, building height, 

floor area ratio, etc. rezoning of land must be done 

via consent application to the Municipality and then to 

the Ministry of Regional and Local Government and 

Housing and Rural Development. 

Property ownership

All persons have the rights to acquire, own and 

dispose of all forms of property in Namibia as per the 

constitution. However, parliament is allowed to make 

laws with regards to expropriation as well as regulate 

the right of foreign nationals to buy/own property in 

Namibia. 

Foreign Investment

Foreign investors can own/buy land in Namibia, there 

are however certain restrictions in terms of foreign 

national ownership of real estate:

1.  With regards to agricultural land foreign nationals 

can only enter into agreements to buy agricultural 

land with written consent from the Minister, this is 

detailed in the Agricultural Land Reform Act.

2.  Regional Councils Amendment Bill (passed by 

National Assembly 7 October 2015) – indicates 

that “a foreigner may not acquire immovable 

property in a settlement area”.

Foreign national investment in property may be deterred 

should a proposed Local Authority Amendment Bill 

come into effect, the Bill is currently under discussion, it 

was rejected by National Council in January 2016 and 

is to be amended and reviewed for reconsideration. The 

proposed Bill intends to restrict the ownership of property 

by foreign nationals. Additionally, restrictions are also 

placed in terms of foreign nationals selling immovable 

property. Among other aspects, this Bill further restricts 

where Namibians can buy land as restrictions will be 

applicable in terms of income level zones. 

Incentives are primarily aimed at stimulating 

manufacturing, with tax and non-tax incentives being 

available to existing as well as new manufacturers. 

Companies must be registered with the Ministry of 

Industrialization, Trade and SME Development in 

addition to the Ministry of Finance in order to be legible 

for available incentives. Investment incentives and 

additional information can be found on: www.mti.gov.na. 

An Export Processing Zone (EPZ) exists which provides 

favourable conditions for companies interested in 

manufacturing and exporting products. Should a 

company have EPZ status; operations can be located 

anywhere within Namibia. Restrictions on the industrial 

sector are not evident unless exports are intended for 

markets outside of the SACU region, earnings are in 

foreign exchange and employees are Namibian. The 

various perks of having EPZ status include but are 

not limited to: no corporate tax, no VAT, stamp and 

transfer duties on goods and services for EPZ activities. 

Non-residents are permitted to hold foreign currency 

in local bank accounts if they are operating in an EPZ. 

Moreover, grants are also provided by government for 

training programs for EPZ companies. 

Foreign companies are also able to take part in 

government financed / subsidized research as well as 

development programs. 
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

In order for a foreigner to be able to freely transfer 

the proceeds from the future sale of a property, the 

property’s title deed must be endorsed as “non-

resident.”

In Namibia there are no restrictions on foreigners 

obtaining bank accounts, however a “non-resident” 

bank account will need to be opened at a Namibian 

commercial bank by a non-resident. If a valid work 

permit or permanent residency is held by a non-

resident; the individual will be viewed as being a 

“resident” for the duration of such permit and will not 

be subject to restrictions placed on a “non-resident.” 

Common Monetary Area (CMA): A number of 

countries make up the CMA in which no trade and 

exchange control restrictions exists between these 

countries additionally similar exchange control policies 

are evident within these countries. Countries making 

up the CMA include Namibia, Lesotho, South Africa 

and Swaziland.

Market strengths 

• Undersupply in certain areas thus allowing for 

further development

• Good property and transport infrastructure

• Developing property market 

• Stable and growing economy 

• Political stability

• The country has an abundance of natural 

resources

Property Taxes

Taxation on owners

Property Taxes: Such taxes are charged by 

municipalities according to the municipal valuation of 

a property.

Value-Added Tax (VAT): Standard VAT rate is 15%, 

the amount of VAT varies per transaction with specific 

transactions being exempt from VAT.

Stamp Duty: Stamp duty is applicable for specific 

transactions and the actual amount payable varies 

per transaction. With regards to transactions such as 

lease agreements/lease, stamp duty will be applicable 

and payable depending on lease payments, along 

with additional considerations stated in the lease 

agreement.

Taxation on transfer 

Transfer Duty: When property is acquired by a non-

natural person 12% of the acquisition value will be 

payable as transfer duty. However, if a natural person 

acquires a property; a sliding scale will be applicable.

Stamp Duty: Stamp duty is applicable for specific 

transactions and the actual amount payable varies 

per transaction. With regards to transfer deeds for 

the purchase of immovable property the stamp duty 

applicable is as follows: N$12 for every N$1,000 or 

part thereof of the value/consideration, transaction 

specific. Moreover, when a bond is registered over 

immovable property stamp duty payable i.e. N$5 for 

every N$1,000 of debt secured.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Nambia contact details:

Elaine Wilson

Divisional Director Research

Broll Property Group

t: +27 11 441 4083 

e: ewilson@broll.com

Capital Markets

 

Managing Director

Broll Namibia 

t: +26461 374540

e: marco.wenk@brollnamibia.com.na

NETHERLANDS
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European  
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Property Funds
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ResidentialProperty  
Companies

European  
Property Funds

Institutions Non - European  
Property Companies

Regional  
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HIGH

HIGH

LOW

Amsterdam

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, 2016.
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National Statistics

Netherlands 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 16.9 17.0 17.0 17.1

GDP Growth (real, year-on-year %) 2.0% 1.6% 1.5% 1.8%

GDP Per Capita (real, USD) 51,349 52,002 52,638 53,423

Interest rate, long-term, end of period 0.8% 0.4% 1.0% 1.7%

Fixed Asset Investment (real, year-on-year) 9.9% 7.1% 3.0% 2.1%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 8.7% 7.7% 7.6% 7.7%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)

18,000

16,000

14,000

12,000

10,000

8,000

6,000

4,000

2,000

0

U
S
$

 M
il
li
o
n

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

H
1

 2
0

1
6

Domestic Foreign

Source: CBRE Research, 2016

Source: CBRE Research, 2016
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6%

23%

42%

Typical Sale and Purchase Terms

Price quotation Price is quoted excluding VAT.

Agent fee

Negotiable depending on the lot size. Typically the agent’s fee is 1% of the sale or acquisition price. 

Fixed fees can also be agreed. For sell-side advisory different fee structures can be used, such as 

performance-based fee.

Legal fee
Negotiable depending on the lot size. Legal fee is generally 20 basis points of the sale or 

acquisition price.

Tax on transaction Transfer tax is 6% on existing properties and 0% on new developments.

Loan terms Senior debt generally available up to 65% of the value.

Borrowing rate Typically EURIBOR plus margin (from 170 basis points).

Mode of payment Payments made through a notary according to amortisation schedule and loan term.

Typical Leasing Terms

Rent quotation Rents are quoted as net rentals in € per sq m per annum excluding VAT.

Lease term The length of leases is negotiable and can be of any length, but five to ten years is standard.

Frequency of payment Rent is generally payable quarterly in advance.

Free rent
A free rent period is very common, but the amount varies greatly on the type of building, location and length 

of lease.

Deposit

Normally, parties agree to a bank guarantee of three months’ rent and three months’ service charges plus 

VAT. In some cases, the tenant makes a deposit. The amount of the bank guarantee that the landlord requires 

sometimes depends on the financial strength of the tenant but a three-month obligation is typically minimum 

or standard. Generally, a Dutch bank account is required.

Rent reviews

Market Rent Reviews: not included in the standard lease agreement. Rent Escalation: Indexations take place 

annually in accordance with the annual CPI, Consumer Price Index, series for all households (2006=100), 

published by Statistics Netherlands, and start one year after the lease commencement date.

Renewals
The standard lease does not include tenant-only renewal options. However, for most leases of five to ten 

years an option to extend for five years can be negotiated. Such option applies to properties of all sizes.

Right to sublet
In recent years, subleasing has become more common. It usually requires landlord approval according to 

ROZ.

Breaks Break options are negotiable, but are not included in the standard lease agreement.

Fit-out

Traditionally, the landlord provides painted perimeter walls and ceiling tiles with lighting, whereas the tenant 

pays for partitions, carpeting, unit air conditioning and above-standard improvements, such as marble 

flooring, panelled walls, etc. Sometimes the landlord builds the space to suit the tenant, and then recovers 

the costs in the rent; however, this is negotiable and varies by landlord. Fit-out costs for Class A or Prime 

buildings in the Netherlands normally range from €750–1,000 per sq m including construction, furniture, 

wiring, design fees, etc., for a lettable floor area of 5,000 sq m.

Agent fee

New Lease and Sublease: The represented party pays 12.5–18% of the first year’s rent, sometimes subject 

to a minimum. Generally, 21% VAT applies.

Lease Renewal: The tenant typically pays 10–12% of the first year’s rent, sometimes subject to a minimum.

For tenant representation, different fee structures can be used, such as a performance-based fee.
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Land System

Land ownership and land use tenure 

Land ownership in the Netherlands is recorded by 

the Land Registry (“Kadaster”), which provides a 

legal guarantee to the title of the property. The Land 

Registry is an independent public body that records 

administrative and spatial data on property and the 

rights involved.

Land use tenure is either freehold or leasehold. 

• Freehold is the most common land ownership 

structure in the Netherlands

• Leasehold may apply in larger cities, depending 

on the property’s location and construction 

date. In case of leasehold the local government 

(municipality) remains the legal owner of the land

A ground lease is a property right (i.e. a right 

connected to the land, not the person occupying the 

land) and can be transferred from one person to 

another without the need of permission of the owner 

of the land. The lifetime of a ground lease is divided 

into administrative periods of which the length may 

vary per municipality. At the end of a period of lease 

the ground rent is revised according to the current 

land value and ground rent rate. The ground rent is 

typically based on land value and the ground rent rate 

is related to the interest rate in the capital market.

Land sales system

Land sales take place through public auctions, tenders 

or public offerings. 

Land use

A land use plan is comprised of policies and 

regulations of the underlying area and a planning map 

including different zoning areas. Zoning restrictions are 

imposed by the local government (municipality).

Property ownership

There are several forms of property ownership in 

the Netherlands, from absolute/full ownership to 

leasehold. The category of ownership is registered 

with the Land Registry and any sale or mortgage of the 

property will also be registered. The Land Registry is 

a public register responsible for maintaining details of 

land and property ownership in the Netherlands.

Full ownership (Eigendom): Permanent and 

absolute ownership of land and all assets, including 

all buildings and underground structures (with 

the exception of utility cables and pipelines). Co-

ownership is also possible, co-owners have the right to 

dispose of their share of the property, however the sale 

or transfer of a share will be subject to agreement of 

the other owners.

 This is a common way to hold 

property in the Netherlands. A leaseholder has the 

right to hold and use property in the same way as a 

full owner. A leasehold is normally for a term of 50 or 

100 years, however it can also be perpetual. 

 The right to have 

and benefit from buildings, constructions or plants in, 

on or above an immovable thing owned by someone 

else. A right of superficies may in addition serve to 

obtain the ownership of pipes, cables and tubes under 

or above someone else’s land.

 Infers the 

right to private use of a unit and rights to access 

and use communal areas. There are also shared 

obligations in relation to the communal areas and 

facilities; apartment right owners are jointly financially 

responsible for the maintenance of the building 

structure and communal areas. 

Foreign Investment

The Netherlands does not place any restrictions on 

foreign ownership.

Investors may consult the Ministry of Economic Affairs 

and the Netherlands Foreign Investment Agency 

(NFIA) for investment information and information 

on subsidies. The NFIA is established for the specific 

purpose to facilitate foreign companies to invest in 

the Netherlands. In addition, regional development 

agencies (e.g. Amsterdam In Business, Rotterdam 

Partners, etc.) have been established to provide more 

specific information on the local business climate.

The Netherlands is a member state of the European 

Union and the Economic and Monetary Union, 

and therefore the Euro is the national currency. The 

Eurozone adopts a single monetary policy for the 

respective member states. 

The Netherlands has a liberal policy toward foreign 

direct investments. There are no restrictions on foreign 

investments, and foreign companies may freely 

repatriate capital, profits, royalties and fees. There are 

no exchange controls.

Market strengths

• The Netherlands has an efficient, open economy, 

with a strong international focus

• Rotterdam is Europe’s largest seaport and serves 

as a gateway function for the continent

• Highly skilled workforce and respected higher 

education system (with three universities in the 

top 50 universities in Europe according to the QS 

World University Ranking 2015/16)

• Innovative and vibrant start-up scene

• High labour participation

Property Taxes

Taxation on owners

Property tax is deductible for corporate income 

tax purposes. The property tax is charged to both 

the landlord and the tenant. The tenant pays 

approximately 45%, the landlord pays approximately 

55%. The tax rate differs per municipality and is 

determined on an annual basis. The tenant pays its 

portion of the property tax directly to the municipality.

Taxation on transfer 

In the Netherlands, a transfer tax of 6% of the 

purchase price is levied on existing properties. New 

developments are exempt from transfer tax. For owner-

occupier residential properties, transfer tax is 2%.

Capital gains are regarded as taxable profits and are 

subject to the corporate income  

tax rate.

There is no stamp duty.

Netherlands contact details:

Head of Research, Continental Europe

t: +31 20 626 26 91

e: jos.tromp@cbre.com 

 

 

 

 

 

 

Capital Markets

Erik Langens

Executive Director, Investment Properties

t: +31 20 204 42 59

e: erik.langens@cbre.com

Bart Verhelst

Executive Director, Investment Properties

t: +31 20 204 42 55

e: bart.verhelst@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

NIGERIA

Abuja

Shopping  
Centres

Lagos  Property  
Funds Property Companies 

(REITS)

Hotels

LOW

LOW

LOW

HIGH

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.

National Statistics

Nigeria 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 182.2 187.0 191.8 196.8

GDP Growth (real, year-on-year) 2.7% 0.7% 2.4% 3.7%

GDP Per Capita (real, USD) 2,548.2 2,499.5 2,493.3 2,521.2

Interest rate, long-term, end of period 16.6% 16.9% 18.2% 17.9%

Fixed Asset Investment (real, year-on-year) 0.6% 0.9% 1.4% 2.3%

Exchange Rate (Naira per US$)* 197.8 218.2 278.6 318.3

Unemployment Rate 27.3% 28.3% 28.7% 28.2%

FDI by Region of Origin  

(2010 - 2012)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, UNCTAD, 2016

Source: Oxford Economics, August 2016

*Actual rate of exchange may be significantly different. 
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Typical Sale and Purchase Terms

Price quotation
 US$. 

Residential: Naira (N).

Agent fee 1% - 2.75% by both buyer and seller depending on the value of the property.

Legal fee

5% payable by buyer.

5% payable by seller.

These are maximum fees and may be lower for high value transactions.

Tax on transaction

VAT: 5% payable by buyer and seller on agent fees.

Capital Gains Tax: 0.5% payable by seller – Paid on gain made on property value after sale.

Stamp duty: 0.5% payable by buyer.

Consent fees: 1.5% payable by buyer

Registration fees: 0.5% payable by buyer

Consent fees for all mortgage transactions, unless otherwise expressly directed by the Governor shall be 

0.25% of consideration.

Loan terms
 5 – 7 years with option to extend or same period – equity 50%.

Residential: Maximum of 20 years with minimum of 10% of value as equity.

Borrowing rate

Finance for real estate is done in local currency with interest rates ranging between 15% and 28%. The 

Central Bank of Nigeria has restricted dollar financing by local banks to individuals or firms without dollar 

incomes.

Internationals or those with dollar incomes have access to dollar financing – interest rate 10% (Nigeria 10 

year Eurobond +2%).

Mode of payment
 Monthly instalment with balloon payment at end of loan period. Option to refinance.

Residential: Monthly instalments.

Typical Leasing Terms

Rent quotation

Retail: Generally, rents are quoted as net rents in US$/m²/month, and are payable in Nigerian Naira ( ) at 

the prevailing interbank exchange rate on the date of payment.

Industrial: Rents are generally quoted in Naira ( )/m²/annum.

 Rents are generally quoted in Nigerian Naira ( ) or US$/m²/annum. Rents are quoted as exclusive of VAT 

and include Withholding Tax. The tenant is expected to pay Withholding Tax (10%) and VAT (5%) on the rent.

Lease term Leases are typically for 2 – 5 years. Anchor tenants in retail: long-term leases – 10 years.

Frequency of payment

Retail: Payable quarterly, bi-annually or annually in advance. For anchor tenants, rent is paid monthly.  

The preferred option is indicated by the tenant. Rent is payable from the lease commencement date.

Industrial: Rents are payable in advance for the entire lease term which can range from 2 to 5 years. 

However, lease terms are usually 2 years.

 Rents are normally payable annually or two to three years in advance. However, some international 

developers are now accepting quarterly or bi-annual rental payments.

Free rent

Retail: Rent free periods are usually the beneficial occupation period when the tenants are fitting out their 

shops which typically lasts for 30-90 days. Concessionary rent (free rent) is not usual, but in certain instances 

one month may be negotiated with the landlord’s consent.

Industrial: Rental concessions, rent free periods and rent escalations are not typically practiced.

 Not usual but it is a slowly developing trend.

Deposit

Retail: 3 month’s gross rent. Alternatively, a bank guarantee from a reputable bank for the total sum of the 

rental for the last quarter of the lease term. A service charge deposit equal to the service charge of the last 

quarter of the lease period is payable by the tenant (Bank guarantee does not apply). In addition, the tenant 

pays an initial rent and service charge amount for the first 3 months of the lease in advance, on or before the 

possession date.

Industrial: Not typical practice in the industrial market.

 Not typical practice in the office market.

Land System

Land ownership and land use tenure 

The Land Use Act of 1978 adopted all land as state 

land, with the Governor of the state responsible for 

the management of this land on behalf of the people. 

Therefore, land cannot be owned privately.

Land sales system

Sale of property does not involve actual selling and 

purchasing. There is only the transfer of rights from 

one person to another. This transaction is usually 

called an “assignment”. The seller assigns the rights 

to use and occupy the land to the buyer. After the 

transaction, the buyer applies for a new statutory 

certificate under his name. In this case, the seller acts 

as the assigner and the buyer is the assignee.

Land use

With regard to change of use, the Ministry of Planning 

and Urban Development has explained that an 

embargo on ‘Change of Use’ has subsisted since 

2006/2007. However, a process involving putting 

in an application for ‘planning information’ is the 

appropriate way to conduct a change of use. This 

will involve the applying for ‘planning information’ 

from the Honourable Commissioner in which the 

new intended use of the property is outlined. The 

commissioner then forwards this application to the 

appropriate department for confirmation as to whether 

the new, intended purpose for the building conforms 

to the general plan for the location where the building 

is located.

Rent reviews
 Escalation on annual basis.

Industrial: Escalation not typically practiced. 

Renewals

Retail: The tenant has an option to renew at the approved rate by the landlord if specified in the lease 

agreement.

Industrial: The tenant has a right to renew at market rental rate if specified in the lease agreement.

 The tenant has a right to renew at market rental rate if specified in the lease agreement at a pre-

agreed escalation rate.

Right to sublet

Retail: The tenant is not permitted to sublet the whole or any part of the premises unless with the prior written 

consent of the landlord.

Industrial: Parties normally agree that subletting is allowed only with the landlord’s consent.

 Parties normally agree that subletting is allowed only with the landlord’s consent and approval, 

which is normally not unreasonably withheld.

Breaks

Retail: Termination or breaks occur only with long-term leases such as 10 years. Such leases usually exist 

with anchor tenants.

Industrial: Terminations are rare except occasionally with long-term leases where break clauses are included 

in the lease agreement. Warehouse space is scarce and so tenants usually hold onto space as long as they can.

 Terminations are rare except occasionally with long-term leases where break clauses are included in 

the lease agreement.

Fit-out

Retail: One month’s rent for the first year of the lease period serves as fit-out deposit payable by the tenant. 

This is reimbursed to the tenant if there are no damages during the fit-out. In the event that damages occur, 

the cost of repairs is deducted from the fit-out deposit. Fit-out costs are borne solely by the tenant.

Industrial: Typically, spaces are delivered unimproved and the tenant bears responsibility for the full fit-out of 

the premises. Landlords rarely provide turnkey options or fit-out allowances.

 Typically, spaces are delivered in finished condition but still require tenants to complete a full fit- 

out and internal partitioning. The tenant generally bears responsibility for the full fit-out of the premises. 

However, landlords are beginning to consider space fit-out allowances as an incentive to attract tenants. 

Agent fee

Retail: The landlord is typically responsible for the agent fees, which include net rentals, operating costs and 

rates and taxes charged to the tenants in the lease agreement but exclude utility charges.

Industrial: Tenants are responsible for all agent fees related to the leasing of space. The tenant pays their 

agent and in the case where the landlord has an agent, this agent is also paid by the tenant.

 Tenants bear the responsibility of paying all agent fees for a transaction. This includes fees for 

agents that represent them and also the fee for the landlord’s agent, in cases where the landlord has retained 

one. Landlords rarely appoint agents on an exclusive basis.
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Property ownership

The Governor’s consent is needed for the assignment 

of title to use, occupy, and improve property with a 

statutory certificate. This certificate does not include 

rights to sell, give or sub-let, which requires further 

consent from the State Governor.

Foreign Investment

Foreigners can obtain leases from the State for a 

maximum of 99 years for the use of land. It is stated 

that there is a right to renew, however the first round of 

99 year lease renewals are yet to occur. It is therefore 

difficult to determine whether or not the renewal 

process is robust or not.

Nigeria has Double Taxation Agreements with UK, 

France, Netherlands, Belgium, Pakistan, Canada, 

Czech Republic, Philippines and Romania. There are 

currently negotiations with Turkey, Russia, India and 

South Korea. 

Investment Promotion and Protection Agreement: 

In effort to foster foreign investors’ confidence 

government enter into bilateral investment promotion 

and protection agreements with countries that 

do business with Nigeria. These agreements help 

to guarantee the safety of the investment of the 

contracting parties in the event of war, revolution, 

expropriation or nationalization. It also guarantees 

investors the transfer of interests, dividends, profits 

and other incomes as well as compensation for 

dispossession or loss. To this end, Nigeria has 

concluded and signed agreements with: France, 

United Kingdom, Netherlands, Romania, Switzerland, 

Spain, South Africa etc. Negotiations with the United 

States of America, Belgium, Sweden and the Russian 

Federation are at various stages.

The Nigerian Investment Promotion Commission Act 

guarantees that no enterprise shall be nationalized or 

expropriated by any government in Nigeria.

Under the provisions of the Foreign Exchange 

(Monitoring & Miscellaneous Provision Act No. 17 

of 1995), foreign investors are free to repatriate 

their profits and dividends net of taxes through an 

authorised dealer in freely convertible currency.

Market strengths 

• Although transparency in the real estate 

sector remains an issue; the sector is growing, 

both in terms on the number of transactions 

and transaction volumes. Opportunistic and 

development funds have been investing in 

Nigerian property, recognising the demand-supply 

imbalance. To date, most of the investors who are 

active in the country are either local players or 

foreign funds that specialise in Africa

• The Nigerian real estate investment market only 

recently started opening up to larger international 

institutional investors. Currently, the majority 

of investors largely operate within the primary 

markets, developing their own assets to hold for 

growth or sale to another investor over a three to 

five year period

• Despite the strong fundamentals and investment 

interest, restrictive measures to capital inflow and 

outflows is seen as a risk to investing in real estate

Property Taxes

Taxation on owners

Land tax: This occurs when real property is 

transferred, before the governor grants his consent 

in accordance with the Land Use Act of 1978, the 

property owner has to pay some charges to the state 

government.

Ground rent: Vary by location and based on 

Government land valuations.

 Vary by location and based on 

Government land valuations.

Taxation on transfer 

Capital Gains Tax: 0.5% payable by seller – Paid on 

gain made on property value after sale.

Stamp duty: 2% payable by buyer.

Registration fee: 0.5% payable by buyer.

Consent fee: 1.5% payable by buyer.

VAT: 5% payable by buyer and seller on agent fees.

Agent fees: 1% - 2.75% by both buyer and seller 

depending on the value of the property.

Legal fees: 7.5% payable by buyer, 5% payable by 

seller.

 Buyer 21% - 23% of value. 

Seller 6% - 8% of value.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Nigeria contact details:

Elaine Wilson

Divisional Director Research

Broll Property Group

t: +27 11 441 4083 

e: ewilson@broll.com

Capital Markets

Bolaji Edu

CEO

Broll Nigeria

t: +234 1 270 1890

e: bedu@broll.com.ng

NIGERIANIGERIA



EMEA INVESTMENT GUIDE 2016

© CBRE Limited 2016

EMEA INVESTMENT GUIDE 2016

141140 CBRE Research

Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

NORWAY

Oslo

Institutions

Development  
Land

Hotels

Private 
Investors

Shopping  
Centres

Oslo  Property  
Companies

European
Property Funds

Non - European
Property Funds

Property  
Funds

European
Property Companies

Non - European
Property Companies

Distribution  

HIGH

HIGH

HIGH

LOW

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.
2,3 Source: CBRE Research, 2016.

National Statistics

Norway 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 5.2 5.2 5.3 5.3

GDP Growth (real, year-on-year) 1.7% 0.9% 1.2% 1.7%

GDP Per Capita (real, USD) 89,607.3 89,497.4 89,714.2 90,440.1

Interest rate, long-term, end of period 1.5% 1.4% 1.8% 2.7%

Fixed Asset Investment (real, year-on-year) -4.3% 0.7% 4.2% 4.1%

Exchange Rate (Kroner per US$) 8.1 8.4 8.4 8.2

Unemployment Rate 4.4% 4.7% 4.3% 4.2%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Typical Sale and Purchase Terms

Price quotation
Gross property value (before deductions for latent tax and balance sheet adjustments).

NOK per gross sq m (GFA).

Agent fee Between 0.5% and 1.0% of gross property value. 

Legal fee Paid on hourly basis. Typically between NOK 2,000-5,000 per hour.

Tax on transaction

2.5% stamp duty on property transactions. However, majority of transactions are structured as share 

transactions, which are exempt of the stamp duty tax. Capital gains tax currently at 25% is payable by the 

seller at the end of the fiscal year.

Loan terms
3-5 year term.

Between 50% and 70% LTV ratio.

Borrowing rate
Credit margin ranging from 130-200 bps. Floating interest rate (3mnth NIBOR). Banks would typically 

request partial hedging through interest SWAPs. 

Mode of payment

Balloon payment (with 1-2% annual amortization on high LTV ratios). Bullet debt also available on lower LTV 

ratios and properties with very strong covenants and long lease terms.

Bond financing is an attractive option for borrowing amounts in excess of NOK 200 million

Typical Leasing Terms

Rent quotation
NOK per sq m (GFA) per annum. Rents are typically quoted as net rent excluding of VAT and other outgoings 

/ common costs.

Lease term

Office 3 – 5 years.

New builds 10 years.

Retail 3 – 7 years.

Industrial and logistics 5 – 15 years.

Frequency of payment Quarterly in advance.

Free rent Not common market practice, however when adopted it typically ranges between 0 and 6 months. 

Deposit Typically 6 – 12 months.

Rent reviews
Annual rental uplift typically as 80-100% of CPI.

Adjustment to market upon extension.

Renewals Common, typically 3 or 5 years.

Right to sublet Common, with landlord approval. Landlord cannot withhold approval without a valid reason.

Breaks Early termination is negotiable, but not common. 

Fit-out
Standard fit-out is a Landlord cost – any tenant specific fit outs are usually paid as an investment rent over the 

lease term.

Agent fee 12% - 15% of first year rent.

Land System

Land ownership and land use tenure 

The vast majority of land in Norway is held under 

freehold title, however some leasehold titles do occur. 

The Norwegian land system is considered to be well-

functioning. The judicial registry systems are handled 

by The Norwegian Mapping Authority, and consist 

of two main elements: The Land Registry, and the 

New Cadastre. Following the general transparency 

of the Norwegian government, the land register lists 

ownership and encumbrances such as mortgages, 

leasing rights, pre-emptive purchasing rights, and 

so on and is available as an online web service for 

Norwegian citizens. Details of physical aspects relating 

to a property, such as borders, areas, buildings 

and addresses, are registered in the New Cadastre 

property register, this is maintained by the individual 

municipalities, and based on the German tile system.

Land sales system

Land is typically sold through tender or private treaty 

agreements between private entities or entities owned 

by the government. 

Land use

The Norwegian land system is built around national 

and regional cooperation. The Government and the 

Norwegian Parliament (NO:Storting) define national 

objectives, while the municipal and county authorities 

develop regional solutions on the basis of local 

conditions. The Ministry of Climate and Environment 

sets national targets and guidelines for land-use 

planning in Norway. Any conflict with these targets 

or guidelines must be settled by the Ministry. In some 

cases, the Ministry of Environment can itself draw up 

the provisions for land use in local authority and local 

area plans. All property development must be carried 

out in accordance with national and local government 

standards and regulations.

Property ownership

The Norwegian concessions act regulates transfer of 

ownership of Real Estate in Norway. Most acquisitions 

of commercial property and land do not require a 

prior concession from the state. Companies must, 

however, obtain a concession to acquire rights to 

own or use specific kinds of real property; including 

forests, mines, tilled land, and waterfalls. Furthermore, 

concessions are needed in order to acquire land to 

be used for agricultural purposes and built-up areas 

greater than 100 decare (100,000 sq m) as well 

smaller built-up area if the area comprises of crop 

land greater than 25 decare. It is important to note 

that for most type of commercial property and land 

acquisitions no concession is required.

Foreign Investment

As an EEA signatory, Norway continues to liberalise its 

legislations to conform more closely to EU standards. 

Norway welcomes foreign investments as a matter 

of policy and generally grants national treatment to 

foreign investors. Foreign investors may generally 

own real property, though ownership of certain real 

assets is restricted, such as forests, waterfall rights 

and agricultural land. Investment applications, when 

required, are processed by the ministries concerned. 

For instance, the Ministry of Trade Industry and Fishery 

handles the applications to acquire real assets when 

such permissions are required.

Norway maintains an open and effective legal and 

judicial system that protects and facilitates acquisition 

and disposition of rights in property, including land, 

buildings and mortgages. The system for recording 

interests in property is recognized, reliable and readily 

available.

There are no special incentives for foreign 

investors. However, the general incentives for 

Norwegian industry apply to both national and 

foreign investments. The Norwegian state and the 

municipalities control a wide range of different 

economic incentives. In general, the incentives 

are primarily for scarcely populated districts and 

economically challenged areas.
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Norway has no currency restrictions, and no licensing 

requirements are in force. Reporting requirements for 

international payments and financial transactions are 

generally taken care of by the transaction bank. 

Market Strengths 

• Norway has a stable and predictable political 

environment with high degree of transparency. 

Norway is ranked 9th out of 190 countries in 

World Bank Groups “Ease of Doing Business 

Report 2016”

• From a macroeconomic point of view, the 

Norwegian economy is strong with low levels 

of debt and significant budget surpluses. The 

Norwegian foreign wealth is the largest in the 

world thanks to Norway’s natural resource base, 

standing at over NOK 7,000 billion (€750 billion) 

• Norway has one of the highest workforce 

participations rates in the world standing above 

80%, while the registered unemployment rate is 

amongst the lowest in the world at 3.3%

• Norway has a high standard of living with the 

second highest purchasing power in Europe after 

that of Luxemburg and the 6th highest in the 

worldwide

• The commercial real estate market is strong 

having witnessed the strongest investment year 

ever recorded in 2015, as market liquidity and 

transparency continues to improve

Property Taxes

Taxation on owners

Positive income derived from real estate situated in 

Norway will be subject to Norwegian corporate tax - 

currently standing at 25% - regardless of investment 

structure. The tax rate of depreciation for office 

buildings is 2% on a declining balance method. For 

warehouses and production facilities the rate is 4%. 

Additionally, fixed technical installations in the building 

are depreciated at a rate of 10%. A part of the 

investment must be allocated to land, which is non-

depreciable. Up until 2013 Norwegian tax legislation 

allowed a full interest deduction providing the interest 

rate was at arm’s length and the company was 

reasonably capitalised.

In 2014 a new rule concerning deduction of net 

interest to related parties entered into force, “The 

Limitation Rule”, which limits the allowed interest 

deduction paid to a related party to 30% of EBITDA 

calculated for tax purposes. 

Corporate tax rate: Corporations and branches 

of foreign companies pay a flat national tax of 25% 

on net taxable income as of January 1st 2016. The 

decrease of 2 percentage points is in line with the 

announced policy from the conservative coalition 

government. The current government indicates a 

further reduction of both the corporate and personal 

tax rate to 22% by 2018.

Due to the extraordinary profit associated with 

recovering petroleum resources, the Petroleum 

Taxation Act levies an additional special tax on this 

type of commercial activity. Petroleum companies 

operating on the Norwegian continental shelf pay 

an additional tax of 53% (up 2 pp from 2015) - on 

top of the 25% - on income derived from extraction 

and processing of petroleum resources and pipeline 

transport. The additional tax applies only to the 

extraction of oil.

Property tax: Property tax does not apply in all 

municipalities– 355 out of 428 municipalities in total 

as of year-end 2015 have adopted the property tax 

rate has been adopted. Rates range between 0.2% 

and 0.7%. Property tax is currently being implemented 

in Oslo with a rate of 0.2% starting from January 

2017. Other major Norwegian cities already have 

a property tax, the rate currently stands at 0.4% in 

Stavanger and 0.5% in Bergen. 

VAT: Applies at each stage of production and 

distribution of goods and services, and the standard 

rate applies at 25%. Reduced rates apply to 

food (15%) and passenger transportation, hotel 

accommodation and cinema tickets (10%).

Taxation on transfer

Capital gains tax: An investor may sell the property 

by selling the shares in the property owning company 

or the shares of the acquisition vehicle. Sale of 

shares is tax exempted for a Norwegian company 

shareholder, and is normally not taxable for a foreign 

shareholder. An asset sale will trigger a 25% taxation 

of the capital gain. In the event of a share deal, 

the purchase price of the shares will be deducted 

by a fraction of the latent tax liability. Typically, the 

deduction is 7-12% (depending on type of property) of 

the difference between tax book value and the gross 

property price. 

Stamp duty: Stamp duty of 2.5% is levied on transfer 

of real property. The purchaser is liable to pay the 

stamp duty. Except from stamp duty no other special 

tax is levied on the transfer of real property. However, 

in the majority of commercial real estate transactions 

in Norway, the property itself is not transferred, rather 

transactions are structured as share deals; such that 

assets are held in an SPV and the shares in the SPV 

are sold instead. In such transactions stamp duty is not 

applicable.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Norway contact details:

Head of Research

t: +47 40 00 57 66

e: igor.petkovic@cbre.com

Capital Markets

John Olof Solberg

Managing Director, Investment Properties

t: +47 40 00 57 66

e: jos@cbre.no
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

POLAND
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MEDIUM

MEDIUM

MEDIUM

1  Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.

National Statistics

Poland 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 38.0 38.1 38.1 38.0

GDP Growth (real, year-on-year) 3.5% 2.9% 3.2% 2.9%

GDP Per Capita (real, USD) 14,522.9 14,937.0 15,421.5 15,866.1

Interest rate, long-term, end of period 3.0% 3.2% 3.9% 5.0%

Fixed Asset Investment (real, year-on-year) 6.0% -0.3% 2.7% 2.9%

Exchange Rate (Zloty per US$) 3.8 4.0 4.1 4.0

Unemployment Rate 10.5% 9.2% 8.4% 7.7%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Typical Sale and Purchase Terms

Price quotation EUR based on net lettable or sellable area

Agent fee Depends on the transaction value

Legal fee Depends on the transaction value

Tax on transaction

Depends on taxes:

• Asset deal 23% VAT

• Share deal 1% PPC of price of shares

Loan terms 5 year to 7 year term, 50-70% LTV ratio.

Borrowing rate 2%+ margin over EURIBOR index (applied only for positive values).

Mode of payment
For commercial property loans, there are different types of payment method depending on agreement  

with a lender.

Typical Leasing Terms

Rent quotation Rent is usually quoted net in EUR and payable in PLN.

Lease term

 3-7 years.

Shopping Centres: 5-10 years.

Industrial: 3-7 years for typical lease agreements, 5-10 years for industrial space and logistics space 

requiring considerable financial resources for adaptation.

Frequency of payment Monthly in advance.

Free rent

 Periods range from 3-9 months, depending on the lease length, and the Landlord’s contribution to 

fit-out and other capital costs.

Shopping Centres: Periods range from 3-9 months, depending on the lease length, and the landlord’s 

contribution to fit-out and other capital costs.

Industrial: 1-2 months per annum, depending on the lease length.

Deposit

 3-6 months’ rent or a bank guarantee.

Retail: 3 month’s rent or a bank guarantee.

Industrial: 3-6 months’ rent cash deposit or a bank guarantee, larger deposit for industrial space and 

logistics space requiring considerable financial resources for adaptation.

Rent reviews  No escalation for lease term less than 5 years. Agreed rent for longer lease term.

Renewals
Fixed term leases may incorporate an automatic renewal clause that requires 6-12 months’ notice for 

termination or an usual renewal option dependent on the intention of the parties.

Right to sublet Subleasing is subject to the Landlord’s written consent and is sometimes restricted.

Breaks

 Options to terminate are more common in fixed-term leases over 10 years although, shorter leases 

sometimes include a break option which allows the tenant to end the lease with a cancellation penalty.

Retail: Breaks options are reserved for anchor tenants after 3/5 years if they are below agreed level of 

turnover.

Industrial: Options to terminate are more common in fixed-term leases over 10 years although, shorter 

leases contracts can sometimes include a break option which allows the tenant to end the lease with a 

termination penalty.

Fit-out

 €200 - €250/ sq m for A-class office buildings in Warsaw

€100 – 200/ sq m for A-class office buildings in Regional Cities

Retail: €50 – €1,000

Industrial: Usually on tenant side. Landlord can offer cash contributions which can be used for fit out or 

relocation purpose

2-3 monthly rents payable by party mandated from the agency (landlord or tenant representation).

Agent fee

 New lease between 12% – 16% of the annual rent paid by Landlord or tenant

Renewal 8.33%-15% paid by Tenant

Retail: 12% – 16% of the annual rent paid by the Landlord.

Tenant representation between 16.6% - 24% of the annual rent paid by tenant.

Industrial: 12% – 25% of the annual rent, usually paid by Landlord or tenant. Renewals 8% – 12% based on 

savings achieved paid by the tenant

Land System

Land ownership and land use tenure 

There are various types of rights in rem (both limited 

and not) regulating the rights to property in Poland. 

The most recognizable of them are the following:

a)  Freehold ownership ( ) gives the 

broadest scope of rights for property in Poland. 

It gives the rights to the owner in terms of use, 

manage, usufruct and dispose of the property. 

b)  (

) is a long term quasi-ownership 

relationship between the tenant (natural person or 

a legal entity) and State Treasury or municipality 

unit which substance is land (as defined in polish 

Civil Code – “a part of the earth’s surface 

constituting a separate object of ownership”). It’s 

usually established for a period of 99 years, in 

exceptional cases the contract may be concluded 

for a shorter period (minimum 40 years). On 

tenant’s request it shall be also extended for 

another period – only in exceptional cases of 

public interest may it not be extended. It allows 

the holder to manage the land; to build; and own 

a building upon land which is publicly-owned. 

It’s also transferrable. It is the second strongest 

proprietary right after ownership. With perpetual 

usufruct rights are linked two mandatory fees 

apply:

 – Initial fee (15-25% of the price of the property) 

is payable by lessor to the entity granting 

perpetual usufruct right and should be paid 

before signing the notarial agreement (doesn’t 

apply on the secondary market)

 – Annual fee (3% for commercial property or 1% 

for residential use) 

The important part of the perpetual usufruct right is 

the contractual obligation of the tenant to develop 

the land. The contract shall determine the manner 

and period within which the land shall be developed, 

the purpose of granting the perpetual usufruct right is 

to impose such contractual restrictions. The term for 

starting and/or completing the construction works shall 

be determined as well.

Land sales system

Investors can acquire privately owned land by private 

negotiation between the two parties (buyer and seller). 

This is common for the transfer of land designated for 

commercial use. There are several cases where pre-

emption rights may be applied, for advantage of State 

Treasury or municipality. In such cases however, the 

market value of the agreed price is applied.

Government land is sold by public auctions or official 

tenders held by competent authorities. The most 

common business transactions involving lands consist 

of a land sale, transfer of land to a legal entity as an 

in-kind contribution or sale of share in a company 

owning lands (share deal).

Land use

Land development in Poland is restricted by Local 

Master Plans (LMP) or Local Zoning Plan, where LMP 

is treated as the overriding document in terms of land 

development. All developments in Poland require 

environmental impact assessment and development 

and building permissions granted by competent 

government authorities.
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Property ownership

Property ownership in Poland is disclosed in the 

land and mortgage register ( ) and 

kept in district courts registers. Property ownership 

is in the form of single ownership or co-ownership. 

Encumbrances (such as right of ways, easements, bank 

mortgages, or contractual obligations) can also be 

reviewed in the register.

Foreign Investment

The general rule is that foreigners from European 

Union or Switzerland are allowed to buy property in 

Poland. A permit from the Minister of Internal Affairs 

was required to acquire agricultural and forest land 

during the period of 12 years from Poland’s accession 

to the European Union (till 1st May 2016). As a 

consequence, investors from Europe can easily acquire 

commercial property in Poland. 

Poland is perceived as one of the fastest-growing 

countries among Europe. The government’s policy 

promotes foreign investors through offering various 

types of economic and financial incentives. Foreign 

investors in Poland may obtain various investment 

incentives, in particular: 

• Governmental Grants from national programs 

supported by European Union funds provided on 

the basis of Programme for supporting investment 

of major importance to the Polish economy 

for years 2011 – 2020, for manufacturing 

(especially in automotive electronics, aeronautics, 

biotechnology), business services, research & 

development and environmental projects

• Income tax exemption in Special Economic Zones

• Property tax exemption

Foreign exchange transactions with the European 

Union, OECD, European Economic Area countries 

are generally not restricted. Nevertheless, there are 

a number of transactions with other countries, which 

require individual permits issued by the president of 

the National Bank of Poland.

Market strengths 

• Poland is perceived as one of the fastest-growing 

economies in Europe which is supported through 

EU funding. EU structural and cohesion funds 

are a substantial contributor to overall investment 

growth

• Stable economic growth is driven mainly by 

domestic demand and is supported by increasing 

labour market, optimistic consumer sentiment and 

good business environment

• Poland registers a high level of foreign direct 

investment due to relatively low cost of labour, 

development of road infrastructure and convenient 

location in central part of Europe

• Poland labour market offers investors access to a 

qualified labour force and good educational base

Property Taxes

Taxation on owners

The property tax is a local tax, cost level of which is 

determined by local authorities within the statutory 

frames. Subject of property tax are lands, buildings 

and part of the buildings. The rate is paid by owners, 

owner-like possessors and perpetual usufructuaries of 

lands. The taxable base for all buildings is the usable 

area of the building. For land, it is area of the land. 

The following tax rates represent values for Warsaw in 

2016:

• Land – 0.89 PLN per sq m

• Commercial buildings – 22.86 PLN per sq m

• Buildings or parts of buildings associated with 

conducting an economic activity – 2% of their 

book values

Taxation on transfer 

Taxation on transfer of rights to property depends on 

the type of property; the type of economic activity 

conducted at the property; and the buyer’s legal 

status. The transfer of property rights may be subject 

to various kinds of taxes such as VAT (value added 

tax), CIT (Corporate income tax), PIT (Personal 

Income Tax) or tax on civil law transactions. The most 

recognizable taxes which are or may be applicable to 

property transactions in Poland are:

a)  VAT (Value added tax): The rate depends on 

the good which is subject of transaction and it 

varies from 0% to 23%. The rate for majority 

of properties is 23%. However, for entities 

carrying out property transactions subject to VAT, 

transactions are considered VAT-neutral. Sales 

of property can be either taxed or exempt from 

VAT. It all depends on the type of the transferred 

property; the date of its settlement and whether 

the seller had the right at its acquisition to 

deduct input tax. In special circumstances, the 

transaction may be beyond the scope of the 

VAT – when a property is a component of the 

assets of a company transaction. A property 

sale is exempt from VAT if two years have lapsed 

since that property’s first occupation. The sale of 

undeveloped land (other than the construction 

area) is also exempt from VAT.

b)  The tax obligation 

arises the moment the legal transaction is 

finalized. Statutory regulations determine which 

party is obliged to fulfil the tax duty. When the 

purchase contract is concluded, the acquiring 

party is the taxpayer. The taxpayer is solely 

responsible for calculating and paying the tax. 

However, polish statutory law determines that if 

the contracts are concluded in the form of notarial 

deed, the tax is payable by the notary and the 

purchaser pays the tax due to the notary when 

finalizing the transaction. The tax is calculated on 

the market value of the property transacted. The 

rate of the tax is a maximum 2% of the market 

value.

c)  CIT in Poland is 

payable at a flat rate of 19% of the net income. 

Taxable income is the taxable revenue after 

deduction of costs incurred in the generation of 

the income. In general, tax deductible costs are 

any costs aimed at generating taxable revenues 

– however many categories of costs are excluded 

and cannot be deducted. If the double tax treaties 

do not state otherwise, entities resident in Poland 

pay CIT on their worldwide income, and foreign 

entities taxation is calculated according to all 

income generated in Poland.

Polish law allows acquiring property by various types 

of corporate vehicle, what determines different rates 

and is subject to different taxes. Among them a share 

and an asset deals are most commonly used. 

Asset deal: In the case of an asset deal where an 

investor acquires a property by direct purchase and 

the vendor is not an entity carrying on a business 

activity. The tax on civil law transactions (PCC – 
) is calculated 

based on the market value and is established at level 

of 2%. If the seller is an entity carrying out a business 

activity then the value added tax (VAT) is usually 

payable with the standard rate of 23%. As a rule, 

transactions are subject to the civil law tax if they do 

not incur a VAT liability. Sales of properties (other than 

land) are exempt from VAT, after two years from the 

first occupation of the property.

Share deal: In case of a share deal, PCC (tax on civil 

law transactions) is charged at a rate of 1%, calculated 

on the basis of the fair market value of the shares. It is 

payable by the acquiring party. Similarly, if an interest 

in a partnership is purchased, PCC at 1% is calculated 

on the market value of the interest acquired.

Besides taxation, a notary fee needs to be paid. All 

transactions involving the transfer of a property need 

to be done through a notarial deed. The statutory law 

does not define which party should cover the costs 

of the notary, however customarily this is paid by the 

buyer (the parties may agree otherwise). The cost is 

dependent on the kind of transaction and may vary 

significantly – it is usually determined as a percentage 

of market value of the transaction, but never can 

exceed 10,000 PLN. 
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Poland contact details:

Head of Research & Marketing

t: +48 225448061

e: joanna.mroczek@cbre.com

Capital Markets

Sean Doyle

Head of Investment Properties

t: +48 225448086

e: sean.doyle@cbre.com

PORTUGAL
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European
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Non - European
Property Funds
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European
Property Funds

Property  
Funds

Private Non - 
European Investors

Private European 
Investors

Supermarkets

012345678
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MEDIUM
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LOW

1  Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.
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National Statistics

Portugal 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 10.4 10.4 10.3 10.3

GDP Growth (real, year-on-year) 1.5% 1.0% 1.2% 1.1%

GDP Per Capita (real, USD) 21,965.8 22,251.6 22,591.5 22,904.4

Interest rate, long-term, end of period 2.5% 3.6% 4.0% 4.4%

Fixed Asset Investment (real, year-on-year) 4.1% 0.2% 2.5% 2.2%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 12.4% 12.1% 11.5% 11.1%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation In Euros based on gross floor area for commercial property.

Agent fee
Usually the seller pays up to 3% of transaction value to its broker. The fee is negotiable, and influenced by 

market conditions and total value of the transaction.

Legal fee
Generally both buyer and seller appoint their own legal and tax representatives. Unless specified otherwise, 

each party bears its own legal costs.

Tax on transaction

On Asset Deals (acquisition of real estate) buyer is liable to Property Transfer Tax (IMT) and Stamp Duty, 

while seller is liable for Capital Gains.

On Share Deals (acquisition of shares) there is no Transfer Tax and Stamp Duty, provided the target company 

is a joint stock company. Tax over Capital Gains can be of 0% if certain conditions are met.

Loan terms For commercial properties loan period ranges between 5 and 7 years with 50-70% LTV ratio.

Borrowing rate Typically based on EURIBOR plus spread.

Mode of payment

For commercial property loans, there are different types of payment methods, including balloon payment, 

depending on the anticipated use and return of the property and other factors; amortization schedule, with a 

balloon payment at the end of period, is most common. 

Typical Leasing Terms

Rent quotation
Measurements of commercial properties are generally based on a gross lettable area (GLA), although some 

property owners occasionally quote gross construction area (GCA).

Lease term
Leases can be of any length up to 30 years. Five years is typical. Shopping Centres usually have a six years 

lease length.

Frequency of payment The tenant pays both rent and service charges monthly in advance.

Free rent
Negotiable depending on lease length, market cycle and mix of contracted rent and incentives provided. 

One month is typical for each year of the contract for office spaces with circa 500 sq m in CBD1.

Deposit
The security deposit is negotiable. In commercial leases it is usually a bank guarantee equivalent to six 

months’ rent, including office space, car parking, and service charge. 

Rent reviews
The rent review is negotiable. Typically leases include annual indexation, with escalations at 75–100% of 

government-published CPI.

Renewals The law permits parties to negotiate renewals.

Right to sublet

Subleasing is negotiable and permissible unless the tenant (i.e., the sublessor) is paying VAT on the rent. The 

VAT code stipulates that real estate lease transactions are exempt of VAT. However, in order to qualify for a 

VAT exemption waiver, several conditions have to be met, one of them being the prohibition of subletting if 

VAT is applicable to rent. When subleasing is permitted, it normally requires written landlord approval.

Breaks The law permits that parties may negotiate a leave break.

Fit-out

Landlord Work: The landlord normally provides finished open space with suspended ceilings, ceiling lighting, 

raised floors, air conditioning. For second-hand space in multi-tenanted buildings, the landlord sometimes 

includes the interior partitions and other improvements left from the former tenant.

Tenant Work: The tenant usually performs the fit-out and can choose any qualified architects, engineers, and 

contractors. Landlord requires prior approval of the fit-out and insurance.

Agent fee

On commercial leases, the landlord typically pays its agent a fee of 15% of the annual rent agreed plus VAT. 

Agents are usually instructed on an exclusive or co-exclusive basis.

Most tenants do not engage an agent to represent them. Tenant representation only happens with 

multinational corporate clients of international real estate companies, for which the tenant typically pays its 

agent a fee of 15% of the annual rent agreed plus VAT or limited to the savings achieved.
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Land System

Land ownership and land use tenure 

“Ownership right” (direito de propriedade) is the 

broadest and strongest title over land in Portugal. It 

grants its titleholder full and exclusive rights of use, 

fruition, and disposal of real estate, unlimited in time, 

within the limits of the law (comparable to “freehold 

title” in common law systems). Ownership title may 

be held individually, or on a co-ownership basis 

(compropriedade), which is less common. Freehold 

land can be freely sold and transferred. Most land in 

Portugal is private owned.

Land sales system

Most land in Portugal is transacted between private 

parties. Land sale is executed by means of a purchase 

and sale public deed executed before a Notary (or 

through a private document with certain formalities) 

and is typically preceded by a purchase and sale 

promissory agreement. Change in ownership is 

recorded at Land Registry. The land sale by the 

government is usually via public bidding.

Land use

In Portugal, planning development is effectively 

exercised at the municipal (Council) level. Each 

Council has its own municipal planning document, 

Municipal Master Plan (“PDM”), which any 

construction project must be in accordance with and 

there are defined steps to be followed for the approval 

of development projects.

The PDM essentially outlines the planning control 

strategy of the Council, by classifying and qualifying 

land uses and construction indices, taking into 

account the national, regional and local planning 

requirements. Once a PDM is in place, it is difficult to 

alter the land use designations, although it is possible. 

Such change will have to encompass a change in 

the PDM itself or the approval of a more detailed 

plan, such as the Urbanization Plan or the Detail 

Plan. In any case, any change would only take place 

with public consultation and with approval of the city 

Council assembly.

Property ownership

As for Land, “Ownership right” is the broadest and 

strongest title over real estate.

“Horizontal property” ownership (propriedade 

horizontal) or strata title is common and results 

from the legal division of a property or building into 

several units subject to separate ownership. Horizontal 

property confers its titleholder the right to exclusive 

ownership of one of the units and the right to co-

ownership over the common areas of the building 

(such as the stairs, lifts, lobbies or hallways, etc.).

Foreign Investment

There are no restrictions to foreign direct investment 

in real estate in Portugal. The mere holding of 

property assets in Portugal does not in itself imply the 

existence of a permanent establishment in Portugal 

for direct tax purposes. Direct foreign investors must 

obtain a Portuguese tax identification number and 

foreign investors with tax residence outside the EU 

must appoint a Portuguese tax resident (individual or 

legal entity) as their legal representative before the 

Portuguese tax authorities.

Portugal has two legal regimes that provide incentives 

to foreign investors: the Residence Permit Program 

(Golden Visa) and the Non-Habitual Residents regime 

(“NHR”).

The Golden Visa program allows the granting of a 

temporary residence permit for third-country nationals 

that intend to invest in Portugal. The granting of this 

permit allows for free travelling within the Schengen 

zone and for family reunification. Any third-country 

nationals can apply for Golden Visa, provided they 

are holders of a valid Schengen visa (or being exempt 

from it) or legalize their permanence in Portugal within 

90 days as of their first entry into national territory. 

The Golden Visa’s application is submitted at the 

Regional Directorate and Regional Delegations of the 

Immigration and Borders Service in Portugal.

The Golden Visa regime provides three alternatives of 

investment:

1.  Capital investment with a minimum of 

€1,000,000, which can be lower: if the 

investment is made in the acquisition of units 

in funds destined to capitalization of small 

and medium size companies (€500,000), if 

the investment is made on research activities 

(€350,000), or if the investment is made on 

artistic or cultural activities (€250,000).

2.  Creation of at least 10 jobs. 

3.  Acquisition of property above €500,000, or 

€350,000 for properties with more than 30 

years old or located in areas of urban renovation, 

in both cases provided that the properties are 

destined to urban renovation. This acquisition of 

property is by far the choice of the majority of the 

Golden Visa applicants (more than 80%).

Any third-country nationals holding a temporary 

residence permit in Portugal for at least 5 years 

(including Golden Visa) may apply for a permanent 

residence permit. The granting of the permanent 

residence permit is subject to certain requirements. 

Any third-country nationals legally resident in 

Portugal for at least 6 years (including Golden Visa) 

may apply for Portuguese citizenship/passport. The 

granting of Portuguese citizenship is subject to certain 

requirements.

The Non-Habitual Residents (“NHR”) tax regime 

provides certain special tax rates and rules applicable 

to individuals that qualify as NHR. Such regime is 

applicable for a period of ten consecutive years. In 

order to qualify for the regime, the individual only needs 

to meet two requirements: qualify as a Portuguese 

resident taxpayer under the Portuguese domestic rules; 

and not having been taxed as a Portuguese resident 

taxpayer in the five years prior to taking up residence in 

Portugal. In general terms: (i) self-employment income 

derived from high value added activities, (ii) third party 

employment; (iii) investment income (interest, dividends 

and capital gains) may qualify for an exemption from 

tax in Portugal, insofar they are either subject to tax or 

may be taxed in the source country under the provision 

of the relevant tax treaty in force between Portugal and 

the source country. Pension income may also qualify 

for an exemption from tax in Portugal, regardless if it is 

subject or not to taxation in the source country.

No inbound currency controls.

Market Strengths

• Attractive and secure country to live

• Main cities of Lisbon and Porto currently under an 

exhaustive urban renewal process that is, not only 

widening the residential offer, as well as creating 

new leisure areas and facilities

• Modern and good quality commercial buildings.

• Urban renovation regime with several tax 

advantages and incentives to developers/ investors

• Good incentives for private foreign investors

Property Taxes

Taxation on owners

Property holding

 IMI is payable every 

year over real estate in Portugal, by both full owners 

and surface right owners. Applicable rates range 

from 0.3% to 0.5% for urban properties and 0.8% 

for rural properties (levied on the taxable value of 

the property) under the rules currently in force. Every 

year, each local municipality determines the IMI rate 

to be applied within the mentioned ranges. Properties 

held by entities resident in tax havens (as listed by the 

Portuguese tax authorities) are subject to IMI at the 

rate of 7.5%.

Stamp Duty: Stamp duty at a rate of 1% levied on 

the taxable value of the property when equal or higher 

than €1,000,000 and allocated to residential use 

(except for properties owned by entities resident in tax 

havens, where the applicable rate will be 7.5% on all 

properties regardless of use).

 In certain municipalities, 

a Municipal Sewage Charge is payable every year 

by both full owners of real estate and surface right 

owners, and is levied on the taxable value of the 

property, as assessed by the tax authorities.
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 If a Portuguese 

company: property income is included in the global 

taxable income for taxation purposes and subject to 

withholding at the rate of 25% (companies whose 

statutory scope of business includes the management 

of owned properties are not subject to withholding). 

If a foreign investor: Property income is subject to 

withholding at the rate of 25% on the gross amount 

of the lease income, payable on account of the final 

CIT to be calculated afterwards according to the 

information reported in the CIT return filed (only 

maintenance and repair expenses, plus IMI payments, 

are deductible).

Property Leasing

Value added tax: The lease of real estate is exempt 

from VAT, unless the landlord opts to waive such 

exemption, which can only occur when both parties 

are VAT taxable persons in Portugal and the tenant 

uses the leased premises for VAT taxable activities, 

amongst certain other conditions that also need to be 

met. In that case, the rents are subject to VAT at the 

standard rate (currently 23%), and no stamp duty is 

payable. In shopping centre leases, rents are always 

subject to VAT and no stamp duty is payable, as such 

agreements are treated as service agreements for 

VAT purposes. Service charges, and any other form of 

payment in consideration for services supplied in the 

context of lease arrangements, are also subject to VAT 

in any type of lease.

Stamp duty: Standard commercial lease agreements 

are subject to stamp duty when they are exempt from 

VAT, payable by the landlord and charged at 10% of 

the first rent.

Sale of Real Estate

Capital Gains: If a Portuguese company: capital 

gains are subject to CIT and are included in the global 

taxable income. In case of reinvestment, taxation may 

be limited to 50% of the capital gain. If a foreign 

investor: capital gains are subject to CIT at 25% (no 

withholding tax is applicable), calculated under the CIT 

return filed. 

Taxation on transfer 

Property in Portugal can be transferred either directly 

(asset deal) or indirectly, through the transfer of shares 

in a Portuguese company that owns the property 

(share deal). Each of these transfer structures is subject 

to a different taxation.

Taxation on asset deals 

 Acquisitions 

of real estate are subject to:

• Transfer tax at a rate of 5% for rural properties

• Transfer tax at a rate of between 0% an d 6% for 

residential properties

• Transfer tax at a rate of 6.5% for properties 

used for other purposes, including commercial 

properties

• Transfer tax at a rate of 10% if the property is 

transferred to an entity resident in a tax haven (as 

listed by the Portuguese tax authorities)

• Stamp duty at a rate of 0.8%

These taxes are payable by the purchaser and levied 

on the purchase price or on the property’s taxable 

value, whichever is higher. Both IMT and stamp duty 

are non-recoverable costs (albeit deductible for 

corporate income tax purposes when related to real 

estate acquisitions performed for business purposes).

Notary and registration fees: Notary and 

registration fees are payable by the purchaser upon 

execution of the public deed of transfer and respective 

registration, however these fees tend to be immaterial.

Value added tax: The transfer of real estate in 

Portugal is exempt from VAT, unless the vendor opts 

to waive such exemption, provided that both parties 

involved in the transaction are VAT taxable persons 

in Portugal and certain conditions are met (amongst 

others, the purchaser must assign the property to VAT 

taxable activities). If the transaction is subject to VAT, the 

general rate (currently, 23%) will be applicable, levied 

on the purchase price. In this case, no stamp duty is 

payable. The IMT, however, will still be due. In general, 

the VAT is self - assessed by the purchaser, meaning 

that it is assessed and deducted in the same periodical 

VAT return, without any amount being payable. If the 

property is later used for non-VAT taxable activities, the 

VAT initially deducted must be adjusted. This restriction 

binds the taxpayer for a 20 - year period.

Taxation on share deals

 Acquisitions 

of property by means of share deals are subject to 

neither IMT nor stamp duty. Exception is made for 

the case when a single entity acquires, or increases, 

an interest of 75% or more in a Portuguese “quota” 

company. In this case, IMT will be levied on the 

transaction by reference to the percentage of share 

capital acquired, on the value of the property in 

proportion to the book value of the total assets of the 

company. For this reason, quota companies tend not 

to be used as vehicles for the acquisition of real estate.

Notary and registration fees: No notary or 

registration fees are payable in a share deal, except 

in case of acquisition of an interest in a “quota” a 

company, where registration with the Portuguese 

Companies Registry is required and, consequently, 

payment of the respective registration fees is due. Such 

fees, however, tend to be immaterial. 

In light of the above, an indirect acquisition of real 

estate, through acquisition of the share capital of a 

joint stock vehicle (sociedade anónima) that owns 

property, is normally considered the most efficient way 

to invest in the Portuguese market. Nonetheless, a final 

decision on the transaction structure should be taken 

on the basis of a case - by – case analysis.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Portugal contact details:

Director, Research & Consultancy

t: +351 21 311 44 42

e: cristina.arouca@cbre.com

Capital Markets

Nuno Nunes

Head of Investment Properties

t: +351 21 311 44 30

e: Nuno.Nunes@cbre.com

Legal Information Provided by:
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

QATAR

Doha

Private 
Investors

Property
Companies

Institutions ResidentialMiddle East
Property Companies

LOW

MEDIUM

MEDIUM

HIGH

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.

National Statistics

Qatar 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 2.2 2.3 2.3 2.4

GDP Growth (real, year-on-year) 3.7% 3.5% 3.7% 3.8%

GDP Per Capita (real, USD) 75,180.1 76,329.2 77,673.9 79,146.0

Interest rate, long-term, end of period 4.4% 8.4% 8.9% 8.9%

Fixed Asset Investment (real, year-on-year) 6.0% 5.0% 5.0% 5.5%

Exchange Rate (Rial per US$) 3.6 3.6 3.6 3.6

Unemployment Rate 0.5% 0.5% 0.5% 0.5%

FDI by Region of Origin  

(2014)

FDI by Sector  

(2014)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, Qatar Ministry of Development Planning and Statistics, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation
QAR/sqm (commercial).

QAR/sqm (residential).

Agent fee 1-2%

Legal fee 0.25%

Tax on transaction None.

Loan terms Up to 20 years.

Borrowing rate Typical interest rates of 4-8%.

Mode of payment Monthly repayment schedules are typical (paid via post-dated cheques).

Typical Leasing Terms

Rent quotation
QAR/sqfm/month (commercial).

QAR/unit/month (residential).

Lease term 3-5 years (commercial), yearly (residential).

Frequency of payment Monthly, quarterly, semi-annual (commercial), monthly or annual (residential).

Free rent Refers to fit-out period. 1-3 months (commercial), none (residential).

Deposit Equivalent to one month rent.

Rent reviews Typically every 2-3 years for long term leases (commercial), yearly (residential).

Renewals Depending on the agreed lease terms (commercial), yearly (residential).

Right to sublet Depending on location and agreement with landlords (commercial).

Breaks Typical every 3rd or 5th year of a 5 or 7 year term (commercial).

Fit-out Typical year 1-3 months depending on the unit size and lease term.

Agent fee Half month of the rent (commercial), half to one month of the rent (residential).

Land System

Land ownership and land use tenure 

Non-Qatari nationals are permitted to obtain a 

50 years land lease, renewable upon government 

approval. GCC nationals (including companies that 

are wholly owned by GCC nationals) are allowed to 

purchase land, subject to specific conditions.

Land use

Qatar National Vision 2030 sets the tone for current 

and future developments in the country. The document 

highlights related development guidelines including 

land use, building heights, density and overall 

development framework.

Property ownership

Foreign investors are now permitted to freehold and 

leasehold ownership in designated areas (including 

Pearl Qatar, Lusail and West Bay). Usufruct ownership 

is also permitted to non-Qatari nationals on a 99-

year renewable lease within the designated investment 

areas. In addition to the above freehold areas, further 

18 designated investment areas have been identified 

for foreign. 

GCC nationals (including companies that are wholly 

owned by GCC nationals) are not restricted to the 

abovementioned designated areas and can purchase 

property subject to the following conditions:

• Not more than three properties may be owned 

with an area not exceeding 3,000 square metres.

• The property may only be used by the GCC 

national for his or his family’s residential purposes.

• The properties may therefore not be purchased for 

investment purposes and leased.

Foreign Investment

The Government limits foreign investments to 49% of 

the share capital for most activities in the state and 

a local partner is required, holding minimum 51% of 

the shares. By virtue of Law No. 13 of 2000, foreign 

investors are now permitted to exceed the limit of 

49% and reach up to 100% of the share capital in the 

following selected sectors:

• Agriculture

• Industry

• Health

• Education

• Tourism

• Development of natural resources or energy and 

mining

Law No. 1 of 2010, highlights the amendments for 

some provisions of Qatari Foreign Investment Law 

No. 13 of 2000, foreign investors are allowed to up 

to 100% ownership in more sectors in Qatar. This 

include full foreign ownership in businesses such as 

consultancy services, information technology, services 

related to sports, culture and entertainment as well as 

distribution services. 

Qatar offers wide range of exemptions and incentives 

are available for foreign investments, depending on 

the nature of business. These include: 

• Natural gas priced at a nominal and subsidised 

rate

• Electricity at a very nominal rate

• Industrial land at a nominal rent starting at around 

QR1/sq m/year. (Note: This nominal rent refers 

to direct leasing transaction from the government 

to a tenant. Land rents may vary depending 

factors such as location, size, lease of term, etc. 

In addition, lease rates could vary from the public 

and private sectors
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

• Infrastructure development

• No custom duties on imports of machinery, 

equipment and spare parts

• No export duties

• No taxes on corporate profits for pre-determined 

periods

• Foreign investor may hold real estate on long term 

lease (50 years and renewable) in relation to the 

conduct of their businesses

• The Ministry of Trade has the authority to exempt 

a foreign investor from paying income tax for a 

period of 10 years and waive customs duty on the 

import of machinery and equipment as well as raw 

materials and semi-finished goods. 

In addition to the above, the Government also offers 

the following incentives: 

• 5-year renewable tax holidays (Based on 

Government approval)

• No income tax on salaries of expatriates

• Excellent medical and educational facilities

• Easy access to world markets with first class air 

and sea connections

• Excellent telecommunications facilities

To date, Qatar Central Bank (QCB) has continued to 

implement its exchange rate policy of pegging to the 

US$ at an average price of QR 3.64 per USD. 

Commercial banks domestically trade the US$ on the 

basis of price determined by QCB. Commercial banks 

put a small margin of 0.24% to the QCB fixed price 

when dealing with the public.

Market strengths 

• Large public spending capacity which helps 

fuel market activities despite weak oil sector 

performance.

• Sound economic fundamentals and political 

stability.

• One of the economies with highest personal 

disposable income globally.

• Qatar will be hosting the first World Cup in an 

Arab country (2022).

• The government has also established Enterprise 

Qatar (EQ) to help small and medium-sized 

enterprises (SMEs) in Qatar in facing the general 

challenges by entrepreneurs such as access to 

finance, limited support services, insufficient 

training and challenges related to government 

policy.

Property Taxes

Taxation on owners

None in place. 

Taxation on transfer

None. However, the buyer pays the transfer fee of 

0.25% of the purchase price in addition to fees of 

authentication of documents.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Qatar contact details:

Matthew Green

Head of Research & Consulting

t: +971 44377254

e: matthew.green@cbre.com

ROMANIA

Distribution  

Private 
Investors

Shopping  
Centres

 

Property  
Companies

European
Property Funds

European
Property Companies

Non - European
Property Companies

Retail  
Parks

012345678

MEDIUM

MEDIUM

MEDIUM
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.
2,3 Source: CBRE Research, 2016.
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National Statistics

Romania 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 19.9 19.8 19.8 19.8

GDP Growth (real, year-on-year) 3.8% 4.2% 3.5% 3.6%

GDP Per Capita (real, USD) 9,486.3 9,903.7 10,267.9 10,659.6

Interest rate, long-term, end of period 3.6% 3.6% 4.2% 5.0%

Fixed Asset Investment (real, year-on-year) 8.7% 8.8% 3.1% 3.0%

Exchange Rate (Lei per US$) 4.0 4.1 4.3 4.2

Unemployment Rate 5.1% 4.7% 4.6% 4.5%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation Based on NOI (Net Operating Income).

Agent fee Between 0.5% - 1.5% depending on the Purchase Price and market conditions.

Legal fee Each party (buyer, seller) appoints its legal representative and bears all the specific costs.

Tax on transaction Acquisition costs/disposal costs: 1% of purchase price.

Loan terms

5 year to 7 year term, 65-70% LTV ratio.

Margins down from 450 bps (2014) to cc. 275 - 300 bps (2016). 

Amortization schedules have become less aggressive (from 5% p/a to 2% p/a) allowing helping cash  

on cash returns.

Borrowing rate

Mode of payment
Bullet loan is sometimes granted for commercial property. Residential mortgage plans are repaid on an 

amortization schedule.

Typical Leasing Terms

Rent quotation
Usually rent is quoted net in EUR and payable in RON in advance monthly or quarterly. VAT of 20% is 

payable on rents and sales in transactions between companies. 

Lease term Leases can be set for a fixed term. General terms in new office buildings range from 5 to 7 years. 

Frequency of payment Monthly or Quarterly.

Free rent
Rent free period is usually granted as 1 month rent free per each contractual year, depending on the lease 

length, the surface leased, the type of deal (pre-lease or lease) and other general contributions. 

Deposit
Bank guarantee letter or deposit equal to 3 months worth of rent, parking and service charges,  

plus VAT value.

Rent reviews Rents are subject to annual indexation to EURO CPI (Euro – Zone).

Renewals Not automatic, unless otherwise noted in the lease agreement; negotiated as any new lease agreement. 

Right to sublet In general yes, but with prior written approval from landlord.

Breaks Breaks can be negotiated between parties, usually at 3 year mark. In current market conditions not typical.

Fit-out Fit-Out contributions are subject to negotiation, with anchor tenants receiving attractive fit-out conditions. 

Agent fee
Depending on type of lease (pre-lease, new lease, renewal, renegotiation & renewal) agent fee is between 

8 – 24% of yearly rental income. 
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Land System 

Land ownership and land use tenure 

The majority of land in Romania is held under 

freehold. Certain land properties are owned by the 

state. The state may sell or lease this land for a long 

period of time, depending on interest.

Land sales system

Most land transactions are transferred between private 

entities. 

Land use

Land development in Romania is required to comply 

with urban planning regulations, most important of 

which is zoning. In areas where zoning is not carried 

out, permission from the local authorities is required. 

The urban zoning is divided between PUG and PUZ. 

Each land use zone has specifications regarding the 

use of buildings and is allocated according to a future 

vision of land-use pattern. Regulations are also detailed 

in regards to the property type, floor-area ratio and 

building-to-land ratio of buildings that can be built 

in specific areas. To change the land use or building 

development restrictions, permission is required from 

local City Planning Councils and City Hall. 

Property ownership

Property ownership is mainly in the form of single 

ownership or multi-ownership. Property ownership can 

be freely transferred between private parties. 

Foreign Investment

Any foreign individual or company, regardless 

of country of origin, is free to acquire real-estate 

properties in Romania, under the same conditions as 

Romanian citizens, but without having the ownership 

right to the land on which the building sits. 

Since 2012, EU and European Economic Area citizens 

can buy lands within the built-up area, as a secondary 

residence. The land has to have an existing or future 

use for constructions (residential or commercial). 

Since 2014, foreign companies from EU and European 

Economic Area can acquire agricultural lands and 

forests. 

Tax incentives may be offered in certain cities in 

Romania where the government have approved lower 

property taxes for the development of green buildings.

In certain geographical areas of Romania, the 

government offers a package of incentives (free lease 

on land or reduced lease fees, reduction in property 

taxes, reduction in labour force costs) to companies 

that establish business in less-developed areas. 

Romania joined the European Community in 2007. 

Prior to this, in 2006 the currency market was 

liberalized by the National Bank of Romania (NBR). 

The current currency operations are not subject to 

reporting at NBR. For statistical and informational 

purposes, residents such as individuals and legal 

entities concluding contracts with non-residents for 

capital operations for a period longer than 1 year 

private external debt type are compelled to notify the 

respective transaction with the Statistic Division within 

the NBR.

Any natural person entering or leaving the Community 

and carrying cash of a value of EURO 10,000 

or more shall declare that sum to the competent 

authorities of the Member State through which he is 

entering/ leaving the Community. 

Market strengths 

• Excellent market fundamentals (macroeconomics).

• GDP is on a secure upward trend: 3.7% growth in 

2015 and 4.2% in 2016 (Oxford Economics)

• Inflation at lowest historical rate: -3.25%  

(Apr 2016)

• Unemployment rate is lower than EU Average: 

6.8% vs 9.4% (Full Year 2015)

• Bucharest has one of the lowest unemployment 

rates in Europe (2.0%)

• Record low Interest RON rates: 1.75%

Property Taxes

Taxation on owners: 

Building tax: Starting with 1st of January 2016, it is 

calculated on the destination of the property, thus 

different taxes apply for residential and non-residential 

buildings. 

Legal entities owning buildings (either residential or 

commercial) are required to revalue their properties 

at least once every three years, otherwise they face 

significant increase in building tax liabilities. Legal 

entities and individuals which own non-residential 

buildings will have to do a valuation of the property, 

but the valuation for tax purposes will be strictly 

separated from any financial statement-type valuation.

The tax for non-residential properties (commercial) 

is ad valorem, determined as a percentage of the 

property value, the percentage being between 0.2% 

and 1.3%, in case the building has been built / 

renovated or valued in the last 3 years. In case the 

property has not been valued in the last 3 years, than 

the percentage is 5%. 

The tax for residential properties is ad valorem, 

determined as a percentage of the property value, the 

percentage being between 0.08% and 0.2%.

Taxation on transfer

Investment property transactions in Romania are 

typically executed as share deals. Concerning an asset 

deal, taxation transfer for change of property right is 

the following: 

• 2-3% for properties to be acquired during a time 

period of up to 3 years

• 1-2% for properties acquired for more than 3 years

The tax is calculated on the value declared by parties 

in the selling property document. If the declared value 

is lower than the minimum value established by the 

local authorities (public notaries), the notary is obliged 

to report the transaction to fiscal authorities. 

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Romania contact details:

Head of Research

t: +4021 313 10 20

e: laura.bencze@cbre.com

Capital Markets

Robert Paulson MRICS

Head of Investment Properties

t: +4021 313 10 20

e: robert.paulson@cbre.com
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Market Strengths1 Major Players2 Most Invested Assets3
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Investment Liquidity

Foreign Investor Restrictions
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 2,3 Source: CBRE Research, 2016.

National Statistics

Russia 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 143.5 143.4 143.3 143.2

GDP Growth (real, year-on-year) -3.7% -1.1% 1.5% 1.5%

GDP Per Capita (real, USD) 12,083.6 11,961.5 12,151.1 12,347.6

Interest rate, long-term, end of period 9.6% 8.8% 7.6% 7.0%

Fixed Asset Investment (real, year-on-year) -7.6% -3.0% -1.2% 0.4%

Exchange Rate (Rouble per US$) 60.9 68.9 69.2 68.0

Unemployment Rate 5.6% 5.9% 5.9% 5.6%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation USD or RUB.

Agent fee
Usually the seller pays to its broker 1-3% of total deal value. The fee is negotiable, and influenced by market 

conditions and the total value of the transactions.

Legal fee
Investor and landlord may appoint their own legal representatives. Unless specified otherwise, each party 

bears its own legal costs.

Tax on transaction Depends on deal structure. Generally the profit tax is at 20%.

Loan terms 5 to 7 year term, 50-60% LTV ratio.

Borrowing rate Senior debt in RUB at about 13%, in USD – at 7.5%.

Mode of payment Dependent on amortisation period and repayment schedule.

Typical Leasing Terms

Rent quotation

 RUB/sq m/year, can be quoted both including and excluding OPEX and VAT, but usually net of VAT 

and OPEX in new contracts, or USD with exchange rate band – usually for renegotiation of existing contracts; 

prime office and retail could still be quoted in USD/sq m/year.

Retail: mostly in RUB/sq m/year, can be quoted both including and excluding OPEX and VAT.

Warehouse: predominantly in RUB/sq m/year or month, quoted based on gross leasable area, service 

and utilities charges are usually quoted separately. Some existing contracts are in USD, but they are under 

pressure now.

Lease term

 Agreements with negotiated discounts are signed for 1-2 years. If the tenant is ready to sign longer 

term agreement, then 3-5 years is used.

Retail: most of leasing agreements implies discounts, step up rent, turnover rent, or a combination, and are 

signed for 12-to-18 months, otherwise, longer term (i.e. 2-7 years) is also available.

Frequency of payment

Quarterly in advance.

Retail: fixed rent is paid monthly, turnover rent is paid quarterly or annually.

Warehouse: Monthly.

Free rent
1-3 months.

Warehouse: 2-6 months.

Deposit 2-3 month rent, or bank guarantee.

Rent reviews
Annual indexation, indexation rate is set depending on the rental rate currency, and does not change during 

the entire lease term.

Renewals Options negotiable.

Right to sublet Yes, with advanced warning and approval from landlord.

Breaks Usually after 2-3 years for a 5-year lease or longer agreements.

Fit-out Landlords may include in rent.

Agent fee 8% - 18% from net annual rent.

Land System

The main legislative acts are:

• The Civil Code of the Russian Federation

• The Land Code of the Russian Federation

• The Town Planning Code of the Russian 

Federation

• Federal Law On The State Registration of The 

Rights on the Real Estate Object and Transactions 

Thereof

Land ownership and land use tenure 

Land plots are generally available to investors under 

the right of ownership and lease. The lease tenure 

depends on the use of the land plot and is provided:

• For 3-to-10 years for the purpose of construction 

and reconstruction of buildings

• For up to 49 years to the landlord of a building 

located on the land plot

• For 3 years for completing the under-construction 

object

Land market requires further development as public 

ownership of the land plots still predominates, 

especially of the land plots for new development.

Land sales system

Russian law treats land plots and buildings as separate 

objects of real estate. However, there is a concept of a 

single object of real estate that prohibit the disposal of 

a land plot and a building located on such land plot 

separately from each other when such properties are 

owned by one owner. The owner of building located 

on a publicly owned land plot has an exclusive right 

to lease or buy such land plot, unless there are other 

buildings owned by third parties on the land plot.

The transfer of title to the real estate normally causes 

the automatic transfer of the respective right to the 

land plot under the real estate (very often publicly 

owned and leased).

According to changes to the Land Code introduced by 

Federal Law No. 171 “On Amendments to the Land 

Code of the Russian Federation and Other Legislative 

Acts of the Russian Federation” of 23 June 2014 

(“Law 171”), from 1 March 2015 municipal or state 

land plots’ ownership or lease will be granted through 

a public auction. In accordance with updated Land 

Code (and subject to very few exceptions), public land 

for development can only be granted in lease (through 

a public auction).

Land use

Land development in Russia is required to comply 

with local government regulations. A number of 

surveys must be performed and certificates must be 

received for permitting construction. The list may vary 

depending on city. The list of surveys and certificates in 

Moscow is the following:

1.  Topographic survey of the land plot

2.  Engineering, geological and ecological survey 

and obtain Act of Moscow Geological – Geodesic 

Department from Mosgorgeotrest or Private 

Licensed Companies

3.  The development plan of land plot (GPZU) at 

the Moscow Architecture and City Planning 

Committee from The Moscow Architecture and 

City Planning Committee

4.  Technical conditions for water and sewage 

from Moscow Water and Sewage Company – 

Mosvodokanal

5.  Compliance certificate from Moscow Water and 

Sewage Company – Mosvodokanal

6.  Approval of the architectural and urban planning 

design from Moscomarchitectura

7.  Permission for construction from Moscow State 

Committee of Construction Supervision

8.  An opening order of production of works from 

the Union of Administrative Technical Inspections 

(UATI)

9.  Notify the Moscow State Committee 

of Construction Supervision about the 

commencement of work

10. Control-geodesic survey from Mosgorgeotrest

Property ownership

The private ownership and turnover of the real estate 

(both residential and business) is very well established 

and developed in Russia.
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Foreign Investment

At the moment foreign nationals and legal entities 

may own Russian real estate without any substantial 

limitations. The foreign ownership is restricted for 

agricultural land plots, as well as land plots within  

sea ports and state border areas only. 

 

The Law on Foreign Investments permits foreign 

investment in most sectors of the Russian economy: 

government securities, stocks and bonds, direct 

investment in new businesses, the acquisition of 

existing Russian-owned enterprises, joint ventures, etc. 

Foreign investors are protected against nationalization 

or expropriation unless such action is mandated by a 

federal law. In such cases, foreign investors are entitled 

to receive compensation for any investment and other 

losses.

One of the most important features of the Law on 

Foreign Investments is the tax stabilization clause, 

also known as the “Grandfather Clause”, which 

applies to foreign investors that are implementing 

“priority investment projects1”, Russian companies 

with more than 25% foreign equity ownership, and 

Russian companies with foreign participation that are 

implementing “priority investment projects”, regardless 

of the percentage of foreign participation in the 

company. The Clause prohibits increasing the rates of 

certain federal taxes until initial investments have been 

recouped (up to a maximum of seven years, unless this 

period is extended by the Russian Government). Key 

exceptions to the Grandfather Clause are established 

for excise tax, VAT on domestic goods, and Pension 

Fund payments. 

As of 1 January 2016 there are no substantive 

currency control requirements (in the form of 

“consents, authorizations or permits,” etc.) that apply 

to foreign transactions. However, certain requirements 

still apply to Russian residents: 

• Russian companies must remit all foreign currency 

export proceeds to their Russian bank account(s) 

(“repatriation of currency proceeds”), subject to 

certain exceptions

• “Transaction passports” are required for certain 

transactions (foreign trade, loans) at Russian 

banks; Most Russian residents are prohibited from 

performing foreign currency transactions with 

other Russian residents (the Currency Law provides 

some exceptions)

• The purchase and sale of foreign currency may 

only be performed at authorized Russian banks

• Cash exports are subject to restrictions

• When a Russian company or individual opens 

an overseas bank account they must notify the 

Russian tax authorities and present regular reports 

on the cash flow in such accounts; and

• The operation of an overseas bank account by a 

Russian resident is subject to certain restrictions

Market strengths 

• On the back of oil price recovery economists 

improved their forecasts of GDP growth for 2016-

2018

• Moreover, all plans and programs initiated by the 

government will result in structural changes of the 

Russian economy to become more diversified

• The macroeconomics and the real estate market 

are at the bottom now, providing attractive 

investment opportunities

• The main driver for investors now is the potential 

of asset value recovery on the back of the market 

correction

1  A priority investment project is defined as a project with foreign 

investment of at least RUB 1 billion, or where a foreign investor 

has purchased an equity interest of at least RUB 100 million; in 

either case, the investment project must also be included in a list 

of projects approved by the Russian Government.

Property Taxes

Taxation on owners

Real estate tax: The tax base, in most cases, is the 

average annual residual value of taxable property (i.e. 

cost less depreciation), calculated in accordance with 

Russian accounting principles. The average annual 

value is calculated by taking the sum of the residual 

values of the relevant property on the first day of each 

month of the tax period and the last day of the tax 

period divided by the number of months in the tax 

period plus one. 

The maximum tax rate for property on which the 

tax base is calculated based on its residual value 

according to the Tax Code, is 2.2%, and this is the rate 

currently imposed in the majority of Russia’s regions, 

including Moscow and St. Petersburg. However, a 

reduction or exemption is offered by some regional 

authorities, often conditional on investment in the 

region.

The tax base for property tax is determined as the 

cadastral value of real estate for the following types of 

real estate:

• administrative business centres, shopping centres 

and premises within these buildings

• non-residential premises used as offices, shops, 

catering services, and to provide consumer 

services, or those intended for this usage

• any property owned by foreign companies 

operating without a permanent establishment in 

Russia or not allocated by a foreign company to a 

permanent establishment

Tax is calculated by multiplying the tax rate by the 

cadastral value of the real estate as of 1 January of 

the tax period. The maximum tax rate for property on 

which the tax base is calculated based on its cadastral 

value has been set at 2% since 2016. 

Land use tax: A local tax, thus its application is 

governed by local regulation, as well as the Tax Code. 

Land tax applies to legal entities and individuals who 

own land or have a permanent right to its use. Legal 

entities and individuals who use land free of charge 

or under lease agreements are not subject to land 

tax. The tax base is the cadastral value of the land as 

determined on 1 January of the reporting year. The 

cadastral value for a specific plot is determined in 

accordance with the Russian Land Code. In the case 

of joint ownership, the tax base is determined for each 

taxpayer’s share of the land. The tax base of land 

registered during a tax period is the cadastral value on 

the date of its cadastral registration.

Local authorities set the land tax rate. Under the 

Tax Code, these rates may not exceed 1.5% of the 

cadastral value of land other than the land which is 

used for agricultural purposes, occupied by residential 

properties or utilities, or acquired for private farming.

Profit tax applies to both 

Russian and foreign legal entities. The maximum profit 

tax is 20%, which is one of the lowest among major 

economies. Of this 20%, 2% is payable to the Federal 

budget, 18% - to the Regional budget. Regional 

authorities have the right to reduce their portion of 

profit tax up to 13.5%, which will imply a minimum 

overall tax rate of 15.5% (including 2% of federal 

portion).

Taxation on transfer 

In case of property ownership transfer, the seller 

pays: if legal entity, income tax (from 15.5%-to-20%) 

which is set in the region of its presence, if individual, 

personal income tax of 13%, both subject to certain 

deductions. 

There are three types of 

property-related tax deduction:

• On the sale of property (including residential real 

estate)

• on the purchase of residential property; and

• for losses on transactions involving marketable 

securities
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Capital Markets

Irina Ushakova

Director, Head of Capital Markets

t: +7 495 258 3990

e: irina.ushakova@cbre.com

For sales of property, the amount of the deduction 

available will depend on the type of property and the 

holding period. For property owned for three years 

(starting from 1 January 2016 – five years) or more, 

other than securities, the income is exempt.

The following applies when the ownership period is 

less than three years (starting from 1 January 2016 – 

five years):

• The deduction from the proceeds made from the 

sale of residential real estate is the greater of: RUB 

1 million or the documented cost of the property

• The deduction from the proceeds made from the 

sale of other (than residential) property, except 

securities, is the greater of RUB 250,000 or the 

documented cost of the property

Sales of securities and units in investment funds are 

subject to special rules. The taxable income would 

be the proceeds from the sale(s) less the documented 

costs.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.
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National Statistics

Serbia 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 7.1 7.1 7.0 7.0

GDP Growth (real, year-on-year) 0.7% 1.5% 2.0% 3.5%

GDP Per Capita (real, USD) 5,662.3 5,777.4 5,925.2 6,166.3

Interest rate, long-term, end of period 13.5% 13.1% 13.0% 13.0%

Fixed Asset Investment (real, year-on-year) 8.3% 5.2% 7.4% 5.2%

Exchange Rate (Dinar per US$) 108.8 113.1 115.0 116.9

Unemployment Rate 18.5% 18.2% 19.5% 19.3%

FDI by Country of Origin  

(2015)

FDI by Sector  

(2015)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, National Bank of Serbia, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation EUR, based on the initial yield.

Agent fee
The usual fee is up to 3% of the transacted price.

The party that hires agent pays the fee.

Legal fee Buyer and seller usually appoint their own legal representatives. Each party bears its own legal costs.

Tax on transaction

The first transfer of newly constructed is subject to 20% or 10% VAT rate, which depends on the purpose of 

the building (business or residential). Any subsequent transfer of the buildings is VAT exempt, but subject to 

Transfer tax of 2.5%.

Loan terms
Commercial: 5 to 7-year term, 50-70% LTV ratio.

Residential: up to 30-year term, up to 80% LTV.

Borrowing rate
Borrowing rates for commercial properties are in the range of 5-7%. For residential properties, borrowing 

rates are 3% - 4% plus 6-month EURIBOR.

Mode of payment Monthly instalments.

Typical Leasing Terms

Rent quotation Rents are normally quoted on a net basis in EUR/sq m/month. Service charges and VAT are additional.

Lease term Commercial leases run for a limited number of years, usually for 3–5 years.

Frequency of payment Rent, together with the service charge, is payable monthly or quarterly in advance.

Free rent
Landlords can grant rent free periods of 3–6 months as an additional incentive. Some landlords grant rent 

free periods of up to nine months for contracts exceeding five years.

Deposit
Landlords usually require a deposit of three months’ gross rent, or a rental guarantee from a bank that allows 

the landlord to withdraw a guaranteed sum if the tenant does not pay rent or otherwise fulfil its obligations.

Rent reviews Rent increases are linked annually to the EUROSTAT index.

Renewals The tenant has a right of renewal only if stipulated in the lease.

Right to sublet Subletting is rare. The landlord has the right to negotiate and approve of any subtenant.

Breaks

A break clause is usually included in the lease agreement that can be exercised after the end of the third 

year. The most common notice period is 6 months. This is done with penalties which depend on the given 

incentives.

Fit-out

The landlord typically delivers a standard fit-out, which varies from building to building.

Some buildings are delivered with raised floors and IT cabling in the standard fit-out, but without partitioning 

or carpet, which tenant pays for unless otherwise negotiated.

Tenants normally pay for glazed partitions, computer network and related equipment, and gypsum walls 

exceeding the standard fit-out. If the tenant has a large number of offices, then certain costs may arise from 

HVAC upgrading. The tenant pays for this work, which is normally carried out by the landlord’s contractors.

Agent fee Fees vary from 12% - 15% of annual rent.
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Land System

Land ownership and land use tenure 

The Serbian legal framework recognizes two land 

categories most commonly used for investment 

purposes: construction land and agricultural land, with 

freehold or leasehold ownership. Construction land 

can be: public construction land (in state-municipality 

ownership) and other construction land (in all 

ownership forms – private and state). Agricultural land 

(in all ownership forms – private and state owned) can 

be: cultivable land and uncultivable land.

Public construction land is exclusively state property 

and as such is solely intended for construction of 

structures of public interest. Other construction 

land is transferable and can be found in all types of 

ownerships.

Land sales system

Public land is usually sold at public bidding or public 

tender held by competent authority, in accordance 

with the Law on Public Property. The government shall 

set the minimum bid based on the market prices. 

Bidders are required to submit the application together 

with the information of bidder and bid amounts and 

the deposit payment, usually amounting to 10% of the 

minimum bid. 

Privately owned land sites can be transferred freely 

between private entities. This is common for the 

transfer of land designated for commercial use.

Land use

The main source of rules and regulations governing 

property construction in Serbia is the Law on 

Planning and Construction which was enacted in 

2009 and significantly amended in the end of 2014. 

Development must comply with urban planning 

regulations on zoning, plot ratio, site coverage, 

environment planning and building height under 

related rules. 

The process for obtaining all necessary planning and 

construction permits has been simplified through new 

amendments to the law. It is now possible to apply 

for all necessary documentation within one unified 

procedure; from issuance of the site conditions; to 

the issuance of the exploitation permit. Location/

Site conditions contain data on possibilities and 

limitations of building on a cadastral plot, e.g. all 

conditions necessary for the preparation of project for 

the building permits, which should be issued by The 

Ministry, e.g competent authority of the autonomous 

national or local self-government bodies, in 

accordance with the Detailed Regulation Plan for the 

specific location. If the Plan of Detailed Regulation has 

not been adopted, the site conditions are either issued 

based on the official act that prescribes general rules 

of planning and construction; or based on the existing 

document on planning if it contains the regulation line.

The competent authority for the issuance of a permit 

may be the relevant ministry; the Autonomous 

province; or the local authority, depending on the type 

and size of facility for which the permit was requested.

Property ownership

Residential property ownership in Serbia can be in the 

form of single ownership on the apartment level, under 

the Housing Law. For commercial properties (prime 

office buildings, shopping malls, industrial properties 

and hotels), property ownership is usually in the form 

of single ownership. 

Foreign Investment

A foreign natural person or legal entity that is 

engaged in business activities in Serbia can purchase 

construction land and buildings in the Republic of 

Serbia necessary for its business operations, subject 

to reciprocity i.e. the terms of treaties to which Serbia 

is a party. In practice, a foreign entity should register 

some form of legal presence in Serbia (e.g. subsidiary, 

representative office, branch office, etc.) in order to 

acquire real estate directly.

Foreign natural persons, who are not engaged in 

business activities in Serbia can acquire apartments 

or residential buildings in Serbia just like a domestic 

citizen, subject to reciprocity. Foreigners are explicitly 

banned from acquiring ownership of agricultural land. 

However, if a foreign person or entity establishes a 

company in Serbia, that company is treated in the 

same manner as any other local entity acquiring land 

and buildings, regardless of the nationality of the 

founder or controlling shareholders. It is therefore 

possible for foreign persons and entities to own 

property in Serbia indirectly via a Serbian registered 

company without any distinguishing limitations.

In addition to existing benefits, such as strategic 

geographical location, duty-free exports to the 

countries of South Eastern Europe and Russia, the 

corporate tax rate of 15% as well as an educated 

and skilled labor force available at competitive cost, 

Serbia has prepared a package of financial support to 

investors.

The funds may be awarded for financing investment 

projects in the manufacturing sector and the services 

sector which may be subject to international trade.

The right to participate in the process of allocation of 

funds is awarded to the following beneficiaries: 

• Investors who have investment projects in sectors 

that are in accordance with Decree and that apply 

for grants before the start of the realization of the 

investment project

• Users of grants are required to provide a minimum 

of 25% of eligible costs from their own resources 

or from other sources, which do not contain state 

grants

•  Funds for large enterprises cannot be allocated 

before the examination of documents is 

determined that the allocation of funds will have 

an effective incentive effect

Types of incentives that can be allocated:

• Incentives for eligible costs of gross salaries for 

new jobs

• Incentives for eligible investment costs in fixed 

assets

• Additional incentives for labor-intensive projects

The amount of funds that can be allocated for attracting 

direct investments shall be determined in accordance 

with the criteria of the Decree. In determining 

the amount of funds that can be allocated, the 

cumulative pre-approved state grants are taken into 

consideration, in accordance with the regulations 

governing the rules for granting state grants.

None in place.

Market strengths 

• As of 2014, the recovery of investment sentiment 

for Serbia is evident, when few investments 

transactions were recorded in the retail segment. 

In the recent period, the two largest Serbian 

shopping malls have been purchased by South 

African funds, this confirms the increased 

attractiveness of the Serbian market among REITs 

and real estate funds

• The combination of the favourable geographic 

position, market size, competitive tax environment, 

network of free trade agreements, low operating 

costs, and extraordinary human capital puts 

Serbia high on the investment list

Property Taxes

Taxation on owners

Taxes on Payments to Non-Residents: Serbia levies 

20% withholding tax on dividends, interest, royalties, 

and lease fees for immovable and movable property 

paid to non-resident entities, and 25% withholding tax 

on interest, royalties, lease fees and services paid to 

companies in tax havens (51 countries that have no or 

low income taxes, per list published by the Ministry of 

Finance).

As of 1 March 2016, 20% withholding tax is also 

levied on the payments made towards nonresidents on 

the basis of services provided or used on the territory 

of Serbia.

Also, 20% tax is levied on  of non-

resident entities on sale or any other transfer against 

consideration of real estate and shares in Serbian 

companies. The above taxes can be reduced or 

eliminated by an applicable double tax treaty between 

Serbia and recipient’s country of residence. Some of 

the favorable double tax treaties provide reduction 

of tax on dividends to 5%, to nil on interest and on 

capital gains, provided that certain conditions are met. 

Serbia has a network of 54 double tax treaties.

Property tax: Property tax is, amongst others, levied 

on right of ownership over real estate, the right to use 

construction land larger than ten acres in area and the 

use of publicly owned immovable property. Tax rate is 

set by municipal authorities, and cannot exceed 0.4%.
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Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

 Taxable profits of a Serbian 

company holding and leasing the real estate will be 

subject to 15% corporate income tax. In case the tax 

loss was incurred, it can be carried forward for up to 

five years to offset future taxable profits. Gains from 

sale of real estate by the company are taxed with 15% 

corporate income tax. Taxable gain represents the 

difference between the sales price of the property and 

the acquisition value. Depending on the accounting 

treatment, acquisition value may be its net tax or fair 

value.

Tangible and intangible assets of the company are 

classified in five tax depreciation groups. Buildings 

are classified as the first  group, and 

depreciated at 2.5% annual rate. Land is not subject 

to tax depreciation. Other assets of a company are 

depreciated at rates from 10% to 30%.

 Income of individuals leasing 

and sub-leasing the real estate is subject to 20% 

personal income tax. Tax base is decreased by 25% 

deduction for standard costs. Individuals whose 

annual net income exceeds prescribed threshold of 

three average annual salaries in Serbia (approx. € 

18,100 for 2015) are also subject to additional 10-

15% supplementary annual income tax.

Capital Gains Tax: Capital gains of individuals on 

sale of real estate are subject to 15% personal income 

tax. Capital gains on property owned for ten years or 

more are not subject to personal income tax.

Taxation on transfer 

Value added tax: VAT on real estate is one of the most 

complex areas of taxation in Serbia. The first transfer of 

newly constructed buildings (i.e. buildings constructed 

partially or in full after 1 January 2005) or their 

economic units (e.g. flats) are subject to 20% or 10% 

VAT rate, which depends on the purpose of the building 

(business or residential). Input VAT charged by the seller 

can be recovered if the purpose of the acquisition is not 

further sale or lease of flats for residential purposes. Any 

subsequent transfer of new buildings and sale of old 

buildings (including their first transfer) are VAT exempt, 

but subject to transfer tax. Alternatively, application of 

VAT is an option in case the sales contract envisages the 

application of VAT and the buyer is eligible for input VAT 

recovery. Under this scenario transfer tax is not due.

Lease of business premises is subject to general 

VAT rate. Subsequent investments in one’s own or 

leased property can be subject to input VAT recovery 

adjustment if certain criteria are met (e.g. if tenant 

leaves the premises, if the decision is made to sell the 

building instead of leasing it to third parties etc).

Transfer Tax: Sale of real estate is subject to 2.5% 

transfer tax. If VAT is payable on the sale, it is exempt 

from transfer tax. The tax base is the sales price, but 

the Tax Authorities have the right to increase the tax 

base to market value of the property if they determine 

that the sales price is below the market value.

Transfer tax exemption / VAT refund is available to first 

time home buyers who are Serbian citizens, up to 40 

sq m plus additional 15 sq m per family member.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Serbia contact details:

Head of Market Research

CBS International - Part of the CBRE Affiliate Network

t: +381 11 22 58 777

e: tamara.kostadinovic@cbre.rs 

 

 

 

Capital Markets

Managing Director

CBS International - Part of the CBRE Affiliate Network 

t: +381 11 22 58 777 

e: dragan.radulovic@cbre.rs

SLOVAKIA

Bratislava

European
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Distribution  Non - European
Property Funds

Bratislava  

Shopping  
Centres

Property  
Companies

Property  
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European
Property Companies

MEDIUM
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MEDIUM

MEDIUM

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, 2016.
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National Statistics

Slovakia 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 5.4 5.4 5.4 5.4

GDP Growth (real, year-on-year) 3.6% 3.2% 2.7% 2.9%

GDP Per Capita (real, USD) 18,534.0 19,120.6 19,646.7 20,226.7

Interest rate, long-term, end of period 0.8% 1.4% 1.9% 2.6%

Fixed Asset Investment (real, year-on-year) 14.0% 0.3% 2.8% 2.8%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 11.5% 10.1% 9.8% 9.5%

Investment Turnover by Investor Origin  
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation EUR.

Agent fee
Range of 0.5% - 2% (it is depending on size of the transaction, the scope of works, timing and if the 

transaction is off the market).

Legal fee
€20,000 – €300,000 (dependent on the scope of works and timing).

Unless specified otherwise each party bears its own legal costs.

Tax on transaction

No transfer tax in case of a share deal. In case of asset deal a tax of 20% applicable on difference between 

sales price and book value.

Fees payable at the Cadastral Office for change of ownership. 

Loan terms
Commercial: 5 to 7-years term.

Residential: 15 to 30-years term

Borrowing rate
Commercial: 1.5% - 2.5%.

Residential: 1.5% - 3%.

Mode of payment Monthly or quarterly instalments. Balloon payment at the end of loan period in commercial loans possible.

Typical Leasing Terms

Rent quotation EUR/sq m/month 

Lease term

For offices and retail, the typical lease term is 5 years although for retail can range from 3-10 years. In terms 

of industrial; 3-5 years for logistics companies; 5-7 years for production companies; and 7-10 years for built-

to-suit is the average.

Frequency of payment
Office rent is paid quarterly in advance and industrial monthly in advance. For retail, rent is paid monthly or 

quarterly in advance, and once per year there is a turnover rent reconciliation.

Free rent

 Incentives on new premises typically include a 1-2 month rent free period per year of lease term and 

a fit-out contribution of €100-€170 per sq m of net area.

Retail: Usually no rent free incentives, with the exception of a fit-out period. When applied, maximum 3 

months’ rent free is typically granted.

Industrial: Typical rent free period is one month each year, depending on lease conditions.

Deposit

 3 months’ rent plus service charges plus VAT or bank guarantee in the same amount.

Retail: Generally a deposit/bank guarantee up to 3 months rent plus service and marketing charges plus 

VAT. The terms of the release of the guarantee are based on satisfactory vacation of the premises and 

fulfilment of all tenants’ obligations.

Industrial: 3-6 months bank guarantee or deposit when leasing existing space. Mother company guarantee 

for BTS projects.

Rent reviews Indexation is usually done annually according to the HICP EU27 index. 

Renewals An option to renew is negotiable. 

Right to sublet
 Common with landlord approval. 

Retail: uncommon only with landlord approval

Breaks

 As for early terminations, tenants do not get any option to end their lease term earlier unless they pay 

the entire remaining amount of rent, plus service charges.

Retail: Only in case of tenants with a very strong negotiation position within a particular retail project. 

Industrial: Unless preagreed in the contract, no early termination is possible.
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Fit-out

 The landlord usually provides carpeting, suspended ceilings, ceiling lighting, raised floors as part of 

standard delivery.

Retail: Only in case of tenants with a very strong negotiation position within a particular retail project (anchor 

tenants). In other cases landlord is willing to provide fit out incentives in exchange of higher rent.

Industrial: Any above standard improvements are usually amortised over the lease period. The fit-out cost 

are on open-book basis.

Agent fee

 Typically 25% of the gross annual rent on full subject of the lease is paid by landlord on relocations. 

Each party pays its agent. If the agent represents a tenant, the fee is typically based on cost savings achieved. 

Reputable real estate agents rarely take fees from both tenant and landlord.

Retail: Landlord and tenants each employ their own consultants. Each will take responsibility for their own 

fees. Agents' fees are calculated on the basis of 15% of the gross annual rent achieved disregarding any 

incentives or rent free periods etc., plus VAT.

Industrial: The fee is paid by the landlord. Typically 15-30% of the annual headline rent depending on the 

lease length.

Land System

Land ownership and land use tenure 

The common ownership of land is freehold ownership.

All land is registered in the Slovak Cadastral Register, 

which contains both factual and legal information on 

the property, including property owners.

The agricultural state land is administrated by Slovak 

land fund.

It is also common, especially in agricultural sector, that 

the “user” of land does not own it but rent it from the 

owner for specific time period.

The usage of land is determined by a zoning plan 

representing a municipality’s basic conceptual 

document for coordinating its development, and 

clarifies and develops land planning goals and 

tasks in accordance with the region’s principles 

of land development and the Slovak Republic’s 

land development policy. It provides the blueprint 

for developing the municipality’s land, protecting 

land values and defining land, spatial and 

landscape configurations and the concept for public 

infrastructure. It contains 10 land-use categories 

(arable land, hop-field, vineyards, gardens, orchards, 

permanent grassland, forest, lake, built-up areas 

and courtyards, other areas) which set restrictions to 

the usage of land. The information about the land 

categories and land ownership is visible in publicly 

available at: cadastral maps (www. katasterportal.sk, 

www.mapka.gku.sk). 

The usage of the land can be also determined by 

burden, seal, restitution or restriction claims. In case 

of purchase of land the new owner can obtain the 

information at land register. 

Land sales system

Private land can be purchased by any private or legal 

person with no restriction, the Slovak law does not set 

any restrictions regarding the origin of the land owner.

One exception is in acquiring agricultural land of 

size over 2,000 sq m. The legislation applies a pre-

emption right to a farmers seated in the land area 

(chotár), where the sold land is located.

In case of fractional ownership, the current owners have 

to agree with sale of the faction of land to a third party.

In case of a partial sale of agricultural land or forest 

outside a community, the sold part of land cannot be 

smaller the 2,000 sq m for agricultural land or 5,000 

sq m for forest. 

Land use

In Slovakia, regarding construction activity on a land 

plot, there are in general three levels of permits:

• Zoning permit 

• Construction permit

• Permit of use

All permits stem from the local Zoning plan as a 

binding document in terms of land development. 

More significant constructions or constructions in 

the vicinity of water sources may need an additional 

environmental impact assessment (EIA), granted by 

competent authorities.

Property ownership

There are no restrictions on owning real estate in the 

Slovak Republic.

Foreign Investment

Slovakia does not apply any restriction to the 

movement of foreign capital. Applying the EU 

legislation, the free movement of capital includes:

• Direct foreign investment

• Investment into real estate

• Development of economic activities

• Providing of financial services

• Admission of securities to capital markets

Incentives to foreign investors

Investment incentives (or state aid) are one of the tools 

which are used to motivate investors to locate their 

projects also in the less developed regions, i.e. the 

regions with higher unemployment, lower infrastructure 

quality, etc.

The connection with a certain region is one of the 

fundamental characteristics of the incentives and their 

provision shall serve to support not only foreign, but 

also Slovak investments. Four categories of projects 

that can be supported by the investment incentives:

• Industrial production

• Technological centres

• Shared service centres

• Tourism

Each category has specifically defined conditions 

which shall be met in order to apply for the investment 

incentives. The incentives are provided in the form of:

• A subsidy for the acquisition of material assets and 

immaterial assets

• Income tax relief

• A contribution for new jobs creation

• Transfer or exchange of property at a price lower 

than a general asset value

The provision of the state aid is governed in particular 

by law of the European Union which forms the basic 

legal framework also for the Slovak authorities.

There are no extraordinary exchange controls placed 

on individuals that restrict the transfer of money into 

our out of the Slovak Republic. Both residents and 

non-residents can hold bank accounts in any currency.

Market strengths

• Safe investment environment: political and 

economic stability confirmed by A+ rating with 

stable outlook by Moody’s;

• A Eurozone country with favourable geographic 

location with great export potential;

• A leading CEE market: Slovakia 10 Year CEE 

Leadership in Doing Business 2004 - 2013 (World 

Bank; CEE Leader in Physical Property Rights 

Security (PRA); CEE leader in labour productivity 

and in TOP 10 hardworking countries (OECD);

• High adaptability of labour force, skilled at 

adapting to new technologies & high innovation 

potential;

• A variety of investable real estate asset classes with 

attractive investment incentives.
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Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Property Taxes

Taxation on owners

The tax on real estate is claimed by city or community, 

it is paid on an annual basis once a year. The taxable 

real estates are land plots, buildings, residential and 

business premises. 

The real estate tax rate is different in each region, 

city or community, the rate per sq m is set by the 

community, this can vary depending on the type of 

property or land plot. It is calculated by the area of 

property, measured in € per sq m.

The new owner of the property is obligated to submit 

the admission to the real estate tax at the competent 

authority.

Taxation on transfer 

Slovakia does not apply any transfer tax. 

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Slovakia contact details:

Jan Kulhánek MRICS

Head of Valuation

t: +421 2 3255 3317

e: jan.kulhanek@cbre.com

Filip Penthor

Researcher

t: +421 2 3255 3334

e: filip.penthor@cbre.com 

 

Capital Markets

Marian Mlynarik

Head of Investment Properties

t: +421 2 3255 3323 

e: marian.mlynarik@cbre.com
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MEDIUM

MEDIUM

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.
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National Statistics

South Africa 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 54.6 55.0 55.5 55.9

GDP Growth (real, year-on-year) 1.3% 0.3% 1.5% 2.4%

GDP Per Capita (real, USD) 7,656.0 7,611.0 7,660.6 7,782.7

Interest rate, long-term, end of period 9.8% 9.7% 9.4% 9.3%

Fixed Asset Investment (real, year-on-year) 2.5% -0.7% 1.9% 2.0%

Exchange Rate (Rand per US$) 12.8 15.4 15.4 15.0

Unemployment Rate 25.4% 26.0% 25.7% 25.6%

FDI by Country of Origin  

(2012)

FDI by Sector  

(2012)

United Kingdom

Netherlands

Germany

China

Japan

Switzerland

Luxembourg

2%

4%
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59%
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storage and 

communication
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hotel industry

5%

31%
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18%

36%
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Source: CBRE Research, South African Reserve Bank, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation Rand (ZAR; R) / R/m².

Agent fee Seller pays agent fees. Fees are negotiable.

Legal fee Seller pays the legal fees. Fees are negotiable.

Loan terms

Residential: SA residents = 100% of value, non-residents 50%.

 Gearing for new businesses and franchises between 30% and 50% own contribution. Listed 

property counters’ gearing of about 29% on average and funding cost hedging of about 94%.

A maximum term of 30 years available, although the time period is more commonly 20 years.

Borrowing rate
Prime rate plus or minus negotiated margin. Margin depends on applicant’s credit history and strength of 

balance sheet.

Mode of payment
Monthly instalments for residential property loans. Balloon payment is quite popular for commercial property 

loans.

Typical Leasing Terms

Rent quotation R/m²/month

Lease term

Offices: 3 – 5 years.

Industrial: 3 – 5 years.

Retail: 2 – 3 years (independent retailers); 5 – 10 years (nationals)

Frequency of payment Rents are payable monthly in advance.

Free rent

 Rent free periods are not usual, but in certain instances an equivalent of one month’s rental may be 

negotiated or in lieu of tenant installation contribution.

Industrial: Rent free periods are not usual, but in certain instances one month may be negotiated.

Retail: Rent free periods are usually for fit-out purposes but in some cases, for incentive purposes and vary 

dependent on tenant type. Rent free periods are negotiable and are deal specific.

Deposit

 Deposits average ±2–3 months’ rent of the last year of the lease, depending on the tenant’s credit 

rating, risk profile and payment history.

Industrial: Deposits range from 1-3 months’ rent of the last year’s rental, depending on the tenant’s credit 

rating, risk profile and payment history.

Retail: Security deposit and guarantees will form part of most line shop and small national tenant leases. 

The deposit varies from 2 month’s rental (last year’s monthly rental) with additional surety, or 4 month’s 

rental, with no surety. Deposits are in the form of cash or bank guarantees (issued on the landlord’s standard 

template). Tenants usually do not benefit from the interest earned on cash deposits.

Rent reviews
Most leases provide for annual rental escalations, however, rental and operating cost escalations are market 

driven and not related to the inflation rate.

Renewals

 The tenant generally has the right to renew at the market rental rate if specified in the lease 

agreement. Options to renew are usually granted to large corporates or national/anchor tenants.

Industrial: The tenant has a right to renew at the market rate if specified in the lease agreement.

Retail: Renewals are usually negotiated 6 months in advance and are typically based on performance and 

adherence to the lease agreement during the initial period. Most anchor/grocery stores will insist on options 

to renew. Typically, these will range from 5 to 10 years and are at the election of the tenant to exercise the 

option within a specific time frame and option rentals are market related.

Right to sublet

Offices and Industrial: Parties normally agree that subletting is allowed only with the landlord’s consent which 

cannot be unreasonably withheld.

Retail: Leases generally contain a right to sublet (or cession), but this requires the approval of the landlord, 

which approval shall not be unreasonably withheld and is strictly in accordance with usage clauses having 

regard to tenant mix.
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Breaks

 Termination or breaks are rare, except occasionally with long-term leases such as 10 

years.

Retail: Termination or break clauses are not common, however, in some cases break clauses have been 

secured and termination is usually on some form of breach.

Fit-out

 The landlord generally provides an acceptable “shell” to a reasonable standard to meet the tenant’s 

requirements with standard carpeting, partitioning, ceilings and wall finishes, or provides an equivalent 

contribution toward the cost. In addition, for P and A-grade office buildings and large corporates, a landlord 

may also contribute towards the tenant’s fit-out costs depending on the length of the lease. The value of 

contribution is calculated on rental and lease period.

Contributions are also provided for B-grade and lower office quality grades but at lower rates and values.

Industrial: Fit-out costs are usually the responsibility of the tenant according to their required specification, the 

landlord may contribute for a long-term lease.

Retail: A “white box” is usually provided by the landlord, and a further allowance/m² will be granted, 

depending of the calibre of tenant and deal negotiated.

The landlord imposes strict limitations on the tenant’s ability to alter the premises and major structural 

alterations are generally prohibited. Internal, non-structural alterations will require the landlord’s consent, 

which cannot be unreasonably withheld.

Agent fee

Landlords usually pay brokerage fees to brokers that represent them or introduce tenants, but rarely appoint 

brokers on an exclusive basis. Tenant representation services are beginning to emerge and be entrenched in 

the market. Tenants represented by brokers will be responsible for the commission payment thereof.

Land System

Land ownership and land use tenure 

The main forms of land ownership are Freehold, 

where land is privately owned, or Sectional Title under 

the Sectional Titles Act, where separate ownership of 

buildings or parts of a building in a development is 

possible.

Land sales system

The sale of property works on a willing seller / willing 

buyer principle. 

A land registration system is used in South Africa 

where parcels of land are recorded in regionally 

located Deeds Registries, details of the owner of 

the land are recorded along with the parcel of land 

depicted on a cadastral map. Registries are available 

electronically, with documents such as title deeds 

being available, all local registries fall under the Chief 

Registrar of Deeds. 

Land use

Land use in South Africa must adhere to the property’s 

zoning certificate which indicates uses permitted on 

the property as well as aspects such as coverage, 

building height, floor area ratio, etc. Rezoning 

applications may be made to the local authority, 

the person making the application will be liable for 

necessary costs.

Property ownership

Property can be owned individually, jointly or by an 

entity. 

Foreign Investment

Foreign investors can own land in South Africa without 

restrictions. The same laws that apply to nationals will 

apply to foreigners. However, all foreign funds remitted 

to the country must be declared and documented. 

The property must also be endorsed ‘non-resident’, 

as a condition for repatriation of funds. Non-resident 

investors have to pay Capital Gains Tax when they 

later sell their properties. 

Additionally, restrictions may become applicable in 

terms of restricting farm land ownership by foreigners 

under the Regulation of Land Holdings Bill. The Bill 

also makes provisions for reducing land ownership by 

foreign nationals to leaseholds for a minimum of 30 

years to a maximum of 50 years. The Bill, which has 

been delayed is yet to be presented to Cabinet for 

approval.

There are a number of incentives to attract foreign 

investors. For a comprehensive list of these incentives 

please refer to the following website: http://www.

isnvestmentincentives.co.za

When acquiring immovable property in South Africa, 

any foreign funds used to do so may be repatriated 

along with profits on resale of such property, only after 

the deduction of Capital Gains Tax which is payable 

on the disposal of immovable property, on condition 

that the title deed of the property has been endorsed 

“non-resident”.

Loans to foreigners wishing to purchase immovable 

property are subject to foreign exchange approval 

from the South African Reserve Bank.

Market strengths 

• Well-established, mature property market.

• Cheaper property prices for foreign-currency 

buyers as a result of a depreciating Rand.

• Competitive rentals.

• Positive capital and income growth over the last 

few years. 

• Number of new premier-grade office buildings in 

decentralised nodes. 

Property Taxes

Taxation on owners

 Where a foreigner earns rental 

income with regards to any property in South Africa, 

income tax will be applicable and said foreigner will 

need to be registered as a South African tax payer. 

Capital Gains Tax: Non-residents are liable for the 

payment of CGT on the disposal of any immovable 

property owned by them in South Africa, or on the 

disposal of an interest of at least 20% in the share 

capital of a company where 80% or more of the 

net asset value of the company is attributable to 

immovable property.

If the sales price exceeds R 2 million, 5% must be 

withheld if the seller is a natural person and a non-

resident, 7.5% if the seller is a non-resident company 

or close corporation, 10% if the seller is a non-resident 

trust. 

If the amount withheld exceeds the non-resident’s 

CGT liability, the balance will be returned to the 

non-resident by SARS. Non-resident sellers can apply 

to SARS for a CGT directive, prior to the registration 

of the transfer, in which case payment of the amount 

shown on the directive is made to SARS, and not the 

percentages shown above.

 These fees are payable 

by the property owner and vary depending on the 

property type and municipality within which the 

property is located. Property rates are based on 

the value of the land and improvements, sewerage 

is based on the size of the land, refuse collections 

on the number of bins and water and electricity on 

consumption. These fees are paid on a monthly basis. 

Levies on the other hand are only applicable to 

sectional title properties and are for the costs involved 

in running the complex. This includes limited insurance 

cover, repairs, etc. Special levies may be charged 

when necessary and owners are given notice of such. 

Levies are calculated in accordance to a pro-rata 

percentage.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

Value of property(R) Rate

0 – 750,000 0%

750,001 – 1,250,000 3% on the value above 750,000

1,250,001 – 1,750,000 15,000 + 6% of the value above 1,250,000

1,750,001 – 2,250,000 45,000 + 8% of the amount above 1,750,000

2,250,001 – 10,000,000 85,000 + 11% of the amount above 2,250,000

10,000,001+ 937,500 +13% of the value exceeding 10,000,000 

Taxation on transfer 

 These are the Transfer 

Duty rates applied to properties acquired on or after 

1 March 2016, and apply to all persons (including 

Companies, Close Corporations and Trusts):

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

South Africa contact details:

Elaine Wilson

Divisional Director Research

Research And Marketing • Broll Property Group

t: +27 11 441 4083 

e: ewilson@broll.com

Capital Markets

Group CEO

Broll Property Group 

t: +27 11 441 4043

e: mhorne@broll.com

SPAIN

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.
2,3 Source: CBRE Research, 2016.
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National Statistics

Spain 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 46.4 46.3 46.2 46.1

GDP Growth (real, year-on-year) 3.2% 3.0% 2.2% 2.0%

GDP Per Capita (real, USD) 30,633.8 31,608.4 32,377.6 33,114.3

Interest rate, long-term, end of period 1.8% 1.9% 2.6% 3.4%

Fixed Asset Investment (real, year-on-year) 6.4% 3.6% 3.1% 3.3%

Exchange Rate (US$ per Euro) 1.1 1.1 1.1 1.1

Unemployment Rate 22.1% 19.9% 18.1% 16.6%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016

Domestic

Other European
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South America
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13%
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25%
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Typical Sale and Purchase Terms

Price quotation € sq m based on gross floor area.

Agent fee 0.5%-2% depending on investment volume.

Legal fee 0.57%.

Tax on transaction

Transfer fee: For second hand properties, 6-10% depending on the city.

Value added tax (VAT): 10% for new build.

 Tax levied on capital gains from residential sales. Does not apply for those older than 

65 and for re-investments of capital gains on new property.

Stamp duty (IAJD): 0.5-2% depending on region.

Loan terms
80% LTV of the minimum regulated valuation or acquisition price for residential property; 50-65% for 

commercial property.

Borrowing rate
12 month EURIBOR plus spread (100 bp) for residential property loan.

3 month EURIBOR/SWAP plus spread (150-300 bp).

Mode of payment
Residential standardized mortgage loan and standardized amortization of principal and interest or bullet 

repayment in full on the maturity date.

Typical Leasing Terms

Rent quotation €/sq m/month based on gross area excluding service charges and taxes.

Lease term

3-5 years for office.

3 years average for industrial.

10-15 years for retail for the most important tenants.

Frequency of payment Monthly in advance.

Free rent

 1-1.5 months of rent free for every year of lease commitment.

Industrial: 1 month per year mandatory term.

Retail: 2-4 months, usually related to fit out works.

Deposit 2 months’ rent.

Rent reviews

Yearly CPI indexation. Market rent reviews every 5 years.

Industrial: Market rent review every 5 years.

Retail: Yearly CPI indexation. Market rent review stipulations vary a lot between tenants and contract lengths.

Renewals Options negotiable.

Right to sublet
Optional but rare for offices.

Only to subsidiaries of the matrix company (industrial)/ Usually only to other brands of the same company (retail).

Breaks To be agreed depending on the lease term.

Fit-out
In all sectors, tenant usually pays. For offices landlords are open to provide some tenant improvements in the 

negotiation. Regarding retail shopping centres, the landlord often pays for key tenants.

Agent fee

landlord pays the LL agent 12%-15% of the first annual rent, excluding any incentives. Similar fee for 

the Tenant Rep agents, paid by the Tenant.

Industrial: 18% of first year ś rent.

Retail: For shopping centre re-letting deals, usually 16.6% of annual rent. Minimum Guaranteed Rent (MGR) 

is charged (5% for lease renovations). New development letting contracts may be subject to fees of around 

10% -12%, plus incentives that may lift fees by 1%-3%. High street letting agent fees are usually in the region  

of 12-15%.
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Land System

Land ownership and land use tenure 

Urban and ownership structure is not equally 

distributed across Spain, with the bigger cities (Madrid 

and Barcelona) being the ones in which structure 

is more biased towards public ownership (around 

40% of total). However, this is not seen as a market 

impediment since public auctions to sell land is 

currently a common market practice. There is no 

ownership restriction of land for foreigners or foreign 

corporations. 

Land sales system

As previously mentioned, public auction is the way 

in which land in hands of the administration enters 

the market. Transactions between private market 

players are not subject to specific requirements, 

but those specified in the law. For example, in 

large land transactions, a Compensation Board 

(composed by land owners, developers and public 

entities) compensates small land owners when a land 

transaction occurs.

Land use

Urban development is subject to Land and Urban 

Refurbishment Law in Spain. This law establishes 

controls for occupation, urbanization, construction, 

development and land use for any public or private 

market entity, for example concerning minimum 

urban standards such as land reserved to parks and 

recreation, health centres, public housing or limits 

on housing density. Additionally, each development 

is under a regional, sub-regional and local specific 

urban plan that can make the law more complex in 

specific points. In any case, it is important to recall that 

the public administration, both a market player and 

market regulator, has a strong influence and market 

power. In this respect private and public entities work 

hand in hand to reduce the process of urban land 

consolidation which directly affects investment volumes 

and transaction costs. 

Property ownership

Property ownership in Spain can be in the form of 

individual, multi-ownership and corporate. Individual 

property ownership is the most common tenure status. 

Property ownership can be freely transferred. 

Foreign Investment

None in place.

Golden Visa: Residence permit (1-5 years) for 

real estate acquisitions of more than €500,000 or 

other investments (bonds, R&D, direct investment). It 

allows free circulation in Schengen area (most of EEA 

countries). 

 In December 2012, the Spanish 

Government introduced  reforms in order to make 

SOCIMI’s more attractive. At least 80% of the 

value of the SOCIMI’s assets must be invested in 

qualifying assets or shares and at least 80% of its 

income (exclusive of capital gains) must arise from 

rental income and from dividends of qualifying shares 

SOCIMIs are taxed at 0% provided the shareholders 

owning at least 5% of the SOCIMI are taxed on the 

dividends received at a minimum nominal rate of 10%. 

Where shareholders do not meet this requirement, 

SOCIMIs are taxed at a 19% corporate tax rate on 

the dividends distributed to those shareholders (this 

19% is a tax to be paid by the SOCIMI and not a 

withholding tax on the dividends distributed). SOCIMIs 

must be listed on a regulated stock exchange or 

multilateral trading facility in Spain, the European 

Union or the European Economic Area. The SOCIMI 

is required to distribute 80% of profits arising from 

rental income and ancillary activities, 50% of profits 

from the disposal of qualifying assets or shares and 

100% of profits arising from qualifying shares. There 

is, however, a minimum holding period required: 

SOCIMIs’ assets must be held for a minimum period 

of three years. Non-productive assets must be put 

up for lease but, if a tenant can be found within one 

year, that year will count towards the minimum holding 

period. There is no requirement regarding a minimum 

number of assets to be held by a socimi.

None in place.

Market strengths 

• Moderate asset prices

• Robust legal protection

• No foreign investor restrictions

• Medium to strong rental growth expected 

depending on sectors

Property Taxes

Taxation on owners

Real Estate Property Tax is known as Impuesto sobre 

Bienes Inmuebles (IBI). This is an annual tax equivalent 

to 0.4%-1.1% of property value for urban properties, 

depending on the municipality.

Taxation on transfer 

Paid by the purchaser.

Residential: Newly-built properties are subject to VAT 

(Value Added Tax) equivalent to 10% of the purchase 

price. Secondhand properties are subject to transfer 

tax ranging from 6%-10%, depending on the region 

(Comunidad Autónoma). 

Subject to VAT of 21%. 

Land: Subject to VAT of 21%. 

As a result of legislation passed 

in response to the worldwide financial crisis, investors 

can now generally avoid both VAT and ITP (Impuesto 

sobre Transmisiones Patrimoniales Onerosas) on the 

purchase of shares in companies in which real estate 

assets comprise more than 50% of total assets. 

Capital gains: For individuals and corporations, 

capital gains from real estate must be declared as part 

of personal income taxes or corporate tax. 

Stamp duty: Known as Impuesto de Actos Jurídicos 

Documentados (AJD). Generally 2%, but can vary 

depending on the region (Comunidad Autónoma).  

Notary fees: Varied. Equivalent to 0.01%-0.12% of 

the purchase price, depending on the notary and the 

size of the transaction. 

Registry fees: Approximately 75%-80% of the notary 

fees.

Spain contact details:

Lola Martinez Brioso

Research Director

t: +34 91 514 3941

e: lola.martinez@cbre.com

Capital Markets

 Chairman Capital Markets Continental Europe

t: +34 91 514 3985 

e: adolfo.ramirez@cbre.com

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.
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Market Strengths1 Major Players2 Most Invested Assets3

Domestic ForeignTransparency

Legal Protection 

Investment Liquidity

Foreign Investor Restrictions

SWEDEN

Corporations

European
Institutions

Institutions

Mixed-Use  

Non - European
Property Funds

 

ResidentialProperty  
Companies

European
Property Funds

Property  
Funds

European
Property Companies

Regional  
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LOW

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.
2,3 Source: CBRE Research, 2016.

National Statistics

Sweden 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 9.8 9.8 9.9 10.0

GDP Growth (real, year-on-year) 3.9% 3.7% 2.4% 1.6%

GDP Per Capita (real, USD) 55,220.4 56,804.9 57,748.2 58,303.4

Interest rate, long-term, end of period 1.0% 0.3% 1.4% 2.6%

Fixed Asset Investment (real, year-on-year) 6.7% 6.9% 3.8% 2.2%

Exchange Rate (Kronor per US$) 8.4 8.4 8.6 8.3

Unemployment Rate 7.4% 7.0% 6.8% 6.7%

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)

Domestic

Other European

North America

Other Non-

European

6%

10%

84%

Institutional

Other Collective 

Vehicles

Listed Property
Companies/REIT

Other Property 

Companies/

Developers

Private Investors

Other

2% 11%

25%

5%

40%

17%

Total Investment Turnover

20,000

18,000

16,000

14,000

12,000

10,000

8,000

6,000

4,000

2,000

0

U
S
$

 M
il
li
o
n

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

H
1

 2
0

1
6

Domestic Foreign

Source: CBRE Research, 2016

Source: CBRE Research, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation SEK based on GLA.

Agent fee Success fee. The fee is negotiable, and depends on market conditions and total volume of the transaction.

Legal fee
Both parties may appoint their own legal representatives. Unless specified otherwise, each party bears its 

own legal costs.

Tax on transaction
There is no transfer tax. Registration of the ownership of the real property is subject to stamp duty of 4.25%. 

Stamp duty is payable when the title deed is registered in the Electronic Land Registry. 

Loan terms Typical commercial property loans run up to 10 years with 50-70% LTV. 

Borrowing rate Typically based on STIBOR 3M plus spread. Floating or fixed rates. 

Mode of payment Amortisation schedule is negotiable and depending on LTV, borrower and property type.

Typical Leasing Terms

Rent quotation Rent is usually quoted in Sweden Kronor (SEK)/sq m/year.

Lease term

Three - or five - year lease terms are typical in Sweden. Three years is generally the minimum, although large 

occupiers often sign longer leases. Landlords normally require a five year lease or a longer lease if they do 

extensive tenant improvements.

Frequency of payment The tenant pays rent monthly or quarterly in advance.

Free rent 0 – 3 months.

Deposit The deposit is typically six months’ rent or a bank guarantee.

Rent reviews
Rent Escalation: Although negotiable, rent is usually indexed annually to the national consumer price index 

(CPI), updated in October each year and published on www.scb.se.

Renewals Automatic, unless either party gives notice.

Right to sublet Subleasing of entire premises requires landlord approval, partial subleasing always allowed.

Breaks
Negotiable. When the lease period is fixed, either the landlord or the tenant must give notice to terminate the 

lease. The notice period is negotiable, but nine months is standard.

Fit-out

Usually included in rent. The landlord usually provides suspended ceilings, ceiling lighting and restrooms as a 

part of the lease agreement, and typically makes some tenant improvements, which are negotiable.

In central Stockholm, the landlord usually performs interior construction, and amortizes its cost in the rent.

Fit-out costs are high in Sweden, and in most Scandinavian countries, due to high construction costs and high 

standards.

Agent fee

New Lease: The landlord pays its agent 10–15% on the first year’s rent. If a separate agent represents the 

tenant, the tenant pays its agent approx. 15% of the first year’s rent but with a minimum fee.

Lease Renewal: The agency fee that the tenant pays is normally based on savings.

Sublease: The sub lessor pays approximately 15% of the first year’s rent, regardless of lease length, + VAT. If 

separate brokers represent the sub lessor and subtenant, each party pays its broker 10–15%.

Land System

Land ownership and land use tenure 

Properties in Sweden can be held either under 

freehold or leasehold. Property owned by a public 

entity may be let as a site-leasehold. A leaseholder 

can use the property in the same way as an owner; in 

return the leaseholder pays a rent based on the value 

of the property, which is usually renewed every ten 

years. The leasehold rent is a tax deductible cost for 

corporate income tax purposes. 

Land sales system

Properties can be transferred freely between private 

entities but the form of the transaction of real property 

is regulated by law. The Swedish Land Code stipulates 

the requirements that property transactions need to 

follow to be valid and brings predictability and security 

into the transaction. Market practice in Sweden is 

that property transactions are carried out as indirect 

acquisitions through a special purpose vehicle. The 

use of intermediaries is not compulsory but common 

practice. 

After completion of a transaction, the buyer is 

obligated to register for title within three months. 

Failure to do so does not make the acquisition invalid 

but title registration is in the buyers’ interest since 

it is required when applying for a mortgage on the 

property. Existing mortgages are transferred to a buyer 

upon a property transaction.

Land use

Swedish municipalities are, in accordance with Swedish 

law, required to regulate property development 

and land use through local planning. In all larger 

developments a detailed plan is requirement. During 

a detailed plan’s implementation period (5 to 15 

years), developers are guaranteed a right to build for 

developments in accordance with the plan. After the 

implementation period the detailed plan is still valid 

but can be replaced, altered or revoked. Furthermore, 

all property development must be in accordance to 

the plan and meet Swedish standards and regulations 

to receive a building permit prior to commencement. 

Property ownership

All Swedish land is divided into property units 

and assigned a property name. Properties can be 

defined horizontally or vertically, thus forming a three 

dimensional unit. Ownership is not restricted to land 

only, it may include buildings or other facilities built 

above or below ground by the owner for permanent 

use. Further, ownership may also include instalments 

within the building that are intended for permanent 

use. 

The Swedish Land Code regulates all factors of private 

real estate law. It is stipulated in a way to provide 

all involved parties with predictability, security and 

reliability to minimise transaction costs.

Foreign Investment

There are no restrictions on foreign ownership of 

property in Sweden. Foreign investors can freely 

acquire real property or a housing unit in Sweden.

Sweden is supportive and open to foreign investors. 

The Swedish government has established the agencies 

Invest in Sweden and The Swedish Trade Council 

to encourage and attract foreign investments. In 

addition, the government has altered regulation to 

be more beneficial towards foreign investors, e.g. the 

Companies Act from 2006 which provides foreign 

investors with a better say in their stock companies.

As a member of the EU, Sweden also applies the EU 

directives and incentives to support free movement of 

goods and fair competition.

There are no exchange controls in Sweden. Funds 

from or to Sweden are freely transferable.

Market strengths

• One of the world’s most competitive countries, 

ranked in the top ten (9th) by the World Economic 

Forum in 2015

• Sweden boasts a AAA-rating from all three major 

rating agencies, S&P; Moody’s; and Fitch

• Strong economy which has outperformed the 

Eurozone average in annual real GDP growth 

since 2010

SWEDENSWEDEN
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• One of the global leaders in innovation, 

stimulated by a highly skilled labour force and a 

high level of technological adoption

• The Swedish real estate transaction market is the 

fourth largest in Europe ranking by turnover – only 

beaten by the UK, Germany and France - and has 

been in the last 6 years

Property Taxes

Taxation on owners

The owner or leaser of a property is subject to 

property tax at a rate of 0.5% of the tax assessment 

value for buildings classified as industrial or 

commercial buildings. Industrial buildings are subject 

to 0.5% property tax rate and commercial buildings 

are subject to 1.0% property tax rate. The classification 

is made on a case to case basis and is dependent on 

the type of business conducted on the property. For 

residential properties the tax is SEK 1,200/apartment 

with a limit at 0.4% of the tax assessment value of the 

apartment. 

The tax assessment value should equal 75% of the 

fair market value of the property two years before the 

year of taxation. The fair market value is appraised 

by the Swedish Tax Agency. The property tax rate is a 

deductible cost for corporate income tax purposes.

Taxation on transfer 

Property transactions in Sweden can either be 

carried out direct or indirect through an acquisition 

of shares in a legal entity. To minimise taxes linked 

to transactions of real property the most frequent 

acquisition is through an indirect transaction. These 

indirect transactions are commonly made through a 

newly established special purpose vehicle whose only 

purpose is to operate and own the specific property. 

Indirect acquisitions are tax exempt from stamp duty 

and normally capital gains tax is not levied on the 

seller.

Stamp duty: Direct acquisitions of real property are 

subject to 4.25% stamp duty for legal entities and 

1.5% for individuals upon the registration of the title 

deed in the Electronic Land Registry. The stamp duty is 

levied on the higher of the tax assessment value and 

the transaction price of the property.

Capital gains tax: Direct sale of real estate is 

subject to capital gains tax. Both Swedish and foreign 

companies are subject to Swedish corporate income 

tax on capital gains derived from sale of real estate. 

The current Swedish corporate income tax is 22%.

Value added tax (VAT): The standard VAT rate in 

Sweden is 25%. In general, sales and permanent 

letting of properties are not subject to VAT. It 

is however, possible to apply for voluntary VAT 

registration if the business conducted on the property 

is VAT eligible. In return, property owners can deduct 

the VAT included in the costs and services of the 

property.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Sweden contact details:

Research Manager

t: +46 8 410 18757

e: cecilia.gunnarsson@cbre.com

Capital Markets

Daniel Andersson

Head of Capital Markets

t: +46 8 410 18727

e: daniel.andersson@cbre.com
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Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016
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National Statistics

Switzerland 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 8.3 8.4 8.5 8.6

GDP Growth (real, year-on-year) 0.9% 1.0% 1.5% 1.9%

GDP Per Capita (real, USD) 75,186.8 75,228.0 75,653.3 76,375.5

Interest rate, long-term, end of period 0.0 -0.2 0.6 1.2

Fixed Asset Investment (real, year-on-year) 1.5% 1.6% 0.9% 4.4%

Exchange Rate (CHF per US$) 1.0 1.0 1.1 1.1

Unemployment Rate 3.3% 3.5% 3.6% 3.4%

FDI by Country of Origin  

(2013)

FDI by Sector  

(2013)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, Swiss National Bank, 2016

Source: Oxford Economics, August 2016

Typical Sale and Purchase Terms

Price quotation Price is quoted exclusive of VAT and costs. CHF/m² pa.

Agent fee The fees depend on the transaction value and vary between 1-2.5% of the sales price.

Legal fee Negotiable depending on complexity of the transaction. The legal fees vary between 0.5% and 1%.

Tax on transaction

Most cantons levy a conveyancing tax on the transfer of real-estate. The federal government levies no taxes 

of this kind. The tax rates vary between 0% and 3.5% in different cantons. All sales transactions must be 

notarized. Sales tax (VAT) is 8%.

Loan terms Senior debt generally available up to 70% of value.

Borrowing rate Generally 3 Month LIBOR plus margin (from 150 basis points).

Mode of payment Dependant on amortisation period and terms.

Typical Leasing Terms

Rent quotation Rents are generally quoted as net rent in CHF per sq m per year. 

Lease term
Most lease terms between 5 and 10 years and in some exceptional cases longer. Break clauses are common, 

with tenant break options at the 3rd year, subject to 6-12 months’ notice.

Frequency of payment Rent is paid monthly or quarterly in advance.

Free rent

Rent-free periods are negotiable and a common incentive used by landlords to encourage tenants to sign a 

lease. The value of the incentive offered depends on prevailing market conditions, the covenant of the tenant 

taking the lease, and the length of the term. Rent-free periods vary significantly, but typically one can expect 

to secure 3 to 6 month rent-free in the first year. 

Deposit Landlords typically ask for a Swiss bank guarantee in the amount of six monthly gross rents.

Renewal options The landlord grants the tenant normally one or two unreal renewal options for five years each.

Right to sublet
A right to sublet is a common clause contained in lease terms. Tenant must seek landlord approval to sublet 

the premise. The landlord can refuse a subtenant only in exceptional cases. 

Breaks

Break clauses are common, with tenant break options after the 3rd year, subject to 6-12 months’ notice. A 

penalty is required if the landlord invests in the fit out for the tenant or if the landlord gives the tenant another 

cost intensive incentive. In this case the costs are normally depreciated over 10 years with an interest rate 

between 2 - 5%.

Fit-out

The landlord normally delivers space in an improved shell and core standard with cable channels, heating, 

blinds, restrooms and toilets. More modern buildings are also delivered with suspended ceilings, raised floors 

and basic cooling and ventilation (CAT A).

The tenant normally pays for the remainder of fit-out. Some landlords contributed to the tenant fit-out to 

attract tenants.

The landlord must approve fit-out work. Local authorities may require approval for improvements and 

changes to the base build as windows, bearing walls, and ceilings. Fire department inspection and approval 

are required.

Agent fee

Most landlords and tenants retain agents to act on their behalf.

New Lease: Either the tenant or the landlord, whoever contracted the agent, pays 15% of the annual rent 

plus VAT (currently 8%) of annual rent, regardless of lease length. If one agent represents the landlord and 

another represents the tenant, each receives 15% of the annual rental plus VAT.

Lease Renewal: The tenant pays 7.5%–12.5% of the annual rent plus VAT (currently 8%).

Sublease: The sublandlord or subtenant pays 15% of the annual rent, regardless of lease length, plus VAT 

(currently 8%). If one agent represents the sublandlord and another represents the subtenant, each agent 

receives 15% of the annual rental plus VAT.

SWITZERLANDSWITZERLAND
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Land System

Land and property ownership 

The Swiss federal land register records the existence 

and extent of ownership of private rights to real 

estate. Although it is called a federal land register, 

it is actually managed by the cantons. There is no 

centrally managed property register for the whole of 

Switzerland. 

Categories of property ownership: sole ownership, 

co-ownership and joint ownership/joint tenancy, 

condominium ownership, right to build.

Land use

Land use is governed by the relevant local authority 

through their development plans and zoning 

guidelines. 

Foreign Investment

The acquisition of property by non-resident foreigners 

has been greatly restricted in Switzerland since the 

early 1960s. The Federal Law on the Acquisition of 

Real Estate by Non-residents came into force in the 

1980s. This law was revised on April 30, 1997, known 

as “Lex Koller”. In principle, the revised legislation 

makes the acquisition of real estate by foreign 

nationals subject to approval and the cantons continue 

to be responsible for enforcing the law. 

A further regulation of the residential market comes 

in the form of the Second-Home Construction 

Ordinance “Lex Weber” which states that second 

homes may no longer surpass 20% of the commune’s 

housing stock. In communes with a share of more than 

20% no further second homes will be allowed. While 

at first glance the restriction of further development 

and thus the supply would imply increasing prices, 

the opposite is very often the case, at least in the 

short term. Some market players anticipated the law 

and had sufficient time to apply for building permits. 

A wave of new products are about to come to the 

market creating supply which is above the long term 

average.

There are no restrictions on the repatriation of 

earnings; capital; royalties or interest and repatriation 

payments can be made in any currency. There are no 

currency controls.

Market strengths 

• Switzerland is an open economy

• Purchase power stability achieved through 

traditionally low inflation, low long-term capital 

costs, a good investment climate, sound public 

finances and almost no labour strikes guarantee 

the prosperity and stability of the Swiss economy

• The strength of the Swiss economy is largely due to 

its international outreach and strong intertwining 

with the economies of other countries

• Switzerland has one of the highest export rates as 

a percentage of gross domestic product. Highly 

specialised and flexible small and medium-sized 

companies characterise the technologically 

advanced industrial sector

• Switzerland has also a very high education 

standard

Property Taxes

Taxation on owners

Cantons but not everyone (and in some cantons, the 

communes) levy a special wealth tax on property 

known as the property tax, which is payable annually 

in addition to the general wealth tax. It is calculated on 

the market or taxable value of real estate (excluding 

the debts encumbering it, that is, any such debts are 

not deductible) and ranges between 0.05% and 0.2%.

A landlord can elect to charge VAT on rent at 8%. 

VAT is reclaimable where a person or company is 

registered for VAT.

Taxation on transfer 

Most cantons levy a  on the transfer 

of real-estate. The federal government levies no taxes 

of this kind. The tax rates vary between 0% and 3.5% 

in different cantons. In most cantons, it is usual for 

conveyancing taxes to be shared equally between 

buyer and seller. 

All sales transactions must be notarized. Notary fees 

range from 0.25% in Zurich to 0.5% of the sales price 

in Geneva, and up to 0.75% elsewhere.

Sales tax: Value-added tax (VAT) is levied at federal 

level. The current rate of VAT is 8%.

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

Switzerland contact details:

Amelie Stielau

Head of Research

t: +41 44 226 30 52

e: amelie.stielau@cbre.com

Capital Markets

Amine Hamdani

Head of Capital Markets

t: 41 44 226 30 67

e: amine.hamdani@cbre.com
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UNITED ARAB EMIRATES
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Residential
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MEDIUM

MEDIUM

MEDIUM

HIGH

1 Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016.  
2,3 Source: CBRE Research, Real Capital Analytics.

National Statistics

UAE 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 9.2 9.3 9.4 9.6

GDP Growth (real, year-on-year) 3.4% 2.3% 3.0% 3.9%

GDP Per Capita (real, USD) 39,543.6 39,883.1 40,495.9 41,470.1

Fixed Asset Investment (real, year-on-year) 3.0% 4.2% 3.4% 2.6%

Exchange Rate (Dirham per US$) 3.7 3.7 3.7 3.7

Unemployment Rate 4.9% 4.9% 4.7% 4.7%

FDI by Country of Origin  

(2012)

FDI by Sector  

(2012)
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Source: CBRE Research, Oxford Economics, 2016

Source: CBRE Research, UAE Bureau of Statistics, 2016

Source: Oxford Economics, August 2016
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Typical Sale and Purchase Terms

Price quotation
AED/sqft (commercial).

AED/sqft (residential).

Agent fee 1 - 2 % of investment value.

Legal fee 0.25% of investment value.

Tax on transaction Varies by Emirate.

Loan terms Up to 25 years.

Borrowing rate Varies, ranging between 3 -7.5% (residential mortgages).

Mode of payment Monthly repayment schedule (paid via post-dated cheques).

Typical Leasing Terms

Rent quotation AED/sq m/year (commercial), AED/unit/year (residential).

Lease term 3-5 years (commercial), 1 year (residential).

Frequency of payment Quarterly in advance (commercial), yearly/bi-annual in advance (residential).

Free rent Refers to fit-out period - 1-4 months depending on the lease tenure(commercial), none (residential).

Deposit 5% of annual rent.

Rent reviews
Rent escalation is yearly or fixed at 2 – 3 years depending on the lease tenure and agreement with landlords 

(commercial), yearly (residential).

Renewals Depending on agreement of landlords and tenants (commercial), yearly (residential).

Right to sublet Depending on location and subject to landlord’s consent (commercial).

Breaks
Rent break after 3 years is commonly practiced for lease tenures in excess of 5 years, with 6 months  

written notice.

Fit-out Typically 1-4 months depending on the unit size and lease term (commercial), none (residential).

Agent fee 5 – 10 % of annual rent (commercial), minimum AED 2,000 up to 5% of annual rent (residential).

Land System

Land ownership and land use tenure 

UAE nationals and legal entities wholly owned by them 

have the right to acquire land on a freehold basis 

anywhere in Abu Dhabi. 

All other investors will be restricted to musataha rights 

for lands located within designated Investment Zones 

which may be granted for up to a 50 year term under 

federal law. Law No. 19 of 2005 takes this further, 

and states that this 50 year term may be renewable for 

another 50 years.

Land sales system

Actual land sale transactions are not publically 

released to the market. Particularly for larger 

developments, one must be cautious as land 

transactions may not always be conducted at arm’s 

length and there can often be external factors to 

consider such as, Government to Government 

transactions, Government subsidies for infrastructure 

development, site preparation, etc. 

Land use

Plan Abu Dhabi 2030 serves as the development 

blueprint of the Emirate of Abu Dhabi. This 

conceptual document including the approved land 

uses, designated zones and pertinent development 

guidelines (e.g. density, building heights). 

Property ownership

UAE nationals and legal entities wholly owned by 

them have the right to acquire freehold ownership 

to properties anywhere in Abu Dhabi. Non-UAE 

nationals do not have the right to own or sell freehold 

land in the UAE. GCC nationals cannot own freehold 

land but may own ‘surface property’, provided the 

land is within a designated Investment Zone. These 

‘surface’ property rights take the form of usufruct rights 

(for up to 99 years). 

Foreign Investment

It is mandatory for companies to have a local sponsor 

with an investment share of 51% local and 49% 

foreign. 

However, commercial entities registered in Free Zones 

are not required to have local partner (sponsorship) 

which allow foreign investors to have 100% business 

ownership.

Investment Zones)

• Zero income tax

• Competitively priced utilities

• Duty-free import of machinery and raw materials

• One-Stop Shop for registration, government 

relations and visa processing

• 100% foreign ownership

• Zero percent import tariffs

• Zero percent taxes on companies and individuals

• No restrictions on capital movements or profits

The UAE Dirham (AED) is pegged to the US Dollar at 

1 US$ = 3.67 dirham

Market strengths 

• Supportive government stance as reflected in 

investment friendly policies and continuous 

pouring of investments to development of soft and 

hard infrastructure facilities

• One of the most progressive economies, providing 

wide range of incentives and exemptions for 

foreign investments as well as for SMEs

• Sound political and economic conditions, 

providing enabling environment for both local and 

international businesses

• Dubai and Abu Dhabi serve as launching points 

into local, regional and international markets 

Property Taxes

• Taxation on owners – none 

• Taxation on transfer – 1% Municipality fee and 

capped at AED1 million

UNITED ARAB EMIRATESUNITED ARAB EMIRATES
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Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not verified it and make no guarantee, 

warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. This information is presented exclusively for use by CBRE clients and 

professionals and all rights to the material are reserved and cannot be reproduced without prior written permission of CBRE.

UAE contact details:

Matthew Green

Head of Research & Consulting

t: +971 4437 7254

e: matthew.green@cbre.com
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1  Source: CBRE Research, Transparency International, iHS, World Economic Forum, World Bank, OECD, 2016. 
2,3 Source: CBRE Research, 2016.
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National Statistics

United Kingdom 2015 2016 (f) 2017 (f) 2018 (f)

Total Population (millions) 65.2 65.6 66.1 66.6

GDP Growth (real, year-on-year) 2.2% 1.8% 1.1% 1.4%

GDP Per Capita (real, USD) 41,193.6 41,571.4 41,707.4 42,002.5

Interest rate, long-term, end of period 2.0% 0.9% 1.4% 1.9%

Fixed Asset Investment (real, year-on-year) 3.3% -0.1% -0.7% 1.8%

Exchange Rate (US$ per Pound) 1.5 1.4 1.3 1.3

Unemployment Rate 2.3% 2.0% 2.4% 2.4%

Total Investment Turnover

Investment Turnover by Investor Origin  

(2013 - H1 2016)

Investment Turnover by Investor Type 

(2013 - H1 2016)
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Typical Sale and Purchase Terms

Price quotation
Quoting prices for assets are typically given as a lump sum in GBP - £. The buyer is not expected to pay any 

of the Vendor’s fees.

Agent fee
It is normal in the UK for the buyer and seller to retain their own advisors. Fees are typically a % of agreed 

price. This is negotiable but typically 0.2% to 1.5% depending on lot size.

Legal fee Typically 0.2%-0.5% depending on value and complexity.

Tax on transaction

Vendor: No tax but may be liable to tax on profit on sale at personal or corporate tax rate. Latter 20%.

 Stamp Duty Land Tax (SDLT) at 5% in England and Wales; Scotland Land and Buildings Transfer 

Tax (LBTT) calculated differently but currently at about 4.5%. Certain types of SPV structures are not subject to 

purchase taxes.

Loan terms Senior debt generally available up to 60% of value.

Borrowing rate Five year swap rate plus margin (generally from 175 basis points).

Mode of payment By negotiation.

Typical Leasing Terms

Rent quotation

£ Per sq Ft per annum the amount of space taken based on:

Net Internal Area.

Retail: Rent measurements are based on different zonings for retail premises. ITZA is the zone quoted closest 

to the premises window.

Industrial: Gross Internal Area.

Lease term Typically between 5 and 15 years length.

Frequency of payment Quarterly in advance.

Free rent
Negotiable and dependent on lease term and property type (e.g.Office is frequently X month’s rent free from 

the beginning of a lease).

Deposit Varies.

Rent reviews Typically 5 yearly (upwards only).

Renewals
Normally right to renew on market terms – but it is possible to contract out of these rights with the consent of 

tenant and the court.

Right to sublet Dependent on lease term but normally allowed.

Breaks Negotiable but common in longer lease terms.

Fit-out
Dependent on strength of leasing market. Tenants often get a contribution to fit out costs (better contribution 

in weaker leasing markets).

Agent fee Negotiable.
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Land System

Land ownership and land use tenure 

In the England and Wales it is the Land Registry’s duty 

to keep and maintain records – they have more than 

24 million titles – on the evidence of Land ownership. 

In Scotland there is the Land Register which does the 

same thing.

Individuals or organisations that become landowners, 

or own interests in land, must apply to the Land 

Registry to:

• Register unregistered land (no unregistered land in 

Scotland)

• Register a new owner of a registered property 

following a sale

• Register an interest affecting registered land, such 

as a mortgage, a lease or a right of way

It is the Land Registry’s duty to:

• Provide a reliable record of information about 

ownership of and interests affecting land

• Provide owners with a land title that is 

underpinned by the state

• Simplify the transfer of interests in land

• Register leasehold ownership

Ownership in the UK is granted Freehold or on long 

leasehold (up to 999 years). All land is owned freehold 

and a lease is a subordinate interest created out of the 

Freehold. In Scotland the title is Heritable and a lease 

of more than 175 years with a rent of less than £100 

automatically converted to the heritable interest on 28 

November 2015.

Land sales system

Land is sold mainly through negotiations between 

private entities represented by agents, although sale by 

auctions is also used for smaller value properties.

Land use

Land uses need to be explicitly permitted by granting of 

planning permission by the appropriate local / national 

government body which themselves are governed by 

possible restrictions (i.e. land use has been restricted or 

assigned to particular types of land use – commercial, 

residential, greenbelt). Contractually the use of land 

may be further limited (e.g.by a former owner).

Property ownership

Freehold ownership is the primary form of ownership 

and provides tenure of an unlimited term. The vast 

majority of houses in the UK are owned on a freehold 

basis. Some commercial buildings are also owned 

freehold. As a freeholder you own both the property 

and the land on which the property stands. Freehold 

is the strongest form of land/property ownership 

available. The majority of commercial (i.e. not 

residential or agricultural) property is occupied on a 

leasehold basis.

Leasehold is the alternative form of tenure (property/

land ownership) available in the UK; with leasehold, 

your ownership is time-limited. 

The lease is the principal document which sets out 

the details of the contractual relationship between 

the owner of a property (the Landlord) and the 

occupier (the Tenant). The content of the lease will vary 

depending on the property type and the relationship 

between the landlord and the tenant. 

The basic rules governing leases whether as an 

intermediate landlord or as a tenant are the same; but 

there are additional considerations for leases granted 

at full market rent for occupational purposes.

Foreign Investment

There are no restrictions on foreign ownership of UK 

Real Estate. Real Estate may be acquired by overseas 

investors in a number of different ways, as noted 

above – freehold or long leasehold. Overseas private 

individuals, trustees and companies can all acquire 

ownership directly through a purchase or indirectly 

via a SPV, a collective fund or REIT / listed property 

company.

There are no UK tax incentives specifically targeted at 

foreign investors however they may be exempt from 

certain taxes depending on tax status.

 

There are no currency controls. There are no limits 

placed on repatriation of funds. Importing foreign 

currency must be declared to customs, however there 

is no legal prohibition on the movement of money into 

and out of the country.

As a member of the European Union, there are no 

controls or limitations regarding the movement of 

currency. However, when transferring funds outside of 

the EU, there may be local regulations that exist in the 

destination/source country that one should be aware of.

Market strengths 

The UK offers a number of market characteristics that 

make it an attractive destination for overseas investors:

• Ease of Access

• Transparency of Market – in both wealth and 

openness of information

• Operating on a level playing field with domestic 

investors

• Liquidity of Market

• Stability of country and currency

Property Taxes

Taxation on owners 

Owners pay tax on net income at either their personal 

tax rate (individuals) or the  rate. Net 

income is calculated net of all costs including interest 

on debt (subject to some anti-avoidance provisions). 

Capital gains realised on the sale of assets are also 

taxable. Owners (whether corporate (or a similar 

structure) or personal) who are not resident in the 

UK for tax purposes are not subject to tax on capital 

gains. They are, however, liable to pay tax on income, 

and if they undertake to submit tax returns and pay tax 

as if they were UK resident, they will normally obtain 

exemption from the Non-Resident Landlord Scheme 

(NRLS). Under NRLS, HMRC (the tax authority) can 

require tenants and agents to pay 20% of all sums 

payable to an off-shore entity to be paid to them 

instead. Only after submitting tax returns etc, can 

any resultant overpayment of tax be reclaimed. There 

is no automatic right to exemption from NRLS and 

any exemption granted can be rescinded at any time 

without cause. 

There are no wealth or other similar taxes in the UK.

Owners are normally liable to pay Value added 

tax (VAT) on charges for services (eg. maintenance 

repair and cleaning costs) to those providing them and 

usually have to charge VAT on rents and other charges 

to tenants. VAT is a sales tax and the net difference 

between VAT charged to tenants and paid to suppliers 

is paid to HMRC quarterly.

 have to pay an annual tax to 

local authorities based on rental values and Owners 

become liable for these charges (potentially at a 

reduced level) if a building is unoccupied (apportioned 

on a per diem basis for part years).

Note that for income and capital tax purposes, an 

 is 

tax transparent and that each partner pays tax on its 

relevant proportion of the income and capital profits of 

the partnership. As the partner is the taxpayer, the tax 

is calculated and paid in accordance to the partner’s 

tax status.

Stamp Duty Land Tax (SDLT) in England and  

Wales, or 

(LBTT) in Scotland, maybe payable on lease 

agreements. However a licence to occupy is not 

subject to these taxes.

For SDLT: 1% of the net present value (NPV) of the 

total rental payments (including VAT) to be made 

over the duration of the lease, less £150,000. NPV is 

calculated on the basis that the rent for any years after 

the end of year 5 is at the highest annual rate payable 

over the first five years.

For LBTT: Commercial leases will pay LBTT at the 

same rate as for SDLT on rent – but tenants will be 

required to submit LBTT returns every three years. LBTT 

on any capital payment will be at the same rates as for 

a purchase.
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Taxation on transfer 

Stamp Duty Land Tax (SDLT) in England and Wales 

or  in 

Scotland is payable by the purchaser. Normally the 

amount paid is a percentage of the price paid plus, 

for leases, the NPV of the rental payments to be made 

under the lease terms. This is payable within 30 days 

of the transaction and registration (thus proof) of 

ownership is likely to be contingent on payment.

SDLT and LBTT are charged only on the portion 

of the price that exceeds the threshold. Both taxes 

have the nil threshold set at £150,000. For the SDLT 

transactions between £150,000 and £250,000 will be 

subject to a rate of 2% on the part price that exceeds 

the nil threshold of £150,000 the transacted amount 

in excess of £250,000 will be chargeable at a rate 

of 5%. For the LBTT rates are 3% for the part of the 

price between £150,001 and £350,000; 4.5% for any 

portion of the price exceeding £500,000.

Acquisition of a share of a limited partnership 

gives rise to a charge as if the acquisition had been of 

the relevant percentage share of the underlying real 

estate at its Market Value (i.e. prior to deduction of 

any debt secured against it). The purchase of shares in 

a company attracts a Stamp Duty payment of 0.5% of 

the amount paid and there is no tax on the acquisition 

of units in a unit trust.

Note that unlike many jurisdictions HMRC do not 

issue invoices and it is the taxpayer’s responsibility 

to calculate and pay the appropriate tax due in the 

correct timeframe. Significant penalties exist for those 

who do not do so. 
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