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1. The Trump uncertainty an inefficiency shock
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1. The Trump uncertainty an inefficiency shock

Is your firm currently facing tariff-related uncertainty?

Share of responses: @Yes @ No

Manufacturing

13.5%
Retail and Wholesale Trade
14.6%

Construction, Real Estate, Mining & Utilities

31.5%

QOther Services

Business Services

Source: Atlanta Fed's Survey of Business Uncertainty « Questions were

) - Federal Reserve Bank of Atlanta
fielded June 9-20, 2025. Number of observations: 987 Download data




1. The Trump uncertainty an inefficiency shock

Question: How has uncertainty about tariffs, taxes, government spending, monetary
policy, or regulation affected your firm’s plans for hiring/investment over the next 6
months?

Effect of policy uncertainty

@ Scale back @ No change @ Expand

Percent of respondents
57.8%

45.1%
20.2%
0,
I 2-1% 3.9 /0
— [

Hiring Investment

Source: Survey of Business Uncertainty « Note: These questions were fielded in the
April 2025 SBU survey (04/14/25-04/25/25), with sampling across all states and
private sectors. Data winsorized at the 1st and 99th percentiles. N=961.

Download data

Federal Reserve Bank of Atlanta
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But there are also big question marks regarding inefficency

Foreign trade: Plain protectionism
National budget: Complete lack of sustainability

Price stability: Inflationary policy mix
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Foreign trade (i): Misguided thinking leads to protectionism

Any trade deficit is considered problematic
Trade is seen as a zero-sum game

Customs duties are referred to as taxation of foreign countries



1. The Trump uncertainty an inefficiency shock

-]
UNIVERSITAT
BERM

Departemeant
Volkswirtschaftslehre




1. The Trump uncertainty an inefficiency shock
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Federal budget (i): Further increase in interest burden

Spending on interest exceeded a number of other
budget categories
Federal Spending in Fiscal Year 2024 (Billions of $)

Interest
Defense
Medicaid

Spending on Children

Veterans' Programs and Retirement

Income Security

Higher Education $125

Sources: Congressional Budget Office and The Urban Institute PETER G.
Notes: Spending on children is for fiscal year 2023. The Urban Institute projects that -’ PETERSON
spending on children was less than interest in 2024. - FOUNDATION

Net Interest (% of GDP)

4.5% 4

Actual | Projected

1965 1975 1985 1995 2005 2015 2025 2035

> PETER G.
3 PETERSON
Sources: Congressional Budget Office and Office of Management and Budget - FOUNDATION
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1. The Trump uncertainty an inefficiency shock

Price stability (i): Inflation risk with most measures
Virtually all announced policies drive prices up :
Customs duties
Strict migration restrictions
Tax cuts
Expensive spending plans

Attacks on the independence of the Fed
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Firms' Realized and Anticipated Price Growth
Mean: Reported Realized Price growth | Expected Price Growth 12 months Ahead

Survey

Oct-24
Nov-24

Dec-24

Jan-25 Feb. 1: Order to impose tariffs on Feb. 4

Feb-25

Mar-25
Apr-25

May-25

Jun-25

2.6 2.8

year-over-year percent change

Source: Survey of Business Uncertainty * Neypected = 3:567 , Npgalized = 3,609 Kl Federal Reserve Bank of Atlanta




1. The Trump uncertainty an inefficiency shock
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2. The resilience of the Swiss economy :
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Core inflation rate in % (Year-over-year change)

7.00

6.00 AN

5.00 I ) h\
4.00 [ \
3.00 r R\’\ -3.1% USA

V\-{ 2.3% Eurozone

2.00 N a e N N N Y A —

1.00 0.8% Switzerland

0.00

-1.00

-2.00

2000 2005
Sources: ECB, St.Louis FED, SNB




2. The resilience of the Swiss economy

Example: Resilience in the recent inflation crisis

Swiss inflation significantly lower than in comparable countries
Key explanation: Appreciation of the Swiss franc dampens inflation

Despite its appreciation against the euro, the Swiss franc is not overvalued!
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Example: Resilience in the recent inflation crisis

Swiss inflation significantly lower than in comparable countries
Key explanation: Appreciation of the Swiss franc dampens inflation
Despite its appreciation against the euro, the Swiss franc is not overvalued!

The reason for this is significantly higher inflation in the eurozone and the US

17
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Real exchange rates

1.60
1.40

1.20
1.11 CHF/EUR

1.00 0.99 CHF/USD

0.80
0.60
0.40

0.20

0.00 | t
2005 2010

Based on HCPI data. US HCPI Jan - July 2025 own calculation
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In general: Remarkable resilience over the last two
decades

The Swiss economy was less severely affected by the two
“crises of the century”, but for completely different reasons:

= Great Financial Crisis: Stabilizing domestic economy

= Great Pandemic: Stabilizing foreign trade

19
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Result: Switzerland is perceived as an island of stability

Remarkably increased shock resistance, especially in
comparison with the economically difficult 1990s

Economic policy reforms such as the debt brake rule and
bilateral agreements with the EU were important

Today, Switzerland is one of the most economically stable
countries in the world

Remaining challenges tend to be structural, in particular:
Financing retirement institutions
Future of bilateral agreements with the EU
Solution to the Too big to fail (TBTF) problem

20
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TBTF is a really big challenge for Switzerland

Two recent existential crises at major Swiss banks

« UBS 2008
e Credit Suisse 2023

In both cases, major risks for taxpayers and emergency legislation to
resolve the situation

UBS is now so big that a serious crisis could lead to the collapse of
public finances

This is a decisive risk to resilience that must be significantly reduced

21
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A credible resolution regime is essential for Switzerland

If UBS fails, only two options remain for the future:
* Resolution under the orderly resolution regime
« Government bailout (ultimately nationalization)

Nationalization would entail such unforeseeable financial and
regulatory risks that, in my opinion, it is an absolute “no go”

If a resolution is deemed unfeasible, Switzerland cannot be the host
country for a major global bank

22
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Aim of the reforms: Avoiding a forced nationalization of UBS during the crisis, i.e., eliminating
the implicit government guarantee

In my opinion, the most important reform areas are:
Priority: Substantial strengthening of the resolution regime

« Since the CS crisis, the perceived probability that resolution would be chosen in the
event of a crisis is probably no higher than 10% (credibility problem!)

« This probability should be increased to at least 80%

Also important: Strengthening stabilization options, because

« aresolution will always be disruptive and therefore the “last resort”,

« the probability of a successful resolution can hardly ever be increased to 100%

23
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I. Increase in liquidity access in the resolution

Without sufficient liquidity, a resolution will result in a devastating bank run. Therefore, the
following is essential:

* Introduction of the planned public liquidity backstops (PLB)
« This insurance requires substantial ex ante premium payments from the major banks

« Without adequate premiums, this creates a TBTF-subsidy via liquidity support

25
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il. Significant increase in the credibility of a resolution

Ensure that a swift resolution (“over a weekend”) is internationally accepted and that politicians
trust it

* Regular international stress tests based on plausible crisis scenarios
« Assurance from affected national regulators that they will play along

» Clear explanation for the public and for responsible politicians on how a resolution works

26
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Also important: strengthening stabilization options

Capital requirements must be met in full at all levels of the group (parent-bank and
subsidiaries):

« This prevents the parent-bank from becoming undercapitalized in the event of a crisis

« This does not correspond to an increase in general capital requirements

27
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The Federal Council's package of measures addresses key issues

Strengthening prevention

Corporate governance and
supervision

Targeted increase in capital
requirements

Early intervention and
recovery planning

Normal operation

Expanding the crisis toolkit

S

o

Strengthening liquidity
— Banks' own sources of
liquidity
— Liquidity assistance from SNB
— Public liquidity backstop

Recovery phase

Resolution planning

Crisis organisation and
cooperation between
authorities

Resolution

28
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In my opinion, key measures of the Federal Council's proposal are
« Prevention: Foreign subsidiaries of UBS must be 100% backed by equity capital
« Resolution: Introduction of a Public Liquidity Backstop
* Resolution:
Increasing transparency regarding stress tests,

stronger cooperation between authorities,
regular information for the Federal Council and Parliament

29
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