
Taxation of Various Investments          
    
 
As fee-based Financial Planners, Lifestyle FP provide an holistic  
approach to financial planning and take a sensible, tax-efficient  
approach when it comes to investing. A tax-efficient investment  
can be quite difficult to define, because what’s viewed as being  
tax-efficient for one individual may in fact be quite inefficient  
for another.  
If you are considering making an investment, have  
made an investment but would now like a 2nd opinion or simply  
looking to move some of your money off deposit, there are  
several key tax-related points you should be aware of and need  
to consider: 
 
 
Investment Tax:  Also known as Exit Tax or Gross Roll up Tax which applies to any gains made on investments in 
managed funds available from most Life Companies or Bancassurers. This rate is 41%, and paid on any gains made as 
you Exit from the fund or automatically deducted on the 8th anniversary if you don’t. You cannot offset gains made in 
one fund with losses made in another and there isn’t any annual exemption from this type of Tax. That said, these 
diversified, managed fund type investments are suitable for most investors. 
 
Deposit Income Retention Tax: (D.I.R.T) is applied to all deposit income. It is now applied annually, currently 
at a rate of 35% and reducing by 2% each year to a rate of 33% by 2020. In some cases, an additional 4% PRSI may 
have to be paid on any deposit interest earned.  Individuals have no annual exemption from this type of tax and DIRT 
must be paid on any Interest earned, no matter how small the amount. This is currently almost an irrelevance 
because if you’re earning close to zero % interest, then you’ll be paying even closer to zero % DIRT. 
 
Capital Gains Tax (CGT):  There are numerous attractive investment options on the market that are designed 
to be subject to Capital Gains Tax at 33%. There are also distinct tax advantages to this type of investment.  
* There is no 1% Government Levy as is the case with all life company and bank managed funds.  
* While most are aware of the annual CGT exemption of €1,270, they rarely avail of it. In this case, if you don’t use it, 
you lose it.  
* Any gains are taxed at just 33% as opposed to 41% exit tax and  
* If you experience a loss with one of these, you should be able to offset that loss against any other capital gains.  
This now makes capital gains tax one of the most attractive tax structures for investors. Not only is it a lower rate of 
tax (33%) on any gains, but you may be able to reduce your tax liability further by offsetting any losses you made in 
the past from property or bank shares against any future gains you make.  Capital Gains Tax products are generally 
more suited to the higher net worth personal investor. 
 
Corporation Tax: 
Financial inertia may be costing your business more than you know. Company money left on deposit is taxed at the 
25% non-trading income rate and then subject to a 20% “close company” surcharge if not distributed within 18 
months. With interest rates at close to zero, inflation can have a real negative effect on your company’s future 
purchasing power. A little-known fact, however, is that managed fund type investments which are taxed at 41% for 
personal investors are treated differently for corporates. Such investment plans fall within the definition of an asset 
under Section 532 Taxes Consolidation Act 1997. A point that’s often overlooked therefore, is the returns here are 
not viewed as income. As such, profits are subject to a reduced rate of just 25% exit tax as opposed to 41% for 
personal investors. Additionally, there is no “close company” surcharge on these profits. These plans also benefit 
from the gross roll-up regime which allows a company to defer the tax payable on the growth. This can be pushed out 
until the 8th anniversary. All in all, with regular premiums reducing the investment risk through Euro Cost Averaging, 
these plans are proving extremely attractive to savvy company owners/directors. 
 
 
 

 



Income Tax: A single person can earn up to €35,300 pa at the lower Income Tax rate of 20% per annum (see table 
below). There are currently several investments on the market with decent returns which are subject to income tax. 
This can be very beneficial and attractive for the investor who is asset rich but showing or drawing little income.   
 
Tax rates and rate bands  
Tax rates and bands applicable to your personal circumstances years 2017, 2018, 2019 
Personal Circumstances 2019 2018 2017 
Single, widowed or a 
surviving civil partner 
without qualifying children 

€35,300 @ 20% and the 
balance @ 40% 

€34,550 @ 20% and the 
balance @ 40% 

€33,800 @ 20% and 
the balance @ 40% 

Single, widowed or a 
surviving civil partner 
qualifying child carer credit 

€39,300 @ 20% and the 
balance @ 40% 

€38,550 @ 20% and the 
balance @ 40% 

€37,800 @ 20% and 
the balance @ 40% 

Married or in a civil 
partnership with one 
income 

€44,300 @ 20% and the 
balance @ 40% 

€43,550 @ 20% and the 
balance @ 40% 

€42,800 @ 20% and 
the balance @ 40% 

Married or in a civil 
partnership with two 
incomes 

€44,300 @ 20% (with an 
increase of €26,300 
max) balance @ 40% 

€43,550 @ 20% (with an 
increase of €25,550 
max) balance @ 40% 

€42,800 @ 20% (with 
an increase of €24,800 
max) balance @ 40% 

Note: The increase in the rate band is capped at the lower of €26,300 or the income of the lower earner. This increase 
cannot be transferred between spouses or civil partners. 
 
Pension Fund Investors: Approaching one of the longest bull-runs in history, many pension investors are seeking 
alternatives to what they perceive as a choice between High-Risk Equities or No Return Cash options. While the tax 
advantages to investing in a pension structure are obvious to most, many investors aren’t so enthused by what they 
perceive as their restricted investment options and are looking to alternative Self-Directed options. One of the most 
popular asset classes amongst the self-directed options are property-based investments. 

Property via your Pension: There are several distinct advantages, many tax-based, to purchasing property through 
your pension as opposed to purchasing privately. * There is no income tax on the rental income, * This rental income 
can also be reinvested tax efficiently, * There is no personal annual tax return required for the property, * There is no 
requirement to liquidate the asset at retirement – can be transferred “in-specie” to A(M)RF, * Net yields compare 
favourably to current annuity rates with the added bonus of retaining the asset and passing to your estate on death, 
and * There is no CGT on any gain made on the sale of property. 

Event Purchased Personally Purchased by Pension Fund 
Purchase Price €150,000 €150,000 
Annual Rent €9,600 €9,600 
Management Fee €768 €768 
Property Tax/Other Bills €2,000 €2,000 
Annual Net Rent €6,832 €6,832 
Income Tax at 40% €2,732 N/A 
USC & PRSI (assuming 11%) €752 N/A 
Net Annual Rent €3,348 €6,832 
Net Annual Rental Yield 2.23% 4.55% 

 

There are several options available when it comes to investing a pension fund in property, but a key Revenue 
requirement is that it’s all conducted at “Arms-Length”. After this, if you have a residential or commercial property in 
mind, you can choose to have this bought outright by your pension fund, or if your pension fund isn’t sufficient in 
value, then in a partnership type arrangement with a number of others. 

In summary, it’s vitally important when looking at any kind of investment to at least consider the different tax 
implications and their relevance to your personal circumstances. So, from low-risk deposit type funds, to high-risk 
property & equities and everything in between, get in touch today to reserve your free Discovery Meeting. 
 

https://www.revenue.ie/en/jobs-and-pensions/calculating-your-income-tax/what-is-an-increased-rate-band.aspx
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