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In brief 
On 19 June 2026, the Swiss Federal Council published two important tax policy 
initiatives that together provide a clear indication of the future direction of the Swiss 
tax system: 

1. The report in response to Parliamentary Postulate 23.3752 (“Remaining 
Attractive, Securing Public Finances: Switzerland Needs a Long-Term Tax and 
Competitiveness Strategy”), which outlines the Federal Council’s strategic vision 
and options for maintaining Switzerland’s attractiveness as a location, especially 
for businesses in a post-Pillar Two environment. 

2. A separate consultation package on administrative relief measures for 
businesses, containing concrete proposals to simplify compliance obligations 
relating to VAT, withholding tax and stamp duties. 

The Postulate report from the Federal Council proposes no immediate, concrete legislative changes, but it is the most detailed 
public statement so far on the challenges facing Swiss tax policymakers and the areas under investigation for reforming the Swiss 
corporate tax system. The horizon for such reforms is nevertheless set to 2029, by which time the Ordinance on the GloBE 
Minimum Tax is to be transposed into a Federal Act.  

In the meantime, the consultation package contains concrete measures intended to reduce compliance and administrative burdens 
for all size of businesses in the near term. 

Regarding multinational groups (MNEs), attractiveness policy measures investigated include: 

• Addressing issues arising from temporary and permanent differences between the Swiss corporate tax and GloBE basis, 
which may distort the GloBE Effective Tax Rate 

• Transposing the GloBE basis into Swiss corporate tax system, which would require the adoption of “true and fair view” 
accounting (such as IFRS, US GAAP or Swiss GAAP FER/RPC instead of existing Swiss Code of Obligation accounts) for the 
determination of the Swiss corporate tax basis (at least for entities in scope of the GloBE rules)  

• The introduction of substance-based, GloBE compliant incentives  

• Miscellaneous simplifications to the dividend withholding tax notification procedure and the issuance stamp duty regime 
 

Why is Switzerland’s tax framework under review 
The Federal Council concludes that Switzerland continues to benefit from a highly competitive tax framework characterized by: 

• Comparatively low overall tax burdens 

• Strong fiscal stability 

• A federal tax system that fosters inter-cantonal competition 

• Legal certainty and political stability 

• A balanced mix of direct and indirect taxes 
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However, the report also identifies several structural developments that are expected to shape Swiss tax policy in the coming 
years: 

• Implementation of the OECD Pillar Two Global Minimum Tax 

• Increasing international pressure on traditional tax competition 

• Demographic ageing and its impact on economic growth and public finances 

• Technological transformation, including artificial intelligence and automation 

Against this backdrop, the Federal Council considers it necessary to reassess the Swiss tax system regularly with a view to 
preserving three overarching objectives: 

1. Competitiveness 

2. Efficiency 

3. Fair distribution of the tax burden 

Key elements of the Federal Council’s long-term tax strategy 

I. Corporate taxation: The main area of future reform 
According to the Federal Council, the most significant challenge for Swiss tax policymakers is the implementation of the 
OECD Pillar Two Global Minimum Tax rules (GloBE Rules). Switzerland introduced the Qualified Domestic Minimum Top-Up 
Tax (QDMTT) with effect from 1 January 2024 and the Income Inclusion Rule (IIR) with effect from 1 January 2025 but does 
not plan to introduce the Undertaxed Profits Rule (UTPR). Switzerland also adopted the “Side-by-Side” agreed within the 
Inclusive Framework in January 2026, which provides a safe-harbour to MNEs located in a jurisdiction with a Qualified Side-
by-Side regime. The Side-by-Side - for now – only benefits to US-parented groups, effectively excluding such groups from the 
application of IIR and UTPR, but not from QDMTTs. 

The Postulate report notes that the GloBE tax base (and thus Pillar Two Top-up Taxes) operate asymmetrically from the 
Swiss corporate tax base. Whilst Pillar Two Top-Up Taxes are levied where the effective tax rate computed under the GloBE 
rules (GloBE ETR) falls below 15%, they are never negative where the GloBE ETR exceeds 15%. A group whose GloBE ETR 
fluctuates over time therefore bears a higher aggregate burden than a group taxed consistently at 15%. Narrowing the 
divergences between the Swiss corporate income tax base and the GloBE base is consequently a competitiveness measure 
in its own right, and not merely a technical alignment exercise. 

1. Adapting the Swiss corporate tax base 
The Federal Council identifies a number of concrete levers, distinguishing between temporary differences (which 
reverse over time and are captured through deferred taxes) and permanent differences (which do not): 

• Accelerated or immediate depreciation. More generous Swiss depreciation rules are recognised as deferred 
taxes for GloBE purposes and therefore do not, in principle, trigger additional Top-up Tax. Depreciation of tangible 
assets is excluded from the recapture rule. The report suggests making any such regime elective, so that groups 
are not forced into losses that may expire unused. 

• Direct instead of indirect participation exemption. Swiss participation relief operates as a reduction of corporate 
income tax due, computed on net participation income, whereas the GloBE rules exclude participation income from 
the base outright. The mismatch is a permanent difference and can neutralise the Swiss relief where participation 
losses arise. A switch was examined and dropped during the third corporate tax reform in 2014; the minimum tax 
changes that assessment for MNEs subject to the GloBE rules. 

• Loss carry-forward. On 19 December 2025, the Parliament extended the carry-forward period from seven to ten 
years, expected to take effect from 2028 and to apply retroactively to losses incurred from the 2020 tax year. The 
GloBE rules impose no time limit at all, so a permanent difference remains for MNEs with large initial losses and for 
fast-scaling start-ups with long development phases. 

• Wholesale transposition of the GloBE tax base into the Swiss corporate tax system. Rather than point 
adjustments, the report canvasses computing Swiss taxable profit on GloBE principles, which are based on 
international accounting standards. This would simplify the interaction between the ordinary corporate income tax 
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and Top-up Tax regimes and improve predictability, but would be a deep systemic change, which may be 
disproportionate for small and medium size businesses (SMEs) outside of the GloBE rules. Adopting different 
ordinary corporate income tax bases for MNEs and SMEs would cause issues regarding the Constitutional 
principle of equal treatment amongst enterprises and may not be permissible. Further, adopting GloBE principles 
for ordinary corporate income taxation would not remove jurisdictional blending mismatch, since Switzerland has 
no group taxation. 

2. Development of Pillar Two-compatible incentives 
With rate competition largely neutralised for in-scope groups, the report points to instruments that retain their effect 
under the GloBE rules: direct grants, qualified refundable tax credits (QRTCs) and, following the January 2026 
administrative guidance and the side-by-side package, substance-based qualified tax incentives (QTIs). 

The distinction that matters in practice is between income-based and cost- or output-based relief. Income-based reliefs 
such as the patent box reduce covered taxes and are therefore partly clawed back through the Top-up Tax where the 
GloBE ETR falls below 15%. Cost-based reliefs - most obviously the additional deduction for research and development 
expenditure, which is computed on personnel expense - can be designed so that they do not reduce the GloBE ETR at 
all. The benefit of QTIs is nonetheless capped, broadly at the higher of 5.5% of payroll costs or of depreciation on 
tangible fixed assets (alternatively 1% of their carrying amount). That cap sets the practical ceiling for any Swiss 
incentive design and should inform expectations about how much relief a future instrument can deliver. 

The Postulate report accordingly raises relaxing the patent box requirements in the Tax Harmonisation Act, and verifying 
whether the existing R&D deduction meets the GloBE requirements for substance-based deductions. Cantonal tax 
holidays regimes for new establishments and investments would similarly need to be modified such that the benefit is 
linked to payroll or investment costs rather than to profit in order to qualify. The prohibition on “related benefits” - 
measures that in substance return minimum tax revenue to the groups that paid it - remains in place, and the 
international work to define it may narrow the room for designing both QRTCs and QTIs. 

The cantons are central here. They receive the larger share of Top-up Tax revenue and retain considerable latitude, and 
their exposure to the minimum tax varies widely. Several have already introduced or announced grant-based promotion 
instruments, which sit outside tax law entirely and can therefore be tailored to the local economy without conflicting with 
harmonisation requirements. 

Notably, the Federal Council’s Postulate report is framed almost entirely around the challenges derived from the 
introduction of the GloBE rules. However, Swiss tax policymakers would also need to consider further international 
developments, including bilateral discussions on EU State Aid Rules under the “Bilaterals III”. Although package has no 
direct fiscal dimension, its incorporation of EU state aid law through the land transport air transport and electricity 
agreements – implemented in Switzerland via the planned State Aid Surveillance Act – could be a potential gateway to 
mandatory adjustments of the Swiss corporate tax system. This is relevant to Switzerland’s post-Pillar Two strategy as 
the emphasis shifts from rate competition to substance-based linked incentive instruments, such as QRTCs, QTIs and 
investment grants. New Pillar Two compatible incentives would therefore need to pass not only the GloBE rules but also 
the EU state aid selectivity tests. 

3. Qualified or non-qualified domestic top-up tax 
A qualified domestic minimum top-up tax (QDMTT) is one that satisfies the OECD’s qualification conditions: it is to be 
computed on the GloBE basis and must apply to every in-scope MNE group with constituent entities in Switzerland, 
irrespective of where the group’s ultimate parent is located (including US-parented groups). In return, a QDMTT is 
recognised by other implementing states, i.e., it reduces to zero any IIR or UTPR they would otherwise collect on Swiss 
profits (and can benefit from the QDMTT safe harbour). 

Because the side-by-side system protects US-parented groups from foreign IIR and UTPR charges, a Swiss QDMTT 
can impose a burden on US-parented groups that they would not bear if they would invest in jurisdictions that levy no 
domestic top-up tax, making Switzerland less attractive.  

Switzerland could move to a non-qualified domestic Top-up Tax (DMTT) with targeted carve-outs – for instance, to 
attract US foreign direct investments, but would then likely lose qualified status: other states would thus cease to 
recognise such Swiss DMTT as a covered tax and apply their own Top-up Taxes, creating double taxation issues. The 
arguments in favour of a non-qualified domestic Top-up Tax would be revisited when the Pillar Two Ordinance is to be 
transposed into a Federal Act. 
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4. Withholding tax, residual taxes and treaty policy 
The report is unusually candid about the 35% withholding tax on dividends and interest on bonds and bond-like 
instruments. The Swiss withholding tax is high by international standards, makes Swiss-issued bonds unattractive to 
foreign investors and pushes groups to issue through foreign subsidiaries, weakening Switzerland as an issuance 
location. A switch to the paying agent principle, allowing relief at source for foreign investors while preserving the 
securing function domestically, was rejected in consultation. Similar, the 2022 reform of withholding tax on interest was 
rejected in a referendum, with 52% voting against it. The Federal Council instead proposes a fast, simplified relief 
procedure for excess withholding taxes on dividends and interest, modelled on the EU FASTER Directive, which will 
apply from 1 January 2030. It also emphasises that broad relief for intra-group dividends is indispensable, since residual 
taxes reduce the attractiveness of Swiss investment and encourage the use of intermediate holding companies in 
Luxembourg or the Netherlands. 

On the treaty side, the report flags a trend that bears directly on Swiss-headquartered MNE groups: developing and 
emerging economies increasingly demand source taxation of services, royalties and intra-group payments (UN Model 
Articles 12A, 12B and, since 2025, 12AA), and the subject-to-tax rule introduced under Pillar Two reinforces source-
state rights over low-taxed intra-group payments. Switzerland has accepted residual rates of up to 10% on technical 
services in certain treaties, for example with Brazil, India and Angola. Because residual taxes apply to gross income, 
even a low nominal rate can result in over-taxation where the cost base is high, and because Switzerland credits the 
foreign tax, the burden falls on the Swiss tax base rather than on the service provider. The report confirms that 
Switzerland will not grant unilateral credit for foreign withholding taxes in the absence of a treaty - a point of practical 
importance for groups with income from non-treaty jurisdictions.  

5. Capital tax and issuance stamp duty: Taxes not linked to profit 
Two taxes that are not levied on profits attract particular criticism. Cantonal capital tax is a covered tax for GloBE 
purposes, but because it is profit-independent (i.e., imputed against income tax when a taxpayer is profitable but fully 
due when a taxpayer is loss making) it amplifies the GloBE ETR volatility. The Postulate report contemplates deleting 
the obligation in the Tax Harmonisation Act for cantons to levy a capital tax, leaving them free to shift the burden to the 
profits tax. 

Issuance stamp duty, by contrast, is not a covered tax: it is paid but does not count towards the 15% threshold. The 
Federal Council considers outright abolition the only coherent option, regarding rate reductions or further exemptions as 
unjustifiable in tax-system terms, while recalling that abolition was rejected by 63% of voters in February 2022 and 
would need to be paired with revenue compensation. 

II. Administrative tax relief measures 
Alongside the Postulate report, the Federal Council opened consultations on measures intended to reduce administrative 
burdens for Swiss businesses. They are split into two parallel consultations, both opened on 19 June 2026: one at ordinance 
level (the Withholding Tax Ordinance, the Stamp Duty Ordinance, the Ordinance on relief for Swiss dividends paid to 
substantial foreign shareholders, and the Ordinance on the Switzerland-United States double tax treaty) and one at statutory 
level (the VAT Act and the Stamp Duty Act). 

1. Withholding tax: Extension of the notification procedure to additional group relationships 
The most significant proposal for MNE groups concerns the Swiss withholding tax notification procedure. Today, the 
notification procedure generally applies only to qualifying parent-subsidiary relationships. The Federal Council proposes 
extending this mechanism to additional intra-group transactions involving group entities that are consolidated under 
recognized accounting standards. It would apply, for example, to: 

• Deemed dividend distributions 

• Transfer pricing adjustments 

• Other taxable benefits between affiliated group companies 

The reform would significantly improve tax amounts cash-flow by allowing affected companies to report qualifying 
transactions rather than first remitting 35% withholding tax and subsequently reclaiming it.  

2. VAT: Expansion of annual reporting 
Currently, only smaller businesses with annual turnover below approximately CHF 5 million may file Swiss VAT returns 
annually. The Federal Council proposes removing the turnover limit altogether, so that all businesses may elect annual 
VAT reporting instead of quarterly filing. Approximately 25,000 additional businesses could benefit. The proposal would 
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reduce compliance costs and administrative workload, but is not expected to result in significant liquidity advantages, 
since annual reporting is generally tied to an obligation to make advance payments. The measure requires an 
amendment to the VAT Act and is therefore part of the statutory consultation. 

3. Further reduction of compliance and filing obligations 
The ordinance package also reduces documentation requirements towards the Federal Tax Administration: 

• Withholding tax: the balance sheet, tax-status and treaty-benefit criteria in Article 21(1)(a), (d) and (e) of the 
Withholding Tax Ordinance would be repealed, so that companies submit their financial statements only where 
they have actually paid a dividend or other taxable benefit during the financial year. Submission becomes 
electronic only. 

• Issuance stamp duty: the CHF 5 million balance sheet criterion in Articles 9(4) and 12(2) of the Stamp Duty 
Ordinance would be deleted, so that companies and cooperatives submit documents only on request. 

An estimated 45,000 companies would no longer have to file annual accounts with the Federal Tax Administration each 
year. The Federal Tax Administration retains the right to request the documents at any time and on a case-by-case 
basis. 

4. Issuance stamp duty: Simplified exemption for corporate capital reconstruction measures 
Under current law, loss-making companies that need to reconstruct their equity to eliminate losses can benefit from an 
issuance stamp duty exemption on capital contributions up to CHF 10 million. must apply separately for remission or 
deferral of issuance stamp duty in connection with additional restructuring contributions. 

The consultation proposal would abolish this remission procedure entirely. Instead, where shareholder contributions are 
used in open or hidden restructuring situations to eliminate accumulated losses, issuance stamp duty would 
automatically not apply. In practical terms: 

• The current CHF 10 million ceiling would cease to be relevant 

• No separate remission application would be required 

• Qualifying restructuring contributions could become exempt from issuance stamp duty regardless of amount 

For financially distressed groups, this could materially simplify recapitalisation and restructuring transactions and lower 
the tax cost of financial restructurings. The measure requires an amendment to the Stamp Duty Act and therefore forms 
part of the separate statutory consultation, not the ordinance package described. 

III. Expected timeline 
The Federal Council’s report and the parallel administrative tax relief package published on 19 June 2026 mark the beginning 
rather than the end of the reform process. 

• Second half of 2026: the two parallel consultations run until 12 October 2026 - on the ordinance amendments 
(withholding tax, stamp duty, dividend relief and the US treaty ordinance) and on the statutory amendments to the VAT 
Act and the Stamp Duty Act. 

• During 2026: work should begin on the consultation draft transposing the Pillar Two Ordinance into a Federal Act. The 
Federal Council said it will use that project to examine, together with the cantons and with input from business, the tax 
base questions and location-promotion instruments identified in the report. 

• Thereafter: the ordinance-level simplifications may enter into force ahead of the statutory ones, although the extension 
of the notification procedure depends on completion of the Federal Tax Administration’s IT work. 

• By 2029: the Federal Council must submit to Parliament the bill replacing the Pillar Two Ordinance. This is expected to 
be the vehicle for any significant corporate tax reform, informed by the first experience of applying the minimum tax and 
by international developments, including the evolution of the side-by-side system. 
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Baker McKenzie comment 
Taken together, the two publications of 19 June 2026 are the clearest statement to date of Switzerland’s post-Pillar Two strategy. 
The direction of travel is away from rate competition and towards a narrower set of levers: aligning the Swiss tax base with the 
GloBE base, removing or reducing taxes that are not linked to profits, substance-based incentives and grants, and administrative 
simplification. The Federal Council has not yet committed to concrete corporate tax reforms - the report is an inventory of options 
rather than a programme - and the decisions will be taken in the legislative project that must reach Parliament by 2029.  

Businesses with Swiss operations should monitor developments and may consider participating in the current consultations. 
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