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Export sentiment remains robust among Swiss SMEs at the beginning of 2019.
Although expectations weakened slightly compared to the previous quarter,
around 56% of all SMEs still expect rising exports in the first quarter of 2019.
The latest survey by Switzerland Global Enterprise (S-GE) on export sentiment
suggests that Swiss SMEs remain highly optimistic.



The Credit Suisse Export Barometer also remains positive. The figure edged
down modestly again, but at 1.0 remains well above the growth threshold. The
normalization expected by Credit Suisse for 2019 is now coming through as expected.



After the boom year for exports in 2018 the picture for the export industry is
therefore of a return to average long-term growth rates. Asian countries head
the list of the strongest export markets in 2019 by a clear margin.

The Credit Suisse Export Barometer, which measures foreign demand for Swiss products, declined slightly from the previous quarter to 1.0, but remains comfortably in the growth zone (see
chart overleaf). After the record levels of 2018, Swiss export growth is therefore likely to return to
its long-term average over the coming months. But even if conditions in the Swiss export industry
are no longer quite as exceptional as they were for large parts of 2018, the outlook remains positive.
Weaker export growth

Credit Suisse has been expecting the growth outlook to normalize in 2019 and the main purchasing managers' indices now seem to be confirming this expectation. European industrial production
is likely to continue growing– even if at a slightly slower pace – which should have a positive impact on demand for Swiss goods exports. Credit Suisse therefore expects growing demand for
exported Swiss goods for the foreseeable future.
Credit Suisse sees the muted business sentiment in Switzerland's foreign markets as the main
reason for the modest decline in the Export Barometer. There have been signs of a downturn in
Europe for some time, but more recently the trend has also slowed in the US and other countries.
While business sentiment has only deteriorated modestly in the eurozone as a whole, Italy and
France have seen more significant weakening. The same applies to China, Taiwan and South
Korea. Business sentiment remains strong in the UK, India and Australia. And in the USA too the
indices remain positive in spite of a modest downturn.

Trade war a sword of
Damocles

The unresolved trade dispute between the US and China remains the biggest risk for Swiss foreign trade and so for overall economic growth in Credit Suisse's view. A slowdown in bilateral
trade between the world's two biggest economies would very likely have a slowing impact on gloabl trade growth and so hit Switzerland indirectly.
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Asia heads the
ranking

As far as expected growth is concerned, according to Credit Suisse Asian countries occupy the
first six places among the most attractive export markets in 2019. Credit Suisse expects the
strongest growth of 7.2% in India, followed by 6.5% in the Philippines and 6.2% in China. Indonesia (5.1%), Malaysia (4.2%) and Thailand (3.8%) are also ahead of Poland, the first non-Asian
country in the ranking. The emerging markets generally appear in the upper half of the table,
which Credit Suisse attributes primarily to their faster growth rates compared with the industrialized countries.

Credit Suisse 2019 ranking of export markets
Ranking Country

Avg. expected growth in
2019 (%)*

Forecast change in domestic
currency versus CHF (%)**

1

India

7.2

2.1

2

Philippines

6.5

1.9

3

China

6.2

1.9

4

Indonesia

5.1

0.2

5

Malaysia

4.6

–2.7

6

Thailand

3.8

1.8

7

Poland

3.6

–5.3

8

Brazil

3.0

–4.5

9

Australia

2.8

2.3

10

New Zealand

2.8

–3.5

11

Singapore

2.7

–0.4

12

Hong Kong

2.7

–1.8

13

USA

2.6

1.6

14

South Korea

2.4

0.4

15

Spain

2.1

6.2

* The weighting of the ranking (4/5 economic growth, 1/5 exchange rate movements) derives from a historical
analysis of export elasticities.
** Expected movement over 12 months relative to the exchange rate of 11 January 2019; positive figures indicate a
rise the foreign currency versus CHF, negative figures a fall
Source: Credit Suisse
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Export sentiment
remains positive

The SME export sentiment indicator published by Switzerland Global Enterprise (S-GE) fell slightly
at the beginning of the first quarter of 2019 but still stood at 72, not far below the record high for
this data series, which was launched in 2010. This indicator, which can range from 0 to 100, is
calculated from a combination of SME export expectations for the first quarter of 2019 and effective exports in the previous quarter.
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Around 56% of the Swiss SMEs participating in the S-GE survey expect an increase in exports in
the coming quarter. While 41% expect growth in exports of 1–10%, 9% foresee exports growing
by between 10% and 25%. 6% even see exports increasing by 25% or more. 32% of SMEs
believe their export volumes will stagnate. 12% are expecting exports to decline – twice as many
as in the survey before last.
Germany still leading
the pack

Germany remains the most important export market for Switzerland in every respect and by some
distance. 83% of the SMEs surveyed intend to export goods or services to Germany in the next
three months, a slightly higher proportion than in Q4. France is again in second place with a 70%
response rate. This confirms the significant increase in recent quarters for France. The US is now
in third place with 61% of SMEs planning to export there. This is exactly the same figure as in the
fourth quarter of 2018, but because Austria and Italy each fell slightly to 58%, the US moved up
in the ranking. Scandinavia and China follow with 53% each, with Spain in eighth position with
48% of responses.
11% of the SMEs taking part in the survey indicated that they want to launch activities in the US,
China and/or India over the next six months. South America, Indonesia, Russia and Germany
come next as proposed new markets for 10% of respondents. A significant 9% of companies
surveyed plan to launch new activities in Iran. 7% cited the Baltic, Brazil, the Gulf states, Korea,
Mexico, Saudi Arabia, Thailand or Turkey as new export destinations.
SMEs are even more positive on the outlook for the full year 2019 than for the first quarter.
Around 77% of companies expect exports to grow, while just 6% foresee a decline compared
with 2018. In terms of the importance of the export destinations the picture is a familiar one:
Germany is out in front in first place with 58%, followed by 21% for the US and 19% for China.
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Methodology

Credit Suisse Export
Barometer

The Credit Suisse Export Barometer takes as its basis the dependence of Swiss exports on foreign export markets. In constructing the export barometer, we have drawn together important
leading industry indicators in Switzerland’s 28 most important export countries. These indicators
generally have a forecast horizon of approximately one to two quarters. The values of these leading indicators are weighted on the basis of the share of exports that goes to each country. The
export barometer consolidates this information to produce a single indicator. Since the values in
question are standardized, the export barometer is calibrated in standard deviations. The zero line
corresponds to the growth threshold. The long-term average growth of Swiss exports of approximately 5% is 1.
The chart on page 3 underlines the nature of the Credit Suisse export barometer as a forecasting
tool: The correlation between export growth (6-month moving average) and the barometer with a
lead time of one quarter is a good 0.82. In addition to providing forecasts for exports as a whole,
the export barometer also makes forecasts about specific sectors or regions.

For more detailed
information:

Credit Suisse (2009), External Trade Switzerland – Facts and Trends, Swiss Issues: Industries,
available at: www.credit-suisse.com/research

Switzerland Global
Enterprise SME
Export Sentiment
Indicator

Enterprise’s SME export sentiment indicator is quite simple: SMEs indicate whether they expect
growth, stagnation or a decline in exports in the current quarter compared with the previous one.
The same question is put with regard to export expectations for the following quarter compared
with the current one. To emphasize the forecast nature of the SME export sentiment indicator,
expected export activity in the following quarter is weighted at 60% with exports in the current
quarter being weighted at 40%. The SME export sentiment indicator can range from 0 to 100,
whereby figures between 0 and 50 show an expected decline in exports and figures of 50 to 100
an expected rise in exports.
The SME export sentiment indicator is based on a quarterly survey of a fixed panel of around 200
Swiss SMEs. Partici-pants represent the pharmaceuticals/chemicals industry, machinery, consumer goods, the metals industry, paper, electrical engineering, the precision instruments industry,
services, ICT and food. Participants provide further information on export volumes, for instance the
reasons behind a change in their export volume, export markets, etc. This information gives an
accurate picture of the export activities of Swiss SMEs.
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For more detailed information:
https://www.s-ge.com/en/article/news/export-outlook
Please note: From 2010 through 2015, this publication bore the title
“SME Export Indicator”.
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Important Information
This report represents the views of the Investment Strategy Department of
CS and has not been prepared in accordance with the legal requirements
designed to promote the independence of investment research. It is not a
product of the Credit Suisse Research Department even if it references
published research recommendations. CS has policies in place to manage
conflicts of interest including policies relating to dealing ahead of the dissemination of investment research. These policies do not apply to the views of
Investment Strategists contained in this report.

Risk warning
Every investment involves risk, especially with regard to fluctuations in value
and return. If an investment is denominated in a currency other than your
base currency, changes in the rate of exchange may have an adverse effect
on value, price or income.
For a discussion of the risks of investing in the securities mentioned in this
document, please refer to the following Internet link:
https:// investment.credit-suisse.com/gr/riskdisclosure/

This document may include information on investments that involve special
risks. You should seek the advice of your independent financial advisor prior
to taking any investment decisions based on this document or for any necessary explanation of its contents. Further information is also available in the
information brochure “Special Risks in Securities Trading” available from the
Swiss Bankers Association.
Past performance is not an indicator of future performance. Performance can be affected by commissions, fees or other charges as well
as exchange rate fluctuations.

Financial market risks
Historical returns and financial market scenarios are no guarantee of future
performance. The price and value of investments mentioned and any income
that might accrue could fall or rise or fluctuate. Past performance is not a
guide to future performance. If an investment is denominated in a currency
other than your base currency, changes in the rate of exchange may have an
adverse effect on value, price or income. You should consult with such advisor(s)
as you consider necessary to assist you in making these determinations.
Investments may have no public market or only a restricted secondary market.
Where a secondary market exists, it is not possible to predict the price at
which investments will trade in the market or whether such market will be liquid
or illiquid.

Emerging markets
Where this document relates to emerging markets, you should be aware that
there are uncertainties and risks associated with investments and transactions
in various types of investments of, or related or linked to, issuers and obligors
incorporated, based or principally engaged in business in emerging markets
countries. Investments related to emerging markets countries may be considered speculative, and their prices will be much more volatile than those in the
more developed countries of the world. Investments in emerging markets
investments should be made only by sophisticated investors or experienced
professionals who have independent knowledge of the relevant markets, are
able to consider and weigh the various risks presented by such investments,
and have the financial resources necessary to bear the substantial risk of loss
of investment in such investments. It is your responsibility to manage the risks
which arise as a result of investing in emerging markets investments and the
allocation of assets in your portfolio. You should seek advice from your own
advisers with regard to the various risks and factors to be considered when
investing in an emerging markets investment.

Alternative investments
Hedge funds are not subject to the numerous investor protection regulations
that apply to regulated authorized collective investments and hedge fund
managers are largely unregulated. Hedge funds are not limited to any particular investment discipline or trading strategy, and seek to profit in all kinds of
markets by using leverage, derivatives, and complex speculative investment
strategies that may increase the risk of investment loss.

Commodity transactions carry a high degree of risk and may not be suitable for
many private investors. The extent of loss due to market movements can be
substantial or even result in a total loss.
Investors in real estate are exposed to liquidity, foreign currency and other
risks, including cyclical risk, rental and local market risk as well as environmental risk, and changes to the legal situation.

Interest rate and credit risks
The retention of value of a bond is dependent on the creditworthiness of the
Issuer and/or Guarantor (as applicable), which may change over the term of
the bond. In the event of default by the Issuer and/or Guarantor of the bond,
the bond or any income derived from it is not guaranteed and you may get
back none of, or less than, what was originally invested.

Investment Strategy Department
Investment Strategists are responsible for multi-asset class strategy formation
and subsequent implementation in CS’s discretionary and advisory businesses. If shown, Model Portfolios are provided for illustrative purposes only. Your
asset allocation, portfolio weightings and performance may look significantly
different based on your particular circumstances and risk tolerance. Opinions
and views of Investment Strategists may be different from those expressed by
other Departments at CS. Investment Strategist views may change at any
time without notice and with no obligation to update. CS is under no obligation to ensure that such updates are brought to your attention.
From time to time, Investment Strategists may reference previously published
Research articles, including recommendations and rating changes collated in
the form of lists. The recommendations contained herein are extracts and/or
references to previously published recommendations by Credit Suisse Research. For equities, this relates to the respective Company Note or Company
Summary of the issuer. Recommendations for bonds can be found within the
respective Research Alert (bonds) publication or Institutional Research
Flash/Alert – Credit Update Switzerland. These items are available on request
or from https://investment.credit-suisse.com Disclosures are available from
www.credit-suisse.com/disclosure

Global disclaimer / important information
This document is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or
use would be contrary to law or regulation or which would subject CS to any
registration or licensing requirement within such jurisdiction.
References in this document to CS include Credit Suisse AG, the Swiss
bank, its subsidiaries and affiliates. For more information on our structure,
please use the following link:
http://www.credit-suisse.com

NO DISTRIBUTION, SOLICITATION, OR ADVICE: This document is
provided for information and illustrative purposes and is intended for your use
only. It is not a solicitation, offer or recommendation to buy or sell any security
or other financial instrument. Any information including facts, opinions or
quotations, may be condensed or summarized and is expressed as of the date
of writing. The information contained in this document has been provided as a
general market commentary only and does not constitute any form of regulated financial advice, legal, tax or other regulated service. It does not take into
account the financial objectives, situation or needs of any persons, which are
necessary considerations before making any investment decision. You should
seek the advice of your independent financial advisor prior to taking any
investment decisions based on this document or for any necessary explanation of its contents. This document is intended only to provide observations
and views of CS at the date of writing, regardless of the date on which you
receive or access the information. Observations and views contained in this
document may be different from those expressed by other Departments at
CS and may change at any time without notice and with no obligation to
update. CS is under no obligation to ensure that such updates are brought to
your attention. FORECASTS & ESTIMATES: Past performance should not
be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. To the extent that this document contains statements about future

performance, such statements are forward looking and subject to a number
of risks and uncertainties. Unless indicated to the contrary, all figures are
unaudited. All valuations mentioned herein are subject to CS valuation policies
and procedures. CONFLICTS: CS reserves the right to remedy any errors
that may be present in this document. CS, its affiliates and/or their employees may have a position or holding, or other material interest or effect transactions in any securities mentioned or options thereon, or other investments
related thereto and from time to time may add to or dispose of such investments. CS may be providing, or have provided within the previous 12 months,
significant advice or investment services in relation to the investments listed in
this document or a related investment to any company or issuer mentioned.
Some investments referred to in this document will be offered by a single
entity or an associate of CS or CS may be the only market maker in such
investments. CS is involved in many businesses that relate to companies
mentioned in this document. These businesses include specialized trading,
risk arbitrage, market making, and other proprietary trading. TAX: Nothing in
this document constitutes investment, legal, accounting or tax advice. CS
does not advise on the tax consequences of investments and you are advised
to contact an independent tax advisor. The levels and basis of taxation are
dependent on individual circumstances and are subject to change.
SOURCES: Information and opinions presented in this document have been
obtained or derived from sources which in the opinion of CS are reliable, but
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