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Claiming interest deductions in other countries  

 

Country Interest deduction against rental income
United Kingdom Cannot claim deductions from interest expenses

 
Buy-to-let tax relief reform, April 2017 (gradually replaced interest 
deductibility with 20% tax credit)  
 
See note from 15/1/21 

United States If you receive rental income from the rental of dwelling unit, you may deduct 
mortgage interest expense on your tax return (irs.gov) 

Ireland You may be allowed claim Mortgage Interest Relief against your rental 
income. The interest must be from a mortgage that is used to purchase, 
improve or repair your rental property. 
You can claim Mortgage Interest Relief if you are registered with 
the Residential Tenancies Board: 

• while your property is rented out 
• in between renting out the property as long as you do not live in it 

during that time. 
You cannot claim Mortgage Interest between the time you buy the property 
and the time you first rent out the property. 

(revenue.ie) 
Canada You can deduct the interest charge on money you borrow to buy or improve 

your rental property. 
 
If you refinance your rental property to get money for a business or other 
investments, you may be able to claim the interest expenses on Schedule 4, 
Statement of Investment Income. 

If the funds are for personal use, you cannot deduct the interest expenses. 
(canada.ca) 

Australia If you take out a loan to purchase a rental property, you can claim the 
interest charged on that loan, or a portion of the interest, as a deduction. 
However, the property must be rented, or genuinely available for rent, in the 
income year for which you claim a deduction (ato.gov.au) 
 
You can claim the interest charged on the loan you used to: 

• purchase a rental property  
• purchase a depreciating asset for the rental property  
• make repairs to the rental property  
• finance renovations on the rental property  



 

 

• you can also claim interest you have pre-paid for up to 12 months 
in advance. 

You cannot claim interest: 
• for the period you used the property for private purposes, even if it’s 

for a short period of time 
• on the portion of the loan you use for private purposes when you 

originally took out the loan, or if you refinanced 
• on a loan you used to buy a new home if you do not use the new 

home to produce income, even if you use your rental property as 
security for the loan 

• on the portion of the loan you redraw for private purposes, even if 
you are ahead in your repayments. 

 
France In arriving at net rental income, deductions can include repairs, maintenance 

and improvements, local taxes, employee costs, mortgage interest expenses, 
management fees and insurance costs. If revenues are less than €32,000, a 
50% fixed deduction is applied. (globalpropertyguide.com) 

Germany You can deduct any expenses resulting from rental income against your 
taxable rental income. This includes mortgage expenses, as well as costs for 
maintenance, improvements and repairs. (thelocal.de) 

Norway Interest expenses are as a general rule, deductible. However, there is a limit 
on the level of interest expense that can be deducted for intra-group loans. 
Under these rules, the deduction of intra-group interest expenses is capped 
at 25% of a determined EBITDA calculated for Norwegian tax purposes.  
 
From 2019 it is an interest limitation on a loan from external lenders (from 
banks etc) when the Norwegian company is part of an international concern. 
In these cases, both internal and external interest can be intercepted where 
equity in the Norwegian company is proportionally lower than equity in the 
foreign concern group leading company. 
 
(dlapiperrealworld.com) 
 

Denmark The taxable rental income can be computed in two ways 
(globalpropertyguide.com): 

• Income less related costs such as maintenance costs, depreciation 
and property taxes 

• Income less an allowance of DKK7,000 (€941); 40% of the result is 
deducted in lieu of all deductions and costs 

 
Interest expenses are tax deductible. (KPMG) 

Sweden Rental income, or any other income, is treated as business income and is 
taxed at a rate of currently 21.4%.  A general reduction of net interest 
deduction corresponding to 30% of EBITDA applies. However, the reduced 
interest deduction applies only if negative net interest exceeds SEK 5 million. 
 
Certain additional restrictions apply to the deduction of interest on 
intercompany loans. In order to prevent a reduction in building of rental 
housing, speeded up depreciations — additional 2% the first six years — are 
available for newly produced apartment houses.   
(dlapiperrealworld.com) 



 

 

Italy If the real estate is leased to tenants, any rental income generated is subject 
to corporate tax (IRES) at the rate of 24% (27.5% for fiscal years before 2017) 
and regional tax (IRAP) at the rate of 3.9%. 
 
Taxable income for IRES purposes is the net revenue after the deduction of 
costs, as shown in the annual profit and loss account. With some minor 
exceptions, all costs relating to the activities of a company can be deducted, 
including interest (as long as this exceeds interest receivable), up to an 
amount equal to 30% of EBITDA (not including depreciation and financial 
lease payments). 
(dlapiperrealworld.com) 
 

Spain All expenses needed to obtain the rental income, including interest on capital 
borrowed to acquire or improve the property (PWC) 

Netherlands A property only qualifies for mortgage interest deduction if it is the 
taxpayer’s primary residence (i.e. taxed under “Box 1: taxable income from 
work and home ownership, profits, social security benefits and pensions”) 
Rental property is taxed under “Box 3: taxable income from savings and 
investments” 

- A flat tax of 30% is levied on the deemed yield of the net assets 
(value of assets minus any debts) 

- The applicable deemed yield depends on the value of the assets: 
 

 
 
 
 

DEEMED YIELD OF ASSETS FOR TAXATION 2017 

Asset Value, € Deemed Yield Effective Tax rate 

Up to €75,000 2.87% 0.86%

€75,000 - €975,000 4.60% 1.38% 

Over €975,000 5.39% 1.62%

Source: Global Property Guide

Japan Mortgage interest is not tax deductible. (PWC)
 
There is a tax credit available for housing loans however rental properties are 
ineligible for this credit. (japanpropertycentral.com) 

 


