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Swiss Vollgeld: Voting behaviour matters for
this financial experiment
This weekend, the Swiss are due to vote on whether to fundamentally
reform their national monetary system. If the ‘yes’ vote prevails, we could
see an unprecedented shake-up in the way money is created, with
uncertain short- and long-term outcomes
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Supporters of the Vollgeld initiative promise the change will eliminate market fluctuations while
those opposed to the idea label it a dangerous experiment. Recent polls have shown that support
for the measure is low, but the outcome could still surprise and the implications of a 'yes' vote are
too significant to ignore. So what exactly is it?

A Vollgeld primer
In a nutshell, Vollgeld would change how commercial banks operate. Currently, like the majority of
developed nations, Swiss commercial banks issue credit without initially sourcing it from a central
body, accessing the credit only after the service has been promised and confirmed for the
customer. By doing this, commercial banks are essentially creating money because they issue it
before having it approved by the central bank.
The change that the Vollgeld referendum proposes would remove the authority to do this from
commercial banks and restrict money making capability only to the central bank. To offer credit to
customers, banks would first need to source it from the Swiss National Bank (SNB).

Unprecedented experiment
It may seem like a minor change at first glance, but economists say a ‘yes’ vote would yield an
immediate period of great uncertainty and in the longer term, limited and expensive credit
supplies for the economy. Under Vollgeld, the central bank would have responsibility for all lending
liabilities, taking on a more politicised role.
Vollgeld is a change that has not been attempted before, so how it might play out remains
uncertain. While Vollgeld is not expected to pass, voting can easily swing in unexpected directions,
as we have seen in the recent past. So does the Swiss referendum have the potential to be another
Brexit?
It comes down to the voting and individual behaviour on the day.
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Bias and overconfidence
The low probability of Vollgeld may mean we are confident of the outcome, but as Brexit and
President Trump’s appointment showed, we can't always be so certain.
Much of the commentary and predictions around voting events are based on computer-generated
predictions. However as Leslie John, an associate professor at Harvard Business School, explains,
algorithms are created by humans so inevitably will have inbuilt biases. Computer-generated
analysis is only as accurate as the data it works with, therefore predictions can’t always be
accurate, despite a strong belief in their predictive ability.
And while we might be listening to inaccurate predictions, unanticipated outcomes can also come
from overconfidence in our expectations. It's common to be too sure of our predictions as seen in
many aspects of life, not just voting.
When someone is overconfident, whether it be a candidate, lobbyist, journalist or other, they can
appear to be more authoritative or competent than they actually are, possibly earning extra
status and support. This can lead us to ignore the source or legitimacy of what is being presented.
We have a tendency to think narrowly when assessing information to make a decision.
However, having people tell us which way to vote isn’t always going to sway us. Psychological
reactance refers to our tendency to do just the opposite to what someone is suggesting, if we feel
that they are challenging our freedom to make up our own mind. While we tend to like advice and
guidance when making decisions, we also like to feel as if we have made them ourselves so are
hesitant to listen to those being over-persuasive.

Better the devil you know
It isn’t easy to launch ourselves into the new and unknown. The value that we place on what we
have now, the environment that we know works and which is comfortable, usually ranks higher
than the risk of the unfamiliar. Instinctively, we want to minimise potential losses rather than
maximise any gains. The less the Swiss feel they can make an informed decision, the less likely
they may be to vote for change.
The status quo is comfortable. So much so that in the case of Brexit, it led to outright predictions of
impossibility. But we also can’t forget that everyone’s status quo is slightly different. It may be
that different experiences create a range of norms, meaning that people move towards different
preferences, stimulating votes for change as well as votes for the current status quo.
When voting, it’s also easy to focus on the immediate benefits of our decision rather than any
long-term improvements or challenges. Some may argue it's excusable to vote for change now
and worry about any negative impacts later. Especially when the outcomes won’t be experienced
until far into the future, or are very uncertain, meaning really anything could happen.
When it comes down to the day though, voting is a game. In the case of a referendum, the teams
are for and against, the players- all of society, and the outcomes dependant on the motivations of
those on the voting front line. We play based on our expectations of others' votes and hence can
be motivated to either win for our cause or to take a cause away from the other team.
And when considering the many others involved, voting can become quite emotional, especially if
the impact of the outcome is far-reaching or significant. When emotions run high so, too, do our
reactions to information. In recent voting events, we have seen that emotive, simple and shortterm focused campaigns can capture a large following. ‘Make America Great Again’, is a well-used
example, which directly targets our emotional, or system 1 thinking. Our more rational or logical
side, known as system 2, might question what this actually means or enquire how this might
actually occur. But in the moment, system 1 can often take over, focus on what is easy to
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understand as the messaging often has a strong link to our feelings of wellbeing.

Considering the outcome
Once we have an outcome, it can be easy to convince ourselves we saw it coming, even if it is
surprising. We all suffer from hindsight bias and so whatever happens with Vollgeld, I expect some
will say they saw it coming from the start. We also have the tendency to only seek out
information that supports our current view, which can influence our attitudes towards the
outcome. Known as confirmation bias, we generally aren’t looking to be proven wrong. This leads
us to actively seek confirmation that our views are relevant.
With many factors at play, it may feel near impossible to predict how every single person will
place their vote. Let the games begin.
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Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of
ING Bank N.V. ("ING") solely for information purposes without regard to any particular
user's investment objectives, financial situation, or means. ING forms part of ING
Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not
investment, legal or tax advice or an offer or solicitation to purchase or sell any
financial instrument. Reasonable care has been taken to ensure that this publication
is not untrue or misleading when published, but ING does not represent that it is
accurate or complete. ING does not accept any liability for any direct, indirect or
consequential loss arising from any use of this publication. Unless otherwise stated,
any views, forecasts, or estimates are solely those of the author(s), as of the date of
the publication and are subject to change without notice.
The distribution of this publication may be restricted by law or regulation in different
jurisdictions and persons into whose possession this publication comes should inform
themselves about, and observe, such restrictions.
Copyright and database rights protection exists in this report and it may not be
reproduced, distributed or published by any person for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity ING Bank
N.V. is authorised by the Dutch Central Bank and supervised by the European Central
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no.
33031431 Amsterdam). In the United Kingdom this information is approved and/or
communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of
ING, and which has accepted responsibility for the distribution of this report in the
United States under applicable requirements.
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