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The free trade agreement between China
and Switzerland came into effect two
years ago. David Braun, Head of Economic,
Financial and Commercial Section of the
Swiss Embassy in the People’s Republic

of China talks to The Bridge about what

is has meant to trade between the two

countries on a macro level.
by Mark Andrews
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wo years on from the implementation of the Sino-Swiss Free Trade EHHRBHERTRER, BHRTHER
T Agreement FTA what do you feel the key benefits have been? ¢ RFIR?
Generally speaking, the FTA created supportive framework conditions BRORYL, H bR S e &R SRR, T
for the exchange of goods, and for contributing to a greener and more PRI T R R OE TSTRIERER & 1. S E0R
sustainable economy. Looking at the trade figures, the strongest increase WoR, FERbE AR, xR Ok 3 B
in terms of absolute growth in the past year was in the area of chemicals: GRS, EWREE (+13%) TR
pharmaceuticals and biotech (+13%), and watches (+4.9%). (+4.9%),

In recent years, Switzerland has become China’s ninth largest import PEAER, B b D& Ry b E IR DKL,
partner, whereas China consistently ranks as the number six source of T B — B DR AR B L (0 5 N Kk LR IR, BEF i,
imports to Switzerland. This being said, the FTA needs time to develop to H 5 5 b 5 o B W DR R AF 2 ERU T
its full potential, but existing issues are being addressed through the well- A 1t ) R S v B % I A AE T R AR T
established communication channels between the Chinese and Swiss experts. R,
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Has it benefited importers and exporters
equally?

Looking at the overall figure, the increase in exports
from Switzerland to China (+14.3%) was larger than
the increase of imports from China to Switzerland.
However, the difference is mainly accounted for by
the export of precious metals out of Switzerland.
Overall, exports from China to Switzerland in 2015
compared very positively with Chinese exports to its
most important trading partners, where a number of
key markets saw declining figures.

What effect has the FTA had on the growth of
trade? In the past Switzerland was not running a
trade deficit with China, is this still the case?

Last year, the total volume of Swiss goods traded with
Mainland China stood at CHF 31.7 billion. That is
9% more than the total trade volume of 2014. China’s
trade growth with most of its partners was negative
during the same period which shows our bilateral
trade was clearly bucking the trend. In all likelihood,
the FTA has positively contributed to that growth.
Back in 2007, trade between China and
Switzerland grew by more than 20%. Trade growth,
while predominantly positive in the past 15 years, has
always been quite volatile. During the financial crisis,
trade slowed down drastically, but recovered again
in 2010. Since 2012, because of a global economic
cool down, trade growth again declined. Since the
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implementation of the FTA, we have seen again a
gradual increase in trade growth.

In fact, trade between both countries was growing in 2015 at 9%, while
trade with most other important trading partners of Switzerland decreased
in the same period, or increased only slightly. The 9% increase with China
marks the highest increase among Switzerland’s top 10 trading partners.
In 2015 Switzerland had a positive trade balance (+CHF6,872 million) with
China. This has continued in Q1 and Q2 of 2016 with +CHF2,801 million and
+CHF1,643 million respectively.

As the first continental European country to have such an agreement
what advantage do you feel it has given Swiss companies over EU
competitors?

The Sino-Swiss FTA covers the elimination or substantial reduction of tariffs
on more than 95% of bilateral trade, thus ensuring significant improvements
in most sectors. There are substantive provisions on technical barriers to
trade, trade facilitation and customs procedures, on trade in services and
on intellectual property rights. The FTA also includes provisions promoting
the environmental and social aspects of sustainable development. More
generally, the FTA enhances transparency and legal certainty for companies
engaged in bilateral trade.

Due to the fact that Switzerland was the first continental European
country to conclude such an agreement with China, Swiss companies have
the chance to benefit from a first-mover advantage. An FTA always needs
some time for the implementation and Swiss companies are to that extent
several steps ahead of their competitors.
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Has the agreement led
to an increase in Chinese
companies looking to
export to Switzerland and
vice versa?

The agreement has certainly
received a lot of attention
among Swiss exporters. On
the other hand, with Chinese
companies they first have to
be fully informed about the
possibilities provided to them
by the FTA. This is among the
aims of the Swiss Business
Hub, organizing three road-
shows in different provinces in
China every year. Their experi-
ence shows that there seems
to be interest among Chinese
companies, especially with re-
gard to the high reputation of
Switzerland as a centre of in-
novation, precision engineer-
ing and quality. Thus we can
also see increased attention of
Chinese companies planning
to invest in Switzerland as a European centre for R&D or even production.

Tasly a Tianjin based pharmaceutical company has already opened its
first European office in Geneva and is now considering investing in a pro-
duction facility to take advantage of Switzerland’s excellent pharmaceuti-
cal eco-structure. China Construction Bank has opened in Zurich helping
make Switzerland an important international offshore hub for Renminbi
trading, along with London, Frankfurt and Luxembourg.

What problems do exporters from China still face when entering
the Swiss market?

We are not aware of any major problems for Chinese exporters in making
use of the FTA. However, it is still common among Swiss consumers to have
a “quantity over quality” impression of Chinese products. This not only
concerns manufactured goods, but also agricultural products. Also, the
Swiss market is already very competitive. It is therefore difficult to compete
with the existing companies, especially if a Chinese exporter doesn’t
produce niche-products. Innovative and high quality Chinese products,
such as smart phones are, however, slowly changing this perception.

Are there any areas where you believe the FTA is failing to deliver or
needs change?

The FTA has been the result of a bilateral negotiation, and thus in our
opinion reflects an optimal result. With its review clause, the FTA offers
the flexibility to discuss further improvements to the framework two years
after its entry into force.

This being said, as with every new agreement, the Sino-Swiss FTA has
also faced a number of challenges during the early implementation phase.
Due to the well-established consultation mechanisms between China and
Switzerland, for a majority of these issues pragmatic solutions were found
within the first 12 months of entry into force. o
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