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The Swiss National Bank’s (SNB) Balancing Act: Between a Strong Franc and Interest Rate Pressure

The SNB kept its key interest rate unchanged at 0.00% at the end
of September. After six cuts since March 2024, this marks the first
pause. The reasons are the weak economy and strains from
international trade conflicts combined with persistently low
domestic inflation. In the short term, the SNB does not see price
stability at risk. However, if the inflation rate continues to
decline, discussions about negative interest rates could resurface.
In the foreign exchange market, the SNB recently had to
intervene only in cases of sharp fluctuations, as exchange rates
largely stabilized after months of volatility. Regarding future
policy, the SNB remains tight-lipped. It emphasizes that it
reassesses the situation at each meeting based on current data.
The recently introduced minutes, published four weeks after rate
decisions, could in the future provide greater transparency and
new insights into the SNB’s monetary policy assessments.

The SNB faces a challenging task: it must keep an eye on the
strong franc, weak economic growth, and low inflation all at the
same time. Analysts expect interest rates to remain stable over
the coming months, with the option of reintroducing negative
rates if necessary. A moderate increase in rates could only come
towards the end of 2026, provided inflation picks up by then.
After mortgage rates for fixed-rate loans rose in the second
quarter of 2025, the third quarter saw a significant decline. Short-
term government bonds even traded in negative territory at
times, reflecting strong demand for safe assets rather than
expectations of renewed negative rates.

For borrowers, the environment thus remains attractive. Those
seeking flexibility currently benefit from very favorable SARON-
based solutions. Those looking for planning certainty can lock in
long maturities at historically very attractive interest rate levels.
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—— SARON mortgage* Fixed rate 5 years

Fixed rate 7 years Fixed rate 10 years

* Interest rate of the SARON mortgage as of 31.01.2021 (consisting the lender’s Margin and the SARON rate). Before: LIBOR-rate.
Source: Data portal Schweizer Nationalbank (average mortgage interest rates) and SIX Swiss Exchange AG, last data point: 01.10.2025

Mortgage interest rate forecasts

Interest rate in % Forecast for Trend
01.10.2025 3 months 6 months 12 months 12 months
SARON mortgage* 0.60 0.60 0.60 0.60 =
Fixed rate mortgage 5 years 0.95 1.05 1.10 1.10 =
Fixed rate mortgage 7 years 1.07 117 1.22 1.22 =
Fixed rate mortgage 10 years 1.28 1.35 1.35 1.40 =

* Interest rate of the SARON mortgage consisting of the SARON rate and the margin of the lender.

The interest rates listed are expected benchmarks in the form of an average view on the offers of various providers. Historical performance and financial market scenarios are not reliable indicators of future
results. This publication is for information purposes only and does not constitute a recommendation, offer or solicitation.
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