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Economic outlook

BCGE — Economic outlook for 2025: concentration

Geneva, 17 December 2024 — As we are about to enter a new year, it
looks as if central banks have won the battle against inflation and will
continue to cut their interest rates. In all the regions, growth is driven by
only a handful of sectors, be it the technology sector in the United
States, business services in Europe or the pharmaceutical industry in
Switzerland. This concentration could prove problematic. In 2025,
inflation in Switzerland is expected to be 1.1% with GDP growth at
around 1.9% for Switzerland and 2.0% for Geneva.

Marco scenario Inflation Unemployment rate
2024 2025 2024 2025 2024 2025

Switzerland 14 19 11 11 25 24

Geneva 14 2.0 1.0 11 49 43

Eurozone 0.8 19 24 22 6.5 6.5

United States 2.6 2.8 29 27 4.4 4.3

Key Interest Rates 1651224

Switzerland 1.00 0.50 0.50 0.50

Eurozone 3.40 275 225 225

United States 475 450 4.00 4.00

10% Interest Rates 151224

Switzerland 0.27 0.50 0.90 1.10

Eurozone 213 210 250 2.80

United States 427 4.40 470 500

Currencies & Crude oil 15.12.24

EUR/CHF 0.93 0.94 0.96 0.98

USD/CHF 0.8a 0.89 0.89 0.89

EUR/USD 1.05 1.06 1.08 1.10

Brent crude oil USDYbarrel 73 a4 95 105



Inflation under control in the United States... for now

With the elections in the United States over, the haze of uncertainty is lifting and the power is now
firmly in the hands of the Republicans, led by Donald Trump. They not only won the presidential race
but also control both the Senate and the House of Representatives. After this resounding victory, the
S&P500 and the Nasdaq hit new record highs, and the dollar strengthened as well. Two sectors stand
out in particular: the consumer discretionary sector, which could be boosted by new tax cuts, and the
financial sector given the likelihood of further banking deregulation. Energy prices, above all oil prices,
are falling due to an expected increase in production, which helps keeping inflation under control.
However, even if Washington can boast of being self-sufficient when it comes to the country’s energy
needs, it still needs metals for the technological transition, most of which are processed in China.
Besides, inflation proves rather sticky, with wages, service prices and housing costs remaining high,
casting doubt on the Fed’s decision to lower its key rates further in the near future.

Uncertainty in Europe

In Europe, growth is mainly driven by business services. They have taken the place of the
manufacturing sector, which is seriously struggling, as can be seen with the German automotive
industry. Meanwhile, Europe banks on a broader diversification of its economy. Mario Draghi, who
once saved the euro, outlined a number of avenues to explore in the Budapest Declaration,
recommending energy independence as a way of making the EU more competitive. The impact of his
message was somewhat hampered by the current political crises in France and Germany, though.

Significant concentration on pharmaceuticals in Switzerland

In Switzerland, the pharmaceutical sector is the main driver of growth, with exports accounting for
some 30% of trade, the United States being the main trading partner. In this case too, concentration
might eventually turn out to be a weakness, all the more so as Donald Trump has appointed the
controversial Robert F. Kennedy as his health secretary. Inflation seems to have stabilised below 1%
and the SNB has lowered its key interest rate to 0.5%. An indication that the Swiss central bank wants
to avoid the risk of deflation — and negative interest rates — that a strong franc would increase.
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Based on its assessment of the economic situation and its forecast of future developments, BCGE provides its clients with some
general recommendations intended to help them protect themselves against potential risks or to take advantage of certain
developments. These recommendations are non-binding and the Bank cannot be held responsible for them.

BCGE: Banking solutions made in Geneva

A universal bank since 1816, BCGE provides high-quality banking services for private, business and institutional clients in
Geneva and the surrounding area. BCGE’s business lines include everyday banking services, private banking, asset
management, investment funds, pension planning, mortgages and lending to the private and public sectors. It runs a trading
room and offers financial engineering, business valuation and transmission, private equity and trade finance services. The
BCGE Group has 21 branches in Geneva and operates multiple business lines in Zurich, Lausanne, Basel, Paris, Lyon and
Annecy with representative offices in Dubai and Hong Kong. BCGE employs 887 people (full-time equivalents, as at 30 June
2023). BCGE is listed on the SIX Swiss Exchange (security no. 35 049 471) and is rated AA-/A-1+/Stable by Standard & Poor’s
(S&P).
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