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Investing in Switzerland
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The Free Trade Agreement between China and Switzerland
has entered into force on 1 July 2014 and is likely to further
promote good relations and trade between China and
Switzerland. In this brochure we set out the advantages
of investing in Switzerland and how CMS can support
you on this path.

Switzerland is one of the most
competitive countries in the world

— Advantageous climate for foreign investments

— Sound economic policies and a stable political
system

— Excellent education system and a skilled workforce

— High quality public service and first class
infrastructure

— Open economy in the heart of Europe with
strong trading relations around the world

— Free movement of goods, capital and persons
between Switzerland and the EU

— Several Swiss industries are world-renowned for
their innovations and quality (e.g. food processing,
chemicals, watches and financial services)

— Most competitive country according to the Global
Competitiveness Report (consistently since 2010)

— Traditionally business-friendly electorate and
government

— Favorable taxation in comparison to other
highly developed countries

— Liberal and efficient labour market in which
disputes and strikes are virtually non-existent

— One of the lowest unemployment rates in the
world (3.2% in 2014)

Budgetary and fiscal policy

Switzerland has a tradition of a prudent budgetary and
fiscal policy. It first implemented a federal debt limit in
2001 that was subsequently mimiced by several other
countries. The debt-to-GDP ratio is substantially lower
than in the EU and the US.
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Currency and price stability

The efficient capital markets and a highly professional
and international banking system render the Swiss market
an excellent choice for business operations. The Swiss
Franc is a strong and stable currency and an international
safe haven. In the last 20 years, Switzerland's yearly
inflation rate has been lower then the OECD'’s average in
every year. Only on two occasions did the Swiss inflation
rate rise slightly above 2% while the inflation rate in the
USA, the EU and other OECD countries regularly
surpasses 2%.

High quality of life

Beautiful landscapes, attractive cities and high safety
make Switzerland an excellent choice to combine life
and work. Zurich and Geneva have constantly been
ranked among the world’s most liveable cities by the
Mercer Quality of Living Survey.

Attractive tax system

The tax system represents an important reason for
Switzerland's attractiveness to foreign businesses. Special
tax status is available for holding companies, domiciliary
companies, mixed companies and principal companies.
However, the ordinary taxed companies also benefit from
low tax rates.

Other highlights of the Swiss tax system include:

— unique relationship with the Swiss tax
authorities and valuable ruling practice

— easy tax law

— excellent double tax treaty network and
access to EU agreements

— tax holidays available for newly set up
businesses in certain regions

— low individual income taxes

— one of the lowest VAT rates in the world
(maximum 8%)

— tax neutral group internal reorganisations
possible

— tax loss carry forward period of 7 years

— full exemption of foreign PE income, losses
from foreign PE deductible in Switzerland

— no CFC rules

— off-set of income tax with capital tax in
many cantons.

International and regional headquarters

International and regional headquarters Switzerland’s
high level of both hard and soft factors renders it an
excellent location for international and regional
headquarters, entrepreneurial, trading and financing
activities. Many multinational companies have already
taken benefit of this.
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China — Switzerland
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A growing and promising relationship

Ties between China and Switzerland have strengthened

over the last few years. China has become Switzerland'’s

most important trading partner in Asia and new Chinese
investors have entered the Swiss market.

Chinese firms have a small but growing presence in
Switzerland. They are not only entering markets for basic
consumer goods but also for chemical intermediates,
pharmaceuticals, high technology parts and
telecommunications

Bilateral relations

Switzerland recognized the newly-established People’s
Republic of China and simultaneously withdrew recognition
from the Republic of China on 17 January 1950, being
one of the first Western states to do so. Initially, contacts
with China were not close, owing to internal turmoil in
China and the Cold War. Bilateral relations between
Switzerland and China have developed at a very brisk pace
since Deng Xiaoping launched his policy of liberalization
and reform in the late 1970s. The long-standing bilateral
relations between China and Switzerland have become
strong and unceasingly more intense over the past years.
This is particularly evidenced by the regularly held, high-
level mutual visits taking place. In addition to dynamic
economic cooperation, the two countries are engaged in
dialogue in a number of areas, such as the environment
and sustainable development, human rights and migration,
science and education and the domain of financing.

In 2007, Switzerland and China signed a Memorandum of
Understanding on the intensification of high-level political
consultations and the further deepening of bilateral
relations. Along with regular, official contacts between
Beijing and Bern, there exist a number of partnership
projects between cantons and cities, and — on the level of
civil society — a lively exchange between various experts,
academic institutions, and groups of artists.
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Investment Protection Treaty

The Investment Protection Treaty between China and
Switzerland provides that Switzerland has the obligation
to protect and promote investments of Chinese investors in
Switzerland. Governmental discriminations, expropriations
without legal basis and compensation and impediments to
payment and capital transfers relating to such investments
are not admissible.

Free Trade Agreement

The Free Trade Agreement between China and Switzerland
was signed on 6 July 2013 and entered into force on 1 July
2014. It will, above all, improve mutual market access

to goods and services by dismantling most customs and
non-tariff barriers. Furthermore, the Agreement will
increase the protection of intellectual property rights.
As a result, trade is expected to increase between China
and Switzerland, thereby distinguishing Switzerland
from the rest of Europe in matters of trade with China.

Education

Due to its significant potential for scientific and techno-
logical development, China belongs to those non-European
States that have been defined as priority countries for
Switzerland's research cooperation. In 2008, a bilateral
research program was set up with the Sino-Swiss Science
and Technology Cooperation project. The results of this
cooperation have been most gratifying, and the program
entered into its third phase in 2013. In the academic year
2012/13, some 1,202 Chinese students were enrolled at
Swiss universities. Scholars and artists from China can
apply for Swiss Government Excellence Scholarships.
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CMS Switzerland offers unique local expertise and
international reach. We are one of the country’s leading
law firms, with a proven track record and a reputation for
excellent client service stretching back more than half a
century. Working from Zurich and Geneva, Switzerland's
two major financial and commercial centres, our
experienced team provides top tier specialist legal
expertise in domestic and cross-border matters.

CMS has been active in China on behalf of its clients for
several decades and has had an office there since the
mid-90s. This allows us to better advise Chinese clients as
we are familiar with China not only in terms of different
legal systems, but also in terms of the cultures. Such
knowledge gives us the power to provide profound

and customized professional advice.

We deliver innovative, high-value-added solutions focused
on your specific requirements. At CMS we are known
for our distinctive, personal approach to client service
and build strong relationships focused on your success.
We are committed to meeting your needs efficiently and
have the resources and flexibility to form specialist teams
to handle your national and international transactions.

CMS Switzerland is a member of CMS, which provides
clients with specialist, business-focused advice in law
and tax matters. Our 3,000 legal professionals across
the world, working in sector-based teams and trained
in project management, are focused on our clients and
fulfilling their objectives. CMS lawyers operate in 58
offices worldwide, offering real-world advice to clients
operating in a challenging business climate and a fast-
changing regulatory environment.
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Our strong track record
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Advised a Swiss industry company in the acquisition
of 8 aggregates pits and quarries and 4 ready-mix
concrete plants in Alsace (France) and 4 ready-mix
concrete plants in the Basle area (Switzerland).
Advised the largest Japanese pharmaceutical company
on its EUR 9.6 billion (debt-free cash free) acquisition
of a Swiss drug company.

Advised a German car maker in developing its
corporate structure and commercial network in
Switzerland.

Advised a US all-track vehicle manufacturer on its
market entry in Switzerland and the establishment
of both its EMEA headquarter and R&D hub for
Europe, including advising on a broad variety of
commercial aspects.

Assisted a German data centre provider on its market
entry in Switzerland, including drafting of the
corresponding customer and supplier contracts as
well as advised on all kinds of commercial aspects
in relation to the set-up of business in Switzerland.

Our expertise:

Banking and Finance
Commercial

Competition & EU
Consumer Products
Corporate

Dispute Resolution
Employment & Pensions
Energy

Hotels & Leisure
Infrastructure & Projects
Insurance & Funds
Intellectual Property
Lifesciences

Private Clients

Private Equity

Real Estate & Construction
Relocation & Immigration
Tax

TMT — Technology, Media & Telecoms
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Your contact

Patrick Sommer, H.E.E.

B &

CMS von Erlach Poncet Ltd.
L3 it8022,
Dreikoénigstrasse K75

BiE +414428511 11
fEE +4144 28511 22
R patrick.sommer@cms-vep.com

Dr Patrick Sommer, H.E.E.
Partner

CMS von Erlach Poncet Ltd.
Dreikdnigstrasse 7

8022 Zurich

Switzerland

T +414428511 11
F +4144 2851122
E patrick.sommer@cms-vep.com
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© CMS Legal Services EEIG (July 2014)

CMS Legal Services EEIG (CMS EEIG) is a European Economic Interest Grouping that coordinates an
organisation of independent law firms. CMS EEIG provides no client services. Such services are solely
provided by CMS EEIG’s member firms in their respective jurisdictions. CMS EEIG and each of its
member firms are separate and legally distinct entities, and no such entity has any authority to bind
any other. CMS EEIG and each member firm are liable only for their own acts or omissions and not
those of each other. The brand name “CMS” and the term “firm” are used to refer to some or all

of the member firms or their offices.

CMS locations:

Aberdeen, Algiers, Amsterdam, Antwerp, Barcelona, Beijing, Belgrade, Berlin, Bratislava, Bristol,
Brussels, Bucharest, Budapest, Casablanca, Cologne, Dubai, Duesseldorf, Edinburgh, Frankfurt,
Geneva, Glasgow, Hamburg, Istanbul, Kyiv, Leipzig, Lisbon, Ljubljana, London, Luxembourg, Lyon,
Madrid, Mexico City, Milan, Moscow, Munich, Muscat, Paris, Prague, Rio de Janeiro, Rome, Sarajevo,
Seville, Shanghai, Sofia, Strasbourg, Stuttgart, Tirana, Utrecht, Vienna, Warsaw, Zagreb and Zurich.

www.cmslegal.com



