
The enactment of the Usufruct Interest Act, 2026 is 
one of the more interesting developments to emerge 
from The Bahamas’ private client sector in recent 
years. Not necessarily because usufruct itself is new, 
civil law jurisdictions have used the concept for 
centuries, but because of what its enactment says 
about the direction of international wealth planning 
and how The Bahamas sees its role within that 
evolving landscape.

For a long time, offshore estate planning was largely 
built around common law structures. Trusts became 
the cornerstone of cross-border wealth preservation, 
succession planning and asset protection, 
particularly for families connected to the United 
Kingdom, North America and other common law 
jurisdictions. The Bahamas continues to maintain an 
exceptionally strong reputation in the trust space and 
remains one of the leading trust jurisdictions 
internationally.
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What has changed over the past decade is the 
profile of international wealth itself. Private wealth is 
increasingly global, increasingly mobile and 
increasingly concentrated in jurisdictions that do not 
necessarily share common law traditions. Latin 
America is perhaps the clearest example. Families 
from Brazil, Mexico, Colombia and elsewhere are 
often sophisticated users of offshore structures, but 
they frequently approach ownership, succession 
and family wealth through an entirely different legal 
lens.

One of the recurring challenges in cross-border 
estate planning is not whether a structure works 
technically, but whether the family itself is 
comfortable with it conceptually. Many civil law 
clients understand direct ownership intuitively. They 
understand splitting economic rights from ultimate 
ownership. They understand family succession 
through retained lifetime benefits. Trusts, while highly 
effective, can sometimes feel less natural because 
they require a different way of thinking about 
ownership altogether.

By introducing the usufruct interest into this 
jurisdiction, The Bahamas enhances its 
competitiveness in global wealth structuring, 
providing an additional mechanism for succession 
planning, asset protection, and intergenerational 
wealth transfer.

In particular, the legislation responds to a clear 
market demand, especially from civil law jurisdictions 
such as Latin America, where usufruct is a familiar 
and widely used planning tool. Its introduction 
positions The Bahamas as a jurisdiction capable of 
bridging common law and civil law legal traditions, 
thereby attracting a broader client base without 
displacing its existing strengths, particularly the 
strength and flexibility of its trust regime.

What is a Usufruct?
To understand why this matters, it is necessary to 
begin with the concept of ownership itself. Under 
Roman and civil law traditions, ownership has 

historically been viewed as comprising three distinct 
rights:

 1. Usus: the right to use property;

 2. Fructus: the right to enjoy the fruits or income 
generated by the property; and

 3. Abusus: the right to dispose of or ultimately 
consume the property.

In common law jurisdictions, these three rights are 
generally consolidated into full ownership. Civil law 
systems, however, permit these rights to be 
separated and allocated between different persons.

In a usufructuary arrangement, the usufructuary 
retains the rights of usus and fructus, namely the 
ability to use the asset and derive economic benefit 
from, while another party, often referred to as the 
bare or naked owner, retains the right of abusus,
residual ownership interest and ultimately receives 
full ownership once the usufruct terminates. In 
practical terms, usufruct allows a person to transfer 
underlying ownership while continuing to enjoy the 
economic benefits of the asset during their lifetime.
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This concept has long been familiar in many civil law 
jurisdictions, where usufruct structures are commonly 
used in succession planning. A parent, for example, 
may transfer ownership of shares, real estate or 
investment assets to children while retaining the right 
to occupy the property, receive dividends or 
maintain economic control during their life.

Does the Usufruct Replace the Trust?
One of the most important questions arising from the 
introduction of usufruct legislation is whether it 
diminishes the relevance of trusts in The Bahamas. 
The answer is unequivocally no. Trusts continue to 
occupy a central role in sophisticated estate 
planning and remain one of the most effective tools 
available for asset protection, intergenerational 
succession, confidentiality and governance.

Indeed, many of the core advantages of trusts 
cannot be replicated by usufruct alone. Trusts allow 
for discretionary distributions, fiduciary oversight, 
complex family governance arrangements and 
long-term wealth preservation across multiple 
generations. They remain particularly valuable 
where family dynamics are complex or where asset 
protection considerations are paramount.

Usufruct serves a different purpose and rather than 
replacing trusts, it introduces an additional planning 
layer that may be used independently in some cases 
or integrated into broader structures in others. The 
most interesting developments are therefore likely to 
emerge through hybrid planning arrangements.

For example, a Bahamian trust may continue to hold 
family real estate while usufruct rights are granted to 
the settlor, allowing the settlor to retain the use and 
economic benefit of the property during lifetime. 
Upon the termination of the usufruct, the trust would 
thereafter hold the asset free from those retained 
rights for the benefit of the next generation in 
accordance with the terms of the trust.

Similarly, ownership of underlying shares or 
investment assets may be transferred into trust for the 
benefit of future generations while senior family 

members retain usufruct rights over dividend income 
or other economic returns during their lifetime. Such 
structures can facilitate gradual succession planning 
while preserving continuity, economic security and, 
in some cases, a degree of family control during 
transitional periods.

Bridging Civil Law and 
Common law Concepts
For common law practitioners, the closest 
comparison to usufruct is often a life interest trust, 
sometimes referred to as an interest in possession 
trust. Under a traditional life interest trust structure, 
one beneficiary, commonly a surviving spouse or 
parent, is entitled to benefit from trust assets during 
lifetime, usually through a right to receive income 
generated by the trust or to occupy trust property. 
Another beneficiary, often children or future 
generations, holds the residual entitlement to the 
trust capital once the life interest comes to an end.

A common example would involve a family home or 
investment portfolio being settled into trust for the 
benefit of a surviving spouse during his or her lifetime, 
with the underlying assets ultimately passing to the 
children upon the spouse’s death. The surviving 
spouse retains the economic enjoyment of the 
assets, while the next generation effectively holds 
the future ownership interest.

The similarity to usufruct is immediately apparent. In 
both cases, economic benefit and ultimate 
ownership are separated between different people. 
However, a life interest trust operates through 
fiduciary relationships and the separation of legal 
and beneficial ownership, whereas usufruct creates 
a direct proprietary division of rights in the asset itself.

Historically, offshore planning has often required civil 
law families to adapt themselves to entirely common 

The usufruct does not replace trusts.
It is expanding the language of estate

planning in The Bahamas.

Nassau 242-322-4130  •  Lyford Cay 242-362-4020
Freeport 242-351-7474  •  Marsh Harbour 242-367-3102

03



law structures. While trusts remain highly effective, 
they can sometimes feel conceptually unfamiliar to 
families accustomed to direct ownership models or 
civil law succession principles. Usufruct provides a 
framework that many international families intuitively 
understand while still allowing them to benefit from 
the stability, sophistication and flexibility of The 
Bahamas as an international financial centre.

The introduction of usufruct should also be viewed in 
the context of The Bahamas’ broader track record of 
successfully integrating civil law concepts into its 
common law framework. The enactment of the 
Foundations Act in 2004 represented a similar 
moment of legal convergence. While foundations 
are traditionally associated with civil law jurisdictions, 
The Bahamas was able to incorporate the concept 
into its legislative framework in a way that preserved 
the integrity of its common law system while 
expanding its attractiveness to international clients. 
That earlier development demonstrated both the 
jurisdiction’s willingness and ability to adapt civil law 
constructs for use within a common law offshore 
environment. Usufruct follows a similar trajectory, 
reinforcing the idea that The Bahamas is not 
constrained by legal tradition and is capable of 
accommodating multiple conceptual approaches 
to wealth structuring.

Usufruct and Digital Assets
The legislation is not confined solely to traditional 
forms of property such as real estate or shares in 
private companies. Rather, it contemplates 
application across a wide range of asset classes, 
including financial assets and intellectual property. 
This flexibility is significant because modern wealth 
itself is increasingly diverse.

The legislation is particularly interesting because it 
contemplates the application of usufruct 

arrangements to digital assets. That is a notable 
development and one that reflects how seriously The 
Bahamas is engaging with modern wealth structures. 
Increasingly, large estates include cryptocurrency 
holdings, tokenised investments, intellectual 
property, online businesses and other digital assets 
that derive value less from physical possession and 
more from access rights, governance rights and 
economic participation.

The real value of digital wealth often lies not in 
holding the asset itself, but in controlling the income 
or benefits generated from it. Staking rewards, 
licensing income, governance participation and 
token economics are all examples of rights that can 
potentially be separated from ultimate ownership. 
One can easily envisage structures where ownership 
of digital assets passes to the next generation while 
senior family members retain economic participation 
during lifetime. Equally, governance rights 
connected to decentralised projects or tokenised 
ecosystems may eventually become divisible in ways 
that resemble traditional usufruct principles. 
Although usufruct is rooted in ancient Roman law 
concepts, it may ultimately prove highly adaptable 
to modern digital wealth precisely because it 
focuses on separating use, economic benefit and 
ultimate ownership.

Conclusion
More broadly, the introduction of usufruct says 
something important about the direction of the 
Bahamian private client industry itself. International 
financial centres are increasingly competing on tax 
neutrality or technical expertise, as well as their ability 
to accommodate different legal traditions and 
different types of international families. The 
jurisdictions likely to remain competitive over the next 
decade are those capable of operating 
comfortably across both common law and civil law 
concepts. The Bahamas is positioning itself 
accordingly.

Importantly, this does not represent a departure from 
the jurisdiction’s traditional strengths. The usufruct 

The Bahamas is not constrained 
by legal tradition.
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does not replace trusts. It is expanding the language 
of estate planning in The Bahamas. The trust industry 
remains central to Bahamian private wealth 
planning and will continue to be for the foreseeable 
future. What has changed is that advisers now have 
greater flexibility in how they structure succession 

arrangements for internationally connected families. 
As wealth becomes increasingly international, 
increasingly digital and increasingly multi-
generational, that flexibility is likely to become far 
more valuable than rigid adherence to any single 
legal tradition.

This article does not constitute legal advice. It is intended to be general and non-exhaustive in nature and may 
not cover all material aspects of the subject that could impact you or your clients.
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