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Foreign Economic Policy Report 2010 

1 World trade during the financial and economic crisis 
– the repercussions for Switzerland as a  
business location  

World trade suffered an unprecedented decline at the end of 2008 and the be-
ginning of 2009 in the wake of the financial crisis. Switzerland, as an economy 
with a strong international focus, was also hard hit. However, it was relatively 
lightly affected compared to other countries. 

The present main feature topic of the 2010 Foreign Economic Policy Report 
gives an insight into the extent of the record slump in world trade in 2008/2009, 
as well as offering possible explanations and analysing the position of Swiss 
foreign trade in 2009. The advantages and disadvantages of the sectoral and 
geographical structure of the Swiss export sector are also examined. A summary 
of Switzerland's economic performance in 2010 is subsequently given. The chap-
ter concludes with a recapitulation of the most important events and economic 
policy conclusions.  

1.1 An unprecedented decline in world trade 

In mid-2007, the speculative bubble in the US residential property market burst.  
This triggered the worst financial crisis since the «Great Depression» of the 1930s. 
The collapse quickly assumed a global dimension as it spread through the interna-
tionally interdependent financial system. During the course of 2008, the crisis began 
to have an increasingly marked impact on the real economy. World trade was par-
ticularly badly hit at the end of 2008 and the beginning of 2009. The massive decline 
in export activity significantly hindered growth in many developed countries. On 
average, advanced economies saw the biggest fall in GDP (3,2 %) since the Second 
World War. That is why most international institutions and many other observers 
use the term «Great Recession» to describe 2009, just as the 1930s were known as 
the era of the «Great Depression». Switzerland registered a decline in GDP of 1,9 %, 
the largest annual fall since 1975. Nevertheless, Switzerland's drop in economic 
output was considerably less pronounced than that of many of its European 
neighbours, for example. Although the financial crisis originated in industrialized 
countries,  developing countries did not escape the economic and financial crisis 
unscathed. Growth weakened significantly in these countries. However, their aver-
age GDP growth remained in positive territory (+2,5 %), despite large regional 
differences. Many developing countries are strongly dependent on demand emanat-
ing from industrialized countries, and some emerging markets face immense macro-
economic challenges as they attempt to place their budgets on a more solid footing. 

Government revenues dropped in the wake of the crisis, and many countries boosted 
public spending in order to support the economy. Government budget deficits there-
fore rose rapidly, as did the debt burdens of numerous countries. In many countries 
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the financial crisis was soon followed by a public-sector debt crisis, although the 
crisis cannot be held solely responsible1. Numerous countries saw their public deficit 
(measured in terms of GDP) pass the ten percent mark in 2009. The austerity meas-
ures introduced in response to the debt crisis will probably be particularly noticeable 
in 2011 and 2012 and can be expected to have an impact on global demand and thus 
on world trade over the next few years. 

This chapter focuses on the consequences of the financial crisis on world trade 
during 2009. The first part describes the repercussions of the crisis on world trade as 
a whole. Possible explanations for causes of the collapse in world trade are then 
proposed. The third part discusses the trend in exports and imports during 2009 in 
relation to a number of selected countries. The focus is on the decline in Switzer-
land's foreign trade. Next, advantages and disadvantages for Switzerland of the 
sectoral and country structure of the Swiss export sector in 2009 are analysed and 
Switzerland's competitiveness in 2009 – the crisis year – is assessed. Switzerland's 
economic performance in 2010 is then summarized. Finally, the results are collated 
and economic policy conclusions drawn.  
1.2 Trend in world trade in 2009 

World trade suffered an unprecedented decline at the end of 2008 and the beginning 
of 2009 in the wake of the financial crisis. Overall, exports fell by 22 % worldwide 
in 2009. In just a few months in the first half of 2009, trade decreased by over 30 % 
year on year. Ever since world trade figures have been recorded on a monthly basis 
(beginning in the early 1960s), the biggest falls for any period of a few months had 
never exceeded about 10 %. The contraction in world trade was thus three times 
greater than the sharpest declines ever recorded in the past. 

  

1 See IMF; World Economic Outlook, April 2010, chap. 1, p. 9. 
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Figure 1 

Trend in global nominal goods exports in US dollars (1965–2010), level (2000 = 
100) and rates of change (in %, annualized)   
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1.3 Possible explanations for the collapse in world trade 

There are many reasons for the massive decline in world trade. However, three main 
factors can be identified2. The first and most important reason is the decline in 
demand caused by the recession in many countries. Falling consumer spending and 
investment were accompanied in many countries by a big slowdown in import 
demand, which in turn led to a corresponding drop in global exports. 

A second, exacerbating reason for the marked decline in world trade can be found in 
the increasing international fragmentation of production processes. This meant that 
the decline in global demand had a significantly stronger impact on world trade. 
Owing to the global fragmentation of production processes, the abrupt fall in global 
demand for end products necessarily resulted in a decrease in orders placed with 
manufacturers of intermediate goods in other countries. In consequence, exporters at 
all production levels and from different countries were directly affected by the drop 
in demand. This may be illustrated using the car industry as an example: if demand 
for new cars stagnates, it is not only the end producers that are hit by the decline in 
demand, but also the suppliers of semi-manufactured goods, a significant proportion 

  

2 See e.g. WTO, World Trade Report 2010. 
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of whom are based in other countries. They have to cut their production. As a conse-
quence the trade in semi-manufactured goods declines. The decline in household 
demand thus leads to a fall in exports at several processing stages.  

During the financial crisis of autumn 2008, a third element was added to these 
general consequences of the recession for international trade in goods and services: a 
pronounced credit squeeze in the area of trade financing. In many export businesses, 
there is a time lag between the manufacture of the goods in the country of origin and 
payment for the goods by the importer. In order to reduce the risk of payment de-
fault, banks are often involved as intermediaries. The importer's bank incurs pay-
ment obligations against the exporter's bank in the form of credit facilities. In the 
wake of the financial crisis, not only did most banks experience a shortage of liquid-
ity generally, but they also had less faith in their counterparties being able to meet 
their obligations, so they cut back on credit facilities. At the same time, the turmoil 
on the international financial markets had a direct impact on world trade through the 
imposition of tighter financial conditions on importers and exporters. Since develop-
ing countries enjoyed only restricted access to the international capital markets even 
before the crisis, they were particularly hard hit by this development. As part of the 
measures taken to combat the crisis, the World Bank and the regional development 
banks supported trade in goods and services by means of their trade financing in-
struments. However, the development banks are now reaching their statutory lending 
limits. If these banks are to continue to fulfil their mandate in the future, they will 
require capital increases. 

There was no credit squeeze in Switzerland in the area of export financing. Never-
theless, tension on the interbank market3 led to Swiss exporters having to deposit 
more collateral in order to obtain export credits. To counteract these negative devel-
opments, the Confederation mandated Swiss Export Risk Insurance (SERV) to 
introduce additional measures to facilitate access to financing, starting in May 2009 
and lasting until the end of 20114. 

Although a large number of protectionist measures were brought in globally during 
the crisis, so far they are not comparable in scope with those introduced following 
the global economic crisis of the 1930s. The lessons learned from the 1930s is one 
explanation for this; another is the way the multilateral legal frameworks set up by 
the WTO have limited the opportunities for its member states to take protectionist 
action. State interventions therefore had a relatively small impact on world trade.  
  

3 An interbank market is a financial market through which banks supply one another with 
unsecured short-term money. 

4 These measures include working capital insurance, bond guarantees, refinancing guaran-
tees and letter of credit confirmation insurance. 
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1.4 Foreign trade of Switzerland and its most important 

export and import partners 

1.4.1 Exports 

The downturn in trade was noticeable in all regions of the world during  2009. 
However, not all economies were affected to the same extent. Of the groups of 
countries considered in this section, Japan (-23,4 %) and Italy (-18,9 %) recorded the 
biggest falls in exports. By contrast, South Korea and Ireland emerged from the 
crisis relatively unscathed as far as exports were concerned. Switzerland posted a 
9,8 % drop in exports, which placed it towards the middle of the ranking.  

Figure 2 

Real rates of change in exports of goods and services by Switzerland and its 
most important trading partners (in %, 2009)   
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Sources: Eurostat, SECO  
There are several reasons why the Swiss export sector was less affected than many 
of its competitors during 2009. According to an analysis by SECO5, the range of 

  

5 For more detailed information see the study entitled «Die Constant Market Share–
Analyse der Exportanteile der Schweiz» 
http://www.seco.admin.ch/themen/00374/00459/00462/index.html?lang=de. 
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products offered by Switzerland’s exporters was a decisive advantage for mercantile 
trade in particular. 

Since the start of the new millennium, the main focus of Swiss exports has shifted 
increasingly towards the chemical and pharmaceutical industry. In 2009, this sector 
of the economy accounted for over 40 % of all Swiss goods exports. Since Switzer-
land was able to maintain exports in the chemical and pharmaceutical industry at 
much the same level as in the previous year (–2,7 %), the goods structure of Swiss 
exports made a sizeable contribution to preventing Switzerland's exports from fal-
ling as sharply as those of other countries (see Table 1). 

As Table 1 shows, Swiss exports in the goods category «processed agricultural 
goods» also remained at a similar level to the previous year (–2 %). This develop-
ment is chiefly attributable to the sustained increase in exports of portion capsules 
for coffee machines. With a share of 4,1% of all Swiss exports, the support provided 
by this goods category was nevertheless modest compared with exports by the 
chemical/pharmaceutical industry.    

Table 1 

Nominal growth rates of exports from Switzerland and the world by product 
group (in %, 2009)   
Product group6 

 

Switzerland's export 
share by product group 
2009 (in %) 

Growth rate 2009 (in %) 

Switzerland World 

    

Unprocessed agricultural goods   0,1   –3,6 –10,8 

Processed agricultural goods   4,1   –2,0 –11,0 

Energy   3,0 –21,6 –39,1 

Chemicals & pharmaceuticals 43,5   –2,7 –14,7 

Metals & machinery 27,7 –24,9 –23,6 

Precision instruments 15,3 –15,6 –11,0 

Textiles, clothing & shoes   2,3 –18,8 –14,1 

Other   4,1 –19,8 –17,2 
     
Source: SECO calculations based on Comtrade data 

Compared with other countries, the fact that Swiss goods exports are less oriented 
towards the goods categories «metals and machinery» and «energy» also worked in 
Switzerland's favour. This meant that Swiss exporters were less exposed to the 
severe crisis in the markets for metal products, cars and energy sources than many of 
their foreign competitors.  

Compared with the advantageous product range, the geographical sales structure of 
Swiss exports appears to have played a lesser role in mitigating the consequences of 
the crisis for Switzerland. 

Switzerland's main sales market is the EU. In 2009, 58,1 % of Swiss exports went to 
EU-15 countries (see Fig. 3). Switzerland's strong trading links with EU-15 coun-

  

6 Customs groupings using constant market share analysis. 
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tries is hardly surprising. Trade with countries that share a border is usually more 
intensive than with countries that are further away geographically, partly because the 
cost and duration of goods shipments are comparatively small.   

Figure 3 

Geographical distribution of exports from Switzerland, the EU-15 countries 
and the world (in %, 2009)   
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Source: SECO calculations based on Comtrade data  
Although trade between countries within a region tends to be more intensive than 
that between regions, in a period of increasing economic interdependence it is help-
ful to compare the geographical distribution of Swiss exports with the global desti-
nation structure. This illustrates the extent to which Swiss exports are oriented 
towards growth markets. 

In crisis year 2009, total imports to the EU-15 countries plummeted (–22,8 %, see 
Table 2). Imports to other regions (Japan, the English-speaking world7, Latin Amer-
ica and the «Rest of Europe» region8), in which Switzerland is relatively under-
represented compared with the global average, declined even more strongly. Swiss 
exporters were therefore less affected by the crises in these markets, since they were 
less exposed to these regions. As Asia – a region that was relatively unscathed by 
the crisis – was also under-represented as a sales market for Swiss products com-
pared with worldwide exports, the geographical structure of Switzerland’s exporting 

  

7 The «English-speaking world» region includes: the USA, Canada, Australia and New 
Zealand. 

8  The «Rest of Europe» region includes the rest of the EU-27 countries as well as the 
European countries outside the EU. 
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industries had a slightly negative effect on Swiss exports overall, according to 
SECO's calculations. 

However, it should be noted that Switzerland’s exporters are better positioned in 
Asia than their EU-15 counterparts.  

Table 2 

Nominal growth rates of exports from Switzerland and the world to the desti-
nation regions (in %, 2009)   
Destination regions Geographical distribution of 

Swiss exports 2009 (in %) 
Growth rate 2009 (in %) 

Switzerland World 

    

China   3,1   –4,6   –8,0 

Rest of EFTA9   0,5 –23,6 –21,2 

English-speaking world 12,4   –9,7 –25,5 

EU-15 58,1 –15,0 –22,8 

Far East10   5,6   –9,6 –17,0 

Japan   3,8     9,3 –23,5 

Latin America   2,9 –14,2 –26,1 

Rest of Europe   6,7 –24,5 –35,5 

Switzerland – – –18,1 

Rest of world   6,9 –11,5 –17,8 
     
Source: SECO calculations based on Comtrade data  
SECO's analysis also shows that Swiss exports performed better than could have 
been expected in the crisis year 2009, given the structure of Switzerland’s exporting 
industries. This is surprising if one considers the extent to which the Swiss franc 
appreciated in the period under review. It must therefore be assumed that non-price 
factors such as quality or technical advances, which often go hand-in-hand with less 
price-sensitive demand, contributed to reducing the negative impact of the exchange 
rate on Switzerland's competitiveness in terms of price in 2009, and to supporting 
Switzerland's export performance. 

As part of the efforts to stabilize the economy, extra export promotion measures 
were also introduced in the fields of trade financing and of information and consul-
tancy services for SMEs, all of which helped support exports. The framework condi-
tions for Swiss exports to other countries were also improved, thanks to the agree-
ments on free trade and economic partnership with Japan and the FTA with Canada 
that came into force in 2009. The agreement with Japan is Switzerland's most sig-
nificant FTA economically speaking since the one signed in 1972 with the European 
Community.  
  

9 The «Rest of EFTA» region includes Norway and Iceland. 
10 The «Far East» region consists of the ASEAN countries (Brunei, Cambodia, Indonesia, 

Laos, Malaysia, Myanmar, Philippines, Thailand, Vietnam and Singapore) plus South Ko-
rea, Hong Kong, Taiwan and Macau. 
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1.4.2 Trend in imports 

In terms of imports, Russia recorded the biggest decline. In 2009 the country's 
imports fell by 35 % compared to 2008 (Fig. 4). Spain and Japan also saw large 
drops in imports. Switzerland, whose imports declined by «only» 5,9 %, led the 
group of countries that supported the global economy during the crisis. This was 
because the decline in Swiss demand for foreign goods and services was considera-
bly smaller than the decline in demand for Swiss products from abroad. 

One decisive factor in keeping Switzerland's imports so stable was domestic de-
mand, which remained robust even during the crisis – as was evident from the sus-
tained expansion in private consumer spending. The immigration of well qualified 
EU citizens to Switzerland also played a part in supporting consumption. Further-
more, targeted measures on the labour market (the extension of short-time working 
to eighteen months, unemployment benefit) helped private consumption remain 
steady. Nevertheless, the upward trend in the Swiss franc is likely to have slowed 
the decline in imports: the stronger the franc, the lower the cost of goods from 
abroad.   

Figure 4 

Real rates of change in imports of goods and services by Switzerland and its 
most important trading partners (in %, 2009)   
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Sources: Eurostat, SECO    
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1.5 Impact of foreign trade on GDP of Switzerland and 
selected countries in 2009 

In order to assess the impact of foreign trade on economic performance, it is necessary 
to examine the contribution made by foreign trade (exports minus imports) to GDP 
growth. According to what is known as the «final expenditures compilation», GDP is 
taken to be the sum of consumer spending by private households and the state, invest-
ment spending (including changes in inventories) and export revenues minus expendi-
ture on imports. The contribution made by foreign trade to growth therefore becomes 
more negative as exports perform worse in comparison with imports. These GDP 
growth contributions (GCs) are shown in Figure 5 for Switzerland and a number of 
European countries. Since the decline in Swiss imports was considerably less marked 
than for exports, foreign trade made a strong negative growth contribution to GDP 
performance. This  negative foreign trade contribution needs to be put into perspective, 
however, because it is chiefly attributable to the below-average decline in imports. As 
has already been mentioned, the latter primarily reflects the stable domestic demand in 
Switzerland that has supported the economy. Switzerland therefore posted «only» a 
moderate 1,9 % decline in GDP in 2009, despite the negative foreign trade contribu-
tion.   

Figure 5 

GDP growth contribution (GC) by trade balance of selected countries 

(in %, 2009) 
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Sources: Eurostat, SECO 

Figure 5 shows that for most of the countries listed, trade figures did not play a 
decisive role in the fall in economic output. The other components of GDP (con-
sumption and investment) were far more significant factors. Some countries, espe-
cially Spain and Greece, actually saw foreign trade make a positive contribution to 
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GDP. This was despite the fact that neither of these countries registered a positive 
trend in goods exports or goods imports by European standards. The crucial factor 
was that in both these countries, which traditionally post high trade deficits, demand 
for imports fell much more sharply than exports.  
1.6 Trends in 201011 

In many countries, the second half of 2009 saw the beginning of an economic recov-
ery that continued in the first half of 2010. The extensive economic policy measures 
implemented to combat the crisis played a decisive role here, particularly the very 
expansionary monetary policies and economic stimulus programmes introduced by 
governments in many countries. In the wake of the economic upturn, world trade 
picked up significantly (by around 25 % year on year in the first half of 2010), 
although it did not return to pre-crisis levels. 

The Swiss economy was also able to swiftly overcome the previous year’s recession. 
GDP growth proceeded briskly in the first three quarters of 2010. Unlike most 
OECD countries, Switzerland had already made up for the recession-related decline 
in economic output by the middle of 2010. Positive economic momentum and con-
tinuing robust domestic demand accompanied the recovery in exports, which have 
picked up substantially since bottoming out in the second quarter of 2009. 

In the first nine months of 2010 (January to September), Swiss goods exports rose 
by 7,5 % year on year. In terms of sales markets, exports to Asian emerging coun-
tries and to South and North America recorded above-average performance in the 
first nine months (increases of between 12 and 15 %), whereas the most significant 
export market – the EU – lagged behind (4 %). This apparently owed less to ex-
change rate movements – which usually start to take effect only after a certain time 
lag – than to international differences between the economies of fast-growing 
emerging markets and those of less dynamic industrialized countries. 

From a sectoral point of view, most goods categories made positive progress in the 
first nine months of 2010. An exception was the clothing industry, which saw ex-
ports continue to decline markedly. Exports from the metal industry and the watch 
industry posted particularly strong growth (at least 20 % in each case). The two 
export heavyweights, chemicals/pharmaceuticals (7,5 %) and mechanical engineer-
ing (6,6 %), also demonstrated pleasing – although less spectacular – progress.  
However, the recovery has not made equal progress in all sectors: while chemical 
and pharmaceutical exports are already over the crisis and have now surpassed pre-
crisis levels, the same is not yet true of the mechanical engineering industry, since it 
had suffered a much bigger decline. 

In contrast to the gratifying recent figures, the outlook for foreign trade over the next 
few months and in 2011 is noticeably less encouraging. Based on past experience, 
the strength of the Swiss franc (against many currencies and not just the euro) is 
likely, after a time lag of several quarters, to hold back export growth significantly. 
Furthermore, the outlook for the global economy – another key factor influencing 
exports – appears relatively restrained, since the financial and debt crisis in the EU 
and the USA in particular is likely to go on having an effect for some time. The 

  

11 Figures for the last quarter of 2010 will be added to section 1.6 at the end of January 
2011. 
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slowdown in exports now emerging will probably have a noticeable impact on 
Switzerland's GDP, especially in 2011.  
1.7 Conclusion 

The 2008/2009 economic crisis brought many years of booming global trade to an 
abrupt halt. Swiss exporters, too, were dealt a serious blow. However, they were hit 
less badly than their peers. This situation is partly explicable by the advantageous 
sector breakdown of Switzerland’s export industry. Chemicals and pharmaceuticals 
in particular gave a major boost to exports. Moreover, Switzerland was able to 
remain competitive despite the appreciation of the Swiss franc.  Non-price factors 
such as quality and technical advances seem largely to have compensated for the 
loss of price competitiveness in 2009. The export promotion measures introduced as 
part of the federal government's stabilization package also benefited Swiss export-
ers. However, more precise details of the effect of the stabilization measures cannot 
be given until the measures have been properly evaluated. The completion of this 
process is scheduled for the end of 2011. 

On the imports side, Switzerland posted a decline of «only» 5,9 %, which put it in 
the group of countries that supported the global economy during the crisis. Excep-
tionally robust domestic demand made an important contribution here. Thanks to 
stable domestic demand, Switzerland recorded only a moderate 1,9 % fall in GDP in 
2009.  
1.8 Economic policy conclusions 

1.8.1 Trade policy conclusions 

The export performance of a medium-sized trading nation such as Switzerland is 
primarily determined by global demand. At a time when demand is collapsing dra-
matically throughout the world, as observed in 2009, the Swiss government has only 
limited opportunities to compensate for the drop in exports by means of a financial 
policy aimed at stabilizing the economy. Switzerland is not able to stimulate foreign 
demand for Swiss products directly. The monetary policy decided by the Swiss 
National Bank is far more significant for the success of the Swiss export economy 
since it influences the exchange rate, which in turn is a crucial factor affecting the 
price competitiveness of Swiss companies on international markets. Since the prin-
cipal aim of monetary policy is to achieve domestic stability, whereas the exchange 
rate is also determined by what happens abroad, the exchange rate can be influenced 
from within Switzerland only to a limited extent. 

A second important element in improving the framework conditions for Swiss 
exporters is expanding the FTA network. However, since negotiating an FTA is a 
lengthy process, this type of instrument only tends to bear fruit over the medium to 
long term. The agreement on free trade and economic partnership with Japan that 
came into force in 2009, and the FTA with Canada, nevertheless gave some support 
to Swiss exports even during the crisis. It is worth noting that Swiss exports to Japan 
and Canada rose in 2009 despite the crisis (by +9,3 and +1,9 % respectively year on 
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year), whereas global imports to these countries fell sharply (-23,5 to Japan and 
-21,7 % to Canada) 12. 

The Bilateral Agreements on agriculture are integral components of FTAs. Switzer-
land's current agricultural policy means that it has only limited scope for negotiation 
in the agricultural sector. Concluding FTA negotiations – particularly with countries 
that are economic heavyweights – requires a balance of interests to be achieved with 
negotiating partners over all sectors in terms of market access obligations. This 
applies multilaterally – i.e. under the aegis of the WTO – as much as in bilateral 
negotiations. Depending on the negotiating partner involved, this may mean that 
Switzerland has to submit a proposal regarding agriculture which makes allowances 
for export interests considered important by the other side. Only then can it achieve 
a negotiating result capable of preventing discriminatory treatment of Swiss export 
interests. This has been achieved in negotiations to date. However, further conces-
sions on agriculture may be needed in future negotiations with countries that have 
significant agricultural export interests and represent important export markets for 
Switzerland, including China, Russia and the MERCOSUR countries (Argentina, 
Brazil, Paraguay, Uruguay) in order to obtain satisfactory market access in the 
industrial and services sector. The future development and structuring of Swiss 
agricultural policy therefore needs to take account of the international framework, 
including both bilateral talks and multilateral negotiations at the WTO. 

The future development of the Swiss export sectors will largely be determined by 
the development of the international economic situation. Since the stimulus provided 
by economic programmes is likely to gradually lessen while at the same time nu-
merous countries will act to reduce their high budget deficits, the global economy is 
expected to lose momentum. This will probably have a negative impact on the 
prospects for Swiss exports. The appreciation of the Swiss franc against the euro and 
other currencies (such as the US dollar), which was more pronounced in 2010 than 
in 2009, will also hit the price competitiveness of Swiss exports. Since past experi-
ence indicates that chemical and pharmaceutical products – the key goods categories 
– react relatively weakly to exchange rate fluctuations, the product range of the 
Swiss export economy should prove advantageous in the near future. 

In terms of the geographical sales structure of Swiss exports, SECO's analysis shows 
that a stronger orientation towards dynamic emerging countries, especially in Asia, 
would be worthwhile. This would not only have a positive impact on Switzerland's 
exports but would also strengthen the export industry's resilience by increasing its 
diversification further. 

In the circumstances it would appear to be advantageous for Switzerland, geographi-
cally speaking, to continue to align its free trade policy towards partners in regions 
experiencing dynamic growth. On the multilateral front, Switzerland is actively 
participating in efforts to bring the WTO Doha Round to a successful conclusion. 
Switzerland is expecting further trade liberalization under the auspices of the WTO 
to result in improved market access to the one hundred or so markets with which no 
FTAs have been concluded. Given the uncertainty surrounding the conclusion of the 
WTO Doha Round, however, FTAs have a decisive role to play in maintaining and 
improving access to foreign markets, especially in the near future. EFTA negotia-
tions are currently in progress with India and Hong Kong. In addition, EFTA is 
preparing for free trade negotiations with Indonesia and is working on a feasibility 

  

12 Source: Comtrade. 
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study for an FTA with Vietnam. Furthermore, Switzerland is preparing to negotiate 
with China over a bilateral FTA. The two countries expect this to have a positive 
impact on exports and economic growth.  
1.8.2 Initial lessons drawn from the crisis in terms of eco-

nomic policy and outlook 

The events of the latest crisis confirm that continual fine-tuning of the economy is 
no substitute for a long-term policy oriented towards growth and stability. Econo-
mies with a stable macroeconomic framework – including low inflation, a structur-
ally balanced budget, low debt levels and a healthy property market – withstood the 
latest crisis significantly better. Moreover, the economic support packages imple-
mented in 2008 and 2009 raised questions about how solvent countries actually are, 
as well as highlighting the risk that some may not have sufficient room for manoeu-
vre in terms of monetary and financial policy to cope with the next crisis. 

Fortunately, Switzerland is one of the countries that came through the last recession 
relatively well by international standards. The free movement of persons was one 
important factor here: during the economic crisis of the 1970s, the number of for-
eigners working in Switzerland fell sharply, aggravating the drop in demand. By 
contrast, the free movement of persons has supported overall demand in recent years 
and thus prevented an even more pronounced recession. 

Switzerland has also learned important lessons from previous crises. For instance, 
fundamental reforms were implemented during the crises of the 1970s and especially 
the 1990s. The introduction of unemployment insurance in the mid-1970s made a 
significant contribution to strengthening the automatic stabilizers of financial policy, 
as evidenced by the stable consumption patterns seen in the latest crisis. The financ-
ing mechanism for unemployment insurance has similar aims. Actually applying this 
in practice illustrates the importance of achieving surpluses, rather than simply a 
balanced result, in good years for the economy. The federal budget achieved sur-
pluses of this kind from 2006 onwards thanks to the fiscal rule «debt brake» ap-
proved by voters in 2001 and implemented in 2003. On the other hand, decisive 
action was needed on the monetary policy front, owing to the occurrence of a singu-
lar event – the collapse of the interbank market. The singular nature of this event and 
the scope of the monetary policy interventions required have now rendered it par-
ticularly difficult to find a monetary exit strategy that does not turn active monetary 
intervention into a source of new distortions and undesirable developments in the 
property market, or interfere with exchange rates. 

To ensure that Switzerland is well placed macroeconomically to face another reces-
sion in the future, further reforms are needed in individual sectors of the economy. 
Action must be taken to improve infrastructure. The ageing population and the extra 
burdens that will be placed on healthcare in the coming years also pose major chal-
lenges. Since Parliament rejected the 11th AHV (social security) revision in October 
2010 following years of preparatory work, the question arises of how to place the 
requisite welfare provision on a sound financial footing. These challenges will have 
to be tackled within the framework of the federal government's growth policy. 


