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[ ToryKOGU10TO1NoN KOTOVOA®GNG

Long-Term Openness United States 2.5 3.7 3.6 3.0 5.0 T4
in Perspective Canada 12.0 12.2 15.8 13.0 19.9 41,1
(Merchandise Australia 7.4 12.8 12 9.1 11.2 17.6
Expors/GRFat- 1990 United Kingdom  12.0 17.7 13.3 11.4 14.0 19.0
Prices, in Parcent) Germany 9.5 15.6 12.8 6.2 23.8 31.1
France 4.9 8.2 8.6 7.7 15.4 24.7
Spain 3.8 8.1 5.0 1.6 5.0 19.0
Japan 0.2 2.4 3.5 2.3 Fite 10.7
Korea 0.0 1.0 4.5 1.0 8.2 36.0
Taiwan 0.0 2:5 5.2 2.5 10.2 45,2
Thailand 2.1 6.7 6.6 7.0 4.5 59.4
Argentina 9.4 6.8 6.1 2.4 2.1 9.9
Brazil 11.8 9.5 7.1 4.0 2.6 10.5
Mexico 3.7 10.8 14.8 3.5 2.2 28,7
World 5.0 8.7 9.0 7.0 11.2 19.7
: MM |

Source: Various issues ol World Financial Markeis, JP Morgan, and international Financial Statlstics, IMI
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Foreign companies’ share in manufacturing production
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| 1 L L L i 1
Ireland —_—— e e =]
Hungar}" —— ._.:.._ = — = — : P E —— —— I
Luxembourg HFFtF£rFrrtg—s—— = =

Canada ——
Pﬂland* : '.:'-". = :'._-.':'.:. —r— :"'_': |;
Netherlands B
France ey
UK* * =~
Czech Rep* Vs
Norway =
Sweden —
Us e
Finland™* ———
Italy*™*
Turkey
Germany
Japan

0 1 20 30 40 5bO 60 O &80
*1995 ** 1997

Source: OECD, Activities of Fareign Affiliates database



I Tarykoopiomoinon exEvovonc

EXHIBIT 1.2

Daily Prices of Nestlé’'s
Bearer and Registered
Shares
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Source: Reprinted from Journal of Financial Economics, Volume 37, Issue 3, Claudio Loderer and Andreas Jacops,
“The Nestlé Crash," pp. 315-339, 1595, with kind permission from Elsevier Science S A, PO Box 564, 1001

Lausanne, Switzerland.
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Chart 7.19.a. Aggregate Share Ownership structure in ATHEX
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Chart 7.19.b. Share Ownership structure in ATHEX, as at 31/12/2002

Bl Greek private investors O Greek legal entities
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AYOpPEC LETOYMOV CTUEPU

Table 2-1: Capitalization of world stock markets at start-2000

Market Percent GDP Percent
capitalization of Rankin in 1999 of Covered in

Country/region $ billion world world $bn GDP this book
United States 16,635 46.1 1 9,152 35.6 v
Japan 4,547 12.6 2 4,347 16.9 v
United Kingdom 2,933 8.1 3 1,442 5.6 v
France 1,475 4.1 4 1,432 5.6 v
Germany 1,432 4.0 5 2,112 8.2 v
Canada 801 2.2 6 635 2.5 v
Italy 728 2.0 7 1,171 46 v
The Netherlands 695 1.9 8 394 1.5 v
Switzerland 633 1.9 g 259 1.0 v
Hong Kong 609 1.7 10 159 0.6

Australia 478 1.3 11 404 1.6 v
Spain 432 1.2 12 596 2.3 v
Taiwan 376 1.0 13 288 1.1

Sweden 373 1.0 14 239 0.9 v
Finland 349 1.0 15 130 0.5

China 331 0.9 16 990 3.9

South Korea 309 0.9 17 407 1.6

South Africa 262 0.7 18 131 0.5 v
Brazil 228 0.6 19 752 2.9

Greece 204 0.6 20 125 0.5

Belgium 185 0.5 22 248 1.0 v
Denmark 105 0.3 27 174 0.7 V.
Ireland 65 0.2 32 93 0.4 v
World subtotal 34,248 94.9 25,680 100 v
Other Asia-Pacific 1,065 3.0 21° na na

Other Europe 365 1.0 31 na na

Other South/Central America 359 1.0 24" na na

Other Africa 62 0.2 41" na na

World total 36,099 100 1-111 na na

Source: Global Financial Data (market capitalizations); World Bank (GDPs). Indicates highest ranked country in this residual/regional grouping

13



Figure 2-1: World markets: geographical groupings
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AYOpEC OLOAOY®V GNUEPU

Table 2-2: Value of world bond markets at start-2000

Total Rank Bond % bonds Covered

outstanding % of in value as which are in this
Country/region $ billion world world % GDP Government book
United States 14,595 47.0 1 159 53 v
Japan 5,669 18.3 2 130 72 v
Germany 3,131 10.1 3 148 25 v
Italy 1,374 4.4 4 117 68 v
France 1227 40 5 86 58 v
United Kingdom 939 3.0 6 65 50 v
Canada 539 1.7 7 85 73 v
The Netherlands 458 1.5 8 116 38 v
Belgium 324 1.0 9 131 60 v
Spain 304 1.0 10 51 73 v
Switzerland 269 0.9 11 104 18 v
Denmarle 264 0.9 12 152 31 v
South Korea 227 0.7 13 56 52
Brazil 209 0.7 14 28 na
Australia 198 0.6 15 49 42 v
Sweden 188 0.6 16 79 50 v
Austria 149 0.5 17 72 54
India 136 0.4 18 30 70
Greece 88 0.3 19 70 78
China 73 0.2 20 7 67
South Africa 72 0.2 21 55 65 v
Ireland 32 0.1 31 34 74 4
Other Asia-Pacific 310 1.0 22" 29 46
Other Europe 235 0.8 247 28 70
Other South/Central America 44 0.1 30" 6 na
World total (40 countries) 31,054 100 1-40 109 55 v
Sowce: World Bank and Merill Lynch (20003, We have reallocated Memill Lynch's Eurozene Eurabond total to the individual member

countries based on the previous year's (pre-eura) split " Indicates highest ranked country in this residual/regional grouping.



Figure 2-2: Size of world bond markets relative to equity markets and GDP at start-2000

Bond market size expressed as a percentage of equity market size or GDP
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Table 2-3: Founding dates of the world’s stock markets

The Netherlands 1611 Argentina 1872 Indonesia 1912
Germany 1685 New Zealand 1872 Korea 1921
United Kingdom 1698 Brazil 1877 Slovenia 1924
France 1724 India 1877 Uruguay 1926
Austria 1771 Japan 1878 Philippines 1927
United States 1792 Nonway 1881 Columbia 1929
Ireland 1799 South Africa 1887 Luxembourg 1929
Belgium 1801 Egypt 1890 Malaysia 1929
Denmark 1808 Hong Kong 1890 Romania 1929
Italy 1808 Chile 1892 Israel 1934
Russia 1810 Creece 1892 Pakistan 1947
Switzerland 1850 Venezuela 1893 Lebanon 1948
Spain 1860 Mexico 1894 Taiwan 1953
Canada 1861 Yugoslavia 1894 Kenya 1954
Hungary 1864 Sri Lanka 1900 Nigeria 1960
Turkey 1866 Sweden 1901 Kuwait 1962
Australia 1871 Portugal 1901 Thailand 1975
Czech Republic 1871 Singapore 1911

Poland 1871 Finland 1912

Source: Goetzmann and Jorion (1%93), based on the founding dates of exchanges now within the borders of the identified countries with
some additions/modifications by the authors. Baold face type indicates couniries coverad in this book.



Founding Dates For World Equity Markets
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Figure 2-3: Importance of the sixteen countries covered in this book in 2000 and in 1900
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Figure 4-8: Time series of annual real returns on US equities and bonds, 1900-2000
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Risk vs. Return
January 1926 - December 2003
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Risk vs. Return
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Range of Returns Bar Graph
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Correlation Matrix

Periods  S&P 500 Small Stk Corp Bond Long GQ¥tGvt 30 Day TBill US Inflation

S&P 500 TR 936 1.00 0.83 0.21 0.14 0.10 -0.02 -0.01
U.S. Small Stk TR 936 0.83 1.00 0.17 0.07 0.05 -0.04 0.01
U.S. LT Corp TR 936 0.21 0.17 1.00 0.85 0.78 0.09 -0.05
U.S. LT GVt TR 936 0.14 0.07 0.85 1.00 0.85 0.11 -0.06
US.IT GVt TR 936 0.10 0.05 0.78 0.85 1.00 0.21 -0.02
U.S. 30 Day TBIll TR 936 -0.02 -0.04 0.09 0.11 0.21 1.00 270.
U.S. Inflation 936 -0.01 0.01 -0.05 -0.06 -0.02 0.27 1.00
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Returns Histogram
S&P 500 TR: January 1926 - December 2003

Number

T ‘ ! T ‘ T ‘ T
-30.0% -26.0% -22.0% -18.0% -14.0% -10.0% -6.0% -2.0% 2.0% 6.0% 10.0% 14.0% 18.0% 22.0% 26.0% 30.0% 34.0% 38.0% 44.0%
Return

28



Figure 4-9: Histogram of annual US real equity returns, 1900-2000
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Independent Period Bar Graph
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Index Line Graph
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Rolling Line Graph
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Rolling Line Graph
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Independent Period Bar Graph

Interval: 60 Months

Return Values
3.0%—]
2.8%— —/
2.6%f/

2.4%—
2.2%—
20%—
L8%—
16%—
L4%—
12%—
L0%—

08%—
0.6%—
0.4%—"
0.2%

0.0%
0.2%—
04%—
0.6%—
0.8%—
10%—
12%—
14%—

-1.6%7

-1.8%7

-2.0%

Dec Dec Dec
1974 1979 1984

I VscClI Canada TR MSCI France TR [l MSCI Germany THll MSCI Italy TR

Dec
1989
Interval: 60
MSCl Japan TR [l MSCI UK. TR

Dec
1994

Il vSCIU.S. TR

Dec
1999

40



Figure 4-5: Nominal and real equity returns around the world, 1900-2000
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Figure 4-7: Real returns on equities versus bonds internationally, 1900-2000
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Figure 4-12: Selected periods of large losses on equities around the world
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Figure 7-6: Volatility of annual changes in the real exchange rate: 1950-71 vs, 1972-2000
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Figure 7-1: Nominal exchange rates against the US dollar (rebased to 1900 =1)
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Figure 7-5: Real exchange rates relative to the US dollar (rebased to 1900 = 1)
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Figure 7-4: Purchasing power parity over the period 1900-2000
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) L
Mhe Hamburger Standard (based on March 25, 2006 BigMac Prices)

Country BigMac Price Actual Over(+) / Under(-) IPurchasi_ng Power

- - - Exchange Rate Valuation against Price

in Local in US dollars 1 USD = the dollar, %

Currency
[United States $3.10 3.10 1.00 - -
Femina Feso 7.00 2.2509 3.1098 -27.3265 2.26

ustralia AS3 25 25151 1.2922 -18.7432 1.05

|Brazil Realt 40 3.0223 21176 -2 7201 206
|Britain i 1.94 3.7/824 1.94971 21.8561 0.625
ICanada C53.52 2. 89986 1.1739 -2 8878 1.14
IChina Yuani0.50 1.352 7.7661 -06.3487 3.39
|Eurn area €2 04 38192 0.7698 23718 L 09524
|Hung Kong HK512.00 15356 78144 -50.476 3.87
I[Hungary Forint 560 28522 196.339 -7.8125 181
lindonesia Rupiah14, 600 1.6089 9074 .41 -46.0958 4710
Japan 250 2.0509 121.899 -33.8797 60.6
Malaysia M$5.50 1.5737 3.4949 -49 3548 1.77
|Mexicr:: Feso249.0 26322 11.0173 -15.1335 9.35
INew Zealand NZ$4 45 3.0454 1.4612 -1.4509 1.44
IPoland Zloty6.50 21541 3.0175 -30.406 210
IRussia Rouble43 00 1.819 26.3887 -41.2627 15.5
Singapore 553.60 2.3428 1.5366 -24 5087 1.16
South Africa Rand13.95 1.9254 7.2452 -37.8899 4.50
[>outh Korea \Won2 500 2 6345 948 947 -15.0637 806
|Sweder1 Skr33.0 4. 6965 7.0265 50.8575 10.6
ISwitzerland SFr6.30 5.0388 1.2503 62.361 2.03
Taiwan NT$75.00 2.2662 233.0945 -26.8761 242
Thailand Bahtc0.0 1.7741 33.8207 -42 63387 194

T Dollars per pound



Purchasing Power Parity (PPP): 's a measure of the relative purchasing power of different currzncies. Itis
measured by the price of the scame goods in different countries, translated by the FX rate (or exchange

rate) of that country's currency against a "base currency'.

How to read this table:

In this case, the goods is the Big Mac. For example, 17 a 3igMac costs €2.75 in th2 countries that use Euro
and costs 520010 US. then the PHF exchange rate would be 2./5/260 = 1.03/1.

| the actual exchange rate i lower, then the Bighac theory says that you should expect the value cf the
Euro to go up until it reaches the PPP exchange rate. If the aclual exchange rate is higher, then the BigMac
theory says that you should expect the value of the Euro to go down until it reaches the FPF exchange
rate.

The Over/Under vauatior against the dollaris calculated as:

(FPP - =xchange Rate)
x 130
Exchange Rate
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[GoTipio yOopacTIKNG OVVOUNG

Anorvtn TAA:
S=P _$/P ¢
P_$ -Twn npoidvtov otnv Auepikn (oc $)
P_¢ - Twn npoiovtov oty Evponn (c¢ E)
2yetikn TAA:
ASIS=A(P_%/P¢)/(P_$/P )
N KT TPOGEYYIoN
AS/IS=t_ $ -7 ¢
nt_$ -mAnbwpiondc wpoidvimv otnv Auepikn (og $)
n_g - tAnBwpionoc tpoidviwv oty Evponn (og E)

www.economist.com/markets/Bigmac/Index.cfm 52



ATOKAIGELC 0tO IGOTIULN OLYOPOUCTIKNG
OVVOLUNG
Ipaypoatikn Zvvaildypotikn wootipio d (k.7.)

g=1+x_$-m &- AS/S

Av woyvern (2)IAA, tote g=1
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(Vo Kdmoleg cVVONKEC)

1. Télereg ypnuotayopEg

TéAlelec ayopéc mpoiovtwmv

3. 'Tolo KaTavaA®MTIKY] GLUTEPLPOPA GE OAEC TIC
XOPEG

4. O17mpocooKieg Yo TIC TIUEC GTO UEAAOV Elvou
CWOTEC

5. O ayopéc etvar o€ 160ppoTia

N

Télerec = avtayVIoTIKES, YOPIC KOGTN GUVUALAYDV, OUGLOVS Kol

TEPLOPIGUOVS, ACVULETPT) TATNPOPOPTON
55



Eumelptka otoryeio

o ApumiTpal TPOIOVIMV EIVOL TEPLOPICUEVO
e JAA

— TEPLOGOTEPO Y10 KATOL TTPOIOVTOL

— TEPIGGOTEPO Y10 KATOLEC YMPEC

— EYEL YPNGIUOTNTO OG TPOGEYYIGTIKT VTODEGT
KOO KOl 0LV OEV 1GYVEL aKPLPMC
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Figure 7-7: Real equity returns in US dollars and local currency, 1900-2000
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Figure 7-8: Equity and bond returns in real dollar terms, 1900-2000

Global returns to a US investor deflated by US inflation, 1900-2000 (% per year)

8

® Equities

[
6 Bonds
iy 3.2

24 2.7
7 4
v
0 1
“d
-7 4
-2.4
‘_4 '3.5
lta Bel Spa Ger Fa Ire Jap Den UK SAf Swi Neth Can US Aus Swe

58



2nuocio OlEdvov ayopmv yio
YOPTOPLAAKLIOL ETEVOVTOV
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Figure 4-11: Risk reduction gains from diversification: domestic US equities, 1963-97
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Risk vs. Return
January 1970 - November 2003
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Range of Returns Bar Graph

January 1970 - November 2003
Return

Legend
s0ow—" |

54.5% Highest:
55.0%—/
50.0%—/
45.0%—/
40.0%—/
35.0%—/
U_/ 27.4%
30.0% 23.2%
25.0%—/ 20.9%
20.0%—/
15.0%—/

10.0%/

Average:

-19.6%

- -21.2%
_25.0%/ 21.6% -21.8% 6

U—/ -24.9% -25.9%
-30.0%

-40.0% ‘ ‘ Lowest: —
MSCI Canada TR MSCI France TR MSCI Germany TR MSCI ltaly TR MSCI Japan TR MSCIUK. TR MSCIU.S. TR

63



Periods

MSCI Canada TR 407
MSCI France TR 407
MSCI Germany TR 407

MSCI Italy TR 407
MSCI Japan TR 407
MSCI U.K. TR 407
MSCI U.S. TF 407

Canada France Germany

1.00
0.51
0.42
0.34
0.35
0.54
0.74

0.51
1.00
0.64
0.50
0.35
0.54
0.54

0.42
0.64
1.00
0.45
0.34
0.44
0.5C

Italy Japan
0.34 0.35
0.50 0.35
0.45 0.34

1.00 0.34
0.34 1.00
0.37 0.33
0.3z 0.3t

U.K.
0.54
0.54
0.44

0.37
0.33
1.00
0.5¢

U.S.
0.74
0.54
0.50

0.32
0.35
0.59
1.0C

64



Expected Return

1.2—
1.2 MSCI UK. TR
1.1—
N
11— MSCI France TR gy
1.0 MSCI Italy TR
SCIU.S. TR
1.0 H H
MSCI Canada TR
0.9—
0.9—
0.8—
N
0.8 MSCI Germany TR
N
0.7 MSCI Japan TR
0.7—
0.6 T T[T T[T [T T T TTT T TTT T TTTT TTT T TTTT TTTT TTTT TTTT TTTT]

00 05 10 15 20 25 30 35 40 45 50 55 60 65 70 75 80
Standard Deviation (Risk)



At 5% standard deviation
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Emokonnon oebvav tcotiuimv
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Apumitpal Ko 0 VOUOC TG MO TIUNG

Nopog g piog Tiung:
‘Towa 1 1odvvapo TPoidovia £Yovv TNV 10100 TIUY
G€ OAEC TIC AYOPEC OTTOL TOAOVVTOL

ECacpariletol amo:
Apumitpdl: AyopammAncio tpoidvtoc Yo TnV

EMITELEN GLYOLPOV KEPOOVC
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looTuia emttoKi®v

(koaloupévn)
(FIS)*(1+_$) = 1+ic

S— 2not k6oto¢ 1 Evpw 6e AoAdpia
F —IIpoOeopiokn tiun (forward) 1Evp®m oe AoAdpia
| — Ovouootiko emttokio (emevovoemy e $1 € avtiotoryo)

IIepinTmwon Tov VOUOUL NG HiaC TIUNG
Av ogv 1oy0¢,;
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looTuia emttoKi®v

(axdAlvmTn)
Av gmionc:

E[S(t+1)|I(t)]=F
(ywoti;)
Torte:

(E[S(t+D)|I()}/S)*(1+1_$) = 1+ie
N (Kot Tpooyyion)
E[AS/S|I()]=1€-1 3
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lootwpia FiSher .x.)

AV 0 TPOYUATIKA ETLTOKIN OEV EMNPEALOVTOL ATTO
TOV OVOUEVOUEVO TANOWOPIGUO:

| e=p e+ E(n_gll(t))
p_E— MPUYROTIKA ETITOKLY

AreOvig IooTinio Fisher
Av emiongp _$ =p _& (ywati;) :
E(r_ $)-E(xr &) =1 $-1ic¢

Ano 2XIAA
E(AS/SI(t)=1 $-1 ¢
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[ootipio Forwardnposdokimv

20VOLACOVTOC TNV IGOTIULN ETTOKIMV KOl
Fisher:

E(AS/S[I(1))=(F-S)/S

&
E[S(t+1)[I(t)]=F
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