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“The reason why we are so successful
is that Switzerland is an open, international, and multicultural country.
Three major linguistic cultures live side
by side, so we are used to collaborating
across cultures here.”
Patrick Aebischer,
President of the École Polytechnique Fédérale de Lausanne (EPFL)
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Editorial

Dear readers,
A country without natural resources, dependent on importing food,
with no direct access to the sea, and yet one of the richest countries
in the world: Switzerland. Where does this success come from?
People are influenced by their environment. The challenges
posed by landscape and climate here have always called for
creative solutions – ones that can only be put into action when
the communities behind them are only strong and determined.
Realising such solutions also meant that people had to be able
to rely on one another. The Swiss Railways and indeed the country’s entire public transport network are excellent illustrations
exemplifying these virtues. At the same time, Switzerland has also
been shaped by its linguistic diversity and the strong influence of three great cultures. This combination laid the foundation
for a country that is open, cultivating exceptional international
connections.
In addition, it was recognised early on here that education is
an important “raw material” for the development of a country.

Switzerland’s dual education system underpins the country’s
excellence in innovation. In an in-depth interview, Patrick
Aebischer, the President of the Federal Institute of Technology in
Lausanne, explains how this system functions, and how it continues to evolve.
But how do different people see this country? We looked for
answers to that question both here and abroad, and share them
with you in this issue.
I wish you a stimulating and interesting read about how Switzerland
is successfully different.
Sincerely yours,

Your Georg Schubiger
Head of Private Banking
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World champion
on rails.
Text: Patrick Preuss

When people think of Switzerland, many
conjure up images of chocolate, watches or ski
vacations. Very few think of the railroad. Yet
the Swiss Confederation now has the world’s
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most intensively utilised rail network in the
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world. In a typically Swiss way, the path that
led to this outcome was characterised by singlemindedness, reliability, creative solutions, and
direct democracy.
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Public transport in Switzerland is a success story. Every year, nearly two billion passengers are carried by train, tram or bus, together clocking more than 23 billion passenger-kilometres. The
largest part of this is accounted for by the railroad, which is by far
the most widely used mode of public transportation in the country. To keep it that way, the constantly growing demands of rail
passengers are met with more frequent departures, increased
speeds, and direct connections without the need to change
trains. But it is not only the demand within Switzerland that is
increasing; Switzerland also plays an important role at the international level, moving both passengers and freight by rail. That
said, increasing the country’s capacity by expanding its rail network is only possible within narrow limits, thanks to Switzerland’s
topography and patterns of human settlement. So it takes foresight, planning and creativity on the part of everyone involved to
keep the infrastructure up to date and still be able to take the
widest interests into consideration.
Digitising the ticket
With the construction in 1847 of the first stretch of rails completely lying on Swiss soil, Switzerland entered the railway age. It
began on a modest scale, as the country’s 23 kilometres of rail
can hardly compare with the British network at that time, already
several thousand kilometres. But the expansion of the rail network got into full swing with the Railway Act, which defined the
conditions for the burgeoning industry. Now well structured in
accordance with Swiss practices, private enterprise was unleashed to blaze railway trails up, over, and through the mountains.
It was only in 1902, following a referendum, that the state-owned Swiss Federal Railways (SBB) began operation. The fact that
by 1914, the Swiss had already managed to build a large part of
the rail network still operating today demonstrates their ambition
to plan for the future.
Rail, or public, transport came to play an important role in the
mobility strategy of the country. The visionary design of the pricing system illustrates this. As early as 1891, travelers could take
advantage of ticket prices reduced by 50 percent by purchasing a
half-price subscription. The general subscription, a ticket valid on
most of the country’s public transportation systems, was introduced a few years later. Today, more than half of all Swiss adults
benefit from such subscriptions. Indeed, Switzerland has one of
the world’s highest market penetrations when it comes to the
public purchasing public transport subscriptions.
This success is also due to a system that is unique in Europe, namely the nationwide rate community called “Direct Transport”.
This association, which had its beginnings in the 19th century,
allows travelers to make seamless use of the transport services of
around 250 different companies, all on a single ticket. Thanks to
the Swiss trait of trying to find a common optimal solution,
travelers are not only in a position to plan their travel more easily,
but based on how far they are traveling, they even benefit from
a distance discount.
This year, the system was adapted for the digital age. After the
successful app, the new SwissPass has been introduced. It is
based on the idea of a uniform control standard for electronic ti-

ckets, so that in the future, the ticket, issued in plastic credit card
format, will become more and more the key to smart mobility.
Equipped with a chip for contactless identification and localisation, the card communicates with the corresponding control devices. The chip, on which is stored the SwissPass holder’s identity
number, allows the train conductor to tap into a central database
and retrieve information on which services have been purchased
or subscribed to by the traveler – no matter whether these were
bought with a subscription valid for a year or purchased online
just a few minutes before. No separate physical ticket needs to be
issued, since everything that has been purchased is stored online
and only an electronic ticket is produced. For example, if you
have reserved a rental car at your destination while still on the
train, this information is already available on arrival. In combination with smartphones, tablets or other digital devices, Swiss entrepreneurs are making the SwissPass a convenient tool that
networks mobility and versatile services, quite a difference from
the old one-dimensional ticket.
Eyes on the prize
The importance of rail transport is reflected not only in passenger
transport. Thanks to its location in the heart of Europe, Switzerland plays a central role in international freight transport as well.
And a leading one when it comes to the railways’ share in transalpine goods: Nearly three out of every five tonnes of freight
pass through the Confederation on the way to their destination.
This path leads mostly through the Gotthard Tunnel, which is
only a double track tunnel, in operation since 1882. More than
ten years passed from the idea to the tunnel’s groundbreaking
ceremony; it took seven more years for the engineers boring the
tunnel to reach breakthrough, and a further two years until trains
actually transited through the tunnel, at that time the longest in
the world. Conceived of by Swiss engineers and built under their
guidance, the Gotthard Tunnel is a prime example of the Swiss
pioneering spirit and willingness to enlist international cooperation. Several countries were involved, both in the financing as well
as the construction of this project of the century.
More than 130 years later, at more or less the same place, a railway project will reach its conclusion in 2016, the result once
again of Swiss determination and precision: the Gotthard Base
Tunnel. At 57 kilometres, it is the longest railway tunnel in the
world and when opened will enable up to 325 trains to pass
through every day. The idea for this tunnel was presented for the
first time in 1947 by a Basel engineer and traffic planner. He envisaged not only a tunnel, but also an underground station,
which would have been connected to the surface with a lift. Even
though this particular aspect of the project was not implemented, the Gotthard Base Tunnel is truly an engineering masterpiece. For over a decade, tunnel boring machines pushed from two
directions through the Gotthard massif, until in 2010, at a point
around 30 kilometres away from the southern portal and 27 kilometres from the northern portal, the breakthrough came – with
the incredible precision of only 8 centimetres of horizontal deviation and 1 centimetre of vertical deviation.
The fact that topography will always present challenges for rail
transport is something that is proven time and again – not only
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persistence and the ambition to perform at the highest levels of
quality. For example, the Landwasser Viadukt, a UNESCO World
Heritage Site which bridges one of the many gorges on the Albula line of the Rhaetian Railway, was renovated for the first time
after 106 years of continuous operation.
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1 Opening of the Gotthard railway line in 1882. The first steam locomotive
on the Gotthard railway, here in front of the station in Göschenen, on its
way back from Milan.

2 The SBB’s Operations Centre East, located at Zurich Airport. On the
screens, train movements on about one third of the national rail network

Mathematically organised chaos
Taking a bird’s-eye view of the transport network, a chaotic picture emerges. Roads and railway lines criss-cross the country, running above and below each other, and many different types of
vehicles seem to encounter one another without a clear organising concept. This is of course deceiving: a rail network handling
148 trains per network kilometre every day could never allow
such chaos to exist. By comparison, in the same period, the rail
network in the Netherlands handled 136 trains per kilometre, in
Japan 103, in Germany 85, and in Italy 52. Here, because the
train density is the highest in the world, coordination is required
down to the smallest detail: high-frequency but slow-moving
goods trains, regional traffic making frequent stops, express
trains, and even faster Intercity traffic all require a high degree of
punctuality. Without this quality criterion, railway traffic could not
run smoothly and travelers would regularly miss their connections.
Here in Switzerland, it’s possible to spend relatively little time worrying about this. We can thank Swiss reliability that almost 90
percent of travelers reach their destination with a delay of less
than three minutes, and 97 percent of transfer passengers make
their connecting trains. This is made possible by the integral regular interval timetable; Switzerland was among the pioneers developing the concept. Such an integral plan coordinates all the
timetables of a wide range of public modes of transport with one
another, local and regional, thus creating a reliable, nationwide
transport network. To realise such a complex network is only possible with a mathematics-based approach.
Of national importance
When something is near and dear to the Swiss, they commit to it
and push for its further development. This is also true, of course,
for the railways and public transport. Shortly before the end of
the last century, the Swiss voted in a referendum to make CHF
30.5 billion available for the expansion of the country’s rail infrastructure – the largest credit in the history of the country, and an
investment that benefits from the country to this day. Switzerland’s
high-performance public transport system represents an important competitive advantage to the country as a site to locate a
business, and this in turn benefits both the Swiss people and the
Swiss economy.

can be followed.

3 An SBB train conductor scanning an electronic ticket.

by these two construction projects. Countless other tunnels, as
well as thousands of bridges, are needed to allow traffic to flow
smoothly. Even if the bridges don’t break any world records (in
the ranking of the world’s highest bridges, Switzerland only makes it to 49th place), they are nevertheless examples of Swiss

Given the importance and benefits of rail traffic, it is unthinkable
to imagine that it would come to a halt, especially when you look
at the forecasts. By 2030, it is expected that passenger volume
will increase by 40 percent, and the transit of goods will grow
even more, by over 70 percent. In an orderly Swiss manner, this
will be planned in advance and implemented with creative solutions. The voters have already agreed. Last year they approved
long-term investments in rail infrastructure once again.
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Swiss restaurants
have at least a one-star rating in the current
Michelin Guide, making Switzerland,
statistically speaking, the country with the
most stars per inhabitant.

300

companies
have come been incubated from the ETH Zurich
since 1996. Together, they have created 2,500 jobs
and in 2013 generated total revenues of 585 million
Swiss francs.

Two
million
REX peelers,

invented in 1947 by the Swiss Alfred
Neweczerzal, are sold worldwide every year.
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On 4 August

1881

Theodore Roosevelt reached the summit
of the Matterhorn with a local mountain
guide, becoming the only US president
(so far) to climb this iconic peak – just 16
years after the tragic first ascent.

65,000 km
of hiking trails are signposted in Switzerland.
Volunteers put in a huge amount of work every
year to provide hikers with first-class infrastructure.

Over

140
patents
per million inhabitants. Switzerland
thus has the highest patent activity per
year of any OECD country in terms of
its population.

1,200 fountains

throughout the city of Zurich provide perfectly safe
drinking water. Public fountains with potable water can
be found in large numbers in every town in Switzerland.
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695 francs

is the average cost of each of the 2.6 million Swiss
watches exported in the month of July 2015.
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Helvetia’s melting pot of talents.
Text: Angela Obrist

Switzerland may be a small country, but in terms of innovation, it is a giant.
Companies here benefit from a two-track education system that produces
outstanding professionals and dedicated researchers. The country is a
magnet for talent from all around the world. Patrick Aebischer, President
of the Federal Institute of Technology in Lausanne, shares insights into this
recipe for success.
Switzerland is world champion – maybe not in football, but definitely in the field of innovation. A number of current studies agree with this assessment. For example, for the past four years
Switzerland has come out on top of the Global Innovation Index,
which is published annually by the business school Insead among
other sponsors. Switzerland also led the ranking of the Innovation Union Scoreboard of the European Commission this year, and
in the Global Competitiveness Report of the World Economic Forum, Switzerland has occupied the top spot for six years in a row.

the availability of skilled workers here, and the country’s strong
higher education system, as key factors explaining Switzerland’s
high performance in the innovation arena. The State Secretariat
for Education, Research and Innovation also considers the strong
educational system as the basis for the country’s current and future competitiveness and innovative capacity. It emphasises that
Switzerland can maintain and strengthen its innovative strength
only by remaining an internationally leading, knowledge-based
society.

Innovation is a difficult process. Good ideas don’t arise because
you order them to appear or force them to materialize. Beyond
the initial idea, however, more is required: the know-how to convert the idea into new products and successfully introduce them
to the market, something that can only be done with qualified
professionals. In a survey conducted by Economiesuisse, an economic umbrella association, representatives of both domestic and
international companies doing business in Switzerland deemed

The dual education system in Switzerland differs in one important
respect from that of many other countries – and receives praise
for it from many sources internationally: In addition to an academic path, young people can also opt for a high-quality education
in a vocational track. A basic education is possible in around 250
different professions, affording young students a promising entry
into the working world. In this track, students work in a company,
acquiring a large portion of the practical skill set they need on the
job; their education is characterised by a pronounced practical
orientation. In addition to offering graduates excellent opportunities in the job market, this vocational track also provides a solid
basis for further professional development. In most cases, students can even go on to do academic studies at the university
level if they wish.

Patrick Aebischer has been the President of the École Polytechnique Fédérale de Lausanne (EPFL) since 2000. He studied medicine and neuroscience, worked for ten years at
Brown University in the United States, and was then Professor and Director of the Surgical Research Division and Gene
Therapy Centre at Lausanne’s teaching hospital, the Centre
Hospitalier Universitaire Vaudois (CHUV). His research focuses on the development of methods for cell or gene transfer
to combat neurodegenerative diseases. Patrick Aebischer is
also the founder of three biotechnology companies: CytoTherapeutics, Modex and Amazentis.

In our interview with Patrick Aebischer, President of the Federal
Institute of Technology in Lausanne (EPFL), he stresses the excellent relations between the Swiss private sector and the country’s
universities, and sees this as an important driver of innovation.
Patrick Aebischer, in your opinion, how does the Swiss education
system distinguish itself?
The magazine for private clients Theme 13
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Patrick Aebischer: Switzerland’s strength is its integrated education system. It has a very strong vocational educational system,
but also high-quality colleges of applied sciences and world-renowned universities. This balance is important, because too
strong a focus on the academic route alone is counterproductive.
In other European countries, up to 70 percent of young people
go to university. This means that many of them will attain a degree that does not correspond to their greatest talents, or match
the demand for their skills in the market. Such an educational
system accords a high priority to educating the technical elite, but
it leaves the rest of the population behind.
To what extent is Switzerland different?
In Switzerland, the system makes a greater effort to develop
everyone’s skills. Here, only one young person out of three attends a university – and that’s a good thing. Not everyone has the
analytical skills to be an astrophysicist, while other people lack the
craftsmanship skills to be a future carpenter. The Swiss education
system provides people with very different talents a good education and the prospect of realising their potential in the labour
market. A large proportion of the people graduating from the
system will get a job and be relatively well paid. In addition, there
are some bridges between the educational institutions. Many
people start off doing an apprenticeship and ultimately graduate
from university.
From an international perspective, how do Swiss universities rate
in terms of quality?
In the international rankings, Swiss universities – and especially
the two Federal Institutes of Technology – always rank amongst
the top schools worldwide. This is a great achievement. The Federal Institute of Technology Lausanne, the EPFL, was only founded in 1969, which on an academic timescale is the equivalent of
“yesterday” – yet in that short time it was able to develop into
one of the best schools in the world. Of course, you always have
to be a bit careful when you look at these rankings. Nevertheless,
if you consider the averages, you can conclude that more than 50
percent of the university students in Switzerland are studying at
one of the top 100 universities in the world. In the United States,
to look at this from another angle, the likelihood of being able to
study at one of the world’s leading universities is exceedingly
small. And in monetary terms, Swiss universities are extremely
attractive for students. If you want to study at Stanford or Harvard, the tuition fees alone amount to around 50,000 dollars a
year. In Switzerland, university studies will cost around 1,300
Swiss francs per year.
What role do these strong universities play when it comes to innovation here in Switzerland?
Switzerland offers ideal conditions for innovative companies and
universities that want to challenge – and overcome – the limits of
current knowledge. An important aspect in looking at this is the
structure of our economy. The strong banking and pharmaceutical sectors, as well as the watch industry and other sectors, are all

operating in enormously dynamic markets, and because of this,
they depend on continuous innovation in order to remain successful. The many small and medium-sized enterprises are important actors here as well. As service providers or suppliers, they
support the innovation efforts of the large companies with specific expertise of their own. Educational institutions such as universities and colleges of applied science can make an important contribution toward this, too. They cultivate an especially pragmatic
attitude toward partnership with industry – and this is one of the
great strengths of the Swiss economy.
Can you explain that in more detail?
In Switzerland, there is a long tradition of vibrant and natural interaction between educational institutions and industry, something that other European countries do not have. You see this, for
example, in vocational training, in which apprentices take classes
at vocational school one day a week, but otherwise learn the
profession while working at a company. So while there is a relatively strict separation in other countries, the Swiss economy benefits from the excellent relations between universities and businesses. This positive collaboration, and the quality of research
carried out here in Switzerland, are well-known internationally,
and this results in further innovation capabilities coming to this
country.
Are you referring to the competition between countries as a place
to establish a business?
Exactly. That’s because institutions like the EPFL not only educate
creative professionals, but we can also become important partners for innovative companies, and this potential is one of the
things that attracts them here from around the world. Take the
example of Google’s research centre in Zurich. It is the largest of
its kind outside the United States. The high-calibre research and
the qualified graduates of the ETH Zurich were strong arguments
for a worldwide company like Google to establish itself in a relatively small city in Switzerland. It’s important to understand that
there would be no Silicon Valley if the elite universities Stanford
and Berkeley were not nearby. Innovation clusters always develop around top research institutions. And the two Federal Institutes of Technology are world-class in this area.
How does one picture the collaboration between industry and
universities?
In the colleges of applied science, many private-sector projects
are integrated into the teaching. In contrast, the universities, and
especially the two Federal Institutes of Technology are there to
anticipate technology. Companies don’t contact us with concrete
assignments to carry out, but rather to foresee future developments. They do this because they know that new technologies
can destroy their current business model. Since the technical colleges work very closely with industry, we have the capability of
generating valuable innovations. This ability is reflected, for
example, in the large number of start-up companies arising on
campus.
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How important are these economic collaborations for the EPFL?
They are extremely important – and profitable – for us. We want
to be a university with an entrepreneurial spirit. This is especially
important in the area of technology, because in this arena, the
winners are the ones who discover something first. You must
have the freedom and courage to conduct research as you see fit,
but you must also have the ability to transfer the knowledge to
industry and benefit from the economic advantage it creates. In
the past, Switzerland did not always manage to achieve this. For
example, two of the most important inventions of the 21st century were made in Geneva. One was the Internet. The basics
were developed here. But its development as a profitable undertaking took place in the United States. Second, the foundation
stone for the science of biotechnology was also laid here in Switzerland, with the discovery of restriction enzymes – so-called
“molecular scissors” – back in the 1970s. The researcher who
discovered them was awarded the Nobel Prize, but the technology was not patented. This missed opportunity is truly unfortunate. That’s because, although research itself may be carried out
globally, in financial terms its benefits are focused regionally.
American universities are superior to their European counterparts
in regard to transferring research results to industry. Our model at
the EPFL is a hybrid of the European and American academic
behaviours. We try to combine the best of both worlds, i.e. the
stability and long-term outlook of Europe with the entrepreneurial, can-do thinking of the United States.
How will Switzerland be able to maintain its ability to innovate over
the long term?
The reason why we are so successful is that Switzerland is an
open, international, and multicultural country. Three major linguistic cultures live side by side, so we are used to collaborating
across cultures here. This openness is of enormous importance,
because our country is too small to be able to achieve world-class
level results only generated by Swiss people. That was already the
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1 An apprentice in a workshop.
3
2 The organ concert hall at the Zurich University of the Arts.
3 Scientists with “Wanda”, the robotic fish, in the Artificial Intelligence Lab
at the University of Zurich.

case in the past as well. If you look at the history of the Swiss
economy, many important players were immigrants to Switzerland: Henri Nestlé and Hans Wilsdorf, the founder of Rolex, are
just two examples. It’s thanks to our openness that Switzerland
today is a real melting pot of talent and is able to attract some of
the best and brightest from all around the world for the benefit
of the Swiss economy.
The magazine for private clients Theme 15
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Typically Swiss?
Text: Marlies Keck

Switzerland has around 8.3 million inhabitants today, among them
2 million foreigners who are not Swiss citizens. In addition, in 2014
approximately 750,000 Swiss nationals were living abroad, roughly
corresponding to the entire population of the canton of Vaud. How do
Swiss people, at home and abroad, see Switzerland? We asked four
Swiss – and got four different views.
The dependable businessman in Hong Kong
After graduating from the Hochschule St. Gallen in 1990, Alexandre Tunik picked up sticks and moved from Geneva to Hong
Kong. Today, some 25 years later, he manages a thriving textile
company there, which operates several factories in China. During
his first years as an expat in Hong Kong, Tunik often asked himself
if leaving Switzerland had been the right thing to do. Getting started in business was difficult, and his friends told him from the very
beginning that he was crazy. But with typical Swiss modesty and
perseverance, he succeeded in realising his dream of owning his
own company. “The Swiss enjoy a very good reputation in China,” says Tunik. “We’re generally considered reliable, trustworthy
and well organised.” But being too structured can sometimes get
in the way, he says. “You need a lot of flexibility. In China, deals
aren’t made the way they are in Switzerland. After step one comes step five, and then step two or step four. As a Swiss abroad,
you have to acquire this flexibility quickly if you want to see results. Your nationality doesn’t matter.” In addition to professional
success, he has also found happiness in his private life in Hong
Kong, with his wife and children. Nevertheless, he has not lost
touch with Switzerland. Every summer he returns and spends two
weeks with his family in Graubünden. Here, he is reminded each
time how small Switzerland is in many respects. “In the Engadin,
someone tried to explain to me once how massive the differences
are between the villages of Sils and Samedan. This is not really
comprehensible to me – especially if you have a Chinese perspective. The speed at which a city like Hong Kong is changing is enormous. On the other hand, I’m always happy that places like Sils
or Samedan seem to change only slowly, and manage to stay the
same for years.”

The detail-orientated musician in New York
Eliane Amherd was on a quest for authenticity when she went
to New York in 1998 to get to know “real” jazz after attending
Jazz Schools in Bern and Lausanne. Today her heart beats for
everything that has rhythm; Latin, Caribbean and Brazilian music
are especially attractive. But it’s her fondness for Prince, Björk or
James Brown that colours her own music, at concerts at music
clubs around the globe, from Europe, Canada, South America,
and Asia – to New York, of course. The result is an “upbeat mix”
of all their influences: as refreshing and clear as the Valais air she
grew up in. The comparison is no accident. While Switzerland is
known for its beautiful nature, mountains and countryside, the
Swiss inhabitants of New York have a reputation as particularly
environmentally aware. However, there are two sides to this coin,
says Eliane. “I was laughed at recently for asking the driver of
our tour bus to turn off the engine when it was just sitting there
idling while we were getting loaded up. The image of the correct,
precise and punctual Swiss is truly out there.” In her private life,
she says, she’s known for anything but being on time, turning the
Swiss stereotype on its head. “I’m especially aware of this during
my visits back home. I was on the train to Brig, for example, and
the guy sitting opposite me remarked that we were already late
by 30 seconds. I couldn’t help laughing.” But when it comes to
punctuality, accuracy and precision at work, she is back to being
typically Swiss. “As I’m always meticulous about preparing everything for our performances, and I’m always trying to think of
everything, and not forget anything, my bandmates have given
me the affectionate nickname ‘Swiss Army Knife’. I think that
sums me up somehow.”
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The ambitious chef in Zurich
The hard-working organic farmer from the Rhine Valley
The well-known TV chef Meta Hiltebrand is known for her sharp
For Markus Ritter, member of Switzerland’s National Council and
knives. Born in 1983 in Bülach, the youngest child in the family,
the highest-level representative of Swiss farmers in that body, the
she completed apprenticeships in the “Rigihof” and the “Baucritical analysis of policy issues and the process whereby Swiss
haus”, two Zurich restaurants. To get to the culinary “meta level”,
citizens form their opinions are of central importance. That’s
she studied at the feet of two respected masters: Fabio Coderini,
because ultimately, this is what direct democracy is built upon –
chef at the Hotel Rigihof, and Patrick Buser, chef at Château Moparticipation and voting rights. Even if the political system here
simann and in the Hotel Widder. In the years that followed, Hilteis often misunderstood abroad or even mocked: “It’s all about
brand not only cooked in front
dialogue here,” he says, “It’s
of the camera, but also went
how we see our responsibility
from house to house as a peras a people, towards our counsonal chef. Young, fresh and
try and our fellow man.” From
motivated, this is how she finethis perspective, it is remartuned her culinary skills before
kable how many activities the
opening her own restaurant,
Swiss undertake as volunteers,
“Le Chef” in Zurich. She may
in clubs, associations and the
seem very determined and
militia system of politics. This
ambitious, but she qualifies
social and political awareness
this when she notes, “Ambiof obligation, accompanying
tion is normal in Switzerland.
the Swiss in all their actions,
From an early age, we are alis unparalleled. Ritter himself
ways striving for more and are
is married and the father of
never really satisfied with what
three children. Together with
we have already achieved.”
his family and two employees,
This desire for something bethe manages a 28 hectare orter and the accompanying
ganic farm in Altstätten, in the
will to continuously improve
canton of St. Gallen, which is
is also one of the reasons why
focused on dairy production
Switzerland has attained such
and orchards. “I'm often asked
a high educational status and
how I manage all this alongside
why in the country’s executive
my demanding Association
suites one usually encounters
and National Council activities.
only Swiss. “Our motto is: We
With an efficient organisation,
go for it with all our heart, or
a big dose of hard work, but
not at all. We Swiss don’t have
also thanks to my wife and a
much respect for half measugood team, it’s doable.” Hard
res.” Nevertheless, she is also
work is one of Switzerland’s
well aware that it takes more
typical virtues. This is not just
than her own talent and hard
evident in the country’s long
work to make her restaurant in
working hours or the number
No half measures! Cook Meta Hiltebrand at work.
Zurich a success, but also the
of weeks of vacation people
industrious international team she has working for her. “I am reare permitted to take. Rather, it is noticeable in the many comally happy and grateful to work in a multicultural environment,”
mitments the Swiss people undertake that cannot be measured.
she says. “It keeps us loosened up. That’s good because we Swiss,
The enjoyment people have in their own work is immense. “What
despite all our openness and flexibility, are often also stubborn
interests me is sustainability – whether it’s as an organic farmer,
and narrow-minded in our work." The eccentric cook is quite selfa father, or as a member of the National Council. In Switzerland
critical: “I know that I have my own strong opinions, and that can
we have the best conditions. It is crucial that we treat people and
rub some people the wrong way sometimes. But I never want it to
nature with respect."
spoil anything for anyone.”
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Macro

The “Matterhorn effect”.
Text: Christophe Bernard, Chief Strategist Vontobel

Mention currency turmoil, and most of us will think of the unexpected
devaluation of the Chinese yuan on 11 August. Yet not too long ago,
Switzerland’s removal of the franc’s de-facto peg to the euro also made
waves on financial markets. While the aftershock of that mid-January
decision can be felt even today, the Swiss economy is sailing along relatively
smoothly.

Innovation and flexibility
Eight months on, Swiss companies are holding up thanks to their
focus on innovation and market-leading positions in profitable niches. The key to success is their ability to quickly adapt to the new
landscape due to productivity gains and superior pricing power
derived from products with high added value. Certainly, the manufacturing of standard products will be subject to further delocalisation, weighing on growth for the period ahead. Yet the focus
on innovation and Swiss-made quality is paying off thus far.
The same level of steadfastness and resilience to outside forces – a
sort of “Matterhorn” effect – can be felt in other parts of the
economy such as tourism. Despite the strong franc, overnight

stays in Swiss hotels from January to July remained at a fairly high
level with the rising number of Chinese, Indian and South Korean
visitors helping to cushion a slump in European bookings.
Naturally, there are areas of weakness: the profit margin of small
and medium-sized companies with a large Swiss cost base is under

© Keystone

Swiss economic news seldom makes it into the world headlines,
but the situation was very different in January 2015: the abandonment of the exchange-rate floor of Swiss francs 1.20 to the euro
– a measure introduced by the Swiss National Bank (SNB) back in
September 2011 in a bid to counteract the strength of the national currency at the time – triggered a mini-earthquake on global
financial markets. Following the SNB’s totally unexpected announcement, the Swiss franc appreciated significantly against
most currencies. The euro, for example, fell from its prior level of
1.20 Swiss francs to less than 0.85 for a while, after eventually
settling around 1.01 francs a few days later. The seismic shifts,
reported in the media as a “Swiss shock”, reminded market players of how quickly the international currency situation can change
– in this case following a change of strategy by the SNB. Many
investors who were betting on the fixed euro/Swiss-franc exchange rate continuing were caught on the wrong foot. The Swiss
economy was wrong-footed, too, seeing exports become massively more expensive due to the franc’s strength.

Developing new markets at an early stage – tourists from Asia visiting the
Matterhorn.
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Since the start of the financial crisis, Switzerland's economy has performed well
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intense pressure and sectors such as retail face significant challenges; but remarkably, Switzerland’s job market remains robust with
the unemployment rate currently standing at 3.3 percent, virtually
unchanged from January and the KOF leading economic indicator
has rebounded to end-2014 levels. In addition, the first-half earnings of Swiss international companies were reasonably strong.
Admittedly, the Swiss franc, though heavily overvalued versus the
euro, is much less overvalued against the US dollar or the British
pound and in real terms, the trade-weighted appreciation has
been less pronounced than commonly perceived. This is the case
because of the lower Swiss inflation relative to its trading partners.

All in all, we stick to our central scenario of an “ongoing recovery
– amid persistent headwinds” as we believe the strong domestic
economic momentum in the US, UK and Germany will not be
derailed by sluggish demand from emerging markets. Certainly,
adverse winds are blowing harder, but market participants are
starting to discount a scenario that is much worse than what will
likely unfold. As a result, we retain our current positioning and
our inclination is to look for buying opportunities in areas that are
unaffected by the current emerging-market/commodity-market
downturn, without losing sight of overall portfolio risk.

The large multinationals headquartered in Switzerland such as Novartis, Roche, Nestlé and ABB have been in a better position than
smaller companies from the start. They have their production or
research and development facilities in the foreign markets where
they sell their goods. Even so, ABB has recently announced a costsavings programme, citing a downturn in important markets such
as China. This will likely lead to job cuts in Switzerland and elsewhere.
The magazine for private clients Macro 19
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The art and science of equity research:
Swiss companies in focus.
Text: Martial Daniel Balbinot, Senior Investment Specialist

For many investors, the company evaluations made by equity analysts form
an important basis for their investment decisions. Equity research focuses
primarily on determining the fair value of a company based on structured
valuation models. Vontobel’s expertise in equity research in Switzerland was
recognised again this year in the prestigious Extel Survey. Our clients directly
benefit from this long-standing, proven expertise.
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“Buy low, sell high.” Most investors would like to follow this
simple recipe for successful investing: purchase an equity at the
most favourable price and then sell it later at the highest price
possible. What sounds very plausible in theory, of course, is much
more difficult to implement in practice, and if investors manage to
get the timing just right – which is something that can only be
determined after the fact – then more often than not, coincidence
also played a role. Having said that, however, investing successfully over a prolonged period of time is not just a matter of chance
and good luck. Although all shares experience ups and downs
along with the stock market as a whole, those of undervalued
companies should, over the long term, generate above-average
returns in terms of capital gains and dividend earnings.

Various valuation models
In order to determine the “fair” value of the company based on
all the information available, various valuation models are used,
often in combination. Vontobel Equity Research counts primarily
on three techniques: the “Discounted Free Cash Flow” model, the

© Keystone

To determine whether or not the shares of a company are undervalued, you first need to know what its “fair” value is. This is
where equity analysis comes into play. Its primary goal is to determine the objective value of a company and its shares the best way
possible. In Vontobel’s unit conducting equity research on companies in Switzerland, each member of our team of 16 analysts focuses on a number of specific sectors and individual companies.
Using various valuation models, they calculate the potential value
of a company as well as its key metrics, and prepare detailed reports and analyses on individual companies and sectors.

Combination of hard and soft factors
Equity research is not an exact science. Too many unknowns and
externalities that are hard to predict make it difficult to solve exact
equations. Nevertheless, equity analysis does make use of scientific methods in order to determine the fair value of a company as
well as possible, given the prevailing uncertainties. To do this, a
mixture of so-called hard and soft factors is taken into account.
“Hard” factors include information and numbers that give insight
into the actual financial situation – figures that can be found, for
example, in a listed company’s balance sheet or income statement. On the other hand, “soft” factors include information that
is more difficult to quantify, such as the company’s strategy, its
future projects, and its market landscape and competitive environment. In addition to company or industry-specific aspects,
macroeconomic factors such as the general rate of economic
growth, interest rates, or the country’s fiscal policy framework can
also have a decisive influence. A comprehensive and verifiable valuation is then derived from a combination of all this information.

Swiss Federal Councillor Johann Schneider-Ammann and Nestlé CEO Paul Bulcke at the opening ceremony for the company’s third Nespresso production
centre in Switzerland.
22 The magazine for private clients Competence
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«Discounted Free Cash Flow» model: Free cash flow corresponds to the expected operating cash surplus after tax,
but before interest payments, less net investments in fixed
and current assets. In other words, the company’s value
is understood to be represented by the expected total of
freely available cash generated, after funding all necessary
corporate investment. The discount rate used corresponds
to the company’s weighted average cost of capital.
«Peer-Group» comparison: In a Peer Group comparison,
listed competitors are compared with respect to certain
reference metrics, i.e. market value is taken into consideration. One of the most common reference metrics is the
price-earnings ratio. A control group may consist of direct
competitors or other listed companies which have a very
similar profile with regard to revenue growth, margin profile and return on investment.
«Sum-of-the-Parts» model: The Sum of the Parts analysis
calculates a separate valuation for each of a company’s
different business parts or divisions and then adds these
valuations together. In the Sum of the Parts analysis,
different valuation methods, or different metrics, may be
used for different parts of the business.

“Peer Group” comparison, and the “Sum of the Parts” model (see
box). In particular, the cash flow model is becoming increasingly
important compared to other valuation ratios used, such as the
price-earnings ratio (P/E). It is specifically derived from operating
cash flow rather than from profits, because profits, as opposed to
cash flow, are more easily manipulated and can be calculated
many different ways.
The fair value of the company, as determined through this valu
ation process, is then compared with the current share price in
order to arrive at a relevant trading recommendation to be communicated to the Bank’s internal and external clients. If the
company’s value, based on one of the above calculation methods,
is determined to be significantly higher than its actual share price,
then the recommendation is to “buy” the share. If the value is
lower, however, then a “sell” recommendation is made. If the
current market valuation is in line with the calculation, it is regarded as fair, and a rating of “hold” comes into play. The basic assumption behind all this is that the equity markets are subject to
temporary inefficiencies and anomalies, which can account for a
difference between the fair value of the company and the actual
trading price of its shares. But in the medium term the share price
of such a company should realign to its fair value.

The art of correct interpretation
The commonly used equity valuation models are not very complex in and of themselves. But behind many of the factors included in the models are assumptions about future developments,
and these are subject to many uncertainties. Therefore, a good
equity analyst must master the art of understanding the sensitivities of the different models in order to weigh their pros and cons.
What is also needed is independence and critical scrutiny of the
company information or of the statements made by its management – and this requires in-depth knowledge of the pertinent industries and their products. One aspect of the independence
needed is the courage to publish trading recommendations or
price targets that differ significantly from the consensus of other
analysts.
Vontobel, a leader in Swiss equities
At Vontobel, our in-house Equity Research Department focuses
on Swiss companies. The team of 16 equity and credit specialists
covers around 120 Swiss companies, including all the companies
making up the indices SMI, SLI and SMIM. Especially in the small
and mid cap segment, we provide very wide coverage compared
to our competitors. Among the analysts’ core tasks is the preparation of carefully researched reports on Swiss companies in various
market sectors. The team meets regularly with company representatives and visits their production sites. They then produce various
publications based on sound analyses, and issue ratings and price
targets on each of the equities they cover.
External judges of our work also regularly confirm the quality of
our research expertise. This year, for example, Vontobel was recognised in the highly regarded Extel Survey as the best firm covering Swiss equities for the fifth consecutive year. The Extel Survey,
conducted for more than 40 years now, is one of the most prestigious investor surveys in the research/brokerage field in Europe.
The performance of various providers is assessed by investors and
the results are then evaluated and qualified by a high-caliber panel
of industry specialists.
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Swiss banking lives.
Text: Jean-Pierre Stillhart, Head of Private Banking Switzerland and Liechtenstein

The Swiss banking sector has been shaken to its very foundations by the
financial crisis. As a result, a profound transformation is underway. In the
future, will Switzerland remain an attractive locus for international private
banking, or will the regulatory changes lead to a decline in Switzerland’s
importance as a financial centre?
Thanks to its geographic location, small size, and lack of natural
resources, Switzerland has always been internationally orientated
in its commercial and industrial development. Companies once
focused only on trading began to lend money as well, thus establishing the country’s first banks. As business relationships extended abroad, so too did banking transactions. Individual institutions
began to work together, not only to execute cross-border
payment transactions, but also to make investments abroad. Over
a span of two hundred years, the Swiss gained broad knowledge
of the financial markets and global investment opportunities,
know-how which laid the foundation of Switzerland as a financial
centre – and therefore also of “Swiss banking”.
As Swiss entrepreneurs and their foreign partners scored business
successes, the need grew for advisory and other financial services.
Although the country was open and multicultural, the mentality
has always been characterised by a certain restraint and discretion
when it comes to financial privacy and the protection of property.
Indeed, these Swiss traits are deeply rooted, and they remain a
success factor today – in sectors such as tourism in addition to the
financial sector, insofar as well-known personalities can move freely in Switzerland, and banking clients know they will be well cared for and their assets protected. Further, the country’s stable
political environment, strong currency, and the certainty deriving
from the rule of law here are all greatly appreciated. For many
wealthy people, such conditions are far from “givens” in their
home countries.
Maintaining and developing Switzerland’s qualities as a
business location
Especially in times of uncertainty or crisis, a solid framework is
very important when it comes to investing. The condition of the
government’s budget, a low unemployment rate, and low levels
of public debt all play a vital role in providing this solidity. From an
international perspective, Swiss companies are very competitive.

This was underlined by the World Economic Forum in September
of this year, when it ranked Switzerland as the most competitive
country in the world, for the seventh year in a row. Switzerland’s
modest level of national debt and its economic capability are indicators of a solidity that investors find convincing.
Switzerland, as a location, thus makes a strong argument. H
 owever,
location is but one element when it comes to the increasingly
demanding business of managing cross-border assets, changing
client needs and meeting the requirements for increased transparency. As a result of the financial crisis, banks around the world
had to adapt the services they offer to fulfil changing regulatory
conditions. Swiss private banks, serving clients from almost every
country in the world, were especially challenged to adapt their
processes and systems, already quite complex, to the peculiarities
of each country. Account and asset statements have to be constantly aligned with country-specific tax regulations and regulatory
conditions. Most financial institutions were able to call upon
many years of international experience and agility in reacting to a
changing environment. One result of the massive changes in the
framework of the banking business was a wave of innovation in
the industry, indeed creating even more value added for clients
than what was required under the current legislative regimes.
Cultivating and expanding knowledge
The mentality of the Swiss and their economic history have had a
lasting effect on the high quality of service here, and on the
country’s stock of experience. This is especially true of the financial sector. It has developed a distinctive expertise in diversifying
investments across various countries, currencies and sectors, and
tailoring them to client needs.
Applying this knowledge correctly requires the detailed analysis of
these needs. To this end, the client advisor at Vontobel takes a
great deal of time to listen to clients and understand their personal
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situation. Together, objectives are defined and an optimal solution
is developed. Competent advice in combination with first-class
service are merely the basis which the private banking client may
expect. It goes without saying that for complex issues, today’s
client advisory service also calls upon the involvement of specialists in order to ensure the highest quality of client care. Comprehensive client care is a Swiss speciality, and over the last few
decades it has given rise to a large number of highly specialised
services for the wealthy, in addition to the classic investment business.

Thanks to the high level of education, strong service mentality,
and strong work ethic that shape it, Swiss private banking continues to offer excellent arguments to attract wealthy individuals
from around the world. Especially in the past few years, the will
has clearly been demonstrated to successfully adapt and continually evolve to meet the challenges of the future.

© Keystone

Staying flexible
In private banking today, size is not necessarily synonymous with
business success. Financial institutions need to remain flexible and
agile. In this respect, many Swiss banks – Vontobel among them
– have the advantage that a stable shareholder base and the com-

mitment of their founding family allow them to further develop
their business model for the long term, in a targeted and consistent way. The density of asset managers in Switzerland provides
for the high degree of local competition that will ensure that the
financial centre remains highly innovative – for the ultimate benefit of the client.

Important drivers of Switzerland’s competitiveness include the condition of the government’s budget, a low unemployment rate, and low levels of public debt.
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Blue page

News from Vontobel.
Structured Products: The Investment Bank is blogging
New technologies are changing not only the way we live, but
also our information and communication behaviour. In this realm, the Web 2.0 offers exciting new opportunities for communicating and exchanging information. This why, in September
2015, Vontobel Investment Banking launched a blog. Its focus:
structured products in Switzerland (derinet.ch/blog) and Germany (vontobel-zertifikate.de/blog). The blog provides highly
interesting content related to investment themes, and presents
facts, background information and more from the world of
structured products. Blog posts are displayed in reverse chronological order, so the most recent addition is always the first
thing you see. Who is the blog’s target readership? Financially
savvy Internet users – and anyone who wants to become one.

Vontobel Swiss Wealth Advisors celebrates fifth anniversary
At the beginning of September 2010, the newly established
Vontobel Swiss Wealth Advisors (VSWA), a subsidiary of Vontobel Holding, was granted a licence by the US Securities and
Exchange Commission (SEC) to provide investment advice to
“US persons”, in accordance with US legislation. VSWA opened its doors with five employees and now employs a staff
of 25, looking after around CHF 1.7 billion in client assets. In
2013, branches were opened in Geneva and Dallas, and additional offices in the US will follow.
Deepak Soni, the CEO of Vontobel Swiss Wealth Advisors,
says, “We were convinced from the outset that the compliant support of ‘US persons’ had a future, and our success has
proved us right. For the last five years, we have been one of
the few SEC-registered units in Switzerland, and we are able
to put our experience and expertise to optimal use supporting
‘US persons’ in a way that is completely compliant with all the
relevant US regulations.”

Carlo Pesenti, CEO of Italmobiliare, says, “In a rapidly changing
and globalised world, the demands of our private clients have
become more challenging when it comes to the management
of their assets. In Vontobel, we have found the perfect partner
who shares our values, our culture, and our high standards of
service – one who will provide our clients with a future-oriented solution. As major shareholders of Italmobiliare, we will
provide our expertise to support Vontobel in the Italian private
banking market. As a sign of our commitment, we will receive
a portion of the purchase price in Vontobel shares.”

Vontobel Mobile Private Banking now available on your
smartphone
Since 14 September 2015, Vontobel clients can now also access
Vontobel Mobile Private Banking on their smartphones. The
smartphone version, running on both iOS and Android operating systems, offers the same broad array of functionalities
and benefits as the tablet version, with the same simple, userfriendly navigation and tile-based modular structure. Thanks
to this expansion to smartphones – our constant companions
– the possibility for clients to access their portfolios and other
financial information, anytime, anywhere, is now even easier.
For the transmission of data, the bank makes use of encryption
technology that meets the highest standards of security. Vontobel Mobile Private Banking Mobile is currently only available
to clients domiciled in Switzerland, but an international rollout
is in the planning phase. www.vontobel.com/mobilebanking

Vontobel and Italmobiliare conclude cooperation agreement
in order to strengthen business with Italian private clients
With offices in Zurich and Ticino, Finter Bank Zurich is being
acquired by Vontobel from its present owner Italmobiliare. For
Vontobel, the acquisition allows us to strengthen business ties
with Italian clients while committing to our home market of
Switzerland at the same time.
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