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decision-making power continues to rest with the EU Member 
State(s) concerned.  The aim of this framework is to review an 
FDI on critical infrastructure including real estate crucial for 
the use of such infrastructures and its potential effects on secu-
rity or public order.  Currently, Luxembourg parliament is exam-
ining the proposal of draft bill n°7578 of 7 May 2020, which will 
establish the legal basis for a screening mechanism of an FDI in 
Luxembourg. 

3 Real Estate Rights

3.1 What are the types of rights over land recognised 
in your jurisdiction? Are any of them purely contractual 
between the parties?

Luxembourg law recognises several types of rights over land, 
mostly created by contract.  These are divided in rights in rem 
such as ownership, usufruct, rights of use and habitation, ease-
ments as well as rights in personam which may arise from a  
commercial lease, a residential lease or an agricultural lease.  
Certain rights over land may arise without documentation as, 
for example, easements created by law or “prescriptive” rights 
arising as a result of a long period of use without challenge.

3.2 Are there any scenarios where the right to land 
diverges from the right to a building constructed 
thereon? 

Divergence would arise in the scenario of long-term rights in rem 
deriving from the ownership of property as, for example, in the 
case of a long lease (bail emphytéotique) and a building right (droit 
de superficie).

3.3 Is there a split between legal title and beneficial 
title in your jurisdiction and what are the registration 
consequences of any split? Are there any proposals to 
change this?

In principle, there is no split between legal title and benefi-
cial title.  However, ownership attributes may be divided into 
usufruct rights and bare ownership rights.  In such case, the 
usufruct holder has the right to use the property and to derive 
profits from it but he does not have the right to sell it.  The 
usufruct shall be registered with the Mortgage Registry (as 
defined below). 

1 Real Estate Law

1.1 Please briefly describe the main laws that 
govern real estate in your jurisdiction. Laws relating 
to leases of business premises should be listed in 
response to question 10.1. Those relating to zoning and 
environmental should be listed in response to question 
12.1. Those relating to tax should be listed in response to 
questions in Section 9.

The Luxembourg Civil Code contains the main provisions that 
govern real estate rights such as sale, easements, co-ownership, 
lease, liens and mortgages.  Further regulation governs other 
real estate aspects such as territory planning, urban manage-
ment, different types of leases including long leases (bail emphytéo-
tique) and building rights (droit de superficie).

1.2 What is the impact (if any) on real estate of local 
common law in your jurisdiction?

The Luxembourg legal system is based on civil law and thus 
local common law has no impact on real estate in Luxembourg.  

1.3 Are international laws relevant to real estate in your 
jurisdiction? Please ignore EU legislation enacted locally 
in EU countries.

Real estate in Luxembourg is governed by national law and 
therefore international laws do not directly impact domestic 
legislation. 

2 Ownership

2.1 Are there legal restrictions on ownership of real 
estate by particular classes of persons (e.g. non-resident 
persons)?

There are no specific legal restrictions on ownership of real 
estate in Luxembourg by foreign investors.  However, on 21 
March 2019 the EU already established a framework for the 
screening of foreign direct investments (“FDI”) under regu-
lation (EU) 2019/452 of the European Parliament and of the 
Council of 19 March 2019 (the “Regulation”), which applies in 
all EU Members States from 11 October 2020.  Nevertheless, the 
Regulation does not make the European Commission (“EC”) 
the decision-maker for FDI approvals within the EU.  The final 
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4.7 Please briefly describe how some rights obtain 
priority over other rights.  Do earlier rights defeat later 
rights?

As a general principle, rights in rem that have been validly regis-
tered have a priority right determined by the date of transcription.

5 The Registry / Registries

5.1 How many land registries operate in your 
jurisdiction? If more than one please specify their 
differing rules and requirements.

There is a Land Registry and a Mortgage Registry, which are 
managed by the Luxembourg Registration Duties, Estates and 
VAT Authority (Administration de l’enregistrement des domaines et de 
la TVA).

5.2 How do the owners of registered real estate prove 
their title?  

The owners including any interested party may request an 
extract from the Mortgage Registry containing all transcrip-
tions/inscriptions on the real estate asset or request a copy of 
the inscription/transcription or of the documents submitted for 
inscription/transcription.

In addition, the owners may also order (electronically) an 
ownership certificate issued by the Land Registry either in elec-
tronic or paper format.

5.3 Can any transaction relating to registered real 
estate be completed electronically? What documents 
need to be provided to the land registry for the 
registration of ownership right? Can information 
on ownership of registered real estate be accessed 
electronically?

Transactions related to real estate shall be completed in front 
of a notary who drafts and authenticates the notarial deed.  He 
will then register/transcribe the transfer deed at the Mortgage 
Registry. 

Information on the ownership is available to the public 
and can be accessed electronically via the Land Registry by 
requesting an extract.  The extract is free of charge if ordered in 
electronic format.  However, the general public has only limited 
but adequate access to the land register information, whereas 
authorised users, such as notaries, have direct access to all infor-
mation related to the property.

5.4 Can compensation be claimed from the registry/
registries if it/they make a mistake?

See our answer to question 4.2 above.

5.5 Are there restrictions on public access to the 
register? Can a buyer obtain all the information he 
might reasonably need regarding encumbrances and 
other rights affecting real estate and is this achieved 
by a search of the register? If not, what additional 
information/process is required?

Anyone can request an extract from the Mortgage Registry upon 
payment of a fee.  The request should specify the immoveable 

4 System of Registration

4.1 Is all land in your jurisdiction required to be 
registered? What land (or rights) are unregistered?

All land privately held is registered with the land registry and 
topography administration (administration du cadastre et de la topog-
raphie) (the “Land Registry”), which provides information 
about the current owner, the description, the exact situation and 
surface of the property.  In addition, rights in rem over land (and 
certain personal rights, e.g. lease agreements for more than nine 
years) are registered/transcribed with the “immovable prop-
erty register”, i.e. mortgage offices (bureaux de la conservation des 
hypothèques) (the “Mortgage Registry”).

4.2 Is there a state guarantee of title? What does it 
guarantee?

There is no state guarantee of title in Luxembourg stricto sensu.  
However, in general terms, the state and other public law entities 
are liable, in the performance of their respective public service 
duties, for any damage caused by the defective functioning of 
their administrative and judicial services, subject to res judicata.

4.3 What rights in land are compulsory registrable? 
What (if any) is the consequence of non-registration?

The transfer of ownership, rights and interests, leases concluded 
for a period exceeding nine years, mortgages, certain judg-
ments, easements and encumbrances shall be registered with the 
Mortgage Registry.

The registration is mandatory in order to be enforceable 
against third parties but it does not affect the validity of the 
transaction between the parties.

4.4 What rights in land are not required to be 
registered?

Lease agreements not exceeding nine years are not required to 
be registered.

4.5 Where there are both unregistered and registered 
land or rights is there a probationary period following 
first registration or are there perhaps different classes 
or qualities of title on first registration? Please give 
details. First registration means the occasion upon 
which unregistered land or rights are first registered in 
the registries.

There is only one form of registration of a title and no proba-
tionary period applies.

4.6 On a land sale, when is title (or ownership) 
transferred to the buyer?

The ownership of land may be transferred between the parties 
under the terms of a sale’s agreement.  However, such transfer 
is enforceable towards third parties only when recorded in a 
notarial deed and registered with the Mortgage Registry as 
explained under question 4.3.
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6.4 What is the appetite for investors and/or 
developers to invest in your region compared to last year 
and what are the sectors/areas of most interest? Please 
give examples.

New construction struggles to meet a continuing, strong demand 
of a rapidly growing population mainly centred in Luxembourg 
City with an estimated need for 5,600 to 7,500 additional dwell-
ings per year.  As a response to this high demand, developers 
now are focusing on building more apartments than houses 
with a decreasing surface area year by year.  Luxembourg’s 
statistic service reported that only in 2019 housing prices in 
Luxembourg climbed up to 11.5% for new apartments.  The 
average price for one square metre currently lies around EUR 
10,548 in Luxembourg City, whereas paying rent comes at an 
average of EUR 1,611.  The growth of the residential market 
also applies to the office market taking into consideration the 
relocation of many institutions to Luxembourg due to Brexit.  
Vacancy rates in the central business district in Luxembourg are 
currently below 2% while prime rents hit a record of EUR 52 per 
square metre per month excluding VAT.  New constructions are 
also now turning “green” in view of the market’s recognition for 
buildings with a low environmental impact especially following 
the recent launch by the government of a sustainability bond 
framework, the first to be established in Europe.  This frame-
work will enable the issuance of green, social or sustainability 
bonds and thus the proceeds from the bonds issued through this 
framework will be only used to finance among others construc-
tions of “green” buildings.

6.5  Have you observed any trends in particular market 
sub sectors slowing down in your jurisdiction in terms of 
their attractiveness to investors/developers? Please give 
examples.

In Luxembourg, construction sites were halted in March until 
mid-April due to the COVID-19 pandemic.  This created 
a certain delay in the delivery of housings, which escalated 
the imbalance between offer and demand.  Some experts are 
predicting that this mismatch may lead to a further increase 
on real property prices also due to an attempt of construction 
companies to charge more in order to adjust to inflation.  Further 
to the impact on the residential market, the consequences of the 
pandemic on the office market shall also be taken into consider-
ation.  This is due to the fact that the pandemic accelerated the 
trend towards teleworking and, as a result, businesses around 
the world already are looking to reduce the amount of space they 
lease per worker.  It remains to be seen whether this may lead to a 
sizable decrease in demand for office space also in Luxembourg.

 
7 Liabilities of Buyers and Sellers in Real 
Estate Transactions

7.1 What (if any) are the minimum formalities for the 
sale and purchase of real estate?

The main document that the buyer of a property (flat, house 
or land) is required to sign is a sales agreement or technically, a 
“promise-of-sale agreement” (compromis de vente).  In particular, 
a sales agreement is a contract that is concluded between the 
seller and the buyer prior to the signing of the notarial deed of 
sale.  A binding promise is made between both parties, by which 
the seller undertakes to sell a real estate property to the buyer 

property as well as the person(s) (first name, last name, date of 
birth) to which it relates.  The applicant must therefore check 
first with the Land Registry in order to obtain the name of the 
last known owner.  The extract from the Mortgage Registry shall 
contain information on the transcribed rights of those persons 
over such property, as well as on the mortgage(s) encumbering 
such property.

6 Real Estate Market

6.1 Which parties (in addition to the buyer and seller 
and the buyer’s finance provider) would normally be 
involved in a real estate transaction in your jurisdiction? 
Please briefly describe their roles and/or duties.

It is necessary that a notary is involved in case of a sale of prop-
erty since the latter is responsible for drawing up and formal-
ising the deed of sale.  He also performs all the necessary checks 
to ensure a proper sale such as a mortgage search, ownership 
search and may offer impartial advice and overall assistance to 
the parties.

In addition, most of the real estate transactions in Luxembourg 
are concluded through real estate agencies.  The sale of a prop-
erty without the intervention of a real estate agent is considered 
as an exception. 

Further parties that may be involved are lawyers who usually 
assist the buyer or seller in the due diligence process, the negoti-
ation of the sales agreement and with post-completion matters.

Technical experts may be involved in order to undertake envi-
ronmental or other technical due diligence.

6.2 How and on what basis are these persons 
remunerated?

Notary fees are fixed by law and tend to be around 1.5% of the 
property’s value and are usually paid by the buyer.

In addition, estate agent fees are typically estimated as 3% 
of the property’s value plus 17% VAT but the parties are free 
to negotiate the aforementioned fees, which are usually paid by 
the seller.

Lawyers’ fees are usually based on hourly rates subject to a 
fixed-fee arrangement.

6.3 Is there any change in the sources or the 
availability of capital to finance real estate transactions 
in your jurisdiction, whether equity or debt? What are the 
main sources of capital you see active in your market?

The main source for financing residential real estate market 
in Luxembourg remains to be the use of mortgage loans from 
local banks.  A continuous decrease on bank loan interest rates 
has lowered the cost of borrowing resulting in greater invest-
ment spending and consumption.  Consequently, the aggregate 
demand has considerably increased over the last years leading to 
a boom in real estate prices in Luxembourg by more than 35% 
since 2004.  A response to this high demand for real property 
have been also the debt funds as an alternative to the banking 
industry source of financing.  Debt funds, available to institu-
tional, professional and sophisticated investors, have provided 
businesses with liquidity to invest in real assets in Luxembourg 
by accommodating all types of debt strategies.
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the possession of the property sold.  He must also ensure 
the protection of the purchaser against any full or partial 
eviction attempt by a third party due to, for example, the 
extension of a lease that was not notified to the buyer;

■ guarantee that there are no latent defects of the property, or 
defects that render the property useless.  There are no guar-
antees available for patent defects, which the purchaser is 
obliged to determine upon occupation of the property.  The 
purchaser is obliged to exercise his rights relating to the 
breach of the aforementioned guarantee within a specific 
timeframe once he becomes aware of the defect otherwise 
his rights would become time-barred; and

■ guarantee for lack of conformity with the terms and condi-
tions of the sales agreement/deed of sale as, for example, 
in the case when the actual surface area is less than the one 
declared by the seller.

7.6 What (if any) are the liabilities of the buyer (in 
addition to paying the sale price)?

Further to the sale price, the buyer shall in principal pay the 
notary fees, the transcription fees, the transfer tax plus any VAT 
costs if applicable. 

8 Finance and Banking

8.1 Please briefly describe any regulations concerning 
the lending of money to finance real estate. Are the rules 
different as between resident and non-resident persons 
and/or between individual persons and corporate 
entities?

The general rules of granting of a loan are governed by the 
Luxembourg Civil Code.  In case of a credit agreement made 
by a credit institution with a consumer relating to residential 
immovable property, specific provisions of the Consumer Code 
shall also then apply.  In addition, there are no different rules 
or restrictions for residents/non-residents and for individuals/
corporate entities with respect to the purchase of real estate in 
Luxembourg.  An identification process will be required in all 
the above cases in order to assess the creditworthiness of the 
borrower.  Please also see our answer under question 2.1.

8.2 What are the main methods by which a real 
estate lender seeks to protect itself from default by the 
borrower?

Securities are often granted by the borrower in order to secure 
the loan agreement concluded for the acquisition of property.  
In particular, the most common security granted under this 
context is a contractual mortgage, which is created by a notary 
deed and on an evidenced amount.  Further securities are also 
used although not commonly such as a pledge over real estate 
(antichrèse) or lender’s lien ( privilège du prêteur de deniers), which is 
provided by law to secure the bank debt incurred.  All securities 
mentioned above shall be registered with the Mortgage Registry 
in order to be opposable towards third parties.

8.3 What are the common proceedings for realisation 
of mortgaged properties? Are there any options for a 
mortgagee to realise a mortgaged property without 
involving court proceedings or the contribution of the 
mortgagor?

The secured creditors are entitled to enforce their security if the 

who in return undertakes to acquire the property under certain 
conditions and at a given price.  A sales agreement shall at least 
contain the names and addresses of the parties, the description 
of the property to be sold, the sale price and the terms and condi-
tions of payment.  The obligations pursuant to a sales agreement 
are enforceable erga omnes only if the aforementioned agreement 
is notarised in front of a notary in Luxembourg and then regis-
tered with the Mortgage Registry.  Nevertheless, skipping this 
formality in no way changes the final and binding nature of the 
sales agreement between the parties.

7.2 Is the seller under a duty of disclosure? What 
matters must be disclosed?

There is no general duty of disclosure under Luxembourg law.  
Both the buyer and the notary should carry their own inves-
tigation prior to the sale of the property.  Nevertheless, the 
seller must explain clearly to the potential buyer what exactly 
the latter is bound to under the sales agreement.  Any obscure 
or ambiguous clause is interpreted against the seller.  Hence, 
the seller shall inform the buyer about any easement, mortgage, 
lien, charge or pending claim on the property.  The seller must 
also inform the notary about easements known to him but not 
included in the notarial deed otherwise he is held liable.

7.3 Can the seller be liable to the buyer for 
misrepresentation?

The buyer can seek rescission of the contract for deceit and/or 
claim for damages in case the seller intentionally induced the 
buyer through misleading statements during negotiations or 
intentionally omitted to disclose important information.  The 
deceit must be such that if the buyer had known about it, the 
latter would not have entered into the contract or would have 
entered into the agreement on different terms.  The seller can 
seek also damages if the misrepresentation related to the value 
of the asset being sold.  The burden of proof lies with the buyer.

7.4 Do sellers usually give any form of title “guarantee” 
or contractual warranties to the buyer? What would be 
the scope of these? What is the function of any such 
guarantee or warranties (e.g. to apportion risk, to give 
information)? Would any such guarantee or warranties 
act as a substitute for the buyer carrying out his own 
diligence?

Contractual warranties are generally less extensive in an asset sale 
than in a share sale.  Nevertheless, the sales agreement further 
to the guarantees described under question 7.5 usually provides 
for contractual warranties of the seller mainly related to compli-
ance with environmental legislation, operating permits, indem-
nifications or to the existence of any leases or pre-emption rights 
applicable to the property.  The purpose of these warranties is 
to contractually bind the seller and to elicit disclosure of infor-
mation from the seller.  In no way shall these be considered as a 
substitute for the buyer carrying his own due diligence.

7.5 Does the seller retain any liabilities in respect of 
the property post sale? Please give details.

The seller has the following liabilities post sale:
■ guarantee for peaceful possession of the property sold.  The 

seller must not perform any act which could interfere with 
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8.8 What is the impact of an insolvency process or a 
corporate rehabilitation process on the position of a real 
estate lender?

In case of bankruptcy ( faillite), controlled management (gestion 
contrôlée), suspension of payments (sursis de paiement) or compo-
sition with creditors (concordat préventif de la faillite), individual 
legal actions by privileged and unsecured creditors are in prin-
ciple suspended.  However, if the lender has secured his claims 
through the registration of a mortgage over the asset, then the 
above stay of enforcement does not apply.  This is due to the 
fact that mortgages may be enforced despite the adjudication in 
bankruptcy of the mortgagor.

In case of other securities held by the lender over the asset 
as described under question 8.2, then the latter shall wait for 
the bankruptcy receiver to distribute the assets over which the 
lender has a priority payment right against unsecured creditors.

8.9 What is the process for enforcing security over 
shares? Does a lender have a right to appropriate shares 
in a borrower given as collateral? If so, can shares be 
appropriated when a borrower is in administration or has 
entered another insolvency or reorganisation procedure?

Pledges overs shares of a company are the most commonly used 
form of security and are governed by the law of 5 August 2005 on 
financial collateral arrangements, as amended (the “Collateral 
Law”).  The Collateral Law is creditor-friendly and, among 
others, permits the parties to use out-of-court procedures with 
few formalities.  Hence, if an enforcement event occurs, which 
is determined by the parties under a share pledge agreement, the 
pledgee may, unless otherwise provided for, enforce his security 
interests without prior notice.  The security taker may benefit 
from various enforcement methods such as appropriation or 
private sale, which do not require court involvement.  Further, 
reorganisation measures, winding-up proceedings or other 
similar proceedings are not applicable to financial collateral 
arrangements and therefore these may not impede the enforce-
ment of a share pledge.

9 Tax

9.1 Are transfers of real estate subject to a transfer 
tax? How much? Who is liable?

The notarial deed with respect to the sale of property shall be 
registered with the Luxembourg Registration Duties, Estates 
and VAT Authority (Administration de l’enregistrement des domaines et 
de la TVA) and transcribed with the Mortgage Registry.  The real 
estate transfer therefore triggers registration fees (land transfer 
tax) of a standard rate of 6% of the purchase price plus transcrip-
tion fees of 1%.  If the real estate is located in Luxembourg City, 
an additional municipal surcharge of 3% is applied to commer-
cial buildings, mixed-use buildings or buildings with any other 
use.  The Luxembourg government in order to reduce the inci-
dental expenses associated with the purchase of a dwelling 
introduced a tax allowance (tax credit) of up to EUR 20,000 per 
property buyer being subject to certain conditions.  

In case the concerned real estate asset is located abroad, no 
registration duty is due in Luxembourg.

The transfer tax is payable by the buyer unless otherwise stip-
ulated in the sales agreement.  Nevertheless, both the seller and 
the buyer are liable for the payment towards the tax authorities.

secured debt has become due and payable and upon the occur-
rence of an event of default of the borrower.  In order to initiate 
the enforcement procedure, the mortgagee must obtain a court 
payment order (titre executoire) to enforce the mortgage by way 
of an attachment over immovable property (saisie immobilière).  
A bailiff then must serve to the mortgagor a summons to pay 
stating that in the absence of payment the immovable prop-
erty shall be attached.  Following further steps, the mortgagee 
must eventually file a formal application with the clerk of the 
court requesting a hearing.  The court thereafter will assess the 
validity of the attachment and will appoint a notary in order 
to organise the public auction of the immovable property.  In 
case the security interest granted is a first ranking mortgage, the 
above procedure may be shortened if the notarial deed, which 
constitutes an enforceable title (titre exécutoire), provides that the 
mortgagee is authorised to sell the immovable property through 
a notary.  In such case, the mortgagee is not required to follow 
the statutory attachment procedure (clause de voie parée) and there-
fore without involving court proceedings, which may be lengthy 
and expensive.

8.4 What minimum formalities are required for real 
estate lending?

Please see our answer under question 8.2 with respect to formal-
ities required for securities granted in real estate lending.

8.5 How is a real estate lender protected from claims 
against the borrower or the real estate asset by other 
creditors?

As indicated under question 8.2, the lender may seek to secure 
the performance of the obligations of a debtor by putting in 
place securities.  For example, in case of a validly constituted 
mortgage, the lender has a preferential rank over the immov-
able property and therefore the latter shall be paid by preference 
on the proceeds generated by the sale of the immovable prop-
erty but only up to the secured amount.  However, in case of 
plurality of mortgages on the property, the lenders will be repaid 
according to the ranking of their mortgage, which is determined 
based on the date of its registration.

8.6 Under what circumstances can security taken by a 
lender be avoided or rendered unenforceable?

A security taken by a lender cannot in principle be avoided 
or rendered unenforceable.  However, in case of a judgment 
declaring a borrower’s bankruptcy, securities such as mortgages 
or any rights in rem granted by the debtor during the hardening 
period ( période suspecte), which is generally a period of six months 
before the declaration of bankruptcy, are deemed null and void.  
The concept of a hardening period does not apply to financial 
guarantee contracts.

8.7 What actions, if any, can a borrower take to 
frustrate enforcement action by a lender? 

A debtor cannot in general block an enforcement action for 
commercial matters except of course in the case he proves the 
repayment of the debt owed to the lender.  However, he can 
seek and benefit, if possible, from a scheme of composition with 
creditors (concordat préventif de la faillite) in order to come to an 
arrangement with his creditors.
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(such as limited partnerships) in the same way as if the real estate 
asset was directly transferred.

Capital gains resulting from the transfer of shares of a 
company by Luxembourg resident individual shareholders are 
subject to tax if (i) the equity disposal takes place within six 
months after the acquisition of the shares (i.e. speculative gains), 
or (ii) the shareholding qualifies as significant (i.e. more than 
10% of the shareholding).  In the latter case, the capital gains are 
taxed at half the global rate.  However, speculative gains which 
do not exceed EUR 500 are not subject to tax.

Further, the Luxembourg government published on 14 
October 2020 the draft bill n°7666 in relation to the budget law 
for 2021.  According to the draft bill, Luxembourg specialised 
investment funds (“SIFs”) investing in Luxembourg real estate 
would be subject to tax at a rate of 20% on rental income and 
capital gains.

9.7 Are there any tax issues that a buyer of real estate 
should always take into consideration/conduct due 
diligence on?

The buyer shall also conduct a due diligence on any existing 
unpaid tax liabilities with respect to the property.  Even though 
insignificant, buyers should also be informed about the amount 
of the property tax to be paid on annual basis.

10 Leases of Business Premises

10.1 Please briefly describe the main laws that regulate 
leases of business premises.

The main source of law that regulates the leases of business 
premises is the law of 3 February 2018 on commercial leases, 
which amended certain provisions of the Civil Code (the 
“Business Lease Law”).  These provisions are codified in arti-
cles 1762-3 to 1762-13 of the Civil Code and complement arti-
cles 1713 to 1751 of the Civil Code on general rules on leases.  
The main objective of the aforementioned law is to reinforce to 
some extent the protection of tenants and to bring certain clar-
ifications on the existing framework and practice with respect 
to business leases.

10.2 What types of business lease exist?

The specific legal framework on business leases applies to any 
lease of a building for use of commercial, industrial or craft 
activities.  The lease of premises for professional use as, for 
example, in the case of lease of offices or lease relating to liberal 
professions or bank activities does not fall within the scope of 
the Business Lease Law.  This type of lease is governed by the 
general rules on leases of the Civil Code. 

10.3 What are the typical provisions for leases of 
business premises in your jurisdiction regarding: (a) 
length of term; (b) rent increases; (c) tenant’s right to 
sell or sub-lease; (d) insurance; (e) (i) change of control 
of the tenant; and (ii) transfer of lease as a result of a 
corporate restructuring (e.g. merger); and (f) repairs?

The typical provisions for leases of business premises in 
Luxembourg are as follows:
(a) Length of term: The Business Lease Law provides for the 

possibility of a fixed or indefinite duration of the lease.  

9.2 When is the transfer tax paid?

The notary is in charge of the registration of the notarial deed 
with respect to the sale of property and thus of the payment 
of the transfer tax.  The transfer tax amount must be collected 
by the notary within 10 days from the signing of the notarial 
deed if the notary resides in the municipality where the registra-
tion office is located.  In case the notary does not reside in the 
same municipality, the deadline is extended to 15 days.  In prac-
tice, notaries require the funds from the purchaser on the day 
the deed is signed.  Once collected, the notary will transfer the 
received amounts to the Luxembourg VAT Authority.

9.3 Are transfers of real estate by individuals subject to 
income tax?

The tax treatment of income resulting from the transfer of real 
estate depends on (i) the kind of real estate sold, and (ii) the time 
elapsed since the acquisition of the real estate:
■ The sale or exchange of the main/primary residence is 

exempt from income tax, regardless of the length of time 
the property is held.

■ When the sale of the real estate takes place less than 
two (2) years after its acquisition, the income earned by 
a Luxembourg resident is considered as speculation gain 
and is therefore taxed at ordinary progressive rates, i.e. at a 
maximum tax rate of 45.78%. 

■ In case the sale of the property takes place more than 
two (2) years after its acquisitions, the income earned is 
considered as a capital gain on the sale.  In such case, if the 
income is earned between 1 July 2016 and 31 December 
2018, the maximum extraordinary rate will be 10.5%.  
Income that has not been earned during this period is 
taxed at a maximum rate of 21%.  It is currently contem-
plated to re-introduce the rate of 10.5% for income earned 
between 2020 and 2022.

9.4 Are transfers of real estate subject to VAT? How 
much? Who is liable? Are there any exemptions?

No Luxembourg VAT applies upon the transfer of a pre-existing 
building.  However, a VAT taxpayer may decide to opt to apply 
VAT on the sale of real estate (under specific conditions).  The 
construction of the building is not subject to transfer tax but is 
instead subject to VAT at a rate of 17%.  However, the VAT rate 
may be reduced to 3% on the construction, provided the prop-
erty is intended to be used as a main residence.  The total amount 
of the VAT benefit cannot exceed EUR 50,000 per building. 

9.5 What other tax or taxes (if any) are payable by the 
seller on the disposal of a property?

Income from the sale of real estate derived by individuals is in 
principle also subject to solidarity tax of a maximum rate of 9%. 

9.6 Is taxation different if ownership of a company (or 
other entity) owning real estate is transferred?

The acquisition of shares in a Luxembourg company is not in 
principle subject to Luxembourg transfer tax considering that 
there is no direct transfer of the ownership of the property from 
the seller to the purchaser.  However, a transfer tax may apply in 
case of transfer of shares of a Luxembourg tax transparent entity 
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10.5 In what circumstances are business leases 
usually terminated (e.g. at expiry, on default, by either 
party etc.)? Are there any special provisions allowing a 
tenant to extend or renew the lease or for either party 
to be compensated by the other for any reason on 
termination?

A business lease of a determined duration usually ceases at its 
expiry date without the necessity for prior notice.  However, it 
might be the case that the tenant would like to terminate the 
lease earlier than agreed.  For this purpose, a termination notice 
is required of not less than six (6) months.  On the other hand, 
the landlord is entitled to terminate the contract:
■ with immediate effect in case of breach by the tenant of his 

contractual obligations;
■ anytime with a prior notice period of six months, if (i) 

the landlord or his children intend to live in the prem-
ises, (ii) the landlord decides not to lease the premises 
anymore for activities described in the lease contract, or 
(iii) a rebuilding or a transformation of the leased premises 
is about to take place; or

■ after nine years of occupation of the rent and without justi-
fication, if the landlord or a third party pays an eviction 
compensation to the tenant. 

According to the Business Lease Law, the tenant has the right 
to ask for a renewal of the lease agreement of a determined 
duration.  A renewal right cannot be prohibited under the lease 
agreement.  Nevertheless, the landlord may refuse to grant such 
a renewal for the same reasons described above in case of termi-
nation of the contract and therefore an eviction indemnity is 
payable by him.  If the amount of the eviction indemnity is not 
set out in the lease agreement, then the competent court will 
determine the amount based on the market value of the busi-
ness activity.

10.6 Does the landlord and/or the tenant of a business 
lease cease to be liable for their respective obligations 
under the lease once they have sold their interest? Can 
they be responsible after the sale in respect of pre-sale 
non-compliance?

According to the Business Lease Law, a tenant who assigns the 
lease agreement or sub-lets the leased premises, remains severally 
liable with the assignee or the sub-lessee towards the lessor with 
respect to his obligations under the original lease agreement.  On 
the other hand, the landlord who is selling his interests on the 
lease is in principal not liable towards the tenant once succeeded 
by the new landlord.  However, his liability may be evoked on a 
pre-sale and post-sale basis depending on the contractual obli-
gations under the lease agreement as, for example, in the case of 
non-compliance with a tenant’s pre-emption right.

10.7 Green leases seek to impose obligations on 
landlords and tenants designed to promote greater 
sustainable use of buildings and in the reduction of 
the “environmental footprint” of a building. Please 
briefly describe any “green obligations” commonly 
found in leases stating whether these are clearly 
defined, enforceable legal obligations or something not 
amounting to enforceable legal obligations (for example 
aspirational objectives).

Luxembourg’s first “green” lease agreement was signed a few 
years ago in relation to the lease of a large office space comprising 
of “green” obligations such as the use of cleaning products with 
a certain percentage of solvent content or the priority to use 

However, the business lease provisions will not be appli-
cable in case of a commercial lease of a duration equal to 
one year or less. 

(b) Rent increases: The parties to a business lease are free 
to include in the lease agreement an indexation clause, 
according to which the rent is adapted upwards or even 
downwards based on the annual official index.  Unless 
otherwise agreed by the parties in the contract, the appli-
cation of the above index clause is automatic.  Further to 
the possibility of an increase of the rent due to the yearly 
indexation adjustment, the parties are free to agree on an 
increase of the rent to occur on a specific day.  In addition, 
the Business Lease Law banned the practice of an entry fee 
( pas de porte) and therefore any additional payment on top 
of the rent paid to the landlord or to a third party interme-
diary is considered null and void. 

(c) Tenant’s right to sell or sub-let: The tenant is permitted 
to assign his rights and obligations under the commercial 
lease agreement or sub-let the premises under the condi-
tion that the assignment or sub-lease is notified to the 
landlord with a copy of the contract and that an identical 
activity remains established.  However, in case of sub-let-
ting, rents paid by the sub-tenant to the lessee cannot be 
higher than those paid by the lessee to the lessor, except 
if the lessee has made specific investments in the activity 
of the sub-tenant.  Any clause in the lease agreement with 
respect to a prohibition of the tenant to assign the lease 
agreement or sub-let the premises is valid only when the 
lessor has reserved part of the premises to live in himself 
or his family.

(d) Insurance: The rental guarantee is limited to a maximum 
amount of six months’ rent and can take the form of an 
insurance policy, of a bank guarantee or of any other type 
of guarantee, as long as it covers an amount equivalent to 
six months’ rent. 

(e)(i) Change of control of the tenant: In case the tenant is a 
corporate entity, the change of control of the latter does 
not affect the business lease agreement unless otherwise 
stipulated in the agreement. 

(e)(ii) Transfer of lease as a result of a corporate restructuring: In 
case the tenant is absorbed following a merger, his rights 
and obligations under the business lease agreement are 
transferred to the absorber unless otherwise stipulated in 
the agreement.

(f ) Repairs: The lessee is bound to make all the repairs, which 
may become necessary due to typical usage.  On the other 
hand, the lessor has the responsibility to proceed to repairs 
relating to the structure of the building or to equipment 
essential for the use of the rented premises such as eleva-
tors and central heating.

10.4 What taxes are payable on rent either by the 
landlord or tenant of a business lease?

With respect to the landlord, rental income derived from a busi-
ness lease is taxed at ordinary progressive tax rates in case the 
landlord is an individual or at normal corporate income tax rates 
if the landlord is a corporation.  The calculation of the taxable 
income from the rental of real property is based on the amount 
of rent collected less any business expenses incurred such as 
for maintenance and repairs.  VAT as a general rule does not 
apply on a business lease.  However, the parties may opt under 
certain conditions for the application of VAT to rental payments 
and thus waive the VAT exemption usually provided for.  The 
payment of VAT is the tenant’s liability.
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an additional rent adjustment is possible only every two 
years following a written notification by the landlord to 
the tenant explaining the reason for the rent increase.  

(c) Tenant’s rights to remain in the premises at the end of the 
term: A lease concluded for a definite period is automat-
ically extended if neither party ends it.  In particular, if 
at the expiration of the lease contract, the tenant remains 
in the dwelling and is left in possession, a new tenancy 
contract is tacitly concluded with the same conditions as 
the previous one. 

(d) Tenant’s contribution/obligation to the property “costs” 
e.g. insurance and repairs: Minor reparations are on the 
tenant’s responsibility, whereas the landlord is liable for 
every structural reparation in the dwelling, which is not 
due to negligence of the tenant as well as for every repa-
ration, which is due to wear and tear.  In addition, the 
tenant shall also bear the utility costs such as electricity 
or water supply bills as well as costs incurred for energy 
consumption and for the maintenance of the dwelling and 
communal areas.  Further, in most cases the landlord may 
ask the tenant to pay for a rental guarantee, which may not 
exceed three months of rent in order to cover for unpaid 
rents and charges or other liabilities arising from the lease 
agreement.  Finally, although not obligatory, tenants may 
take out insurance to cover the dwelling, furniture against 
the risks of fire, water damage or theft.

11.4 Would there be rights for a landlord to terminate 
a residential lease and what steps would be needed to 
achieve vacant possession if the circumstances existed 
for the right to be exercised?

The landlord may terminate a residential lease agreement only for 
legally admissible reasons, i.e. in case of personal need, breach of 
a contractual duty by the tenant or other serious and legitimate 
reasons.  In case of personal need, the landlord shall give notice 
to the tenant at least six months before the term is reached and, 
subsequently, occupy the dwelling within three months after the 
tenant vacates it.  In case of breach of a contractual duty by 
the tenant, the landlord shall invoke the general principles of 
contract law and immediately address a request to court, asking 
for judicial termination of the contract.  Finally, whenever the 
landlord intends to terminate the rental agreement due to other 
serious and legitimate reasons as, for example, in case of a neces-
sary renovation, the latter shall give notice to the tenant three 
months before the term is reached.

12 Public Law Permits and Obligations

12.1 What are the main laws which govern zoning/
permitting and related matters concerning the use, 
development and occupation of land? Please briefly 
describe them and include environmental laws.  

The main laws that govern zoning/permitting and environ-
mental matters in Luxembourg are:
■ the law of 27 June 1906 concerning the protection of 

public health, as amended;
■ the law of 18 July 1983 on the conservation and protection 

of national sites and monuments, as amended;
■ the law of 10 June 1999 relating to classified establish-

ments, as amended and in particular the commodo-incommodo 
procedures regulating the security, environmental and 
technical aspects of construction;

■ the law of 19 July 2004 concerning municipal planning and 
urban development, as amended;

more sustainable building materials.  However, such clauses 
are yet not common in Luxembourg law governed lease agree-
ments except for the requirement for the landlord to provide the 
tenant with an energy performance certificate.  Nevertheless, in 
view of tenants’ demand for high sustainability standards and 
the expected increase of the construction of “green” buildings 
following the launch of the sustainability bond framework, as 
mentioned under question 6.4, it is most likely that the interest 
for “green” lease agreements will further grow.

10.8 Are there any trends in your market towards more 
flexible space for occupiers, such as shared short-
term working spaces (co-working) or shared residential 
spaces with greater levels of facilities/activities for 
residents (co-living)? If so, please provide examples/
details.

Short-term leases for shared working space are becoming an 
upward trend in Luxembourg especially among start-ups.  Taking 
that into account, the Business Lease Law excluded commercial 
leases of a duration of one year or less from the applicability of its 
strict rules.  In this way, short-term leases also linked to ephemeral 
marketing activities such as “pop-up stores” or other “concept 
stores” are encouraged.  In addition, the increase of the rent prices 
is also leading to shared residential arrangements such as, for 
example, the renting of a room within a house or an apartment.

11 Leases of Residential Premises 

11.1 Please briefly describe the main laws that regulate 
leases of residential premises.   

Leases for residential use are governed by articles 1713 to 1762-2 
of the Civil Code subject to the specific rules provided by the 
law of 21 September 2006 on the lease for residential use and 
amending some provisions of the Civil Code, as amended.

11.2 Do the laws differ if the premises are intended for 
multiple different residential occupiers?

The aforementioned applicable legislation does not differ in the 
case of a residential lease with different residential occupiers.  
However, if there is no contractual term related, for example, to 
joint and several liability of the tenants or to termination notice 
of the lease agreement, then further articles of the Civil Code 
may apply in this respect.

11.3 What would typical provisions for a lease of 
residential premises be in your jurisdiction regarding: 
(a) length of term; (b) rent increases/controls; (c)the 
tenant’s rights to remain in the premises at the end of 
the term; and (d) the tenant’s contribution/obligation to 
the property “costs” e.g. insurance and repair?

The typical provisions for a lease of residential premised are as 
follows:
(a) Length of term: The standard rental duration in 

Luxembourg is usually two or three years but the lease may 
be concluded for a shorter or unlimited period of time.  In 
absence of a written form, it is deemed to be concluded for 
an unlimited duration.

(b) Rent increases/controls: Rents cannot automatically be 
increased due to indexation terms, as these are prohibited 
by law.  In addition, the landlord cannot increase the rent 
in the first six months of the lease contract and after that 
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12.5 Are building/use permits and licences commonly 
obtained in your jurisdiction? Can implied permission be 
obtained in any way (e.g. by long use)?

In case of works requiring a building permit, the formal appli-
cation procedure must then be followed in order to obtain an 
authorisation granted principally by the mayor of the relevant 
commune.  An implied permission cannot be obtained.  If works 
are carried out without a building permission, then a fine from 
EUR 251 to EUR 125,000 may be imposed and/or criminal 
sanctions.

12.6 What is the typical cost of building/use permits and 
the time involved in obtaining them?

The costs and time to obtain building and use permits vary 
depending on the size of the project.  Typical costs of building 
permits contain among others the fees of the architect whose 
involvement is mandatory for obtaining the building permit.  In 
addition, the processing time in order to get the building permit 
depends on the local authority in charge.

12.7 Are there any regulations on the protection of 
historic monuments in your jurisdiction? If any, when 
and how are they likely to affect the transfer of rights in 
real estate or development/change of use?

According to the law of 18 July 1983 on the conservation and 
protection of national sites and monuments, as amended, a 
building may be classified as national monument if its conser-
vation is of public interest from an archaeological, historical 
or artistic point of view.  Such classification encloses various 
limitations on ownership rights.  For example, any restora-
tion, repair or modification works on a historic monument is 
subject to the approval of the Minister of Culture.  In addition, a 
disposal of a classified building must be notified within 15 days 
to the Minister of Culture by the person who granted it and the 
seller is obliged to inform the purchaser of the existence of such 
classification. 

12.8 How can, e.g., a potential buyer obtain reliable 
information on contamination and pollution of real 
estate? Is there a public register of contaminated land in 
your jurisdiction? 

A potential buyer may obtain reliable information on contam-
ination and pollution of real estate via conducting a due dili-
gence on environmental aspects.  There is no public register of 
contaminated land in Luxembourg.  However, there is a draft 
bill in progress in order to establish in the future a public register 
containing information on existing or potential pollution on 
sites.

12.9 In what circumstances (if any) is environmental 
clean-up ever mandatory?

Clean-up measures are required in the event of deleterious 
effects on soil/water structure and quality leading thus to a 
risk of negative alteration of, among others, human health or of 
certain types of natural habitat. 

Contamination damages shall be paid by the polluter, even if 
said person is no longer the owner or occupier of the contami-
nated asset.

■ the Grand-Ducal regulation of 30 November 2007, as 
amended, relating to the energy performance of residential 
buildings; 

■ the law of 19 December 2008 on pollution, protection and 
management of water, as amended;

■ the law of 20 April 2009 on environmental responsibilities, 
as amended; 

■ the law of 17 April 2018 on the organisation of the terri-
tory; and

■ the law of 18 July 2018 concerning the protection of nature 
and natural resources.

12.2 Can the state force land owners to sell land to it? If 
so please briefly describe including price/compensation 
mechanism.

The Luxembourg state and further public authorities may 
expropriate privately held land only for reasons of public interest 
and in return for fair compensation.  This compensation should 
reflect the market value of the land and cover all subsequent 
damages incurred on the land owner.  In case of disagreement 
between the parties with respect to the expropriation compen-
sation amount, this is settled before the courts.  In addition, 
the state and public authorities may have under specific circum-
stances pre-emption rights over the sale of land.

12.3 Which bodies control land/building use and/
or occupation and environmental regulation? How do 
buyers obtain reliable information on these matters?

Local municipal administrations in cooperation with the 
Ministry for Internal Affairs are in principle responsible for 
the town planning while the mayor in each commune is in 
charge of granting the building permits.  Depending on the 
building/land use, further public authorities may be involved 
such as the Ministry of Environment or the Ministry of Culture.  
Development plans may be accessed upon request to the rele-
vant Urban Planning Department.  

12.4 What main permits or licences are required for 
building works and/or the use of real estate?

The main permits/licences for building works and/or the use of 
real estate are the following:
■ a building permit for any work to build, renovate or 

demolish a building;
■ an environmental permit in case of construction or reno-

vation works for an existing building located less than 30 
metres from woods, watercourses or protected areas;

■ an operating permit (commodo-incommodo) in case of classi-
fied establishments such as office buildings, underground 
car parks or swimming pools;

■ specific authorisation in case of creation of a retail space 
with a sales area greater than 400 square metres; and

■ a roadworks permit.
In addition to the above, further licences may be required 

such as the establishment of an energy performance certificate 
and authorisations from the sanitation department, the sewer 
department and the water department.
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13.2 Are there any national greenhouse gas emissions 
reduction targets?

Luxembourg recently adopted its new national energy and 
climate plan for the period from 2021 to 2030 (the “NCP”), 
according to which Luxembourg is aiming at a national level 
to reduce GHG emissions for the sectors outside the emissions 
trading scheme by 55% by 2030 compared to the base year 2005.  
The national GHG reduction target is therefore more ambitious 
than Luxembourg’s binding contribution to the Effort Sharing 
Regulation, as mentioned above. 

13.3 Are there any other regulatory measures 
(not already mentioned) which aim to improve the 
sustainability of both newly constructed and existing 
buildings?

Further to energy performance rules for new and existing build-
ings, Luxembourg has set specific requirements for technical 
building systems and building envelope elements as well as has 
introduced financial incentives in order to promote the energy 
renovation of existing residential buildings.  In addition, the 
draft bill n°7508 in relation to the climate law is currently in 
progress, which shall constitute the framework for the imple-
mentation of the NCP. 

14 COVID-19

14.1 What principal changes to the laws that govern 
real estate in your jurisdiction have been introduced, 
in reaction to the effect of the Coronavirus (COVID-19) 
pandemic?

As a response to COVID-19, the Luxembourg government has 
adopted a series of measures focused on granting subsidies to 
individuals such as rent subsidies, interest subsidies or applying 
for financial aid to finance the rental deposit.  Furthermore, 
several suspensions have been put in place such as the suspen-
sion of eviction deadlines for rental and commercial leases by 
one month beginning on 25 June 2020 and the suspension of 
any rent increases in residential leases until 31 December 2020.  
As far as building permits are concerned, the expiry period of 
one year of such permits has been suspended under the condi-
tion that these did not expire prior to the declaration of the state 
of crisis on 18 of March 2020.

12.10  Please briefly outline any regulatory 
requirements for the assessment and management of 
the energy performance of buildings in your jurisdiction.

Luxembourg implemented the EU Directive 2010/31/EU on 
energy performance of buildings and set minimum energy 
performance requirements for new and existing residential and 
non-residential buildings.  Under this context, the establishment 
of an energy performance certificate became mandatory in case, 
for example, of new construction or extension of a residential/
non-residential building or change of ownership or tenancy in 
an existing residential/non-residential building. 

The aforementioned energy performance certificate shall be 
provided by the seller to the purchaser.  Prospective buyers or 
tenants must also be able to consult a building’s energy perfor-
mance certificate.  For this purpose, commercial real estate sales 
and rental advertisements should indicate the energy perfor-
mance class and the thermal insulation class.

13 Climate Change

13.1 Please briefly explain the nature and extent of 
any regulatory measures for reducing carbon dioxide 
emissions (including any mandatory emissions trading 
scheme).

The directive 2003/87/EC of 13 October 2003 establishing a 
system for greenhouse gas (“GHG”) emission allowance trading 
within the Union has been transposed in Luxembourg by the law 
of 23 December 2004, as amended (the “EU ETS Directive”), 
according to which every operator must apply for a GHG emis-
sion permit if the installation concerned emits among others 
carbon dioxide.  The aim is to set a maximum level of green-
house gas that can be emitted by installations used for energy 
production, production and transformation of ferrous metals, 
industrial manufacture of paper and other industrial activities.  
In addition, Luxembourg is bound to reduce GHG emissions 
for the period from 2021 to 2030 by 40% compared to 2005 on 
sectors that are not covered by the EU ETS Directive such as 
transport, building, agriculture and waste.  This is in accordance 
with Regulation (EU) 2018/842 on binding annual greenhouse 
gas emission reductions by Member States from 2021 to 2030 
(the “Effort Sharing Regulation”).
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