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Negative interest has partially restored original
interest rate differential with other currencies

POLICY RATES

B
1.5

1.0

058

0.0

2011

2012 2013 2014 2015 2016 2007

SNB —— ECB

1 23.03.2017 The SNB' Invesiment policy and Its distinclive features | Andr2a M. Maechier | © Swiss Natonal Bank

SME BNS <=

Bourcey. Bloomberg SHE

= ~2016# F FEEHER R BV - IeRADS EFLEBRBPFeh

(-)p 2 ERASI K FRABOIFEEL  HHFL L F - 402010
FHERABAS  CARIARITATLEAB A 2

ST 4

(= )2016 &~ &7

ﬂ%arg,t ﬁgg:fgo

T AR
ﬁ ri/uLFm"—& g]Bﬂ Il ﬁ]’/‘f\’ﬂ' ijg_r ‘“ »\f{ﬁ\

PRETMEF i (R LY DM T -

?FE A A7) o 24p AT AT 2 A b 2016 E B B R

o L

< e

BRI F A A LR - oL S

3&]@_;};? o pL ok 5 B Aﬁ%}gﬁ—ﬂ?iﬁf%%m”i N



P H D S oo 1 H r:bf;é_'?]‘% ’ ig%ﬁi%}mﬂ R4 .
(Z )BT 2 AR el L 01T g@R LB HE

3]
=

Dlud

SR PEARRERGAE R VAR JUSA MR X
FRAKRMEEFT I oAy KRS £ 97 W < F 2 wRMY
R XA AR

W3R mE s 2016 £ 3 7%

Economic policy uncertainty increased substantially
in 2016

GLOBAL ECONOMIC POLICY UNCERTAINTY INDEX (GEPU)

Index; long-term average = 100
300

250
200
1580
100

60
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 20156 2016 2017

— GEPU Average since onset of global financial crisis
o B REERT R Bf‘f »SNB k@ % > A2 {70 & 2016 & F 3
BT OH- o SR B B 670 Rz AR o Apd 2015 & 9860 Ry AR o
T B o SNB RS R R B A s oo p
(4

FoamF A %) Wit L2016 % 60 FREBAESR LT RE 0 g0

i)

2015 # ¢ A RR(M 4 2 7 B UHBLIEFTEIP L - §5 e

Bropde b A ko g ONB Sl Sl MM AEFR R

(significantly overvalued) -



4: U REFR

Swiss franc still significantly overvalued

CHF REAL EFFECTIVE EXCHANGE RATE
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INFLATION IN SWITZERLAND CLIMBS ABOVE ZERO
Consumer price inflation
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Public sector capital flows show that the SNB has
taken on risks from the private sector
PUBLIC AND PRIVATE CAPITAL FLOWS
Net and in percent of annual GDP
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Strong growth in the SNB’s balance sheet
as a direct result of monetary policy

BALANCE SHEET DEVELOPMENT
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Assets

In CHF millions
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31.12.2016 31.12.2015 Change
Gold holdings 39 4003 35 4667 +3 9336
Foreign currency investments’ 696 104 2 593 2341 +102 8701
Reserve position in the IMF 13412 16084 —-267.2
International payment instruments 4 406.2 4 707.3 —-3011
Monetary assistance loans 155.4 169.9 —14.5
Claims from Swiss franc repo transactions - - -
Swiss franc securities 39976 39724 +252
Tangible assets 3751 396.7 -216
Participations 1372 1355 +1.7
Other assets 5848 460.8 +124.0
Total assets 746 502.0 640 151.8 +1086 350.2

1 Includes, as at end-December 2016, cash received from repo transactions relating to the management of foreign currency
investments amounting to CHF 49.1 billion (end-2015: CHF 32.5 billion). The associated liabilities are included in the balance

sheet under foreign currency liabilities and result in an increase in the balance sheet total.

(- )20163@SNB?)§",& H’Ji\gé\:’ O & kKp %luﬂ‘*l?uﬁﬁ&l-&a' F =890

B0 5 6,920 @ W (& 2)- )P RARERF R 671 B

WMo 4 PR FH T A om 2016 & A E (foreign

19



ekl

exchange reserves) = 6,470 &y 48 » # BRI F 6, 960 Rz 28

Ak SO 'F‘ (repo # 17)490 By ket 5 - v 2015 # & = £ 860

BTY AR o

4 2:2016 & A SNBIE & f % 4

COMPOSITION OF CURRENCY RESERVES

In CHF billions

31.12.2016 31.12.2015
Gold reserves 39 35
Foreign currency investments 696 593
Less: associated liabilities' -49 -33
Derivatives
replacement values, net) 0 0
Total foreign exchange reserves 647 561
Reserve pasition in the IMF 1
International payment instruments 4 5
Total currency reserves 692 603

1 Liabilities from foreign currency rapo transactions,
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- ~ p 2@ % (Purpose and applicability)
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2 & R EE (il X 02 2004 £ 5o 2P
% 3:2016 & & SNB *F % & £ P twmit &
BREAKDOWMN OF FOREIGN EXCHANGE RESERVES AND
SwWISS FRANC BOND INVESTMENTS AT YEAR-END
2016 2015
Foreign CHF bond Foreign CHF bond
currency | investments currency | investments
investments investments
Currency allocation (in percent, incl. derivatives positions)
CHF 100 100
EUR 42 42
usD 33 32
JPY 8 8
GBP 7 7
CAD 3 3
Other! 7 7
Investment categories (in percent)
Investments with banks 0 0 -
Government bonds? B9 40 71 41
Other bonds?3 1 60 11 b9
Shares 20 18 -
Breakdown of fixed income investments (in percent)
AbA-rated* 61 75 61 72
Ah-rated? 25 24 24 27
A-rated® 11 1
Other 4 _
Investment duration {years) 4.2 8.3 41 7.7

1 Mainly AUD, CNY, DKK, SEK, SGD, KRW plus small holdings of other currencies in the equity portfolios.

58]

investments, also bonds issued by Swiss cantons and municipalities.
3 Government bondsz in foreign currency as well as bonds issued by foreign local authorities and
supranational organisations, covered bonds, corporate bonds, eto.
4 Average rating. caloulated from the ratings of major credit rating agencies.

PR R

Government bonds in own currency. deposits with central banks and the BIS; in the case of Swiss franc
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% 4:2002 3 2016 # SNBHRFHMFP w(e ¢t 2Bg - F FARRFX)

RETURN ON INVESTMENTS

Returns in percent

Currency reserves' CHF bonds
Total Gold Foreign exchange reserves Total

Total Return in

local currenoy

Exchange rate
return

2002 1.4 34 05 -9.1 105 10.0
2003 50 9.1 3.0 -0.4 34 1.4
2004 0.5 -3.1 2.3 -3.2 57 38
20056 1889 350 10.8 B2 LR 3.1
2006 6.9 15.0 1.9 -1.1 3.0 0.0
2007 101 216 3.0 -1.3 4.4 -0.1
2008 -6.0 -2.2 -8.7 -8.9 0.3 b4
2009 11.0 238 48 04 4.4 4.3
2010 -b4 16.3 -10.1 -13.4 38 3.7
2011 49 12.3 31 -0.8 4.0 b6
2012 23 28 2.2 -2.3 4.7 37
2013 -25 -30.0 0.7 -2.4 3.2 -2.2
2014 8.0 11.4 78 26 51 79
2016 -47 -1056 -4.4 -5.6 1.3 23
2016 38 11.1 33 -0.4 3.7 1.3
2012-2016* 1.3 -4.4 1.8 -1.7 3.6 25
2007-20162 20 43 0.0 -3.3 35 3.2
2002-2018° 34 6.5 1.2 -2.8 4.2 33

1 In this table, they correzpond to gold and foreign exchange reserves, excluding IMF Special
Drawing Rights.
2 Awverage annual return over 5, 10 and 15 years.

(22016 & *h 2§ ¢ chig 5 2 B R R RF S & B 5 1L5%9. 2%( &
5) o

(=)2005 5] 2016 & * %2 & T sodpmi s % 1. 1%
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b : gk & 51 eneh B JF PV K

RETURNS ON FOREIGN EXCHANGE RESERVES,

Returns in percent

IN SWISS FRANCS

Total Bonds Shares
2005 108 10.6 246
2006 19 1.3 11.1
2007 3.0 33 0.6
2008 -87 -3.1 -449
2009 4.8 37 204
2010 -10.1 -11.0 -28
201 3.1 40 -6.8
2012 22 0.8 12.7
2013 0.7 -24 204
2014 78 6.9 12.7
20156 -4.4 -h.2 0.6
2016 33 1.6 9.2
2006-2016" 1.1 07 28

1 Average annuel return over 12 years.

FAFSHHIEL HERFTEE A2 FRREFFERARRGE

() F % Egd chFE ALY 51 R EFEEF £ 52005 4952 FI%
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He g o2 § &eny JUAPM I > RISEA 0 27448 o
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W10 %gd PREF L ERB P 2016 #:H20% FX & RIApHT™ "
GROWING DIVERSIFICATION OF FOREIGN EXCHANGE RESERVES

2012 2013 2014 2015 2016 2017
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% 6:2016 # SNB4f & % M dm¥tit 2015 & 3 g &

Income statement for 2016

In CHF millions

ltem no. 2016 2015 Change

in Notes
Net result from gold 39337 -4 1629 +8 096.6
Net result from foreign currency
positions 1 19 365.8 —19943.0 +39 308.8
Net result from Swiss franc positions 2 15675 12450 +3225
MNet result, other 136 1.6 +2.0
Gross income 24 880.6 -22849.3 +47 729.9
Banknote expenses —74.2 —-86.9 +12.7
Personnel expenses —160.6 —157.7 -29
General overheads —-130.6 —-117.6 —-13.0
Depreciation on tangible assets -38.8 -39.0 +0.2
Annual result 24 476.4 -23 250.8 +47 727.0

% 7:2014 3] 2016 & SNB ¢t =% i=(foreign currency position)4f ¥ P iw

TR R 2016 2015 2014
Interest income (14 4z »>) 8311.6 7817.9 7736
Price gain/loss on interest-bearing Paper 1084.0 -5108. 8 8733.1
and instruments (f ¥ 22 Apb 1 & ehip SR B/ § B4 %)

Interest expenses(f1 4 % *) 66. 9 -9.3 -20.8
Dividend income( % i 2992. 6 2176.5 1795.4
Price gain/loss on equity securities and instruments 8613. 3 1621.0 4447.0
(LR 5 DEARE]/ FRIFL)

Exchange rate gain/loss(®#jx & /3f %) -1675. 9 -26419. 9 11811.3
Asset management, safe custody and other fees -26.6 -20.3 -14.4
(FASm mH@degr)

Total 19365. 8 -19943. 0 34487, 7

(Z)iE2 35# %5 h'st SNBEMPFT e L h 'G5+ 0t & 424 80%(H
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Ml 23e I HPNBRTL BB LD ST

Exchange rate fluctuations by far the greatest
risk for the SNB's investment performance

RISK DECOMPOSITION OF
FX RESERVES

1980-2015

100%
80%
60%

40% >~ Currency risk (83%)

20%

0%
W USD Other currency risks
EUR B Interest rate risk
B GBP Share price risk
JPY

7 31.03.2016 Investment policy in times of high foreign exchange reserves | Andréa M. Maechler | © Swiss National Bank
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» Comments on the SNB’s monetary and investment policy by Thomas J. Jordan,
Chairman of the Governing Board of the Swiss National Bank,28 April 2017

~ Speech on SNB’s investment policy and its distinctive feature by Ms. Andrea
Maechler, Member of the Governing Board of the Swiss National Bank, 23
March 2017

~ Speech on SNB’s investment policy in times of high foreign exchange
reserves by Ms. Andrea Maechler, Member of the Governing Board of the
Swiss National Bank, 31 March 2016

« SNB 47 (2015 ~ 2016 )

~ SNB & x- © www.snb.ch
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