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in the event of death
or earnings incapacity

Strokes of destiny that result in disability or even

death often inflict virtually unparalleled suffering.
Matters become even worse if such events then lead

to financial worries for the victims or those closest to
them. This makes it important to consider and plan for
such situations. Knowing one’s own pension situation

is essential in order to take the right action and protect
oneself against the financial consequences. With this
approach, strokes of destiny can be overcome - at least
in financial terms.

Principle

Since 1972, pension provision in Switzerland has been organized
on the basis of the “three-pillar principle” enshrined in the Feder-
al Constitution. The three pillars ensure financial provision for the
period after retirement; in addition, they cover financial hardship
in the event of death, and the risk of earnings incapacity due to
disability. Because benefits may be provided by several different
social insurance organizations, it is essential to coordinate them
in order to avoid over-insurance (for example). Benefits also vary
greatly depending on the recipients’ civil status and whether

or not they have children. Due to these factors, calculating the
expected benefits is often a complex undertaking that calls for
in-depth technical expertise.

The following overview provides brief explanations of the three
pillars of the pension system.

First pillar (State Pension Provision, AHV (Old Age and

Survivors’ Insurance)/IV (Federal Disability Insurance))

= The purpose of the first pillar is to secure a minimum standard
of living in case of death or earnings incapacity.

= You can receive information on your expected pension from
the AHV compensation office by asking for a pension fore-
cast, or it can be calculated using individual values (income,
credits for time spent raising children and caring for relatives,
and contribution period). In the event you become disabled,
your degree of disability will also be a determining factor.

= |f the earnings incapacity is likely to be permanent, a disability
pension is paid. If there are children (up to the age of 18, or
25 if in education/training), a child’s pension will also be paid.
Child’s pensions are 40% of the disability pension per child.

= |n the event of your death, the benefits depend on your civil
status. In the case of married couples, the widow receives a
lifetime widow’s pension if the couple has children or if she
was at least 45 years old and married for at least five years.
Widowers receive a widower’s pension only if the couple had
children. In the case of registered partnerships, the surviving
partner is treated the same as a widow/widower. For co-
habiting partners, the first-pillar system does not provide for
any survivors’ benefits. In addition to survivors’ benefits for
spouses and registered partners, each child is entitled to an
orphan’s pension of 50% of that amount.
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Second pillar (Employee Benefits Insurance, BVG (Federal

Pensions

First pillar: State pension

Purpose: Coverage of basic needs
standard of living

Guaranteed by:

Federal Old Age and Survivors’ Insurance (AHV)
Federal Disability Insurance (IV)
Supplementary Benefits (EL)

Guaranteed by:

Act on Occupational Retirement, Survivors’ and Disability
Pension Plans) and Accident Insurance, UVG (Accident
Insurance Act))

The second pillar is intended to help maintain the accustomed
standard of living.

The individual insurance certificate and the pension fund rules
must be consulted for details of the benefits.

The Federal Act on Occupational Retirement, Survivors' and
Disability Pension Plans (BVG) stipulates minimum benefits
(statutory BVG insurance). All benefits payable to the employ-
ee in excess of the statutory benefits are permitted and may
(to a limited extent) be freely defined by the pension fund.
For this reason, a general statement regarding pension fund
benefits in case of risk events would not reflect the individual
nature of each case. There are more than 2,000 pension
funds and countless personal situations that make individual
examination essential.

Accident insurance (UVG) also falls under the second pillar. At
present, it insures a maximum gross salary of CHF 148,200.
For higher incomes, it is essential to note whether the pension
fund insures these salary components in case of accidents, or
whether the employer has taken out supplementary accident
insurance (UVG-2).

If pension benefits together with the first pillar exceed 90%
of the presumed loss of earnings, the survivors’ and disability
benefits may be reduced by the second pillar social insurance
organizations (coordination).

Third pillar (Voluntary Private Insurance)

The third pillar is used to cover pension gaps not covered by
the first and second pillars, either by means of tied pension
provisions (Pillar 3a) or flexible pension provisions (Pillar 3b).

If there are gaps in pension provision in case of death, term
life insurance (life insurance) may be taken out. It may cover
one life or two lives (for cohabiting couples or families) and
may offer a constant benefit over a specified term (pension)
or a constant or decreasing lump sum payable at death. On
death, the benefit is paid directly to the beneficiaries, who can

be selected freely in pillar 3b. The possible beneficiaries under

pillar 3a are limited by law.

Second pillar: Employee benefits insurance

Purpose: Continuation of the accustomed

Mandatory Employee Benefits Insurance (BVG)

Compulsory Accident Insurance (UVG)
Extra-Mandatory Insurance

Third pillar: Private pension provision

Purpose: Individual supplementary
provision

Guaranteed by:
Tied Pension Provision (Pillar 3a)
Flexible Pension Provision (Pillar 3b)

Gaps due to earnings incapacity may be closed by insuring

a disability pension or a lump-sum payment in the event of
disability, although most people choose a pension. The benefit
structure and elimination periods can be chosen according to
personal requirements.

In case of over-insurance, benefits may be reduced in accor-
dance with the general terms and conditions of the relevant
company. This makes it important to calculate the requirement
as well as the insured benefits under the first and second
pillars so that appropriate insurance can be arranged for any
gaps that are revealed.

Premiums for policies taken out under pillar 3a can be deduct-
ed from taxable income (note the maximum contributions).

Summary

Start out by considering the minimum requirement that you
would have to cover in case of death or earnings incapacity.

Given the complexities, the benefits from the various social
insurance organizations must be considered in detail and
added together.

As there are regular changes to the legal basis in the pension
sector, it is worthwhile reviewing your situation about once
every five years. It is also advisable to check your benefits

in case of major personal changes that impact pension provi-
sion, such as a change of job or civil status.

Tax treatment depends on the individual circumstances of each client and may
vary accordingly.

Data as of 02/2023 Source: Credit Suisse, unless otherwise specified.

2/3



Contact us

We will be happy to arrange a personal consultation.
Call us at 0844 200 114~

For more information, visit our website at:
credit-suisse.com/financialplanning

* Telephone calls may be recorded.
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The information provided herein constitutes marketing material. It is not investment advice or otherwise based on a consideration of the personal circumstances of the
addressee nor is it the result of objective or independent research. The information provided herein is not legally binding and it does not constitute an offer or invitation to
enter into any type of financial transaction. The information provided herein was produced by Credit Suisse Group AG and/or its affiliates (hereafter «<CS») with the greatest
of care and to the best of its knowledge and belief. The information and views expressed herein are those of CS at the time of writing and are subject to change at any
time without notice. They are derived from sources believed to be reliable. CS provides no guarantee with regard to the content and completeness of the information and
where legally possible does not accept any liability for losses that might arise from making use of the information. If nothing is indicated to the contrary, all figures are
unaudited. The information provided herein is for the exclusive use of the recipient. Neither this information nor any copy thereof may be sent, taken into or distributed in
the United States or to any U. S. person (within the meaning of Regulation S under the US Securities Act of 1933, as amended). It may not be reproduced, either in part
or in full, without the written permission of CS. Your Personal Data will be processed in accordance with the Credit Suisse privacy statement accessible at your domicile
through the official Credit Suisse website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services,

Credit Suisse Group AG and its subsidiaries may process your basic Personal Data (i.e. contact details such as name, e-mail address) until you notify us that you no longer
wish to receive them. You can opt-out from receiving these materials at any time by informing your Relationship Manager.

Copyright © 2023 Credit Suisse Group AG and/or its affiliates. All rights reserved.
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