

















Banking Process

Crown Forex has been preparing for obtaining a Banking License since three years
time, right from the beginning of its foundation. During this time the business,
policies, internal regulations and the entire paper work has been drafied and prepared.

The implementation phase was reached recently. This project is totally taken in charge
by KPMG, who will also be appointed as our internal auditors.

We chose as our external auditors PriceWaterhouseCoopers. PWC is not only one of
the best in their field, but they are also authorized and approved by the Federal
Banking Commission. Their mandate will be eftective starting the end of 2008.

A letter has already been sent to the Federal Banking commission informing them that
Crown Forex intends to pursue its present activities and that we are in the process of
putting in place all the organization and procedures required in order to be able to
fulfill all necessary requirements according to the bank regulations.

The name of the bank will be Crown Petroleum Bank. The application will be filed
within due time and we project to obtain the license by mid 2009. An initial increase
of 1570007000 USD is to be reached in January 2009.

Once the banking license and the securities dealer license are granted. we will be able
to expand our product range in order to satisty a wider range of investors with
different trading needs. Moreover, being regulated and cstablished as a bank and a
securities dealer will boost a higher level of security for customers all aver the world.

Shadi Swais
CEO s
Crown Forex SA '
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Audit by SFBC through PWC

The compliance department has implemented strong and competent procedures which
allow us to operate smoothly and perform our due diligence within the requirements
of the Swiss laws.

An evaluation of our compliance procedures and organization was performed by
KPMG as regards the application for the banking license. They came to the
conclusion that few amendments will be necessary in order to comply with the SFBC
and that we are currently compliant with ARIF requirements, that our anti-money
laundering organization is adequate and that money laundering risks are low.

An audit was also performed by SFBC through PWC that confirmed Crown Forex
being compliant with the Swiss faw and the current regulations imposed on financial
intermediaries.

Shadi Swa d

CEO
Crown Foreg
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TOWHOM IT MAY CONCERN

Bassecourt, November 2008

LoDro Martin Acbic in my capacity as a Member of the Board of Directors of Crown Forex SAC L

endorse the regulatony environment in which Crown Forex is active, Stringent laws and strict

ruum tions that are imposed on financial intermediaries and financial institutions ensure security of
nvestiments and a good reputation for Swiss (inancial institutions and banks.

Fwould Tike o state that Crown Forex has been a step ahead of the New Bankiny ()rdnmnu recarding
financial intermediaries. including FX Dealers such as Crown Forex. The pmj;u of obtaining «
banking license has been prospected. drafted and constructed since the company’s bheginnings, |
theretore confinm that Crown Fores is putting into place all the organization and procedures necessary
tor the implementation phase of the process and will fulfill all ne essary requirements (o prepare and
apply tor the banking Hicense in due time,

Based on the Tast audit report. the evaluation of the compliance and MIA procedures by KPMUG, as
well as hased on the audit performed by SFBC through PWC. | would like o contirm, in accordance
with the aforementioned. that Crown Forex is fully wmpham with Swiss law and has the necessary
MUA procedures and compliance processes in phu.c The Client identification procedures and MEA
orgatization and controls that are in plice at Crown Forex are not only in compliance with ARIF
requirements, but few wmendments will be needed in order to comply with the MLA requirements of
the Federal Banking Commission,

The tinancial performanec of the company can be outlined not only from its background. but also from
its future plans 1o raise the capital bevond the requirements of SFBC to comply with the requirciments
of a bank. but mostly to provide clients” funds with security and a higher level of capital protected
IVeStments.

Crown Forex high standing and reputation has been achieved through a proficiem Board of Dircctors (1
exclude me here as person as | ocannot judge myself) and a vers well organized and shilled
Management body. 1 theretore ad\mmluj% the proficiency and effectiveness of these two veny
impaortant bodies in the company whoe have brilfiantly developed the company and brought it 10 the
high fevel tt has reached a1 today.,

Pr. Muartin Aebi
Member of the Board of Directors
CROWN FOREX

Crown Forex 8A. Rue St-Hubert 38, CP 247, 2854 Bassecourl, Switzeriand. +41{(N32 420 70 70 Fax +41{0)32 420 70 78




SECURITY MEASURES

Funds security is one of Crown Forex main priorities. A secured financial environment is the
key to creditors’ confidence, solid business, and balanced cash flows. This guarantees steady
capital gain, capital growth, as well as a constant growth of assets.

Crown Forex is currently regulated under Swiss federal law (LBA, MLA) www.admin.ch.
Thorough supervision over funds movements and direction in the market as well as bank
transactions is conducted on a regular basis. With such a regulatory level, a stable growth
balance sheet and P&L sheet are constantly monitored, audited and reported to the regulatory
body.

Crown Forex is registered under number CH-670.3.003.714-2 with the Federal Commercial
Registry of Switzerland. You can access out registration at the Federal commercial Registry
internet address www.zefix.ch. We are part of the Swiss financial corporate system, as well as
a registered member of ARIF under letter C in the members section www.arif.ch.

Creditors’ funds are segregated. Credit Suisse, UBS and Arab Bank are Crown Forex main
depositary and intermediary banks. These banks stand as the largest banks in the world,
banking establishments that are strong enough not to be affected by the current financial
turmoil. Nevertheless, Crown Forex makes a clear statement that there is no special financial
guarantee in case of bankruptcy. It is not to be disregarded that we do have business
relationships with Credit Suisse, Deutsche Bank, UBS, Hellenic Bank, Arab Bank, and other
international financial institutions that act as our liquidity providers.

Crown Forex is audited by KPMG www kpmg.com, one of the world’s leading auditing, legal
and accounting firms. Strong internal organizational regulations have been put in place at
Crown Forex to insure a good control of the business and a sound and clear accounting and
trading book.

Crown Forex is currently working on receiving a full banking license from the Swiss Federal
Banking Commission to become a Swiss private bank this year or next year.
www.ebk.admin.ch/e

Client’s accounts with Crown Forex are fully segregated in accordance with Suisse financial
regulations. Association Romande des Intermédiaires Financiers (ARIF), one of the world's
most respected financial regulatory bodies, administers these regulations. In the unlikely
event of Crown Forex bankruptcy, clients would be considered as secured creditors and
receive priority in bankruptcy proceedings.

For these reasons and many more, your funds are safe with CROWN FOREX!

Crown Forex SA, Rue St-Hubert 38, CP 247, 2854 Bassecourt, Switzerland, +41(0)32 420 70 70, Fax: +41 (0)324207079
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“ CREDIT SUISSE
CREDIT SU}SSE St. Alban-Graben 1 - 3 Telefon  +41 6126677 11

Postfach 2660 Telefax  +4161 2667123
CH-4002 Basel www.credit-suisse.com
Switzerland

Corporate Baniing Crown Forex SA

Fi kunden Schweiz - KM ,
irmenkunden Schweiz U rue Saint-Hubert 38

Abdaliah Igran 2854 Bassecourt
Kundenberater

+41(0) 61266 76 81
abdallah.igran@credit-suisse.com

Basel, July 22, 2008

Bank confirmation in favour of Crown Forex SA

Dear Mr. Swais

As requested, we are pleased to confirm that Crown Forex SA was founded in 06.06.2005 as per

entry in the commercial register and that the company has maintained a business relationship with
our branch since 23.08.2005.

To date, the transactions executed through us have not given rise to any complaints whatsoever.

This bank confirmation is being given without any guarantee or liability on the part of the bank or
its representatives. It is based solely on the circumstances as known to us today, without consid-
eration of any information from public or private sources other than our branch. In keeping with
standard practice, we abstain from making any statement whatsoever with respect to the future,
nor is it possible for us to issue any update or correction of the information contained herein
based on facts or circumstances of which we subsequently aware.

Yours sincerely

CREDIT SUISSE

Sl ot

Fhristoph Frtdf Abdalish Igran
Vice President Assistant Vice President




| gl% UBS UBS AG

Paradeplatz 6
8098 Zurich

Michael Reichstein
Tel: +41-1-237 59 73
Fax: +41-1-237 41 59

Crown Forex SA
Rue St. Huber
2854 Bassecourt

July 21, 2008

RE: Crown Forex SA

Dear Madam
Dear Sir

Crown Forex SA, domiciled in Bassecourt - Switzerland, instructed us to provide you with the
following information about their business relationship with our bank in Zurich, Switzerland.

We would like to confirm that our bank started doing business with Crown Forex SA in the year 2008,
Since that time they have always been a valued client of our bank's Wealth Management division in
Zurich.

This above information is based on our current knowledge and is given for the purpose of

information only and without any responsibility on the part of our bank and/or its employees, This
information must not be disclosed to any other person without the prior permission of our client.

Sincerely yours,

UBS AG Zurich

Nadia Viero Pievani
Director Authorised Officer




Deutsche Bank

Crown Forex SA
Rue St-Hubert 38
2854 Bassecourt
Switzerland

July 31, 2008
To whom it may concern,

This letter is to certify that Crown Forex SA is a current client of
Deutsche Bank AG London since December 27, 2006. To date Crown
Forex SA is a client in good standing with dbFX, they have fulfilled all
of their financial obligation with dbFX.

Sincerely,

g,,é J LOFors

Betsy S. Waters
dbfx Global Director
Deutsche Bank

60 Wall Street

5 Floor

New York, NY 10005




BANKING PRIVACY

Is a numbered account anonymous?

Contrary to the myth that is still rife, there are no anonymous accounts in Switzerland.
The names of owners of numbered accounts are known to the bank but only to a
limited circle of people. From the due diligence point of view, there is no difference
between a numbered account and a named account.

What is the legal basis for Swiss banking privacy?

The confidentiality of client-related banking information is very well protected in
Switzerland. Nevertheless, this protection is not absolute. Swiss banking privacy
originates from the protection of the right to personal privacy, anchored in the Swiss
Civil Code. The banker's Due Diligence Agreement also stems from contractual bonds
between the bank and its client. Finally, it is formally defined in article 47 of the
Federal Banking Law, whereby heavy sanctions are imposed should the banker fail to
honor his duty of professional secrecy.

Is Swiss banking privacy absolute?

Swiss law specifically provides for cases when banking privacy may be lifted. For
example, when criminal proceedings are instigated in Switzerland, under no
circumstances may the bank take refuge behind banking privacy to avoid providing
the law with information, or if it should be called to witness regarding the accounts of
a client in connection with the inquiry. In the same way, if the conditions are met for
international co-operation in criminal proceedings, the competent Swiss authorities
can be called upon to provide their foreign counterparts with information on accounts
held in Switzerland by foreign residents implicated in criminal proceedings.

Crown Forex SA, Rue St-Hubert 38, CP 247, 2854 Bassecourt, Switzerland, +41(0)32 420 70 70, Fax. +41(0)32 4207079
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Executive Summary

Despite the robust economic situation, the credit and financial crisis in the USA also left its mark on
the earnings of the banks in Switzerland. The poor conditions on the international financial markets
already weighed heavily on trading business profits in the second half of 2007. Consequently the
banks’ overall earnings in 2007 fell by 3.1%, although the trend in commission business continued to
be gratifying. Despite the turbulence in the financial world the banks in Switzerland recruited signifi-
cantly more staff in 2007 (+4.4%). At the beginning of 2008 the general economic conditions deterio-
rated markedly for the banks, which led to a negative trend in both earnings and assets under man-
agement. Employment growth also slowed down in the process: according to a survey conducted by
the Swiss Bankers Association (SBA), staff levels still increased by 1.2% in the first half of 2008. It is
possible that staff levels will grow by about 1% in 2008 as a whole, whereas a decrease tends to be
expected for bank earnings and assets under management.

Decrease in the banks' The banks in Switzerland were unable to escape the turbulence that occurred

earnings on the international financial markets in the second half of 2007. Their earn-
ings attained about CHF 70.7 billion in 2007 as a whole, which was a 3.1%
decrease. Earnings from trading business dropped sharply, whereas the trend
in commission business continued to be gratifying. Earnings from conven-
tional interest margin business could also be increased. During the first half
of 2008 the trend in the business environment was unfavourable for the
banks, in both trading and commission business. The performance of the fi-
nancial markets is hardly likely to improve in the second half of the year; it
would therefore not be surprising if bank earnings were to post a negative
trend for the year 2008 as a whole.

Demand for creditis  Thanks to the robust economic situation the credit market in Switzerland

slowing down inthe  continued to be brisk in 2007. In overall terms, the loans taken out rose by

current year 7.1% and thus once again by much more than the previous year. It was
mainly private companies that had a great need to be financed by outside
capital owing to their investment activity. In contrast, growth of mortgage
loans - which account for just on 80% of the credit volume - slowed down,
owing to increased mortgage interest rates and the end of the housing boom.
The demand for credit is likely to weaken noticeably in the current year, on
the one hand as a consequence of higher interest rates and, on the other, ow-
ing to the slowdown in economic activity.

Assets under manage-  Assets under management, as measured by the securities portfolios held on
ment declining in client custody accounts, increased in 2007 as a whole by a gratifying 7.7%,
2008 although the trend deteriorated as the year progressed. In overall terms the
banks in Switzerland managed total client assets of about CHF 5,400 billion
at the end of 2007. The strongest increase in 2007 was recorded by collective
capital investments (investment funds), whereas equity holdings stagnated
and bonds increased only slightly, as in the previous year. Owing to the stock
market slide the assets under management decreased significantly in the first
half of 2008 (-10%). In addition, funds were shifted between banks. But in
net terms the outflows and inflows of new money should cancel each other

SBA Banking Barometer 2008 2




Strong growth in staff
in 2007

A further but slower
increase in employ-
ment in 2008

out. Unless share prices fall again sharply, the assets under management can
be expected to tend to stagnate over the coming months. This means the de-
crease seen in the first half year cannot be caught up and it has to be assumed
that the value of the assets under management at the end of 2008 will be
lower than at the end of 2007.

The moderate performance of banking business in the second half of last year
was not reflected in the labour market. The staff levels in the banks in Swit-
zerland at the end of 2007 were 4.4% higher than at the end of 2006, which
is the highest annual increase since the Swiss National Bank began to collect
the data in 1987. Thus the previous year's positive trend continued. The for-
eign banks in particular increased their staff levels significantly (+12.2%). In
absolute figures the big banks (+1,186 full-time equivalents) also strongly in-
creased their employment levels in Switzerland despite the financial crisis.

According to a survey conducted by the SBA among the banks in Switzer-
land, another increase in employment is emerging during the current year,
although at a slower pace. According to the survey, in the first half of 2008
staff levels still increased by 1.2% compared with the end of 2007. In addi-
tion to the financial crisis, the slowdown in the economy is also contributing
to the slightly less dynamic employment situation. The SBA survey gives a
positive assessment in terms of employment for the remainder of 2008. More
than one third of the banking institutions surveyed assume that their staff
levels will be higher at the end of 2008 than in mid-2008. In overall terms,
the increase in employment in the Swiss banking sector in the current year
will be about 1%.

SBA Banking Barometer 2008 3




1 Macroeconomic trends

The world economy has clearly lost momentum since the beginning of 2008. The marked commodity
price increases are massively depriving the commodities-importing countries of purchasing power and
are putting pressure on consumers and companies alike. The situation is compounded by the tensions
that are still gripping the global financial and credit markets and by painful price corrections on nu-
merous western real-estate markets. The Swiss economy will not be able to escape the generally
weaker global economic environment. However, the Swiss domestic economic situation — which is still
robust, unlike many other western national economies - should help to contain the negative repercus-
sions of the factors that are weighing on the economic situation.

1.1 World economy

The world economy  Since the beginning of 2008 global economic activity has clearly slowed

has clearly lost mo- down in the wake of the factors that are weighing on the economic situation:

mentum the US real-estate crisis, the tensions this has triggered on the global financial
and credit markets and the increase in commodity prices. A prime cause for
concern is the fact that the weakness which had already been observable in
the US economy since 2007 spread increasingly to other OECD countries in
the course of the second quarter. This applies in particular to the euro zone,
where the economic performance in the second quarter of 2008 decreased for
the first time in five years (-0.2%) compared with the previous quarter.

Figure 1-1 Real Gross Domestic Product, Figure 1-2 Employment,
% change vs. previous year % change vs. previous year
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Economic momentum But even the upturn - which until now had been extremely strong - in the

is flagging even in the emerging Asian economies appears to be increasingly dampened as a result of

emerging countries the marked increase in inflation rates and the generally flagging demand for
exports. In this connection particular mention should be made of the impor-
tant Indian economy.

Weak growth in the ~ Although the economic momentum in the USA even accelerated slightly in

USA continues the first half of 2008 - contrary to the fears that the trend in the economy
would decline -, it continued to run at well below its potential. The downside
risks for the economy remain considerable. In view of the record high infla-
tion rate and increased unemployment, this applies in particular to private
consumption, the direct effect of which contributes about 70% to US gross
domestic product.
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1.2 Swiss economic performance

Economic momentum
has weakened

Upturn on the labour
market continued in
the first half of 2008

Consumer sentiment
has fallen significantly

According to the quarterly estimates of the State Secretariat for Economic
Affairs (SECO), since the beginning of 2008 Switzerland's economic per-
formance has lost momentum in a generally weaker global economic envi-
ronment and amid the tensions on the global financial markets. However, the
Swiss economy has to date proved more resistant to these economic stress
factors than most of its European neighbours. Thus real gross domestic
product expanded by a still-robust 2.3% during the second quarter of 2008
compared with the same quarter of the previous year. Swiss economic growth
was again substantially supported by foreign trade, but primarily by strongly
expanding consumer expenditures. In contrast, the investment activity of
Swiss companies eased off at a high level.

Figure 1-3 Real GDP, Switzerland, Figure 1-4 Employment in Switzerland,
% change vs. previous year % change vs. previous year

2006Q1 Q3 2007Q1 Q3 2008Q1

Source:  seco, BFS Source: BES

The trend in retail sales and newly-registered passenger vehicles has been
positive until recently. Unlike many other western industrialized countries,
private consumption in Switzerland continues to benefit from the very good
state of the labour market. The employment figures rose in the second quar-
ter — despite a slight tendency to weaken — by a strong 2.3% compared with
the same quarter of the previous year. The seasonally adjusted unemployment
rate is currently 2.5%, an almost six-year low.

The winds that are unfavourable for private consumption are blowing more
strongly, however. Until now it has been mainly the income gains connected
with the positive trend on the labour market that have helped to offset the
sharp increase in inflation rates. As a result of the slowdown in economic ac-
tivity, however, the labour market and thus the trend in income are also
likely to lose momentum in future. Swiss consumer sentiment has already
fallen significantly in the first two quarters of 2008, for which the inflation-
ary tendencies are partially responsible. In July the Swiss inflation rate rose to
3.1% and thus to its highest level since 1993. The decline in oil prices since
mid-July gives some hope that the current inflation cycle has peaked, a view
that is also supported by the fact that annual inflation in August already fell
slightly to 2.9%.
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1.3 Special topic: Credit and financial crisis

Non-liquid mortgage
derivatives as the
triggering factor

Impact on the
global economy

Lower US imports are
slowing down our
exports

Lower credit volumes
are slowing down
investments

The current financial crisis has surprised observers with its severity. Although
there had been signs of overheating in the US real-estate market for some
time, the risks involved nevertheless seemed to be calculable. Very few in-
vestment specialists had imagined that the investment products linked
through derivative instruments to the real-estate sector would not simply lose
a greater or lesser amount of their value during a phase of real-estate price
correction but that no prices would be quoted at all any longer for such
products, which would thus become completely illiquid.

The illiquidity of these derivative instruments also led, inter alia, to a situa-
tion in which the holders concerned were obliged to make large write-downs.
A number of US banking institutions even had to register for bankruptcy. It is
known that some Swiss banking institutions also had to make considerable
write-downs. But what are the economic repercussions of the US subprime
crisis for Switzerland? In what follows, five transmission channels will be
presented, ranked in order of importance.

1. The demand effect:

The collapse of the US residential housing market pushed housing construc-
tion deeply into deficit and, together with the flagging trend in other invest-
ments and consumption, has taken the US economy to the brink of recession.
Accordingly US imports are decreasing, its trading partners all over the world
are able to deliver fewer goods to the USA, so that their economies are also
slowing down. In the EU, for example, GDP in the second quarter of 2008
slipped below the value of the previous quarter. Thus Switzerland is export-
ing less, not only to the USA but also to its most important buying countries.
Since over 60% of Swiss goods exports go to the EU and only just on 10% to
the USA, this loss of momentum is having a negative impact on macroeco-
nomic performance in Switzerland.

2. The capital market effect:

The liquidity situation of various financial institutions has also deteriorated
as a result of the illiquidity of many mortgage-backed derivatives. This means
that the volumes on the interbank market have dropped significantly since
the banks “mistrust one another. This increased caution is also expressed in
a significantly higher risk margin: the difference between the interest rates on
the euro market and the benchmark rates of the corresponding central banks
has clearly widened. Thus the tension on the credit markets is also increasing
credit costs and reducing credit volumes, which is leading to a lower volume
of investment and less economic growth. The economic growth potential
might also be slowed by the lower capital stock.
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Losses of wealth
hit consumers

Poor sentiment
slows demand

Bank losses reduce
tax revenues

Conclusion: diverse
negative effects

3. The wealth effect:

Real-estate prices have fallen not only in the USA but also in some European
countries. In Switzerland, however, this is not (yet) the case. On the other
hand, the stock markets have fallen sharply, on average by about one third
all over the world. Many assets have shrunk and people have grown poorer,
which increases reticence about incurring major expenditures. If the bear
market were to continue for much longer, the pension funds would also be
affected: the degree of coverage is falling as a consequence of the asset losses,
and this might become perceptible for the insured in the next few years.

4. The psychological effect:

The daily media reports about mounting bank losses and falling share prices
are accentuating the general uncertainty that many economic players are
feeling. Possible income losses or even the loss of their job have considerably
depressed consumers® sentiment in Switzerland and are urging people to be
cautious. Panic saving leads to lower consumer demand. And in companies,
procurements and investments may be postponed if the possibility of a poorer
business situation is expected. All these factors reduce macroeconomic de-
mand and slow down GDP growth.

5. The bank effect:

The losses sustained by the financial institutions in their US business now
amount to approximately 500 billion US dollars, which corresponds roughly
to Switzerland's total gross domestic product for the year 2008. Since Swiss
banks are also affected to the tune of appreciable amounts, their profits are in
some cases strikingly lower. Consequently the tax revenue collected by the
federal government, cantons and municipalities is falling, with Ziirich being
particularly badly affected. In some cases jobs are also being shed. It is also
possible that the particularly badly affected banks will suffer from an im-
pairment of their image, which may have a negative impact on their asset-
management business, even in the longer term.

The overall effect of the US subprime crisis on the Swiss national economy is
the sum of the different individual effects. The intensity will also depend deci-
sively on the duration of the financial crisis. When will the players have the
feeling that the crisis has been overcome? The stock market performance
plays a major role here, not least because the media also let themselves be
greatly influenced by it. Then the economy in general and investments in par-
ticular will again show an upturn, which will also benefit the banks again. It
is, of course, not only the subprime crisis that is currently weighing on our
economy: the sharp increase in commodity prices also has to be taken into
account, as they are depriving the western world of a considerable amount of
purchasing power.
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2 Capital markets

The trend in interest rates was divided into two phases during the year 2008 to date. Until well into
July the performance of the Swiss capital market was characterized by a rising trend in the interest-
rate environment. In the course of August the yields on Swiss government bonds fell quite sharply,
however. Thus the market was again dominated by fears that the economic situation would weaken
significantly, but also by the search for more security owing to the financial and credit crisis. In con-
trast, the fears of inflation receded somewhat in the background. The US credit crisis brought an
about-turn on the financial markets, with investors’ mood clearly deteriorating at the beginning of
2008. A sustained recovery can hardly be expected during the coming months.

2.1 Interest and exchange rates

Interest rates tended to  The trend in the Swiss interest-rate environment during the year 2008 to date

rise during the whole
of the first half of
2008

Since mid-July interest
rates have moved
down again from their
annual highs

reflected primarily the different weighting of the main risk factors. Up until
July the dangers of inflation resulting from the record high oil prices were the
predominant feature. The general increase in inflation expectations and the
associated prospects of a further tightening of monetary policy caused the
yield on 10-year Swiss government bonds to rise to 3.4% in the meantime.
The corresponding yield had been about 3% at the beginning of 2008.

Figure 2-1 Swiss Federal Bond Yields and 3-month Libor, in %
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In the course of August, however, the fears of inflation have receded into the
background as far as the setting of interest rates is concerned. In particular,
since mid-July oil prices have again moved significantly down from their
record levels of around 145 US dollars per barrel. This, in conjunction with
flagging economic activity, gives some hope that the current inflation cycle
has already peaked. It means there is less likelihood that the central banks
will chart a more restrictive monetary policy course. In the meantime interest-
rate cuts are indeed no longer being ruled out as a reaction to the weakening
of the economic situation. The fears of a greater-than-expected slowdown in
global economic activity but also the high risk aversion caused by the credit
and financial crisis have again pushed the yield on Swiss government bonds
to well below their previous highs for the year.
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The dollar has re- Between January and mid-July 2008 the Swiss franc appreciated markedly, in
cently appreciated particular against the US dollar, which in the meantime has even fallen below
again parity. At the end of August, however, the CHF/USD exchange rates were not

far away from their corresponding January values, which reflects primarily

the change in economic expectations. During the first half of 2008 it had still

been generally assumed that the US economic situation would be weak or in
; recession but that the global trend would be robust. Since then, however, the
growth expectations for the rest of the world have become much gloomier,
whereas the US economy is likely to perform better than was feared until re-
cently. The US dollar benefited from this reassessment.

2.2 Stock markets

Credit crisis led to The international financial markets underwent a reversal with the outbreak
slide on stock markets of the subprime crisis in the USA one year ago. Many financial institutions
recorded losses amounting to billions, thus unsettling investors. The slide in
share prices - particularly financial stocks - was interrupted only by short
phases of recovery. In overall terms, the SMI in Switzerland and the Stoxx50
index in the euro zone each fell by about 25% from mid-2007 to mid-2008,
while the Dow Jones Industrial index corrected by 15% over the same pe-
riod. This meant that the share indices fell back to their level of the end of

2005.
Switzerland, Europe, Figure 2-2 Stock exchange indexes (3 January 2000 = 100}
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The situation wors- Closer examination of the course taken by the crisis reveals a sharp drop in
ened in early 2008 investor sentiment at the beginning of 2008. In the second half of 2007 the

downturn on the US and European stock markets was initially only slight (-
1% to -2%), before the situation worsened at the beginning of 2008 (-15%
to -25%). Although a number of companies were able to announce out-
standing results for the year at precisely this time, the scale of the losses
caused by the financial market crisis worldwide increased by more than ex-
pected.
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The higher oil price One factor weighing on the economy was the oil price, which in the first half

has exacerbated the of 2008 climbed from record to record. The increase in the oil price caused

financial crisis the crisis to affect ever broader circles. Although the oil price has declined
perceptibly since mid-July, energy prices as a whole continue to stand at a
very high level. In view of the inflationary risks, the central banks in Europe
have until now been unable to lower their key interest rates and thus contrib-
ute to an improvement in sentiment, despite the flagging trend in macroeco-
nomic activity. A sustained recovery on the stock markets can hardly be ex-
pected in the coming months.
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3 Bank earnings

The carnings’ of the banks in Switzerland decreased by 3.1% in 2007. Following substantial increases
in the previous three years, this drop is attributable to the poor trading conditions on the financial
markets in the second half of 2007. Thus earnings from trading business dropped sharply, whereas
the trend in commission business continued to be gratifying. Earnings from conventional interest mar-
gin business could also be increased. The year 2008 got off to a bad start for the banks, in both trad-

ing and commission business. The turbulence on the financial markets is hardly likely to calm down

in the second half of the year; a negative earnings performance for the year 2008 as a whole would

therefore not be surprising.

Earnings decreased in
2007 by 3.1%

Trading business
severely affected

The total earnings of the banks in Switzerland decreased by 3.1% in the year
2007 and thus performed worse than expected in the last edition of the Bank-
ing Barometer. Following three very gratifying years, the trading business
conditions deteriorated so much in the second half of 2007 that the result
was an almost 60% drop in earnings on trading business for the year as a
whole, a decrease that determined the negative performance of overall earn-
ings. Despite the decrease compared with the previous year the banks’ earn-
ings in 2007 still attained more than CHF 70 billion.

Figure 3-1 Earnings performance by banking activity, in billions of CHF
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Source: SNB

The earnings situation in trading business was severely affected by the turbu-
lence on the financial markets in 2007. Following three gratifying previous
years, in which the banks were able to take advantage of the outstanding
conditions on the capital and stock markets, the market deteriorated con-
tinuously in the second half of 2007. As a result, earnings in trading business
slumped by almost 60% to about CHF 5.6 billion. The big banks in particu-
lar were responsible for this decrease, as their earnings from trading business
in 2007 were only 16% of the previous year's value. The dominance of the
big banks in Swiss trading business consequently dropped from a share of
75% in 2006 to 30% in 2007. In addition to the big banks, the cantonal

1

Bank earnings are defined as revenues minus expenses in the four business activities. Bank earnings less staff and operating

expenses makes gross operating profit.
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Half of earnings came
from commission
business

Commission business
as a prop for growth

Interest business
benefits from strong
economic activity

banks also had to sustain a negative performance in trading business, while
the other banks - in particular the foreign banks - were able to increase their
earnings.

Figure 3-2 Earnings structure by business Figure 3-3 Earnings by banking groups, 2007
sectors, 2007

Raitfeisen private bankers
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Other proft savingsbanks 3
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business
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2%

Foreign barks
19%

Commission
business
52%
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13%
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Source: SNB Source: SNB

In contrast, commission and services business made a positive growth contri-
bution to overall earnings in 2007, as it had done in previous years. Despite
the financial crisis, earnings in this business rose by a further 16% to CHF
36.8 billion, which corresponds to a slight acceleration compared with the
previous years. The importance of this business activity thus increased mark-
edly: in 2007 it accounted for 52% (2006: 43%) of total earnings. This
meant that for the first time since bank statistics began commission business
contributed more than half of the Swiss banks’ earnings. In 2007, as in previ-
ous years, the largest increase in commission business earnings was achieved
on securities and investment business, which at the same time accounts for
the largest share of such business, thus confirming the role of asset manage-
ment as the Swiss banks’ core business.

Almost all banking groups were able to record an increase in earnings from
commission business. The foreign banks and private banks attained substan-
tial growth rates of over 20%. Earnings in this business activity also in-
creased gratifyingly by about 16% in 2007 at the big banks, which conduct
at least half of all commission business in Switzerland.

In conventional interest margin business retail banking finally benefited from
the good domestic economic situation and the higher demand for loans,
which led to a sound earnings performance. Earnings in interest margin busi-
ness increased last year by 3.6% to CHF 22.9 billion, after having fallen
steadily over the previous three years. The various banking groups experi-
enced different trends: whereas the big banks had to sustain a further reduc-
tion of earnings from retail banking (-7.8%), the other banking groups re-
corded increases in earnings. The most significant increases in interest-rate
margin business were recorded in 2007 by the foreign-controlled banks on
the one hand (+29.9%) and by the cantonal banks (+4.8%) and the Raif-
feisen banks on the other hand (+4.4%).
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3.1 2008 earnings performance

Bad start to the first
half-year of 2008

Losses in trading
business and
commission business

Stable interest-rate
business

No recovery until
the end of the year

In the first half of 2008 the banks faced a very difficult market environment,
which was characterized by a poor stock market performance, low trading
turnovers and low activity in the investment segment. Whereas the banks in
Switzerland had been comparatively little affected by the turbulence sur-
rounding the US credit crisis in 2007, the impact was now revealed in a bad
start to 2008. Investors’ uncertainty increased in both the first and the second
quarters of 2008. The sustained worries about the banks’ liquidity and the
general slowdown in economic activity that had originated in the USA led to
a poor stock market performance. Investment banking in particular suffered
from the difficult market conditions, recording lower earnings.

Some financial institutions had to report losses in trading business for the
above-mentioned reasons. But in the commission and services business activ-
ity as well, earnings in the first six months of 2008 turned out to be lower
than in the first half of 2007. Not only the big banks but also the large can-
tonal, private and foreign banks suffered from the difficult market conditions
on the financial markets, with negative repercussions on asset management.
Performance-related commissions and brokerage revenues in particular sus-
tained a clear-cut reduction caused by falling stock prices and investors’ more
cautious trading activity. Market-determined decreases were recorded in cli-
ents’ funds. Furthermore an increased volume of assets was transferred from
one bank to another, although the net effect within Switzerland is likely to be
close to zero.

Unlike trading and commission business, the trend in interest margin business
was slightly positive in the first half of 2008 in view of the comparatively
robust Swiss economy and higher mortgage interest rates for the majority of
banks compared with the same period of the previous year.

The trend in earnings for the remainder of the year is difficult to estimate.
The way the stock markets move will be determining for the financial institu-
tions’ results. For that reason it is difficult to predict the outlook in trading
business but also in commission business. From today's perspective it would
be very optimistic to assume that the market conditions will recover by the
end of the year. First and foremost, the banks will again achieve lower earn-
ings from trading business than in the previous year. The prospects are also
rather poor for asset management owing to the pessimistic stock market envi-
ronment. The continuing crisis on the US mortgage market might impact the
Swiss banks again and impair their overall business. Against this backdrop
the prospects for aggregate earnings in the second half of 2008 are not grati-
fying and a negative earnings performance for the year 2008 cannot be ruled
out.
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4 Balance sheet and credit business

The balance sheet total of the banks in Switzerland increased significantly last year by 8.3% and now
amounts to 3.46 trillion Swiss francs. On the assets side of the banks’ balance sheets, receivables in
Switzerland increased again more strongly than did reccivables abroad for the first time in four years.
Receivables from banks and clients continued to rise significantly, whereas mortgage loan receivables
lost some growth momentum on account of the higher interest rates. The largest increases in balance
sheet total in 2007 were recorded by the foreign banks and private banks. The credit market in Swit-
zerland was extremely brisk thanks to the good level of economic activity. In overall terms, the loans
taken out rose by 7.1% and thus once again by much more than the previous year. It was mainly
private companies that had a great need to be financed by outside capital owing to their investment
activity. During the current year the demand for loans is likely to weaken noticeably. On the one
hand, as a consequence of rising interest rates, and due to the slowdown in the cconomy on the other.

4.1 Balance sheet®

Balance sheet total of  The balance sheet total of the banks in Switzerland amounted to just under

the banks at the end of CHF 3.46 trillion at the end of 2007, which was 8.3% more than at the end

2007: CHF 3.46 tril-  of 2006. However, growth turned out to be slightly weaker than in the previ-

lion ous year (2006: +12.2%). For the first time in four years the asset positions
in Switzerland increased more strongly (+9.8%) than the foreign positions
(+7.5%). In contrast, the trend seen in the previous years continued on the li-
abilities side. The increase in liabilities to foreign countries (+9.2%) signifi-
cantly exceeded the growth of domestic liabilities (+6.7%).

Assets and liabilities of

Figure 4-1 Breakdown of assets, end 2007 Figure 4-2 Breakdown of liabilities, end 2007
the Swiss banks at the -
Equtyfinance  Lisbilties to
end of 2007 Oter acscts 1% Securties Other “ banis
Debentures
Customer Merigage and bonds
receivables Joans.
21% py
Money market
Bank recavables
recevabies *
20%
Source: SNB Sowrce: SNB
Assets: further in- On the assets side of the banks’ balance sheets, receivables from banks and

crease in receivables  clients (15% each) continued to rise in 2007. Mortgage loan receivables

from clients and banks (+2.2%), the third large position, increased last year much more weakly than
in the previous years on account of increased interest rates and the end of the
housing boom. Growth in trading portfolios of securities and precious metals
(+5.1%}) was also markedly weaker than in the past.

Liabilities: a decrease ~ Whereas liabilities to banks had risen by a double digit percentage in the last
in liabilities to banks  four years, a decrease of 0.3% was recorded in 2007 as a result of the ten-

2 The balance sheet business gives some insight into the sources of refinancing (liabilities) and the breakdown of the banks’

receivables {assets). The balance sheet is of interest especially for interest margin business.
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Weaker increase in
balance sheet total

sions in international financial business. In contrast, liabilities to customers
(+10.5%) continued to develop just as dynamically. The restructuring of sav-
ings deposits into time deposits continued owing to the increase in the level of
interest rates. Whereas savings and investment liabilities to clients (-6.4%)
decreased, the other liabilities continued to rise (+16.5%).

Table 4-1 Balance-sheet totals by banking groups, 2006 and 2007

Number of Balance sheet total Increase in
banks (bill. CHF) balance sheet total
2007 2006 2007 2006 2007
Cantonal banks 24 3431 356.6 4.9% 3.9%
Big banks 2 2,198.4 2,341.1 15.1% 6.5%
Regional and savings 76 86.0 85.3 2.5% -0.7%
banks
Raiffeisen banks 1 114.0 123.1 5.4% 8.0%
Other banks 183 410.6 487.8 7.4% 18.8%
Of which forcign 122 239.1 288.9 4.8% 20.8%
banks
Branches of foreign 30 237 34.4 35.7% 45.6%
banks
Private bankers 14 18.6 29.5 7.9% 59.0%
Total 330 3,194.2 3,457.9 12.2% 8.3%
Source: SNB

Growth of the balance sheet total at 6.5% turned out to be weaker in 2007
than in the previous year, particularly at the big banks. The cantonal banks
also sustained a small dip in growth. In contrast, the foreign banks (+20.8%)
and in particular the branches of foreign banks (+45.6%) continued to sig-
nificantly increase their balance sheet totals. The highest increase in the bal-
ance sheet total was achieved by the private bankers (+59.0%).

4.2 Credit business

Investments led to
high demand for
credit in 2007

The good trend in the Swiss economy led in 2007 to a sustained high demand
for loans. The already very high level of growth seen in 2006 (+5.0%) was
even exceeded last year (+7.1%). The other loans increased markedly by
22.4%, while mortgage loan growth (+3.7%)° weakened slightly owing to
somewhat higher interest rates. The increase in the number of building loans
that were taken out was a high 28.6%. The total sum of all loans taken out
with the banks in Switzerland amounted to CHF 816.1 billion at the end of
2007.

3

The mortgage loans in the credit statistics are slightly lower than in the balance-sheet statistics owing to the different basis

for the survey. The two sets of statistics therefore give different growth rates.
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Loans taken out from
banks in Switzerland

Share of mortgage
loans fell in 2007

Primarily private
companies with

a large borrowing
requirement

Figure 4-3 Trend in take-up of loans in Switzerland by type, in bill, of CHF

GO0 o = = m e e e o D Dl e e e e e

BO0 4 = = e e e

700

W Other loans
B Morigage loans

2000 2001 2002 2003 2004 2005 2007 2008 06

* Since 2006 all 411 Raiffeisen banks have been covered by the statistics. Previously only 34.
Source: SNB

Although the share of mortgage loans fell by two percentage points in 2007,
this type of loan remains the most important category with just under 80%
of the total volume of loans. The big banks were able to further strengthen
their position as the main provider of loans last year. Their share of all loans
taken out rose by two percentage points to 38% at the end of 2007. The
banks that lost market share were the cantonal banks. Their share fell from
32% in 2006 to 30% in 2007. The other banks and the regional banks like-
wise sustained a slight loss of market share (-1% percentage point each).

Figure 4-4 Breakdown of lending by type of Figure 4-5 Breakdown of lending by bank
loan, end of 2007 group, end of 2007
Building loans
1%
Other banks
COther toans 24%

Regional
barks
8%

Source: SNB Source: SNB

The extremely high growth in credit was generated primarily by private com-
panies. In overall terms, the loans taken out increased in 2007 by 18.1% to
CHF 236.5 billion. Households, which at CHF 540 billion account for the
largest share of aggregate loans, increased their indebtedness by only 3.1%.
The public sector increased its demand for loans by 3.4% in 2007.
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Table 4-2

Domestic credit volumes by sectors, in mill. CHF

Weaker demand for
credit in the first
half of 2008

. ) Total lending Mortgage loans
Credit volume (in mill. CHF) (in mill. CHF)
Endof2007 ~ Chamgefrom | oy poggy  Change from
previous year previous year
Households 540,044 3.1% 501,008 3.6%
Share in 2007 66.2% 77.0%
Private companies 236,553 18.1% 136,268 4.1%
p
Share in 2007 29.0% 20.9%
Public sector 39,508 3.4% 13,785 4.5%
Share in 2007 4.8% 2.1%
Total 816,105 7.1% 651,061 3.7%

Loans taken out according to credit volume statistics
Source: SNB

The slightly slower pace of the Swiss economy was also clearly revealed in the
demand for loans in the first half of 2008. Both households and private busi-
nesses cut back on their use of outside capital. In the first six months the total
volume of loans still increased by 2.1% (first half of 2007: +3.2%). The
weaker momentum of demand was perceptible in all loan groups. Both the
building loans that were taken out (+7.3%) and mortgage loans (+1.7%) and
other loans (+3.3%) increased much more weakly than in the first half of
2007. Owing to the rising trend in interest rates, the slightly weaker demand
for loans is likely to be accentuated in the remaining months of 2008. In ad-
dition, the end of the economic cycle is also causing a flattening of the
growth dynamic in demand for credit. It is thus logical to expect weaker
growth in all loan categories for the year 2008 as a whole.
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5 Assets under management

Assets under management', as measured by the securities portfolios held on client custody accounts,
increased in 2007 as a whole by a gratifying 7.7%, although the trend deteriorated as the year pro-
gressed. The strongest increase in 2007 was recorded by collective capital investments, whereas equity
holdings stagnated and bonds increased slightly, as in the previous year. In the first half of 2008 the
assets under management fell by a significant 10%. In addition, funds were shifted between banks,
but in net terms the outflows and inflows of new money should cancel each other out. Unless share
prices fall dramatically, the assets under management can be expected to tend to stagnate over the

coming months.

Positive trend in assets
under management

in 2007

Securities portfolios
worth CHF 5.4 trillion
held on client custody
accounts at end of
2007

Marked increase in
collective capital
investments

As expected in the last edition of the Banking Barometer, the assets under
management at the banks in Switzerland increased relatively strongly in 2007
despite a deterioration in the market conditions. The securities held on client
custody accounts again rose by 7.7%, after very high growth rates had al-
ready been achieved in the previous years (2005: +25%; 2006:+14%). At the
end of 2007 the banks managed total client assets amounting to CHF 5,403
billion, although this total value had been much higher in October 2007. In
the first half of the year the banks benefited from the extremely positive per-
formance of equities and investment funds and from inflows of new money;
in the second half of 2007 the securities portfolios displayed a slight down-
ward trend (-2%) owing to the stock market slide. Over the year as a whole
the custody account balances of commercial and institutional clients in-
creased only slightly more strongly than those of private clients.

Figure 5-1 Trend in securities on client custody accounts by type, in billions of CHF
5'500 5
. B Other
5000 1 Collective capital investments
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Status: at year’s end in each case

Source: SNB

The highest growth rates have for years been recorded in the securities cate-
gory “Units in collective capital investments®. This trend could also be ob-
served last year: collective investments (= investment funds) increased in 2007
by 20.5%, a similarly high rate to that of the previous year. Account should

Although there are no accurate statistics to date on assets under management in Switzerland, the securities held on client
custody accounts of branches in Switzerland may be regarded as good indicators for this purpose.
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Stagnation of
equity portfolios

Stable trend in bonds

Clients from abroad
hold 58% of all cus-
tody account portfo-
lios

Stronger growth
among domestic cli-
ents

be taken of the fact that a statistical effect also plays a role here: since 2007
this investment category has also included closed-ended products in addition
to open-ended (previously the closed-ended products were in the equities
category). Consequently the share in terms of value that investment funds ac-
counted for out of total securities held on client custody accounts rose to
31.3%, which confirms that this type of security is the second largest. Institu-
tional investors contributed most to the growth of investment funds (+35%).
Commercial customers increased their investment fund units by 16% and
private customers by 8% in 2007.

The portfolio of equities - the largest securities category (share in 2007:
36.7%) - was only just above the previous year’s level (+0.8%) at the end of
2007. Here the consequences of the incipient stock market slide could be felt,
which reduced the value of the equity portfolios but also increased investors’
risk aversion. The portfolios of institutional investors, who react quickly with
restructuring operations when the stock markets slide, even posted a negative
trend (-0.9%). In contrast, the equity portfolios of commercial clients and
private clients still increased slightly in 2007 (+7.9% and 1.3% respectively).

The third investment category is bonds, which account for almost one quar-
ter of securities held on client custody accounts. However, this form of in-
vestment is visibly declining in importance compared with the other forms. In
2007 the bond portfolio increased by 1.9% in terms of value. Two different
trends could be observed on bonds, as already in the previous year: on the
one hand, the bond portfolio of domestic clients increased by 7.0%, while on
the other hand it fell by 3.2% among the foreign clients.

Figure 5-2 Breakdown of custody account by

type of client, end of 2007

Figure 5-3 ...and by currency, end of 2007
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The importance of customers from abroad continues to be very great, as they
hold 58% of the securities in Custody accounts in Switzerland. At the end of
2007 foreign clients owned assets totalling CHF 3,132 billion. Nevertheless
the custody account portfolios of clients domiciled in Switzerland increased
last year for the second consecutive time by more than those of clients from
abroad (+9.1% versus +6.7%). The demand from institutional clients was re-
sponsible for the higher growth posted by domestic custody account holders.
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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.

Nearly 109,000 full-
time equivalents in the

Swiss banking sector at :Z
the end of 2007 105 {
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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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