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Tenancy law: something is stirring after all

Uncoupling of rents from mortgage interest rate levels and adjustment to the cost of living 

From the eternal construction site tenancy law, something constructive seems to arise. In the future, the rents shall follow the development of the National Consumer Price Index and not be dependant on the course of the mortgage interest rate anymore. This principle was agreed upon during the reporting year between Swiss organizations of tenants and landlords. For the tenants, the main advantage of uncoupling of the mortgage interest rate is that, unlike before, not only the increases in the mortgage interest rate are passed on whereas reductions are most often “forgotten” by the landlords. A linking of the rents to inflation as the sole criteria furthermore means that the previous increasing factors, such as purchasing power and increase of operating and maintenance costs are omitted. An increase of the rent shall, in the future, also not be justifiable after real estate changes hands. Thus, the structure of the rent becomes more transparent and easier for the tenants to control. 

The index-linked rent is less fair than a pure cost rent, as not all costs which incur for the tenant follow the price increase. But the pure cost rent could never assert itself in the existing legislation. Therefore the Swiss Tenants Union has approved the index-linked model. Of course, it is a compromise which by far does not consider all our concerns.

In the last years, the price increase fluctuated between 1 - 2% and, in the future, we will have to live with corresponding rent increases. It is correct, that there will be no rent reductions in the future. But as mentioned, most tenants in any case received insufficient or no reductions at all. 

The new regulation still has to be approved by the National Council and the Council of State. But the parliament will hardly oppose if the unions stick to the negotiated compromise.

The new law will probably become effective in the year 2009. A transitional arrangement is planned, whereby the previous tenancy agreements operate according to the old law until the mortgage interest rate is at 4 ½%. After 5 years at the latest, all contracts are subject to the new law. 
Besides this medium-term modification on the legal level, two adjustments by means of official regulations shall become effective beforehand. 

New mortgage interest rate

Until the adjustment of the rents to the National Consumer Price Index takes effect, the linking to the mortgage interest rate is, as said, still applicable. Until now, the mortgage interest rate was decisive for variable mortgages of cantonal banks. This interest rate is no longer representative and, as of next year, the rents shall follow a new average interest rate. It is calculated quarterly by the National Bank and is based on the average of all national mortgage debts. The new average rate does not change much in the development of the rents, as the variable mortgages of the cantonal banks averaged almost exactly like the average interest rate of all national mortgage debts. 
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