
Autumn has arrived on the financial markets 
with its swirling winds. Some markets are 
positive like China while others are under 
pressure. Europe is one of them, subject to 
concerns about the gradual reconfinement of 
several EU countries. The United States, 
meanwhile, is awaiting elections to be held on 
Tuesday 3 November. The momentum that will 
set in after this week of November could last 
until the end of the year. With two months to go 
until 31 December, some markets are still 
posting substantial falls. The Covid and the 
American elections may lead the markets in 
either direction: either a prolonged upward 
movement at the end of the summer, or an early 
winter downward trend. 

After a rebound in September, the USD is again 
falling against all currencies. The liquidity 
injections envisaged by the FED and the 
upcoming discussions on a new aid plan from 
the future American government will weigh on 
the greenback. As for the EUR, after having 
resisted well in the crisis, it is gradually losing 
ground against CHF.  

Interest rates remained stable over the month, 
leaving bond indexes almost unchanged and 
commodities had mixed results. 

 Our risk indicators have risen slightly, with 
major differences, since interest rate risks are 
increasing while financial risks are declining.  
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Value October 2020

Equity markets

Switzerland (SMI) 9 587 -5.89% -9.70%

United States (S&P500) 3 270 -2.77% 1.21%

Europe (Euro Stoxx 50) 6 403 -7.31% -19.46%

Japan (Nikkei) 22 977 -0.90% -2.87%

China (Shanghai SE) 3 225 0.20% 5.72%

Brasil (Bovespa) 93 952 -0.69% -18.76%

Currencies

USD/CHF 0.917 -0.48% -5.11%

EUR/CHF 1.068 -1.07% -1.58%

GBP/CHF 1.188 -0.22% -7.43%

EUR/USD 1.165 -0.65% 3.71%

Other asset classes

Swiss Real Estate -1.77% 0.49%

Swiss Bonds 0.13% 0.50%

Foreign Bonds -0.08% 3.23%

Commodities -3.57% -35.76%

Oil 35.79 -11.01% -41.39%

Gold 1 879.73 -0.96% 23.44%

Rates / Indicators

10 years Swiss rate -0.53% -0.47%

10 years US rate 0.87% 1.92%

US Unemployment 7.90% 3.50%

US GDP -2.90% 2.30%

US CPI 1.70% 2.30%
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What is the Mercer CFA Institute Global 
Pension Index? 

This index is a representation of the quality of a 
country's pension system. Note that the study 
considers a pension system as a whole, i.e. from 
the Swiss point of view, the three pillars.  

How is it calculated? 

The challenges of our time are major: low or 
even negative interest rates, low demographics 
in Western countries and rising life expectancy. 
All these constraints create financial pressure 
on pension systems. It is essential in this 
environment to better understand pension 
systems and their future. This is the objective of 
the index, which allows a comparison between 
39 countries, i.e. 2/3 of the world's population. 

It is therefore an opportunity to identify their 
strong points and imagine reforms to improve 
them. The financial security of retirement is a 
key element of our societies, which are facing 
the social, economic and financial effects of an 
older populations.  
 

How is it calculated? 

The index is based on the calculation of more 
than 50 indicators that are grouped into three 
sub-indices representing characteristics of 
adequacy, sustainability and integrity. 

Adequacy measures what one receives from the 
pension system. It is measured, among other 
things, by indicators related to the government's 
support capacity, the savings rate or the 
structure of the pension system. Sustainability 
examines whether the pension system is 
sustainable in the long term. It therefore takes 

into account variables such as demographics, 
pension assets or economic growth. Finally, 
integrity examines whether the pension system 
can be trusted by looking at, for example, 
governance or regulation.   

These three sub-indices are calculated for each 
country and then weighted. This gives an overall 
score for the country. 
 

 
Source : Mercer CFA Institute Global Pension Index 

Which pension systems are best 
placed? 

The countries of northern Europe have held the 
top positions for many years: Holland (1st), 
Denmark (3rd), Finland (5th) and Sweden (6th). 
Australia (4th) is still well placed and Israel, 
which has just joined the ranking, takes third 
place. Singapore is the first Asian country in 7th 
place and Canada the first American state in 
9th position. 

How does Switzerland compare 
internationally? 

Switzerland ranks 12th overall out of the 39 
systems analysed. It loses one place this year due 
to the entry of the newly analysed Israel, which 
ranks ahead of our country. Since last year, the 
Swiss rating has improved slightly, mainly due to 
an improvement in the adequacy of its system. 
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Source : Mercer CFA Institute Global Pension Index 

What is the main feature penalising 
Switzerland? 

Without a doubt the adequacy. If we look at the 
results by sub-index, we find that Switzerland 
ranks well in terms of sustainability (8th) and 
integrity (9th), while for adequacy it only takes 
23rd place. Furthermore, the score for adequacy 
is below the overall average. 

This level of adequacy is mainly explained by 
the lowest rate of home ownership (38%) 
coupled with the highest level of household 
debt (130% of GDP).  

Is the low rate of home ownership in 
Switzerland a handicap? 

Yes, it is a handicap in the calculation of the 
index. In retirement, a rent is a financial burden, 
whereas a landlord who has paid for his 
accommodation no longer pays anything. The 
interest resulting from debt is also a financial 
burden. For this reason, the institute 
recommends increasing the owner's rate but 
also reducing the level of debt. This obviously 
has important implications and depends on the 
laws in force. 

 

What should Switzerland do to move up 
in the rankings? 

Numerous avenues are mentioned in the 
analysis. The introduction of a pension 
obligation for part of the pension capital (the 
compulsory part) could limit the use of 
supplementary benefits. Increasing the 
retirement age or limiting the ability to 
withdraw before retirement are also put 
forward. This last point is particularly sensitive 
since it may in turn reduce the rate of home 
ownership. 
This is the main theme developed this year. The 
crisis at COVID-19 is adding to all the pressures 
that were already weighing on the system.  
There are several elements that are likely to 
affect pension systems in the long term. These 
include rising unemployment, increasing state 
indebtedness, restrictions on immigration, 
declining investment income and economic 
recession. 
Although it is still too early to say what the 
consequences will be, three main phenomena 
can be identified: contributions will decline, 
financial returns will fall and government 
support will also be reduced. All this will 
negatively affect pensions. New measures will 
have to be taken.

 
Source : Mercer CFA Institute Global Pension Index 

 

Does the Covid-19 crisis have an impact 
on pension systems? 

No system has been fundamentally changed, 
but a lot of support has been provided.  

For example, some governments have offered 
financial support to older populations (Australia, 
India, New Zealand or Turkey) to create an 
economic stimulus.  

Some countries have even allowed withdrawals 
from their pension funds to cope with declining 
incomes (Australia, India or Peru).  
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What would be the ideal system? 

First of all, there cannot be ONE ideal system. 
There must be systems that correspond to the 
economy, society, culture, politics and history of 
the country in which they are established. 

We can nevertheless formulate some ideals: to 

have a replacement rate of 70% of the last wage, 
to have at least 80% of the working age 
population covered by a private pension 
institution or to have a labour force participation 
rate for the 55-64 year olds’ of at least 80%. These 
elements provide answers to the current 
challenges of pension provision. 
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