Business cycle signals
Results of the SNB company talks

Second quarter of 2025

Report submitted to the Governing Board of the Swiss National
Bank for its quarterly monetary policy assessment

The appraisals presented here are based on discussions
between the SNB's delegates for regional economic relations
and members of management at companies throughout
Switzerland. In its evaluation, the SNB aggregates and
interprets the information received. A total of 241 company
talks were conducted between 15 April and 3 June.
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Key points

e The companies surveyed report moderate turnover growth
overall in the second quarter. The recovery trend in
manufacturing emerging at the beginning of the year has
largely come to a standstill. However, momentum in the
services sector and construction remains robust.

e Company representatives attribute the slowdown in
manufacturing growth mainly to US trade policy. Owing to
the uncertain development of tariffs, companies report
that their customers are very cautious about placing orders
and are postponing investment decisions.

e |n manufacturing, underutilisation of both personnel and
technical capacity is increasing, and profit margins are
under pressure. In the services sector and construction,
by contrast, capacity utilisation and margins are largely
stable and in line with the long-term average.

e Companies anticipate solid increases in turnover in the
coming quarters. However, they point to considerable
uncertainty, particularly when it comes to US trade policy.
At the time the talks with company representatives took
place, there was no clarity with regard to the future level
of tariffs or their impact.
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Developments in real turnover compared to the previous quarter. Positive (negative)
index values signal an increase (decrease).
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Utilisation of technical capacity and/or business infrastructure compared to a normal
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normal.
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CURRENT SITUATION

Moderate growth in turnover

Growth in the Swiss economy slowed in the second
quarter. The companies surveyed report a moderate rise
in turnover overall (chart 1). This growth was driven

by the services sector and construction. Manufacturing
companies, by contrast, report only marginal growth

in turnover. The momentum the manufacturing sector
showed at the beginning of the year has thus waned.

Company representatives attribute the slowdown in
growth mainly to US trade policy. The uncertainty caused
by repeated policy changes by the US administration

has weighed particularly heavily. Companies report that
their customers are very cautious when it comes to placing
orders and are postponing investment decisions. Some
companies are also experiencing reduced demand given
that their products have become more expensive in the

US owing to import tariffs.

Lower capacity utilisation

The slowing in the pace of growth has been accompanied
by declines in capacity utilisation (chart 2). After a slight
improvement in the previous quarter, the underutilisation
evident in manufacturing for several quarters is intensifying
again. Utilisation is also declining in the services sector,
although overall it is only slightly below what is considered
normal. Manufacturing-related service providers in
particular, for example in the transport industry, and trading
companies are reporting relatively low capacity utilisation.
Construction companies, on the other hand, are operating
at normal levels of capacity.

Declining staff utilisation and fewer recruitment
difficulties

Staff utilisation is declining and overall staffing levels

are slightly above companies’ requirements (chart 3).
There are clear differences between the sectors, however.
Manufacturing companies consider their staff levels to be
much too high. Companies in the mechanical engineering
and metals industries in particular are reporting the use
of short-time working and downsizing in view of declining
capacity utilisation. Staffing levels in the services sector,
by contrast, are for the most part in line with companies’
needs. Construction companies describe their staff levels
as tending to be too tight. Overall, recruitment difficulties
have eased further.



Slight decline in margins

Companies’ profit margins have declined slightly but

for the most part remain at a solid level (chart 4). This is
particularly true for the majority of companies in the
services sector and construction. Margins in manufacturing
are under greater pressure, however. As reasons for this,
companies cite the weak development of demand and
additionally the strong Swiss franc or recent depreciation
of'the US dollar. Some also mention declines in revenues
as aresult of US tariffs.

Discussions dominated by impact of tariffs

A dominant topic of conversation in many of the talks
conducted with companies this quarter has been

the impact of US trade policy. The additional tariffs
announced on 2 April were suspended for 90 days
before the start of the survey period. However, the
general tariffs of 10% remain in place, and uncertainty
about tariff terms after the 90-day period expires is
weighing on companies.

More than one-fifth of companies are feeling the
negative effects of US trade policy directly (see chart).
This includes companies that attribute lower order
volumes, prices or margins directly to tariffs, among
them those that are suffering losses on their own
products because of tariffs. But it may also include
companies whose customers are affected by tariffs
or are cancelling orders owing to the uncertain tariff
situation.

Primarily affected are export-oriented manufacturing
companies. That said, these businesses are also feeling
the impact of tariffs very differently. The decisive factor
is the competitive situation in the US. If companies
have little competition, customers usually absorb the
tariffs. Price negotiations are also easier if the Swiss
intermediate inputs account for only a small proportion
of the total cost of the final products purchased by

US customers. On the other hand, the situation is often
problematic for companies that are in direct competition
with US firms and manufacture almost the entire end
product in Switzerland. Hardly any companies are
planning to relocate production to the US as a result

of the tariffs. The reasons cited for this include high
investment costs, the long lead time in setting up

a production facility, a lack of suppliers in the US and

a shortage of skilled workers.

Chart 4
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Characterisation of the margin situation. Negative (positive) index values signal an
uncomfortable (comfortable) margin situation.

Source(s): SNB

Almost 80% of the companies surveyed are not seeing
any immediate effects of US trade policy or are unable
to accurately assess the specific impact. However, many
of these businesses emphasise that they are likely

to be indirectly affected, for example by a slowdown in
global demand, the appreciation of the Swiss franc or

a deterioration in consumer sentiment.

In addition to the negative effects, some companies
also mention positive impacts such as competitive
advantages over companies affected by higher tariffs;
at the time the interviews took place, these were
competing Chinese companies in the US market and
US companies in China. The complex situation is also
leading to increased consulting needs, meaning that
companies with the relevant expertise are in demand.
However, hardly any companies say that these positive
effects are outweighing the negatives.

DIRECT EFFECT OF US TRADE POLICY

Percentage of companies that attribute effects on their business
performance in Q2 2025 (turnover, orders, prices, etc.) directly to US
trade policy. Effects relating to general economic development are
excluded.
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DEVELOPMENTS IN INDIVIDUAL INDUSTRIES

Slowing momentum in manufacturing

Given the renewed slowdown in growth, the situation
remains challenging for many manufacturing companies.
This is particularly true in the mechanical engineering and
metals industries, which have been suffering from weak
demand from Europe for several quarters now. The German
automotive industry in particular has been providing little
impetus for some time. The uncertainty around tariffs is
now an additional burden. Customers are postponing or
cancelling their orders. It is unclear whether and at what
terms it will be possible to fulfil these orders at a later date.
The situation in the watchmaking industry is similarly
challenging. Here, the tariffs are hitting companies at a
time of prolonged weak demand and low capacity
utilisation.

Medical technology and pharmaceutical companies and
their suppliers, by contrast, continue to see their business
develop positively. Demand for products for the expansion
of transport and energy infrastructure is also rising. The
defence industries in other countries are also a source of
sales growth for Swiss suppliers.

Subdued business activity in trade industry

In retail, customers remain highly price-sensitive.
Companies report that sales volumes of food products are
reacting significantly to price changes. In addition, demand
in the lower-price segments remains more robust than

for higher-priced products. On the non-food side, intense
competition with online providers abroad is posing
challenges for retailers. Sales of motor vehicles are
increasing somewhat. Following a weak performance in the
previous year, demand appears to be improving to some
extent, particularly among private customers. Developments
in wholesale and transport vary depending on the sales
market. While demand from customers in construction
and life sciences is mostly positive, demand from other
manufacturing industries is subdued.

Solid guest numbers in hotel industry

Guest numbers in the hotel industry remain at a high level.
Several businesses report that demand is being supported
by less price-sensitive individual guests from the US, the
Middle East, India and various niche markets.

In food services, there is a lack of clearly positive impetus.
Companies are feeling the effects of muted consumer
sentiment. In some regions, food services companies are
reporting fewer events. In the Lake Geneva region, this is
attributed in part to the cuts in US funding for international
cooperation. In the Basel region, by contrast, hotel and
food services companies benefited from the Eurovision
Song Contest.
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Robust business activity in financial, ICT and
consulting industries

Insurance companies and banks are reporting a tendency
to revenue growth. However, declining interest rates are
putting pressure on what are otherwise robust margins. On
the wealth management side, the brief stock market slump
in April and the depreciation of the US dollar are reducing
commission income based on the value of assets. On the
trading side, by contrast, the fluctuations are in some cases
having a positive effect.

Even though information and communications technology
(ICT) is also having to contend with US trade policy,
growth in this industry remains robust. While some of the
ICT industry’s customers in manufacturing are unsettled
and cautious when it comes to spending, others are
investing in digitalisation to reduce costs. Consulting firms,
too, report that manufacturing companies in particular are
working hard to increase efficiency in the face of margin
pressure, for which they are also using consulting services.
However, the high level of uncertainty is having a curbing
effect on the mergers and acquisitions and strategy
consulting businesses.

Robust business activity in construction
Construction companies report that the order situation is
developing robustly. Renovation activity remains brisk,
but there are also positive signs in new construction.
Low interest rates and a shortage of housing are seen as
supporting factors. Demand for facility maintenance
and building services also remains solid. Public sector
infrastructure projects are also underpinning orders

for some construction companies. The development of
demand from manufacturing and commerce, on the
other hand, is fairly subdued.



OUTLOOK

Solid business outlook despite high uncertainty
Overall, companies anticipate solid growth in turnover
over the next two quarters (chart 5). The outlook in the
services sector and construction in particular remains
robust. In manufacturing, by contrast, business prospects
have worsened somewhat. Companies point to a reluctance
to invest associated with US trade policy, but also to

the ongoing economic weakness in Europe, particularly
in Germany. In the current environment, manufacturing
companies especially are finding it difficult to make
reliable forecasts. There is too much uncertainty
surrounding the tariff situation. Companies cite general
economic developments, exchange rate fluctuations and
geopolitical conflicts as further sources of uncertainty.

A few report that export restrictions are making it
increasingly difficult to procure rare earths from China.

Cautious investment plans — moderate workforce
expansion

Companies plan to increase their capital spending only
slightly in the coming quarters. In manufacturing, the
focus is on necessary replacement investments and on
increasing efficiency by automating production processes.
Only few companies are planning to expand production
capacity markedly, as they can usually handle significantly
higher production volumes with their existing capacity.
Services companies are also investing cautiously, but overall
expect to increase spending on their IT infrastructure,
particularly when it comes to artificial intelligence and
cybersecurity.

Companies anticipate moderate increases in staff numbers
in the next two quarters (chart 6). Services and construction
companies plan to continue with solid increases in their
workforce. Some manufacturing companies, by contrast,
are envisaging reductions in staff numbers.

Wage growth expected to slow

The companies surveyed expect wage growth of 1.6%

on average this year, down from 1.9% last year (chart 7).
Given the decline in inflation and the fact that the
recruitment situation has largely returned to normal, pay
rises are increasingly being granted on an individual basis
again. For 2026, company executives expect wage growth
to decline further, to around 1.3%. However, companies
point out that the outcome of wage negotiations, which
often take place in autumn, is still uncertain and will be
influenced by the labour market situation, their own
business performance and the development of inflation.
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(negative) index values indicate an expected increase (decrease).

Source(s): SNB

Chart 7
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Chart 8

EXPECTED CHANGE IN PURCHASE AND SALES
PRICES
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About this report

Each quarter, the SNB's delegates for regional economic
relations hold more than 200 talks with company executives.
The selection of companies reflects the industrial structure of
the Swiss economy based on GDP and employment. Industries
subject to stronger cyclical fluctuations are somewhat
over-represented, while public administration and agriculture
are not taken into consideration. As a rule, the companies

in the sample have at least 50 employees. The sample changes
each quarter.

In the talks, the SNB's delegates capture primarily qualitative
information. The discussions are nevertheless structured in such
a way as to allow the delegates to grade part of the qualitative
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Small rise in purchase and sales prices in most cases
For the next two quarters, companies expect purchase and
sales prices to remain stable or rise slightly (chart 8).
Companies anticipate further increases in the purchase
prices of software licences and cloud services. At the same
time, some cite declining electricity and fuel prices as
factors curbing costs. Most companies expect fluctuations
in raw material prices to be fairly low, although they do
point out that reliable forecasts are difficult at present.
Overall there is considerable uncertainty, compounded by
the unpredictability of US trade policy.

As for sales prices, companies still see a certain need

to pass on purchase prices, which in some cases have
increased, and higher labour costs to their customers.
However, their scope for doing so is limited. Companies
often feel unable to raise their sales prices without losing
volume.

INFLATION EXPECTATIONS

The delegates also ask company representatives about
their own short and long-term inflation expectations.

Short-term inflation expectations as measured by the
consumer price index are slightly lower: The average for
the next six to twelve months (chart 9) is 0.8%, compared
with 1.0% in the previous quarter. Inflation expectations
over a three to five-year horizon have also declined
slightly, now averaging 1.1% versus 1.2% the previous
quarter.

information received according to a numeric scale. The five-tier
scale ranges from ‘substantially higher’ or ‘'much too high’ (+2),
‘slightly higher’ or ‘somewhat high’ (+1), ‘the same’ or ‘normal’
(0), ‘slightly lower" or ‘somewhat low' (-1), to ‘substantially lower’
or 'much too low' (=2). The index values shown in the charts
represent the average of the findings from all companies visited.

Further information can be found in the ‘Business cycle signals’
reports at www.snb.ch, The SNB/Regional economic relations.
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