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Abstract

We study the impact of financial advice on retirement savings. We document that
advisors help clients to prepare for retirement by inducing them to take advantage of
tax incentives offered on retirement accounts. Advisors particularly promote retirement
funds as compared to savings accounts. After-tax returns of advisor-induced retirement
fund investments exceed returns of plausible alternative investments. We find no
indication that advisor-induced contributions to retirement accounts lead to negative
side effects, such as reductions in other savings or liquidity constraints. Hence, we
provide evidence of a bright side of financial advice. Furthermore, investments in
retirement funds increase bank profits, pointing toward a win-win situation with rent-
sharing between the bank and its clients. However, advisors do not in particular target
clients that are at a higher risk of under-saving for retirement, such as female clients,
clients with lower wealth, and less-educated clients.

Key words financial advice, retirement savings, voluntary pension contributions, tax-exempt retire-
ment accounts
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1. Introduction

In past decades, many countries have reformed their pension system to cope with demo-
graphic change. These reforms have in common that responsibility for income during retire-
ment is at least partially transferred from the state to individuals. Thus, individuals are
required to make their own provisions for income in old age. In fact, voluntary pension con-
tributions now account for a substantial fraction of retirement funding both in the United
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States and in Europe.! However, a strong dependence on voluntary retirement savings
makes people financially vulnerable as many suffer from suboptimal financial decision-
making due to limited financial literacy, time-inconsistent preferences, and other behavioral
biases. Consequently, many individuals do not accumulate enough wealth to be well pre-
pared for retirement.? Besides generally not saving enough for retirement, many individuals
leave significant amounts of money on the table by not taking advantage of substantial fi-
nancial incentives, such as tax advantages, offered by retirement accounts in many countries
(e.g., Barber and Odean 2004; Bergstresser and Poterba 2004; Amromin, Huang, and Sialm
2007; Chetty et al. 2014).

In this study, we investigate whether and how financial advice can help individuals to bet-
ter prepare for retirement by inducing them to take advantage of tax incentives for retire-
ment savings. To the best of our knowledge, ours is the first article that examines the role of
financial advisors in helping clients benefit from state-sponsored tax incentives for retire-
ment savings.

On the one hand, financial advisors might support clients in taking advantage of tax incen-
tives and preparing for retirement. On the other hand, existing literature also shows that fi-
nancial advisors often act in their own interest rather than in the best interest of their clients
(e.g., Stoughton, Wu, and Zechner 2011; Inderst and Ottaviani 2012; Hoechle et al. 2018;
Egan 2019). Therefore, we not only examine the suitability of financial advice for clients, but
also the profitability of this financial advice from advisors’ perspective.

To study the impact of financial advice on investments in tax-favored retirement accounts,
we use data from a large Swiss retail bank. Switzerland offers a close-to-ideal setting for
such an investigation as it is representative for many countries in terms of the structure of its
pension system and the relatively low income-replacement rate of retirees, while providing
strong tax incentives to contribute to designated retirement accounts. Swiss employees can
invest a certain amount every year in either tax-exempt retirement savings accounts or tax-
exempt retirement fund accounts. In the latter, they can choose from a menu of funds eligi-
ble for retirement fund accounts, which are mainly balanced mutual funds. By not investing
in such tax-exempt retirement accounts, the median Swiss employee loses the equivalent of
approximately 2 percent of annual income every year in terms of foregone tax benefits. Yet,
only 56 percent of employees contribute regularly to such accounts (Swiss Federal Statistical
Office 2022a). Financial advice could serve as a catalyst for individuals to take advantage of
tax-favored retirement accounts and to eventually be better prepared for retirement.

The dataset from a large Swiss retail bank that we utilize in this study provides information
on the financial holdings of more than 20,000 clients of the bank between January 2011 and
June 2021. Retirement-related advice is available to all bank clients free of charge. The
unique feature of our data is that we know exactly when clients and advisors interact with
each other, what the topic of the contact was, and whether the contact was initiated by the
client or by the advisor. Hence, in our empirical tests, we can focus on advisor-initiated
retirement-related contacts. This approach has three main advantages: First, by using these
contacts we can run a within-person analysis. Thereby, we can ensure that our results are
not driven by time-invariant differences between clients and many of the endogeneity

! In the United States, the average net replacement rate from mandatory pension contributions is 51 percent
of the pre-retirement income. This is similar to the net replacement rate of 55 percent in Switzerland, which
is covered by our study. The average net replacement rate from mandatory pension schemes is somewhat
higher in the EU at 67 percent (OECD 2021). These numbers imply that a substantial fraction of income in
old age must come from voluntary pension contributions.

In the United States (Europe), 68 percent (52 percent) of retirees state that they wish they had saved more
money for retirement. In Switzerland, which we cover in our study, around 56 percent of retirees wish they
had prepared better for retirement (Schroders 2017).

N

920z dunr g uo Jasn IAILOVNI Ad 2€22128/.000B4/301/€601 01 /10p/8[01E-80UBAPE/}O1/WO0D"dNO"DlWBpEdE//:SARY WOl papeojumoq



Review of Finance, 2026, Volume 00, Issue 00 3

concerns due to selection effects are automatically taken care of. Second, by analyzing
retirement-related contacts we can make sure that the decisions are specifically made in a
pension-savings context. Hence, the decisions that we focus on are unlikely to be a side-
effect of other savings and investment decisions. Third, by focusing on advisor-initiated con-
tacts we can ensure that advisors pro-actively contact their clients to speak about
retirement-related issues. Hence, our results are not driven by clients who approach advisors
and who would probably have acted even in the absence of advice. Taken together, by focus-
ing on such contacts, we can make a big step toward establishing causality.

We start our analysis by investigating the relation between advisor-initiated retirement-re-
lated contacts and the probability to open a tax-exempt retirement account. We find that the
probability to open a retirement account is significantly higher in months with advisor-
initiated retirement-related contacts. The unconditional probability that a client without a
retirement account opens such an account during our investigation period is 0.3 percent per
month. Conditioning on an advisor-initiated retirement-related contact, this probability
increases by 7.4 percentage points, that is, more than twenty-fold. Throughout our analysis,
we distinguish between retirement savings accounts and retirement fund accounts. Financial
advisors likely have greater incentives to promote retirement funds compared to savings
accounts because of payments received from fund providers. However, in case of account
openings, effects are economically sizeable and statistically significant for both retirement
savings accounts and retirement fund accounts.

We then examine the relation between financial advice and flows into and out of retire-
ment accounts for clients who already have such an account. We document significantly
higher inflows in months with advisor-initiated retirement-related contacts. The uncondi-
tional average monthly percentage change in retirement accounts that results from new
deposits during our investigation period is 1.7 percent. Conditioning on an advisor-initiated
retirement-related contact, the average monthly percentage change is 3.8 percentage points
higher, that is, increases more than three-fold. When splitting up contributions into invest-
ments in retirement savings accounts and investments into retirement fund accounts, we
find results to be statistically significant for retirement fund accounts, but not for retirement
savings accounts, which is consistent with retirement funds being more attractive from advi-
sors’ perspective than savings accounts. In additional tests, we show that investments in re-
tirement funds are not only elevated in the month of the advisory contact, but on the
specific day of the contact as well as the following days. We do not observe a pre-trend on
the days before the contact, providing additional evidence that advisor-initiated retirement-
related contacts trigger trades in retirement funds.

To further support a causal interpretation of our results, we additionally conduct a pro-
pensity score matching analysis and estimate instrumental variables regressions. We find
qualitatively similar results that are mainly driven by contributions to retirement fund
accounts, but not retirement savings accounts.

Overall, our findings suggest that advisors induce clients to invest in retirement accounts,
thereby helping them to better prepare for retirement and to take advantage of the tax bene-
fits and consequently to not leave substantial amounts of money on the table. Since most of
the documented effect is driven by investments into retirement funds, which are balanced
mutual funds that typically contain a significant equity portion, advisors also have a positive
impact on the stock market participation of clients.?

3 In Switzerland, only 25 percent of households participate directly and 32 percent participate either directly
or indirectly in the stock market. Stock market participation is similarly low or even lower in other
European countries, but higher in the United States (Guiso, Sapienza, and Zingales 2008).
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Next, we analyze whether the relation between financial advice and voluntary pension
contributions varies in the cross-section of clients. Several studies document that women,
poorer individuals, and less financially literate individuals are at a particularly high risk of
under-saving for retirement (e.g., Sundén and Surette 1998; Dynan, Skinner, and Zeldes
2004; Lusardi and Mitchell 2008, 2011). However, we show that advisors are somewhat more
likely to approach male clients and in particular wealthier and better-educated clients, that
is, those clients that are in fact at a lower risk of under-saving. When looking at clients’ re-
sponsiveness to financial advice, we find take-up rates to be slightly higher for poorer clients,
while all other characteristics do not appear to play an important role. Taken together, our
results suggest that advisors do not specifically target the clients with the highest need for
help, even though they would likely benefit the most.

While preparing for retirement and taking advantage of the tax benefits offered by retire-
ment accounts is beneficial for clients, there could also be negative side-effects that limit
such benefits. We thus run numerous tests that aim at identifying potential costs associated
with investments in retirement accounts to shed light on whether such investments are truly
beneficial for clients. One potential cost associated with contributions to retirement
accounts could be that such investments, despite the significant tax advantages, deliver infe-
rior performance compared to counterfactual investments the same clients could have made
outside of retirement accounts. However, we show that investments in retirement funds de-
liver about the same pretax performance as investments in other funds held by these clients,
no matter whether we compare retirement funds to all funds clients are invested in, other
balanced mutual funds, index funds and exchange-traded funds (ETFs), or retirement funds
the clients purchase independently rather than on advice. Even the most attractive counter-
factual in our setting, investments in index funds and ETFs, outperforms retirement funds
only by a statistically insignificant 64 basis points per year before considering tax advan-
tages. Back-of-the-envelope calculations for a prototypical client suggest that any potential
alternative investment would have to outperform retirement fund investments by more than
2 percent p.a. before taxes to outweigh the large tax benefits offered by retirement accounts.
Yet, our analysis suggests that index funds and ETFs are not the most likely counterfactual.
Clients who do not invest in retirement accounts are more likely to put their money on the
checking account and the normal savings account, which deliver lower returns than invest-
ments in retirement funds and retirement savings accounts. Hence, returns on investments
in retirement accounts exceed returns on alternative investments made outside of retire-
ment accounts on an after-tax basis in all plausible scenarios.

Another potential concern could be that contributions to retirement accounts merely re-
place other savings of clients. Prior research provides evidence that households often reshuf-
fle assets from existing savings to retirement savings, thereby reducing the effectiveness of
pension programs that target higher savings rates (e.g., Gale and Scholz 1994; Engen, Gale,
and Scholz 1996; Attanasio and DeLeire 2002; Chetty et al. 2014). However, in our study, we
document that funds invested in retirement accounts typically come from external sources,
such as bonus payments, and from checking accounts. Elevated contributions in months
with client-advisor interactions also stem from these same sources. Thus, we do not find any
evidence that financial advisors make clients reallocate assets from other savings to retire-
ment accounts.

Yet another concern with investments into retirement accounts could be that they impose
liquidity constraints on clients since, once invested in a retirement account, withdrawals be-
fore retirement are typically not possible. However, we show that the probability to overdraw
the checking account following contributions to retirement accounts is similar across clients
who invest into retirement accounts and clients who do not. Moreover, clients who
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contribute to retirement accounts are significantly less likely to have a loan in the subse-
quent years compared to clients who do not invest in such accounts. The effects are similar
for advisor-induced contributions and self-directed contributions. Hence, we do not find any
evidence that advisor-induced investments into retirement accounts lead to negative
side-effects.

Our results hitherto suggest that advisor-induced investments into retirement accounts
are beneficial for clients. In our last test, we analyze whether retirement accounts are also
profitable for the bank. We find that investments in retirement fund accounts are associated
with significantly higher bank profits, whereas holdings in retirement savings accounts are
neither particularly profitable nor particularly costly for the bank. The elevated profitability
of retirement funds is at least partially driven by elevated commission and fee income, which
includes, among other things, payments the bank gets from fund providers. These results
provide an explanation for why advisors mainly push investments in retirement fund
accounts rather than investments in retirement savings accounts. Besides direct benefits,
promoting retirement accounts may also offer indirect benefits to advisors. For instance, it
might help advisors strengthen the personal relationship with clients and build up trust (e.g.,
Gennaioli, Shleifer, and Vishny 2015). Taken together, our findings are consistent with a win-
win situation, where clients benefit from the strong tax advantages offered by retirement
accounts and the bank benefits from increased profits and potentially a stronger relationship
with its clients.

Our article contributes to several strands of the literature. First, our study relates to the lit-
erature on retirement savings adequacy. Numerous studies document that a large fraction of
the population is not saving enough for retirement (e.g., Poterba, Venti, and Wise 2012; Ellis,
Munnell, and Eschtruth 2014; Poterba 2014; Munnell, Rutledge, and Webb 2016; Gomes et al.
2020). We add to this literature by investigating the role of financial advice in better prepar-
ing individuals for retirement. Our results suggest that financial advisors can help individuals
to make provisions for income in old age.*

Second, we contribute to the literature on tax-favored retirement accounts. Several stud-
ies argue that households can accumulate higher wealth levels at retirement by responding
to the strong financial incentives offered by tax-favored retirement accounts (e.g., Poterba,
Shoven, and Sialm 2001; Dammon, Spatt, and Zhang 2004; Shoven and Sialm 1998, 2004;
Choukhmane et al. 2024). Nevertheless, many individuals do not take full advantage of such
accounts (e.g., Barber and Odean 2004; Bergstresser and Poterba 2004; Amromin, Huang,
and Sialm 2007; Chetty et al. 2014). Our study adds to this literature by analyzing whether fi-
nancial advice can induce individuals to invest in tax-exempt retirement accounts. We show
that financial advisors indeed help individuals to exploit tax advantages offered by
such accounts.

Third, our article relates to the growing literature on financial advice. Existing studies focus
almost exclusively on the impact of financial advice on the performance of individual invest-
ors’ securities portfolios and typically document that financial advice negatively affects per-
formance (e.g., Bergstresser, Chalmers, and Tufano 2009; Foerster et al. 2017; Hoechle et al.

* Burke and Hung (2015) provide a comprehensive review of the literature on the relationship between finan-
cial advice and (retirement) savings. However, they conclude that “[...] few papers attempt to address the
endogeneity concerns of reverse causation, limiting insights into whether advisors are causing improve-
ments in their clients’ savings behavior.” (p. 18) Indeed, all reviewed papers are survey-based and cannot
address causality concerns. The only paper identified by Burke and Hung (2015) that attempts to establish
causality between usage of financial advice and savings is a study by Marsden, Zick, and Mayer (2011) who
perform a simple matching analysis. However, they do not find a significant relationship between financial
advice and clients’ savings behavior.
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2017, 2018; Egan 2019; Chalmers and Reuter 2020).° These results suggest that individuals
are either unaware of the negative effect of financial advice on performance or that financial
advisors provide other benefits. Our study sheds light on potential benefits of financial ad-
vice. Our evidence indicates that financial advisors help clients to prepare for retirement and
to take advantage of financial incentives offered by retirement accounts, thereby offering at
least a partial explanation for why a large fraction of the population relies on finan-
cial advice.®

2. Institutional setting

Similar to pension systems in other countries, the Swiss pension system is based on three pillars:
the state pension system, occupational pension provisions, and private pension provisions. The
state pension system provides a minimum income to all retirees. The occupational pension
scheme consists of a mandatory and a voluntary part for employees and offers retirement in-
come above the guaranteed minimum. Private pension provisions are completely voluntary and
complement the first two pillars.” Adding the first pillar and the mandatory part of the second
pillar, the average net replacement rate was approximately 55 percent of preretirement income
in Switzerland in 2020. This is similar to the average net replacement rate of 51 percent in the
United States in 2020, but below the average net replacement rate of 67 percent in the EU (OECD
2021). Consistent with the comparably low income guaranteed by the mandatory part of the
pension system, up to 17 percent of individuals aged over 65 years were reported to live in rela-
tive income poverty in Switzerland in 2018, with women and less-educated individuals particu-
larly at risk of ending up in poverty in old age. This is below the old-age income poverty rate of
23 percent in the United States, but above the 12 percent reported for Europe (Swiss Federal
Statistical Office 2020; OECD 2021). Thus, voluntary pension provisions play an increasingly im-
portant role in Switzerland, as well as in many other countries. In this study, we focus on private
pension provisions, that is, the third pillar of the Swiss pension system, which is
completely voluntary.

In Switzerland, tax-favored private pension provisions can take the form of either interest-
bearing retirement savings accounts or retirement fund accounts. The latter include funds el-
igible for retirement savings purposes. No other accounts or investment products are eligible
for tax-favored private pension provisions. Contributions can be freely allocated between the
two types of accounts up to a certain yearly limit. In 2020, employees could deposit as much
as CHF 6,826 (equivalent to roughly USD 7,300) in their tax-exempt retirement accounts.®
Retirement savings accounts usually pay higher interest rates than checking accounts and

@

Several studies show that financial advisors help clients to improve overall portfolio diversification (e.g.,
Kramer 2012; Hoechle et al. 2017), to reduce the home bias (e.g., Kramer 2012), the local bias (e.g., Hoechle
et al. 2017), as well as the disposition effect (Shapira and Venezia 2001; Hoechle et al. 2017). However, this
usually does not overcompensate the negative performance effects.

Another study that documents benefits of financial advice is Cici, Kempf, and Sorhage (2017) who also pro-
vide evidence that financial advisors help investors to reduce the tax burden. However, while Cici, Kempf,
and Sorhage (2017) show that financial advisors support investors in avoiding taxable fund distributions,
we document that financial advisors help clients to take advantage of state-sponsored tax incentives for re-
tirement accounts and to thereby better prepare for retirement. Another study that provides evidence for
benefits of financial advice is Linnainmaa et al. (2023) who show that investments in equity mutual funds
declined following a regulatory change in investor protection in Canada that led to a reduction in the supply
of financial advice, pointing toward a positive effect of financial advice on stock market participation.
Blitler (2016) provides a detailed description of the Swiss pension system.

During our investigation period, the maximum amount an employee can deposit in retirement accounts
each year increases from CHF 6,682 in 2011 to CHF 6,826 in 2020. Self-employed individuals can deposit up
to CHF 34,128 in retirement accounts.

=)
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normal savings accounts.® In addition, they do not charge any fees, whereas clients typically
have to pay fees on checking accounts and normal savings accounts. The retirement funds
eligible for retirement fund accounts are usually balanced mutual funds that differ in their
equity ratio, with equity ratios ranging from 10 percent to 90 percent. Retirement funds are
specifically designed for savings in retirement fund accounts and have to be accredited as
such by the Swiss Financial Market Supervisory Authority (FINMA), Switzerland’s financial
market regulator. Accredited retirement funds are only open to investors who invest through
their retirement account. Most of the larger banks in Switzerland offer a mix of their own re-
tirement funds and funds from third-party providers.'° The fees of retirement funds are typi-
cally somewhat lower than the fees of other balanced mutual funds.*' Supplementary
Appendix Figure IA1 provides a graphical illustration of the two types of retirement accounts
available in Switzerland.

Both types of retirement accounts offer substantial tax benefits. The money allocated to
retirement accounts is exempt from income taxes and wealth taxes, both of which apply to
Swiss households. In addition, the returns earned in retirement accounts are also tax-
exempt. To get a feeling for the magnitude of the monetary incentive, we provide an over-
view of marginal income tax rates in Switzerland in 2020 in Supplementary Appendix Table
IAL. In 2020, the median annual salary in Switzerland was CHF 79,980 (equivalent to roughly
USD 85,000) (Swiss Federal Statistical Office 2022b). The marginal income tax rate for an indi-
vidual with an annual income of CHF 80,000 was around 23.4 percent. In the same year, an
employee could deposit as much as CHF 6,826, that is fully tax-deductible, in the retirement

account. Hence, retirement accounts can result in tax savings of up to CHF 1,597 per year for

such an individual, which is equivalent to 2.0 percent of the annual income (= 24%x6526)

Since retirement account contributions are not only exempt from income taxes but also from
wealth taxes, this number can be considered a lower bound.

The money allocated to retirement accounts cannot be withdrawn until five years before
retirement, that is, women (men) can withdraw the money at the age of 59 (60) as women’s
(men’s) retirement age in Switzerland is 64 (65) years. Earlier withdrawal is only possible
when purchasing an owner-occupied dwelling, when becoming self-employed, or when leav-
ing Switzerland for good. Upon withdrawal, the accumulated capital is paid out as lump
sum. At the time of withdrawal, no matter whether it is a regular or early withdrawal, a rela-
tively low one-off tax is due on the lump-sum payment. Supplementary Appendix Table IA2
provides an overview of these one-off tax rates on retirement accounts in Switzerland in
2020. In 2020, 111,188 individuals residing in Switzerland received a lump-sum payment
from their private retirement account. The median lump-sum withdrawal was CHF 45,681
(Swiss Federal Statistical Office 2022a). For an amount of CHF 50,000, the one-off tax rate
was around 4.4 percent in 2020 and only moderately increased for higher levels of accumu-
lated retirement savings. Hence, this one-off tax is substantially below income taxes and
wealth taxes saved during employment and does not alter the strong incentives to invest
into retirement accounts.

Despite significant tax advantages, in 2019, only 56 percent of employees in Switzerland
contributed regularly to retirement accounts and 6 percent made irregular contributions,

9 At our bank, the average annual interest rate on retirement savings accounts is 0.82 percent during our
sample period, whereas the average annual interest rate on checking accounts and normal savings
accounts is only 0.03 percent and 0.11 percent, respectively. Interest rates are similar at other Swiss banks.

9" In our sample, 60.9 percent of purchased retirement funds are bank-affiliated.

™ n our sample, retirement funds exhibit an average annual expense ratio of 0.99 percent, compared to 1.10
percent for other balanced mutual funds. Moreover, investments in retirement funds are neither subject to
a front-end load nor a deferred load. In contrast, other balanced mutual funds in our sample impose an av-
erage maximum front-end load of 2.23 percent and an average maximum deferred load of 0.60 percent.
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implying that 38 percent did not use such accounts, leaving significant amounts of money on
the table. The share of (regular and irregular) contributors increased from 57 percent in 2002
to 64 percent in 2015, but then slightly decreased to 62 percent in 2019 (Swiss Federal
Statistical Office 2022a). Supplementary Appendix Figure IA2 shows the fraction of employ-
ees making use of tax-exempt retirement accounts in Switzerland between 2002 and 2019
separately for men and women and for different levels of education. In 2019, 64 percent (60
percent) of men (women) owned such accounts. Only about one-third (34 percent) of less-
educated employees contributed to retirement accounts, representing the lowest share in
the past two decades. In contrast, in 2019, 71 percent of more-educated employees used
such accounts to prepare for retirement. Hence, women and less-educated individuals are
less likely to contribute to tax-exempt retirement accounts.

Regarding the supply of financial advice, in Switzerland, as in most other European coun-
tries, financial advice is typically provided by bank employees. Approximately 38 percent of
individuals are reported to talk to their bank advisor and about 20 percent to other profes-
sional financial advisors when planning or reviewing their long-term finances (BlackRock
2013).* Financial advice involving retirement accounts is usually offered by banks free of
any explicit charges. Hence, financial advice could play an important role in inducing individ-
uals to contribute to tax-exempt retirement accounts.

3. Data and variables

3.1 Data and sample selection

The dataset used in this study was provided by a large Swiss retail bank, which we will simply
call the bank henceforth. Our bank offers a broad range of financial products and services to
its clients such as checking accounts, normal savings accounts, retirement accounts, securi-
ties accounts, mortgages, and loans. It operates a network of bank branches in Switzerland
and several branches abroad. The typical customers are traditional bank branch clients rely-
ing on a strong and long-lasting relationship with their bank. Thus, our bank is usually the
main bank of its clients. This feature allows for a comprehensive view of the overall financial
situation of the clients examined.

Financial advice is provided by bank employees. When opening an account at the bank,
each client is assigned to an advisor who serves as the main contact person for the client.
Clients typically do not choose a specific advisor and the assignment is mainly based on the
availability of advisors at the branch at the time of account opening, resulting in a fairly exog-
enous assignment of clients to advisors. Advisors usually earn a fixed salary as well as a bo-
nus. The bonus depends on the overall performance of the bank, the performance of the
branch, and the individual performance of the advisor. The performance is defined based on
various key figures, such as the inflow of new money and the commissions and fees gener-
ated with clients.

We have information on a random sample of the bank’s private clients whose wealth at
the bank exceeds CHF 75,000 (equivalent to roughly USD 79,000 during our investigation pe-
riod) at least once during our sample period from January 2011 to June 2021." As our analy-
sis focuses on the impact of financial advice on retirement contributions, we exclude clients

12 Numbers are similar for other European countries, such as France, Germany, and Italy. In the United States,
about 19 percent of individuals talk to their bank advisor and about 29 percent to other professional finan-
cial advisors (BlackRock 2013).

3 The bank did not provide information on its complete customer base for confidentiality reasons. However,
to allow for an investigation on whether results differ for less wealthy clients, the bank provided us with a
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who are already retired. Specifically, we exclude clients explicitly flagged as retired.
Additionally, we drop female (male) clients who are 64 (65) years old or older as women’s
(men’s) retirement age in Switzerland is 64 (65) years. Moreover, we focus on clients living in
Switzerland and drop clients living abroad from our sample as they are likely subject to dif-
ferent pension and tax systems. This results in a final sample of 20,529 clients.

3.2 Descriptive statistics

Table 1 reports descriptive statistics. Panel A presents descriptive statistics on client characteris-
tics. Male clients account for 57.5 percent of our sample. On average, clients are 44.5 years old at
the beginning of the sample period in January 2011. Of our sample clients, 16.7 percent hold a
university degree, 83.9 percent are employed, 11.1 percent are self-employed, and the remaining
5.0 percent belong to other categories, such as “unemployed” or “student.” On average, they
earn a yearly wage of CHF 80,303 (equivalent to roughly USD 85,000 during our investigation pe-
riod). The median wage is CHF 69,662, which is close to the median annual wage in Switzerland
of CHF 79,980 in 2020 (Swiss Federal Statistical Office 2022b). The average client has been a cus-
tomer of the bank for 6.8 years as of January 2011. Supplementary Appendix A provides detailed
descriptions of these and all other variables used throughout the study.

In Panel B, we report descriptive statistics on clients’ bank wealth. The average client holds
CHF 155,091 (equivalent to roughly USD 163,000 during our investigation period) in financial
wealth at our bank, while the median is CHF 80,977. As of 2019, 46 percent of Swiss residents
subject to taxation had a net wealth (including nonfinancial wealth) of more than CHF 50,000
(Swiss Federal Statistical Office 2022c). Hence, individuals in our sample tend to be wealthier
than the median Swiss resident. Clients on average have CHF 23,353 (15.1 percent of their total
bank wealth) in their retirement account. Retirement savings accounts contribute CHF 19,182
(82.1 percent) and retirement funds contribute CHF 4,171 (17.9 percent) to the holdings in retire-
ment accounts. In January 2011, at the beginning of our sample period, 45.1 percent of clients
had a retirement savings account and 15.7 percent had a retirement fund account. During our in-
vestigation period, an additional 15.3 percent of clients open a retirement savings account and
an additional 5.9 percent open a retirement fund account. Thus, at the end of our sample period,
the fraction of clients who contribute to retirement accounts at our bank is close to the fraction
of the Swiss working population that (regularly or irregularly) uses such accounts, which was 62
percent in 2019 (Swiss Federal Statistical Office 2022a). The rest of the clients’ bank wealth is
held in checking accounts (CHF 44,929 or 29.0 percent), normal savings accounts (CHF 39,784 or
25.7 percent), and securities accounts (CHF 47,028 or 30.3 percent).

Supplementary Appendix Figure IA3 shows the fraction of clients with a retirement ac-
count at our bank between 2011 and 2021 separately for men and women, for different levels
of education, and for different levels of wealth. Across all groups, the share of clients using
retirement accounts has increased over time. However, there is still substantial heterogene-
ity. In 2021, 56.4 percent of male clients and 55.9 percent of female clients had a retirement
account. Only 47.1 percent of less-educated clients made use of such accounts in 2021 com-
pared to 52.6 percent of more-educated clients. Moreover, only 40.9 percent of low-wealth
clients had a retirement account compared to 62.8 percent of high-wealth clients. Hence,
consistent with the numbers for Switzerland presented in Supplementary Appendix Figure
IA2, women, poorer individuals, and less-educated individuals are less likely to save
for retirement.

smaller supplementary sample of clients whose wealth at the bank never exceeds CHF 75,000. The results
for less wealthy clients are qualitatively similar to those for wealthier clients.
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Panel C provides descriptive statistics on client-advisor contacts. There are 182,784 cli-
ent-advisor contacts in our final sample, resulting in 1.2 contacts per client and year. Of all
contacts, 17.3 percent are related to retirement, 29.0 percent are related to basic services of
the bank, 28.8 percent are related to investments, 14.1 percent are related to financing, and
the remaining 10.9 percent are related to other topics, such as taxes and inheritance. Our
data also include information on who initiated an advisory contact. In our sample, about
two-thirds (62.6 percent) of all contacts are advisor-initiated. The fraction of advisor-initiated
contacts among retirement-related contacts is 77.3 percent and thereby substantially higher
than among other contacts. This results in clients being contacted by advisors on retirement-
related issues every eighth year, on average. In our empirical tests, we focus on these
advisor-initiated retirement-related contacts.

3.3 Determinants of retirement-related contacts

By focusing on advisor-initiated retirement-related contacts, we can make a big step toward
establishing causality. However, a potential concern with our analysis is that advisor-
initiated retirement-related contacts do not occur randomly but might be correlated with
other variables that potentially impact retirement savings. Thus, we investigate the determi-
nants of advisor-initiated retirement-related contacts. We estimate linear probability models
and use a dummy variable that equals one in client-months with at least one advisor-
initiated retirement-related contact as dependent variable. The explanatory variables are a
dummy variable that equals one for male clients, clients’ age, the natural logarithm of bank
wealth, the percentage change in bank wealth, a dummy variable that equals one for clients
who have a retirement account, and a dummy variable that equals one for clients who have
contributed to their retirement account within the past 6 months. Time-varying explanatory
variables are lagged by 1 month. To control for potential time trends, turn-of-the-year
effects, and other seasonal patterns, the regressions contain year-month fixed effects. We
double-cluster standard errors at the client level and the year-month level.

Results are presented in Table 2. In Column 1, we find that male clients, older clients,
wealthier clients, and clients with a retirement account are significantly more likely to be
contacted by their financial advisor. In Column 2, we add a dummy variable that equals one
for clients who hold a university degree as additional explanatory variable. As information
about education is available for only a subset of clients, the sample size is substantially re-
duced when we add this variable. The coefficient estimate on the dummy variable that
equals one for clients with a university degree is positive and statistically significant at the 5
percent level, indicating that financial advisors are more likely to initiate retirement-related
contacts with better-educated clients. Finally, in Column 3, we include the length of the bank
relationship as additional explanatory variable. Information on account openings is also only
available for a subset of clients. The coefficient on this variable is positive, suggesting that
clients who are with the bank for longer are more likely to be contacted by advisors.
However, the effect is not statistically significant at conventional levels. Overall, we find that
advisor-initiated retirement-related contacts do not occur randomly but vary systematically
across clients. Thus, we have to control for these variables when investigating the influence
of advisor-initiated retirement-related contacts on voluntary retirement contributions.
Moreover, the evidence in Table 2 suggests that retirement-related advice does not in partic-
ular target individuals for whom the literature has shown that they face a higher risk to
under-save, such as women, less wealthy individuals, and people with lower levels of educa-
tion (e.g., Sundén and Surette 1998; Dynan, Skinner, and Zeldes 2004; Lusardi and Mitchell
2008, 2011).
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Table 2 Determinants of retirement-related contacts.

This table presents the results from ordinary least squares regressions. The dependent variable is a
dummy variable that equals one in months with at least one advisor-initiated retirement-related
contact, and zero otherwise. Supplementary Appendix A provides detailed descriptions of all variables
used throughout the study. Standard errors are double-clustered by client and year-month. t-statistics
are provided in parentheses. ***, **, * denote statistical significance at the 1 percent, 5 percent, and 10
percent level.

Retirement-related contact (d); ¢

(1) (2) 3)
Male (d); 0.00056* 0.00024 0.00034
(1.86) (0.67) (1.21)
Agejt 0.00012***  0.00015***  0.00009***
(7.42) (6.06) (4.62)
Log(bank wealth); ¢ 0.00111***  0.00141***  0.00093***
(8.73) (10.00) (8.27)
A% bank wealth;_, -0.00014  -0.00049 0.00011
(-0.31) (-0.97) (0.45)
Has retirement account (d); ;-1 0.02500* 0.02327* 0.02213*
(1.83) (1.80) (1.80)
Has increased amount within past 6 months (d);¢—; -0.01493 -0.01364 -0.01334
(-1.40) (-1.37) (-1.38)
University degree (d); 0.00095**
(2.37)
Length of relationship; 0.00003
(1.47)
Year-month fixed effects Yes Yes Yes
Adjusted R? 0.121 0.116 0.102
N 1,992,939  1,045351 1,301,705

4. Empirical analysis

This section contains our main empirical results. First, we present the findings of our analysis
of the relation between advisor-initiated retirement-related contacts and holdings in tax-
exempt retirement accounts (Section 4.1). Second, we examine whether there is heterogene-
ity in this relationship (Section 4.2). We then run numerous tests to shed light on potential
costs associated with contributions to retirement accounts and to investigate whether
investments in retirement accounts are truly beneficial for clients (Section 4.3). Finally, we
analyze whether the bank also benefits from promoting retirement accounts to clients
(Section 4.4).

4.1 Financial advice and retirement accounts

4.1.1 Baseline results

We start by investigating the relation between advisor-initiated retirement-related contacts
and the probability to open a retirement account. To do so, we restrict the sample to clients
without retirement accounts hitherto. In Panel A of figure 1, we show the fraction of clients
who open a retirement account around client-advisor contacts. Contacts take place in
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Figure 1 Financial advice and retirement accounts.

This figure shows the fraction of clients who open a retirement account around advisor-initiated retirement-
related contacts (Panel A) and the monthly net flows into the retirement account around advisor-initiated
retirement-related contacts (Panel B). In Panel A (Panel B), we restrict the sample to clients without (with) a
retirement account. The advisor-initiated retirement-related contact takes place in month t = 0. Supplementary
Appendix A provides detailed descriptions of all variables used throughout the study.

month t=0. They are clearly associated with an increased probability of account openings,
both in the month of the contact as well as the subsequent months. The unconditional prob-
ability that a client opens a retirement account during our investigation period is 0.3 percent
per month. Conditioning on an advisor-initiated retirement-related contact, the probability
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increases to 8.6 percent. This is nearly a thirty-fold increase and provides first evidence that
account openings are significantly elevated in months with contacts.

We also examine the relation between financial advice and the probability to open a retire-
ment account in a more formal way using regression analysis. To do so, we estimate a linear
probability model and use a dummy variable that equals one for client-month observations
in which a retirement account is opened as dependent variable.** The main explanatory vari-
able is a dummy variable that equals one in client-months with at least one advisor-initiated
retirement-related contact. In some specifications, we additionally include control variables
and fixed effects. In all our regressions, we double-cluster standard errors at the client level
and the year-month level.

Results are presented in Panel A of Table 3. In Column 1, we neither include controls nor
fixed effects. In Column 2, we augment the regression with a male dummy, clients’ age, the
natural logarithm of lagged bank wealth, and the lagged percentage change in bank wealth.
In Column 3, we add client as well as year-month fixed effects. Client fixed effects control for
all time-invariant client characteristics, such as gender. Year-month fixed effects control for
the overall time trend, such as overall economic conditions. Across all specifications, the co-
efficient on the dummy variable for advisor-initiated retirement-related contacts is positive
and highly statistically significant, suggesting that advisor-initiated retirement-related con-
tacts are associated with a significantly higher probability of retirement account openings.
The effects are also economically large. For example, in Column 3, the size of the coefficient
estimate suggests that the probability to open a retirement account is 7.4 percentage points
higher in months with an advisor-initiated retirement-related contact compared to months
without such a contact. Given the unconditional probability to open a retirement account of
0.3 percent in our sample, this amounts to a nearly twenty-five-fold increase after adjusting
for the impact of control variables. Throughout the article, we distinguish between retire-
ment savings accounts and retirement fund accounts. Promoting retirement funds is likely
more attractive for advisors because of payments received by the bank from fund providers.
Therefore, in Columns 4 and 5, we repeat the regression from Column 3, but use a dummy
for opening up a retirement savings account and a dummy for opening up a retirement fund
account, respectively, as dependent variable.' In both cases, we find that advisory contacts
are associated with a significant increase in the probability of account openings. The base-
line probability to open a retirement savings account (retirement fund account) in our sam-
ple is 0.3 percent (0.1 percent) per month. The coefficient estimate in Column 4 (Column 5)
suggests that the probability to open a retirement savings account (retirement fund account)
increases by a factor of 24 (22). Overall, these findings are consistent with advisors having a
strong impact on the opening of retirement accounts at the extensive margin.

In the next step, we analyze the impact of advice at the intensive margin. Thus, we now fo-
cus on clients who already have a retirement account and analyze the relation between cli-
ent-advisor contacts and additional contributions to retirement accounts. Panel B of figure 1
presents the monthly net flows into retirement accounts scaled by beginning-of-month hold-
ings around advisor-initiated retirement-related contacts. We winsorize monthly net flows at

* We use linear probability models as some of our specifications include client fixed effects. Logistic regres-
sions do not allow the estimation of marginal effects when client fixed effects are included. Thus, to assess
the economic importance of our results and to ensure comparability of coefficient estimates across specifi-
cations, we employ linear probability models throughout. In our robustness tests below, we rerun our
analysis using logistic regressions. Logistic regressions deliver qualitatively similar conclusions.

Note that in all specifications we include months in which clients have not yet opened the respective retire-
ment account as well as months in which clients open the account. As only a relatively small fraction of cli-
ents in our sample has a retirement fund account, the number of observations is much larger in Column 5
compared to the previous columns.

1!
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Table 3 Financial advice and retirement accounts.

This table presents the results from ordinary least squares regressions. In Panel A, the dependent variable is
a dummy variable that equals one in the month in which the client opens a retirement account (retirement
savings account, retirement fund account), and zero otherwise. In Panel B, the dependent variable is the
monthly net flows into the retirement account (retirement savings account, retirement fund account) as
percentage of the amount of money the client held in the retirement account at the beginning of the month.
In Panel A (Panel B), we restrict the sample to clients without (with) a retirement account (retirement savings
account, retirement fund account). The variable Retirement-related contact (d); ¢ is a dummy variable that
equals one in months with at least one advisor-initiated retirement-related contact, and zero otherwise.
Supplementary Appendix A provides detailed descriptions of all variables used throughout the study.
Standard errors are double-clustered by client and year-month. t-statistics are provided in parentheses. ***,
** * denote statistical significance at the 1 percent, 5 percent, and 10 percent level.

Panel A: Probability to open a retirement account

Opens Opens
retirement retirement
Opens retirement savings fund
account (d); ¢ account (d);js account (d);;
(1) (2) 3) (4) (5)
Retirement-related 0.080***  0.080*** 0.074***  0.074*** 0.015***
contact (d); ¢ (6.95) (6.95) (7.52) (7.48) (3.51)
Male (d); -0.000***
(-3.03)
Ageit -0.000***
(-6.81)
Log(bank wealth); ¢, 0.000 0.001***  0.001*** 0.000***
(1.08) (6.33) (6.34) (7.01)
A% bank wealth;j¢_; 0.001*** 0.000 0.000 0.000
(4.69) (0.50) (0.50) (1.37)
Client fixed effects No No Yes Yes Yes
Year-month fixed effects No No Yes Yes Yes
Adjusted R? 0.007 0.008 0.047 0.047 0.025
N 949,183 949,183 949,183 949,487 1,785,689
Panel B: Net flows into retirement account
% net flows into % net % net
retirement account;; flowsinto flows into
retirement retirement
savings fund account;;
account;;
(1) (2) (3) (4) (5)
Retirement-related 0.070** 0.071***  0.038***  0.017 0.078***
contact (d);¢ (2.49) (2.63) (2.83) (1.08) (7.48)
Male (d); -0.001*
(-1.74)
Ageit -0.001***

(continued)
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Table 3 (continued)

Panel B: Net flows into retirement account

% net flows into % net % net
retirement account; ; flowsinto flows into
retirement retirement
savings fund account;;
account;;
(1) (2) (3) (4) (5)
(-10.60)
Log(bank wealth); ¢_1 -0.008*** -0.016*** -0.016***  -0.010***
(-10.86)  (-12.97)  (-12.99) (-7.49)
A% bank wealthj,_; 0.018***  0.012***  0.010*** 0.018***
(8.98) (8.40) (6.51) (5.29)
Client fixed effects No No Yes Yes Yes
Year-month fixed effects No No Yes Yes Yes
Adjusted R? 0.011 0.024 0.088 0.075 0.095
N 1,042,958 1,042,958 1,042,958 1,042,643 208,378

the 1 percent level and the 99 percent level to eliminate the effect of outliers. The figure
shows that inflows clearly peak in the month of the contact and the month immediately fol-
lowing the contact. The unconditional average of monthly net flows into retirement accounts
during our investigation period is 1.7 percent. Conditioning on an advisory contact, this aver-
age monthly percentage change increases to 8.6 percent, that is, net flows into retirement
accounts are around five times higher.

We also run OLS regressions where we use the monthly net flows into retirement accounts
as dependent variable. The main explanatory variable is again a dummy variable that equals
one for client-month observations with at least one advisor-initiated retirement-re-
lated contact.

Results are presented in Panel B of Table 3. We estimate similar specifications as in Panel
A. When looking at the overall net flows into retirement accounts in Columns 1-3, the coeffi-
cient on the dummy variable for advisor-initiated retirement-related contacts is always posi-
tive and statistically significant, suggesting that client-advisor contacts are associated with
an increase in retirement account balances. In the most stringent specification in Column 3,
the size of the coefficient estimate suggests that monthly net flows into retirement accounts
are on average 3.8 percentage points higher in months with a contact. This effect is equiva-
lent to a three-fold increase relative to the unconditional average monthly net flows. When
looking at net flows into retirement savings accounts in Column 4 and retirement fund
accounts in Column 5 separately, we find a positive coefficient estimate on the advice
dummy in both cases, but the coefficient is statistically significant only for flows into retire-
ment funds. The unconditional average of monthly net flows into retirement savings
accounts (retirement fund accounts) is 1.5 percent (0.9 percent). The coefficient estimate in
Column 4 suggests that monthly net flows into retirement savings accounts double in
months with an advisory contact, but the coefficient is statistically insignificant. In contrast,
the coefficient estimate in Column 5 indicates that monthly net flows into retirement fund
accounts increase by a factor of nine. Overall, these findings suggest that advice not only has
a strong impact on voluntary pension contributions at the extensive margin but also at the
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intensive margin. The stronger results for retirement fund accounts are consistent with the
conjecture that advisors have greater incentives to push retirement funds because of pay-
ments received from product providers.

We conduct a battery of robustness tests on our main findings from Table 3. All results are
presented in Supplementary Appendix Table IA3. In Panel A, we again start at the extensive
margin. In Columns 1-3, we replicate the analyses from Columns 3-5 in Panel A of Table 3 us-
ing logistic regressions rather than linear probability models. Logistic regressions allow us to
estimate marginal effects.’® Next, to ensure that advisor-initiated contacts are not simply
follow-up contacts to earlier client-initiated meetings, we rerun our baseline regressions ex-
cluding advisor-initiated contacts that are preceded by client-initiated contacts within the
prior 3 months. Across the different specifications, we document a significantly positive rela-
tion between financial advice and retirement account openings, suggesting that our results
are robust to alternative settings.

In Panel B of Supplementary Appendix Table IA3, we present the results on the robustness
tests at the intensive margin. In Columns 1-3, we rerun our baseline specifications from
Columns 3-5 in Panel B of Table 3 again excluding advisor-initiated retirement-related con-
tacts that follow client-initiated contacts. Next, we employ different monthly net flow meas-
ures to address potential concerns that our results are specific to the construction of our
dependent variable. In our baseline analysis, we use monthly net flows scaled by the amount
held in the retirement account at the beginning of the month as our dependent variable. In
our first alternative specification, we use monthly net flows into retirement accounts scaled
by clients’ total bank wealth at the beginning of the month. We then use monthly net flows
in Swiss Francs. Finally, we use the inverse hyperbolic sine of monthly net flows into retire-
ment accounts.’” Results are presented in Columns 4-12 in Panel B of Supplementary
Appendix Table 1A3. Across all specifications, we document a highly statistically significant
and economically meaningful positive relation between advisor-initiated retirement-related
contacts and contributions to retirement accounts. Consistent with our baseline results, the
effects are mainly driven by contributions to retirement fund accounts, while effects for re-
tirement savings accounts are not significant at conventional levels. These findings show
that the specific construction of our variables is not driving our results.

4.1.2 Results on trades in retirement funds

So far, we have run all our analyses at the client-month level. The reason is that information
on retirement savings account balances is only available at the end of the respective month
in our dataset. Hence, one concern with our analysis could be that our results are driven by
reverse causality. Financial advisors could observe increases in retirement account balances
within a month and subsequently approach clients to talk about retirement provisions in the
same month. To address this reverse causality concern, we rerun our analysis using trades in
retirement funds. For trades in retirement funds, we observe precise time stamps, allowing
us to run a test at the client-day level.

In figure 2, we show the number of trades in retirement funds on each day around advisor-
initiated retirement-related contacts. Contacts take place on day t=0. Retirement fund
trades are clearly elevated on the day of the advisory contact. The number of purchases is
higher than the number of sales, resulting in positive net flows into retirement funds.
Retirement fund trades are highest on the day right after the contact and stay elevated for

6 Note that we report marginal effects from specifications without client fixed effects since marginal effects
cannot be computed for logistic regressions with a large number of fixed effects.

' The inverse hyperbolic sine is an alternative to a logarithmic transformation when a variable takes on zero
or negative values.
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Figure 2 Financial advice and trades in retirement funds.

This figure shows the number of trades in retirement funds around advisor-initiated retirement-related
contacts. The advisor-initiated retirement-related contact takes place on day t = 0. Supplementary Appendix A
provides detailed descriptions of all variables used throughout the study.

several days thereafter. We do not observe any pre-trend on the days before the contact.
This provides additional evidence that advisor-initiated retirement-related contacts indeed
trigger trades in retirement funds.

We also investigate daily retirement fund trades more formally using regression analysis.
Specifically, we regress a dummy variable that takes on the value one if a client purchases a
retirement fund on a certain day, and zero otherwise, on a dummy variable that takes on the
value one if there was an advisor-initiated retirement-related contact on that day, and zero
otherwise, as well as control variables and various sets of fixed effects.

Table 4 reports the results. Column 1 includes neither controls nor fixed effects. In Column
2, we add our standard set of controls. Column 3 additionally contains client and year-
month-day fixed effects. Column 4 is the most stringent specification with client-year-
month fixed effects. In this specification, we essentially compare trades of the same client in
the same month, some of which are executed on advice and some are executed indepen-
dently. Thereby, we do not only control for time-invariant but also for time-varying client
characteristics, such as risk preferences and behavioral traits. Across all specifications, we
find a positive and highly significant coefficient on the advisor-initiated retirement-related
contact dummy. Finally, in Column 5, we add a set of lead and lag dummies. Specifically, we
create dummy variables that equal one if an advisory contact took place one (two, three,
four, five) day(s) ago, and zero otherwise. We also create a dummy variable that equals one if
an advisory contact will take place in one day, and zero otherwise. Confirming the pattern
observed in figure 2, we find a significantly higher likelihood of retirement fund purchases on
the day of the client-advisor contact as well as the days after the contact, but no elevated
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Table 4 Financial advice and trades in retirement funds.

This table presents the results from ordinary least squares regressions. The dependent variable is a
dummy variable that equals one on days with at least one purchase of a retirement fund, and zero
otherwise. The variable Retirement-related contact (d); is a dummy variable that equals one on days
with at least one advisor-initiated retirement-related contact, and zero otherwise. The variable
Retirement-related contact (d); +_1 (Retirement-related contact (d); ¢+ _,, Retirement-related contact
(d)i¢-3, Retirement-related contact (d); ¢ a, Retirement-related contact (d);¢_s) is a dummy variable that
equals one if at least one advisor-initiated retirement-related contact took place one (two, three, four,
five) day(s) ago, and zero otherwise. The variable Retirement-related contact (d);¢. 1 is a dummy
variable that equals one if at least one advisor-initiated retirement-related contact will take place in
one day, and zero otherwise. Supplementary Appendix A provides detailed descriptions of all variables
used throughout the study. Standard errors are double-clustered by client and year-month. t-statistics
are provided in parentheses. ***, **, * denote statistical significance at the 1 percent, 5 percent, and 10
percent level.

Retirement fund purchase (d); ¢

(1) (2) (3) () (5)
Retirement-related contact (d);¢  0.008***  0.008***  0.009***  0.005***  0.008***
(3.92) (3.91) (4.67) (3.61) (4.67)
Retirement-related contact (d)j¢_s 0.003***
(3.72)
Retirement-related contact (d)j¢_4 0.003***
(4.02)
Retirement-related contact (d);¢_3 0.004***
(4.24)
Retirement-related contact (d)j¢-» 0.007***
(4.28)
Retirement-related contact (d)j¢—1 0.021***
(4.46)
Retirement-related contact (d);¢ 1 0.000
(0.41)
Male (d); 0.000***
(4.34)
Ageis -0.000***
(-4.10)
Log(bank wealth); ¢, 0.000***  0.000***  0.001***  0.000***
(9.90) (7.27) (5.67) (7.18)
A% bank wealth;_y -0.000**  -0.000** -0.000*  -0.000**
(-2.00)  (-2.00)  (-1.97)  (-2.17)
Client fixed effects No No Yes No Yes
Year-month-day fixed effects No No Yes No Yes
Client-year-month fixed effects  No No No Yes No
Adjusted R? 0.000 0.000 0.029 0.006 0.029
N 43,320,099 43,320,099 43,320,099 43,320,099 43,222,802

trading activity on the day before the contact. These observations are not consistent with a
reverse causality interpretation of our results and lend further support to a causal interpreta-
tion of the relation between receiving advice and subsequently investing for retirement.
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4.1.3 Matched sample results

So far, we have performed linear regression analyses. To address potential concerns that a
non-linear factor could drive our results that is not adequately controlled for in our linear re-
gression specifications, we apply propensity score matching. To do so, we run a logistic re-
gression similar to the ordinary least squares regression in Column 1 of Table 2 to generate a
propensity score for each observation. We then employ these propensity scores to match cli-
ent-months with advisor-initiated retirement-related contacts to client-months without
such contacts using the nearest-neighbor matching method without replacement. We run
the matching separately for clients who do not yet have a retirement account and for clients
who already have a retirement account. For clients without (with) a retirement account, the
matching results in the pairing of 3,316 (18,677) months with client-advisor contacts with
the same number of months without such contacts.

To evaluate the matching procedure, we compare client-months with contacts to client-
months without contacts before and after the propensity score matching. Results are pre-
sented in Supplementary Appendix Table IA4. While observations with contacts differ signifi-
cantly from those without contacts along several dimensions before the matching, we do not
find any significant differences after the matching. This finding suggests that observations
with contacts and propensity-score-matched observations without contacts are very similar
across observable dimensions.

We then rerun the regression specifications from Columns 3-5 in Panels A and B of Table 3
using the matched sample. Results are reported in Table 5. In Panel A, we examine the prob-
ability to open a retirement account. In Panel B, we focus on monthly net flows into retire-
ment accounts. Consistent with our previous results, we find a highly statistically significant
relation between financial advice and the probability to open a retirement account and be-
tween financial advice and net flows into retirement accounts. As in our main analysis, the
effects at the extensive margin are significant for both retirement savings accounts and re-
tirement fund accounts, while they are only significant for retirement fund accounts, but not
retirement savings accounts, at the intensive margin. These results suggest that non-linear
factors that are not captured in linear regression specifications are unlikely to drive
our results.

4.1.4 Instrumental variables regression results

Even though we focus on advisor-initiated retirement-related contacts and include numer-
ous control variables as well as client and time fixed effects in our regressions, there is still a
hypothetical possibility that retirement-related financial advice is correlated with unobserv-
able determinants of investments into retirement accounts. Thus, to further strengthen the
identification of our analysis, we additionally run instrumental variables regressions. Our
analysis builds on the fact that traditional financial advisors, such as the ones at our bank, of-
ten contact their clients in a set order, such as alphabetically or based on the order they ap-
pear in a rolodex or spreadsheet. Because of this routine, clients who were contacted around
the same time in the past are likely to be contacted close together again in the future. We
use this pattern to construct an instrument. Specifically, for each client, we look back over
the past three years to identify fellow clients who were contacted in the same month as that
client. Then, for the current month, we create a dummy variable that equals one if the advi-
sor contacts any of these fellow clients, and zero otherwise. When that happens, it is likely
that our focal client is soon to be contacted, simply because of the advisor’s usual calling
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Table 5 Financial advice and retirement accounts—propensity score matching.

This table presents the results from ordinary least squares regressions. In Panel A, the dependent
variable is a dummy variable that equals one in the month in which the client opens a retirement
account (retirement savings account, retirement fund account), and zero otherwise. In Panel B, the
dependent variable is the monthly net flows into the retirement account (retirement savings account,
retirement fund account) as percentage of the amount of money the client held in the retirement
account at the beginning of the month. In Panel A (Panel B), we restrict the sample to clients without
(with) a retirement account (retirement savings account, retirement fund account). We focus on
subsamples after propensity score matching. The variable Retirement-related contact (d); is a dummy
variable that equals one in months with at least one advisor-initiated retirement-related contact, and
zero otherwise. The variables Male (d);, Agej, Log(bank wealth);+_1, and A% bank wealth;;_, are used
as controls. Supplementary Appendix A provides detailed descriptions of all variables used throughout
the study. Standard errors are double-clustered by client and year-month. ***, ** * denote statistical
significance at the 1 percent, 5 percent, and 10 percent level.

Panel A: Probability to open a retirement account

Opens Opens Opens
retirement retirement retirement
account (d);; savings fund account (d); ;
account (d); ¢
(1) (2) (3)
Retirement-related contact (d); ¢ 0.071*** 0.071*** 0.023***
(10.10) (10.02) (7.17)
Controls Yes Yes Yes
Year-month fixed effects Yes Yes Yes
Adjusted R? 0.074 0.076 0.031
N 6,632 6,640 34,886

Panel B: Net flows into retirement account

% net % net % net
flows into flows into flows into
retirement retirement retirement fund
account;, savings account;; account;
(1) (2) (3)
Retirement-related contact (d); ¢ 0.025*** —-0.002 0.090***
(8.18) (-0.58) (11.97)
Controls Yes Yes Yes
Year-month fixed effects Yes Yes Yes
Adjusted R? 0.150 0.134 0.115
N 37,354 37,348 9,702
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pattern.’® A valid instrument must satisfy the exclusion restriction and the relevance condi-
tion. The exclusion restriction is fulfilled if contacts of fellow clients do not directly affect re-
tirement account activity of the client of interest. Such a direct effect is rather implausible as
clients are unlikely to interact with each other. Clients are typically assigned to advisors
based on the availability of time, which should result in a quasi-exogenous assignment of cli-
ents to advisors. Moreover, as outlined above, advisors often contact clients in a prespecified
order. Hence, it appears reasonable to assume that instrumented client-advisor contacts are
exogenous to other determinants of investments in retirement accounts.

Results from the instrumental variables regressions are reported in Table 6. In Panel A, we
investigate the relation between financial advice and the probability to open a retirement ac-
count. Coefficient estimates of the first stage are reported at the bottom of the table.* In the
first stage, we use linear probability models and regress a dummy variable that equals one in
client-months with at least one advisor-initiated retirement-related contact on our instru-
ment, our standard set of controls, as well as client and year-month fixed effects. We find
the coefficient estimate on the instrument to be positive and highly statistically significant,
suggesting that advisors indeed approach clients in a similar order. Across the different spec-
ifications, the F-statistic of the first-stage regression is close to or exceeds the often-used
threshold of 10 (e.g., Staiger and Stock 1997). These results indicate that the instrument sat-
isfies the relevance condition. Coefficient estimates of the second stage regressions are
reported at the top of the table. In the second stage, we employ similar specifications as be-
fore and regress a dummy variable that equals one for client-month observations in which a
retirement account is opened on the instrumented contact dummy as well as the control var-
iables and fixed effects from the first stage. All coefficients on the advisor-initiated retire-
ment-related contact dummy are positive, but significant only for the opening of retirement
fund accounts in Column 3. Hence, also at the extensive margin, the effect of financial advice
on retirement account openings is mainly driven by retirement fund accounts and not by re-
tirement savings accounts.

In Panel B, we analyze the relation between financial advice and net flows into retirement
accounts using the same instrument. Results for the coefficient of interest in the first-stage
(second-stage) regressions are reported at the bottom (top). As before, the coefficient on the
instrument is positive and highly statistically significant in all three first-stage regressions,
confirming the instrument’s relevance. Moreover, all F-statistics exceed 10 by a substantial
margin. In the second-stage regressions, the coefficient on the instrumented advisor-
initiated retirement-related contact dummy is always positive, but only statistically signifi-
cant for retirement fund accounts, which again indicates that clients increase their holdings
in retirement fund accounts following advisor-initiated retirement-related contacts, but less
so in retirement savings accounts.

Taken together, all our analyses in this section suggest that financial advisors help clients
to better prepare for retirement and to take advantage of tax benefits by setting up and
investing in retirement accounts. Various identification tests lend support to a causal inter-
pretation of our results. Most of the effect is driven by investments in retirement fund
accounts, indicating that advisors not only help investors to take advantage of the tax bene-
fits of retirement accounts, but also steer them toward equity investments, as most

8 Qur instrumental variable can only equal one if there was at least one contact between the client and the
advisor within the last three years. To make sure that our instrument does not capture this effect, we addi-
tionally include a dummy variable that equals one if there was at least one advisor-initiated retirement-re-
lated contact within the last three years in all our specifications.

19 For completeness, we report the detailed results of the first-stage and second-stage regressions in
Supplementary Appendix Table IA5.
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Table 6 Financial advice and retirement accounts—instrumental variables regressions.

This table presents the second-stage results from two-stage least squares instrumental variables
regressions. In Panel A, the dependent variable is a dummy variable that equals one in the month in
which the client opens a retirement account (retirement savings account, retirement fund account), and
zero otherwise. In Panel B, the dependent variable is the monthly net flows into the retirement account
(retirement savings account, retirement fund account) as percentage of the amount of money the client
held in the retirement account at the beginning of the month. In Panel A (Panel B), we restrict the
sample to clients without (with) a retirement account (retirement savings account, retirement fund
account). The variable Retirement-related contact (d);; is a dummy variable that equals one in

months with at least one advisor-initiated retirement-related contact, and zero otherwise. The variables
Log(bank wealth);¢_1, A% bank wealth;¢_1, and At least one contact within past 36 months (d);;_, are
used as controls. The instrument for advisor-initiated retirement-related contacts is a dummy variable
that equals one in months in which the advisor contacts fellow clients that were contacted in the same
month as the client within the past thirty-six months, and zero otherwise. We report coefficients on the
instruments from the first-stage regressions at the bottom of the table. Supplementary Appendix A
provides detailed descriptions of all variables used throughout the study. Standard errors are double-
clustered by client and year-month. t-statistics are provided in parentheses. ***, **, * denote statistical

significance at the 1 percent, 5 percent, and 10 percent level.

Panel A: Probability to open a retirement account

Opens Opens Opens
retirement retirement retirement
account savings fund
(d)ie account (d); account (d);
(1) (2) (3)
Retirement-related contact (d); ¢ 0.190 0.175 0.080***
(1.22) (1.15) (3.28)
First-stage instrument
Advisor contacts fellow clients (d); 0.019*** 0.019*** 0.028***
(3.05) (3.05) (8.44)
Controls Yes Yes Yes
Client fixed effects Yes Yes Yes
Year-month fixed effects Yes Yes Yes
N 948,863 949,162 1,785,552
F-statistic of first-stage regression 9.286 9.288 71.255

Panel B: Net flows into retirement account

% net % net flows % net flows

flows into into retirement into retirement

retirement savings fund account;,

account;, account;,

(1) (2) (3)
Retirement-related contact (d); ¢ 0.070* 0.003 0.216**

(1.81) (0.06) (2.17)

(continued)
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Table 6 (continued)

Panel B: Net flows into retirement account

% net % net flows % net flows
flows into into retirement into retirement
retirement savings fund account;;
account;; account;;
(1) (2) (3)
First-stage instrument
Advisor contacts fellow clients (d); 0.028*** 0.028*** 0.023***
(7.88) (7.87) (4.42)
Controls Yes Yes Yes
Client fixed effects Yes Yes Yes
Year-month fixed effects Yes Yes Yes
N 1,042,933 1,042,617 208,334
F-statistic of first-stage regression 62.053 62.013 19.533

retirement funds contain a significant equity portion. Given the generally low equity market
participation among Swiss households, this likely represents another beneficial aspect of ad-
vice (e.g., Guiso, Sapienza, and Zingales 2008).

4.2 Cross-sectional results

Next, to better understand whether certain groups of clients, in particular those at a higher
risk of under-saving for retirement, react differently to advice, we investigate how our results
vary in the cross-section of clients. To do so, we reproduce the regressions from Column 3 in
Panels A and B of Table 3 on the impact of advice on retirement accounts at the extensive
and intensive margin and interact the advisor-initiated retirement-related contact dummy
variable with a dummy variable that equals one for male clients, clients’ age, the natural log-
arithm of bank wealth, a dummy variable that equals one for clients who hold a university
degree, and the length of the bank relationship, respectively.

Results are presented in Supplementary Appendix Table IA6. In Panel A, we again focus on
the extensive margin. We find most coefficient estimates on the interaction terms to be sta-
tistically insignificant, except for Columns 2 and 3. The negative and significant coefficients
on the interaction terms between contacts and age and between contacts and wealth indi-
cate that younger and less wealthy clients are more likely to open retirement accounts fol-
lowing advisory contacts.

Panel B shows cross-sectional results at the intensive margin. All coefficient estimates on
the interaction terms are insignificant, except for a marginally significant coefficient on the
interaction term between contacts and the length of the bank relationship. Hence, we do not
find much evidence for variation across clients at the intensive margin.

So far, we have performed all our tests using our main sample consisting of clients whose
wealth at the bank exceeds CHF 75,000 at least once during our sample period. To investi-
gate whether our results differ for clients whose wealth never exceeds CHF 75,000, the bank
provided us with an additional random sample of 9,012 clients with less than CHF 75,000. We
replicate our tests from Table 3 for these low-wealth individuals. Results are reported in
Supplementary Appendix Table IA7. In Panel A, when focusing on clients who open a
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retirement account, we find all coefficient estimates on the contact dummy to be positive and
highly statistically significant, consistent with the results for wealthier clients. In this sample, the
unconditional probability that a client opens a retirement account during our investigation pe-
riod is 0.1 percent per month. In Column 1, the size of the coefficient estimate suggests that this
probability increases by 5.8 percentage points in months with an advisor-initiated retirement-re-
lated contact, representing a more than forty-fold increase. This increase is economically larger
than the increase for wealthier clients documented in Panel A of Table 3. In Panel B, when focus-
ing on clients who already have a retirement account, we find coefficient estimates on the con-
tact dummy to be positive and significant for retirement accounts overall and for retirement
fund accounts individually, which is again consistent with the results for wealthier customers. In
this sample, the unconditional average monthly percentage change in retirement accounts is 3.2
percent. The size of the coefficient estimate in Column 1 indicates that this average is 3.9 per-
centage points higher when conditioning on an advisor-initiated retirement-related contact, that
is, it more than doubles. This effect is slightly smaller than the one for wealthier clients docu-
mented in Panel B of Table 3. Nevertheless, the results in Panel A of Supplementary Appendix
Table IA6 and Panel A of Supplementary Appendix Table IA7 suggest that poorer clients, who are
typically more at risk of under-saving for retirement, are somewhat more responsive to
retirement-related financial advice than wealthier clients, at least at the extensive margin.
However, as shown above in Table 2, these clients are less likely to be approached by advisors. A
potential reason why advisors focus more on wealthier clients, despite their lower responsive-
ness, is advisors’ remuneration scheme that incentivizes them to maximize the bank’s revenues,
an objective usually more readily achieved through clients with greater wealth due to their
higher revenue potential.

4.3 Are retirement accounts beneficial for clients?

Hitherto, we have provided strong evidence for a positive relation between retirement-
related financial advice and contributions to retirement fund accounts. However, to credibly
claim that such investments are really beneficial for clients, we need to rule out a number of
potentially adverse effects resulting from such contributions. Specifically, we analyze
whether financial advisors induce clients to invest in underperforming retirement funds,
thereby adversely affecting clients’ portfolio performance (Section 4.3.1), whether savings in
retirement accounts only replace other savings and thus do not increase overall savings
(Section 4.3.2), and whether contributions to retirement accounts make clients more liquid-
ity constrained as money cannot be easily withdrawn (Section 4.3.3).

4.3.1 Do retirement accounts perform worse than alternative investments?

One concern with advisors inducing clients to invest into retirement funds is that such funds
may have inferior characteristics compared to potential counterfactual investments outside
of retirement accounts, thereby adversely affecting clients’ performance. To address this
concern, we first compare the pretax performance of retirement funds to the pretax perfor-
mance of other funds clients hold in their portfolios. Figure 3 shows the pretax performance
of a value-weighted aggregate calendar-time portfolio consisting of all holdings in retirement
funds of the clients in our sample and the pretax performance of a value-weighted portfolio
including the holdings in all other funds of clients. Fund data are from Morningstar. Fund
returns are net of expenses but before loads.?® The lines representing the two portfolios

20 Retirement funds do not charge load fees, but other funds often do. Thus, if anything, neglecting loads
leads to an overestimation of the net performance of non-retirement funds.
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Figure 3 The performance of retirement funds.

This figure shows the monthly returns of an aggregate calendar-time portfolio consisting of all holdings in
retirement funds and the monthly returns of an aggregate calendar-time portfolio consisting of all holdings in
funds outside of retirement accounts. Supplementary Appendix A provides detailed descriptions of all variables
used throughout the study.

move almost in parallel and often overlay, suggesting that the two types of funds generate
very similar returns before taxes. During our investigation period, retirement fund holdings
yield an average monthly return of 0.38 percent, while funds held outside of retirement
accounts generate a virtually identical average monthly return of 0.39 percent. To account
for potentially different systematic risk exposures, we also compare alphas of the two portfo-
lios. We determine alphas using a five-factor model that contains a stock market factor, the
investment style factors of Fama and French (1993) and Carhart (1997), and a bond market
factor. Since retirement funds are mainly invested in Swiss stocks and bonds, we employ the
Swiss stock market factor, the Swiss size factor, the Swiss value factor, and the Swiss mo-
mentum factor from AQR’s data library. The Swiss Bond Index obtained from Refinitiv serves
as the bond market factor. We present results in Supplementary Appendix Table IA8. Both
fund portfolios deliver a negative after-cost alpha that is statistically insignificant before con-
sidering taxes. Retirement funds perform slightly better than other funds, but the difference
is not significant at conventional levels. This comparison provides first evidence that retire-
ment funds deliver about the same pretax performance as alternative fund investments.

Next, we conduct a within-person analysis and compare the pretax performance of retire-
ment funds to the pretax performance of other funds held by the same client. To do so, we
estimate alphas of funds over the 24 months following a fund purchase. Using ordinary least
squares regressions, we then regress these alphas on a dummy variable that equals one for
retirement fund purchases, and zero for all other fund purchases. We include client fixed
effects in these regressions, allowing us to perform a within-person comparison. Moreover,
we add our standard set of controls as well as year-month fixed effects.
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Table 7 Financial advice and the performance of trades in retirement funds.

This table presents the results from ordinary least squares regressions. The dependent variable is the
monthly alpha of the fund over the next 24 months following a purchase. We restrict the sample to fund
purchases. In Column 2, we focus on retirement funds and other balanced mutual funds. In Column 3,
we focus on retirement funds, index funds, and ETFs. In Column 4, we focus on retirement funds. The
variable Retirement fund (d);; . is a dummy variable that equals one for trades in retirement funds, and
zero otherwise. The variable Advised;;; is a dummy variable that equals one for trades executed within
five days of an advisor-initiated retirement-related contact, and zero otherwise. The variables Log(bank
wealth);s-1 and A% bank wealth;;_; are used as controls. Supplementary Appendix A provides detailed
descriptions of all variables used throughout the study. Standard errors are double-clustered by fund
and year-month. t-statistics are provided in parentheses. ~, ", " denote statistical significance at the 1
percent, 5 percent, and 10 percent level.

Monthly alpha (%);; ¢

Retirement  Retirement Retirement Only
fundsvs. all fundsvs. other fundsvs.index retirement
other funds  balanced funds funds and ETFs funds

(1) (2) (3) (4)

Retirement fund (d)ij. -0.048 0.014 —-0.053

(-1.26) (0.26) (-1.01)
Advised (d)ij¢ —0.000

(-0.03)

Controls Yes Yes Yes Yes
Client fixed effects Yes Yes Yes Yes
Year-month fixed effects Yes Yes Yes Yes
Adjusted R? 0.231 0.653 0.352 0.817
N 69,874 35,726 35,655 24,720

Results are presented in Table 7. In Column 1, we consider all fund purchases of clients.
The coefficient on the retirement fund dummy is negative but not statistically significant at
conventional levels, indicating that retirement funds perform somewhat worse than other
funds held by the same client, albeit not significantly. In Column 2, we compare retirement
fund purchases to purchases of other balanced mutual funds, resulting in a more compara-
ble control group. In this specification, the coefficient on the retirement fund dummy vari-
able is positive, pointing toward retirement funds outperforming other balanced mutual
funds, even before considering taxes. However, the coefficient is economically small and
again not statistically significant. The most attractive alternative investments are probably
low-cost index funds and ETFs. Thus, in Column 3, we compare retirement fund purchases to
purchases of index funds and ETFs of the same client. Again, we find no significant underper-
formance of retirement funds. The coefficient estimate, despite not being significant, indi-
cates that retirement funds underperform index funds and ETFs purchased by the same
client by approximately 5 basis points per month or about 64 basis points per year. Finally,
when we compare the performance of retirement funds purchased on advice and retirement
funds purchased independently in Column 4, we find the coefficient estimate on the advised
purchase dummy to be insignificant and virtually zero, showing that advisors do not push
particularly bad retirement funds into their clients’ portfolios. Hence, across all specifica-
tions, we do not find significant differences in the pretax performance of retirement funds
and various sets of other funds, implying that advisor-induced investments into retirement
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funds perform similarly to alternative investments made outside of retirement accounts be-
fore considering taxes.

Even though we do not find any evidence that alternative fund investments held outside
of retirement accounts perform significantly better than retirement funds, we next assess
how much better alternative investments would have to perform to outweigh the tax bene-
fits of retirement accounts. To do so, we compare the overall returns, including tax benefits,
for various hypothetical investment scenarios for a prototypical client in our sample. We as-
sume the investor to be 48 years old, which is the average age at which clients open a retire-
ment account after an advisor-initiated retirement-related contact in our sample. We
hypothesize that this investor invests the maximum possible amount of CHF 6,826 every year
either into retirement accounts or into other investments held outside of retirement
accounts until retirement, that is, over the next 17years. Investments into retirement
accounts are tax deductible, whereas investments outside of retirement accounts are not.
Hence, if the client invests outside of retirement accounts, these investments are subject to
income taxes, that is, the client can only invest the respective after-tax amount. According to
Supplementary Appendix Table 1AL, the average marginal income tax rate for a Swiss resi-
dent with an income of CHF 80,000, which is the median income in Switzerland, is 23.4 per-
cent. Thus, outside of retirement accounts, we assume the client to invest only CHF 5,229
(=6,826 X (1-23.4%)) per year. Retirement fund balances are subject to a one-off tax at the
beginning of retirement. We apply a one-off tax rate of 6.8 percent, which is the average tax
rate for a Swiss resident with a retirement account value of CHF 200,000 according to
Supplementary Appendix Table 1A2, an amount the client achieves when earning approxi-
mately 6 percent p.a. on the retirement account. Supplementary Appendix Table IA9 shows
the detailed computations for this prototypical client.

Results of the scenario analysis are reported in Supplementary Appendix Table IA10. For
different hypothetical pretax returns earned on investments in retirement accounts and
investments outside retirement accounts, we show the effective average annual after-tax re-
turn difference. Numbers in bold (italics) indicate that investments in retirement accounts
outperform (underperform) alternative investments on an after-tax basis. For example, if the
annual pretax return on both investments was 0 percent (3 percent), the annual after-tax re-
turn difference would be 2.3 percent (2.1 percent). If investments outside retirement
accounts earned on average 1 percent more than investments in retirement accounts before
taxes, investments in retirement accounts would still outperform alternative investments by
1.1 percent to 1.2 percent p.a. after factoring in tax effects. Hence, even if clients were to in-
vest in index funds and ETFs, which would generate an additional 64 basis points per year
according to Table 7, this would still not be enough to outweigh the tax benefits of retire-
ment accounts. To outweigh the tax benefits of retirement accounts, alternative investments
would have to outperform by more than 2 percent p.a. before taxes. Our results in Table 7
suggest that it is unlikely that investments made outside of retirement accounts outperform
retirement funds by such a large margin.

So far, we have implicitly assumed that clients invest in other funds when they do not in-
vest in retirement accounts. However, this is not necessarily the case. Therefore, in an addi-
tional test, we try to answer the question what clients do as an alternative to investing in
retirement accounts. To this end, we first analyze what clients do in months with an advisor-
initiated retirement-related contact, but no change in the retirement account. Panel A of
Supplementary Appendix Figure 1A4 shows the average change in the overall bank wealth as
well as the average changes in the different accounts held at the bank in such months. We
find that months, in which clients do not invest in retirement accounts even though an
advisor-initiated retirement-related contact takes place, are characterized by an increase in
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bank wealth of approximately CHF 3,500. About a third of this increase is due to an increase
in the checking account, roughly the same amount can be attributed to an increase in the
normal savings account, and the rest, another third, is due to an increase in the securities ac-
count. Within the securities account, funds experience the largest inflow. Second, we analyze
what clients do if they receive a bonus payment from their employer, but there is no advisor-
initiated retirement-related contact and clients do not invest the money into the retirement
account. In Switzerland, many employees receive a bonus equivalent to one month’s salary.
Therefore, we define months with bonus payments as months in which the client’s wage
increases by at least 90 percent compared to the previous month followed by a decrease of
at least 45 percent in the next month. Results reported in Panel B of Supplementary
Appendix Figure IA4 show that bank wealth increases by approximately CHF 11,000 on aver-
age in such months. The vast majority of this money is held in the checking account and a
small fraction in the normal savings account. Thus, both analyses suggest that the counter-
factual to not investing in the retirement account is to put the money on the checking ac-
count and the normal savings account, and to a lesser extent into funds. However,
investments in retirement fund accounts clearly deliver higher before- and after-tax returns
than holdings in checking accounts and normal savings accounts. Moreover, since retirement
savings accounts offer higher interest rates and are exempt from any fee charges, they also
yield higher before- and after-tax returns than holdings in the checking account and the nor-
mal savings account. Hence, all our evidence in this section suggests that retirement account
investments deliver higher after-tax returns than investments carried out outside of retire-
ment accounts.

4.3.2 Do retirement accounts replace other savings?

Another concern with advisors steering clients’ money into retirement accounts could be
that they replace other savings and therefore do not lead to an increase in the overall finan-
cial wealth of households.?* Existing research provides mixed results on the interplay be-
tween retirement savings and other savings. Some studies provide evidence that households
simply reshuffle assets from existing savings to retirement savings (e.g., Gale and Scholz
1994; Engen, Gale, and Scholz 1996; Attanasio and DeLeire 2002; Chetty et al. 2014), thereby
reducing the effectiveness of pension programs that are intended to increase retirement sav-
ings rates. Others show that households finance their contributions to retirement savings by
actually reducing consumption and thereby increasing their savings rates and eventually
overall financial wealth (e.g., Venti and Wise 1990; Engelhardt 1996; Benjamin 2003; Gelber
2011; Agarwal et al. 2025).

Therefore, in this section, we shed light on the sources of funds used to invest into tax-
exempt retirement accounts. To do so, we focus on months with positive net flows into re-
tirement accounts and examine the sources of these inflows. Figure 4 shows the average in-
crease in retirement accounts in months with positive net flows together with average
changes in overall bank wealth and average changes in other accounts held at the bank. In
months in which clients increase the amount held in retirement accounts, they on average al-
locate CHF 1,584 to retirement accounts. Increases in retirement accounts go hand in hand
with increases in overall bank wealth (CHF 1,567), decreases in checking accounts (CHF
—370), increases in normal savings accounts (CHF 182), and increases in securities accounts
(CHF 172). Hence, the money invested in retirement accounts mainly stems from external
sources and checking accounts, not from reductions in normal savings accounts or securities

21 Note that in our setting even a shift from other savings to retirement accounts would still increase overall
wealth due to the tax benefits offered by the latter.
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Figure 4 The funding of retirement accounts.

This figure shows the sources of funds when clients increase the amount of money held in the retirement
account. We restrict the sample to months in which clients increase the amount of money held in the
retirement account. Supplementary Appendix A provides detailed descriptions of all variables used throughout
the study.

accounts. To the contrary, holdings in normal savings accounts and securities accounts also
slightly increase when clients increase their holdings in retirement accounts. Hence, we do
not find any evidence that clients reshuffle assets from existing savings to retire-
ment savings.

In figure 4, we do not differentiate between increases in retirement accounts induced by
advisors and self-directed investments. It could be that advisor-induced contributions to re-
tirement accounts stem from different sources than independently executed contributions.
Therefore, we next examine whether the sources of funds are different for advised and inde-
pendent contributions. To this end, we again focus on months in which clients increase the
amount held in retirement accounts. We run ordinary least squares regressions and use
monthly changes in bank wealth, in the checking account, in the normal savings account,
and in the securities account, all scaled by beginning-of-month bank wealth, as dependent
variables. Our main independent variable is a dummy variable that equals one for client-
months with an advisor-initiated retirement-related contact. We include the same control
variables and fixed effects as above.

Results are reported in Table 8. In Column 1, we use monthly percentage changes in bank
wealth as dependent variable. The coefficient on the contact dummy is positive and statisti-
cally significant, suggesting that there is a disproportionate increase in bank wealth in
months in which clients invest in their retirement account and interact with their advisor. In
Column 2, the dependent variable is the monthly changes in the checking account. In this
specification, the coefficient estimate on the contact dummy is negative and significant. This
result points toward a disproportionate decrease in the checking account in months in which
clients save for retirement and interact with their advisor. In Column 3, when using monthly
changes in the normal savings account as dependent variable, we find the coefficient on the
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contact dummy to be insignificant and close to zero. Thus, increases in normal savings
accounts are roughly the same in months with and months without client-advisor contacts.
Finally, in Column 4, the coefficient on the retirement contact dummy is significantly positive
but economically small, suggesting that when clients increase their retirement account bal-
ances and talk to their advisor they also slightly increase their holdings in securities
accounts. These results indicate that higher contributions to retirement accounts in months
with client-advisor contacts are mainly funded by a disproportionate increase in bank
wealth and a disproportionate decrease in the checking account. Hence, we find no evidence
of financial advisors shifting assets from existing savings to retirement accounts.

So far, we have established that clients do not reshuffle assets from existing savings to re-
tirement savings within our bank. However, clients may draw upon savings held somewhere
else to fund their contributions to retirement accounts at our bank. This appears rather un-
likely given that our bank is usually the main bank for its clients. Nevertheless, to address
this concern, we investigate potential external sources of funding. Specifically, we examine
whether contributions to retirement accounts are funded by additional income. To do so, we
regress monthly net flows into retirement accounts on monthly percentage changes in in-
come. Results of this analysis are presented in Supplementary Appendix Table IA1l. In
Column 1, we find the coefficient estimate on income changes to be positive and highly sta-
tistically significant. This finding is consistent with clients using salary increases to fund re-
tirement contributions. In Column 2, we replace the variable capturing monthly percentage
changes in income by a dummy variable that equals one in months in which clients obtain a
bonus payment, and zero otherwise. As in previous tests, we define a month with a bonus
payment as a month in which the wage payment increases by at least 90 percent compared
to the prior month followed by a decline of at least 45 percent in the subsequent month. In
this specification, the coefficient estimate on the bonus dummy is positive and significant,
suggesting that clients invest bonus payments at least partially into their retirement account.
In Column 3, we include both variables simultaneously. In this regression, only the coefficient
on bonus payments remains statistically significant. This provides further evidence that tran-
sitory positive income shocks are an important source of external funding for retirement
accounts. Overall, the results in this section suggest that clients do not reallocate assets
from existing savings to retirement savings, but the funds used to invest in retirement
accounts primarily come from external sources, such as bonus payments, and from check-
ing accounts.

4.3.3 Do retirement accounts impose liquidity constraints?

Again another concern with contributions to retirement accounts could be that they impose
liquidity constraints on clients since withdrawals from such accounts are generally not possi-
ble before retirement, except when purchasing an owner-occupied dwelling, when becoming
self-employed, or when leaving Switzerland for good. Thus, not investing in retirement
accounts could be explained by expected liquidity needs. However, existing research sug-
gests that retirement contributions generally do not result in liquidity constraints (e.g.,
Barber and Odean 2004; Beshears et al. 2022). Moreover, in our sample, 73.0 percent of cli-
ents who invest into retirement accounts have more than two times their monthly wage on
their checking account and their normal savings account, which is often recommended by
consumer organizations as liquidity buffer. This number is even higher (81.7 percent) for cli-
ents who contribute to their retirement account and interact with their advisor. Hence, if
anything, only a small group of clients in our sample is at risk of running into liquid-
ity problems.
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Nevertheless, in the following, we analyze potential liquidity issues resulting from volun-
tary contributions to retirement accounts. To do so, we examine whether clients who con-
tribute to retirement accounts are more likely to overdraw their checking account or to have
a loan in the 5 years after their retirement account contribution. Panel A of figure 5 shows
the probability of overdrafts in years t+1 to t+5 for clients who invested in their retirement
account in the current year as compared to clients who did not contribute to the retirement
account in year t=0. In year t+1, the likelihood of overdrawing the checking account is 4.0
percent for clients who invested in their retirement account in the current year and 3.8 per-
cent for clients who did not make such a contribution in year t=0. This difference is econom-
ically small and becomes even smaller in years t+2 to t+5. In a more formal analysis, we
estimate linear probability models and regress a dummy variable that equals one in years in
which clients have overdrafts on a dummy variable that equals one for clients who contrib-
uted to their retirement account in year t=0. We include similar controls as in previous
regressions as well as year fixed effects.?? Results are presented in Panel A of Supplementary
Appendix Table 1A12. We find that the differences between the clients who contributed to re-
tirement accounts and those who did not are never statistically significant at conven-
tional levels.

In Panel B of figure 5, we plot the probability to have a loan in the years t+1 to t+5, sepa-
rately for clients who invested in the retirement account in the current year and for clients
who did not invest in such accounts in year t=0. Starting with year t+1, we find that the
probability to have a loan is 0.1 percent for clients who increased their holdings in the retire-
ment account in year t=0 and 0.4 percent for clients who did not contribute to their retire-
ment accounts. These numbers stay relatively constant over the following years. In Panel B
of Supplementary Appendix Table 1A12, we employ similar linear probability models as in
Panel A, but use a dummy variable that equals one in years in which clients have a loan, and
zero otherwise, as dependent variable. Across all years, we find the group of clients who
saved for retirement in year t=0 to be significantly less likely to have a loan. Thus, if any-
thing, clients who save for retirement are less likely to experience liquidity constraints com-
pared to clients who do not make such contributions.

So far, we have not distinguished between advisor-induced contributions to retirement
accounts and self-directed contributions. It could be that advisor-induced contributions lead
to more future liquidity problems of clients than self-directed contributions. Therefore, we
next investigate whether liquidity constraints differ for advised and self-directed invest-
ments. To this end, we focus on clients who increase their holdings in retirement accounts in
the current year t=0, either in months with a client-advisor contact or independently, and
we examine whether these clients are more likely to overdraw their checking account or to
have a loan in the following years t+1 to t+5. We employ similar linear probability models
as above and use a dummy variable that equals one in years in which clients have overdrafts
and a dummy variable that equals one in years in which clients have a loan, respectively, as
dependent variable. The main explanatory variable is a dummy variable that equals one for
clients who increase the amount held in their retirement account in the current year t=01in a
month with an advisor-initiated retirement-related contact, and zero otherwise.

Results are presented in Table 9. In Panel A, we investigate the probability of overdrawing
the checking account in years t+1 to t+5 after an increase in the retirement account. The co-
efficient estimates on the dummy variable that captures increases in retirement accounts in
months with client-advisor contacts are economically small and not statistically significant

22 Note that we do not control for bank wealth in these regressions since bank wealth and overdrafts are
highly negatively correlated by construction.
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Figure 5 Retirement accounts, overdrafts, and loans.

This figure shows the fraction of clients who overdraw their checking account in a future year (Panel A) and the
fraction of clients who have a loan in a future year (Panel B). Clients (do not) increase the amount of money
held in the retirement account in year t = 0. Supplementary Appendix A provides detailed descriptions of all
variables used throughout the study.

across all columns, suggesting that the likelihood of overdrawing the checking account is not
elevated for clients who rely on advice.

In Panel B, we examine the likelihood of having a loan in the five years after an advisor-
induced investment into the retirement account. In this setting, all coefficient estimates on
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our variable of interest are again not statistically significant. Taken together, we do not find
any evidence that advisor-induced contributions to retirement accounts lead to liquidity
problems of clients, suggesting that this concern is not warranted.

In summary, all our tests in this section as well as previous sections indicate that advisor-
induced contributions to retirement accounts are beneficial for clients. First, after-tax returns
on investments in retirement accounts tend to be higher than the returns of plausible coun-
terfactual investments. Moreover, there is neither evidence of advisor-induced contributions
to retirement accounts leading to reductions in other savings nor to liquidity problems.

4.4 Are retirement accounts also beneficial for the bank?

Our results hitherto point toward advisor-induced investments into retirement accounts be-
ing beneficial for clients. At the same time, existing research shows that financial advisors of-
ten act in their own interest rather than in the best interest of their clients (e.g., Stoughton,
Wu, and Zechner 2011; Inderst and Ottaviani 2012; Hoechle et al. 2018; Egan 2019). Hence, in
this last section, we analyze whether retirement accounts are also profitable for the bank. To
this end, we use internal managerial accounting data of the bank, which assigns monthly rev-
enue and cost figures to each client, enabling us to investigate the profits the bank generates
with each individual client who holds a retirement account. Moreover, commission and fee
income and interest income are reported separately, which allows us to analyze the bank’s
revenue drivers in greater detail. We start by investigating the profitability of retirement ac-
count balances to the bank. To this end, we regress monthly profits the bank generates with
each client on retirement account balances in that month. Both monthly profits and retire-
ment account balances are denoted in Swiss Francs. We scale account balances by 1,000.
Moreover, we include similar control variables and fixed effects as in prior analyses.

Results are reported in Table 10. In Column 1, the coefficient estimate on the retirement
account balance is positive but insignificant. In Column 2, we split retirement accounts into
holdings in retirement fund accounts and holdings in retirement savings accounts. Results
show that larger balances in retirement fund accounts are associated with significantly
higher bank profits, while larger balances in retirement savings accounts are not. The coeffi-
cient estimate on retirement fund balances suggests that an additional CHF 100,000 held in
retirement funds increases the bank’s average monthly profit by CHF 25.3, which amounts to
47 percent of the average monthly bank profit in the respective sample. In Columns 3 and 4,
we split overall bank profits into commission and fee income and interest income.
Commission and fee income include, among other things, management fees from bank-
affiliated retirement funds and distribution fees from retirement funds offered by third-party
providers. Interest income includes the net income from normal savings accounts, retire-
ment savings accounts, checking accounts, mortgages, and loans. We find significantly posi-
tive relations between holdings in retirement fund accounts and commission and fee income
and between holdings in retirement savings accounts and interest income. The former result
is consistent with our conjecture that promoting retirement funds is particularly attractive
for the bank and its financial advisors because of payments the bank obtains from fund pro-
viders. Finally, in Column 5, we examine the relation between holdings in retirement
accounts and expenses. Both types of accounts are associated with higher expenses for the
bank. While the higher expenses completely cancel out the higher interest income from re-
tirement savings accounts, the increased commission and fee income from retirement fund
accounts outweighs the higher expenses assigned to such accounts, resulting in higher prof-
its to the bank.
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Table 10 Retirement accounts and bank profits.

This table presents the results from ordinary least squares regressions. The dependent variable is either
the monthly profit (Columns 1 and 2), the monthly commission and fee income (Column 3), the monthly
interest income (Column 4), or the monthly expenses per client (Column 5). The variable Retirement
account (CHF);; captures the amount of money a client holds in the retirement account (scaled by
1,000). The variable Retirement savings account (CHF);; captures the amount of money a client holds in
the retirement savings account (scaled by 1,000). The variable Retirement fund account (CHF);; captures
the amount of money a client holds in the retirement fund account (scaled by 1,000). The variables
Checking account (CHF);, Savings account (CHF);, Securities account (CHF);;, Mortgage (CHF);;, and
Loan (CHF);; are used as controls. Supplementary Appendix A provides detailed descriptions of all
variables used throughout the study. Standard errors are double-clustered by client and year-month. t-
statistics are provided in parentheses. ***, **, * denote statistical significance at the 1 percent, 5
percent, and 10 percent level.

Commission Interest Expenses

and fee income  (CHF);;
income (CHF);
Profit (CHF); (CHF);¢
(1) (2) (3) (4) (5)
Retirement account (CHF); ; 0.060
(1.59)
Retirement savings account (CHF); 0.005 0.009 0.131***  0.131***
(0.12) (0.65) (4.17) (4.50)
Retirement fund account (CHF);; 0.253***  0.462*** 0.030 0.294***
(5.10) (12.70) (1.01) (6.65)
Controls Yes Yes Yes Yes Yes
Client fixed effects Yes Yes Yes Yes Yes
Year-month fixed effects Yes Yes Yes Yes Yes
Adjusted R? 0.660 0.660 0.440 0.839 0.461
N 1,992,939 1,992,939 1,992,939 1,992,939 1,992,939

So far, we have examined the relationship between retirement account balances and bank
profits. In an additional test, we investigate the profitability of retirement accounts in the
month in which clients open these accounts. To do so, we employ similar regression specifi-
cations as in Table 10. However, we use a dummy variable that equals one in the month in
which the client opens a retirement account, and zero otherwise, as main explanatory vari-
able, rather than retirement account balances. Supplementary Appendix Table 1A13 shows
the results. In Column 1, we find a significantly negative coefficient on the account opening
dummy, implying that retirement account openings are associated with lower profits for the
bank. This is mainly driven by retirement savings accounts, as shown in Column 2.
Coefficient estimates in Columns 3-5 reveal that the different profit centers do not generate
enough income to cover the significantly higher costs associated with account openings.
Hence, the opening of retirement accounts can be costly from the bank’s point of view.
However, after these setup costs, retirement accounts tend to become profitable for the
bank, at least retirement fund accounts, as shown in Table 10. Furthermore, besides financial
benefits, retirement accounts may also have nonfinancial benefits for advisors. For example,
they may allow advisors to strengthen the relationship with clients and to build up trust
(e.g., Gennaioli, Shleifer, and Vishny 2015).
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Overall, our findings on the profitability of retirement accounts from the bank’s point of
view suggest that retirement fund accounts are profitable for the bank. This result may ex-
plain why advisors mainly encourage investments in retirement fund accounts rather than
investments in retirement savings accounts. Given the favorable after-tax returns of retire-
ment fund accounts for bank clients, our findings point toward a win-win situation with
rent-sharing between the bank and its clients.

5. Conclusion

In this article, we examine the impact of financial advice on retirement savings. We docu-
ment that clients are more likely to open a tax-exempt retirement account and direct more
money into these accounts after being approached by their financial advisor to talk about re-
tirement. When splitting these retirement accounts into retirement savings accounts and re-
tirement fund accounts, we find that advisors specifically steer bank clients into retirement
fund accounts. Various identification checks suggest a causal interpretation of these findings.
Both investments in retirement fund accounts and investments in retirement savings
accounts tend to yield higher after-tax returns than likely counterfactual investments.
Moreover, we find no indication that the increase in retirement account usage is associated
with negative side-effects, such as reductions in other savings or liquidity issues. Overall, our
findings suggest that financial advisors help bank clients to better prepare for retirement
and to take advantage of substantial tax benefits offered by retirement accounts. Hence,
complementary to the many negative consequences of financial advice documented in previ-
ous research, our evidence points toward a bright side of financial advice. An analysis of the
bank’s internal managerial accounting data shows that retirement fund accounts are not
only beneficial for clients but also profitable for the bank, pointing toward a win-win situa-
tion with rent-sharing between the bank and its clients. However, we also show that
retirement-related financial advice does not primarily target women, less wealthy individu-
als, and people with lower levels of education, that is, financial advice does not particularly
help groups of individuals who are more at risk of under-saving for retirement.

Overall, our findings suggest that financial advice is important in helping individuals to
prepare for retirement and to take advantage of state-sponsored incentives for retirement
savings. This indicates that policymakers should not only think about monetary incentives
for retirement savings, but also about ways to help individuals to actually take advantage
of them.
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