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1. Case law of the Federal Supreme Court
For a private individual subject to tax to earn taxable income 
from self-employment, he/she must not merely sell real estate in 
connection with the management of the asset or in order to exploit 
an opportunity which arises by chance; rather, the individual must 
engage in this activity systematically, with the intention of making 
a profit (ruling of the Swiss Federal Supreme Court (BGE) 125 
II 113). For such an activity to be classified as self-employment, 
the individual subject to tax does not have to participate visibly in 
economic transactions, or perform the activity under the auspices 
of an actual, organized business.

2.  Factors influencing classification as a professional 
real estate dealer

The decision of the Swiss Federal Supreme Court BGE 125  
II 113 states that the Federal Supreme Court’s existing practice 
on the taxation of real estate dealers continues to apply, and is 
governed in particular by the following specific criteria:

 ȷ Systematic or planned nature of the operation
 ȷ Frequency of transactions
 ȷ Close links between this activity and professional activities
 ȷ Specialist expertise in this area
 ȷ Short period of ownership
 ȷ Use of substantial borrowed funds to finance the transactions
 ȷ Reinvestment of gains in similar assets

However, the aforementioned criteria need not apply cumulatively 
in order to assume that professional real estate trading is taking 
place. Instead, according to the Federal Supreme Court, the  
circumstances of the specific individual case must be considered 
in their entirety as the basis for classifying an individual as  
a professional real estate dealer.

In the Federal Supreme Court’s opinion, the frequency of sales 
activities and planned nature of the operation are sufficient  
to determine its professional status. In exceptional cases, however, 
this professional status can even be confirmed if the case only 
involves one single property sale, provided that the sale of the real 
estate goes beyond the mere scope of management of private 
assets (see BGE 104 Ib 168 et seq.).

Classification and implications
Under certain circumstances, private individuals may be 
classified by the tax authorities as professional real estate 
dealers. As a result, gains on private real estate may be 
taxed additionally at federal level, and social security 
contributions may also have to be paid.

Basic principle
Neither gains on private real estate nor those on movable private 
assets are taxed on the basis of the Direct Federal Taxation Act 
(DBG) (art. 16, para. 3, DBG). Cantonal provisions are reserved.

The question as to an individual’s classification as a professional 
real estate dealer is very important in connection with the treat-
ment of real estate sales effected by private individuals under 
income tax law as well as social insurance law.
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Dualistic system
As is the case under direct Federal tax law, capital gains realized 
on the sale of real estate that forms part of business assets, or 
which originate from professional real estate trading, are subject 
to ordinary income tax and are added to other income in those 
cantons with the dualistic system (special cantonal regulations 
must be taken into account in each specific case).

Monistic system
In cantons with the monistic system, gains from the sale of real 
estate that forms part of the business assets or which originate 
from professional real estate trading are generally covered by 
real estate gains tax (special cantonal regulations must be taken 
into account in each specific case). 

3.3 Sale of an investment property
When selling an investment property, it is advisable to consult 
a tax specialist who will – in advance of the transaction – ana-
lyze whether it constitutes professional real estate trading or, if 
necessary, will obtain a ruling from the relevant tax authority to 
clarify this issue. The tax specialist may also assist with examin-
ing alternatives.

Contact us
We will be happy to arrange a personal consultation.
Call us at 0844 200 114*
For more information, visit our website at:
credit-suisse.com/financialplanning

* Telephone calls may be recorded.

3.    Tax treatment for classification as a professional 
real estate dealer

3.1 Under Federal law
For private individuals, gains realized from professional real 
estate trading are additionally subject to ordinary income tax at 
Federal level (as well as cantonal tax), and also to social insur-
ance contributions. Furthermore, the annual revenues generated 
from real estate are subject to social insurance contributions. 
On the other hand, losses can be deducted for tax purposes 
and carried forward for up to seven years if necessary, provid-
ed that such losses are posted and recognized correctly from 
an accounting perspective. If a private individual subject to tax 
engages in professional real estate trading, the relevant real 
estate must be allocated to business assets. For this purpose, 
real estate dealers must book the real estate intended for trading 
as “Merchandise held for resale” in current assets.

3.2 Under cantonal law
Taxation of gains from the sale of real estate differs fundamen-
tally depending on which of two different taxation systems is 
applied: these are the dualistic and monistic systems.

Breakdown by Canton

System Cantons

Dualistic AG, AI, AR, FR, GL, GR, LU, NE, OW, SG, SH, SO, TG, VD, 
VS, ZG

Monistic BE, BL, BS, JU, NW, SZ, TI, UR, ZH

Canton GE has a specific regime.

CREDIT SUISSE (Switzerland) Ltd.
P.O. Box 100
CH-8070 Zurich
credit-suisse.com 

Tax treatment depends on the individual circumstances of each client and may be subject to change in the future. This material does not contain tax advice of any kind. 
Any tax related general information provided with this material is not a substitute for comprehensive individual tax advice. You should consult with a professional tax 
advisor as you deem necessary. 

The information provided herein constitutes marketing material. It is not investment advice or otherwise based on a consideration of the personal circumstances of the 
addressee nor is it the result of objective or independent research. The information provided herein is not legally binding and it does not constitute an offer or invitation 
to enter into any type of financial transaction. The information provided herein was produced by Credit Suisse Group AG and/or its affiliates (hereafter “CS”) with the 
greatest of care and to the best of its knowledge and belief. The information and views expressed herein are those of CS at the time of writing and are subject to 
change at any time without notice. They are derived from sources believed to be reliable. CS provides no guarantee with regard to the content and completeness of 
the information and where legally possible does not accept any liability for losses that might arise from making use of the information. If nothing is indicated to the 
contrary, all figures are unaudited. The information provided herein is for the exclusive use of the recipient. Neither this information nor any copy thereof may be sent, 
taken into or distributed in the United States or to any US person (within the meaning of Regulation S under the US Securities Act of 1933, as amended). It may not 
be reproduced, either in part or in full, without the written permission of CS. Your Personal Data will be processed in accordance with the Credit Suisse privacy 
statement accessible at your domicile through the official Credit Suisse website https://www.credit-suisse.com. In order to provide you with marketing materials 
concerning our products and services, Credit Suisse Group AG and its subsidiaries may process your basic Personal Data (i.e. contact details such as name, e-mail 
address) until you notify us that you no longer wish to receive them. You can opt-out from receiving these materials at any time by informing your Relationship 
Manager. 
Copyright © 2022 Credit Suisse Group AG and/or its affiliates. All rights reserved. S
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