
Across the United States, companies have reduced or eliminated 
pension plans. Well-prepared executives therefore are putting away 
money now for their retirement years, and are making sure to give 
their assets every opportunity to grow.  

Executives without cash-flow issues generally put into their deferred 
compensation plans as much as their companies allow.  

Everyone else living to some degree on current income would be 
well advised to analyze:  

• The maximum they might comfortably defer

• Whether they borrow so as to defer more

Real wealth may be created in NQDC plans, where assets have the 
opportunity to compound tax-free, and investment options are 
frequently attractive.  

Our modeling found, for example, that $500,000 invested inside a 
deferred compensation plan for 10 years grew 1.01% more annually 
than the same amount invested for the same period receiving 
identical returns. (See “A case for deferring,” page 2.)

On the downside, there is, of course, risk associated with 
investments as well as the fact that taxes eventually need to be 
paid on the deferred amount.

But there also is this: If your company goes bankrupt, you are 
merely one of its general creditors. 

A KEY DECISION 
Two times a year, corporate executives are asked to decide whether 
they want to defer a portion of their compensation.

• June 30 is the deadline for deferring variable or incentive
compensation for that year

• December 31 is the deadline for deferring fixed compensation
for the following year

We recommend you ask yourself these six questions to help you 
determine whether deferring compensation is a good choice for you 
at this time.

JPMorgan Chase & Co. and its subsidiaries do not render accounting, legal or tax advice. Estate planning requires legal assistance. You should consult with your independent advisors concerning such 
matters. The views and strategies described herein may not be suitable for all investors. This information is not intended as an offer or solicitation for the purchase or sale of any financial instrument.

J.P. MORGAN PRIVATE BANK

Taking advantage of your company-sponsored, non-qualified deferred compensation (NQDC) plan now could 
be one of the wiser moves you make for your future well-being. 

How deferred compensation can 
bolster retirement savings
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NOTE:  This analysis includes the same assumptions as “A case for deferring,” on page 2.

1. Do I have sufficient liquidity?

2. How long can I afford to defer?

3. What investment options are available to me in the plan?

4. Does my company offer a matching contribution?

5. Where do I plan to live when I retire?

6. Am I comfortable with my company’s credit risk?

THE LONGER YOU CAN DEFER, THE GREATER THE POTENTIAL BENEFIT BECOMES
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CONSIDERATIONS
As you make your decision, there are a few other things to keep 
in mind:

• It is usually best to defer for at least seven years to take full
advantage of tax-deferred growth

• While there are no federal limits to contributions to NQDC
plans generally, your particular plan may impose certain limits

on the amount you can defer, either each year or as an 
aggregate over multiple years

• It may be beneficial for you to borrow—so you can put more 
into your deferred compensation plan—given the growth 
potential of tax-free compounding and today’s low interest 
rates1

To illustrate what is possible, we offer this hypothetical. Our assumptions here are that your assets receive identical returns inside and 
outside a plan; they are invested in a portfolio with a compound return of 5.95%. 

Tax deferral alone provides 1.01% more per year. 

The longer you are able to defer, the more pronounced this effect might become. Moreover, if you work or reside in a state that levies 
its own income tax, the benefit of deferring taxation is further enhanced. If you were to later move to a state with a lower income tax 
or no tax at all, you would realize additional, significant savings. (Distributions will generally be taxable in your new state of residence 
so long as you elect to take them over a period of 10 years or more.)

A case for deferring
How much might you gain if you deferred $500,000 for 10 years? 
Answer: Potentially, a great deal.

NOTE: Return assumptions are hypothetical. Numbers have been rounded for convenience, are only estimates for illustrative purposes, and should not be relied upon. 
These materials should not be construed as providing legal, tax or accounting advice. 

ASSUMPTIONS:  Years of deferral = 10. Investment compound total return for non-deferral assets (pre-tax) = 5.95%, with appreciation of 2.83% and yield of 3.13%.  
Assets in the deferred plan are assumed to have the same return as assets outside of the plan.   
Current effective income tax rate on lump sum = 37.00%; future effective tax rate on receipt of deferred compensation = 39.60%.  
Effective tax rate on reinvestment income outside of the deferral plan = 40.80%, with dividend and capital gains rate of 23.80%.  
Effective reinvestment tax rates are based off a federal income tax rate of 37.00%, federal long-term capital gains tax rate of 20%, and   
Medicare surtax of 3.80% on unearned income. Tax rates are subject to change in future years. Tax rates quoted are those used in the majority 
of years in the analysis.

Year
Scenario 1: 
No deferral

Scenario 2:  
Defer compensation for 10 years

0 Amount of compensation received/deferred* $500,000 $500,000

Taxes paid on receipt ($185,000) $0

After-tax proceeds to be reinvested $315,000 $500,000

10 Asset value $470,474 $844,200

Tax on distribution $0 ($334,303)

$470,474 $509,097

Value added by deferring compensation $39,423

Excess return needed for Scenario 1 to break even 1.01%

*Assumes compensation is already net of Medicare taxes on earned income.

1 Please note that lines of credit are extended at the discretion of J.P. Morgan, and J.P. Morgan has no commitment to extend a line of credit or make loans available under the line of credit. Any 
extension of credit is subject to credit approval by the lender in accordance with the terms contained in definitive loan documents. Loans collateralized by securities involve certain risks and may not be 
suitable for all investors. Market conditions can magnify any potential for loss. If the market declines, you may be required to deposit additional securities and/or cash into your account. The securities 
in your account may be sold to meet a collateral/maintenance call, and J.P. Morgan may sell your securities without contacting you. In exercising its remedies, J.P. Morgan will not be required to 
marshal assets or act in accordance with any fiduciary duty it otherwise might have. Some or all of the securities sold to meet a margin/maintenance call may be sold at prices higher than their initial 
cost, which may result in adverse tax consequences. You should consult your tax advisor in order to fully understand the tax implications associated with pledging securities in connection with a margin 
loan. Please read your client agreement carefully so that you understand your obligations. Should you have any questions, contact your J.P. Morgan Capital Advisor.
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HOW DO THE TAXES WORK?

Immediate taxation Ongoing taxation Taxation on distribution

Immediate receipt 
of compensation

Taxable at federal and state 
ordinary income tax rates 
(including payroll taxes)

Reinvested compensation 
subject to income tax on 
interest and dividends when 
received; capital gains taxed 
when realized

Not applicable

Defer compensation Federal and state income 
taxes are not imposed. Federal 
payroll taxes are still incurred

None—investments compound 
in a tax-deferred environment

Distributions, including capital 
appreciation, are fully taxable 
at federal and state ordinary 
income tax rates (no federal 
payroll taxes imposed)*

* Generally speaking, plan distributions remain taxable in the state where the deferred compensation was originally earned. However, if you elect to take the distribution in 
10 or more annual installments, the distributions will only be subject to state income tax in the state(s) where you are a resident.

MECHANICS
How do you actually defer?

First, your company should notify you of the upcoming election. 
Then, in filling out the company’s form, you will be given certain 
choices:

• How do you want to receive the compensation (when you
do receive it at a later date): as a lump sum or in annual
installments?

• When do you want to receive the deferred income: in a specific 
year, upon a specific event such as retirement, or after a 
number of years of deferral?

You also may have the option to extend the deferral dates of 
previous elections. 

Certain plans may provide for the re-deferral of a payment. However, 
all of these criteria must be met:

• The re-deferral election is made 12 months before payments are 
scheduled to begin

• The new deferral is at least five years later than the scheduled 
distribution for an amount payable at a specified time or upon 
separation from service

• The re-deferral election takes effect 12 months after it is made

WE CAN HELP
Your J.P. Morgan representative can help you think through whether 
you have sufficient liquidity to defer compensation, whether your 
plan’s investment offerings are compelling, and how you might best 
take the ultimate distribution of deferred compensation.
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INFORMATION ABOUT YOUR INVESTMENTS AND POTENTIAL  
CONFLICTS OF INTEREST

Conflicts of interest will arise whenever JPMorgan Chase Bank, N.A. or any of its affiliates 
(together, “J.P. Morgan”) have an actual or perceived economic or other incentive in its 
management of our clients’ portfolios to act in a way that benefits J.P. Morgan. Conflicts will 
result, for example (to the extent the following activities are permitted in your account): (1) 
when J.P. Morgan invests in an investment product, such as a mutual fund, structured 
product, separately managed account or hedge fund issued or managed by JPMorgan 
Chase Bank, N.A. or an affiliate, such as J.P. Morgan Investment Management Inc.; (2) when 
a J.P. Morgan entity obtains services, including trade execution and trade clearing, from an 
affiliate; (3) when J.P. Morgan receives payment as a result of purchasing an investment 
product for a client’s account; or (4) when J.P. Morgan receives payment for providing 
services (including shareholder servicing, recordkeeping or custody) with respect to 
investment products purchased for a client’s portfolio. Other conflicts will result because of 
relationships that J.P. Morgan has with other clients or when J.P. Morgan acts for its own 
account. 

Investment strategies are selected from both J.P. Morgan and third-party asset managers 
and are subject to a review process by our manager research teams. From this pool of 
strategies, our portfolio construction teams select those strategies we believe fit our asset 
allocation goals and forward-looking views in order to meet the portfolio’s investment 
objective.

As a general matter, we prefer J.P. Morgan managed strategies. We expect the proportion 
of J.P. Morgan managed strategies will be high (in fact, up to 100 percent) in strategies such 
as, for example, cash and high-quality fixed income, subject to applicable law and any 
account-specific considerations. 

While our internally managed strategies generally align well with our forward-looking 
views, and we are familiar with the investment processes as well as the risk and compliance 
philosophy of the firm, it is important to note that J.P. Morgan receives more overall fees 
when internally managed strategies are included. We offer the option of choosing to 
exclude J.P. Morgan managed strategies (other than cash and liquidity products) in certain 
portfolios.

IMPORTANT INFORMATION

JPMorgan Chase & Co. and its subsidiaries do not render accounting, legal or tax advice. 
Estate planning requires legal assistance. You should consult with your independent 
advisors concerning such matters. The views and strategies described herein may not be 
suitable for all investors. This information is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument.

Confidentiality

This material is confidential and intended for your personal use. It should not be circulated 
to or used by any other person, or duplicated for non-personal use, without our permission. 

Regulatory Status

In the United States, bank products and services, including certain discretionary investment 
management products and services, are offered by JPMorgan Chase Bank, N.A. and its 
affiliates. Securities products and services are offered in the U.S. by J.P. Morgan Securities 
LLC, an affiliate of JPMCB, and outside of the U.S. by other global affiliates. J.P. Morgan 
Securities LLC, member FINRA and SIPC.

INVESTMENT PRODUCTS: • NOT FDIC INSURED • NO BANK GUARANTEE • MAY LOSE VALUE

JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment 
products, which may include bank-managed investment accounts and custody, as part of its 
trust and fiduciary services. Other investment products and services, such as brokerage 
and advisory accounts, are offered through J.P. Morgan Securities LLC (“JPMS”), a member 
of FINRA and SIPC. Annuities are made available through Chase Insurance Agency, Inc. 

(CIA), a licensed insurance agency, doing business as Chase Insurance Agency Services, Inc. 
in Florida. JPMCB, JPMS and CIA are affiliated companies under the common control of 
JPMorgan Chase & Co. Products not available in all states.

In Luxembourg, this material is issued by J.P. Morgan Bank Luxembourg S.A. (JPMBL), with 
registered office at European Bank and Business Centre, 6 route de Treves, L-2633, 
Senningerberg, Luxembourg. R.C.S Luxembourg B10.958. Authorized and regulated by 
Commission de Surveillance du Secteur Financier (CSSF) and jointly supervised by the 
European Central Bank (ECB) and the CSSF. J.P. Morgan Bank Luxembourg S.A. is authorized 
as a credit institution in accordance with the Law of 5th April 1993. In the United Kingdom, 
this material is issued by J.P. Morgan Bank Luxembourg S.A., London Branch. Prior to Brexit 
(Brexit meaning that the United Kingdom leaves the Eurtopean Union under Article 50 of 
the Treaty on European Union, or, if later, loses its ability to passport financial services 
between the United Kingdom and the remainder of the EEA), J.P. Morgan Bank Luxembourg 
S.A., London Branch is subject to limited regulation by the Financial Conduct Authority and 
the Prudential Regulation Authority. Details about the extent of our regulation by the 
Financial Conduct Authority and the Prudential Regulation Authority are available from us 
on request. In the event of Brexit, in the United Kingdom, J.P. Morgan Bank Luxembourg 
S.A., London Branch is authorized by the Prudential Regulation Authority, subject to 
regulation by the Financial Conduct Authority and limited regulation by the Prudential 
Regulation Authority. Details about the extent of our regulation by the Prudential Regulation 
Authority are available from us on request. In Spain, this material is distributed by 
J.P. Morgan Bank Luxembourg S.A., Sucursal en España, with registered office at Paseo de 
la Castellana, 31, 28046 Madrid, Spain. J.P. Morgan Bank Luxembourg S.A., Sucursal en 
España is registered under number 1516 within the administrative registry of the Bank of 
Spain and supervised by the Spanish Securities Market Commission (CNMV). In Germany, 
this material is distributed by J.P. Morgan Bank Luxembourg S.A., Frankfurt Branch, 
registered office at Taunustor 1 (TaunusTurm), 60310 Frankfurt, Germany, jointly supervised 
by the Commission de Surveillance du Secteur Financier (CSSF) and the European Central 
Bank (ECB), and in certain areas also supervised by the Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin). In Italy, this material is distributed by J.P. Morgan 
Bank Luxembourg S.A., Milan Branch, registered office at Via Cantena Adalberto 4, Milan 
20121, Italy and regulated by Bank of Italy and the Commissione Nazionale per le Società e 
la Borsa (CONSOB). In addition, this material may be distributed by JPMorgan Chase Bank, 
N.A. (“JPMCB”), Paris branch, which is regulated by the French banking authorities Autorité 
de Contrôle Prudentiel et de Résolution and Autorité des Marchés Financiers or by 
J.P. Morgan (Suisse) SA, which is regulated in Switzerland by the Swiss Financial Market 
Supervisory Authority (FINMA). 

In Hong Kong, this material is distributed by JPMCB, Hong Kong branch. JPMCB, Hong Kong 
branch is regulated by the Hong Kong Monetary Authority and the Securities and Futures 
Commission of Hong Kong. In Hong Kong, we will cease to use your personal data for our 
marketing purposes without charge if you so request. In Singapore, this material is 
distributed by JPMCB, Singapore branch. JPMCB, Singapore branch is regulated by the 
Monetary Authority of Singapore. Dealing and advisory services and discretionary 
investment management services are provided to you by JPMCB, Hong Kong/Singapore 
branch (as notified to you). Banking and custody services are provided to you by JPMCB 
Singapore Branch. The contents of this document have not been reviewed by any regulatory 
authority in Hong Kong, Singapore or any other jurisdictions. This advertisement has not 
been reviewed by the Monetary Authority of Singapore. You are advised to exercise caution 
in relation to this document. If you are in any doubt about any of the contents of this 
document, you should obtain independent professional advice. For materials which 
constitute product advertisement under the Securities and Futures Act and the Financial 
Advisers Act, this advertisement has not been reviewed by the Monetary Authority of 
Singapore.

With respect to countries in Latin America, the distribution of this material may be 
restricted in certain jurisdictions. We may offer and/or sell to you securities or other 
financial instruments which may not be registered under, and are not the subject of a public 
offering under, the securities or other financial regulatory laws of your home country. Such 
securities or instruments are offered and/or sold to you on a private basis only. Any 
communication by us to you regarding such securities or instruments, including without 
limitation the delivery of a prospectus, term sheet or other offering document, is not 
intended by us as an offer to sell or a solicitation of an offer to buy any securities or 
instruments in any jurisdiction in which such an offer or a solicitation is unlawful. 
Furthermore, such securities or instruments may be subject to certain regulatory and/or 
contractual restrictions on subsequent transfer by you, and you are solely responsible for 
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ascertaining and complying with such restrictions. To the extent this content makes 
reference to a fund, the Fund may not be publicly offered in any Latin American country, 
without previous registration of such fund’s securities in compliance with the laws of the 
corresponding jurisdiction. Public offering of any security, including the shares of the Fund, 
without previous registration at Brazilian Securities and Exchange Commission—CVM is 
completely prohibited. Some products or services contained in the materials might not be 
currently provided by the Brazilian and Mexican platforms.

JPMorgan Chase Bank, N.A. (JPMCBNA) (ABN 43 074 112 011/AFS Licence No: 238367) is 
regulated by the Australian Securities and Investment Commission and the Australian 
Prudential Regulation Authority. Material provided by JPMCBNA in Australia is to “wholesale 
clients” only. For the purposes of this paragraph the term “wholesale client” has the 
meaning given in section 761G of the Corporations Act 2001 (Cth). Please inform us if you 
are not a Wholesale Client now or if you cease to be a Wholesale Client at any time in the 
future.

JPMS is a registered foreign company (overseas) (ARBN 109293610) incorporated in 
Delaware, U.S.A. Under Australian financial services licensing requirements, carrying on a 
financial services business in Australia requires a financial service provider, such as 
J.P. Morgan Securities LLC (JPMS), to hold an Australian Financial Services Licence (AFSL), 
unless an exemption applies. JPMS is exempt from the requirement to hold an AFSL under 
the Corporations Act 2001 (Cth) (Act) in respect of financial services it provides to you, and 
is regulated by the SEC, FINRA and CFTC under U.S. laws, which differ from Australian laws. 
Material provided by JPMS in Australia is to “wholesale clients” only. The information 
provided in this material is not intended to be, and must not be, distributed or passed on, 
directly or indirectly, to any other class of persons in Australia. For the purposes of this 
paragraph the term “wholesale client” has the meaning given in section 761G of the Act. 
Please inform us immediately if you are not a Wholesale Client now or if you cease to be a 
Wholesale Client at any time in the future.

This material has not been prepared specifically for Australian investors. It:

• May contain references to dollar amounts which are not Australian dollars;

• May contain financial information which is not prepared in accordance with
Australian law or practices;

• May not address risks associated with investment in foreign currency denominated
investments; and

• Does not address Australian tax issues.

Non-Reliance

Certain information contained in this material is believed to be reliable; however, JPM does 
not represent or warrant its accuracy, reliability or completeness, or accept any liability for 
any loss or damage (whether direct or indirect) arising out of the use of all or any part of 
this material. No representation or warranty should be made with regard to any 
computations, graphs, tables, diagrams or commentary in this material, which are 
provided for illustration/reference purposes only. The views, opinions, estimates and 
strategies expressed in this material constitute our judgment based on current market 
conditions and are subject to change without notice. JPM assumes no duty to update any 
information in this material in the event that such information changes. Views, opinions, 
estimates and strategies expressed herein may differ from those expressed by other areas 
of JPM, views expressed for other purposes or in other contexts, and this material should 
not be regarded as a research report. Any projected results and risks are based solely on 
hypothetical examples cited, and actual results and risks will vary depending on specific 
circumstances. Forward-looking statements should not be considered as guarantees or 

Nothing in this document shall be construed as giving rise to any duty of care owed to, or 
advisory relationship with, you or any third party. Nothing in this document shall be 
regarded as an offer, solicitation, recommendation or advice (whether financial, 
accounting, legal, tax or other) given by J.P. Morgan and/or its officers or employees, 
irrespective of whether or not such communication was given at your request. J.P. Morgan 
and its affiliates and employees do not provide tax, legal or accounting advice. You should 
consult your own tax, legal and accounting advisors before engaging in any financial 
transactions. 
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Risks, Considerations and Additional Information

There may be different or additional factors which are not reflected in this material, but 
which may impact on a client’s portfolio or investment decision. The information contained 
in this material is intended as general market commentary and should not be relied upon in 
isolation for the purpose of making an investment decision. Nothing in this document shall 
be construed as giving rise to any duty of care owed to, or advisory relationship with, you or 
any third party. Nothing in this document is intended to constitute a representation that any 
investment strategy or product is suitable for you. You should consider carefully whether 
any products and strategies discussed are suitable for your needs, and to obtain additional 
information prior to making an investment decision. Nothing in this document shall be 
regarded as an offer, solicitation, recommendation or advice (whether financial, accounting, 
legal, tax or other) given by J.P. Morgan and/or its officers or employees, irrespective of 
whether or not such communication was given at your request. J.P. Morgan and its affiliates 
and employees do not provide tax, legal or accounting advice. You should consult your own 
tax, legal and accounting advisors before engaging in any financial transactions. Contact your  
J.P. Morgan representative for additional information concerning your personal investment 
goals. You should be aware of the general and specific risks relevant to the matters 
discussed in the material. You will independently, without any reliance on J.P. Morgan, make 
your own judgment and decision with respect to any investment referenced in this material.

J.P. Morgan may hold a position for itself or our other clients which may not be consistent 
with the information, opinions, estimates, investment strategies or views expressed in this 
document. JPMorgan Chase & Co. or its affiliates may hold a position or act as market 
maker in the financial instruments of any issuer discussed herein or act as an underwriter, 
placement agent, advisor or lender to such issuer. 

References in this report to “J.P. Morgan” are to JPMorgan Chase & Co., its subsidiaries and 
affiliates worldwide. “J.P. Morgan Private Bank” is the brand name for the private banking 
business conducted by J.P. Morgan.

If you have any questions or no longer wish to receive these communications, please 
contact your usual J.P. Morgan representative.

predictions of future events


