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Editorial

Dr. Oliver Adler
Chief Economist
Credit Suisse (Switzerland) Ltd.
Increased life expectancy, demographic aging, and the ongoing low interest rate
environment pose a challenge to Swiss retirement provision. Unless either the
retirement age or the financial burden on the workforce is raised significantly or the
level of services is reduced, sustainable financing of the system is doubtful. The
rejection of the reform “Pensions 2020” showed that there is still no clear political
consensus on this subject.
Whenever possible – such as in the extra-mandatory segment of employee benefits
insurance – pension funds are already responding with reductions of their
conversion rates. Future pension recipients must therefore expect lower retirement
benefits from the first two pillars. Changes in the working environment (e.g. greater
levels of part-time employment or more frequent career interruptions) are also not
being sufficiently accounted for by the current pension system. The people affected
thus run the risk of preparing insufficiently for retirement by having merely “forced
savings.”
In this context, private savings are becoming more important to ensure a reasonable
standard of living after retirement. As good coverage of financial needs after
retirement also appears crucial from the social and political perspective, tax
incentives for retirement savings in tied pension provision (Pillar 3a) are highly
advisable. In any case, an expansion of this savings opportunity is worth exploring.
In this study, we analyze the Pillar 3a savings behavior of the Swiss population,
highlight how wealth creation can be supported even with moderate annual deposits
with a long-term investment horizon, and clarify the regional differences in tax
benefits.
We hope that this publication will make an additional contribution to the debate
about the future of providing retirement benefits, and hope you enjoy reading it.
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Role and Importance
of Pillar 3a in
Retirement Provision
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Private saving, in addition to state and occupational retirement provision, represents
the third pillar of the Swiss pension system (see figure). This three-pillar concept
has been anchored in the Federal Constitution since 1972. The objective of the
first pillar, consisting of the Federal Old Age and Survivors’ and Disability Insurance
(AHV/IV) and its supplementary payments, is to secure the minimum income
needed to subsist. Together with the first pillar, Pillar 2 is designed to allow the
insured to maintain their accustomed standard of living in an appropriate way. The
third pillar of private pension provision then acts as an individual supplement which
is voluntary, but is promoted by the federal government and cantons using fiscal and
ownership policy measures. In the case of self-employed persons, private pension
provision can partly compensate for the lack of employee benefits insurance.

Figure 1

Private Saving Is an Important Pillar of the Swiss Pension System
The three-pillar system of Swiss retirement provision

Pension Provision

First pillar:
State provision

Second pillar:
Employee beneﬁts
insurance

Third pillar:
Private pension
provision

Purpose:
Securing subsistence
income

Purpose:
Continuation of accustomed
standard of living

Purpose:
Individual supplement

Ensured through:
• Old age and survivors’
insurance (AHV)
• Invalidity insurance (IV)
• Supplementary
beneﬁts (EL)

Ensured through:
• Obligatory occupational
pension funds (BVG)
• Obligatory accident
insurance (UVG)
• Extra-mandatory segment

Ensured through:
• Tied pension provision
(Pillar 3a)
• Flexible pension provision
(Pillar 3b)

Source: Federal Social Insurance Ofﬁce, Credit Suisse
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Within the third pillar, a distinction is made between tied pension provision (Pillar 3a)
and flexible pension provision (Pillar 3b). Tied pension plans are available only for the
gainfully employed population. Savings in Pillar 3a receive tax benefits; however, the
options for deposits and withdrawals are limited. For employed persons who belong
to a pension fund, the maximum deposit is currently CHF 6,768 per annum (“small
Pillar 3a”). Workers without employee benefits insurance (such as self-employed
persons) may deposit up to 20% of their net earned income, up to a maximum of
CHF 33,840 per annum (“large Pillar 3a”). The capital from Pillar 3a may be
withdrawn at the earliest five years before reaching the regular AHV retirement age
(exception: advance withdrawals, see page 30). Upon reaching the AHV retirement
age of 64 (for women) or 65 (for men), the balance is payable. Persons who
continue to be gainfully employed beyond that age are entitled to postpone the
lump-sum withdrawal, but only for a maximum of five years, i.e. until the age of 69
or 70 years. Tied pension provision products are available from insurance companies
(Pillar 3a pension policies) and from bank foundations (Pillar 3a interest accounts,
Pillar 3a securities solutions). This means that the insured can choose from pension
provision products with different equity holdings, depending on the particular risk
profile. Further untied, non-tax-privileged forms of saving (such as savings accounts,
securities investments, life insurance, residential property) then form Pillar 3b.
Pillar 3a Is Gaining in Importance
Pillar 3a assets held in bank accounts or at insurance companies amounted to a total
of CHF 100.3 billion at the end of 2016 (see figure). Compared to the previous year,
this represented a strong growth of 3.7%, although this was below the average of
previous years (2010-2015: +6.0% p.a.). However, these figures do not fully reflect
the total volume, because they do not include pension capital that is invested in
securities solutions with banks. Partial surveys – for example, by Swiss Banking or
the association “Verein Vorsorge Schweiz” – show that the overall Pillar 3a market is
at least CHF 12 to 13 billion larger when securities investments are also taken into
account. The accumulated capital in Pillar 3a is therefore approximately one-seventh
of accrued assets for occupational pension provision (second pillar). The annual
deposits into Pillar 3a account on average for over 10% of the total contributions
paid by insured participants and employers to the three pillars (in 2014, deposits with
banks alone stood at almost CHF 10 billion).
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Figure 2

The Pillar 3a Market Has Grown Sharply in the Last 20 Years
Pillar 3a: number of bank accounts and insurance policies in millions, assets in CHF bn*
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* Banks: only funds invested in interest accounts, excluding securities solutions;
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Private pension provision is likely to gain further in importance in the future. The Swiss
pension system finds itself faced with demographic and economic developments
that, without any countermeasures, will challenge the financial stability of its first two
pillars. The failure of the “Pensions 2020” proposal in September 2017 once again
delayed any possible reform. In response to these challenges, pension funds are
increasingly exploiting their existing flexibility and reducing their benefits. The already
observable trend toward declining conversion rates in the extra-mandatory segment of
employee benefits insurance is set to continue in the coming years. Social changes,
such as the proliferation of part-time working and other flexible working models,
will also put the pension system to the test, as they may lead to pension gaps for
the affected parties in their current configuration.1 In this context, it is all the more
important for the insured to build up a private pension provision in good time – either in
Pillar 3a or 3b – in order to ensure a reasonable standard of living in their retirement.

1

 ee Credit Suisse (2017). Swiss pension fund survey: low interest rates and demographics
S
as the main challenges
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How the Swiss
of Today Are
Saving in Pillar 3a
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In contrast to the state pension and employee benefits insurance, private pension
provisions are voluntary. Up to the annual maximum amount, it remains at the
discretion of the worker whether, how often, and how much they want to invest
in products offered by Pillar 3a. The Swiss Labour Force Survey (SLFS) by the
Swiss Federal Statistical Office suggests that about 59% of the gainfully employed
population between the ages of 25 and 64/65 years made regular payments into
Pillar 3a in 2015. However, this share was lower for women, at 55%, than for men
(62%). In the meantime, 35% of the working population have no Pillar 3a and 6%
only make irregular contributions.
Pillar 3a Less Widespread Among the Young and Foreigners
The analysis according to socio-demographic and socio-economic features provides
further, important findings (see figure). Indeed, the share of workers without
deposits in Pillar 3a is above average among young people. Even if they are already
active in the labor market, only around 20% of 18–24-year-olds make regular
contributions. This share stands at 47% for 25–34-year-olds, but that is still well
below the overall average of 59%. Among persons who continue working beyond
the normal retirement age, there is also only a minority who make contributions to
the third pillar. In total, Swiss and dual citizens save with Pillar 3a pension products
much more frequently than foreign gainfully employed persons, and married
persons make deposits more often than single or divorced persons. On the other
hand, there are virtually no differences in the frequency of deposits between hired
workers and the self-employed. In principle, the probability of owning a Pillar 3a
account and augmenting it increases in proportion with education and income levels.
There are also some significant differences in regional terms: In German-speaking
Switzerland, the proportion of gainfully employed persons who regularly make
Pillar 3a contributions stood at 61% in 2015, compared to 54% in French-speaking
Switzerland and 44% in the Italian-speaking part of Switzerland.
No Pillar 3a: Financial Reasons Are Key in 44% of Cases
Among the survey participants who do not make any contributions to Pillar 3a, 44%
specified financial reasons for this, while 49% stated other reasons not specified
in greater detail in the survey results, and 7% were not able to give any answer.
The financial argument cropped up slightly more frequently for women (47%) than
for men (42%). The share of participants who do not make deposits in Pillar 3a
for financial reasons was also slightly above average for self-employed persons
(48%) and persons aged between 45 and 54 years (49%). For younger people,
the financial situation is less of a reason for abstaining from payment. Regardless
of gender and age, a shortage of funds was stated as the main reason for nonpayment in more than half of all cases by persons with a lower secondary schoolleaving qualification (54%) or a low income from gainful employment (first quintile,
58%), as well as the divorced (57%).
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Figure 3

Over a Third of Workforce Has No Pillar 3a
Payment of Pillar 3a contributions, as a percentage of the working population aged between 25 years
and the normal AHV retirement age (64 for women and 65 for men)*, 2015
58.7%

Total
Gender

Men

61.9%

Women

38.5%

Employed

58.4%

Self-employed

60.4%

Age Group

18–24 years

19.7%

25–34 years

46.2%

45–54 years

63.1%

55–63/64 years

62.5%
19.1%

Secondary I

29.9%
32.8%
77.7%

37.4%

Secondary II

57.7%

56.2%

37.8%

66.0%

German-speaking Switz.

27.6%
32.9%

61.0%

French-speaking Switz.

39.7%

54.0%
43.8%

Single

51.9%

**

40.4%

52.6%

30.3%

64.3%

Divorced

42.0%

51.3%

First Quintile

52.8%

41.0%

Second Quintile

44.7%

49.6%

Third Quintile

37.7%

55.4%

Fourth Quintile

25.0%

69.3%

Fifth Quintile

15.3%

79.1%

Foreign

40.9%

Swiss

53.9%
65.0%

0%

Yes, regularly

32.5%

**

Married

Origin

74.9%

61.7%

Italian-speaking Switz.

Earned
Income
Level

32.3%

**
47.5%

Tertiary

Marital Status

35.7%

35–44 years

64/65–69/70 years

Language
Region

32.4%

55.0%

Employment
Status

Education
Level

35.2%

Yes, irregularly

20%

28.6%

40%

60%

80%

100%

No

Source: Swiss Federal Statistical Ofﬁce (SLFS), Credit Suisse
** Evaluation by age group excluded
** The results should be treated with caution because of the small sample size.
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Lower Income Groups Save Less – But There Are Exceptions
Approx. 59% of the Swiss working population save regularly in the third pillar –
but how high are the amounts that they pay in? Certain indications about this are
provided by the Household Budget Survey (HBS) by the Swiss Federal Statistical
Office. It is not surprising that the average deposits rise in proportion with income
(see figure). Households with the lowest gross income make deposits on average of
CHF 836 per annum and per person – but over 75% do not make any deposits at
all. However, 10% of households in this income bracket pay in at least CHF 3,600.
In the income bracket from CHF 60,253–88,032, 25% of households deposit at
least CHF 3,100 while 10% contribute the maximum amount.

Figure 4

Even in Lower Income Groups, Some Save Nearly the Maximum Amount*
Average, 75% and 90% percentile of the annual deposits into Pillar 3a (per person) by
income class, employed individual and couple households under 65 years, 2012–2014

7,000
6,000
5,000
4,000
3,000
2,000
1,000
0
<60,252

60,253–88,032

88,032–119,736

119,736–164,244

>= 164,244

Income Class (CHF)

Average

75% percentile**

90% percentile**

Source: Swiss Federal Statistical Ofﬁce (HBS), Credit Suisse
* Maximum amount in 2012: CHF 6,682, 2013/2014: CHF 6,739.
** 75% percentile (90% percentile): 75% (90%) of the values lie below this amount,
25% (10%) lie above it.
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Major Regional Differences in Deposit Amounts
Data from the Swiss Federal Tax Administration allows for a regional analysis
of payments into tied pension provision. The map below shows the average
3a contributions deducted from taxable income in 2014 for a single, employed
person for each Swiss municipality. In German-speaking Switzerland, the average
payment amount was substantially higher than in the French- and Italian-speaking
parts of the country. However, the payment behavior also varies within the
language regions: While Delémont, Geneva, Fribourg and Bellinzona were among
the cantonal capitals with the lowest deposits with average values between
CHF 1,218 and CHF 1,315, Sion stood in the medium range with CHF 1,601.
Glarus and the city of Basel registered significantly lower deposits than the rest of
the German-speaking capitals. The inhabitants of the municipality of Appenzell (AI)
deposited the most with a figure of almost CHF 2,300, followed by the inhabitants
of Stans, Aarau, and a number of cantons in Central Switzerland. As people with
higher incomes are typically able to invest more in their private pension provision,
the regional differences in payment behavior also partly reflect socio-economic
differences between the regions.

Figure 5

Less Is Paid into Pillar 3a in French-Speaking Switzerland and Ticino
Average deposit in Pillar 3a in CHF, hired and single person, only taxpayers subject to
normal taxation, 2014
Canton Municipality
JU
GE
FR
TI
NE
GL
BS
VD
TG
AR
VS
SZ
SG

Delémont
Geneva
Fribourg
Bellinzona
Neuchâtel
Glarus
Basel
Lausanne
Frauenfeld
Herisau
Sion
Schwyz
St. Gallen

Average deposit
in CHF
1218
1262
1308
1315
1392
1429
1432
1489
1570
1593
1601
1613
1630

Canton Municipality
SH
SO
BL
BE
UR
GR
ZH
OW
LU
ZG
AG
NW
AI

Schaffhausen
Solothurn
Liestal
Berne
Altdorf
Chur
Zurich
Sarnen
Lucerne
Zug
Aarau
Stans
Appenzell

Average deposit
in CHF
1742
1781
1787
1788
1794
1799
1883
1930
1979
2082
2127
2235
2286
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Source: Swiss Federal Tax Administration, Credit Suisse, Geostat

Married Couples Pay Slightly More
Significant differences also exist in the deposit amounts depending on the
household types and the type of gainful employment. In the case of employed
households, the average deposit for married couples with just one income stands
at CHF 2,647, while single persons pay about CHF 1,000 less (see figure). This
is probably due to the fact that married couples are often older and so will tend to
generate a higher income, and also want to ensure retirement provision as a couple.
As expected, married couples with two incomes manage to make significantly
higher deposits, whereby the average deposit again remains well below the
permissible (doubled) maximum amount. In the case of self-employed households,
the average deposits are usually higher than those paid by employed households, as
expected. However, since the maximum amount for the self-employed depends on
the earned income, it is not possible to say with any certainty whether the deposit
options are being exploited in full or not.
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Figure 6

Average Household Pays Considerably Below the Maximum
National average of deposits in Pillar 3a in CHF, only taxpayers subject to normal
taxation, 2014
Maximum amount for self-employed
2014 (without pension fund):
CHF 33,636 or 20% of
earned income

2 x max. amount

14,000
12,000
10,000
8,000

Max. amount 2014:
CHF 6,739

6,000
4,000
2,000
0
Single

Married with Married with
one income two incomes

Single

Employed

Taxable income (CHF)
0 – 30,000
30,000 – 40,000
40,000 – 50,000
50,000 – 75,000

Married with Married with
one income two incomes
Self-employed

75,000 – 100,000
100,000 – 120,000
> 120,000
Average

Source: Swiss Federal Tax Administration, Credit Suisse
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Little Invested in Securities
A vast majority of the capital invested in Pillar 3a accounts at banks is currently
saved in interest-bearing accounts. According to figures from the association “Verein
Vorsorge Schweiz”, only just under 23% of the pension capital deposited with its
members – which include the most significant institutions regarding Pillar 3a – was
invested in securities solutions in 2016. Securities solutions, which include equities
and other risk-bearing investments, are generally more suitable if the investment
horizon is longer. For this reason, one might expect that the penetration of securities
would be higher among young account holders than among the older insured.
However, this is not the case. The highest level is among 45-54-year-olds (28%),
while the figure stands at under 20% among young people under 35 years (see
figure). Unfortunately, it is not possible to determine which reasons are crucial for the
generally low penetration of securities and for the disparities according to age from
the data available to us. Conceivable possibilities here include, among other things,
a lack of interest, a low risk tolerance or risk ability, or even a lack of information and
financial knowledge. The situation also begs the question of whether the investment
horizon is actually longer for younger people if, for example, an advance withdrawal is
planned for the purchase of residential property or for becoming self-employed (see
page 30).

Figure 7

Securities Solutions Still Not Very Widespread
Penetration of securities: share of safekeeping accounts in total funds invested in
Pillar 3a interest accounts and safekeeping accounts in %, by age group, 2016
All Age
Groups
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16.2%
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18.8%
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24.5%
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25.9%
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15%

20%

25%
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Source: Verein Vorsorge Schweiz, Credit Suisse
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Wealth Accumulation
in the Life Cycle:
Scenarios

3a Saving in Switzerland 16

The analysis of the private pension behavior of the Swiss population presented
above has revealed significant differences in terms of the frequency and the size
of the payments into Pillar 3a. The older age groups pay in more, and the saving
behavior also varies considerably on a regional basis. Various sample scenarios
below will demonstrate how different payment patterns and various interest and
yield assumptions will influence wealth accumulation.
Long-Term Investment Increases Compound Interest Effect
In the period from 2012 to 2014, the average Swiss household paid CHF 3,146
every year into tied pension provision (Pillar 3a). If we look at the historical asset
development of a household that has paid CHF 3,000 per annum into a Pillar 3a
interest account since 1987 (yellow line), the household would have accumulated
almost CHF 130,000 in the event of a payout in 2017 (CHF 93,000 deposits plus
cumulative interest in the amount of CHF 36,681). The compound interest effect is
even more beneficial if the maximum permissible amount is exploited. In this case,
the cumulative interest totals almost CHF 66,000. However, even lower deposits
are worthwhile, as the scenario with annual deposits of CHF 1,000 shows.

Figure 8

Wealth Accumulation Thanks to Compound Interest Effect
Asset performance with regular deposits (at the beginning of the year in each case) of
CHF 1,000, 3,000 or of the respective maximum permitted amount; average interest/
yield of 2% p.a.
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+65,811
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+36,681
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+12,227
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Deposits (CHF 1,000)

2017 Year

Historical performance and ﬁnancial market scenarios are not reliable indicators
of future performance.
Source: Credit Suisse
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Interest Rate and Yield Differentials Decisively Influence Wealth
Accumulation
In the previous example, the accumulation of wealth was calculated on the basis
of an average interest rate of 2% p.a., which was realistic in the period under review
(the average interest rate on Pillar 3a accounts at Credit Suisse stood at 2.12%
in this period). However, the currently low interest rates pose a challenge for the
third pillar too – they are leading to slower capital accumulation. If you factor in an
average interest rate of 0.2% that is standard in the current environment over an
investment time horizon of 35 years, with an annual deposit of today’s maximum
permitted amount, this would lead to accumulated interest income of CHF 8,724
and a final net worth of CHF 245,604 (see figure) – a longer low-interest phase will
reduce the wealth accumulation considerably. If a rising level of interest rates and
an average interest rate of 1% is applied, interest income will increase to almost
CHF 48,000. An interest rate or yield scenario of 4% results in a final net worth
that is more than twice as high as with an interest rate/yield of only 0.2%.

Figure 9

Interest Rate/Yield Is Crucial for Wealth Accumulation
Asset performance with regular deposits (at the beginning of the year in each case) of
the current maximum amount of CHF 6,768 given differing assumptions regarding the
average interest rate/yield
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Assets (interest rate/yield 1.0%)

Assets (interest rate/yield 3.0%)

Assets (interest rate/yield 0.2%)

Assets (interest rate/yield 2.0%)

Deposits (CHF 6,768 p.a.)

Historical performance and ﬁnancial market scenarios are not reliable indicators
of future performance.
Source: Credit Suisse
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It is possible to raise the yield opportunities by using securities solutions – securities
solutions historically have tended to bring better returns than interest accounts.
However, they do involve greater risks and fees. On the other hand, temporary
fluctuations in value can often be taken into account in view of the long investment
time horizon. As the Pillar 3a balance is normally withdrawn at the latest upon
reaching the normal retirement age, it is important to reduce the securities
component in good time or to harmonize it with the proposed investment strategy
after retirement. In this way, it is possible to reduce the risk of a sale of the securities
at an unfavorable time. In general, the equity component should be determined
according to the risk tolerance. For investors who are more willing to take a risk
and have a long investment time horizon, products with a significantly higher equity
component are worth considering as they make it possible to achieve potentially
higher returns.
Deposit Interruptions Lead to Savings Gaps
Not all households pay annually into their private retirement provision. Some do not
exploit the maximum permitted amount, while others are not entitled to pay into
Pillar 3a due to a relatively long break from gainful employment (e.g. after having a
baby, during academic studies, etc.). In contrast to the second pillar, missed deposits
into Pillar 3a cannot be compensated through later additional purchases. The graphic
on the next page shows the wealth accumulation with regular deposits of the current
maximum amount of CHF 6,768 compared to a person who declines deposits
for a period of seven years. Based on a mixed 3a model with an interest account
and securities solution, an average interest rate/yield of 2% or 3% is assumed.
In Scenario A with 3% average interest, the accumulated interest income given
constant deposits (A1) is almost CHF 52,000 higher than in the event of a sevenyear deposit break (A2). In Scenario B with 2% annual yield, the interest loss was
still around CHF 30,000.
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Figure 10

Deposit Interruptions Reduce Compound Interest Effect
Asset performance with regular deposits (at the beginning of the year in each case) of
the current maximum amount of CHF 6,768 in the event of a seven-year deposit break;
average interest rate/yield of 2%/3% p.a.
421,484

400,000

345,130
322,115

300,000

267,344
200,000
100,000
0
0
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35 Investment
period

A1) Assets (interest rate/yield 3.0%, without interruption)
A2) Assets (interest rate/yield 3.0%, with interruption)
B1) Assets (interest rate/yield 2.0%, without interruption)
B2) Assets (interest rate/yield 2.0%, with interruption)
Historical performance and ﬁnancial market scenarios are not reliable indicators
of future performance.
Source: Credit Suisse

In the previous chapter, we showed that the frequency of deposits into Pillar 3a
increases with age. However, with respect to wealth accumulation, it would make
sense to start with retirement savings at as young an age as possible, since
anyone who saves over a relatively long period of time will achieve a higher final
net worth with the same interest rate. In the following scenario an annual deposit
of approx. CHF 4,800 over a period of 35 years results in a higher final net worth
than if the maximum amount of CHF 6,768 is deposited annually over a period
of 25 years. Although the total deposits are identical, the “early bird” achieves
assets that are CHF 25,000 higher in the end than if the savings had started ten
years later. It is therefore advisable to start saving for retirement at an early age,
even if it is not possible to pay in the maximum amount.
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Figure 11

It Pays to Start Early – Even with Relatively Small Amounts
Asset performance with regular deposits (at the beginning of the year in each case) of
CHF 4,834 and with the current maximum amount but with a ten-year delay; average
interest rate/yield of 2% p.a.
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Historical performance and ﬁnancial market scenarios are not reliable indicators
of future performance.
Source: Credit Suisse
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Tax Aspects
of Pillar 3a Savings
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In addition to the potential returns, tax concessions are also one of the benefits
of private pension provision. Persons who receive income that is subject to
AHV contributions may make deposits up to the statutory maximum amount
into Pillar 3a and then deduct this amount in full from their taxable income. In
addition to this tax deduction, wealth tax, income tax, and withholding tax are not
applicable during the entire investment term. Upon payout of the accrued capital,
the capital is taxed at a reduced rate separately from the rest of the income.
Tax Savings Through Deposits into Private Pension Provision
The tax saving effect depends on the individual marginal tax rate. This rate
determines the extent to which the tax burden changes when the taxable income
is increased or decreased by a specific amount. Due to the tax progression, the
marginal tax rate generally increases in line with the taxable income. Due to the
federal tax system in Switzerland, however, the extent of the tax progression
varies considerably from region to region. The diagram on the next page takes the
examples of the municipalities of Neuchâtel and Zug to show how a single person
can reduce their tax burden by paying into Pillar 3a. Given a taxable income of
CHF 100,000, deposits of CHF 6,768 (current maximum amount for insured
persons in a pension fund) into Pillar 3a reduce taxes by CHF 2,473 in Neuchâtel,
and by CHF 1,583 in Zug due to the lower marginal tax rate. Given a taxable
income of CHF 200,000, the burden in Neuchâtel is reduced by CHF 2,877, and
in Zug by CHF 1,670.
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Figure 12

The Higher the Marginal Tax Rate, the Higher the Tax Savings
Tax burden and marginal tax rate for a single person with differing taxable income in the
municipalities of Neuchâtel and Zug, 2017
Taxes (CHF)
100,000

80,000

40%

-2,877
60,000

30%

40,000
-1,670

20%

-2,473
20,000

Marginal Tax Rate

50%

10%

-1,583
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Source: TaxWare, Credit Suisse

Observing the average tax savings by canton confirms that payments into Pillar 3a
are particularly worthwhile in cantons with a relatively high tax burden: For families
with a taxable income of CHF 100,000, the tax reduction is greatest in Neuchâtel,
Geneva, Jura, and Ticino, whereas it is lowest in the fiscally attractive central Swiss
cantons. High incomes benefit the most in terms of actual Swiss-franc amounts but,
in percentage terms, lower incomes may reduce their tax burden more dramatically,
provided they can afford the amount required.
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Figure 13

Tax Savings Highest In Western Switzerland
Tax savings in CHF with a deposit of CHF 6,768 for various taxable incomes, average
per canton, single person without children and married couple with two children, 2017
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* Income below the amount subject to tax.
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Taxation of Lump-Sum Withdrawal
In the case of lump-sum withdrawal taxes, there are clear regional differences.
Considering the cantonal level, the lowest taxes are applicable in the canton of
Schwyz, followed closely by Zug, Basel-Landschaft, Graubünden, and Appenzell
Innerrhoden (see figure). While the western parts of the country tend on average to be
subject to higher tax rates for the taxation of income and assets, this segregation is
less clearly distinctive in terms of lump-sum withdrawal taxes. Although Vaud, Fribourg,
Neuchâtel, Basel-Stadt, and Jura bring up the tail of the list, Geneva and Berne
feature in the upper middle range in 9th and 11th places. In addition, the cantons of
Appenzell Ausserrhoden, Lucerne, and Thurgau apply an above-average tax rate to
lump-sum withdrawals.
Figure 14

Tax on Retirement Capital Is Lowest in Schwyz, Zug, and Basel-Landschaft
Tax burden on lump-sum payments, artificial index based on lump-sum withdrawals
between CHF 50,000 and 250,000 for single persons and married couples, 2017
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The differences from one municipality to another may amount to several thousand
francs. For instance, in the attractive area of Wollerau (SZ), savings capital of
CHF 200,000 is subject to taxes of CHF 7,903, whereas in various municipalities
in Vaud taxes of about CHF 20,000 would be due, which represent about 10% of
the saved capital. A lump-sum withdrawal of CHF 100,000 also clearly indicates the
differences: In Wollerau, the taxes would be CHF 1,938, but in Herisau (AR) they
would be almost four times as high at CHF 7,875.
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Staggering of Lump-Sum Withdrawals Reduces Tax Burden
All lump-sum payouts made in a calendar year are taxed together. A possible payout
of the pension fund capital or of vested benefits capital in the same year is accrued
with the Pillar 3a balance. In addition, the withdrawals of partners in marriage or in
a registered partnership are also counted together.
As on the federal level, lump-sum payouts are also subject to progression in
most cantons. As large lump-sum payments are taxed at a proportionately higher
level, it is possible to reduce the taxes by staggering the payout of the lump-sum
withdrawals. The diagram on the next page shows, as an example, how the tax
burden can be reduced with a staggered withdrawal of CHF 200,000, spread over
a four-year period. The largest saving of CHF 8,695 is achieved in Fribourg – a
one-off payout here would incur almost CHF 16,000 in tax, but staggering the
withdrawal over four years reduces the tax to just under CHF 7,100. The cantons
of Appenzell Ausserrhoden, Basel-Landschaft, Glarus, Graubünden, Obwalden,
St. Gallen, Thurgau, Ticino, Uri, and Zurich apply either a flat-rate tax or only minor
progression levels for lump-sum withdrawal taxes. In these cantons with a uniform
tax rate, the advantage of staggering is smaller because only the federal share is
subject to a progression. Even so, it is beneficial to plan any lump-sum withdrawals
from the second and third pillars carefully.
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Figure 15

Staggering Pays Off Especially in the Case of High Progression on Lump-Sum
Withdrawals
Lump-sum withdrawal tax in the case of one-time withdrawal of CHF 200,000 and with
a staggered withdrawal over four years (4x CHF 50,000); tax savings resulting from
staggering (in CHF); married couple with two children; cantonal capitals; 2017
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* Or a standardized tax rate for the lump-sum withdrawals used in this example.
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Since the balance of an individual 3a savings account can only be paid out in full,
it is worth maintaining various pension accounts. This also increases the flexibility
in the event of any possible early withdrawal. In addition, by dividing the pension
capital over various providers, it is possible to reduce the risk in the unlikely event
of the bankruptcy of the financial institution. A glance at the data on the savings
behavior of the Swiss population shows, however, that staggered lump-sum
withdrawals from Pillar 3a have been relatively rare in the past (see figure).

Figure 16

Staggering of Lump-Sum Withdrawals Is Still Not Very Widespread
Proportion of respondents (aged between 55 and 70 years) who have received one
or several lump-sum withdrawals from Pillar 3a, in %, 2012/2015

26.5%
One-Off Lump-Sum Payment
Several Separate Lump-Sum Payments
73.5%
Source:
Swiss Federal Statistical Ofﬁce (SLFS),
Credit Suisse
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Options for Advance
Lump-Sum Withdrawals
In general, lump-sum withdrawals from Pillar 3a generally may be carried out at the
earliest five years before reaching the normal AHV retirement age. However, an
early lump-sum withdrawal is possible in the following cases: (1) The money will be
used to make purchases in the second pillar. (2) The insured receives a full disability
pension from the Federal Disability Insurance (IV) and the risk of disability is not
insured. (3) The insured begins (new) self-employed gainful employment as their
main occupation. (4) The insured is leaving Switzerland permanently (emigration).
(5) The money is used to acquire owner-occupied residential property (incl.
renovation/conversions and repayment of mortgage loans).
The prematurely withdrawn capital is subject to tax in the same way as an ordinary
withdrawal (see page 26). Advance withdrawals under the promotion of home
ownership (WEF) may be made every five years at a maximum. In the case of other
types of advance lump-sum withdrawals, such a restriction does not apply.
Promotion of Home Ownership Cited as Most Common Reason for Advance
Lump-Sum Withdrawal
Premature payouts from Pillar 3a are relatively rare overall, whereby advance
withdrawals for the promotion of home ownership form the lion’s share of the total.
According to figures from the association “Verein Vorsorge Schweiz”, premature
lump-sum payouts were made from only 1.73% of Pillar 3a accounts in 2016 for the
purposes of residential property (1.48%), emigration (0.21%), and self-employment
(0.04%). The new pension statistics of the Swiss Federal Statistical Office show that
a total of 35,540 persons withdrew 3a assets with a total value of CHF 1.29 billion
in 2015 for the purpose of home ownership. For the purpose of self-employment, the
figure stood at 1,213 persons with a total amount of CHF 0.04 billion. In summary,
both types of advance withdrawals accounted for only about 1.2% of the total capital
accumulated in Pillar 3a.
Level of Advance Withdrawals Increases with Age
Advance lump-sum withdrawals from Pillar 3a are generally made during middle
age (see figure). The amount of such an advance withdrawal rises with age.
Across all age classes, the average (median) withdrawal for the purpose of home
ownership stood at CHF 30,000 in 2015. Among 30–34-year-olds, the figure
stood at CHF 25,000; for 55–59-year-olds, it rose to over CHF 36,000. Given
the fact that younger account holders had less time for capital accumulation before
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such an advance withdrawal, this finding is not surprising. The average advance
withdrawal is also higher for men (median for WEF, 2015: CHF 32,800) than for
women (CHF 28,000). The gender gap tends to become more pronounced with
age: Differences in employment histories – for example, women work part-time
more frequently or take parental leave – are reflected more prominently in the
accumulation of capital over time.

Figure 17

Advance Lump-Sum Withdrawals from Pillar 3a Are Usually Made in Middle Age
Share of recipients (light) or related assets (dark) in %, by age group, 2015
Promotion of Home Ownership
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Pillar 3a: Overall
Financial Perspective
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The various wealth accumulation scenarios showed how the deposit behavior and
the achieved yield affect the resulting final net worth in tied pension provision.
Subsequently, the tax aspects of private pension provision, both in terms of deposits
and payouts, were analyzed. This chapter will combine all the elements of 3a saving
and will then assess the total return – including any tax effect. To this end the tax
effect can be expressed in yield percentage terms – any additional yield that results
from the tax benefit and that is gained in addition to the interest rates and the yield
of the 3a product per se.
In order to determine the tax savings across the entire investment period, the taxes
saved by annual deposits and the taxation of any lump-sum withdrawal must be
offset against each other. Assuming that the tax office and the tax rate remain
unchanged during saving and at the time of the payout, the additional yield can be
calculated for each municipality.
In the following example for the city of Berne, a single person with a taxable income
of CHF 100,000 deposits the current maximum amount of CHF 6,768 every year
for 35 years. Assuming an average interest rate/yield of 2% per annum, assets of
CHF 345,130 including interest will be accrued (see figure). After the deduction of
tax on lump-sum withdrawals, a total of CHF 319,024 will be paid out. Paying into
the pension fund with current tax rates leads to an annual tax saving of CHF 2,200.
In order to achieve this final net worth with an annual amount saved of CHF 4,568
adjusted for the tax saving (maximum amount – tax saving of CHF 2,200), an
annual total return, including tax effect, of 3.55% would have to be achieved
through the entire investment period: The tax benefit increases the yield of 2%
in this case by 1.55 percentage points (= additional yield).
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Figure 18

Higher Total Return Thanks to Tax Savings Effect
Indicative presentation of the calculation of 3a yield, including tax effect, for a single
person in the city of Berne, taxable income = CHF 100,000, average interest rate/yield
of 2% p.a., investment period = 35 years, annual deposit of CHF 6,768, one-off lumpsum payout, 2017
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The achieved annual total return (including tax effect) depends on various
parameters.
• The higher the interest/yield of the Pillar 3a product, the higher the annual total
return. At the same time, the additional yield due to tax savings in the case of lower
interest/yield is higher, as the tax saving increases in relation to the interest/yield. In
other words, in times of low interest rates, the tax effect is stronger on 3a savings.
• The higher the marginal tax rate and thus the tax savings by paying into tied pension
provision, the greater the annual total return.
• The lower the taxes on lump-sum withdrawal, the higher the annual total return.
• Regardless of the wealth accumulation concept, the total return can be increased
by reducing the investment period. In the case of a lump-sum withdrawal for the
purpose of home ownership, for example, this would lead to a higher total return
because the tax savings generated in year X would have to be divided over a smaller
number of years for the calculation of the return.
The following map shows the total return, including tax effect, in all the Swiss
municipalities based on the same assumptions as in the example above for the
city of Berne. Depending on the particular municipality, total returns including tax
effects are achieved that range from 2.59% to 4.19%. As the additional return
based on the tax benefit is above average in Western Switzerland, Schaffhausen,
and Ticino, it is particularly worth paying into tied pension provision in these regions.
In these areas, the additional return stands at up to 2.19 percentage points.
Particularly in the Italian- and French-speaking parts of the country, the proportion
of 3a savers is significantly lower – so there is potential there to exploit the benefits
of private pension provision more effectively. The additional return is lowest in
Central Switzerland, but even there it is generally at a level between 0.59% and
1%. Furthermore, the additional returns would be even slightly higher if the lumpsum withdrawals were staggered.
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Figure 19

Pillar 3a Savings Are Particularly Worthwhile in Western Switzerland
Total return (incl. tax effect): single person, taxable income = CHF 100,000, average
interest/return of 2% p.a., investment period = 35 years, annual deposits of CHF 6,768,
one-off lump-sum payout, 2017
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As the above example shows, the tax benefit dramatically increases the total return
achieved through 3a saving – the deposit is worthwhile in many cases. In addition,
even in the current low-interest phase, the returns on a tied pension provision
account are higher than on a normal savings account and may be increased
with securities solutions. The total return including tax benefit can also help with
personal considerations of how the yield prospects in the third pillar compare to
other investment opportunities (e.g. saving in untied pension provision, Pillar 3b).
In addition to return expectations and the related investment risk, it is also
important not to forget the actual purpose of saving in the case of retirement
provision: within the three-pillar system, the aim is to achieve an appropriate
standard of living in retirement. Precisely because the contributions are tied –
the capital cannot be used so easily for consumption – Pillar 3a savings can
often ensure wealth accumulation more effectively than more flexible investment
opportunities.
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Pension Calculator for Initial Assessment of Individual Pension Situation
With the Credit Suisse Pension Calculators, you can assess your pension situation
more effectively. You will find the offering on the following website:
www.credit-suisse.com/pensioncalculators
For example, you can use the Pillar 3a Pension Calculator to simulate personal
wealth accumulation in Pillar 3a, taking account of the investment period, the
annual deposits and the return/interest rate expectations. The Pillar 3a Tax
Calculator provides information about how much tax you can save by paying into
the third pillar. Finally, the Pillar 3a Lump-Sum Withdrawal Calculator gives
you an initial overview of how high the taxes will be if you withdraw your retirement
savings and how a staggered withdrawal can reduce the tax burden.
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Tied Retirement
Provision (3a):
Key Information in Brief
• Private saving is a cornerstone of Swiss retirement provision: More than 10% of the total
contributions to the three pillars are incorporated into Pillar 3a.
• The Pillar 3a market has become significantly more important in the last 20 years. At the end
of 2016, the tied pension provision funds invested with banks and insurance companies stood
at over CHF 113 billion.
• Demographic, economic, and social developments are posing various challenges to the
pension system. In employee benefits insurance, the benefits are falling. Private
pension provision is likely to continue to gain in importance.

3a Payment Behavior of
the Swiss Population

Wealth Accumulation

Pillar 3a: Overall Financial
Perspective

• 59% of persons in gainful
employment in Switzerland
make regular deposits
and 6% make deposits on
an ad-hoc basis.
• The probability of having a
Pillar 3a account increases
in line with education and
income levels.
• The distribution of Pillar 3a
is below average among
women, employed persons
under 35 years, among
foreigners, and in Frenchspeaking Switzerland and
Ticino.
• In only 44% of the cases
are financial reasons
responsible for such nonpayment.
• Over half of households
in the lowest income
classes do not use Pillar
3a. In the case of income
between CHF 60,253–
88,032, however, 25% of
households deposit at least
CHF 3,100 and 10% pay in
the maximum amount.

• Interest or yield
differentials have a
crucial influence on wealth
accumulation. The current
low-interest phase is
severely reducing wealth
accumulation.
• Securities solutions
can increase yield
opportunities – but this
goes hand in hand with
higher risks and fees. Given
the long-term investment
time horizon, a higher
equity component is worth
considering.
• Only 23% of the 3a capital
invested with banks is
invested in securities
solutions. Among the
under 35-year-olds, the
penetration of securities
even falls below 20%.
• Anyone who saves in the
long term will achieve a
higher final net worth with
the same interest rate and
identical deposits overall:
It pays to start early,
even with relatively small
investment amounts.

• The tax benefit
significantly increases
the total return achieved
through 3a saving.
• In times of low interest
rates, the tax effect
comes into play even
more.
• In Western Switzerland
and Ticino, the tax
advantage is the largest
– but that is precisely where
the proportion of 3a savers
is significantly lower.
• Thanks to the tax
advantage, deposits are
worthwhile in many cases.
In addition, Pillar 3a savings
can often ensure wealth
accumulation more
effectively, because the
contributions are tied and
cannot be used so easily for
consumption.
• It is possible to reduce
the tax burden by
spreading the lump-sum
withdrawals over several
years. Nevertheless, only
27% of savers stagger their
lump-sum withdrawals.
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