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Economic risks mount in Switzerland on
tariff turbulence

Switzerland’s economy is under significant pressure due to the
imposition of US tariffs on Swiss exports. As such, we have revised
down our GDP growth forecasts

We lower our growth
forecast for Switzerland
due to US tariffs, which
is expected to hit the
pharmaceutical sector

Switzerland is facing a trade war

For several weeks now, the Swiss economy has been reeling under the threat of US customs
duties. A 39% blanket tariff was imposed on Swiss exports on 1 August 2025, with sectoral tariffs
reaching 50% for metals and selective exclusions for critical pharmaceutical products and gold.

On 25 September, President Trump announced a plan to impose 100% tariffs on branded or
patented pharmaceutical products starting 1 October, unless production is relocated to the US. To
date, this announcement has not been enforced.

This policy shift reverses the exemption for medicines and injects uncertainty into the global
pharmaceutical supply chain. While Swiss giants like Roche and Novartis have already announced
substantial investments in US facilities, likely a strategic move to mitigate exposure, the scope of
the tariffs remains uncertain, complicating efforts to quantify the full economic fallout.
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Export growth to US still positive but set to decline strongly

Trade uncertainty is already having an impact on the Swiss economy. While the 39% blanket
tariffs only came into effect in August, earlier tariff-related developments, including front-loading
ahead of the 'Liberation Day' announcement in early April and the interim 10% tariffs, have
already influenced trade dynamics. As a result, export growth remained strong in the first half of
the year, with a 51% year-on-year surge by the end of March and still a 9.4% increase in August
compared to the same period last year.

The downward trend is already clear, however. Much like in the eurozone, momentum is
weakening, and the full impact of the August tariffs is still to come. Assuming all else remains
equal, we expect Swiss exports to the US could decline by up to 20% in the short term due to the
tariff shock.
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Switzerland is highly exposed to the US

US tariffs are a significant risk for the Swiss economy as its exposure to the US market is big,
amounting to 4% of GDP. Therefore, the impact of tariffs will be much bigger than for the European
Union, where direct exposure to the US amounts to 1.9% of GDP.

The average effective tariff rate for exports from Switzerland to the US has surged from 0.6% in
December 2024 to 25.3%, a 24.7 percentage point increase. Based on the methodology described
here, we estimate a cumulative direct impact of the increase of US tariffs on Swiss GDP of about
0.86% in the first two years, also taking into account recent Swiss franc appreciation. If we take out
the impact of the Swiss franc appreciation, the impact would be 0.75% of GDP over the next

two years. Longer-term projections suggest a 2.3% GDP hit, underscoring the persistent drag on
growth.

But the reality could be even worse if the pharmaceutical sector were hit with higher customs
duties. The chemical and pharmaceutical sector, which accounts for 7-8% of Swiss GDP, has been
the main driver of export growth in recent decades. With 60% of Swiss pharma exports destined
for the US, the sector is disproportionately exposed to American trade policy shifts. In a worst-case
scenario, where 100% tariffs were applied to pharma products, the effective tariff rate for
Switzerland would climb to 47%. This would mean an increase of 46.7 percentage points!
According to our estimates, this would hit Swiss GDP by 1.7% in the first two years and a 4.13%
decline over the longer term. Such a shock could tip Switzerland into recession territory.
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Direct impact on Swiss GDP of a 25.3% average tariff from the
US (current situation)
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Direct impact on Swiss GDP of a 47% average tariff from the US
(worst-case scenario of a 100% tariff rate on all pharma
products)
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Pfizer deal shows patented pharma a way out from under tariff
pressure

Fortunately, the risk of this worst-case scenario materialising has diminished in recent days,
particularly since the deal between the Trump Administration and Pfizer, which provides clarity
about the near-term future of the US patent-protected pharmaceutical sector. In the dedal, it is
stated that companies manufacturing and investing in the US will be exempt from tariffs. We
expect similar deals to the one with Pfizer to be struck with other branded pharma companies in
the next months.

This means that the margin risk from tariffs is lower for the pharmaceutical sector, as branded
pharma companies from the US, Europe, and Asia have already announced additional US
investments in the next few years. Notably, key Swiss companies Roche ($50 billion) and Novartis
($23 billion) have committed to significant US investment in the next five years. These companies
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are thus also likely to be exempted from US tariffs, which will mitigate some of the negative effects
of the tariffs on the Swiss economy. Small pharma companies will, however, struggle more to
strike a deal.

We revise downward our GDP growth forecasts

In sum, while the worst-case scenario may be avoided, the tariff escalation represents a material
downside risk for growth in Switzerland. The Swiss economy, long buoyed by pharmaceutical
exports, now faces a period of heightened uncertainty and potential deceleration. As a
consequence, we revise down our GDP growth forecast for 2026 to 0.8% following a projected
growth rate of 1.4% for 2025. In January this year, our forecast for next year was 1.4%.
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