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"EURO VS. SWISS FRANC, THE PARITY IS GETTING CLOSER" 

 The Swiss franc appreciated strongly against the euro in October 

 Its fundamentals are numerous and powerful, structural and cyclical 

 While traders will cover their short positions, the SNB will increase its interventions  

 The SNB's objective is not to bring down the franc but to curb its appreciation 

 

 

 CHART OF THE WEEK: "More than 700 billion injected to limit the appreciation of the franc" 

 

FOREX MARKET ANALYSIS 

In the last 30 days, the Swiss franc appreciated against most of its counterparts and, in particular, the 

euro (see Fig. 2). There are two main reasons for this favourable development. First, the Swiss National 

Bank (SNB) stopped printing and selling francs on the foreign exchange market. Instead, after a very active 

September, during which it had injected more than CHF 15 billion according to our estimates, it took out 

about CHF 7 billion between 1st and 31 October (see Fig. 3). These purchases contributed to an increase 

in demand for the Swiss currency.  
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Fig. 2 – Swiss franc performance over one month Fig. 3 – Monthly SNB interventions 

   

 

Secondly, while inflation rose in Switzerland (+0.3% in October), it jumped three times as much in the 

Eurozone (+0.8%). As bond yields did not pass on this difference, the real yield differential became 

extremely favourable to the Swiss franc (see Fig. 4). This approach is one of the most effective for 

analysing and forecasting exchange rate developments. Today, it justifies an exchange rate between the 

euro and the franc of 0.96. 

 

Fig. 4 – EUR/CHF vs. Real yield differential  Fig. 5 – Speculative positions in CHF 
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If the SNB does not intervene in the coming weeks, the appreciation of the franc could even accelerate 

as speculative positions held by traders are heavily net short (see Fig. 5). To avoid exposing themselves 

to large losses, they will have to hedge their risks by unwinding part of their positions. These franc 

buybacks are likely to cause an acceleration of the recent trend.  
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Beyond these tactical elements, the Swiss franc has appreciated on average by 1.8% per year against 

the euro since the creation of the single currency in 1998. This performance even reaches 2.5% per year 

when extrapolating from the French franc, since 1974 and the transition to the floating exchange rate 

system. This observation is similar against most major international currencies.  

 

The fundamentals that give the Swiss franc an advantage are numerous and powerful. They justify its 

appreciation, both structurally and cyclically. 

▪ Switzerland's economic growth is based on companies with very high value-added activities. They 

benefit from low-competition situations, where pricing power is strong and margins are high. This is 

the case in the watchmaking and industrial sectors, and also in pharmaceuticals, chemicals and 

commodities trading. 

▪ The popularity of "Made in Switzerland" is such that its trade 

balance is strongly positive year after year. Switzerland is one of the 

very few developed countries to have a trade surplus with the 

world's factory: China. According to the accounting balance, 

Switzerland attracts foreign capital flows.  

▪ The unemployment rate is structurally low, ranging from 1.5% to 

4% depending on the economic cycle. This indicator is a sign of the 

quality of the education system, the adequacy of supply and 

demand in the labour market and the search for efficient relations 

between employers and employees. 

▪ Inflation in Switzerland is relatively low. For several decades, productivity gains, moderate wage growth 

and the strength of the Swiss franc have kept the general rise in prices in check. The price index is at the 

same level as in 2008, while it has risen by 17% in the Eurozone and 25% in the United States over the 

same period. According to Purchasing Power Parity (PPP), the lower the inflation in a country, the more 

its currency appreciates. And vice versa. In this way, goods and services are traded at equivalent prices 

around the globe.  

▪ This relative stability of prices allows interest rates to remain low or even negative. With small interest 

charges, companies and households do not hesitate to take on debt to invest, consume or purchase 

real estate. 

▪ The participatory political system facilitates important economic and strategic decisions. One of them, 

the debt brake rule, has made it possible to contain public debt at a level that would make the major 

developed countries jealous: 29% of Gross Domestic Product (GDP), compared to 102% in the 

Eurozone and 135% in the United States.  

▪ In line with this balance of public finances, Switzerland is one of the very few countries to have been 

awarded the top "AAA" rating by the major agencies Standard & Poor's, Moody's, Fitch and also the 

Chinese agency, Dagong.  

▪ As the Swiss franc is rightly considered a safe haven currency, it tends to appreciate during global 

economic, political or military crises. 
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▪ During the last crises (subprimes, European debt, Covid-19), the Swiss National Bank (SNB) had to 

print Swiss francs to buy foreign currencies, mainly euros. This money creation strategy is not 

intended to bring down the franc but to slow down its appreciation, to give Swiss companies time 

to adapt to this handicap in terms of international competitiveness. Since 2008, the SNB's foreign 

exchange reserves have increased 20 times, from CHF 46 billion to CHF 920 billion.  

▪ The Swiss franc tends to benefit from a stable and buoyant environment, with no competitive 

devaluation, major economic imbalance or political risk. Less anecdotally than it might seem, some 

20-cent coins dating back to the mid-19th century are still circulating, proving that the currency has 

lost very little of its purchasing power over the last 150 years. No other country can claim such a 

feat.  

▪ In the future, the franc could be one of the few currencies to retain its  credibility and benefit from 

the loss of confidence of economic agents in the major international currencies such as the dollar, 

the euro, the yen or the pound sterling. The states that issue these currencies are now issuing far 

too many of them, not to curb the appreciation of their currency like Switzerland, but to finance 

their public debts. The volume of treasury bills issued in these countries is such that institutional 

and private investors are no longer sufficient to finance them. Central banks have no choice but to 

become the buyer of last resort. This loss of independence of the major central banks should, in the 

long term, lead to higher volatility in currencies. 

 

 

Despite all these positive factors, there are some areas of concern that could temporarily weaken the 

Swiss franc:  

▪ In the short term, the Swiss National Bank (SNB) is expected to increase its interventions. The 

Swiss franc has appreciated rapidly in recent weeks and the SNB will try to stop this movement. In 

last September and June, the SNB had already injected CHF 16 billion and CHF 22 billion, respectively 

and according to our estimates, to weaken the Swiss currency. There is no doubt that a new 

intervention would allow the exchange rates between the euro and the franc to stabilise 

temporarily. 

▪ In the long term, the failure of negotiations with the European Union. Since 1992, Switzerland and 

the EU have been linked by more than a hundred bilateral agreements, negotiated over time: free 

movement of people, trade in goods, transport, agriculture, etc. These links represented more than 

just free trade, but less than membership of the Eurozone. They had become too numerous and too 

complex, a victim of their own success. The negotiations over the past seven years were aimed at 

defining a general agreement, so that Switzerland could continue to have access to the European 

single market while remaining outside the Union. However, on 26 May, the Federal Council 

unilaterally decided to end these negotiations. Since the European Union makes the signing of a 

framework agreement a condition for the conclusion of any new bilateral agreement on access to 

its market, the situation is not ideal. 
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Conclusion: 

The short-term momentum is very favourable for the Swiss franc and the unwinding of short positions 

held by traders could accentuate this buoyant trend. In the longer term, the vast majority of fundamentals 

point to an appreciation of the Swiss currency against most major international counterparts, including 

the euro. The strength of the franc will evolve in line with economic cycles, possible exogenous shocks 

and monetary policy decisions. Our econometric estimates already justify a EUR/CHF exchange rate 

fluctuating between 0.95 and parity, whereas it currently stands at 1.0540. 
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RETURN ON FINANCIAL ASSETS 

 

 

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 756.8         66.29 0.0% 6.2% 19.1% 16.9% 27.3%
USA (S&P 500) 4 683          67.90 -0.3% 7.8% 26.2% 18.4% 31.5%
USA (Dow Jones) 36 100       60.09 -0.6% 5.1% 19.8% 9.7% 25.3%
USA (Nasdaq) 15 861       65.72 -0.7% 9.7% 23.8% 45.1% 36.7%
Euro Area (DJ EuroStoxx) 484.7         72.50 0.2% 7.0% 24.8% 0.8% 27.3%
UK (FTSE 100) 7 348          62.69 0.7% 3.3% 17.5% -11.4% 17.2%
Switzerland (SMI) 12 516       73.82 1.6% 6.5% 20.3% 4.3% 30.2%
Japan (Nikkei) 29 777       56.77 0.0% 4.9% 9.5% 18.3% 20.7%

Emerging (MSCI) 1 285          57.59 1.7% 2.6% 1.5% 18.8% 18.8%
Brasil (IBOVESPA) 106 335     44.71 1.4% -5.2% -10.7% 2.9% 31.6%
Russia (MOEX) 4 117          42.80 -1.3% -3.2% 31.4% 14.8% 38.4%
India (SENSEX) 60 702       55.55 1.0% 0.8% 28.3% 17.2% 15.7%
China (CSI) 4 882          50.61 1.0% 0.2% -4.5% 29.9% 39.2%

Communication Serv. (MSCI World) 115.76       58.00 0.2% 3.7% 16.2% 24.2% 25.1%
Consumer Discret. (MSCI World) 426.4         64.10 -1.6% 8.7% 13.3% 37.0% 28.2%
Consumer Staples (MSCI World) 283.1         64.76 -0.2% 4.5% 8.0% 8.8% 22.4%
Energy (MSCI World) 194.4         46.51 -1.5% -0.9% 40.4% -27.7% 13.9%
Financials (MSCI World) 154.7         56.41 0.0% 3.5% 28.3% -3.1% 24.1%
Health Care (MSCI World) 359.8         56.29 0.1% 5.5% 14.7% 15.4% 23.3%
Industrials (MSCI World) 335.9         66.53 0.5% 6.5% 17.7% 11.8% 27.2%
Info. Tech. (MSCI World) 563.1         68.01 0.4% 10.6% 24.9% 46.2% 47.5%
Materials (MSCI World) 364.0         63.34 2.4% 4.6% 14.7% 21.6% 20.8%
Real Estate (MSCI World) 227.3         57.30 0.4% 4.0% 19.1% -5.7% 24.0%
Utilities (MSCI World) 154.0         48.39 -0.8% 3.2% 4.6% 4.8% 22.3%

Bonds (FTSE)
USA (7-10 Yr) 1.54% 50.22 -0.8% 0.8% -2.7% 9.3% 7.4%
Euro Area (7-10 Yr) 0.08% 53.33 -0.4% 0.7% -2.0% 4.5% 6.7%
Germany (7-10 Yr) -0.28% 61.11 0.0% 1.9% -1.8% 3.0% 3.0%
UK (7-10 Yr) 0.87% 55.79 -0.6% 1.8% -4.4% 5.4% 4.8%
Switzerland (7-10 Yr) -0.17% 49.40 -0.5% 0.6% -2.3% 0.4% 2.0%
Japan (5-10 Yr) 0.07% 53.12 -0.1% 0.2% 0.0% -0.1% 0.0%
Emerging (5-10 Yr) 4.62% 48.13 -0.8% 0.3% -2.1% 5.2% 13.3%

USA (IG Corp.) 2.26% 48.01 -0.8% 0.2% -1.1% 9.9% 14.5%
Euro Area (IG Corp.) 0.37% 54.87 -0.1% 0.3% -0.3% 2.8% 6.2%
Emerging (IG Corp.) 5.08% 44.97 0.5% 0.0% -2.5% 8.1% 13.1%

USA (HY Corp.) 4.23% 55.79 -0.4% 0.4% 4.7% 7.1% 14.3%
Euro Area (HY Corp.) 3.28% 55.89 -0.2% 0.3% 3.5% 2.3% 11.3%
Emerging (HY Corp.) 7.26% 41.59 -0.3% -0.4% -2.1% 4.3% 11.5%

World (Convertibles) 459.7         58.37 -0.3% 3.3% 7.4% 38.8% 17.3%
USA (Convertibles) 629.5         58.78 -0.2% 3.7% 9.4% 54.5% 22.8%
Euro Area (Convertibles) 4 164          61.15 0.1% 1.9% 1.2% 6.1% 7.6%
Switzerland (Convertibles) 186.0         47.73 -0.3% 0.0% -0.4% 0.5% 2.4%
Japan (Convertibles) 201.4         54.10 -0.2% 0.8% 3.6% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 719.9         77.31 n.a. 1.3% 8.6% 2.5% 9.3%
Distressed 956.7         70.97 n.a. 1.1% 12.6% 1.5% 1.4%
Event Driven 811.6         78.55 n.a. 1.7% 14.7% 3.1% 8.2%
Fixed Income 391.5         76.72 n.a. -0.3% 4.3% 2.2% 6.1%
Global Macro 1 197.3      70.30 n.a. 0.4% 9.3% 2.0% 10.4%
Long/Short 908.3         68.06 n.a. 0.6% 8.4% 3.6% 12.2%
CTA's 341.7         69.30 n.a. 3.9% 12.4% -3.2% 9.0%
Market Neutral 284.6         63.17 n.a. 0.5% 4.7% -0.1% 1.6%
Multi-Strategy 689.7         76.63 n.a. 0.4% 6.2% 1.4% 7.3%

Volatility
VIX 16.29         45.65 -1.2% -17.9% -28.4% 65.1% -45.8%
VSTOXX 16.14         41.61 -1.6% -22.2% -30.9% 67.5% -41.5%

Commodities
Commodities (CRB) 570.6         n.a. 0.5% 1.7% 28.6% 10.5% -1.9%
Gold (Troy Ounce) 1 862          69.44 2.1% 5.3% -1.9% 24.9% 18.3%
Oil (WTI, Barrel) 80.79         49.52 -1.4% 0.2% 66.5% -20.5% 34.5%
Oil (Brent, Barrel) 81.75         46.76 0.0% -1.4% 61.2% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 95.069       63.70 1.1% 1.2% 5.7% -6.7% 0.2%
EUR 1.1449       34.87 -1.2% -1.3% -6.3% 9.7% -2.2%
JPY 113.93       42.15 -0.6% 0.3% -9.4% 5.3% 0.9%
GBP 1.3414       36.05 -1.1% -2.5% -1.9% 2.8% 3.9%
AUD 0.7351       44.61 -1.0% -0.9% -4.5% 9.5% -0.4%
CAD 1.2533       42.63 -0.7% -1.3% 1.5% 1.8% 5.0%
CHF 0.9201       47.34 -0.7% 0.3% -3.8% 9.8% 1.4%
CNY 6.3807       64.40 0.2% 0.9% 2.3% 6.7% -1.2%
MXN 20.495       48.17 -0.7% -0.8% -2.8% -4.9% 3.8%
EM (Emerging Index) 1 734.6      55.17 0.2% 1.1% 0.9% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER 

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness , accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning risks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign excha nge rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 


