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The SNB’s monetary policy framework

Price stability Main objective

Inflation forecast Main indicator

Target range CHF 3M-Libor Operational target

Repo Transactions Instrument
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CHF 3M-Libor and SNB Repo Rate
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Regular Monetary Policy Instruments

¢ Open Market Operations
- Repo Auctions
- Fine-Tuning Operations
— Issue of SNB Bills
¢ Standing Facilities
- Intraday Facility
- Liquidity-Shortage Financing Facility
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SNB’s repo auction
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Auctions: Bids and allotment ratio
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The money market in normal times
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Tension in the money market
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Risk premium on money market

Spread between the 3M Libor and the 3M 0IS —CHF —EUR —USD —GBP
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Overview of measures taken by the SNB

Stabilizing the monetary policy stance
Exceptional fine tuning operations

Longer term repo operations
Broadening eligible collateral for SNB repos

EURCHF-swaps (with ECB, NBP, MNB)
Issue of SNB Bills
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Stabilizing the monetary policy stance
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Fine tuning operations
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Longer term repo operations
CHF bn
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Time of longer term repos & risk premium
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Long term repos: Easing funding pressures

Days to maturity* of the SNB's Swiss franc repo operations
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*Volume weighted average of the days to maturity of the outstanding transactions, weekly average
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Broadening eligible collateral for SNB-repos
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Eligible collateral for SNB-repos

CHF GC GOV GC INTL GC

CHF EUR, USD, GBP, CHF, EUR, USD, GBP, CHF,
DKK, SEK, NOK DKK, SEK, NOK

A/A2 (Foreign Debtors) AA-/Aa3 AA-/Aa3
min. Vol. 100 Mln. Value [imin. Vol. 1 Bln. CHF Value | min. Vol. 1 Bln. CHF Value

Debenture bonds
Agencies

Supranationals
Territorial authorities
Banks/Credit institutions
Insurances
Telecomunication
Chemistry, Energy
Financial institutions

Various debtors Government Bonds

Measures taken by the SNB

Martin Schlegel
16 June 2009

Rating of delivered collateral in SNB-repos
M Jan. - July 2007 B Aug. 2007 - Mar. 2009
0,

80% 679% 69%

70%

60%

50%

40%

30%
z 20%
2 ° 15%
: 10% 0 6°/ 9% 4%y,  3%19, 10% 30
5T o 1% 1%
2 %8 0% e  =m
g g g AAA AA- A+ no rating
g = § Source: SIX SIS AG

10



Tensions in the money market: Measures taken by the SNB
Martin Schlegel, Money Market & Foreign Exchange
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Impact of EURCHF-swap operations
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EURCHF-swap: balance sheets

SNB
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Reserves 3+10 Deposits
Lrsersaine=re=
Assets

10.06.2009

11



Tensions in the money market: Measures taken by the SNB 10.06.2009
Martin Schlegel, Money Market & Foreign Exchange

Eligible counterparties in EURCHF-swaps

® Regular counterparties (Swiss and domiciled abroad)
+ Banks contributing in the Libor-fixing

+ Banks contributing in the TOIS-fixing

+ Eligible counterparties for ECB operations

+ Eligible counterparties for NBP operations

+ Eligible counterparties for MNB operations
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Bids in EURCHF-swap auctions
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Issue of SNB Bills
e Instrument to absorb liquidity
¢ Variable rate tender auction (discriminatory)
e Term 1-week (weekly); synchronized with EURCHF-swaps
e Eligible for SNB-repos
=293
Balance sheet SNB (April 2009)
Assets SNB Liabilities
g Gold & claims from gold transact. 34’864 | Banknotes in circulation 46141
FX reserves 55764 | Sight deposits of domestic banks 71'315
Claims from repo transactions CHF 64931 | SNB Bills 37174
Claims from repo transactions USD 1151 | Government balance 6'268
Foreign exchange swaps 53’689 | Provisions and equity capital 61066
2 Loan to stabilisation fund 27°526 | Other liabilities 23'399
£ Other assets 7437
£%gq 245'363 245'363
=293
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SNB balance sheet: assets

Claims from repo transaction CHF M Claims from repo transaction USD
B Foreign exchange swaps B Gold & claims from gold transaction
H FXreserves M Loan to stabilisation fund
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The SNB as money market intermediary
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Expansion of reserves

—sight deposits —average in maintenance periode
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Withdrawing excess reserves

Refrain from renewing maturing repos

Discontinue FX-swaps

Increase the issue of SNB Bills

Purchase Swiss francs against currencies/securities

- Caveat: Limitations!
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Currency in circulation
bn CHF (1 July = 0)
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Contact

Martin Schlegel

Swiss National Bank

P.0. Box

CH-8022 Zurich

Phone +41 44 631 34 68
martin.schlegel@snb.ch
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Copyright ©, limitation of liability

Copyright ©

The Swiss National Bank (SNB) respects all third-party rights, in particular rights relating to works
protected by copyright (information or data, wordings and depictions, to the extent they are of an
individual character).

SNB publications containing a reference to a copyright (© Swiss National Bank/SNB, Zurich/year, or similar)
may only be used under copyright law (reproduced, used via the internet, etc.) for non-commercial
purposes and provided that the source is mentioned. Their use for commercial purposes is only permitted
with the prior express consent of the SNB.

In addition, the SNB provides information and data from its own sources as well as certain processed data
from outside sources. Such information and processed data may be used, translated (with reference to the
source), transmitted or used in other ways, for non-commercial purposes, compatible with the purpose of
such information or data.

Limitation of liability

The SNB accepts no responsibility for any information it provides. Under no circumstances will it accept any
liability for losses or damage which may result from the use of such information. This limitation of liability
applies, in particular, to the topicality, accuracy, validity and availability of the information.

Similarly, the SNB does not guarantee that the use of the processed data from outside sources made
available by the SNB is admissible. To the extent that the data is clearly derived from outside sources, the
users of such data are obliged to respect any existing copyrights and to obtain the right of use from the
relevant outside source themselves.

© Swiss National Bank, Zurich 2008
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