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:KHQ� UXPRXUV� DSSHDU� LQ� WKH� PDUNHW� DERXW� DQ\� NLQG� RI� PHUJHUV� 	
DFTXLVLWLRQV��YHU\�RIWHQ�D�IHZ�LQYHVWRUV�JHW�DFWLYH�LQ�WKH�ZDUUDQWV�PDUNHW�DQG
EX\�ZDUUDQWV�DW�DQ\�LPSOLHG�YRODWLOLW\��+LJK�LPSOLHG�YRODWLOLW\��OHDGV�WR�KLJK
RSWLRQ�SULFHV��DQG�KLJKHU�RSWLRQ�SULFHV�SDLG�LQ�WKH�EHJLQQLQJ�RI�D�WUDGH�FRXOG
OHDG�WR�D�ORZHU�SHUIRUPDQFH�RI�WKH�ZDUUDQWV��7KH�LGHD�RI�WKH�QH[W�IRXU�SDJHV
LV�WR�ILQG�DQ�DQVZHU�WR�WKH�TXHVWLRQ�

)\`�HU`�^HYYHU[Z�H[�HU`�WYPJL�VU�TLYNLY�Y\TV\YZ&

$V�D�PDWWHU�RI�GDWD�FROOHFWLRQ��ZH�DUH�XQDEOH�WR�WHVW�HYHU\�PDUNHW�UXPRXU�RQ
0	$�VSHFXODWLRQ�LQ�RUGHU�WR�VHH�KRZ�ZDUUDQWV�KDYH�SHUIRUPHG��+RZHYHU�
ZH� FDQ� ORRN� LQWR� LPSOLHG� YRODWLOLW\� FKDQJHV� DURXQG�0	$�DFWLYLWLHV� LQ� WKH
UHFHQW� SDVW�� DQG� LQYHVWLJDWH� ZKHWKHU� WKHVH� FKDQJHV� VKRZ� VLPLODU� SDWWHUQV
DURXQG�WKH�DQQRXQFHPHQW�GDWH�RI�WKH�WUDQVDFWLRQ�ZKLFK�ZRXOG�DLG�LQYHVWRUV
LQ�FKRRVLQJ�DSSURSULDWH�ZDUUDQWV�IRU�WKH�VSHFXODWLRQ�

&KDQJHV�RI�LPSOLHG�YRODWLOLW\�FDQ�KDYH�D�PDVVLYH�LPSDFW�RQ�WKH�YDOXH�RI�DQ
RSWLRQ��7KH�VHQVLWLYLW\�ZKLFK�PHDVXUHV�SRWHQWLDO�FKDQJH�RI�WKH�ZDUUDQW�SULFH
LI�YRODWLOLW\�FKDQJHV�E\���SHUFHQWDJH�SRLQW�LV�FDOOHG�WDX��,W�LV�DOVR�FDOOHG�YHJD
RU�NDSSD��7DX� LQ�SHUFHQWDJH�RI� WKH�ZDUUDQW�SULFH�JHQHUDOO\�DVVXPHV�YDOXHV
EHWZHHQ����DQG�����2XW�RI�WKH�PRQH\�FDOO�ZDUUDQWV��ZKLFK�DUH�QRUPDOO\
XVHG�IRU�D�PHUJHU�VSHFXODWLRQ��DUH�SDUWLFXODUO\�H[SRVHG�WR�D�GURS�LQ�LPSOLHG
YRODWLOLW\�

$VVXPLQJ� WKH� VKDUH� SULFH� RI� D� VWRFN� GULYHQ� E\�0	$� UXPRXUV� LV� WR�PRYH
XSZDUGV�� WKH� VHFRQG�PRVW� LPSRUWDQW� VLQJOH� IDFWRU� IRU� WKH�ZDUUDQW� SULFH� LV
LPSOLHG� YRODWLOLW\�� ,I� WKH� LQYHVWRU� NQRZV� ZKDW� NLQG� RI� LPSOLHG� YRODWLOLW\
PRYHPHQW� LV� WR� EH� H[SHFWHG�� LW� LV� HDVLHU� WR� FKRRVH� EHWZHHQ� GLIIHUHQW
ZDUUDQWV�� L�H�� ZKHWKHU� WR� EX\� D� GHHS�LQ�WKH�PRQH\� FDOO� ZDUUDQW� ZLWK� RQO\
OLWWOH� H[SRVXUH� WR� FKDQJHV� LQ� LPSOLHG� YRODWLOLW\� �D� ORZ� WDX� LQ� �� RI� WKH
ZDUUDQW� SULFH��� � RU� DQ� RXW�RI�WKH�PRQH\� FDOO� ZDUUDQW�� ZKLFK� KDV� D� KLJKHU
H[SRVXUH� WR� FKDQJHV� LQ� LPSOLHG� YRODWLOLW\� �D� KLJK� WDX� LQ���RI� WKH�ZDUUDQW
SULFH��

,Q� RUGHU� WR� DYRLG� ORVVHV� LQ� D� FDOO� ZDUUDQWV� LQYHVWPHQW�� QRW� RQO\� GRHV� WKH
XQGHUO\LQJ� VKDUH� SULFH� KDYH� WR�PRYH�XS�� EXW� DOVR� LPSOLHG� YRODWLOLW\� KDV� WR
VWD\�IODW�RU�WR�PRYH�XS�

,Q�WKH�IROORZLQJ�WDEOH��WKH�EHKDYLRXU�RI�LPSOLHG�YRODWLOLW\�DURXQG�WKH�WZHQW\
ELJJHVW�0	$�DFWLYLWLHV�LQ�WHUPV�RI�PDUNHW�FDSLWDOLVDWLRQ��RYHU�WKH�SDVW�IRXU
\HDUV� LV� UHIOHFWHG�� 7KH� FROXPQ� oEHIRUH� DQQRXQFHPHQWp� VKRZV� WKH� VWRFNnV
LPSOLHG�YRODWLOLW\� FKDQJH� UHODWLYH� WR� WKH�PDUNHWnV� LPSOLHG� YRODWLOLW\� FKDQJH�
ZLWKLQ� WKH�SHULRG�EHWZHHQ� WKH� ILUVW�QHZVSDSHU� DUWLFOH�RQ� UXPRXUV�� DQG� WKH
DQQRXQFHPHQW�RI�WKH�0	$�WUDQVDFWLRQ��7KH�FROXPQ�oDIWHU�DQQRXQFHPHQWp
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5XPRXUV ,PSOLHG�9RODWLOLW\
$QQ���'DWH 7DUJHW�1DPH %LGGHU�1DPH EHIRUH EHIRUH�DQQ� DIWHU�DQQRXQFHPHQW

07 Mar 1996 Ciba-Geigy Sandoz less then
24h

flat +11%pts for both, then drop
to combined level

08 Dec 1997 SBC UBS 19.11.97  +12%pts within 2
weeks versus SMI

dropped back to previous
levels

16 Oct 1997 BAT Industries
PLC

Zurich
Insurance

11.10.97 flat flat

26 May 1997 Corange  Ltd. Roche 25.04.97 flat flat

11 Aug 1997 Winterthur
Insurance

Credit Suisse
Group

02.07.97 flat CSGN, WI-N
increased its impl

vola with ca. 6%pts.
over that period
getting closer to

CSGN’s level

CSGN (WI-N) dropped of
2%pts (1%pts) against the

markets move upwards

03 May 1994 Syntex Corp. Roche 02.05.94 flat flat

05 Feb 1997 Ciba Specialty
Chemicals

KNOWN flat flat

23 May 1994 Gerber Products
Company (US)

Sandoz 09.05.95 flat flat

10 May 1995 Warburg Group
PLC, S G

SBC 02.05.95 flat flat

10 Dec 1996 Hoechst AG Clariant - flat jumped 7%pts up

27 Aug 1996 Mercantile &
General

Reinsurance

Swiss Re - +1.5% within 2days -2%pts within 3days

21 Nov 1994 Chiron
Corporation (US)

(49.99%)

Ciba-Geigy 11.11.94 flat flat

12 Apr 1995 Kemper
Corporation (US)

Zurich
Insurance

- flat flat

26 Jun 1997 Scudder Stevens
& Clark (US)

Zurich
Insurance

30.05.97 slightly increasing flat

17 May 1997 Winterthur
Insurance (20%)

Stillhalter
Vision / BK

Vision

16.05.97 flat flat

27 Jun 1995 Clariant 08.05.95 flat flat

05 Feb 1997 Tastemaker (US) Roche 22.02.97 +6.5% versus SMI -3.5%pts versus SMI

16 Sep 1995 Rentenanstalt /
Swiss Life (25%)

UBS 01.09.95 increasing, but
leading also the

market with its hike!

flat

13 May 1997 Merck & Co Inc
(Crop Protection

Business)

Novartis - flat flat

26 Feb 1997 Francaise de
Reassurances SA

Swiss Re 21.01.97 flat flat

IODW��LQGLFDWHV�WKDW�LPSOLHG�YRODWLOLW\�RI�WKH�VWRFNV�PRYHV�LQ�OLQH�ZLWK�WKH�LPSOLHG�YRODWLOLW\�RI�WKH�60,

6RXUFH��6%&�:DUEXUJ�'LOORQ�5HDG

LQGLFDWHV� ZKHWKHU� WKH� DQQRXQFHPHQW� LWVHOI� KDG� DQ\� LPSDFW� RQ� LPSOLHG
YRODWLOLW\�� &KDQJHV� ZKLFK� DUH� VPDOOHU� WKDQ� �� SHUFHQWDJH� SRLQW� FDQ� EH
UHJDUGHG�DV�LQVLJQLILFDQW��EHFDXVH�D�FKDQJH�RI�WKLV�PDJQLWXGH�FDQ�KDSSHQ�DW
DQ\WLPH��HYHQ�LI�WKH�XQGHUO\LQJ�VWRFN�LV�QRW�VXEMHFW�WR�DQ\�UXPRXUV�

)LOH]PV\Y�VM�0TWSPLK�=VSH[PSP[PLZ�VU�4
(�9\TV\YZ
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2I� WKH� WZHQW\� 0	$� WUDQVDFWLRQV� LQYHVWLJDWHG�� WZHOYH� PHUJHUV� KDG� QR
LPSDFW�RQ�LPSOLHG�YRODWLOLW\�

2QO\� WKH� DQQRXQFHPHQW� RI� WZR�PHUJHUV� �6DQGR]�&LED�*HLJ\� DQG�&ODULDQW�
+RHFKVW�� KDG� DQ� LPSDFW� RQ� LPSOLHG� YRODWLOLWLHV�� %RWK� PHUJHUV� FDPH� DV� D
VXUSULVH� WR� WKH�PDUNHW� DQG�ZHUH� UHJDUGHG� DV� VLJQLILFDQW� IRU� WKH� FRPSDQ\nV
VWUDWHJ\�DQG� IXWXUH� FDVK� IORZ�JHQHUDWLRQ�� ,PSOLHG�YRODWLOLW\� MXPSHG� VHYHUDO
WDX�SRLQWV�ZLWKLQ�D�VKRUW�SHULRG�RI�WLPH�DQG�GURSSHG�DW�WKH�VDPH�UDWH��)RU
LQYHVWRUV� ORQJ�ZDUUDQWV� DKHDG� RI� DQ� XQDQWLFLSDWHG� DQQRXQFHPHQW�� ZH� FDQ
FRQFOXGH� WKDW� WKHLU� SRVLWLRQ� ZRXOG� QRW� VXIIHU� IURP� LW�� EHFDXVH� LPSOLHG
YRODWLOLW\� LV�PRUH� OLNHO\� WR� LQFUHDVH� WKDQ� GHFUHDVH��:LWK� LQFUHDVLQJ� LPSOLHG
YRODWLOLW\�FHWHULV�SDULEXV�WKH�YDOXH�RI�DQ�RSWLRQ�LQFUHDVHV�

2Q� ILYH� PHUJHU� WUDQVDFWLRQV�� UXPRXUV� KDG� D� KLJK� LPSDFW� RQ� LPSOLHG
YRODWLOLW\� EHIRUH� DQG� DIWHU� WKH� DQQRXQFHPHQW�� +RZHYHU�� WKHVH� ILYH� 0	$
WUDQVDFWLRQV� ZHUH� TXLWH� GLIIHUHQW� LQ� WKHLU� HIIHFWV�� 7ZR� FRQFOXVLRQV� FDQ� EH
GUDZQ�� )LUVW�� LI� WZR� VWRFNV� KDYH� GLIIHUHQW� OHYHOV� RI� LPSOLHG� YRODWLOLW\� �VHH
:LQWHUWKXU�&UHGLW�6XLVVH�DQG�8%6�6ZLVV�/LIH���D�FRQYHUJHQFH�RI�WKH� LPSOLHG
YRODWLOLWLHV� LQ� WKH� GLUHFWLRQ� RI� WKH� KLJKHU� RQH� LV� OLNHO\� XQWLO� WKH� PHUJHU� LV
DQQRXQFHG�� 6HFRQG�� DIWHU� WKH� DQQRXQFHPHQW� LW� LV� OLNHO\� WKDW� LPSOLHG
YRODWLOLWLHV�ZLOO�GURS��EHFDXVH� LQYHVWRUV� VHOO� WKH�RSWLRQV� WKH\�ERXJKW�RQ� WKH
UXPRXUV�

7KH� ELJJHVW� ULVN� LV� SRVHG� E\� D� VLWXDWLRQ� ZKHUH� WKH� LPSOLHG� YRODWLOLW\� RI� D
ZDUUDQWV�SRVLWLRQ�GURSV�VKDUSO\�DIWHU�D�PHUJHU�DQQRXQFHPHQW��7KLV�LV�PRVW
OLNHO\�LI�LPSOLHG�YRODWLOLW\��LQFUHDVHG�DKHDG�RI�WKH�DQQRXQFHPHQW�

*OVVZPUN�[OL�YPNO[�^HYYHU[Z�PZ�[OL�JOHSSLUNL

$V�ZH�KDYH� VHHQ� LQ� WKH� WDEOH� DERYH�� LW� LV� XQSUHGLFWDEOH�KRZ�PXFK� LPSOLHG
YRODWLOLW\� ULVHV� DKHDG� RI� D� PHUJHU� DQQRXQFHPHQW�� DQG� KRZ� PXFK� RI� WKLV
LQFUHDVH�ZLOO�EH�ORVW�WKHUHDIWHU��:LWK�WKH�KHOS�RI�WKH�*UHHNV��LW�LV�SRVVLEOH�WR
FKHFN� IRU� VHQVLWLYLWLHV� RI� FDOO� ZDUUDQWV�� %HIRUH�� ZH� GLVFXVVHG� RSWLRQVn
VHQVLWLYLW\� WR� FKDQJHV� RI� LPSOLHG� YRODWLOLW\�� WDX��7KH�PRVW� LPSRUWDQW� VLQJOH
YDOXH� GULYHU� IRU� RSWLRQV� KRZHYHU� LV� WKH� XQGHUO\LQJ� VKDUH� SULFH�� :LWK� DQ\
LQYHVWPHQW�WKH�LQYHVWRU�WDNHV�D�YLHZ�RQ�KRZ�PXFK�WKH�VWRFN�SULFH�ZLOO�ULVH�
$Q� LQFUHDVH� LQ� WKH� XQGHUO\LQJ� VWRFN� SULFH� DQG� D� GURS� LQ� LPSOLHG� YRODWLOLW\
KDYH� RSSRVLWH� HIIHFWV�� 7KH� YDOXH� RI� D� FDOO� ZDUUDQW� LV� LQFUHDVHG� E\� KLJKHU
VWRFN� SULFHV�� EXW� GHFUHDVHG� E\� ORZHU� LPSOLHG� YRODWLOLW\�� ,Q� WKH� IROORZLQJ
WDEOH��ZDUUDQWVn�VHQVLWLYLW\�ZLWK�UHVSHFW�WR�LPSOLHG�YRODWLOLW\��7DX��DQG�VWRFN
SULFH� OHYHOV� �GHOWD�� LV� VKRZQ��7KH�H[DPSOH�VKRZV�WKH�ZDUUDQW�6%&�6%9:$
ZLWK�SULFHV�DV�RI�1RYHPEHU�����������ZKHQ�WKH�ILUVW�UXPRXUV�RI�D�SRVVLEOH
6%&�8%6�PHUJHU�ZHUH�DOUHDG\�LQ�WKH�PDUNHW��DQG�LPSOLHG�YRODWLOLW\�KDG�QRW
\HW�SLFNHG�XS�RQ�WKH�UXPRXUV�

8VXDOO\��QR�FKDQJHV�RI
LPSOLHG�YRODWLOLW\e

eH[FHSW�IRU�XQDQWLFLSDWHG
PHUJHUV��ZKHUH�WKHUH�LV�QR

DGGLWLRQDO�ULVN�IRU
ZDUUDQWV�KROGHUV�e

eDQG�UXPRXUHG�PHUJHUV
ZLWK�KHDY\�LPSDFW�RQ
FRPSDQ\nV�VWUDWHJ\�e

eZKHUH�WKHUH�LV�VRPH
DGGLWLRQDO��ULVN�IRU
ZDUUDQWV�KROGHUV�
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7YPJL�=VSH[PSP[`�4H[YP_

,QGLFDWLYH ,PSOLHG�9RODWLOLW\
6KDUH ����� ����� ����� ����� ����� ����� ����� ����� ����� �����
3ULFH

365 0.52 0.55 0.59 0.62 0.66 0.69 0.73 0.76 0.80 0.83

385 0.66 0.70 0.73 0.77 0.81 0.85 0.89 0.93 0.97 1.01

405 0.83 0.87 0.91 0.95 0.99 1.04 1.08 1.12 1.16 1.20

425 1.01 1.05 1.09 1.14 1.18 1.23 1.27 1.31 1.36 1.40

445 1.22 1.26 1.31 1.35 1.40 1.45 1.49 1.54 1.58 1.63

465 1.43 1.48 1.53 1.57 1.62 1.67 1.71 1.76 1.81 1.85

485 1.67 1.72 1.77 1.82 1.86 1.91 1.96 2.01 2.05 2.10

�6RXUFH��6%&�:DUEXUJ�'LOORQ�5HDG

$W�WKDW�WLPH�6%9�6%9:$�ZDV�D�W\SLFDO�ZDUUDQW�IRU�PHUJHU�VSHFXODWLRQ�RQ
6%&�56�ZLWK� DQ� DJJUHVVLYH� VWULNH� SULFH� RI� &+)���� �FRPSDUHG� WR� D� VKDUH
SULFH�RI�&+)������ ,W� KDG�D� WDX�RI������RI� WKH�ZDUUDQWV�SULFH�� DQ� LPSOLHG
YRODWLOLW\�RI�����DQG�D�GHOWD�RI�������$�GHOWD�RI������LPSOLHV�WKDW�IROORZLQJ
D�&+)��PRYHPHQW�RI�6%&�56��WKH�RSWLRQ��ZKLFK�FRQVLVWV�RI����ZDUUDQWV�SHU
VKDUH��FKDQJHV�LWV�SULFH�E\�&+)�����

$Q�LQFUHDVH�E\�&+)���LQ�WKH�VKDUH�SULFH�ZRXOG�KDYH�UHVXOWHG�LQ�D�ZDUUDQW
SULFH� LQFUHDVH� RI� &+)������ 7KLV� LV� DSSUR[LPDWHO\� WKH� VKDUH� SULFH� LQFUHDVH
WLPHV� WKH� GHOWD� GLYLGHG� E\� WKH� QXPEHU� RI�ZDUUDQWV� SHU� VKDUH� �&+)����� 
&+)��
����� �������7KH�GLIIHUHQFH�RI�&+)�����DQG�&+)������ VWHPV� IURP
WKH�QRQ�OLQHDU�UHODWLRQVKLS�EHWZHHQ�WKH�RSWLRQ�SULFH�DQG�WKH�VKDUH�SULFH��L�H�
WKH�FKDQJH�RI�WKH�GHOWD�ZLWK�UHVSHFW�WR�D�FKDQJH�LQ�WKH�VKDUH�SULFH���ZKLFK�LV
PHDVXUHG�E\�JDPPD��

7KH� ODVW� WZR�ZHHNV� EHIRUH� WKH�PHUJHU�� 6%&� LPSOLHG� YRODWLOLW\� VRDUHG� E\� �
SHUFHQWDJH� SRLQWV�� /HWnV� DVVXPH� WKDW� 6%&�6%9:$�KDG� DGGHG� �� SHUFHQWDJH
SRLQWV�LQ�LPSOLHG�YRODWLOLW\��7KH�ZDUUDQW�ZRXOG�KDYH�EHHQ�DW�&+)������ZLWK
WKH� VKDUH� SULFH� VWD\LQJ� DW� &+)����� 7KLV� HIIHFW� FDQ� EH� DSSUR[LPDWHG� E\
FDOFXODWLQJ�WKH�LQLWLDO�ZDUUDQW�SULFH�RI�&+)�����SOXV��DQ�LQFUHDVH�RI������
IRU� WKH� LQFUHDVH�E\��� WDX�SRLQWV� ������SHU� WDX�SRLQW���7KH� LQFUHDVH� RI� WKH
ZDUUDQW� SULFH� DPRXQWV� WR� &+)������ ZKLFK� LV� DV� ODUJH� DV� D� ZDUUDQW� SULFH
FKDQJH� FDXVHG� E\� D� &+)��� PRYH� LQ� WKH� VKDUH� SULFH�� DVVXPLQJ� FRQVWDQW
LPSOLHG�YRODWLOLW\�DW�����

*VUJS\ZPVU

:KHQ�UXPRXUV�RI�D�PHUJHU�DUH�LQ�WKH�PDUNHW��LW�LV�PRVW�OLNHO\�WKDW�LPSOLHG
YRODWLOLW\�ZLOO�IROORZ�LWV�QRUPDO�SDWWHUQ��+RZHYHU��LI�LPSOLHG�YRODWLOLW\�VWDUWV
WR� SLFN� XS�� DQG� DQ� LQYHVWRU� ZDQWV� WR� EX\� ZDUUDQWV� RQ� KLJKHU� LPSOLHG
YRODWLOLW\� WKDQ� EHIRUH� PHUJHU� UXPRXUV�� WKH� XSVLGH� SRWHQWLDO� IRU� WKH� VKDUH
SULFH� PXVW� EH� ODUJH� HQRXJK� WR� FRPSHQVDWH� WKH� ZDUUDQWV� LQYHVWRU� IRU� D
SRVVLEOH� ORVV� FDXVHG� E\� GHFUHDVLQJ� LPSOLHG� YRODWLOLW\� DIWHU� WKH� PHUJHU
DQQRXQFHPHQW�� ,Q� VXFK� D� FDVH� WKH� LQYHVWRU� VKRXOG� FRQVLGHU� EX\LQJ� LQ�WKH�
PRQH\�ZDUUDQWV�QHDU�H[SLUDWLRQ� LQ�RUGHU�QRW� WR� VXIIHU�D� ORVV� IURP� LPSOLHG
YRODWLOLW\�


