Commercial
securities traders

Depending on the circumstances of a
specific case, it is possible in practice
for the tax authority to qualify a pri-
vate individual as a commercial secu-
rities trader, which would mean that
capital gains earned by the private
individual would be subject to tax.

Principle

Capital gains from the sale of private assets are usually

exempt from tax (Direct Federal Taxation Act, Art. 16 para. 3).
However, if the situation warrants, tax authorities can classify
the private investor as a commercial securities trader with income
from self-employment (Direct Federal Taxation Act, Art. 18).
Classification as a commercial securities trader is not only very
relevant to the treatment of securities transactions by private
investors for the purposes of income tax and AHV contributions,
but also depends on many factors.

Factors influencing classification as a commercial
securities trader

Classification of a private investor as a commercial securities
trader must take account of all the circumstances of a specific
case.
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To give the majority of taxpayers some legal certainty, the Swiss

Tax Conference identified the criteria that can be used to exclude

commercial securities trading.

According to these criteria, a taxpayer is without exception

engaged in private asset management if the following conditions

are fulfilled cumulatively (preliminary examination according to

Circular No. 36 of July 27, 2012):

= The securities that are sold were held by the investor for at
least six months.

= The total transaction volume (sum of all purchase prices and
sales proceeds) per calendar year does not exceed five times
the value of the securities and credit balances at the beginning
of the tax period.

= The capital gains being earned on securities transactions are
not necessary to cover living costs. This is usually the case if
the realized capital gains equal less than 50% of all taxable
income earned in the tax period.

= The investments are not financed by borrowing, or the taxable
income from the securities (e.g. interest, dividends, etc.) is
more than the pro rata debit interest.

= Derivatives (in particular options) are only purchased and sold
to hedge the investor’s own securities positions.

If these criteria are not fulfilled cumulatively, qualification as a
commercial securities trader cannot be excluded, and the matter
will be decided in view of the circumstances of the specific case.

Latest rulings of the federal supreme court

The taxpayer earns taxable income from self-employment if he/
she purchases and sells assets in a manner that exceeds the
scope of the regular management of private assets. Here, the
taxpayer must be involved in an activity which as a whole is
focused on acquisition, i.e. he/she must systematically execute
such transactions with the intention of generating a profit. For
such an activity to be classified as self-employment, the taxpayer
does not have to visibly participate in business life or carry out
the activity as part of an actual organized business.

Classification as a securities trader requires all the circumstances
of a specific case to be taken into account. Based on the latest
rulings of the Federal Supreme Court, the Circular lists the
following factors that must be considered.

Primary indicators

= Transaction volume (frequency of transactions and short
holding periods)
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= Substantial use of borrowed funds to finance the transactions
(particularly critical if the debit interest and charges cannot be
covered by regular income)

= Use of derivatives (critical if derivatives are used for more than
just the hedging of risks or volumes that are large in proportion
to total assets turned over)

Secondary indicators
= Systematic or planned approach or reinvestment of gains
in similar assets

= Close links between the transactions and the taxpayer'’s
profession as well as use of special expertise

Each important fact may be sufficient on its own or together with
other facts (including those that are listed as less important) to
justify the classification of an investor as a commercial securities
trader. If certain typical elements of self-employment are not
given, they can be compensated by the special emphasis placed
on other elements. What is important is that in its overall
appearance the activity seems to focus on the earning of profits.
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Assessment basis

The difference between the sales proceeds and the cost price
of the securities minus selling costs is subject to tax. Business
losses can only be deducted if they have been booked.

Inherited securities
The tax qualification that applied to the deceased (private assets
or business assets) continues to apply to the heirs.

What are the risks of classification as a commercial
securities trader?

The realized capital gains become subject to tax as well as AHV
contributions. Capital losses on the other hand can be deducted
for tax purposes and carried forward for up to seven years if
necessary if they were posted and reported correctly.

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.

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 U. S. person (within the meaning of Regulation S under the US Securities Act of 1933, as amended). It may not be
reproduced, neither in part nor 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.
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