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16 April 2026 

 
BAK study: 

Summary and key points 
Fully deducting foreign subsidiaries from common equity tier 1 capital  
would permanently weaken the Swiss economy, jeopardize jobs and lead  
to lower tax revenues. 

The study by the Swiss economic research institute BAK Economics (BAK), which was commissioned 
by UBS and published on 16 April 2026, contributes to the ongoing discussion regarding the full 
deduction of foreign subsidiaries from Common Equity Tier 1 (CET1) capital. For the first time, the 
economic impacts are quantified. UBS defined the scope of the study, while BAK was solely 
responsible for its scientific execution. 

The study shows that the proposed regulatory change would lead to higher borrowing costs, a 
tighter credit supply and a potential erosion of Switzerland’s appeal as a wealth management hub. 
The negative economic effects of a single regulatory measure would result in a permanent 
impairment of Switzerland’s economic performance. The study estimates cumulative losses in value 
added over a ten-year period of up to CHF 34 billion. This is on the same order of magnitude as the 
costs of the planned expansion of the armed forces. After ten years, the losses would amount to up 
to one-third of the projected annual growth in economic output. 

BAK states that this development would affect not only value added but also Switzerland’s labor 
market and public finances: Over ten years, more than 6,000 jobs would be at risk; at the same 
time, the federal government and cantons could expect lower tax revenues of up to CHF 6.4 billion. 
By way of comparison: Relief Package 27 (EP27) provides for savings of approximately CHF 5.3 
billion over the next three years. 

Key points of the study 

The complete exclusion of foreign subsidiaries from common equity tier 1 capital would 
entail significant costs for Switzerland and would permanently weaken the economy 

The BAK study shows that the full deduction of foreign subsidiaries from common equity tier 1 
capital would have noticeable and lasting consequences for the entire Swiss economy. Loans would 
become more expensive and scarcer, and Switzerland’s attractiveness as an wealth management 
hub could decline – complementary effects from which BAK derives possible scenarios. The total 
economic output losses over a ten-year period would range from CHF 11 billion in the mild scenario 
to CHF 34 billion under stress assumptions. The costs would be roughly equivalent to those for 
expanding the army. The impact of this single regulatory measure would be structural and thus 
permanent. After ten years, the losses would amount to up to one-third of the projected annual 
growth in economic output. 
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Investments would be weakened 

The proposed full exclusion of foreign subsidiaries from common equity tier 1 capital would make 
loans more expensive and scarcer. As a result, companies might invest less. This is precisely where 
the study identifies the strongest negative economic impact. Over a ten-year period, up to CHF 38 
billion less would be invested in Switzerland. Investment is the foundation for innovation, 
employment, income and aggregate demand. Regulation that weakens economic activity to this 
extent is disproportionate. 

Productive, internationally active companies would be particularly affected 

Specialized services offered by major banks are used primarily by medium-sized and large, 
internationally active companies. These firms are often exceptionally productive and innovative. Thus 
the regulation would hit precisely those parts of the economy that are particularly important for 
Switzerland’s value creation, export strength and competitiveness. Weakening these financial 
services through untargeted regulation would place a further, significant burden on the economy in 
light of geopolitical and global economic turbulence. 

Jobs and public finances would also come under pressure 

In addition to the losses in economic output, the full deduction of foreign subsidiaries from core 
capital would also have negative effects on employment and public revenues. Over a ten-year 
period, up to approximately 6,300 jobs would be lost, and tax revenues for the federal government 
and the cantons would decline by a cumulative total of around CHF 6.4 billion. By way of 
comparison: Relief Package 27 (EP27) provides for savings of around CHF 5.3 billion over the next 
three years. This is not an abstract financial market issue but one with concrete consequences for 
prosperity, jobs and the financial capacity of the federal government and the cantons to act. 

We need more economically viable alternatives that specifically strengthen the stability of 
the financial center 

The study is an important contribution to the ongoing political debate. Until now, only partial 
analyses were available; a quantitative assessment of the macroeconomic consequences of the 
proposed full deduction of foreign subsidiaries from common equity tier 1 capital was lacking. A 
single regulatory adjustment, applied to a single institution, would significantly reduce Switzerland’s 
long-term economic performance. Policy makers should therefore examine whether more targeted 
alternatives can achieve the same goal at significantly lower economic costs. 

The full deduction of foreign subsidiaries would also affect Swiss citizens and the entire 
economy 

The BAK study shows that the full deduction of foreign subsidiaries from CET1 would not only affect 
international business or internal cost allocations within banks but would also have significant 
macroeconomic effects in Switzerland. Depending on the scenario, a significant increase in 
borrowing costs, supply shortages and a gradual erosion of Switzerland’s appeal as a wealth 
management hub, and thus of the Swiss interest rate advantage, are to be expected. 
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