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FX reserves as a derivative of SNB’s          

monetary policy
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Legal basis for the management of FX reserves

National Bank Act (since May 5 2014)

− Art. 5, para. 2d.: The National Bank … shall manage the 

currency reserves.

− Art. 42, para. 2a., 2e.: The Bank Council … lay down the 

internal organization of the National Bank. … It shall 

approve the level of provisions. It shall oversee the 

investment of assets and risk management.

− Art. 46, para. 2b., 2c.: The Governing Board … shall

decide on the composition of the required currency

reserves including the proportion of gold. It shall decide on 

the investment of assets. 

GOVERNANCE STRUCTURE
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SNB’s investment policy should support monetary policy 

and contribute to the robustness of its balance sheet
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Criteria Goals Implementation

Currencies Sufficient reserves in most important currencies EUR, USD, Gold

Liquidity High liquidity of (a significant part of the) assets Government bonds in most liquid currencies and 

markets

Credit risk High credit quality of issuers Government bonds in local currency

Concentration risk Avoidance of high concentrations in single markets or 

issuers

Diversification over currencies and assets

Opportunity costs Reduction of opportunity costs of holding reserves Risk: Diversification

Return: Addition of assets with positive risk premium

Conflicts of 

interest

Avoidance of conflicts of interest and procyclical 

behaviour

Limited exposure towards financial sector and risky 

assets

Broad diversification in liquid markets



Currency allocation 1997 vs. 2023: 

history of diversification
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Investment allocation 1997 vs. 2023: 

from a traditional central bank to a professional investment manager
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The benefits of diversification since 1997 –

continuous optimization of risk/return profile 

HISTORICAL AVERAGE RETURN AND VOLATILITY                   

(Monthly data since 1998)
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Investment and risk control process – well defined 

risk budgeting from top down 
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• Investment goals and restrictions

• Investment universe

• Determination of main risk drivers 

(Beta risks)

_______________________________

• Strategical asset allocation (SAA)

• Strategical limits

• Definition of 

leeway for 

imple-

mentation

• Index 

selection & 

benchmark 

conception

• Investment 

guidelines 

and limits

• 1st Alpha

generation: 

Investment 

Committee 

• 2nd Alpha 

generation: 

Portfolio 

Management

• Adherence to 

guidelines

• Calculation of 

risk figures

• Performance 

measurement

• Reporting

Investment allocation Guidelines Implementation Risk control

Risk Management

Asset Management

II. & III. Department

Risk Management

II. Department

Risk Management

II. Department

Asset Management

III. Department

Risk Management

II. Department

Analysis: Responsibilities:

Decision by Governing Board Execution by Departments

Proposal:



Asset Management at SNB
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Asset Management Zurich (1 Head + 1 Assistant)

Portfolio Management (11)

Quantitative Analysis & Cross Asset Monitoring (5)

“Best Analysis”

Top-down vs. Bottom-up

Outperformance

“Best Execution”

Replication/Outperformance 

Singapore Office

Portfolio Management
Asia

2 PM

Portfolio Trading
Asia

2 PT

Portfolio Trading (12)

Rates
Europe & N.A.

5 PM

Credit
Europe & N.A.

5 PM

Fixed 

Income
Europe & N.A.

7 PT

Equities
Europe & N.A.

4 PT



Offices in Zurich & Singapore

05/09/2023 Managing Foreign Exchange Reserves  |  MAC  |  Confidential  |  © Swiss National Bank13



Investments are managed in different portfolios –

management style depends on markets

DIFFERENT LAYERS OF ASSET ALLOCATION PORTFOLIO MANAGEMENT STYLE

05/09/2023 Managing Foreign Exchange Reserves  |  MAC  |  Confidential  |  © Swiss National Bank14

Tactical Asset 

Allocation
Responsibility of Investment 

Committee

Portfolio 

Management
Responsibility of Asset 

Management

Strategical Asset 

Allocation 
Responsibility of Governing 

Board

Currencies

A
s
s
e
ts

Currencies

A
s
s
e
ts

Currencies

A
s
s
e
ts

F
ix

e
d

 I
n

c
o

m
e

Issue

volume

Depends on 

outstanding

debt/rating

Active

style

E
q

u
it

ie
s

Market 

cap

Depends on 

business

success

Passive 

style

Market index

weights

Composition

market index
SNB’s investment

approach



Passive style for equities – economic changes/success 

become automatically reflected in SNB’s portfolios
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Active style for fixed income – SNB tries to avoid

troubled issuers with increasing index weights
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Bonds Stock
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Since 2005 equity investments have increased as % of FX reserves

and market coverage has been broadened

05/09/2023 Managing Foreign Exchange Reserves  |  MAC  |  Confidential  |  © Swiss National Bank18

Year #Stocks

2005 > 1’500

2013 > 5’700

2015 > 6’600

Year #Stocks

2005 > 1’500

2013 > 5’700

Year #Stocks

2005 > 1’500



Equity investments offer only limited diversification benefits 

due to CHF as reporting currency  

HISTORICAL AVERAGE RETURN AND VOLATILITY

For different equity shares; monthly data since 1998
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However, equity investments contribute to the build up

of reserves over time
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Despite passive management style public perception

is often focused on individual shares/sectors
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Non-financial aspects of equity investments
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Restrictions for
official institutions

ESG

Voting
Reclaim cash from

settled class-
actions



Exclusion policy: SNB deviates from broad

diversification in some well defined cases

TOP-DOWN: 

Exclusion policy for equities & fixed income
BOTTOM-UP: 

ESG is integral part of active fixed income PM
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Norms-based screening
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Summary

Basis situation

• CHF 740 bn of FX reserves; if 5% is invested in new market = CHF 37 bn

• Only a few markets are able to cope with that kind of flows

Equity

• Invested in all developed markets (large-, mid- and small-cap stocks) as well as in EM 
large- and mid-cap companies 

• 96% of global equity markets

• Non-financial aspects of equity investments

Fixed income

• SNB is an important lender in many countries
(GE, CA, DK, SG)

• 76% of global bond markets

• No true alternatives to the G4 government bond markets (yet)
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Interest rate rise has led to capital losses on FX reserves, 

but also to higher future return potential
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Return potential limited by higher costs on liabilities

Costs on liabilities:

− Interest on CHF repo 

transactions and SNB 

debt certificates

− Interest on sight 

deposits 
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Thank you for your attention!


