





































































































Higher growth of
fiduciary deposits®

Fiduciary deposits, which do not form part of the banks’ securities custody
accounts, increased in 2007 by 11.3% compared with the previous year and
thus performed more dynamically than the securities held on client custody
accounts. Among fiduciary deposits, investments in CHF (+18%) and euros
(+23%) showed an above-average increase, which was attributable to the rise
in interest rates and the strong euro.

5.1 Performance of assets under management in 2008

Reduction of assets at
the beginning of 2008

New outflows and
inflows of money
should cancel each
other out

Assets under
management will
tend to stagnate until
the end of the year

After having already decreased at the end of 2007, assets under management
again fell markedly at the beginning of the current year. In mid-2008 the
value of the securities held on client custody accounts was below 5,000 bil-
lion and thus 10% lower than at the end of 2007. In view of the poor stock
market performance it is not surprising that the equity portfolios and collec-
tive investments showed the heaviest losses in the first half of 2008 (-15%
and -10% respectively), for both domestic and foreign custody account hold-
ers. In contrast, the portfolios consisting of bonds and structured products
decreased by only about 5% and 4% respectively. The negative trend in
fixed-income securities is attributable to the higher interest rates, which
pushed down the valuation of the securities.

It is difficult to estimate how the newly-deposited funds performed in the first
half of 2008. On the one hand, one big bank had to announce new outflows
of funds even in its Swiss business; on the other hand, a number of private,
foreign and cantonal banks recorded gratifying new inflows of funds. It can
be concluded from this that the credit and financial crisis in the USA has also
caused shifts of assets within Switzerland. The net trend in new monies held
with the banks in Switzerland is likely to be close to zero, however.

The future trend in assets will remain heavily dependent on the performance
on the international financial markets. If share prices do not fall again dra-
matically, although the assets under management in Switzerland will proba-
bly hardly increase in the next few months, they will not continue to decrease
in value either. Rather it is likely that they will stagnate at their present level.
Further shifts of monies between banking institutions in Switzerland are pos-
sible, but it is not expected that there will be net outflows from the Swiss
banking centre.

Fiduciary deposits include transactions (loans, investments, shareholdings), which the bank makes or grants in its own
name, but on behalf, for the account and at the risk of a customer.
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6 Employment in the banks in Switzerland

The banks in Switzerland recruited more staff in 2007. Compared with 2006, the increase in em-
ployment - calculated in terms of full-time equivalents - was 4.4%. This is the highest annual increase
since the beginning of the SNB time series in 1987. Foreign banks in particular increased their staff
levels by a striking 12.2%. In absolute figures the big banks (+1,186 full-time equivalents) also
strongly increased their employment levels in Switzerland despite the financial crisis. According to the
survey conducted by the Swiss Bankers Association (SBA), another increase in employment is emerg-
ing during the current year, although at a slower pace. In the first half of 2008 staff levels still in-
creased by 1.2%. In addition to the financial crisis, the slowdown in the economy is also contributing
to the slightly less dynamic employment situation. But as the SBA survey shows, it is expected that
staff levels will continue to increase in the course of 2008. In overall terms, the increase in employ-
ment in the Swiss banking sector is likely to be more than 1% in the current year.

Record growth for At the end of 2007 employment in the banks in Switzerland stood at about

employment in the 108,800 in terms of full-time equivalents. Compared with the previous year,

Swiss banking sector  this gives an increase of 4.4%. The increase is thus even higher than was
predicted in last year's Banking Barometer. The financial crisis did not have
any observable negative effects on employment in the Swiss banking sector
up until the end of 2007. On the contrary, since the beginning of the SNB
time series in 1987 this was the highest annual increase ever achieved. Last
year the banks created 4,576 net new jobs.
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Figure 6-1 Employment in the banks in Switzerland, year’s end, in 1,000s

1997 1998 1999 2000 2001 2002 2003 2004 2005 2008 2007

* From 2001 employees in full-time equivalents
Source: SNB

Foreign banks increase The foreign banks (branches of foreign banks and foreign-controlled banks)
employment most were mainly responsible for the extremely positive trend in employment in
the Swiss banking sector. In 2007 the number of full-time equivalents at these
financial institutions rose by a high 12.2% (+2,174 full-time equivalents).
The private bankers also recorded an above-average increase in employment
{(+11.2%). In contrast, the big banks (+2.8%) and cantonal banks (+1.3%)
posted comparatively low growth rates. However, in absolute numbers the
big banks created the most new jobs (1,186 new full-time equivalents), in ad-
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More than 40% of
bank employees are
with the big banks

dition to the foreign banks. The private bankers increased their employment
levels by 432 full-time equivalents.

The big banks remain by far the largest employer in the Swiss financial cen-
tre. The importance of the foreign banks continued to increase last year
(share: 18%). The cantonal banks employ about 15% and the Raiffeisen
banks about 7% of bank staff. The proportion of private bankers, which
have grown strongly, was nearly 4% at the end of 2007.

Figure 6-2 Trend in employment by bank Figure 6-3 Employment by bank groups, end
groups 1990-2007 of 2007
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6.1 2008 employment survey of Swiss banks

Employment growth
flattens off in 2008

The employment survey® conducted each year by the Swiss Bankers Associa-
tion among banks in Switzerland revealed a weaker momentum in employ-
ment at the beginning of 2008. The number of full-time equivalents in Swit-
zerland increased by 1.2% (first half-year: 2007: +2.1%) between December
31, 2007 and June 30, 2008. The absolute net increase amounted to 1,312
full-time equivalents, with 6,845 incoming and 5,533 outgoing staff being re-
ported.

Table 6-1 Staff levels’in Switzerland and incoming and outgoing staff in first half of 2008
In full-time Position at Position at Trend in 1st half of 2008
equivalents Dec. 31 June 30

2007 2008 Incom- Outgo-
ing staff  ing staff Increase asa %
Switzerland 108,008 109,320 6,845 5,533 1,312 1.2%

Number of replies: 323
Source: SBA survey

328 banking institutions in Switzerland were surveyed on June 30, 2008. There was a 98.5% response rate to the question

about staffing levels and arrivals and departures. These survey results are therefore representative. On the questions about
staff levels and change in numbers employed in the individual business sectors, the response rate fell to between 25% and
35% and therefore does not allow us to make any reliable interpretation.

Staff levels at the end of 2007 were slightly lower in the SBA survey than in the SNB statistics. The reasons for the disparity

are that the survey does not cover exactly the same employment population, the survey was conducted at a different point in
time and the answers are imprecise. The validity of the responses concerning the changes in numbers employed in the first
half of 2008 still stands, however, but the absolute level must be treated with due caution.
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No decrease in overall
employment to be
expected in the second
half of the year

Further increase in
employment in private
and retail banking

In addition to the past and present staff levels, questions were also asked in
the SBA survey about the banks’ expectations for the next six months®. The
evaluation of the replies shows a positive assessment in terms of employment
for the remainder of the year. More than one third of the Swiss banking insti-
tutions intend to further expand their employment levels in the second half of
the year. However, the majority of companies are not expecting any great
change in their staff levels until the end of 2008. It is gratifying that only 8%
of the companies are expecting employment to decrease. As could be ob-
served in the previous years, this is likely to affect primarily smaller regional
banks and savings banks.

Figure 6-4 Trend in employment antil end of | Figure 6-5 Results of survey on expected
2008 trend 2004-2008
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Moreover, the results of the survey conducted on June 30, 2008 point to a
further increase in staff levels in retail and above all private banking. More
than 37% of the companies that gave details about the future trend in staff
levels in the individual sectors intend to increase their staff in private bank-
ing. Retail and private banking are also the two sectors that are least affected
by the turbulence on the international financial and investment markets. The
situation in institutional business and trading business looks less positive.
Only a very few Swiss banks are expecting to step up their staff levels in these
sectors, although 80% of the responding firms expect their staff levels to re-
main unchanged until the end of 2008. Thus in overall terms the increase in
employment in 2008 will turn out to be much weaker than last year. How-
ever, the labour market situation as a whole does not appear to be a cause for
concern and growth of over 1% can be expected from today's perspective.

Table 6-2 Employment trend in 2nd half of 2008, by business sector
Retail Private Institutional Trading business and
Total Banking Banking business other areas
-3 A » # 2> e 4

Number of replies: Depending on sector between 117 and 82
Source: SBA survey

8

Of the 328 banks surveyed, 323 gave their assessment of the trend in staff levels over the next six months.
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