
 

 
 

Weekly Investment Focus 

1 
 

 

 

 

 

 

 

"THE SWISS FRANC MUST TAKE A BREAK" 

 The franc's appreciation against the euro was spectacular 

 It is fully justified, but companies need time to improve their competitiveness 

 The Swiss National Bank has stopped intervening in the forex market 

 However, the September elections in Italy could generate volatility 

 

 

 CHART OF THE WEEK: "Parity has probably become a glass ceiling" 

 

FOREX MARKET ANALYSIS 

The Swiss franc has appreciated strongly against most currencies with international status (see Fig. 2). 

Over the past twelve months, only the US dollar and Latin American currencies have managed to hold 

their own. Against the euro, it has risen by almost 12%, allowing the EUR/CHF exchange rate to break 

through the psychological threshold of parity (see Chart of the Week; the lower the curve, the more the 

franc appreciates). Investors are now wondering whether this trend will continue. 
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We have regularly analysed the economic and financial fundamentals that justify the structural 

appreciation of the franc: dynamic companies, moderate inflation, controlled public debt, AAA rating, 

surplus trade balance, political stability, quality education system, etc. The strength of the Swiss franc 

against the single currency is therefore not overstated. However, the pattern of the last twelve months 

is fast enough for a pause, or even a retracement, to take place by the end of the year.  

 

Fig. 2 - Annual progression of the franc Fig. 3 - Biennial progression of the franc vs. the euro  
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The Swiss National Bank (SNB) regularly intervenes in the foreign exchange market to avoid an excessive 

or hasty appreciation of the currency it is responsible for. In concrete terms, it is not seeking to bring 

down the franc, but it is concerned that its rise should take place gradually. Companies must be able to 

adapt to this loss of competitiveness. However, the recent appreciation of the franc against the euro has 

been one of the fastest in the last 40 years (see Fig. 3). It would therefore be fully justified for Thomas 

Jordan to ask his teams to print francs again in order to buy euros, and stabilise the exchange rate in the 

coming quarters. 

 

On 16 June, in anticipation of the forthcoming move by the European Central Bank (ECB), the SNB decided 

to raise its main key rate from -0.75% to -0.25%. This partially unexpected decision instantly increased the 

attractiveness of the franc and favoured the appreciation of its exchange rate. All other things being equal, 

it became less expensive for investors to hold Swiss francs. Moreover, in the following weeks, the SNB 

reduced its balance sheet by buying back some of the francs printed in the past (see Fig. 4). This action 

increased the demand for Swiss francs on the market and mechanically pushed the currency up.  

 

At its next meeting on 22 September, the SNB is expected to raise its key rate by another 25 to 50 basis 

points, ending the negative rate policy. If this move echoes the ECB's move on 8 September, the impact 

on the exchange rate will be very small. If the ECB opts to sit on its hands, which is a very unlikely scenario, 

the SNB will have to choose between foregoing this new rate hike or allowing the franc to appreciate 

further. It will not act schizophrenically, raising rates and increasing the money supply at the same time.  
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Fig. 4 – Swiss National Bank interventions 

    

 

If the SNB believes that the timing is right to normalise its monetary policy, at the risk of letting the franc 

appreciate against the euro, it is not only because it is acting symmetrically to the ECB. There are other 

fundamental reasons that support the SNB's action:  

▪ Investors had anticipated the June rate hike. 

Despite the surprise that it may have caused, the rate hike was half integrated in the forward markets. 
 

▪ This helps to reduce imported inflation. 

The stronger the franc, the cheaper the prices of goods and services purchased abroad (see Fig. 5). 
 

▪ The dollar is also very strong. 

The loss of competitiveness of Swiss companies is only a reality with regard to European companies, 

but it is transformed into a small gain in competitiveness with regard to American ones. 
 

▪ Swiss companies are not suffering from the strength of the franc.  

In the last economic barometers, very few companies mentioned the strength of the franc as a head 

wind. They are much more concerned about the difficulties of sourcing intermediate goods and the 

lack of skilled labour. 

 

All these elements can be summarised by the study of Purchasing Power Parity. This macroeconomic 

theory states that, in an open economy, prices should be the same across countries. If this is not the case, 

then buyers will make an arbitrage: they will buy in the country where they are cheapest. By doing so, 

they will sell their national currency to buy the cheapest goods and services abroad and create an 

appreciation of the currency of the country concerned. 

 

This is noticeable when inflation is lower in Switzerland than in the rest of the continent. European 

companies sell their euros to buy Swiss francs and buy Swiss goods and services. The franc appreciates to 

compensate for the inflation differential. In concrete terms, over the past two years, prices have risen by 

11.7% in the Euro Area and 4.1% in Switzerland (see Fig. 6). To meet Purchasing Power Parity, the franc 
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should have appreciated by 7.3% (the percentages do not add up). In reality, the Swiss currency jumped 

by 11.3%. It is therefore possible to justify two thirds of this movement by the inflation differential. 

Only the remaining third has undermined the competitiveness of Swiss businesses compared to European 

companies. Better still, if future inflation in Switzerland were to be 4% lower than in the Euro Area, then 

the appreciation of the franc would be fully justified. Currency traders would have only anticipated the 

economic reality. 

 

Fig. 5 - Annual growth in import prices Fig. 6 - Consumer price index 
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This autumn, Italian political developments could increase the pressure on the franc. Following the 

resignation of Prime Minister Mario Draghi, the President of the Republic Sergio Mattarella has dissolved 

parliament. Italians are due to go to the polls on 25 September to renew their deputies. This event is likely 

to shake up the entire Euro Area and its financial markets. If a spendthrift and Eurosceptic coalition comes 

to power, it will weaken the European position vis-à-vis Russia and the solvency of Italy's colossal debt. If 

Rome fails to meet its reform commitments, the ECB's unconditional support could be called into 

question. Ultimately, such an electoral scenario would further weaken the euro against the Swiss franc.  

 

Conclusion:  

Our analyses point to a trend appreciation of the Swiss franc. The EUR/CHF exchange rate will remain 

below parity for a long time. This technical and psychological support has now become a resistance. Every 

one-off movement that brings the exchange rate closer to this 1:1 level will be seen by investors as a signal 

to buy Swiss francs against the single currency. However, investors will have to be patient as the SNB will 

not let the franc rise too quickly.  

Source: Bloomberg, Atlantic Financial Group 
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RETURN ON FINANCIAL ASSETS 

 

 

Markets Performances

(local currencies)

Last 

Price

Momentum 

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

2022

Year-to-Date (%)
2021 (%) 2020 (%)

Equities
World (MSCI) 657.6         71.93 2.9% 10.5% -11.6% 19.0% 16.9%
USA (S&P 500) 4 280          71.67 3.3% 12.2% -9.3% 28.7% 18.4%
USA (Dow Jones) 33 761       71.21 3.0% 9.1% -6.0% 20.9% 9.7%
USA (Nasdaq) 13 047       69.24 3.1% 15.9% -16.2% 22.2% 45.0%
Euro Area (DJ EuroStoxx) 417.1         64.81 1.5% 7.9% -10.4% 23.5% 0.8%
UK (FTSE 100) 7 501          63.72 1.2% 4.6% 4.2% 18.4% -11.4%
Switzerland (SMI) 11 128       52.71 0.0% 0.5% -11.2% 23.7% 4.3%
Japan (Nikkei) 28 859       65.35 1.3% 8.4% 0.3% 6.7% 18.3%

Emerging (MSCI) 1 017          61.62 1.7% 5.6% -15.5% -2.3% 18.8%
Brasil (IBOVESPA) 112 764     79.67 5.9% 14.7% 7.6% -11.9% 2.9%
Russia (MOEX) 2 147          48.49 4.5% 1.1% -41.9% 21.9% 14.8%
India (SENSEX) 59 463       79.95 1.9% 10.6% 3.1% 23.2% 17.2%
China (CSI) 4 197          48.05 0.9% -2.3% -13.6% -3.5% 29.9%

Communication Serv. (MSCI World) 85.26         62.71 3.3% 5.1% -22.1% 10.9% 24.2%
Consumer Discret. (MSCI World) 335.6         67.58 2.7% 15.1% -17.6% 9.2% 37.0%
Consumer Staples (MSCI World) 271.2         63.43 1.3% 4.1% -5.5% 11.7% 8.8%
Energy (MSCI World) 227.3         61.32 6.7% 13.6% 24.5% 37.5% -27.7%
Financials (MSCI World) 135.2         73.43 4.3% 10.0% -8.0% 25.1% -3.1%
Health Care (MSCI World) 338.2         58.51 1.2% 2.9% -7.3% 18.0% 15.4%
Industrials (MSCI World) 291.5         73.62 3.1% 13.1% -10.9% 16.6% 11.8%
Info. Tech. (MSCI World) 470.1         69.24 2.2% 16.1% -17.6% 27.6% 46.2%
Materials (MSCI World) 315.9         67.90 4.7% 11.2% -11.2% 15.4% 21.6%
Real Estate (MSCI World) 202.6         71.32 3.3% 8.4% -12.0% 23.6% -5.7%
Utilities (MSCI World) 162.8         74.23 3.0% 8.3% 2.3% 11.1% 4.8%

Bonds (FTSE)
USA (7-10 Yr) 2.83% 49.06 -0.2% 0.8% -8.9% -2.4% 9.3%
Euro Area (7-10 Yr) 1.65% 53.35 -0.5% 1.1% -9.4% -2.9% 4.5%
Germany (7-10 Yr) 0.99% 51.03 -0.5% 0.8% -8.4% -2.7% 3.0%
UK (7-10 Yr) 2.11% 44.74 -0.6% -0.3% -7.4% -4.9% 5.4%
Switzerland (7-10 Yr) 0.50% 57.00 0.2% 1.6% -6.0% -2.3% 0.4%
Japan (5-10 Yr) 0.19% 57.03 -0.3% 0.6% -0.6% 0.0% -0.1%
Emerging (5-10 Yr) 7.12% 71.68 0.8% 7.6% -15.8% -2.3% 5.2%

USA (IG Corp.) 4.43% 55.75 0.1% 1.8% -11.9% -1.0% 9.9%
Euro Area (IG Corp.) 2.53% 57.66 -0.2% 2.0% -8.2% -1.0% 2.8%
Emerging (IG Corp.) 7.32% 64.33 0.5% 3.1% -15.0% -3.0% 8.1%

USA (HY Corp.) 7.43% 75.61 0.6% 5.7% -7.7% 5.3% 7.1%
Euro Area (HY Corp.) 6.27% 82.63 0.6% 5.4% -8.6% 3.4% 2.3%
Emerging (HY Corp.) 10.50% 72.82 1.2% 9.6% -13.9% -3.2% 4.3%

World (Convertibles) 379.2         75.08 2.0% 8.1% -13.5% 2.4% 38.8%
USA (Convertibles) 512.4         73.90 2.3% 9.0% -13.6% 3.1% 54.5%
Euro Area (Convertibles) 3 646          77.73 1.1% 7.2% -11.2% -0.3% 6.1%
Switzerland (Convertibles) 175.6         55.26 0.2% 0.5% -5.5% -0.5% 0.5%
Japan (Convertibles) 197.2         65.07 0.5% 1.7% -1.7% 3.3% 2.8%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 725 63.28 n.a. -2.1% n.a. 8.2% 6.4%
Distressed 930 57.12 n.a. -2.4% n.a. 12.5% 3.8%
Event Driven 750 50.42 n.a. -3.6% n.a. 12.9% 7.0%
Fixed Income 382 53.73 n.a. -1.9% n.a. 5.2% 3.6%
Global Macro 1420 76.62 n.a. -3.1% n.a. 9.6% 6.5%
Long/Short 852 47.53 n.a. -2.8% n.a. 8.3% 7.9%
CTA's 405 81.50 n.a. 1.1% n.a. 8.2% 1.9%
Market Neutral 287 45.28 n.a. -1.1% n.a. 6.2% 1.7%
Multi-Strategy 687 56.94 n.a. -1.8% n.a. 7.0% 5.6%

Volatility
VIX 19.53         35.51 -7.7% -28.4% 13.4% -24.3% 65.1%
VSTOXX 21.21         37.43 -7.2% -27.5% 10.1% -17.6% 67.5%

Commodities
Commodities (CRB) 590.6         n.a. 1.3% 1.9% 2.1% 30.3% 10.5%
Gold (Troy Ounce) 1 793          57.44 0.2% 5.0% -2.0% -3.6% 25.1%
Oil (WTI, Barrel) 92.09         41.94 1.5% -3.9% 19.6% 58.7% -20.5%
Oil (Brent, Barrel) 98.92         39.97 1.3% -5.8% 27.8% 51.4% -23.0%

Currencies (vs USD)
USD (Dollar Index) 105.81       48.09 -0.6% -2.1% 10.6% 6.4% -6.7%
EUR 1.0241       49.49 0.4% 1.6% -9.9% -7.5% 9.7%
JPY 133.16       56.94 1.3% 4.1% -13.6% -10.2% 5.1%
GBP 1.2109       49.16 0.2% 2.1% -10.5% -1.0% 3.1%
AUD 0.7081       59.71 1.3% 4.2% -2.5% -5.6% 9.6%
CAD 1.2799       55.06 0.4% 1.8% -1.3% 0.7% 2.1%
CHF 0.9422       65.31 1.4% 3.7% -3.1% -3.0% 9.4%
CNY 6.7639       43.19 -0.2% -0.1% -6.0% 2.7% 6.7%
MXN 19.897       62.97 1.8% 3.2% 3.2% -3.0% -5.0%
EM (Emerging Index) 1 668.0      60.56 0.4% 1.1% -3.8% 0.9% 3.3%

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 exchange 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. 


