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SME Export Indicator

Stabilization at a Low Level

Export sentiment among Swiss SMEs shows virtually no change over the past quarter. Positive
factors such as the SNB's cap on the Swiss franc/euro exchange rate and support measures for
indebted eurozone countries, on the one hand, and the high degree of uncertainty about the
world economic situation, on the other, are canceling each another out. The indices of the SME

export indicator from Credit Suisse and Osec have consequently stabilized at a low level.

The Credit Suisse export barometer, which records foreign
demand for Swiss products, stands at a level of -0.63 in the
first quarter of 2012. This figure is lower than in the fourth
quarter of 2011, but remains above the growth threshold of
-1. The latest data also indicate a slight increase. Whether this
is can be interpreted as a reversal of the trend in international
economic activity — and therefore prospects for exports — will
be shown by developments over the coming months.

Illustration 1
Credit Suisse Exportbarometer
Standard Deviation, Growth Threshold = -1, Long-Term Average = O
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search

The Osec SME export outlook indicator continues to show a
stagnation in export sentiment: It currently stands at 49.5
points, compared with 49.7 points in the preceding quarter.
This figure is calculated from the export sentiment of SMEs for
the first quarter of 2012, as well as effective exports in the
preceding quarter. Values of below 50 on this scale of O to
100 signal a decline in exports. Following a continuous decline
over the course of 2011, from 70.6 in the first quarter to be-
low 50 in the fourth, the index value has now stabilized at this
low level.

lllustration 2
Osec SME Export Outlook Indicator
Weighted value from Q1/2012 and Q4/2011; growth threshold = 50
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Source: Panel survey of more than 200 Swiss SMEs

30% of the Swiss SMEs responding to Osec's SME export
outlook survey expect growth in exports during the coming
quarter; this compares with 32% in the preceding quarter. A
year previously, 58% of SMEs had still been optimistic. 43%
of SMEs currently expect the volume of their exports to stag-
nate; this had been feared by 40% at the start of the fourth
quarter of 2011. The proportion of SMEs expecting exports to
decline was virtually unchanged: The figure was 27% at the
start of the first quarter of 2012, versus 28% in the preceding
quarter. A year previously, the figure was 9%.

A Mixed Picture by Sector

Slightly above-average export prospects are predicted for the
metal industry, as well as electronics and precision instru-
ments, according to the Credit Suisse export barometer. Ex-
port prospects are slightly below-average for the paper prod-
ucts and chemicals industries.

The Osec SME export prospects survey highlights more sig-
nificant differences between the individual sectors: Whereas
paper products, precision instruments, and the service sector
still anticipate — in some cases solid — growth in exports, com-
panies in the other sectors expect them to decline. Sentiment
remains especially negative in the electrical engineering sector.
SMEs in the machinery industry are also distinctly pessimistic.
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lllustration 3
Export Expectations in Q1 2012 by Sector
Expected growth based on panel survey of more than 200 Swiss SMEs (weigh-

ted by company size)
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Source: Osec SME export outlook indicator

The companies that are predicting growth in exports over the
coming months ascribe this mainly to product innovation (cited
by 55%; multiple answers possible) and increased marketing
efforts (43%). The importance of the innovation factor in par-
ticular has increased significantly compared with the preceding
quarters.

SMEs that expect a decline in exports attribute this clearly to
the economic downturn: 65% named this as a factor, com-
pared with 53% in the preceding quarter and only 22% a year
previously. Competitive pressures, cited by 45%, remained
stable as a factor. Price reductions, the third key factor, were
mentioned with slightly less frequency than in the preceding
quarter at 34% versus 36%, but significantly more often than
a year earlier (26%).

The majority of companies will continue to invest at higher or
similar levels in their export activities, especially in the areas
that are apparently crucial to success abroad — namely, mar-
keting and product innovation.

1%t quarter 2012

Compared with the first-quarter 2011 survey, Europe and the
neighboring countries grew significantly in importance: At that
time, 77% of the SMEs said Europe was the export destinati-
on. Germany was cited by 67%, Austria by 43%, France by
42%, and ltaly by 38%.

55% of Swiss SMEs will export to the Asia-Pacific region in
the next six months (previous period: 49%). Foremost among
the Asian export destinations is China (35% of mentions),
followed by India (25%) and Japan (24%). 39% of SMEs are
likely to export to North America in the coming six months,
31% to the Middle East/Africa region, and 23% to South
America.

lllustration 4
Most Important Export Markets in H1 2012

Most important destination countries based on a panel survey of more than 200

Swiss SMEs (multiple answers possible)
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Source: Osec SME export outlook indicator

Europe Still the Main Sales Destination

According to the Credit Suisse export barometer, the main
impetus to growth is currently expected to come from the US
and some emerging-market countries such as India and Tur-
key. As for Europe, the export trend is likely to remain one of
either weakness or stagnation.

Notwithstanding both the strength of the Swiss franc and the
euro crisis, Europe remains by far the most important destina-
tion region for Swiss exports. 90% of the Swiss SMEs sur-
veyed by Osec intend to export to Europe over the coming six
months, versus 91% in the preceding quarter (multiple an-
swers possible). The most important European export market
remains Germany, to which 78% of the SMEs surveyed export
their goods or services, followed by Austria (54%), France
(49%), and ltaly (47%).

Strong Swiss Franc Continues to Unsettle SMEs

70% of the companies in the Osec SME export prospects
survey expect the growth in their exports to slow as a result of
the strong Swiss franc. In the preceding quarter it was 73%; a
year earlier, however, it was only 58%. The machinery (84 %
expect a negative impact), metal (82%) and consumer goods
(77%) industries are particularly affected by this exchange-
rate development. The service sector (52%) is looking com-
paratively resilient.

79% of the SMEs surveyed stated that the strong franc was
adversely affecting their profit margins. In the preceding quar-
ter it was 83%. Pressure on margins was especially pro-
nounced in the metal industry (100%), chemicals / pharma-
ceuticals (91%), and electrical engineering (88%) sectors.
The 21% of SMEs not fearing any negative impact on profit
margins attribute this to their ability to pass on price increases,
reduce their manufacturing costs, and hedge themselves
against currency fluctuations.
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Methodology
Credit Suisse Export Barometer

The Credit Suisse export barometer takes as its basis the de-
pendence of Swiss exports on foreign export markets. In con-
structing the export barometer, we have drawn together impor-
tant leading industry indicators in Switzerland's 28 most impor-
tant export countries. These indicators generally have a fore-
cast horizon of roughly 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 and are consolidated to
form a single indicator. Since the values in question are stan-
dardized, the export barometer is calibrated in standard devia-
tions. The zero line corresponds to the long-term average
growth in Swiss exports of 4.8% since 19856. Accordingly, the
growth threshold lies below the zero line at around -1.

The chart on page 1 underlines the nature of the Credit Suisse
export barometer as a forecasting tool; the correlation between
export growth (moving average over 6 months) and the ba-
rometer with a lead time of one quarter is a good 0.82. In ad-
dition to providing forecasts for exports as a whole, the export
barometer also makes forecasts about specific sectors or re-
gions.

For more detailed information:

Credit Suisse (2009), Swiss Foreign Trade — Facts and
Trends, Swiss Issues Sectors, available at www.credit-
suisse.com/research

Osec SME Export Outlook Indicator

The concept behind the calculation of Osec's SME export
outlook 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 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 indi-
cator can range from O to 100, whereby figures between O
and 50 show an expected decline in exports and figures of 50
to 100 an expected rise in exports.

The SME export outlook indicator is based on a quarterly sur-
vey of a fixed panel of more than 200 Swiss SMEs. Partici-
pants represent the pharmaceuticals/chemicals industry, ma-
chinery, consumer goods, the metals industry, paper, electrical
engineering, the precision instruments industry, as well as
services. 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.

Find out more at:
www.osec.ch/exportindikator
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Credit Suisse AG

Credit Suisse AG is one of the world's leading financial services providers and is
part of the Credit Suisse group of companies (referred to here as 'Credit Suisse').
As an integrated bank, Credit Suisse offers clients its combined expertise in the
areas of private banking, investment banking and asset management. Credit
Suisse provides advisory services, comprehensive solutions and innovative prod-
ucts to companies, institutional clients and high-net-worth private clients globally,
as well as to retail clients in Switzerland. Credit Suisse is headquartered in Zurich
and operates in over 50 countries worldwide. The group employs approximately
50,700 people. The registered shares (CSGN) of Credit Suisse's parent company,
Credit Suisse Group AG, are listed in Switzerland and, in the form of American
Depositary Shares (CS), in New York. Further information about Credit Suisse can

be found at www.credit-suisse.com.

Osec

Osec provides information, advice and support to Swiss and Liechtenstein-based
SMEs in relation to their international business projects. To do so, it builds links
between businesses, experts, as well as public and private organizations world-
wide, and in that way makes a major contribution to facilitating international trade.
Besides exports, Osec also helps promote Switzerland as a business venue, as
well as imports that favor selected developing and transitioning countries. As part
of the stabilization measures decided by the federal government, additional re-
sources have been devoted to the creation of special export platforms over the

next two years. Further information about Osec can be found at www.osec.ch.

Disclaimer

This document was produced by Credit Suisse and Osec. It does not constitute
the results of financial analysis. For this reason, the "Directives on the Inde-
pendence of Financial Research" of the Swiss Bankers Association do not apply
to this document.

This publication is for information purposes only. The views expressed herein are
those of Osec and Credit Suisse at the time of going to print (we reserve the
right to make amendments). The information and analysis contained herein have
been gathered from sources that are considered to be reliable. However, Credit
Suisse and Osec make no representation as to their accuracy or completeness
and do not accept liability for losses arising from the use of this information.

This publication may be reproduced, provided that the source is quoted.
Copyright © 2012 Credit Suisse AG and Osec. All rights reserved.




