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Executive Summary

The Zurich financial centre is the backbone of the Swiss financial centre as a
whole and an important pillar of Zurich’s economy. The City of Zurich constitutes
the hub of the Zurich financial centre, by virtue of its high concentration of large
banks and insurance companies.

The focus of this publication is on sustainable finance at the Zurich financial cen-
tre - a topic that, in light of the Paris Climate Goals and the UN Sustainable Devel-
opment Goals, is becoming ever more significant. Given its importance, the Zurich
financial centre plays a key role in positioning the Swiss financial centre as a global
leading location for sustainable finance.

Significance, Structure and Develop-
ment of the Zurich Financial Centre

The Zurich financial centre is the backbone

of the Swiss financial centre

The Zurich financial centre (consisting of the cantons of Zurich, Schwyz and Zug) is by far the
largest location for the finance industry in Switzerland. The 97,300 jobs (in full-time equiva-
lents) pertaining to the financial centre generated gross value added in the amount of
CHF 29.9 billion in 2021. This corresponds to 42 per cent of jobs and 45 per cent of gross
value added of the Swiss financial centre as a whole.

The Zurich financial centre is a central pillar of

Zurich’s economy

The financial sector is one of the most important sector groups in the Zurich region. In 2021,
companies pertaining to the Zurich financial centre provided one in ten jobs in the region and
generated 16 per cent of regional economic output. Due to the financial centre’s job produc-
tivity, the share of jobs is lower than the value-added share.

Development, overall, of real gross value added of the financial sector was more dynamic
compared to that of the economy as a whole, especially during the pandemic years
2020/2021. The Zurich financial centre thus backed the economy of Zurich when economic
activities of many other sectors were constrained due to measures to combat the Covid
pandemic.

200
180

160

Insurances

138

Financial sector
138

Banks

124

Overall economy
119

140

120

100

80
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Zurich Financial Centre 2023/2024 Executive Summary



Job growth was below the aggregate average between 2011 and 2021. The number of jobs
increased in all three subsectors (banks, insurances, other financial services) of the financial
sector in 2020 and 2021. One of the reasons for this is that companies operating in the finan-
cial sector are expanding their IT areas on account of digitalisation, in order to stay compet-
itive in the future as well.

The City of Zurich is the hub of the Zurich financial centre

The City of Zurich is the hub of the Zurich financial centre, by virtue of its high concentration
of large banks and insurance companies. This is especially true for banks, while insurance
companies are also increasingly based in other districts of the canton as well. Financial
sector companies in the City of Zurich are of major significance for the urban economy,
generating 27 per cent of the city’s economic output in 2021. In none of the comparator
regions - inter alia Hong Kong, Luxembourg and Singapore as economies specialised in
financial services - is the significance of the financial sector greater for the respective local
economy.

Growth outlook marked by opposing developments

2022 has been characterised by differences in the development of the interest and the
commission business for banks. Whereas the interest rate hike had a positive effect on the
interest business, the assets under management declined as a consequence of the bear
market. Overall, a slight growth in value added is expected for 2022 (0.3%) and for 2023
(0.7%). Backed by both business areas, value added growth is likely to be stronger in the
medium term (& 2024-2028: 1.7%). Two opposing trends are also apparent with respect to
jobs: whereas jobs are disappearing, inter alia due to cost-cutting programmes and a further
thinning out of branch networks, new jobs are being created in the field of IT. Overall, a slight
downward trend is expected for the forecast period (2022: 0.0%, 2023: -0.4%, & 2024-2028:
-0.2%).

Despite higher claims payments due to inflation, a moderate increase in value added is
expected for insurances (2022: 1.5%, 2023: 1.5%). Demand for insurances is stable and, on
account of inflation and higher probability of extreme weather events, insurance premiums
are also increasing. Owing to, inter alia, general economic and population growth, develop-
ment is likely to be more dynamic again in the medium term (@ 2024-2028: 2.4%)). It is to be
expected that insurances will create more jobs in the domains of digitalisation, regulation
and sustainability, with overall job growth in the insurance industry slowing over time
(2022: 1.6%, 2023: 1.3%, @ 2024-2028: 0.8%).

The current decline in stock market prices is causing assets under management in the strong
fund industry to shrink as well. With respect to other financial services, job growth (2022:
3.3%, 2023: 2.7%, @ 2024-2028: 1.1%) is supporting value-added development (2022: 0.6%,
2023: 1.0%, @ 2024-2028: 2.1%), especially in the short term.
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The Zurich Financial Centre...

Zurich Financial Centre Monitor 2023/24

(Share of the Zurich financial centre in the Swiss (Share of the Zurich financial centre in the Zurich
financial centre) region in %)
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Focus: Sustainable Finance

Increasing significance of sustainable finance

Sustainability in business is increasingly in focus with companies across all sectors of the
economy. Drivers of this development are, inter alia, the Paris Climate Goals and the UN
Sustainable Development Goals, but also changed customer needs and legal parameters.
Given their intermediary role, finance companies can act as a catalyst in the transformation
towards a more sustainable economy.

The Swiss Federal Council, having recognised the significance and potential of sustainable
finance, formulated the goal whereby the Swiss financial centre is to become a global lead-
ing location for sustainable financial services. To that end, the Zurich financial centre has a
key role to play by virtue of its significance for the Swiss financial centre. According to Swiss
Sustainable Finance, the volume of sustainable investments in Switzerland amounted to
CHF 1,982.7 billion in 2021. Slightly more than half of that amount was attributable to com-
panies within the Zurich financial centre.

Development of sustainable investments in Switzerland
in billion CHF
1982.7
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The volume of sustainable funds
amounted to approx. CHF 800 billion at
the end of 2021 and thus made up
more than half of the total Swiss fund
market (CHF 1,515 billion).

Sustainable investments by regions

Total:

Other cantons 48% CHF 1,982.7
billion

Zurich region:
CHF 1,038.9 billion
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Development of sustainable
investments in Switzerland,
2011-2021

Volume in billion CHF

Source: Swiss Sustainable Finance

Sustainable investments in
Switzerland by regions, 2021
Share in the total of sustainable
investments in Switzerland in %;
volume in billion CHF

Source: Swiss Sustainable Finance



Investment product
themes, 2022

Sources: BAK Economics,
Swiss Sustainable Finance

Innovative, sustainable financial products and services

Many providers of financial products and services are already taking sustainability into
account in some way. Therefore, an online survey was conducted to investigate ambitious
approaches and explore how widespread specific financial products and services with inno-
vative sustainable approaches are. The survey was carried out in collaboration with Swiss
Sustainable Finance and took place between 27th September and 28th October 2022. More
than 500 companies within the Zurich financial centre were invited to participate, of which
108 companies completed the survey. The results showed that several companies already
have products/services with innovative sustainable approaches on offer.

Investment products with specific sustainability goals

Approximately every third company offers investment products for which quantitative
environmental, climate or social goals have been set. Transparency as to the effect and
degree of goal achievement of the investment products is important in order to demonstrate
the benefits of the investments, as well as to increase visibility of financial flows. Seventy per
cent of these companies comply with this by informing their clients by way of annual reports.

Investment product themes
(Share of companies who offer investment products in the ... area in %)

~
o

Funds with CO, reduction path (climate) %
Renewable energy / energy efficiency 63%
Social themes 60%
Clean technologies 60%

Water supply / water technology 50%

Land use / forestry / agriculture 33%

Sustainable real estate 23%

ESG commitment

43 per cent of the companies communicate directly with portfolio companies, to promote
activities that are in line with ESG (environmental, social, and corporate governance). Half of
these companies have a company-internal team to conduct the business dialogue.

Sustainable bonds

One in four banks has already been involved as a lead or in a consortium for issuing sustain-
able bonds. While bonds to finance green projects (e.g. energy efficiency) are the most
frequent, there are also bonds used to finance social projects (e.g. affordable housing).

Sustainable loans

Consideration of sustainability aspects in the lending business occurs, on the one hand, as
part of the general credit assessment process and influences lending terms (e.g. interest-rate
advantages for mortgages for properties with a sustainability label). On the other hand,
banks also offer sustainability-focused loans (inter alia, green, social or sustainability-linked
loans). The survey findings do not provide any consistent statements in regard to the offering
of sustainable corporate loans and mortgages.

Sustainable insurance products

Sustainability aspects in the insurance business are taken into account both in investment
activities and with insurance solution offerings that promote transformation towards a sus-
tainable economy (inter alia, energy savings insurance). The survey findings do not provide
any consistent statements in regard to the offering of sustainable insurance products.
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Sustainable services of fintech companies

One in five fintech companies takes account of sustainability in the financial services it
provides. These services range from sustainability analyses and research, through digital
solutions for sustainable investments, to green bank accounts.

University activities in the domain of sustainable finance

The universities in the Zurich region conduct research, teach and publish on sustainable
finance and thus make an important contribution. One university has a specific research
centre for sustainable finance.

University activities
(Share of universities that pursue activity, in %)

Research and publications (peer reviewed)
in the last five years

University activities,
2022

Sources: BAK Economics,

Executive studies (CAS, MBA, continuing Swiss Sustainable Finance

education courses, etc.)

Lectures in finance study programmes (compulsory or
elective courses for Bachelor’s or Master’s students)

Professorship or associate/assistant professorship

Centre or specific research units

Studies on behalf of third parties (applied projects)

Stronger market position through sustainable finance

In light of the growing significance of achieving the Paris Climate Goals and the UN Sustain-
able Development Goals, the potential for development of sustainable finance is considerable.
That being said, there is still room to exploit this potential, with impetus coming from demand
side: customers increasingly want sustainable financial products and services. This is also
reflected in the fact that every second company sees sustainable finance as an opportunity
to strengthen their reputation as well as to gain customer loyalty and attract new customers.

What sustainability measures are already being implemented by your company?
(Without public sector institutions/universities)

yes

Consideration of ESG criteria within Sustainability measures, 2022

34% . :
the company Sources: BAK Economics,
Swiss Sustainable Finance
Promotion of ESG skills amon
J 49%
employees
Company has sustainable products or
pany p 529

services on offer

Signing of sustainability 64%
initiatives™ ?

Sustainability reporting (e.g. pursuant
to Global Reporting Initiative)

Net zero
alliance

Participation in tests for climate
compatibility (PACTA)*

* Fintech and service providers in the domain of sustainable finance are not included.
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Challenges in connection with
sustainable finance, 2022
Subject to possible

rounding differences

Sources: BAK Economics,
Swiss Sustainable Finance

However, companies also face challenges. Half of the surveyed companies rate the
increasingly more complex political situation and the regulatory parameters prescribed by
the Swiss Confederation and the European Union (EU) as challenging or very challenging. It
is worth mentioning that Switzerland has hitherto also relied more heavily on principles-based
specifications, especially by comparison with the EU. Furthermore, four out of ten of the
surveyed companies rate the growing demand for transparency of climate risks and sustain-
ability measures as challenging or very challenging. Therefore, it is important to have ap-
proved standards in place to ensure credibility.

How challenging are the following aspects in connection with sustainable finance?
(Without public sector institutions/universities)

Very Chal-
challenging lenging

General political and 19% 36% 20% 16% 9%
regulatory parameters
Disclosure of.cllm.a.te risks a_nd 13% 27% 28% 14% 18%
sustainability reporting

7
Credibility (avmdancg of 13% 27% 20% 17% 24%

greenwashing)
Recruiting of

skilled staff 12% 24% 25% 22% 19%

Price and competitive pressure

) o . 6% 27% 28% 18% 20%
(inter alia, innovation)

City and Canton of Zurich as facilitators

The majority of the surveyed companies feel fairly well connected or well-connected within
the Zurich financial centre with respect to sustainable finance. Room for improvement in
terms of networking is mostly seen and desired with science and research, with other com-
panies, and for legal and regulatory questions.

Promotion of sustainable finance at the Zurich financial centre and networking between key
players could also be facilitated through giving visibility on a platform, through regular shar-
ing of ideas within a conference setting, and through data gathering and publications. All
three measures are seen as helpful by the majority of companies that participated in the
survey.

The City and the Canton of Zurich act as facilitators to advance sustainable development
within the financial centre and to root it even more firmly in Zurich. Thus, with Innovation
Zurich, the Division of Business and Economic Development of the Canton of Zurich operates
a platform that focuses on making companies and organisations in the innovation environ-
ment visible, and on connecting them with each other. Furthermore, the cantonal Division of
Business and Economic Development is a founding partner of Swiss Sustainable Finance
and a location partner of the Impact Finance Conference, which will be held in Zurich in July
2023 and aims to support the strategic positioning of a responsible financial centre.

The Office for Economic Development of the City of Zurich is also a founding partner of
Swiss Sustainable Finance and organises an annual event to promote dialogue between
representatives from the Zurich financial centre, the City of Zurich, the Canton of Zurich, the
Swiss Confederation and the Swiss National Bank. In 2022, the City of Zurich’s Office for
Economic Development also organised a “contact lunch” at which representatives from the
sustainable finance industry had the opportunity to interact with the City Council and with
members of the city administration.
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https://innovation.zuerich/en/
https://innovation.zuerich/en/
https://www.sustainablefinance.ch/
https://impactfinanceforum.ch/en/
https://www.sustainablefinance.ch/
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