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Assessment of the interest
rate and mortgage market

Interest Rate Market

The yield curve remains volatile. After reaching a low, with
some rates nearing the 0% threshold, interest rates have
moved slightly upward at the beginning of the year.

Monetary Policy

Market expectations for further rate cuts by the SNB have
declined significantly. While two rate cuts were considered
certain at the end of the year, only one cut is now firmly priced
in. January inflation figures are expected to be a key factor for
future developments.

Mortgage Rates

Following a prolonged downward trend, mortgage rates have
risen slightly and remain volatile.cheaper due to the recent
interest rate decision.

Interest Rate Market

The new year begins with increased volatility along the
yield curve. Apart from short-term maturities, interest
rates have risen across all durations. As a result, market
expectations for rate cuts have been revised downward.
The previously priced-in possibility of a negative key
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role, resulting in relatively moderate volatility so far.

Source: Refinitiv Eikon. ON = Overnight Rate (SARON).
The yield curve structure continues to normalize,
accompanied by rising rates along the curve. This can
be interpreted as a positive signal, indicating that the
market currently expects higher economic growth.

Swiss monetary policy

The average annual inflation rate for 2024 was 1.06% (2023: 2.14%). December inflation data showed a 0.06% price decline
compared to the previous month and an overall inflation rate of 0.63% year-over-year. So far, this development aligns with
the SNB’s December inflation forecast.

If inflation in January and February remains within the expected range, the SNB is likely to refrain from further rate cuts.
The SNB currently assesses the price situation as stable, and any temporary drop in inflation to 0% or even negative territory
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would likely be short-lived. A 0.25% rate cut in March would
require an unexpectedly lower inflation trend.

In the coming months, structurally driven price declines are
expected to further reduce inflation. Lower electricity prices
in January should have a noticeable dampening effect, and
the anticipated reduction in the mortgage reference rate in
March could further suppress inflation, potentially leading to
lower-than-expected inflation figures.

From a currency and economic policy perspective, there is
no urgent need for a rate cut, even though easing could
have positive effects. The Swiss franc remains strong, but
there is no abrupt appreciation pressure necessitating SNB
intervention. Moreover, SECO'’s latest forecasts for 2025
and 2026 suggest moderate economic growth—expected
to be higher than in recent years but still below the long-
term average. How the SNB assesses the current situation
and what decision it ultimately makes remains difficult to
predict, meaning this meeting could once again surprise
many market participants.

Foreign monetary policy

At the end of the year, both the ECB and the Fed reduced
their key interest rates by 25 basis points. While these
decisions were largely anticipated, the monetary policy
paths of the two central banks are expected to diverge
further in the coming year.

In the Eurozone, inflation rose to 2.3% in November. Despite
this increase and persistent inflationary risks—such as rising
wages and service prices—the weak economic outlook
supports further rate cuts next year. The ECB is likely to
maintain its current pace, as growth risks currently outweigh
inflation risks. As a result, the ECB is expected to implement
additional 25-basis-point rate cuts at its next two meetings.

The Fed's rate cut, according to Jerome Powell, was
contentious and narrowly approved. Further monetary
easing has been linked to a significant improvement in
inflation dynamics. While inflation rose as expected in
November, preliminary indicators suggest that core inflation
could regain momentum. Consequently, a slowdown in the
pace of rate cuts is anticipated, likely leading to a rate pause
at the next meeting.
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SNB Inflation Forecast
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Source: Federal Statistical Office, SNB, CPI = Consumer Price Index.
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Assessment of the interest rate and mortgage market

Mortgage interest rates

Fixed mortgage rates have increased by 0.10% to 0.20%
compared to the previous month and currently range
between 1.35% and 1.70%. SARON mortgages, depending
on the individual credit margin, range between 1.20% and
1.40%, remaining more affordable than most fixed-rate
mortgages.

If the SNB lowers the key interest rate at its March meeting,
SARON mortgages could become even cheaper. However,
the potential for further declines in fixed mortgage rates

is largely exhausted, and the coming months are likely to

be marked by volatility, depending on macroeconomic
developments. As a result, the current period could present
a good opportunity to secure a fixed-rate mortgage.

Interest rate forecast in figures

29.01.25 30.06.25 31.12.25 30.06.26 31.12.26

SARON 0.45 0.25 0.25 0.26 0.34
Swap 3 years 0.22 0.15 0.13 0.16 0.27
Swap 5 years 0.31 0.21 0.22 0.25 0.35
Swap 10years 0.51 0.35 0.37 0.40 0.50

Source: Bloomberg, UBS Switzerland AG
Please note that stated interest rate is in part a forecast
and the actual interest rate may be higher or lower.
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SARON-Mortgages and Forecast
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Source: SNB, smzh ag. The range of SARON mortgage rates covers
half of all loan agreements. Forecast from February 2025.

Fixed-Rate Mortgages and Forecast
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Source: smzh ag. The interest rates for fixed-rate mortgages are based
on showcase rates from various providers. Forecast from February 2025.

Our experts will support you in optimizing your mortgage strategy.

= Have your property valued by our experts (CHF 390.- instead of CHF 1'250.-).

Compare your mortgage with us free of charge.

You can also use our valuation calculator for a quick valuation yourself:

www.smzh.ch/de/immobilienbewertung

About us

Callus on
+41 43 355 44 55 or make
an appointment online

smzh ag is an independent financial services provider that offers its clients comprehensive, transparent and
sustainable advice in the areas of finance & investments, pensions & insurance, mortgages & real estate and tax & law.

Q Visit us in

Arosa - Aarau - Baden - Basel - Bern - Buchs SG - Chur - Frauenfeld - Luzern - Pfaffikon SZ - St. Gallen - Sursee - Ziirich
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