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Whilst Switzerland remains a firm favourite with 
international workers,  the changing landscape 
makes it harder for expats to plan for the future as 
effectively as in years gone by.

Switzerland A Firm Favourite 
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Different cantons have different laws and regulations, and often 
many expats live in France and travel to work in Switzerland.  Brexit 
continues to have a far-reaching impact, negative interest rates and 
reducing pension conversion rates can make saving a costly exercise.

As such when your career takes you to Switzerland, sound 
international advice, independent choices and secure, confident 
decisions are required.



To help you 
navigate the 
complexities 

...our team consisting of 
pension experts, dual 
qualified advisors and 
most importantly; expats 
just like you living in and 
working in Switzerland, 
have complied a 
comprehensive guide that 
covers everything from 
Swiss Pensions to Offshore 
Savings,  from negative 
bank rates to the most 
tax efficient cantons, and 
much more. 



The Swiss pension system, whilst effective is far 
from straight forward. The system rests on three 
pillars, two are compulsory: state pension (Pillar 1) 
and occupational pension (Pillar 2) with the third 
being an optional private pension (Pillar 3). 
The purpose of the three pillars is to ensure an accustomed 
standard of living for insured persons during retirement, in the 
event of disability or, to protect their surviving dependants if the 
worst was to happen. 

However, with over 50% of expats staying in Switzerland for less 
than ten years, it’s likely you won’t be here forever, and this is 
something you should bear in mind when planning for your 
future. 

The Swiss Pension System
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PILLAR 1 

Pillar 1 is financed just like the UK State Pension, through a 
mandatory ‘pay as you go’ tax on an individual’s income and 
employer contributions. The first pillar is designed to guarantee a 
basic standard of living via an old age pension and, when necessary, 
provide benefits to widows and orphans in the event of death. 

PILLAR 2 

Pillar 2 compliments pillar 1 and is designed to allow an individual 
and/or their family to continue their standard of living into 
retirement, or in the event of death. 

Contribution to the second pillar is also mandatory for all 
employees over the age of 17, who are earning in excess of 
CHF21,150 per year and a person’s contribution should always at be 
least matched by their employer. Second pillar contributions are 
voluntary for the self-employed. 

PILLAR 3 

Pillar 3 allows you to add to the benefits from Pillars 1 and 2. 
Essentially pillar 3 is an additional private pension that sits 
alongside the other pillars to cover any potential income shortfall in 
retirement. 

The third pillar is entirely voluntary but is nonetheless extremely 
valuable for a number of reasons, such as helping to reduce your 
income tax and save for a property purchase. 

The Swiss 
Pillar System
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When an expat moves 
outside the EU they 
are able to access 
their full second pillar 
(both the mandatory 
and extra mandatory 
part). However, if they 
move to somewhere 
within the EU, they 
can only access the 
extra mandatory part 
- the mandatory part 
must remain until they 
reach retirement age.

If you have any questions visit
Skyboundwealth.com and book a call back with 
your local Skybound Wealth Swiss based �nancial 
advisor.



A vested benefits account tends to offer a 
preferential interest rate, compared to that 
offered by a typical savings account. This type of 
account affords you greater investment choice, 
low fees and the ability to grow your wealth in 
a tax efficient manner. However, once you leave 
Switzerland, you cannot make any additional 
contributions. 

The rate of income tax that you pay when 
drawing money from your second pillar is 
determined by the canton in which your 
pension fund is held rather than your location 
when you contributed to it. By opening a 
vested benefits account in a pension tax 
friendly canton such as Schwyz or Zug, you can 
significantly improve your tax efficiency, and in 
turn reduce how much of your second pillar falls 
into the hands of the tax man.

Vested Benefit 
Account 



Many international workers have seen a 
reduction in their swiss pension provision via a 
persistent decrease in annual conversion rates. 
These conversion rates are used to calculate 
the annual pension based on ones available 
retirement capital. 

Is Your Swiss Pension 
Losing Value?
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Since the turn of the millennium, pension conversion rates have 
dropped significantly, giving us a steady decline from an average 
conversion rate of 7.4% to 4.8% per annum, a loss of 35% in annual 
income.

This means that CHF 500,000 invested in the extra-mandatory element 
of a Pillar II pension in 2002 would have generated an annual income of 
CHF 37,000. The exact same amount would now produce an income of 
CHF 24,000. A reduction of CHF 13,000 per year.



Before taking retirement, you 
are usually offered the option of 
a drawdown (a regular paying 
income) or you can take the 
pension pot as a lump sum.   

How Conversion Rates Are 
Determined And The Impact 
This Has On Your Pension 
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To determine the income you can expect 
to receive with the drawdown option, you 
need to know the conversion rate for both 
mandatory and extra-mandatory elements. 
The conversion rate, which differs for each 
element, is used to calculate the annual 
BVG pension from the available retirement 
capital.

However, further pension savings can be 
built up. This section of your Pillar II is known 
as the extra mandatory benefits (voluntary). 
When an individual earns over CHF 
85,320.00 per annum (as of 2020) they have 
the opportunity to bolster their retirement 
capital through further contributions.



Rather than being controlled centrally, the conversion rates 
for this element are set by the pension fund and as a result 
can be set at a much lower rate. Our consultants have seen 
examples where rates have been as low as 4.5%.

A law was also passed in 2019 to reduce the BVG Mandatory 
conversion rate from 6.8% to 6%. This may not seem like 
a big issue as the rate hasn’t even reduced by a whole 
percentage point. But as the illustration below shows, it’s 
another blow to those relying on their Pillar II to provide for 
them, and their loved ones later in life.

Assuming a mandatory pension pot CHF 200,000

@ 6.8% (Current Mandatory Conversion Rate)
= Annual income of CHF 13,600

@ 6% (New Mandatory Conversion Rate)

= Annual income of CHF 12,000 – CHF A reduction of 1,600 per annum



Cash savings accounts are still reeling from the damage 
inflicted by the 2008 banking crisis and some banks in the 
UK have already warned customers they may have to start 
charging to accept deposits due to low interest rates.

No Interest In Saving
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Ironically savers in Switzerland are already being penalised due to the global 
demand for the Swiss franc as international investors look to protect their 
wealth. In order to keep the Swiss Franc competitive, the Swiss National Bank 
introduced negative interest rates meaning banks have to pay to deposit 
money at the central bank. The knock-on effect of this means savers are now 
being hit with charges, and it’s those with the biggest balances who are hit 
hardest.

Some of the biggest banks have been passing these unfavourable rates to 
clients that have over CHF 2million on deposit.  However, it was reported in 
January that from July one of the largest banks in Switzerland intend to lower 
the threshold to CHF 250,000.  Therefore, if you hold CHF 250,000 on deposit 
you will actually be paying to have your money in the bank.



There is a strong feeling that negative rates are 
here to stay and are indeed the ‘new normal’, 
and as some banks are lowering the threshold 
at when these charges are applied, there is now 
even more importance on how people invest 
their money. 

Smaller banks will likely have no choice to pass 
on the negative rates to their clients, so many 
swiss residents may see deposits at even lower 
thresholds be affected in the future.

The New Normal?



Fortunately, many of our team have 
lived in border towns whilst working in 
Switzerland so are perfectly placed to 
assist you as you negotiate the myriad of 
permits and tax returns allowing you to 
enjoy your time in the region.  We have 
compiled a few pointers that Frontaliers 
living in France in particular should 
be mindful of or risk an unexpected 
headache later down the line. 

Income Tax

Cross border workers who live in France 
will pay tax at source in Switzerland 
on their income. However, French 
authorities state that if you reside in 
France, and even if you spend most of 
your time out of the country, you are 
considered to be resident in France 
for tax purposes. As such you must 
complete a French Tax Return each year.

Due to the cost of living in Switzerland, many 
international workers opt to live over the 
border in France or Germany and commute 
into cities such as Geneva and Zurich. And 
as you probably expected, this presents a 
number of additional challenges!

Living Over The Border 
Frontaliers



Bank Accounts

Naturally when working in Switzerland, you will need a Swiss 
bank account to receive your salary. However, not all banks 
provide accounts to Fronteliers. Some will but charge fees with 
one large bank charging CHF 330.00 per month for anyone 
with less than CHF 500,000 deposited, so it always pays to 
research a range of providers

Wealth Tax

In September 2017, the French Government announced that 
a number of tax reforms, including significant tax cuts for 
investment assets and income, that came into effect on 1st 
January 2018. The most significant change was to wealth tax, 
where the scope was limited to real estate assets.

Despite this concession, France remains a complex and 
potentially costly jurisdiction for expats to reside. You are 
subject to a flat rate of 30% of the growth of your assets in any 
one year in taxes. Fortunately, as an expat there are a number 
of investment vehicles available to you. 

However, not even Nostradamus could predict which solution 
would be best for you at this point. But it’s safe to say without 
getting your house in order, your future could hold an 
unwanted, and unnecessary tax bill.

Finding the 
perfect solution 
for you can be 
tricky. 
However, we can tell you this; if 
you speak to a Skybound advisor 
now, you will not pay any tax that 
you don’t need to.



Wherever You Are Today.

Securing Your Future.

We exist to educate and guide you through the 
important decisions required today, to ensure you 
benefit from the freedom of tomorrow.

At Skybound Wealth Management we are 
always looking for ways to ensure you are 
able to keep more of your money, and that it 
continues to work as hard for you as you did to 
earn it in the �rst place. 

Skybound is part of a group of several organisations, 
each of which is regulated in the respective jurisdictions 
where they are based. With specialist product divisions 
covering matters such as Pensions, Repatriation and 
Investments, and specialist teams dedicated to assisting 
international workers from nations such as the UK, US, 
South Africa and Australia, we are perfectly placed to 
help you wherever your expat journey may take you.

O�ce Address

Skybound Wealth Management SA

International Center Cointrin, Block A,

20 Route De Pre- Bois,

1215, Geneva 15

Contact Us

clientservices@skyboundwealth.com

+41 22 518 0286




