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Euro/Swiss franc outlook



The Swiss economy is breathing more easily, and 
the euro has strengthened. The euro rally has made 
Swiss exports more competitive, showing just how 
important the euro exchange rate is for Switzerland. 
As a result, Swiss businesspeople are scanning the 
horizon for clues about its future movements.

The shock caused when the Swiss National Bank (SNB) 
abandoned its minimum exchange rate of CHF 1.20 to the 
euro is still fresh in people’s minds (figure 1). Eventually, 
though, the euro has rallied, which has helped the Swiss 
economy. The euro has been boosted by the improved 
economic and political environment, but also by the SNB’s 
efforts to weaken the Swiss franc, and gained 9% in 2017, 
rising from CHF 1.06 to CHF 1.17.

Geopolitical sensitivity 

Switzerland is a stable, well-run country. It has limited debts 
and low inflation. Its economy is very open, with large-
scale exports and imports. For many years, therefore, the 
Swiss franc has been regarded as a safe-haven currency. 
Demand for Swiss francs tends to increase on any kind 
of geopolitical instability. The currency rises in response to 
unexpected economic or political developments that have 
negative connotations, and to events that cause uncer-
tainty in the financial markets. 

At the moment, factors likely to push the Swiss franc higher 
include weakness in the US or European economies, Brexit, 
North Korea’s nuclear programme and the Trump adminis-
tration’s slide towards protectionism. However, because of 
Switzerland’s solid fundamentals, limited capital outflows 
and low inflation, positive surprises tend to have less of an 
effect and the Swiss franc does not weaken significantly.

The important role of the euro exchange rate

The European Union is the largest buyer of Swiss products, 
accounting for 40% of the country’s exports. The euro/
franc exchange rate affects the prices of both exported 
and imported goods, and so plays an important role. If the 
euro weakens, life becomes harder for Swiss exporters 
compared with their foreign competitors. The exchange 
rate also affects inflation, output and employment. As a 
result, the SNB cannot completely disregard the European 
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Central Bank’s monetary policy or the performance of the 
European economy. 

The Swiss franc’s safe-haven status is not helpful for 
Switzerland’s manufacturing base. An excessively large 
and rapid rise in the Swiss currency can damage to the 
country’s economy. It pushes down productive investment 
and adversely affects tourism and retail sales. A study 
by SECO – Switzerland’s State Secretariat for Economic 
Affairs – has found that the franc’s recent strength has held 
back expenditure on R&D and innovation. The KOF Swiss 
Economic Institute (part of ETH Zurich university) has cal-
culated that business investment fell by between 12% and 
15% between 2015 and 2016. However, the impact has 
not been all bad. Lower import prices have limited costs, 
easing the pressure on exporters. Sectors like watchmak-
ing and machinery have focused on improving quality and 
their exports have become more resilient. 

The Swiss franc in 2018

How will the Swiss franc perform this year? Before making 
forecasts, we need to look at the current situation. There 
is now less political risk in Europe, particularly in France 
and Italy. Despite the Federal Reserve’s rate hikes, the US 
dollar has weakened against most other currencies. The 
SNB is ready to intervene to reduce upward pressure on 
the franc, and intends to pursue an expansionary mone-
tary policy in order to stimulate inflation and support Swiss 
economic activity (figure 2). In the SNB’s view, although 
the Swiss franc has recently weakened against the euro, 
it remains too strong, which is bad news for inflation and 
economic growth.

As a result, we expect the euro to rise moderately against 
the Swiss franc, to around CHF 1.18-1.22. Any larger rally 
is unlikely in our view. Because of the Swiss government’s 
balanced budget and current-account surplus, the franc’s 
long-term strength should not be underestimated. It should 
also be noted that the dollar is currently oversold and could 
rebound.

Disclaimer
This document is provided for your information only. It has been compiledfrom information collected from 
sources believed to be reliable and up to date, with no warranty as to its accuracy or completeness.By 
their very nature, markets and financial products are subject to the risk of substantial losses which may be 
incompatible with your risk tolerance.Any past performance that may be reflected in this documentis not a 
reliable indicator of future results.Nothing contained in this document should be construed as professional 
or investment advice. This document is not an offer to you to sell or a solicitation of an offer to buy any secu-
rities or any other financial product of any nature, and the Bank assumes no liability whatsoever in respect of 
this document.The Bank reserves the right, where necessary, to depart from the opinions expressed in this

document, particularly in connection with the management of its clients’ mandates and the management of 
certain collective investments.The Bank is a Swiss bank subject to regulation and supervision by the Swiss 
Financial Market Supervisory Authority (FINMA).It is not authorised or supervised by any foreign regulator.
Consequently, the publication of this document outside Switzerland, and the sale of certain products to 
investors resident or domiciled outside Switzerland may be subject to restrictions or prohibitions under for-
eign law.It is your responsibility to seek information regarding your status in this respect and to comply with 
all applicable laws and regulations.We strongly advise you to seek independentlegal and financial advice 
from qualified professional advisers before taking any decision based on the contents of this publication.

EURO/SWISS FRANC OUTLOOK

0.7

0.8

0.9

1

1.1

1.2

1.3

1.4

Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18

EUR/CHF

USD/CHF

SNB sets a EUR/CHF floor rate of 1.20

SNB abandons the exchange-rate floor

0

100'000

200'000

300'000

400'000

500'000

600'000

700'000

800'000

900'000

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Currency reserves

Bank sight deposits

Fig. 1. Swiss franc exchange rate against the euro 
and US dollar
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Terms like “blockchain”, “bitcoin” and “currency mining” 
seem to be cropping up more and more often. But what 
do they refer to? What tax liabilities arise from holding 
and selling cryptocurrencies in Switzerland?

What is a cryptocurrency?

Cryptocurrencies have seen exponential growth since the 
early 2000s. Although bitcoin is probably the best known, 
there are currently almost 1,500 cryptocurrencies avai-
lable.

They are virtual currencies that use cryptography for secu-
rity, and they are generated using blockchain technology, 
which involves a decentralised, peer-to-peer IT network 
controlled by “miners”.

How does the system work, and is it secure?

User orders are executed by “miners”, which encrypt 
transactions in a way that prevents forgery and thus help 
ensure that the system is secure, in return for remunera-
tion.

All transfers taking place between holders since the cryp-
tocurrency was created are recorded in a ledger.

Holding cryptocurrencies must also be secure, particularly 
against hackers. Similarly, cryptocurrency that is lost after 
being downloaded to a USB stick or hard drive is lost fore-
ver.

Can cryptocurrencies be used in ordinary transac-
tions?

They can potentially be used to pay for certain items or 
to make other payments. For example, the Swiss city of 
Zug has allowed residents to pay certain bills and taxes 
in Bitcoin since 2017. However, cryptocurrencies are not 
widely used at the moment, and they must generally be 
converted into currencies like the euro or dollar before 
they can be spent.

The chairman of Swiss stock-exchange operator SIX 
recently encouraged the Swiss National Bank (SNB) to 
launch its own cryptocurrency, following the example set 
by Sweden’s central bank, which is looking at issuing an 
“e-krona” in a few years’ time.

What are the tax issues that should be taken into 
account when selling cryptocurrencies?

In Switzerland, gains realised when selling private assets, 
such as cryptocurrencies, are in principle exempt from 
income tax. Exceptionally, however, the tax authorities 
may regard the seller as a “professional securities tra-
der” and tax any income arising from a sale or deduct any 
losses from taxable income.

Guidelines for establishing whether a gain is exempt or 
taxable have been established through practice and the 
case law; for example, if a person carries out transactions 
frequently and holds assets for only a short time (i.e. less 
than six months in practice), the gain will be taxable.

Although these rules are clear for “traditional” securities 
such as shares or options, there is a question mark about 
whether they are appropriate for cryptocurrencies. The 
criteria do not appear to be suited to a market as volatile 
as the cryptocurrency market. In our view, the taxpayer’s 
intention is what should determine the tax treatment.

Is the taxpayer’s intention simply to manage private assets, 
or is the taxpayer applying a strategy to generate income?

What value should be ascribed to cryptocurrencies 
when declaring them for income tax?

Cryptocurrencies are taxable like any other asset. The 
Swiss Federal Tax Administration publishes an official 
bitcoin exchange rate as of 31 December every year and 
is likely to do the same for other cryptocurrencies in future, 
in order to make it easier for all taxpayers to calculate their 
taxes.

How can Bonhôte Services SA help you in this area?

If investors are interested in cryptocurrencies, they should 
also consider their specific activities and their possible tax 
consequences. Similarly, although the value of bitcoin for 
income tax purposes is clear, other cryptocurrencies do 
not yet have official valuations.

As a result, some thought is required about how to value 
those other cryptocurrencies before filling in your tax 
return!

CRYPTOCURRENCIES AND TAX


