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LUXEMBOURG :  
The taxation  
of individuals



tax classes

Without  
children

With dependent 
children

At least 64 years  
on 1st January

Single 1 1a 1a

Married/ 
Partner

2 2 2

Separated 1 1a 1a

Divorced 1 1a 1a

widowed 1a 1a 1a

Partners having concluded a partnership contract (existing during the entire tax year) 
who ask for joint taxation (through the filing of a tax return). Non-resident taxpayers 
may only claim this benefit by opting to be assimilated to resident taxpayers.

�The class 2 remains applicable to the taxpayers for the 3 years after the decease or the 
decision authorising the separation or pronouncing the divorce.

Non-residents married taxpayers earning more than 50 % of their 
professional income taxable in Luxembourg are classified into tax 
class 2 (otherwise, they are classified into tax class 1a).

Tax Rates

Marginal tax rate

42.80 % including  
the unemployment fund 

contribution of 7 %

43.60 % including  
the unemployment fund 

contribution of 9 %

Applicable to the taxable income (€)
Applicable to the taxable income (€) 

higher than

Class 1 from 100,050 to 150,000 150,000

Class 1a from 35,300 to 150,000 150,000

Class 2 from 200,050 to 300,000 300,000

lump sum tax rates on the second tax card

tax class 1 33 %

tax class 1A 21%

tax class  2 15%

�Withholding tax rate on dividends:		  15.00 %

�Withholding tax rate on interest:	     10.00 %

Withholding tax on director’s fees:	 20.00 %



Average tax rates

Taxable income (€) Tax class 1 Tax class 1a Tax class 2

30,000 10,24 % 4,15 % 1,38 %

60,000 24,68 % 22,93 % 10,74 %

90,000 30,36 % 29,55 % 19,33 %

120,000 33,38 % 32,86 % 26,00 %

150,000 35,26 % 34,85 % 29,36 %

180,000 37,20 % 36,85 % 31,60 %

210,000 38,12 % 37,82 % 32,18 %

�Including the unemployment fund contribution of 7 % or 9 % and the tax credit of 
€300 for professional income. 

TAX RELIEF FOR DEPENDENT CHILDREN

Tax relief of €76.88/month or €922.50/year per dependent child 
granted as follows:

Children qualifying  
for family allowances

Tax bonus paid by the CNPF  
to the beneficiary of the family allowances

Children not qualifying  
for family allowances

Tax relief through the filing of a tax  
return/annual tax adjustment

Resident students pursuing  
higher education studies

Tax bonus is included in the financial  
aid granted by the State

Non-resident students pursuing  
higher education studies

Tax relief through the filing of a tax  
return/annual tax adjustment

TAX CREDITs

Tax credit for employees (CIS) and for retired individuals (CIP): 
€300/year (€25/month)
Each month, the CIS is automatically:

 Either deducted from the wage/pension withholding tax

 �Or added to the net salary/pension if the amount of the 
withholding tax is null or less than €25

Tax credit for self-employed individual (CII): €300/year (01)

Tax credit for single parent families (CIM): €750/year  
(€62.50/month) (02)



income related expenses

Annual lump sum

Income related expenses for employees €540

Travel expenses (depending on  
the distance between home and place of work)

From €0  
to €2,574

Income related expenses for retired individuals €300

Expenses related to movable income €25 (03)

special expenses

A lump sum deduction of €480 
(04) is deductible unless the actual 

expenses are higher (see below).

SPECIAL EXPENSES in place of the lump sum  
deduction of €480

Annual max. 
deduction

Debt interest €336 (05)

Payments to building societies €672 (05)

Insurance premiums for life, death,  
accident, disability, sickness or civil liability €672 (05)

Single death insurance premium related  
to a mortgage loan for the personal residence  

Base deduction of €672 is increased by: 
€6,000 (06)

For taxpayers over 30 years, the additional deduction of €6,000  
is increased by 8 %/year over 30, with max. 160 %  
of the additional deduction.

Insurance premiums for daily allowance in case of 
disability (for self employed individuals)  

Base deduction of €672 is increased by:
€1,500 (07)

Alimony paid to an ex-spouse €24,000

Old-age insurance premiums (07) . The deduction varies according to 
the age of the subscriber (from €1,500 to €3,200).



special expenses in addition  
to the lump sum deduction of €480

Annual max. deduction

Compulsory contributions to 
Luxembourg or foreign social security 

regime (dependence insurance excluded)
No ceiling

Contributions to the Mutual  
insurance (Voluntary registration  

of the self-employed for disability risk)
No ceiling

Personal contributions to employer’s 
supplementary pension scheme in line 

with the law of 8.06.1999
€1,200

Eligible donations  
(minimum amount: €120/year) 20 % of the taxable income or €1,000,000

Losses carried forward Under conditions

SOCIAL SECURITY RATES

Employee’s part Employer’s part

Pension 
insurance

8 % 8 %

Health 
insurance

3.05 % 3.05 %

Dependence 
insurance

1.40 % N/A

Health  
at work

N/A 0.10 % - 0.11 % 

Accident 
insurance

N/A 1.10 % (unique rate)

Mutual 
insurance 

N/A 0.42 % to 2.64 %

The contributions are levied up to the annual ceiling of €112,450.28  
(index 756,27)

The dependence insurance is levied at a fixed rate of 1.40 % computed  
on the gross salary (without ceiling) after deduction of a monthly allowance

For the companies registered with the health services STI/STM

The contribution rate varies according to the absenteeism’s rate  
of the employees within the company



EXTRAORDINARY CHARGES

Annual max. deductible amount

Allowance for expenses to support 
children not living in the taxpayer’s 

household (e.g. alimony)
€3,480 per child (08)

Allowance for housekeeping  
(domestic staff directly hired by the 

taxpayer or via a services company)  
and child minding expenses

€3,600  

Venture capital investment allowance 30 % of the taxable income

Allowance for total support  
of close relatives living in the 

taxpayer’s household

variable according to the age  
of the close relative

TAX Exemptions

Salary compensation for overtime (not applicable for higher 
ranking employees): exemption of the base salary and the 
salary supplement. 

�Salary compensation for Sunday/public holiday/night work: 
exemption of the salary supplement.

Professional travel expenses with private car (travels between 
home and place of work excluded): maximum exemption  
of €0.40 per km.

�Movable income taxable through the filing of a tax return: 
maximum exemption of €1,500 /year (03).

Credit interest related to a building savings scheme recognized 
in Luxembourg: total exemption.

�Dividends income received from fully taxable Luxembourg  
or EU resident companies or corporations resident in a State 
with which Luxembourg has concluded a double tax treaty: 
exemption up to 50 %.

�Life annuity resulting from an old-age insurance contract:  
exemption up to 50 %.

special Tax regime for the EXPATRIATES

Under certain conditions, a tax exemption can be granted, 
upon request, for the expenses incurred in the framework of the 
expatriation of the highly skilled and specialized employees. 

This regime entered into force on 1st January 2011. The application 
has to be filed within 2 months of their arrival in Luxembourg.



Benefits in kind

Housing

Taxable BK: 75 % of the rent provided that the lease agreement is 
concluded by the employer.

Company car

(used for private purposes) 

Taxable BK: 1.5 %/month (18 %/year) of the acquisition cost of the 
new car (including options and VAT), reduced by the discount if any.

Additional taxation at the time of the repurchase by the employee 
if the market value of the car, at the time of the repurchase, 
exceeds the acquisition price paid by the employee.

Interest saving (loan with a reduced interest rate)  
or Interest subsidy

Taxable BK for the interest economy: 2 % less the rate offered 
by the employer.
Taxable BK for the interest subsidy: nominal amount of the 
interest borne by the employer.

The following tax exemptions apply:

�Mortgage loan related to the taxpayer’s private home:  
€3,000/year (tax class 1) or €6,000/year  
(tax classes 1a and 2 if jointly taxable).

�Other loans: €500/year (tax class 1) or €1,000/year  
(tax classes 1a and 2 if jointly taxable).

Interest saving/interest subsidy is also exempted from social 
security contributions.

Lunch vouchers (nominal value of €8,40)

Tax exemption: €5,60 per voucher. Total social security exemption.

saving interest

Luxembourg residents

The Luxembourg paying agent must withhold at source a tax of 
10 % on certain interest income (savings accounts, fixed-term 
accounts, bonds, etc.) This withholding is a final tax for the 
interest related to the private wealth. 

When the paying agent is established in the EEE or in a State 
with which the Luxembourg has concluded an agreement, 
the Luxembourg resident taxpayer can also opt for the final 
withholding tax of 10 % by filing the appropriate form.

Non-residents

The Luxembourg paying agent must withhold at source a tax of 
35 % since the 1st July 2011 on certain interest paid to the resident 
taxpayers in another EU Member State (or in certain non-EU 
Member States) unless they opted for the exchange of information 
or provided the paying agent with a certificate issued by the tax 
authorities of their home country.



CAPITAL GAINS ON THE DISPOSAL OF SHAREHOLDINGS / 
Winding-up bonus

Capital gains correspond to the difference between the sale price 
and the purchase price eventually revalued.

Shareholding held  
for less than 6 months

Shareholding held  
for more than 6 months

Shareholding  
≤10 % of the 
Company’s 

Capital 

Taxation at the ordinary  
progressive rates (max. 42.80 %  

or 43.60 %) + dependence  
insurance contribution of 1.4 %

Exemption

Shareholding  
>10 % of the 

Company’s 
Capital 

(significant 
shareholding)

Taxation at the ordinary  
progressive rates (max. 42.80 %  

or 43.60 %) + dependence  
insurance contribution of 1.4 %

Taxation at the 1/2 global rate (max. 
21.40 % or 21.80 %) + dependence 
insurance contribution of 1.4 %.  
Allowance   of €50,000  
(doubled for the spouses/ 
partners jointly taxable)

The same allowance applicable to capital gains on the disposal of significant 
shareholding and to capital gains on the disposal of real estate is renewable every 10 
years.

Taxation of real estate

Debt interest paid related to the main residence:

Annual max. deductible amount

2 years preceding  
the occupation of the property

unlimited

For the year of occupation  
and the 5 years thereafter €1,500

For the 5 years thereafter €1,125

For the following years (after 10 years) €750

Capital gains on the disposal of real estate

Capital gain 
 realized on the  
main residence

Exemption

Capital gain  
realized less than  

2 years after  
the acquisition

Taxation at the ordinary progressive rates (max. 42.80 % or 43.60 %)  
+ dependence insurance contribution of 1.4 %

Capital gain  
realized more than  

2 years after  
the acquisition

Taxation at the 1/2 global rate (max.21.40 % or 21.80 %)  
+ dependence insurance contribution of 1.4 %

Allowance  of €50,000 (doubled for the spouses/partners jointly taxable)

An additional allowance of €75,000 is granted if the capital gain has been 
realized on the sale of a property inherited in direct line and if the property 
was the parent’s main residence. This additional allowance is granted in 
respect of the portion inherited by each of the spouses.

The same allowance applicable to capital gains on the disposal of significant shareholding 
and to capital gains on the disposal of real estate is renewable every 10 years.



Deferred taxation - reinvestment

It is possible to transfer the capital gain on real estate acquired 
through reinvestment of the sale price. The property must be 
acquired through reinvestment of newly constructed buildings for 
rental housing and located in Luxembourg.

Non-residents

Non-residents can opt to be treated as Luxembourg resident 
taxpayers through the filing of an income tax return.

Conditions  At least 90 % (09) of their professional and non professional income  
are taxable in Luxembourg. 

 �Declaration of the household’s worldwide income through the 
Luxembourg income tax return.

Implications  �Application of the same deductions/allowances available for the 
Luxembourg resident taxpayers.

 �The mortgage interest related to the main residence (10) located 
abroad are taken into account (under the same ceilings as for the 
resident taxpayers).  
This contributes to reduce the tax rate applicable to Luxembourg 
source income.

The CII is granted through the income tax return. It is not granted If 
the taxpayer has received the CIS or the CIP.
�The CIM is granted on request. It is reduced by 50 % of the amount of 
all the benefits allowed to the child (apart from orphan’s pensions and 
family benefits) which exceed the amount of €1,920.
Doubled for the married/partners couples jointly taxable. 
Doubled in case of jointly taxation if each spouse earns an employee income.
I�ncreased by the same amount for the spouse and each child.
�Increased by €1,200 for each dependent child.
�In case of joint taxation, the deductible amount applies for each spouse, 
to the extent that separate insurance contracts have been concluded. 
�This allowance applies in the case of a divorced couple to the parent 
paying alimony for the child, or in the case of a couple living in 
cohabitation to the parent who is granted the tax class 1.
�50 % for the Belgian residents.
Applicable to rental building located abroad that generates a rental 
loss further to the deduction of the mortgage interest as well as the 
other expenses related to the building.

Last updated: April 2013
This document is intended as a general guide only. Although every 
effort has been made to ensure that the information printed within 
is correct, no guarantee can be given on its accuracy at the time of 
reading, or at a subsequent date, as it may be affected by future 
changes to the legislation or in interpretation of that legislation.
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