SALEADER.CO.ZA

Most attractive countries for South Africans to
invest offshore
F

or many South Africans who are looking to invest
offshore, traditional destinations such as the Isle of
Man, Jersey and the UK are usually the first ports of call.

Increasingly however, other parts of Europe and the
Caribbean have been welcoming foreign investors. These
destinations offer substantial tax incentives in addition to
attractive lifestyle and travel benefits such as residence or
citizenship in return for an investment.
Andrew Taylor, Vice Chairman of Henley & Partners, the global
leaders in Residence and Citizenship Planning, says “Among
the several countries now offering investors the chance to
acquire citizenship or residence through investment, there are
four citizenship-by-investment programs of real interest – two
in the Caribbean and two in Europe.”
Each of the four citizenship-by-investment countries offers
different benefits to investors. The Caribbean programs,
for instance, offer more tax and banking incentives and the
benefit of travelling on a passport that requires few visas. The
programs in the EU offer the ability to live and work in Europe,
attend European educational institutions and allow visa-free
travel to more countries.
Taylor says, “The Caribbean is home both to the well-known
program in St. Kitts and Nevis and a new, competitive
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program in Antigua and Barbuda. Starting at US$ 250,000
(R2.6million), these Caribbean programs are the most
affordable in the world. They provide citizenship and
passports that enable visa-free travel to the EU (including the
UK) and Canada among other regions.”
“While it takes a shorter time to acquire citizenship in
Antigua and Barbuda than in St. Kitts and Nevis, the latter
has the added benefit of allowing investors to purchase
property at the renowned Four Seasons Resort Nevis, starting
from US$472,200 (about R5million), under the citizenship
regulations,” says Taylor. “This property is managed by one
of the most successful global hotel brands and can either be
used personally by the buyer or rented out for income.”
In Europe, the two main citizenship options are the recently
launched program in Malta, which Taylor says, “is the only
program of its kind that offers visa-free travel to the USA”,
and the one offered by Cyprus.
While these two offers are more expensive, starting as they do
from Eur 1 million (about R14.5 million), they are also the most
attractive as they lead to EU citizenship.
Malta offers the more affordable and streamlined route
to citizenship within the EU of the two. “Under the Malta
program, one person can apply with an upfront cost of about
€900,000 (R13 million) and obtain full European citizenship

(for life), and spouses and children can also qualify for
citizenship,” Taylor says.
As well as these citizenship-by-investment programs, there
is also Portugal’s very successful Golden Residence Permit
Program (GRP), with over 1,000 residence permits issued
through the program during the last year.
“The key benefits of this program are that Portugal is a full
member of the EU and therefore residence here allows you
to travel visa-free to all the notoriously difficult Schengen
countries as well as to work, live or study in Portugal.”
The investment required for the GRP is a Eur 500 000 (about
R7.3million) property purchase. The processing of a residence
permit is relatively quick, in approximately 90 days; and after
six years of residency (during which only 35 days of actual
residency in a five year period is required), an investor is
eligible to apply for citizenship.
“Through offices in key regions around the world, such as
here in South Africa where we have an office in Cape Town,
we coordinate and manage all legal and administrative work
required in the preparation and submission of citizenship
and residence applications,” explains Taylor adding “We also
assist in opening local bank accounts, acquiring real estate and
monitoring or managing the client’s properties throughout
the investment period.”

Of course, investing offshore comes with risks and investors
and as Taylor says, “Investors must keep in mind that there
are many different restrictions and laws depending on the
target country. For example, if we look at real estate only,
each country has a degree of variation in terms of inheritance
taxes, wealth taxes, income taxes, stamp duty, property taxes
and annual costs, etc., all of which will affect potential profits
or return on investment. Understanding these matters when
defining your strategy is critical.”
He explains that offshore investments also have important
implications for estate planning strategies such as the use
of credit-shelter trusts, traditional life insurance and the like.
This is in turn essential for people who wish to control the
disposition of their assets after their death and to minimize
the tax imposed by the state.
“The favourable tax rates in an offshore country are designed
to promote a healthy investment environment that will attract
outside wealth,” Taylor says, adding that “All the countries
I have spoken about are destinations that High Net-Worth
Individuals can use for offshore asset protection with benefits
such as tax relief and a reduction of tax liability.”
Taylor gave a rundown on the tax incentives on offer in each
of the five programs on offer, starting with St. Kitts and Nevis
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Cyprus

St. Kitts and Nevis

When it comes to Cyprus, Taylor says, “Individuals are considered as a
tax resident of Cyprus if they spend more than 183 days per annum in
Cyprus.”

“St. Kitts and Nevis offers the best tax incentives when compared to other programs,
as they have a very favourable tax structure. There is no direct taxation in St. Kitts and
Nevis: even if citizens reside on the islands, they will not be subject to personal income
tax, estate duty, inheritance or succession taxes, gift taxes or net worth tax.”

Tax residents are taxed on all chargeable income that is accrued or
derived from any source in Cyprus and abroad. Non-tax residents are
only taxed on certain income accrued or derived from a source in
Cyprus. Any foreign taxes that are paid can be credited against personal
income tax liability.

Taylor explains that in St. Kitts and Nevis, there is a corporate income tax of 35% of net
profits, “But the country offers qualified companies a tax holiday on corporate profits
for up to 15 years. Nevis does not levy tax on companies and foundations, as long as
no business is transacted on the island.”
Furthermore, there is a 10% withholding tax payable by both individuals and
companies remitting payments to persons outside of St. Kitts and Nevis.

According to Taylor, “Personal tax on income generated in Cyprus
is taxed at progressive rates up to 35%. Tax varies according to the
individual’s tax status. Immovable Property Tax is levied at 0.06-0.19
per thousand, which is imposed on the value of the property in 1980,
payable on 30 September each year. This amount is calculated per
owner, not per property, to both legal and physical residents.”

There is also an annual property tax in St. Kitts and Nevis which is minimal and
calculated on the market value of the property. The current rate of VAT is 17%.

Malta

The corporate tax rate in Cyprus is 12.5%. VAT of 19% is imposed on
the supply of goods and delivery of services in Cyprus, including the
acquisition of goods from the European Union and the importation of
goods into Cyprus.

Individuals who are resident and domiciled in Malta pay income tax on their
worldwide income. Personal income is taxed at progressive rates up to 35%.
However, Taylor notes, “Individuals who are resident but not domiciled in Malta pay
tax on both income arising in Malta and on income (excluding capital gains) remitted
to Malta that arises outside the island. The tax rate varies in accordance with the
individual’s tax status.”
The acquisition of Maltese citizenship under the country’s Individual Investor
Program does not, in itself, trigger tax residency, but even if one decides to move
and take up permanent residence in Malta, one would normally still retain the status
of a non-domiciled person.
Taylor says, “Malta does not impose estate or gift tax but does levy capital gains tax
on various assets (mainly immovable property and shares).”

Antigua and Barbuda
Talking about Antigua & Barbuda, Taylor says, “There
are no capital gains or inheritance taxes in Antigua and
Barbuda. Personal income tax was re-introduced in 2005
and the current tax rate starts at 10% and increases to
25% on chargeable income. Individuals who are here
temporarily will only be taxed on income arising in or
derived from Antigua and Barbuda.”
According to the regulations in Antigua & Barbuda,
“Individuals who have their permanent residence in the
country, or who are present for at least 183 days a year,
will qualify as residents of Antigua and Barbuda and will
be subject to tax on their worldwide income.” However,
proposed amendments to the Income Tax Act may change
taxation on worldwide income to taxation limited to locally
sourced income.

In Malta, the standard VAT rate is 18%. The corporate tax rate is 35%; special tax
concessions, however, apply for non-resident and non-domiciled owners. Malta has
concluded double taxation treaties with around 60 countries, while a number of
other agreements are signed but not yet in force.

Portugal

In Portugal, personal taxation for non-residents on Portuguesesourced employment and pension income is charged at a preferential
rate of 25%, although interest and rental income, dividends and capital
gains are taxed at 28%.
Taylor says that “for new residents wanting to stay for longer periods
or even to reside in Portugal, there is a Non-Habitual Residents (NHR)
regime which may be more beneficial.” He also says that “Once NHR
tax status is obtained, income derived from a Portuguese source
through a number of defined, high-value professions will be subject to
income tax at a flat rate of 20%, though some surcharges may apply.”
Portugal does not apply a wealth tax. There is no tax on gifts or
inheritances between parents, children and grandchildren.
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Henley & Partners

Nowadays, people of means need not limit their
investments or citizenship to only one country.
Offshore investments combined with the options of
citizenship-by-investment or residency programs can
deliver significantly more personal freedom, privacy
and security for high net worth individuals.
Henley & Partners, who have an office in South Africa,
provide highly sophisticated support with all elements
of residence and citizenship planning, including the
registration of International Business Companies
(IBCs) and trusts in the major offshore jurisdictions.
Their expertise can help you in optimizing your bottom
line.
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