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Whilst living in Switzerland you were able to reap the 
benefits that it had to offer in terms of their three 
pillar system. However now that you have relocated 
overseas, navigating your Swiss pensions can be 
quite a challenge.

Switzerland A Firm Favourite 
Swiss Pension and Money Update 2022

Different Cantons have different laws and regulations and as such 
when your career takes you elsewhere, 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 who 
have lived and worked 
in Switzerland, but 
now reside elsewhere 
have complied a 
comprehensive guide that 
covers everything from 
your Swiss Pensions to 
Offshore Savings, from 
negative bank rates to 
the most tax efficient 
practices in your new 
home, and much more. 



The Swiss pension system, whilst effective is far 
from straight forward. And trying to navigate 
your Swiss pension now that you’re living 
elsewhere only makes this even more difficult.
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). 

However, with many people leaving Switzerland behind, it’s 
important to check that your pension remains optimized to your 
new status and on track to help you achieve your retirement 
goals.

The Swiss Pension System
Swiss Pension and Money Update 2022



PILLAR 1 

Pillar 1 is financed, 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 someone 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 with your local Skybound Wealth 
financial 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, 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 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. 

Has Your Swiss Pension 
Lost 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 

Swiss Pension and Money Update 2022

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.



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 even though 
interest rates around the world are rising, many institutions 
have been slow to pass on any increases to savers.

No Interest In Saving
Swiss Pension and Money Update 2022

Ironically if you were a saver whilst in Switzerland you have already been 
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 have been hit with charges, and it’s those with 
the biggest balances who are hit hardest.

Some of the biggest banks have been passing these unfavorable rates to 
clients that have over CHF 2million on deposit. And while rising interest rates 
around the globe may change this in the future,  as of now there are still 
many Swiss Banks offering no or negative interest to clients.



One of the many things that lead people to choose an 
international lifestyle is the potential to enhance their 
financial status. Unfortunately, far too many international 
workers leave at the end of their stay without taking 
advantage of this great opportunity to provide a solid 
financial platform for their future.

A great opportunity to 
provide a solid financial 
platform 

Studies show most international workers typically stay in one jurisdiction for 10 years 

before moving on either back home or to a new location, so it’s important you make those 

paydays count.

It’s true what they say about yesterday being the best time to start saving for tomorrow.  

And whilst it can be hard to visualise the impact your initial contributions will have on your 

future, with a little bit of time and some careful planning, you will soon begin to reap the 

rewards. Don’t forget the Wright Brothers started out with a kite!



Bank Accounts

We can explore the different options available, whether 

home based or international bank accounts. We may be 

able to find you a better deal on service levels, interest 

and expat related matters such as fees for international 

transfers.

Internet Trading

Our web-based platform allows you to access your 

investments 24/7, all year round, wherever you are in the 

world. Online trading also allows you to monitor, review 

and analyse your investment performance at the touch 

of a button. Don’t forget to ask for our professional advice 

if you are unsure about switching investments.

Pick The Perfect 
Savings Plan

When formulating your offshore 
savings plan we will take the time 
to understand your attitude to risk, 
the level of input you wish to have 
in managing your investments 
and the specific objectives you’re 
trying to reach. We will then make 
various recommendations, tailor-
made to you, which may include 
any of the following:



Portfolio Bonds

You can spread your investments across several different areas, while 

keeping them in one easy to manage place through a tax-efficient 

wrapper called a portfolio bond. Portfolio bonds can provide a 

regular income or lump sums when required.

Property

Building a good overseas property portfolio can provide a regular 

stream of income and can generate long-term capital growth as 

well. If you want to invest in property abroad, then it’s essential that 

you seek professional advice in order to fully understand the market 

in the country that you’re looking to invest in. 

Inheritance Tax Planning

This is essential, as not all countries have the same rules. This should 

be part of your overall savings plan. If you have offshore investments 

or a cross-border estate, inheritance tax planning is vital.

Pensions

Your financial advisers work in tandem with Skybound’s Pensions 

Division to provide you with the information needed to make an 

informed decision on which investment vehicle is best suited to your 

circumstances and future goals.



The biggest investment we 
make isn’t into a single stock or 
share, it’s our commitment to 
helping you realise the future 

you always dreamed of..



All Skybound financial planners are experienced in 

the complexities of international financial advice and 

as a firm we are regulated locally in every jurisdiction 

where we have a physical presence. To provide you 

with the right solution our experts seek to understand 

your goals, assess your attitude to risk, consider the 

relevant jurisdictions’ regulations, where your expat 

journey might take you next, and talk to you about your 

timeframe for investing. We do the work to make sure 

you achieve your desired outcome from your offshore 

investment.

Saving Regularly Is A Great 
Habit To Get Into

As you can see, being an 
international expatriate opens up 
a whole host of offshore wealth 
management solutions that allow 
you to maximise both your returns 
and tax efficiency.  However, it’s 
important to have professional 
advice to guide you in this process.



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 first 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.

Office 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




