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1 General economic trends

1.1 Developments up to mid -2019

For the reporting period 2018 to mid-2019, a key framework condition for the Swiss export industryi
the euro exchange rate i was very unstable. The Euro exchange rate rose from 1.17 CHF/EUR in
January 2018 to 1.19 CHF/EUR in April 2018 i only to slip back to 1.09 by September 2019 with a
tendency to fall further. The dispute on trade policy between the USA and China and the as yet
unknown real impact of Brexit and the associated more uncertain and gloomier economic outlook are
probably the main rea-sons for this movement in the Euro exchange rate. In the EU the political
instability in Italy now repre-sents another high risk to the economy.

In January 2018 the USD/CHF exchange rate began at 0.96 CHF/USD, reached its peak in April 2019
at 1.01 CHF/USD and fell slightly to 0.99 by September 2019. The Swiss National Bank (SNB) will
have to maintain its low interest policy to prevent the Swiss franc becoming too attractive as a safety
haven currency. This policy is predominantly affecting the pension insurance system and small savers
and makes investment in property disproportionately attractive, which carries the risk of a property
boom.

Under pressure from the low euro exchange rate, the Swiss export economy became significantly
more efficient and can therefore rapidly take advantage of the favourable international economic
environment until the first quarter of 2019. The status of the chemical and pharmaceutical industry will
be further strengthened. In the machinery and metalwork industries in particular, the situation has
eased signifi-cantly. Even tourism, which is heavily dependent on the exchange rate, has been able to
make up con-siderable ground. The adaptation of Swiss tourism to new customer groups, particularly
from Asia and the gulf States, has contributed to this. The higher inflation in European neighbouring
countries has also supported the positive effects of the stronger euro. More visitors from neighbouring
EU countries are also holidaying in Switzerland again.

At 2.5%, Swiss GDP growth was much stronger in 2018 than in 2017 when it was only 1.0%.
Manufac-turing industry contributed significantly to this at 1.5%. After a pause in the 3rd quarter of
2018, this sec-tor again grew dynamically, particularly in the chemical and pharmaceutical industry.
Other industrial sectors also reported rising sales, including the watch, clock and precision instruments
industry and the food industry. Manufacturing industry benefited from the strong international demand
for Swiss products. Goods exports showed strong growth of 5.6%. This development is generally
continuing in the first half of 2019

1.2  Outlook

The outlook for the Swiss economy was beginning to look more pessimistic towards the middle of
2019. A principal reason for this is the trade dispute between the USA and China. The September
forecasts by experts for growth in GDP are 0.8% for the full year 2019 and 1.7% for 2020.

The economic outlook for 2020 is shaped by considerable uncertainty around the evolution of the
euro/franc exchange rate, the lack of clarity on how the economic war between the United States and
China will pan out and potentially escalate, and by tensions within the EU and between the EU and
Turkey. The Swiss National Bank therefore intends to continue to stick to its low interest rate policy,
even some-times using negative interest rates, which in turn will limit investment opportunities for insti-
tutional investors and focus investment on real estate. This increases the risk of a real estate bubble,
also given the continuing decline in immigration figures and growing housing vacancy rates in certain
regions. However, there is also growing interest in renovating old buildings and investments in making
homes more energy-efficient. The incentives for these set by politicians, however, are still insufficient.
The impact on the automotive supplier sector with its importance for Switzerland of the changes in the
international automotive industry, particularly in Germany, due to the trend towards electric cars
should not be underestimated. The sector is however already relatively well placed as regards materi-
als and parts for interior fittings, components for electric cars etc.

On energy policy, important political strategies will be laid down in the coming months, partly for cli-
mate protection reasons. They are likely to offer greater climate protection, based on the changes ex-
pected in the majority situation after the parliamentary elections in October 2019. The effects on the
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Swiss economy will vary from sector to sector. It will be important to respond positively to these chal-
lenges and to make best use of the opportunities presented by these new requirements in order to se-
cure a competitive advantage with climate-friendly technologies.
-> For more information, see: https://www.seco.admin.ch/seco/de/home.html

2 Developments in forest products markets

2.1 Overview and general trends

Over the course of 2018 and the first half of 2019, a key economic parameter for the Swiss forestry
and timber industry 7 the euro/franc exchange rate i saw a significant recovery. This positive devel-
opment culminated in spring 2018, after which point it declined again. Even so, this development took
some pressure off Swiss industry in general and also raw wood prices for a few months and reduced
the price advantages of imports of sawnwood and glued semi-finished products for construction. Con-
versely, ex-ports of raw wood, sawnwood and wood-based panels to the important neighbouring mar-
kets of Italy, Germany, France and Austria became more competitive. Sawmills in Switzerland, Ger-
many, Austria and France reported above-average capacity utilisation and buoyant trade in the for-
estry and timber sectors during the reporting period. Global warming and the rising summer tempera-
tures and increasing periods of drought are also a growing challenge for Swiss forestry in terms of for-
est management, particularly in the choice of tree species, e.g. the main tree species, spruce and
beech, are particularly affected by climate change. The last three summers of 2017, 2018 and 2019
with periods of heat and drought lasting for weeks are increasingly making themselves felt in the con-
dition of the forests. These have become more fragile in the reporting period. For this reason and as a
result of the windthrows caused by the storm systems Burglind, Evi and Frederike and local F6hn
winds (strong southerly winds in the Alps and Prealps), the occurrence of enforced usage timber due
to spruce infestation by bark beetles increased sharply in 2019. These additional supplies of poorer
quality timber may increasingly be poorly received by the market. This will also have a negative impact
on the future evolution of the economics of the forestry enterprises.

This lean period lasting for years has exhausted the financial reserves of the forestry enterprises and
the first processing stage, the sawmills, in Switzerland, despite the brief respite during the 2018 recov-
ery. There is still little scope left for major investment in fundamental improvements to the infrastruc-
ture. The scope is now somewhat greater again for the sawmills i the first timber processing stages -
and they are taking full advantage.

2.2  Outlook

The pressures of climate change have led to a fundamental change of political opinion which was not
to be expected until recently. The forthcoming climate policy agenda in 2020 is also likely to give new
and greater weight to the CO2 policy arguments for timber as a building material, raw material and
energy source. The damage to the forest due to climate change is countered by the possible greater
policy weighting for forestry and the timber industry.

The exchange rate between the euro and the Swiss
neighbouring countries i Italy, France, Germany and Austria i as well as the anticipated further
increase in compulsory felling due to bark beetle infestation, will continue to be central issues for the
Swiss forestry and timber industry in 2019 and 2020. However, this is set against a positive
assessment of sales markets for softwoods and a stable outlook for the difficult sales markets for
hardwoods. The boom in timber construction, as well as packaging for exports in the machinery and
metalworking industries, will continue to drive strong demand for roundwood and sawnwood in 2019
and into 2020. The outlook is good that an anticipated decline in building activity can be offset by a
further increase in the share of timber construction and an increase in energy-efficient renovations in
the context of the 2050 Energy Strategy.

The Swiss timber construction enterprises will probably continue to be very successful in the coming
years thanks to strong activity in construction and the shift towards timber buildings. Thanks to very
active universities and universities of applied sciences in the field of timber construction, and the lively
and regular exchange with timber construction businesses, innovations quickly find their way into
build-ing practice. A challenge that is becoming ever more pressing is how to improve the protection of
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buildings against summer heat due to climate change. This area is already being prioritised in timber
con-struction research. Given the positive effect on climate policy of the use of timber as a building
material and raw material, greater potential can be expected.

For industrial wood and residues from wood processing, sound demand for woodchips is expected in
2019/2020 from the domestic paper and derived timber products industries. For the paper and paper-
board industry and producers of engineered wood boards, the CHF/EUR and CHF/USD exchange
rate will also be a major factor in 2019/2020. The paper industry will feel the effects of the falling trend
in paper consumption per head and the further digitalisation of the media even more acutely in the
coming years. Sawdust and shavings will remain in demand primarily for the production of wood
energy pellets.

2.3 Excellence in Swiss timber construction

The share of timber construction continues to grow, particularly in the area of multi-storey residential
buildings right up to large-scale constructions in wood. Building with wood is back in fashion: the num-
ber of planning permission applications for apartment blocks mainly made of wood has more than dou-
bled since 2005. Wood as a building material has received a boost from new fire safety regulations,
lower production costs, short construction times with less inconvenience for residents and through the
quality that can be achieved through extensive prefabrication with clearly structured work processes in
enclosed halls. In high-density building, when adding on to existing buildings, the weight advantages
of wood as a building material are naturally a factor. The increasingly visible appearance of wood as a
building material is acting as a catalyst in this development.

The Prix Lignum, which is awarded every three years, plays a key role in raising the profile of the im-
portance of domestic and renewable wood as a building material and of the quality of buildings real-
ised in wood. Once again in the 2018 competition, the prize recognises a broad range of very different
wooden structures, from a small garden pavilion to large residential complexes and industrial build-

i ngs. Even for Swi t-zesowhed stad d&chitedtspbeiegrinvadvédiinanodein timber
construction is now de rigeur and has become a must. This development is thanks in no small part to
the Prix Lignum.

Load-bearing building components are increasingly being replaced successfully with glued bee-
chwood. In this way, building components made from energy-intensive steel and concrete can be re-
placed by those made from renewable, domestic beechwood, which require significantly less energy
to process. Interest in such heavy-duty components made from beechwood is growing, but the corre-
sponding production capacities in Switzerland still need to be developed. Efforts in this area are under
way. The cost-effective, industrial fabrication of glued, high-performance construction components
made from domestic beechwood is technically demanding, however, and requires significant invest-
ment. If these efforts are successful, the share of sales of the most important type of hardwood in
Switzerland can be strengthened in sales channels with high added value. At present, a disproportion-
ately large proportion of high-quality beechwood has to be used to generate energy or is exported at
low prices to Italy and Asia.

Timber construction is the most successful area of the Swiss forestry-wood chain and is internationally
renowned. This is also supported by the research activity at the two Swiss federal institutes of
technology in Zurich and Lausanne, the Swiss Federal Laboratories for Material Science and
Technology (Empa) and the universities of applied sciences. The digitisation of design and
construction of buildings and building components, and the robotic production of complex structures
have reached a high standard in Switzerland and are rapidly being developed. This research is carried
out in close cooperation with the timber construction sector. However, the success in research and in
the timber construction sector does not fully penetrate, and only slowly, through to forestry and the first
stage of production i sawmills. Nevertheless, production capacity for glulam timber sections is also
being increased in Switzerland due to the high demand. But significant quantities of glulam compo-
nents will have to be imported from Austria and Germany for a few years yet. They will be produced
partly from previously exported Swiss roundwood.
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2.3.1 Example 1 Pilatus brings wood to flight 1 Pilatus Aircraft Ltd aircraft assembly hall in
Stans, canton of Nidwalden

Fig. 1 and cover picture Pilatus Aircraft Ltd aircraft assembly hall in Stans, canton of Nidwal-

den.
(Image source: Striiby Konzept AG, Seewen SZ )

Fig. 2 Pilatus Aircraft Ltd aircraft assembly hall in Stans, canto n of Nidwalden.
(I mage sSauridbey: Konzept AG, Seewen SZ
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Fig. 3 Pilatus Aircraft Ltd aircraft assembly hall/l
(I mage source: Str¢by Konzept AG, Seewen S2Z)
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Fig. 4 Pilatus Aassemhiltthadllaiirm:rﬁans, canton of Ni
(I mage source: Str¢by Konzept AG, Seewen SZ)

Ti mber for construction and gigantic di mensions are

Pilatus Aircraft building in Stans, canton of Nidwal
The Bséwucture is mainly used for the manufacture of
24 tewignine business jet. Production of 50 sets per y

eting machine for aircrafhte parnt gdidgvélsopedilgyneri If atr
of 140 aircraft per year and 200 &@ohkspgouastelrs asd:
for occupaznlcly9.i n mi d

Year of cons®20Ud®ti on:

Client: Pilatus Aircraft Ltd., Stans, Nidwald
Arhci t ect : Scheitlin Syfrig Architects, Lucerne
Contractor: Struby Konzept AG, Seewen, Schwyz
Frame constrwomeueohol zbau, Lungern, Obwal den

Clear roof spa8@nx 190 m
Production afdéda060 m

=A =4 =4 -4 -4 -8 -8 -8 -89

Trusses: 6 weighing 16 tonnes each
Ti mber ¢omsmtcac 3280l mcertified Swiss timber)
ConstructioncaosCHF 30 million
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2.3.2 Timber construction in Switzerland 7 example 2:
Cathedral of Labour 1 New BLS production building at Bonigen, canton of Bern, Prix
Lignum 2018, 1 st place, central region, national rating special prize Swiss timber.

Fig. 5 BLS production bu-aldei®nilBgent hcantbosl ateBér fi a

| mage s8uhwear & Part)ner AG, Bern

Fig. 6 BLS production building ,wicahnttom nosfl uReernnt. f a-
(1 mage sScthrweaea:r & Partner AG, Bern)
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