
 

Leicester Business School

 

 
 
 

Promoting Investment in Private Rented Housing Supply: 
International Policy Comparisons 

 
Project for Communities and Local Government by: 

 
Centre for Comparative Housing Research 

De Montfort University, Leicester, UK 
& 

OTB Research Institute for Housing, Urban and Mobility 
Studies, Delft University of Technology, the Netherlands 

 
 

Country Policy Framework 
Switzerland 

 
 

 
Project Director: Professor Michael Oxley 

Professor of Housing 
Centre for Comparative Housing Research 
Leicester Business School 
De Montfort University 
The Gateway 
Leicester 
LE1 9BH 
 
Tel:  0116 257 7434 
Mobile:  0786 765 0119 
Email:  MOxley@dmu.ac.uk 
Web:  www.dmu.ac.uk/cchr 
 

Author: 
 

Dr Marietta Haffner 

Date: 14 September 2010 

 

mailto:MOxley@dmu.ac.uk
http://www.dmu.ac.uk/cchr


 

Leicester Business School

 

Promoting investment in private rented housing supply: international policy comparisons 
 

  

Country Policy Framework: Switzerland 2

1. Introduction 
 
1.1 This country review gives a brief overview of the policies towards (the 

investment in) the private rental sector in Switzerland. 
 
2. Some basic data 
 
2.1 The size of the private rental sector has not changed very much in the last 

century since World War II (Lawrence, 1996). However, it seems that private 
renting with 57 per cent (see Table 1) has lost a little ground between 1990 
and 2000 (three percentage points; Census).  The share of private person 
landlords has also declined to 57 per cent in 2000 (Table 1) from 79 per cent 
in 1950 (Lawrence, 1996).  Construction companies, cooperatives, insurance 
companies, real estate funds, staff pension funds, foundations and 
associations, government organisations and ‘others’ each owned less than 
ten percent of rental and cooperative flats with staff pension funds owning a 
larger share (about 8 per cent of rental stock).  The cooperatives (7.9 per cent 
of rental stock), the public sector (3.4 per cent) and the foundations and 
associations (2.5 per cent) would be considered non-profit landlords (13.8 per 
cent of rental stock; Kemeny et al, 2005; more than 1,500 organizations; FOH, 
2006). 

 
2.2 The share of institutional investors has been rising since 1950 up to around 

16 per cent of stock in 2000 (Census; Montezuma, 2006).  This would be 
about 28 per cent of the Swiss rental market that was in the hands of 
institutional investors such as pension funds, insurance companies, real 
estate funds and real estate companies (Bourassa et al, 2009).  Pension 
funds with close to 10 per cent of the rental units are the largest group of 
owners. 
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Table 1: Distribution of owners of dwellings* in Switzerland, 2000 
 
Owners of dwellings 

 % of stock  
% of rental 

stock 
Total 100 100** 100 about 100 
Owner-occupied sector*** 35 35   
Private renting  57   
Rented sector 65    

* Private persons   57 57 
* Organizations   43  
 Construction or real estate company    about 5 
 Insurance company    about 5 
 Real estate fund    3 
 Staff pension fund    about 8 
 Other  5  5 
 Cooperatives (non-profit)    8 
 Foundations and associations (non-
profit) 

   3 

 Public sector (non-profit)  3  3 
 
Source: FOH (2006); Kemeny et al (2005). 
*)  It is not clear whether the relatively large share of second homes of 12 per cent in 2000 of 

‘residential housing would be included in these statistics (FOH, 2006; p26). 
**) Source: Montezuma (2006) has five per cent for other tenures, whilst Lawrence (1996) 

distinguishes for 1990 cooperatives (3.7 per cent) and other tenures (2.2 per cent). 
***) Including condominiums (12 percentage points). 
 
2.3 Institutional investors hold 14.1 per cent of their assets in residential 

properties.  This must be considered a considerable share in comparison to 
other countries (Montezuma, 2006).  But it must also be considered an 
increased share as an earlier statistic talks about residential institutional 
investment representing about six per cent of institutional investment (year 
unknown, but probably 2004 or before).  Furthermore, housing with 52 per 
cent of institutional property portfolios appears to be the most important 
institutional property asset type.  The survey of Montezuma (2006) showed 
that 12 out of 14 respondents invested in the middle and top segments of the 
private rented market.  The other respondents invested in all segments. 

 
2.4 In 2000 70 per cent of dwellings was classified as multifamily and other forms 

of housing (next to single-family and semi-detached housing; Bourassa et al, 
2009).  Most of those dwellings would presumably be rental.  Also in new 
construction multifamily dwellings usually dominated between 1975 and 2004 
(FOH, 2006).  But in 2004 most new buildings were condominiums for 
wealthier buyers. 

 
2.5 In 1994 a long-time high of 47,000 new units was reached.  The market was 

in a crisis, however, as a result of stagnating incomes and slow population 
growth.  The production low with less than 29,000 units was reached in 2002.  
In 2004 new construction reached 37,000 units.  Vacancies peaked at 1.85 
per cent in 1999 and returned to normal level as of 2003 as population growth 
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picked up because of increased immigration numbers.  Rents also decreased 
as of 1996 and returned to previous levels in some areas as late as in 2005.  
This has stimulated some categories of profit landlords to reduce their 
activities (Kemeny et al, 2005). 

 
3. Rent regulation and tenant security 
 

Rent regulation 
 
3.1 Rents can be adjusted reflecting higher costs of operation, maintenance and 

interest (Bourassa et al, 2009).  Tenants can challenge rent increases in court 
if they think that cost items have increased less or “if it is considered that rents 
offer an ‘abnormal’ return on equity” (Bourassa et al, 2009; p12).  If interest 
rates go down, landlords may be required by their tenants to lower rents.  This 
happens, especially with institutional investors, as they are likely to set rents 
according to costs. 

 
3.2 The Federal Office for Housing (FOH, 2006; p56) calls the rent setting system 

an ‘economic rent system’, as rents are adapted with shifts in mortgage 
interest, regardless of how the dwelling was actually financed.  There is some 
discussion going on to change this and to link rents to the consumer price 
index..  In 2005 the government launched a proposal that the tenant should 
be able to choose between indexation and an improved economic rent. 

 
Security of tenure 

 
3.3 Tenure security is relatively strong (see also below; Bourassa et al, 2009; 

FOH, 2006; Werczberger, 1997).  The termination of a rental contract by the 
landlord needs to fulfil certain legal formalities which include providing a 
reason for termination, for example, the landlord needs the dwelling, the 
apartment needs to be renovated, or the tenant does not fulfil the contract.  
The tenant can always challenge the landlord’s decision in court. 

 
4. Subsidies for private rental landlords 
 

Subsidies for temporary lower-than market rents 
 
4.1 Housing provision has generally been a task of the private sector (Lawrence, 

1996; FOH, 2006).  The 1974 federal law (WEG) paved the way for the 
support of housing production of rental properties with below-market rents, 
and the encouragement of homeownership (Bourassa et al, 2009).  It also 
made it possible for any landlord and any tenant to receive a subsidy in 
exchange for complying to certain rules (rent regulation, minimum quality, limit 
to production costs; Kemeny et al, 2005).  The aim of introducing broad 
subsidisation was to prevent ghettos from arising.  The 1974 law also 
provided for the option of extra non-refundable subsidies for even lower rents 
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for units occupied by households with a very low income or with special 
needs. 

 
4.2 These rental schemes run temporarily up to 30 years (FOH, 2006).  This 

means that temporary assistance is given, which in the end delivers a 
dwelling for the private profit rental sector after the subsidy period ends, and 
the subsidy had been given to a profit investor.  In this sense, the Swiss 
system is comparable to the German bricks-and-mortar subsidies.  The big 
difference is that the Swiss WEG-subsidies mostly have to be repaid.  In the 
period 1975 to 2001 100,000 rental dwellings were supported with WEG-
subsidies (FOH, 2006). 

 
4.3 As the subsidisation model was deemed inappropriate in the crisis of the 

nineties, it was discontinued and replaced in 2003 with the new federal 
housing promotion act (WFG).  In principle the two laws (1974 and 2003) had 
the same purposes: to stimulate affordable rental housing for low income 
groups and to facilitate access to owner-occupation.  The third and added 
purpose of the 2003 law is to stimulate alternative and innovative types of 
housing (which usually does not happen in a tight housing market).  The 
difference between both laws is the type of instrument.  Interest-free or low-
interest loans are the instruments to be used as of 2003 instead of 
government guarantees in combination with non-refundable and refundable 
subsidies. 

 
4.4 Because of the crisis on the housing market, however, parliament has blocked 

the funds for implementation of the 2003 law (Bourassa et al, 2009).  Federal 
housing subsidies are thus almost not available, possibly only for non-profit 
housing providers, as the law was suspended until the end of 2008: 
“However, owing to the current market and the lack of financial resources, 
such activities have slowed down considerably.  A housing research 
programme explores decision-making tools and concepts on how to inject 
fresh energy into the development of housing. ... [while] ... [o]n the down side, 
low-income tenant households are burdened by high rents; individuals and 
groups with special needs have limited market access; and there is a lack of 
housing for people with specific needs and lifestyles.” (Federal Housing 
Office, 2006; p35) 

 
Subsidies for renovation and improvement of housing quality 

 
4.5 The incentives for energy conversation seem to be reserved for non-profit 

organizations (FOH, 2006). 
 
4.6 According to Kemeny et al. (2005) in the 2003 subsidy law two thirds of 

subsidies were to be aimed at renovation. 
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5. Key factors influencing investment in the private rental sector 
 
5.1 The reasons that are mentioned for the low rate of homeownership in 

Switzerland are a follows (FOH, 2006): 
 

 Late introduction of condominium ownership in 1965. 
In 2000 eight per cent of residential housing was condominiums, and three 
per cent of owner-occupation. 

 
 High property acquisition costs in relation to income.  

Bourassa et al (2009) state that house prices are relatively high in relation 
to income.  Furthermore, the relative user costs of owning and renting that 
were calculated by Bourassa and Hoesli (2010) for 1998 for five cantons1 
with a large share of population turned out to be 1.18 (from Bourassa et al, 
2009).  This suggests that owning was more expensive than renting at that 
time.2  As house and condominium prices have increased on average by 
33 per cent and rents on average by 18 per cent, it is likely that owner-
occupation has become relatively more expensive since then.  The drop in 
interest rates of over one percentage point is expected to be compensated 
by the dropped capital gains expectations. 

 
 High proportion of non-Swiss residents. 

20 per cent of households are non-Swiss.  Only 13 per cent of these non-
Swiss households are homeowners, while 39 per cent of Swiss 
households are homeowners.  The average rate of owner-occupation was 
35 per cent in 2000.  It has risen to 37.5 per cent in 2007 (Bourassa et al, 
2009). 

 
 Good-functioning rental housing market. 

Tenancy legislation is relatively liberal3 and attractive returns seem to be 
made. 

 
 Ambivalent attitude of government towards stimulating homeownership. 

 
5.2 If homeownership is not so beneficial4, then renting must be relatively 

attaractive.  In some cantons tenants will be able to obtain a housing 
allowance, sometimes on top of living in a subsidised unit, sometimes in the 

 
1 This is the middle level of three levels of government (national, cantonal, communal or municipal). 
2 Real costs of owning have been calculated to be also higher than those of renting between 1950 
and 1975 (from Werczberger, 1997). 
3 One may wonder what is so liberal about cost-based rent control for sitting tenants.  Although initial 
rents may indeed be freely set. 
4 Bourassa and Hoesli (2010) estimate a tenure choice equation for analyzing the ownership rate 
(from Bourassa et al, 2009).  Their conclusion is that high house prices in comparison to household 
incomes and wealth and to rents, as well as the income tax on imputed rent are the key variables 
explaining the low rate of homeownership. 
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context of social welfare, and also in some cantons rents are deductible from 
income tax (Bourassa et al, 2009; FOH, 2006).  Also tenant security is 
relatively strong. 

 
5.3 From an investment point of view the long-term rental tenure will make 

investment in rental housing relatively unattractive Bourassa et al (2009) 
speculate.  This would explain (i) why the rental vacancy rate is relatively low; 
(ii) the low cost of capital for such low-risk rental investment; and (iii) the high 
ratios of house prices to rents. 

 
6. Reasons for selecting or not selecting Switzerland in the next 

stage of the research 
 
6.1 Reasons for selecting Switzerland: 
 

 The private rental sector is very large; bigger than the German one. 
 The private rental sector does not seem to be a transitional sector as in 

England. 
 There is a comparatively large share of institutional investors (bigger than 

in the Netherlands and in Sweden according to Montezuma, 2006). 
 There used to be until 2002 a temporary system of repayable subsidies for 

building rental dwellings with a lower than market rent which delivers in 
due course dwellings to the private rental sector.  The 2003 system may 
work also in that way, once it is financed. 

 
6.2 Reasons for not selecting Switzerland: 
 

 Private renting may be a big sector because homeownership and non-
profit (social) renting do not seem to offer sufficient alternatives. 

 Investment in private renting may only happen because of a scarcity of 
dwellings on the owner occupied housing market results in a satisfactory 
rate of return. 
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