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Economic Growth

9 Economic activity expanded by 3% in
2010 but has slowed towards 2% this
year.

1 Growth has been primarily driven by the
private sector with investment spending
being a particularly important driver.

9 Private consumption has grown at a 1%-
2% pace through the past two years.

1 Real investment spending rose by 8% in
2010 before growth slowed towards 5%
this year. As a percentage of GDP, real
investment is very high.

1 Firms have apparently been running
down stocks rapidly and inventories
have made a negative contribution to
GDP growth.

9 Export growth resumed as the euro area
and Swit zer tradimggdrteerso
recovered. Net exports made a positive
contribution to GDP growth.

Consequences of Economic Growth

9 Switzerland has returned to running the
large current account surplus that it had
attained before the 2008/09 recession.

1 Firms have reported a rise in the rate of
capacity utilisation that was nearly as
fast as its drop in the recession.
Capacity utilisation is now a little above
its historical average.

9 Employment has accelerated again and
grew by 1%-2% during 2010 and the
first half of 2011.

9 Helped in part by temporary cuts in
working hours, the unemployment rate
rose only moderately in the recession.
At 3% it is very low compared to other
developed economies.
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Real GDP
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Sep-10 Dec-10 Mar-11 Jun-11

Consume 1.7 17 11 13
Govt 0.4 01 -0.7 2.3
Invest 6.5 8.4 8.3 4.5
Stocks* 14 -03 -20 -1.2
Exports 4.6 7.6 9.9 3.0
Imports 8.3 8.9 7.2 0.6
GDP 2.8 2.9 2.6 23

* Stocks are contribution to
growth
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Inflation

9 Consumer price inflation has been
pulled lower by the strong Swiss franc.
Inflation has below the cent r al
target despite high food and oil prices.

9 iCoreod inflation is even lower and has
declined towards zero.

1 The moderating impact on inflation of
Swiss Franc strength is visible at the
consumer as well as the producer level.

1 Wage inflation decelerated sharply in
2010. Wages have been unchanged
during the past year.

1 Labour productivity has accelerated as
economic growth has resumed. This
contained unit labour costs which have
declined in the past twelve months.

Government Policy

91 The recession caused a fall in tax
revenues and rises in government
expenditure but the government avoided
sizeable budget deficits.

9 Government debt has been declining in
recent years and, at 45% of GDP, is low
by international standards.

9 The financial position of the government
could be worse than these figures
suggest if banking losses were to lead
to a fall in its assets, via its fbad banka

1 The Swiss National Bank lowered the
target range for LIBOR to 0%-0.75%
during the recession. The SNB recently
dropped the range to 0.0%-0.25% to
counter CHF strength. Real short-term
interest rates are around zero.

1 The Swiss franc has appreciated
dramatically in recent months and the
SNB has taken action to counter this
unwanted tightening. In addition to
lowering interest rates, the SNB has
intervened aggressively in foreign
exchange markets.

Other Developments

1 Construction investment  is not
exceptionally buoyant but house price
appreciation is faster than the SNB
believes is warranted.

9 Oil prices are less of a dominant
influence on the Swiss terms of trade
than those in other countries.
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