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ECONOMY AND RESEARCH <<

HISTORIC MONETARY POLICY DECISIONS AND THEIR IMPLICATIONS FOR SWITZERLAND
The removal of the exchange rate floor on 15 January came as a shock to the whole world. Although
it was already clear at the time the exchange rate floor was introduced in September 2011 that it
would be a temporary measure, many operators were proceeding on the assumption that the floor
would remain in place for as long as inflation in Switzerland continued to be low and until after the
eurozone crisis had ended. Due to the weak economic development in the eurozone, it could no
longer be assumed that the franc would once again lose value against the euro, thus by itself
 rendering the exchange rate floor irrelevant. A core issue for the future of the Swiss economy will
be the level at which the value of the franc settles over the coming weeks and months.

The pressure has been stepped up since December due to the impending further easing of mone-
tary policy by the European Central Bank (ECB), uncertainty in the run-up to elections in Greece as
well as the rouble crisis. Following several rounds of easing, the euro lost 10 per cent of its value in
trade-adjusted terms. Without doubt, these developments contributed to the decision by the Swiss
National Bank to remove the currency floor and to increase the interest rate differential with the
eurozone by charging negative interest.

THE ECB’S HISTORIC DECISION
Due to deflation within the eurozone for the first time in five years and reduced inflation expecta-
tions, on 22 January, the ECB decided to expand its securities purchasing programme, which has
been in place since September 2014. A decision was taken to buy asset-backed securities (ABS) and
covered bonds in order to increase bank lending and boost capital market based corporate finan-
cing in Europe. The ECB has now decided that it will also purchase government bonds issued by
 eurozone countries. The ECB has thus expanded the purchasing programme to around 60 billion
euros per month, starting from March 2015 until at least September 2016. However, it may continue
for longer if inflation does not pick up. Overall, the ECB intends to dedicate 1.1 trillion euros to the
bond programme.

The ECB intends to buy bonds with a maturity of between two and thirty years, and the amount of
bonds acquired from each country will be aligned with the proportion of shares held by national
central banks in the ECB. This does not apply to Greece and Cyprus, the bonds of which can only be
acquired as long as these countries abide by the terms of the bail-out programme, on account of
poor assessments by the rating agencies. In order to keep potential losses from debt haircuts to a
minimum, it was also decided that the national central banks should hold most assets purchased
in any given country. Overall, the value of government bonds with the maturities advised by the
ECB totals around four billion euros, in addition to a good 4 trillions euros of potential bonds from
supranational institutions.

In taking this action, the aim of the ECB is to bring inflation back to the inflationary target of below
but near to two per cent. This should be achieved first by re-establishing inflation expectations,
and secondly by stimulating the economy in order to prevent a deflationary spiral. Inflation expec-
tations responded swiftly to the ECB decision and increased somewhat.
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It remains to be seen how exactly the real economy will react to the quantitative easing. In principle,
the opportunity costs of lending should be reduced due to the lower returns on government bonds.
Banks should thus have a greater incentive to lend to businesses. In addition, due to the negative
deposit rate at the ECB, it will become more expensive for banks to hold on to liquidity. This means
that the banks will have a further incentive to grant further loans using the additional liquidity, or
to invest that liquidity in riskier assets nationally and abroad. This should enhance the capital basis
of eurozone banks whilst also maintaining pressure on the euro. This means that, initially, the franc
should only be subject to minor downward pressure against the euro.

THE OVERVALUED FRANC AND THE IMPLICATIONS FOR SWITZERLAND
Although over the course of the last few decades the franc has continued to appreciate in nominal
terms against a basket of 41 currencies of trade partners, at the same time the inflation rate in
Switzerland has on the whole been lower than in partner countries (see G 1). This means that,
 despite long-term fluctuations, the real effective value has remained relatively stable – leaving
aside the crisis years in the 1970s and those following the economic and financial crisis. During
 periods of international crisis, which are also characterised by capital flight, it has become almost
traditional for the Swiss franc to increase in value significantly when adjusted for inflation. We are
currently going through such a phase once again: following the shock of the removal of the floor,
the real value of the franc has been higher than ever. The shock caused by the appreciation has
been extraordinary even for Switzerland. In terms of purchasing power parity, the franc is clearly
overvalued with a  value of around one franc to the euro, and needs to be able to devalue over the
medium to long term.

The question is what effects a continuing strong
franc will have on the Swiss economy. A KOF survey
has shown that the effect of “exchange rate shocks”
is heavily dependent upon the sector of origin. For
instance, it will hardly come as a surprise that the
tourism sector will become significantly less com-
petitive. Industrial companies focusing on exports
will likewise be heavily affected and are  expecting
significant falls in turnover. On the other hand,
 effects of this kind are significantly more lim ited in
the construction industry. Even though many busi-
nesses are able to counter the negative effect by
importing input services, according to our most recent forecast, the Swiss economy will enter into
recession during the summer semester of this year if the exchange rate remains close to parity.

In the short term, the exchange rate shock will have a strong impact, above all on exports. However,
thanks to a favourable international environment, with time these will gradually return to growth.
Nevertheless, the currently subdued prospects will result in significantly more reduced investment
than was assumed until a short time ago. Although private consumption will hold up initially due
to the gain in purchasing power, over time, spending by private households will fall due to increa-
singly stagnating income levels and less favourable labour market conditions. Eventually, the falls
in profits and incomes will also have a downward effect on public finances. Overall, it is expected
that  significantly fewer jobs will be created than over the last few years. It is even expected that
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jobs will be lost in export-oriented sectors. The unemployment rate is forecast to increase to 4.1 per
cent in 2016, a very high level for Switzerland.

The decision by the SNB came in the wake of those taken by the US and UK central banks and
started with the winding down of the emergency measures, whilst the ECB has now proclaimed a
full-blown state of monetary emergency. Following a “period of calm”, lasting for three and half years
under the protection of the exchange rate floor, during which it was able to digest the previous
period of sharp appreciation, the Swiss economy will once again have to deal with exchange rate
fluctuations, which may be significant. If the franc remains close to parity, many firms will be confron-
ted with major challenges. They will once again have to subject themselves to drastic measures
and adapt to the new conditions. The question is ultimately: how quickly will they be able to do this? 

THE EFFECT OF THE FREE MOVEMENT OF PERSONS REGIME ON 
MIGRATORY FLOWS IN SWITZERLAND
A chapter in the KOF Study on the bilateral free movement agreements between Switzerland and
the EU concludes that the Free Movement of Persons (FMP) has pushed up immigration figures for
Switzerland by an annual 10,000 to 15,000 persons aged between 15 and 64 in the period 2002 to
2012. Hence, one fifth to one quarter of the high net immigration figures in this age bracket (total
annual average of 57,000 people between 2002 and 2012) is due to the freedom of movement
 regime. The evolving, successful and increasingly interlinked Swiss economy also contributed
 towards higher immigration figures. It is also noteworthy that immigration shifted away from
third countries to the EU/EFTA countries.

Based on the total population, immigration figures for Switzerland are currently higher than for
any other OECD country. Annual gross immigration of 1.6 per cent resulted, and still results, in
 resentment towards the free movement regime among the resident population. This study investi-
gates the fundamental quantitative effect of FMP on migration to and from Switzerland.

ANSWERING A RARELY RESEARCHED QUESTION
The authors Thomas Bolli, Jörg Schläpfer and Michael Siegenthaler utilise a so-called gravity model
to evaluate the determinants of migration flows. Migration decisions are explained by so-called
push and pull factors. Push factors relate to the attractiveness of the country of origin, for instance
in terms of unemployment or tax rates, while pull factors describe the attractiveness of Switzer-
land in terms of economic, cultural and political aspects, such as a common language or network of
migrants from the same country of origin.

The researchers have calculated the systematic correlation between explanatory factors and
 migration flows using the official figures on immigrants swelling the ranks of permanent Swiss
 residents. In this context, they focus on the 15 to 64 years age bracket, which makes up around 
85 per cent of all immigration into Switzerland. The data refer to the years 1995 to 2012 and include
43 countries of origin.
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In order to identify the effect of free movement on immigration, the authors exploit variations in
the introduction of FMP. Firstly, the agreement was introduced gradually in individual groups of
countries and, secondly, it also entered into force at different times in the different groups. The
 calculations are thus based on hypothetical comparison of the immigration balance with an alter-
native scenario in which there is no full freedom of movement. The counter-factual scenario com-
pares the migration balance of countries that introduced full FMP with the migration balance of
the same countries before 2002, with the same countries under conditions of restricted FMP and
 finally with the migration balance of countries that have not concluded any agreement on free
 movement with Switzerland at all.

According to the model estimates, the Agreement on Freedom of Movement of Persons increased
immigration to Switzerland by 15 to 64-year old EU27/EFTA citizens by an annual 16,300 to 26,300
persons. The favoured estimate is 24,200 persons.

IMMIGRATION FIGURES FROM THIRD COUNTRIES DECLINE IN FAVOUR OF EU IMMIGRATION
A central factor in assessing the impact on net immigration is the shift within the countries of
 origin that resulted from the free movement of persons regime. It was, after all, a declared aim of
the agreement to give immigrants from the contracting countries priority over those from third
countries. The calculations suggest that 40 to 50 per cent of the additional EU27/EFTA immigration
arising from FMP are compensated by lower immigration from third countries.1 Furthermore, accor-
ding to the latest KOF estimates, the Agreement on Free Movement of Persons has had a minor
 effect on emigration – at least until now. This may be due to the fact that the average length of
 residence has increased and the available data will only show the impact of the FMP on emigration
in a few years’ time.

All in all, the estimates provide evidence that an additional 10,000 to 15,000 persons net in the 15 to
64 years age bracket immigrated to Switzerland annually in the period 2002 to 2012 thanks to the
Agreement on Freedom of Movement of Persons. This is the equivalent of a fifth to a quarter of all
net immigration in this period. According to KOF estimates, other global and Swiss trends explain
the remaining percentage of the immigration flow. The study shows that increasing economic and
political globalisation, changes in tax rates and Switzerland’s excellent economic and employment
trends compared to many other countries have had a statistically confirmed impact on the level of
immigration into Switzerland. In addition, growing internationalisation of recruitment in compa-
nies through increased Internet use, changes in tax rates and structural changes exacerbating the
lack of qualified domestic employees have also driven up immigration.  

The full study (in German) is available on our website: 
http://kof.ethz.ch/de/publikationen/p/kof-studien/ >>

1) This figure was calculated by adding a variable that assumes the value of one as soon as full free movement of persons applies to the
EU-15 / EFTA states. A negative coefficient was estimated for this variable, which is consistent with the concept that the Agreement of
Free Movement of Persons discriminates against immigrants from third countries. The second approach restricts observations to the
EU / EFTA states. The coefficient for FMP then shows a significantly greater impact of the Agreement.
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INTRODUCING A TAX ON CAPITAL GAINS LARGELY MITIGATES THE 
EFFECTS OF THE THIRD CORPORATE TAX REFORM, CTR III
In the context of the CTR III, the introduction of a tax on (private) capital gains has been brought
into the discussion. What effects would this kind of tax cause on GDP, investments, consumption
and tax revenues? A new KOF anaylsis gives some hints.

Over the past years, Switzerland has been under increasing international pressure to abandon the
tax privileges granted by the cantons to highly mobile firms, so-called special purpose companies
(SPC). The cantonal tax regimes explicitly discriminate between domestic and foreign revenue
(“ring fencing”), which has been identified as a harmful and not acceptable practice by the EU and
OECD. In reaction to the increasing pressure, Switzerland is currently elaborating a new series of
corporate tax reforms (CTR III). In its latest version, the reform contains five core measures: the abo-
lition of the cantonal tax regime for special purpose firms, the introduction of a license box, the
 reduction in the cantonal corporate tax rates, an allowance for excessive equity capital, and a tax
on (private) capital gains. This contribution focuses particularly on the economic effects of the last
element, i.e. the introduction of a tax on capital gains.

Under the current tax system, private capital gains are largely tax exempt. According to the latest
reform proposal, capital gains should become subject to the personal income tax. However, a
 distinction is made with regard to capital gains arising from firm ownership, which benefit from an
imputation rate of 30 per cent at the federal and cantonal level, and capital gains that accrue to other
type of assets. These are not eligible for any tax privilege. Overall, the reform implies a substantial
increase of the tax burden on capital income at the personal level.1 Using a dynamic computable
general equilibrium model calibrated for the Swiss economy, we simulate the effects of the taxation
of capital gains as proposed in the CTR III. The simulation results are presented in Table 1. The first
 column of Table 1 reports the effects arising from the CTR III including all elements except of the tax
on capital gains. 

Copyright © ETH Zürich, KOF Swiss Economic Institute, 2015

KOF Bulletin
No. 82, February 2015  

Table 1: Economic Effects of Different Reform Scenarios (change in %)

CTR III CTRIII+CGT (med) CTRIII+CGT (top)

GDP 0.902 0.046 -0.651

Investment 2.318 0.116 -1.617

Employment 0.225 0.012 -0.163

Consumption (short-run) -0.112 0.611 1.03

Consumption (long-run) 0.821 0.428 -0.013

Tax Base SPC -17.36 -17.36 -17.36

Tax Revenues SPC 9.785 9.785 9.785

Tax Revenues SPC (in bn. CHF) 0.503 0.503 0.503

Budget Effect2 short-run (in bn. CHF) -3.111 -1.017 0.014

Budget Effect2 long-run (in bn. CHF) -1.418 -0.195 0.564

Welfare in % of HH Wealth 0.535 0.498 0.326

Welfare in % of GDP 0.306 0.285 0.187

© KOF, ETH Zurich
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1) For a taxpayer who is subject to the maximum tax rate (36.6 %) the tax burden on capital income increases from around 4.9 and 9.7
per cent on corporate and unincorporated equity to 17.2 and 12.8 per cent, respectively.
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As shown in column 1, implementing the CTR III without a tax on capital gains reduces the share of
profits shifted abroad by 17.4 per cent. 2 Due to the decrease in the cantonal tax rate (of almost 6%-
points on average), the revenue shortfall is 3.1 billion Swiss francs and causes a slight decrease of
 private consumption shortly after the reform. However, due to positive effects on output (+0.9 %),
investment (+2.3%) and employment (+0.2%), the revenue shortfall is reduced to 1.4 billion Swiss
francs and consumption increases by 0.82 per cent in the long run, i.e. after the reform induced (eco-
nomic stimulus) has unfold. The overall welfare effect of the reform, as measured by the present
 value of the equivalent variation, is positive. 

To put the results into perspective, an abolition of the special tax regimes in isolation (i.e. without
the decrease in cantonal tax rates and the introduction of the allowance for excess equity capital)
would induce SPCs to significantly shift profits outside of Switzerland. The tax base of SPC would
drop by 71 per cent. As a consequence, tax revenues collected from these firms would drop by almost
38 per cent, which corresponds to a shortfall of revenues of around two billion Swiss francs for the
 government.

Column 2 assumes that the CTR III also includes a tax on capital gains. This scenario assumes a
 median taxpayer facing a marginal tax rate of 21 per cent. Comparing column 1 and 2, it becomes
 evident that the capital gains tax does not influence the amount of profit shifted abroad but offsets
largely the positive effects on output, investment and employment stimulated by the other reform
elements. While the effects on GDP and employment are brought down to almost zero, the effect on
investment is halved. The short run effect on consumption becomes positive but the long run posi-
tive effect is lower compared to a situation in which no tax on capital gains is introduced. Finally, the
overall welfare effect is positive, but lower than without the taxation of capital gains. In the last
 column, the same scenario as in column 2 is explored, but it is assumed that capital gains are mostly
realized by high-income taxpayers who face a top marginal tax rate of 36.6 per cent.

The results in column 3 show that the taxation of capital gains more than offsets the positive effects
arising from the other reform elements (see column 1) and hence leads to negative effects on the
real economy – but not necessarily on welfare. The reduction in total output amounts to 0.65 per-
cent. Investments decline by almost 1.6 per cent and employment drops by 0.16 per cent. While the
effect on short-run consumption remains positive, the long-run consumption level falls below its
 initial value. The short-run benefit of higher consumption is sufficient to sign the welfare impact of
the reform positive. Nevertheless, the welfare effect is smaller compared to the case where the
 reform is implemented without a capital gain tax.
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2) That is, column 1 considers the introduction of a license box combined with a reduction of six percentage points of the cantonal profit tax
and an allowance for excess equity capital.
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IMPACT OF EXCHANGE RATE SHOCKS ON FIRMS: SURVEY RESULTS
KOF has researched the impact of a change in the CHF-EUR exchange rate floor – as introduced by
the Swiss National Bank in September 2011 and recently repealed – on the turnover and costs of
Swiss firms. This impact was assessed with the help of survey based impulse response functions.

KOF’s analysis is based on a survey among close to 900 firms in all manufacturing, construction
and services sectors, which was carried out while the exchange rate floor was still effective. The
firms were asked how their performance figures (turnover, costs) would be affected if the exchange
rate went up from CHF 1.20/Euro to CHF 1.10/Euro.

According to the results, the beneficial impact of lower costs, caused by declining import prices
 following the appreciation, is limited. Turnover declines more significantly than costs and the
slump in profits is, in some cases, substantial. The impact tends to vary considerably across firms
and sectors: As regards the expected turnover decline, manufacturing has a stronger negative reac-
tion than the service sector and the construction industry. At the same time, manufacturing firms
expect the most significant decline in costs due to lower import prices.

In the service sector, the hotel and catering industry is among those that expect the most substan-
tial loss of turnover, while machine producers, car suppliers and metal producers are among the
manufacturers that expect the greatest impact. In the chemical and pharmaceutical sector, the
 expected effect also tends to vary: while chemical firms are significantly affected by the exchange
rate shock, pharmaceutical firms, on average, expect a minor change in turnover. All in all, the
 exchange rate shock shaves off a considerable portion of expected profits. The anticipated decline
in profits is substantially higher in manufacturing than among service providers, which, with the
exception of the hotel and catering industry, does not expect major losses in profits. 

With the help of econometric analysis, common variables can be determined independent of the
sector. The  results show that a higher percentage of exports to the eurozone leads to a significant
reduction in anticipated turnover, and a higher percentage of imports from the eurozone and the
rest of the world to a significant decline in expected costs. A trade surplus at the firm level genera-
ted with the eurozone and the rest of the world results in a stronger decline in expected profits due
to the  repeal of the exchange rate floor.

METHODOLOGY:
Survey-based impulse response functions integrate elements in (company) surveys. MDs and
 financial directors are confronted with scenarios containing macroeconomic shocks. All other
economic framework conditions are kept constant. With macroeconomic shocks being assessed
 independent of other economic factors, the impact of such shocks can be represented over time in
the form of impulse responses.

KOF Working Paper No. 371, “How are firms affected by exchange rate shocks? Evidence from survey
based impulse responses”.

http://kof.ethz.ch/en/publications/p/kof-working-papers/371/ >>
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KOF INDICATORS <<

KOF BUSINESS SITUATION INDICATOR: BUSINESS SITUATION HAS BARELY CHANGED
The business situation for Swiss companies barely changed in January. The Business Situation Indi-
cator thus remains roughly on the level it has maintained since the autumn. However, at the start
of last year – in January 2014 – the business situation was assessed more positively by companies
than at present. Since almost 94 per cent of surveys were completed prior to the removal of the
 exchange rate floor, the results of the survey essentially reflect the assessments of businesses prior
to this event.

Construction companies and project engineering
offices report a more positive business situation
(see G 2). The other service providers and retailers
also are more likely to report a positive business
situation. It remained almost stable in the manu-
facturing industry, whilst worsening slightly for
 financial service providers and wholesalers. The
 situation has deteriorated further in the hotel and
catering sector, where it was already tense.

With the exception of Central Switzerland, the
business situation improved in all the major regi-
ons of the FSO (Federal Statistics Office) (see G 4).
Whilst Ticino only made small progress, signifi-
cantly more companies in the Lake Geneva region
report a good business situation than before. The
Espace Mittelland region made up remarkable
ground. Here, the business situation is estimated
only slightly less favourable than in the most posi-
tive regions of Central Switzerland, East Switzer-
land, North West Switzerland and Zurich.

EXPLANATION OF GRAPHS
Graph G 3 shows the KOF business situation for all
economic sectors covered by the survey. For econo-
mic sectors that are only surveyed quarterly, the
business situation is kept at the same level during
the intervening months.

Graph G 2 shows the business situation and the current change in the situtation. The monthly
 surveys highlight the changes compared to the previous month. The quarterly services report the
changes in the most recent quarter compared to the previous quarter. The quarterly values are not
changed in the intervening months and are only updated in the first month of each quarter.
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Graph G 4 reports the business situation in the
major regions according to the Federal Statistics
 Office. The regions are highlighted in different
 colours depending on the business situation. The
 arrows within the regions indicate the change in
 situation compared to the previous month. For
 example, an upward arrow means that the situa-
tion has improved compared to the previous month.

The KOF Business Situation is based on more than
6,000 responses from companies in Switzerland.
Companies in the industrial, retail, construction
and project engineering sectors as well as financial
and insurance services are surveyed on a monthly
basis. Companies in hotel and catering, wholesale and  other services are surveyed every three
months  during the first month of a quarter in each case. Companies are asked to assess their current
 business situation, amongst other things. They can rate their situation as “good”, “satisfactory” or
“bad”. The final result for the current business situation is obtained from the difference in the
 percentages of “good” and “bad” responses.

Further information regarding the KOF Business Tendency Surveys is available at: 
www.kof.ethz.ch/en/surveys/business-tendency-surveys/ >>

KOF ECONOMIC BAROMETER: FURTHER DECREASE
The KOF Economic Barometer decreased by 1.8 points to a value of 97 in January 2015. After the
 indicator had hardly changed at the end of 2014, it now falls a little further below its long-term
average (see G 5). Of the 217 variables that comprise the indicator, 180 are drawn from the KOF
business surveys. In the surveys completed in January, nearly 94 per cent of the participants
 responded previous to the repeal of the currency floor by the Swiss National Bank. Because the
 policy change of the National bank probably came as a surprise for many companies, the January
figure of the KOF Barometer reflects the new situation to a very limited extent only. However, the
KOF Barometer would have also declined if only the responses that were given before the repeal
of the Swiss francs lower limit had been taken into account. Therefore, the KOF Economic Barometer
 indicates that the climate for the Swiss economy is getting rougher.

The hotel and catering sector and the manufacturing sector, in particular, are responsible for the
decline of the KOF Barometer. In manufacturing, primarily the prospects in the textile industry and
mechanical engineering and, to a lesser extent, in chemistry worsened. In addition, the internatio-
nal indicators generally show deterioration in the export prospects of Swiss companies. The varia-
bles from the construction sector and consumption, which have tended to develop positively, cush -
ioned the decline in the Barometer. The banking sector is almost stable. In January, especially the in-
dicators regarding the competitive situation have given in. But also  export expectations, the
planned purchase of intermediate goods, inventories and capacity utilisation indicate a less favou-
rable development. On the positive side, however, are the indicators regarding backlog of orders
and the assessments of the general business situation.
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KOF ECONOMIC BAROMETER AND REFERENCE SERIES
The KOF Economic Barometer is a composite lea-
ding indicator for the Swiss economy. The latest
version comprises 217 indicator variables, which are
combined based on statistically determined
weights. The indicator variable selection and their
weights are updated annually after the release of
the previous year’s annual Gross Domestic Product
(GDP) data by the Swiss Federal Statistical  Office.
This year’s revision took place in October. Our new
reference series is the smoothed con tinuous
growth rate of Swiss GDP according to the new
 System of National Accounts ESVG 2010,  released
at the end of September 2014.

More information about the KOF Economic Barometer on our website:
http://www.kof.ethz.ch/en/indicators/economic-barometer/  >>

FURTHER KOF PUBLICATIONS
You will find a complete list of all KOF publications (KOF Analyses, KOF Working Papers and KOF
Studies) on our website.

http://kof.ethz.ch/en/publications/  >>

KOF ECONOMIC FORECAST 
How much GDP growth does the KOF expect for this year? How will the labour market develop? You
find the latest KOF Economic Forecasts here:

http://kof.ethz.ch/en/media/press-releases/k/winter-economic-forecasts/1204/2015/01/update_forecast/ >>
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AGENDA <<

KOF EVENTS
CER-ETH / KOF Lecture:
Durability of Coalitions and Governments

Professor David Baron, Stanford University
ETH Zurich, 25 February 2015

KOF Research Seminar:
tba

Mathieu Parenti – Université Catholique de Louvain
ETH Zurich, 25 February 2015
Sandra Eickmeier – Deutsche Bundesbank
ETH Zurich, 9 March 2015
Kurt Schmidheiny – University of Basel
ETH Zurich, 18 March 2015
Jose Mata – Universidade Nova de Lisboa
ETH Zurich, 25 March 2015
Camille Landais – London School of Economics
ETH Zurich, 29 April 2015
David Tripe – Massey University
ETH Zurich, 9 June 2015

www.kof.ethz.ch/en/events/k/kof-research-seminar/  >>

KOF-ETH-UZH International Economic Policy Seminar:
The Effects of Fiscal Policy in an Estimated DSGE Model: 
The Case of the German Stimulus Packages during the Great Recession

Oliver Holtemöller, University of Halle-Wittenberg
ETH Zurich, 19 February 2015

The Persistent Effects of Place-based Policy – Evidence from the West-German Zonenrandgebiet
Maximilian von Ehrlich, University of Bern
ETH Zurich, 12 March 2015

tba
Philippe Bacchetta, University of Lausanne
ETH Zurich, 19 March 2015
Gary Coop, University of Strathclyde
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TABLES – KOF Winter Forecast 2014

         

SWITZERLAND

Real Gross Domestic Product by Type of Expenditure

2005- 2014 2015 2016

2013 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Private consumption 1.7 0.5 1.1 2.1 2.2 2.3 2.3 1.9 1.7 1.7 1.6 1.4 1.5 1.1 2.1 1.7

Public consumption 1.1 -0.1 0.6 3.1 3.7 2.3 0.3 -0.6 0.8 2.5 2.1 0.9 1.0 1.5 1.7 1.3

Gross fixed capital formation 2.0 0.4 0.6 0.5 0.4 0.1 1.6 2.5 3.3 4.0 3.8 2.8 2.4 0.9 1.0 3.3

– Construction 1.4 1.1 0.0 -0.4 -0.4 -1.3 -0.9 -0.3 1.3 2.5 2.2 1.8 2.1 1.3 -0.6 1.6

– Machinery and equipment 2.3 -0.1 1.1 1.0 0.8 1.1 3.3 4.3 4.5 4.9 4.9 3.3 2.6 0.7 2.0 4.3

Exports of goods (1) and services 4.0 -1.1 2.7 5.7 6.4 5.2 4.7 3.6 4.8 6.0 4.6 4.3 5.1 3.4 5.0 4.8

– Goods 3.6 5.0 7.2 6.5 5.5 4.0 4.0 5.1 6.7 6.5 4.8 5.3 6.0 4.6 5.0 5.7

– Services 3.7 0.2 -1.3 1.9 6.4 6.6 5.5 3.8 2.9 3.8 4.6 4.6 4.0 2.6 4.2 4.0

Imports of goods (1) and services 3.6 0.5 0.5 1.9 2.7 3.7 3.7 3.9 5.2 5.5 5.0 4.3 4.6 1.7 3.3 4.8

– Goods (1) 3.0 3.0 2.5 2.7 3.1 3.1 3.0 4.1 5.5 5.4 4.7 4.4 4.6 2.0 3.7 4.8

– Services 5.2 -2.0 -3.8 -2.2 3.0 4.4 4.2 4.9 4.5 4.9 5.2 5.1 4.4 0.9 2.4 4.8

Change in stocks (2) 0.2 2.8 0.6 -1.8 -2.2 -0.7 -0.1 0.4 -0.4 -1.3 -0.3 0.3 -0.2 0.5 -0.8 -0.4

Gross Domestic Product (GDP) 2.1 1.8 1.7 1.9 2.0 1.8 2.0 2.0 2.1 2.2 2.2 2.2 2.2 1.9 1.9 2.1

(1) Without valuables (i.e. precious metals including non-monetary gold, precious stones and gems as well as objects of art and antiquities) 
(2) Percentage contribution to GDP-growth

Other Macroeconomic Indicators

2005- 2014 2015 2016

2013 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Real effective exchange rate of Swiss 
Franc (1)

1.3 1.7 -0.2 -3.7 -2.2 -2.4 -0.5 -2.7 -0.5 -3.6 -1.4 -4.0 -0.9 0.4 -2.0 -2.2

Short term interest rate ((3-month Libor 
CHF) (2)

0.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Yield of 10 years federal bonds (2) 1.9 1.0 0.8 0.6 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.7 0.5 0.5

Consumer prices (3) 0.5 0.0 0.1 0.0 -0.1 -0.2 -0.2 -0.2 0.1 0.4 0.6 0.5 0.6 0.0 -0.1 0.5

Full-time equivalent employment (4) 1.4 0.8 0.5 0.6 0.9 1.0 1.0 1.1 1.1 1.1 1.2 1.2 1.1 0.8 0.9 1.1

Unemployment rate  (2,5) 3.0 3.2 3.2 3.2 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.2 3.2 3.1 3.1

(1) Annualized
(2) Level
(3) Same quarter of previous year
(4) Smooth components annualized
(5) Unemployed as percentage of labour force according to census of 2010

GLOBAL ECONOMY

2005- 2014 2015 2016

2013 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Real Gross Domestic Product (GDP)

– OECD total 1.4 1.1 1.6 1.9 1.9 1.9 2.1 2.3 2.2 2.1 2.1 2.0 1.9 1.8 2.0 2.1

– European Union (EU-28) 0.9 1.6 0.9 1.2 0.6 1.2 1.5 1.8 1.8 1.9 1.9 1.7 1.7 1.3 1.3 1.8

– USA 1.5 -2.1 4.6 3.9 2.7 2.9 2.9 2.9 2.8 2.8 2.7 2.6 2.5 2.3 3.1 2.7

– Japan 0.7 5.8 -6.7 -1.9 3.6 1.4 1.6 2.3 1.6 1.1 1.1 1.1 1.1 0.2 1.0 1.4

Oil price ($ per barrel) (1) 84.8 107.9 109.8 102.1 79.7 70.0 70.3 70.7 71.0 71.4 71.7 72.1 72.4 99.9 70.5 71.9

(1) Level
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