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1. Introduction

Explaining returns by taking several risk factors into account has become a stand-
ard for modern performance evaluation of investment funds and portfolio man-
agers, for estimation of expected returns, for portfolio selection, for event stud-
ies, and for other applications as well. Risk factors are a useful tool because they
explain an important part of stock return variations.

In this regard, the time-series regression model applied by CARHART (1995) has
become a standard in finance. It takes into account four risk factors to explain
the time series of excess returns R, — R;;:

R, — sz =, + B, RMRE, + B,,SMB, + B, HML, + B,,UMD, +e,

where RMRF, is the excess return of the market at time # and SMB, HML and
UMD, are the returns of zero-investment factor-mimicking portfolios for size,
value, and momentum.’
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1 This model is an extension of the three-factor model of FAmMa and FreEncH (1993) which takes
into account the excess return of the market as well as the size- and value-factor to explain
expected returns. SMB stands for “Small Minus Big” (measured by the market capitaliza-
tion), HML for “High Minus Low” (measured by the book-to-market ratio) and UMD for
“Up Minus Down” (measured by the one-year past return). UMD is also known as WML
(“Winners Minus Losers”) in the literature.
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Although these four explanatory variables have been analysed for and applied
to various markets, no in-depth study of these factors exists for the Swiss stock
market. However, the Swiss market is of special interest for several reasons. First,
Switzerland has a highly developed and internationally recognised financial
market. By market capitalization, the Swiss stock market is the eighth larg-
est worldwide.? For this reason, it is desirable to be able to apply this broadly
accepted factor approach to the Swiss market. Second, Switzerland is a small,
open economy and one of the few developed, European markets outside the
Euro-zone. As a result, some particular aspects of factor development and char-
acteristics have to be taken into account in the Swiss environment. Third, Fama
and Frencu (1998) and GrirrIN (2002) find that size, value, and momentum
factors are country-specific. They show that the application of international fac-
tors to individual countries leads to disappointing results. Therefore, Swiss fac-
tors are important for Swiss research.

To our best knowledge, this is the first study that analyses the three risk fac-
tors for size, value, and momentum specifically for the Swiss stock market by
developing and investigating monthly factor premiums from January 1990 to
December 2005. Local characteristics of the Swiss stock market will be taken
into account. To our best knowledge, it is also the first paper to analyse in depth
the robustness of the factors by testing their sensitivities to different assump-
tions. The contribution of this paper is twofold: First, it extends earlier analyses
on the Carhart factors’ to the Swiss market, including detailed sensitivity tests.
Second, it sets a clear base for performance evaluation, portfolio selection, and
other factor-based analyses in Switzerland.

The remainder of the paper is structured as follows. Chapter Two will give an
overview on the international literature including a brief discussion of the fac-
tors. Chapter Three will explain the data used as well as the assumptions and
methodology for the construction of the Switzerland-specific factors. Chapter
Four analyses the factor characteristics, their robustness, and the influence of
the January effect. Further, a comparison to US-specific factors is drawn and the
explanatory power of the factors tested. Lastly, the results are summarized and
conclusions are drawn in the final chapter.

2 Source: Bloomberg, November 2006.
3 As well as analyses related to the model introduced by Fama and FrencH (1993).
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2. Carhart Risk Factors

The starting point for all risk factor-based analyses is the Capital Asset Pric-
ing Model (CAPM) first introduced by SHARPE (1964) and LINTNER (1965).
However, later research documents empirical contradictions and anomalies that
strongly question the validity of the CAPM. Banz (1981), for example, first
finds that firms with a small market capitalization significantly outperform
firms with a large market capitalization. STaATT™MAN (1980) and ROSENBERG,
REID, and LaNSTEIN (1985) document that average US stock returns are posi-
tively correlated with the book-to-market ratio. Later, FAmaA and FrREncH (1992)
confirm that US stock returns are significantly related to these two firm charac-
teristics. As a consequence, the extension of the CAPM to a multi-factor model
is introduced by Fama and FrencH (1993). The market, size, and value factors
are integrated into a risk factor model explaining stock returns. In contrast to
Fama and FrRencH (1992), they use excess returns or returns on zero-investment
factor-mimicking portfolios as explanatory variables. Factor correlation and the
related problem of multicolinearity are thereby addressed and the factors SMB
and HML introduced.

At the same time, an important step towards the four-factor model is accom-
plished by JecapeesH and Trrman (1993). They find a highly significant one-
year momentum anomaly for the US market by documenting a positive return
differential of the portfolios of past winner and loser stocks. AsNEss (1994)
further analyses this anomaly and finds that the momentum effect cannot be
explained by the three Fama and FrRencH (1993) factors. As a logical conclusion,
CARHART (1995) applies an extension of the Fama and FrencH (1993) model by
adding the momentum-mimicking portfolio to the three factors for the market,
size, and value effect. The UMD factor and the Carhart model are the results
of these developments.

Thereafter, this model and its factors for size, value, and momentum are inves-
tigated and applied broadly. This vast amount of research gives the model strong
justification. Hawawint and Keim (1998) give a structured overview on the inter-
national evidence and literature on the factors for size, value, and momentum.

The factors and their related investment styles are analysed as a combined
model as well as one by one. After BaAnz’s (1981) first milestone research, inter-
national evidence emerges on the tendency of firms with small market capitali-
zations to outperform firms with large market capitalizations.* Nonetheless, the

4 See HawawiNI and Keim (1998) for an overview.
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relevance and relative importance of the size factor is controversial. As docu-
mented by VAN Dijk (20006), this factor is the most questioned in the Carhart
model.

The value factor, on the other hand, is the least disputed factor: The first evi-
dence for its existence by StarT™MAN (1980) and ROSENBERG, REID, and LANSTEIN
(1985) is supported by Fama and FrencH (1992) and LAKONISHOK, SHLEIFER,
and Visany (1994) for the US stock market. CarauL, RowLEY, and SHARPE
(1993), Fama and FrencH (1998) and BaAuman, CONOVER, and MILLER (1998)
add strong international evidence for the value effect.

In contrast to size and value, the momentum effect has behavioural origins:
DeBonDT and THALER (1985) first find a significant relation between past and
future long-term returns. The studies about mid-term anomalies by JEGADEEsSH
and TrtMaN (1993) and LAKONISHOK, SHLEIFER, and VISHNY (1994) are the
starting point for broad research activities: ROUWENHORST (1998) extends these
US-analyses and documents the momentum effect for various non-US markets.
JEGADEESH and TrrmanN (2001) finally review momentum strategies and confirm
that strong effects are observable, even after taking size and value into account.
The often stated relationship of this factor with behavioural aspects draws spe-
cial attention to the discussion about the sources of momentum premiums, as the
contributions of LEwELLEN (2002) and CHEN and Hone (2002) show.

The literature also offers critical reviews of various aspects of the CARHART
(1995) factor approach as well as alternative model specifications. One contro-
versial issue is the interrelation of seasonal effects and the factor premiums. For
example, CHER, Masmoupr, and SURET (2003) find that part of the premiums
may be explained by the January effect for the Canadian market.” However, the
main critique is about the factor selection. This is not surprising as the variety of
potential model specifications is almost unlimited. Alternative models use macr-
oeconomic variables as explanatory factors. CHAN, KaRCESKI, and LAKONISHOK
(1998) provide one of the broadest analyses on the specification of a factor model
to explain the cross-section of stock returns. Factors related to dividend yields,
cash flows and earnings as well as other factors such as industrial production,
consumption, default spread, term spread are tested against and in combination
with the four Carhart factors. They find that most alternative factors have no
relation to the cross-section of returns and that the explanatory power may not be
increased significantly by an alternative factor combination. BRENNAN, CHORDIA,
and SUBRAHMANYAM (1998) show also that alternative factor specifications do

5 Hawawiniand Kemm (1998) for example give an overview on research about the January effect
in relation to the size, value, and momentum premium.
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not result in higher explanatory power. These and other studies strongly support
the use of the Carhart factors.® However, the discussion about potentially better
specifications and the economic content of the relationship between the factors
and the explained returns is still ongoing. Nevertheless, the Carhart model has
become a standard model for a broad range of applications. This is impressively
supported by the application of this approach in a lot of recent research, includ-
ing the work of ARETZ, BARTRAM, and PorE (2006), Lin (2006), BARRAS, ScAIL-
LET, and WERMERS (2005) or BoLLEN and Busse (2005).

Prior research, however, leaves an important gap for the Swiss stock market.
There are studies that include some Switzerland-specific aspects of the Carhart
factor model in the context of other research, for example RouweNHORST (1998)
in the context of momentum strategies, CarAUL, ROWLEY, and SHARPE (1993),
Fama and FrencH (1998), ArRsHANAPALLI, COGGIN, and Douxkas (1998) and
ARSHANAPALLI, COGGIN, Doukas and SHEA (1998) in the context of value and
growth strategies and GROUNENFELDER (1999), LIEw and VassaLou (2000) and
CaucHIg, HogsLi, and Isakov (2004) in the context of macroeconomic stud-
ies. However, to our best knowledge, there exists no exhaustive study for a Swit-
zetland-specific four-factor Carhart model. The remainder of the paper fills this
gap by estimating these factors explaining Swiss stock returns.

3. Factor Construction

This section gives an overview on the data and methodology used to construct
the four Carhart factors for the Swiss stock market.

3.1 Data

This paper uses end-of-month data from December 1988 to December 2005.”
Factset is the data provider for CHF Call money rates as well as for all share
prices, dividend paymentsg, numbers of shares outstanding and book values for
all companies listed in Switzerland.

6 Asan extension of the unconditional model, conditional ones are proposed and tested as well
(e.g. FERsoN and ScHADT (1996)). These conditional models as well use the factors proposed
by CarRHART (1995). However, the performance of conditional models is highly controversial
(see e.g. GHYSELS (1998)).

7 Prior to December 1988, there is no reliable data available from Factset.

8 All returns in this paper are total returns.
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In the sample, investment companies are excluded and multiple classes are
integrated into the main class of stock.” However, there are some additional
requirements for companies to be included in the sample at a certain point in
time: Data for the determination of size (market capitalization), value (positive
book-to-market-ratio) and momentum (one-year past return) has to be available.
For that reason, factor construction starts at the end of 1989 from data of com-
panies providing share prices, and therefore a one-year past return, since year-
end 1988.

Table 1 shows the average number of companies included in the sample for
each year, after all exclusions. This sample is larger than those analysed by Rou-
WENHORST (1998), FAMA and FrRencH (1998), ARsHANAPALLI, COGGIN, and
Doukas (1998), ArRsHaNAPALLI, COGGIN, Doukas, and SHEA (1998), GRUNEN-
FELDER (1999), LiEw and VassaLou (2000), and CaucHig, HogsLi, and Isakov
(2004). As Variaekosk1 (2004) shows, this is a very important prerequisite, as
the number of companies in Switzerland is small in comparison to the US and
therefore a larger dataset significantly increases the reliability of the results.

Additionally, the high quality of the database is confirmed by Table 2, which
shows a comparison of the Swiss Performance Index (SPI) with a hypothetical
index constructed from the securities included in the sample. The returns of the
sample-index have roughly the same mean and standard deviation as the SPI and
are correlated with this broad market index at a coefficient of 0.993. With this
in mind, the methodology applied to calculate the factor premiums will be pre-
sented in the following section.

3.2 Methodology

In the context of constructing the four factor portfolios, several methodologi-
cal issues have to be solved. The first and most important challenge is how to
address the problem of isolating the four effects from each other with the goal of
minimizing the cross-correlations between the factors. As VAIHEKOSKI (2004)
describes, this includes the question of minimizing security-specific variance and
the goal of working with investable portfolios. Other problems include the choice
of the right measure to characterise the factors, the avoidance of the look-ahead
bias, and the choice of the right weighting scheme.

A broad consensus exists about the construction of the market factor. In
accordance with the CAPM, Fama and FrRencH (1993) and CarHART (1995), it

is calculated as the excess return of the market portfolio over the risk-free rate,

9 E.g. common versus preference shares.



Risk Factors for the Swiss Stock Market

Table 1: Yearly Number of Companies Included in the Calculation Database
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1990 259 5 264 30 120 114 81%
1991 258 4 262 31 103 128 91%
1992 249 5 254 28 94 132 94%
1993 241 7 248 27 82 139 93%
1994 239 9 248 29 78 141 79%
1995 238 12 250 35 61 154 95%
1996 245 10 255 34 69 152 94%
1997 260 8 268 39 74 155 96%
1998 260 10 270 41 52 177 94%
1999 289 10 299 51 51 197 98%
2000 298 12 310 58 51 201 98%
2001 294 15 309 58 39 212 99%
2002 274 27 301 43 20 238 99%
2003 266 20 286 41 14 231 100%
2004 267 18 285 38 21 226 100%
2005 265 19 284 36 27 221 99%

Table 1 shows the number of companies included in the calculation database by December of each
year in the case of quarterly rebalancing, set in relation to the universe provided by FuW in the
Swiss Stock Guide. The number of companies in the Swiss Stock Guide has to be adjusted for asyn-
chronity between the data in the Swiss Stock Guide and in the database as well as for additional
companies provided by Factset not included in the Swiss Stock Guide. After this adjustment the
difference to the database is fully explained by the exclusion of investment companies and those
companies with missing data. Finally, the last row shows the percentage of the market capitaliza-
tion of the Swiss Stock Guide’s Top 50 companies that is included in the final database.
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Table 2: Comparison of the SPI and the “Market” Constructed from the Database

SPI “Market” from Database
Mean return (annualized) 10.12% 10.08%
Standard deviation (annualized) 16.66% 16.34%
Correlation 0.993

Table 2 shows a comparison of the Swiss Performance Index (SPI) and a value-weighted index
(“market”) constructed from all companies included in the database of this study (after all exclu-
sions, based on monthly continuously compounded returns from January 1990 to December 2005,
with quarterly adjustment for members).

defined as the Swiss Franc Call Money rate provided by Factset. The market
portfolio is compiled value-weighted'® from all securities included in the final
database and has the characteristics described in Table 2.

The approach chosen for the construction of the factors for size, value, and
momentum is related to FAMA and FRENcH (1993) and CARHART (1995). How-
ever, there are various differences. Specific characteristics of the Swiss stock
market and the portfolio construction rules developed by Varaexoskr (2004)
are considered.

To isolate the factor premiums from each other, the three factors are designed
as zero-investment portfolios, constructed from eight subportfolios as follows:
All stocks from the database are ranked by market capitalization and divided
into the two groups “Big” (B) and “Small” (S) by the median size. At the same
time, the stocks are broken down into two groups by their book-to-market ratio
(“High” (H) and “Low” (L)) and by their one-year past return (“Up” (U) and
“Down” (D)). Afterwards, each stock is assigned to one of the eight intersectional
subportfolios S/H/U, S/H/D, S/L/U, S/L/D, B/H/U, B/H/D, B/L/U, or B/L/D
with respect to its characteristics from the three independent sorts."" For each
of the eight sets, value-weighted monthly returns are calculated. The premiums
of the zero-investment factor-mimicking portfolios SMB, HML, and UMD are
then constructed from these eight subportfolios as follows:

10 Inaccordance with Fama and FrRencH (1993), Liew and Vassarou (2000), and the recommen-
dation by Vartuekosk1 (2004), this paper uses only continuously compounded returns from
value-weighted portfolios. Value-weighted portfolios fulfil the prerequisite of investability.

11 The S/H/U portfolio, for example, consists of all stocks from the group “Small” that are at
the same time in the groups “High” and “Up”.
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SMB = 1/4%(S/H/U — B/H/U) + (S/H/D — B/H/D)
+ (S/L/U — B/L/U) + (S/L/D — B/L/D))

HML = 1/4*((S/H/U — S/L/U) + (S/H/D — S/L/D)
+ (B/H/U = B/L/U) + (B/H/D — B/L/D))

UMD = 1/4%(S/H/U — S/H/D) + (S/L/U = S/L/D)
+ (B/H/U — B/H/D) + (B/L/U — B/L/D))

SMB may be interpreted as the return to a portfolio that is long on small compa-
nies and short on big companies, controlling for the market, value, and momen-
tum effects. Similar explanations can be given for HML and UMD.

Two of the assumptions for the construction of the factor-mimicking port-
folios need special attention. The first one is related to the chosen characteris-
tics, as factor premiums could be sensitive to the choice of market capitaliza-
tion, book-to-market ratio and one-year past return as proxies for size, value and
momentum.

Market capitalization, defined as market price times shares outstanding, is
standard as characterization of size and therefore an obvious selection.

The correct measure for value is less clear-cut. However, three strong reasons
support the book-to-market ratio as the measure for value. First, LAKONISHOK,
SHLEIFER, and VisuNY (1994), Fama and FrReEncH (1998), CHAN, KARCESKI, and
LaxonisHOK (1998), and BAuman, CONOVER, and MILLER (1998) compare the
results from the use of the book-to-market ratio as proxies for value to the use
of the price-earnings ratio, the cash-flow-to-price ratio, and the dividend yield.
These studies either document that the book-to-market ratio delivers the high-
est premium in the long-short portfolios or show that book-to-market portfolios
have higher explanatory power than those based on the alternative ratios. Second,
the application of the book-to-market ratio is in line with the vast majority of all
research, including Fama and FrencH (1993), AsNEss (1994), CARHART (1995),
Liew and VassaLou (2000), and BARRAS, ScAILLET, and WERMERs (2005).
Third, the book-to-market-ratio is available for more companies than the other
ratios, as dividends may be zero and earnings as well as cash flows may be neg-
ative or strongly influenced by one-time effects. For these reasons, the book-
to-market ratio is applied as measure for value. To avoid a look-ahead bias, six-
month-prior book values are used.”” In other words, this analysis uses end-of-year
book values from year #— 1 not earlier than at the end of June of year # This is

12 To ensure that the book-values are available to the public when the portfolios are formed.
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conservative and in accordance with FaAMa and Frencu (1993), CARHART (1995),
Liew and VassaLou (2000), and others.

Finally, the definition of momentum as the one-year past return from month
t—12 to t— 1 reflects not only the definition by CARHART (1995), but also the
results of the detailed analyses by JEGapEESH and TiTmaN (1993), AsNEss (1994),
and ROUWENHORST (1998). JeGADEESH and TrrMAN (1993) as well as Rouwen-
HORST (1998) show that a one-year formation period shows the highest momen-
tum effect, whereas the exclusion of the most recent month is based on AsNEss
(1994), who finds that one-month stock returns are negatively autocorrelated due
to microstructure issues such as the bid-ask bounce.

The second assumption to be explained is the use of eight subportfolios on the
basis of three independent sorts.” Fama and French (1993) break the sample
down in two size groups, but three book-to-market groups while LiEw and Vas-
SALOU (2000) break the database down into three groups for each characteris-
tic, resulting in 27 subportfolios." The approach of Fama and Frenca (1993)
is rejected, as it would result in an arbitrary differentiation between the three
factors. Dividing by all characteristics into either two or three groups is the
more consistent way due to the fact that factor premiums may be sensitive to the
choice of dividing it into three instead of two groups. However, there are two
reasons the portfolio was divided into 8 (2 X 2 X 2) instead of 27 (3 X 3 X 3)
subportfolios”: First, the number of securities in Switzerland is too small to con-
struct 27 portfolios with a sufficient number of securities per portfolio. VAIHE-
KOSKI (2004) recommends in this regard having at least 5 assets in a portfolio.
Tests not reported here show that over the whole 16 year period, the quarterly
number of stocks in the eight portfolios is smaller than 7 in only 0.39% of all
observations, smaller than 5 only once and as large as 21 on average. On the
other hand, the use of 27 subportfolios would result in many temporarily empty
subportfolios and on average 6.2 assets per subportfolio. Obviously, the results
from a (3 X 3 X 3) grouping would be negatively affected by security-specific
noise from very small groups.m Second, there is a methodological concern about

13 This is a slightly different approach than in Fama and FrencH (1993) and Liew and Vas-
saLou (2000).

14 CaRHART (1995) adds the momentum factor to the approach applied by the Fama and FRENCH
(1993) by breaking down the database into three groups based on the one-year past return.

15 Asin Liew and Vassarou (2000) and other studies.

16 Liew and VassaLou (2000) use sequential sorts to make sure that no empty portfolios emerge.
The disadvantage of this approach is that the results may be sensitive to the sorting order
used. However, this paper uses independent, simultaneous sorts in accordance with Fama and
FrencH (1993).
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the (3 X 3 X 3)-approach. This sorting has the disadvantages that not all securi-
ties are included in the factors and that each factor is calculated on the basis of
a different set of securities.”

In summary, the construction of the factors is strongly inspired by Fama and
FrencH (1993) and CARHART (1995). However, to consider Switzerland-specific
parameters and to use a consistent methodology, some distinct differentiations
are applied. The most important is the use of eight subportfolios from (2 X 2 X 2)
independent sorts instead of 27 from (3 X 3 X 3) sequential sorts.

4. Resulting Factor Premiums

This chapter studies the premiums of the Swiss Carhart factors RMRF, SMB,
HML, and UMD resulting from the Switzerland-specific construction approach
previously presented. First, descriptive statistics are presented and compared to
carlier research. Second, the robustness of the results to different assumptions
is analysed and discussed. Third, a comparison to well known US-premiums is
drawn and, finally, the explanatory power of the four factors on the eight sub-
portfolios is tested and interpreted.

4.1 Characteristics

Table 3 shows the main statistics of the premiums from January 1990 to Decem-
ber 2005, based on quarterly rebalancing of the subportfolios. The market factor
RMREF has the expected structure, with an average premium of 7.16% p.a. and
a standard deviation of 16.41% p.a. The distribution of the monthly market
premiums is slightly skewed and fat-tailed. From the three factors SMB, HML,
and UMD, the momentum premium is the most pronounced with an average
0f 10.33% p.a., but with a strikingly high excess kurtosis of 4.86. Whether these
fat tails and the skewness are responsible for the resulting market and momen-
tum premiums will be tested later by an outlier analysis. The value premium has
an annualised average of 2.35% and the size premium of —0.67%. The negative
size premium confirms the critical discussion of the size factor in the literature
and questions its existence in Switzerland.

The positive momentum premium is significantly different from zero, the size
and value premiums are not. However, a look at different subperiods in Table 4

17 This results from the fact that only the highest and lowest of the three portfolios are used to
calculate SMB, HML and UMD.
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Table 3: Premiums of the Swiss Factors Based on Quarterly Rebalancing

RMRF SMB HML UMD
Average premium (annualized) 7.16% -0.67% 2.35% 10.33%
Standard deviation (annualized) 16.41% 9.92% 7.48% 11.58%
t-statistic 1.75 -0.27 1.26 3.57
Skewness -0.89 0.04 —-0.08 0.40
Kurtosis 1.79 0.97 0.18 4.86
Jarque-Bera 50.86 7.65 0.49 194.11
Autocorrelation (1 month) 0.17 0.05 0.07 0.29
Autocorrelation (2 months) 0.03 -0.09 -0.11 0.12
Average monthly premium 0.60% —0.06% 0.20% 0.86%
Median monthly premium 1.27% 0.19% 0.19% 0.59%
Maximum monthly premium 11.20% 10.37% 6.05% 15.54%
Minimum monthly premium _1842%  -8.86%  —6.10%  —13.62%

Table 3 shows the descriptive statistics for the Swiss premiums of the four Carhart factors RMRF
(Market factor, excess return of the “market” from the database over the CHF call money rate),
SMB (Size factor “Small Minus Big”, zero-investment factor mimicking portfolio for market cap-
italization), HML (Value factor “High Minus Low”, zero-investment factor mimicking portfolio
for book-to-market) and UMD (Momentum factor “Up Minus Down”, zero-investment factor
mimicking portfolio for one-year past return). Additionally, the standard deviation, t-statistic,
skewness, kurtosis, Jarque-Bera test, autocorrelations, as well as median, maximum and minimum
premium are shown. All calculations have been based on monthly premiums from January 1990
to December 2005. The portfolios have been rebalanced quarterly.

shows that size and value premiums in Switzerland are time-varying and signifi-
cant in several subperiods. Market and momentum premiums are by contrast
consistently positive for all subperiods analysed.

Earlier research confirms these results. While the market factor is indisputable
by taking into account the numbers of Table 2, size, value, and momentum need
further assessment. The negative size effect is not in line with the size effect of
most other countries that show a significantly positive premium. However, for
Switzerland, Liew and VassarLou (2000) find a premium of —4.13% p.a. from
1986 to 1996, based on a quarterly rebalancing and a small sample divided into
27 subportfolios from (3x3x3) sequential sorts. This result is not significantly
different from zero, either. This confirms our results, and even more so if we
compare them with the early subperiods of this study in Table 4. Further support
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Table 4: Premiums of the Swiss Factors for Different Subperiods
Based on Quarterly Rebalancing

Subperiod RMRF SMB HML UMD
Subperiods of 4 years

1990-1993 4.62% —7.47%* 7.03%** 13.80%***
1994-1997 15.16%** —4.37% -1.76% 3.78%
1998-2001 2.28% 4.80% -3.99% 10.64%**
2002-2005 6.58% 4.36% 8.10%*** 13.09%*
Subperiods of 8 years

1990-1997 9.89%** —5.92%** 2.64% 8.79%***
1998-2005 4.43% 4.58%* 2.05% 11.87%**

Table 4 shows for different subperiods the annualized Swiss premiums of the four Carhart factors
RMRF (Market factor, excess return of the market over the CHF call money rate), SMB (Size
factor “Small Minus Big”, zero-investment factor mimicking portfolio for market capitalization),
HML (Value factor “High Minus Low”, zero-investment factor mimicking portfolio for book-
to-market) and UMD (Momentum factor “Up Minus Down”, zero-investment factor mimicking
portfolio for one-year past return). All calculations have been based on monthly premiums from
January 1990 to December 2005. The portfolios have been rebalanced quarterly. *, ** and ***
stand for significance at the 10%-, 5%-, and 1%-Level.

comes from ARSHANAPALLI, COGGIN, Doukas, and SHEA (1998), who find a
Swiss size premium of —=2.37% p.a. from 1975-1996 and of as much as —7.41%
p.a. for the subperiod of 1990-1996." However, these results have been calcu-
lated without controlling the value and momentum effects. In sum, the magni-
tude of the size premium is in line with the results of other studies.

A look at the value premium in other studies shows a broad range of find-
ings, resulting from research on different time periods. It ranges from of 8.66%
p-a. (1986 to 1996) in Liew and Vassarou (2000) to 3.7% p.a. (1981 to 1992)
in CarauL, RowLEy, and SHARPE (1993), 3.49% p.a. (1975 to 1995) in Fama
and FrexcH (1998), and 2.67% p.a. (1975 to 1995) in ARsHANAPALLI, COGGIN,
and Doukas (1998). The premiums in the latter three papers are not isolated
from size and momentum effects and result from a comparably small sample of
companies. It must additionally be considered that the time frames are differ-
ent. Although the premium in LiEw and Vassarou (2000) is considerably larger

18 From 1990-1996, the premium in this study is —5.09%.
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than the average value premium of 2.35% p.a. in this paper, this does not con-
tradict our results as calculation methods and time periods are different. For
the 4-year subperiod from 1990-1993, which was included in most of the men-
tioned studies and described in Table 4, the premium in this paper is as high as
7.03% p.a. and positive in every year. Consequently, our value premium shows
a reasonable magnitude.

Through the literature, the validity of the momentum premium of 10.33%
is confirmed as well: ROUWENHORST (1998) shows an effect of 7.7% p.a. from
1980 to 1995, without, however, controlling for size or book-to-market. LiEw
and VassaLou (2000) find 9.01% p.a. from 1986 to 1996.

Finally, Graph 1 visualizes the cumulative premiums of the four factors RMRF,
SMB, HML, and UMD from 1990 to 2005. Graph 2 (pp. 16f.) shows the four
premiums with 95% confidence bounds, calculated by means of a Monte Carlo
simulation. From this point of view, the main results become apparent again: The
momentum effect has the highest premium and is significantly different from
zero, the market premium has the highest volatility, and the sign of the premi-
ums can vary considerably over time.

Graph 1: Cumulative Premiums of the Four Swiss Factors
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The correlations between the factors become important for a potential use in a
multifactor regression model. Low correlations improve the quality of the model
by preventing the model from multicolinearity.”” Table 5 shows the correlations
between the four factors. These results confirm the construction methodology of
the mimicking portfolios of SMB, HML, and UMD as most cross-correlations
are close to zero. The results indicate that size, value, and momentum effects can
be isolated properly from each other by the construction from 8 subportfolios.
However, the only one of the six cross-correlations that raises additional questions
due to its magnitude is the one between the market and the size factor of —0.57.
This issue will be addressed later in this paper. Nevertheless, this high negative
correlation is not surprising, as SMB is by definition short the large capitaliza-
tion stocks that dominate the value-weighted market factor RMRF.

Table 5: Correlations of Monthly Premiums of the Swiss Factors

RMRF SMB HML UMD
RMRF 1.00 -0.57 -0.14 -0.28
SMB -0.57 1.00 —-0.04 0.08
HML -0.14 -0.04 1.00 —-0.01
UMD -0.28 0.08 -0.01 1.00

Table 5 shows the correlations of the Swiss premiums of the four Carhart factors RMRF (Market
factor, excess return of the “market” from the database over the CHF call money rate), SMB (Size
factor “Small Minus Big”, zero-investment factor mimicking portfolio for market capitalization),
HML (Value factor “High Minus Low”, zero-investment factor mimicking portfolio for book-
to-market) and UMD (Momentum factor “Up Minus Down”, zero-investment factor mimicking
portfolio for one-year past return). All calculations have been based on monthly premiums from
January 1990 to December 2005. The portfolios have been rebalanced quarterly.

The comparison of these factor correlations with the six cross-correlations
obtained by CARHART (1997) for the four US factors from 1963 to 1993 further
confirms the validity. Four out of the six cross-correlations in the Swiss factor
model are smaller than the respective ones obtained by CARHART (1997) for the
US factor model. The same is true for the average correlation calculated from the
absolute values of the six correlations. Only the correlations of the market factor

19 See also CaruART (1997).
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with the size factor SMB and the momentum factor UMD are higher. Qualita-
tively, the same is true if we compare our results to CHAN, KARCEskI, and LAKON-
ISHOK (1998), presenting as well the cross-correlations of various US factors. All
reported correlations” are higher than the ones in this paper, with a correlation
of as much as —0.67 between the market and the size factor.

4.2 Robustness

One important question for the use and the deeper understanding of these pre-
miums is whether the results presented above are sensitive to the key assumptions
about the construction of the factors. This is even more essential because there
are questions about, for example, the negative average size premium, the high
kurtosis of the momentum factor, and the high negative correlation between the
market and the size factor.

The robustness of the results will be tested with respect to various assump-
tions. First, the chosen rebalancing horizon of three months could potentially
have an influence on the results. Second, the inclusion of micro caps could bias
the findings through inefficiencies in the market microstructure such as the bid-
ask spread. Third, the construction of the factors from 8 subportfolios is different
from the approach of Fama and FrReNcH (1993) and Liew and Vassarou (2000).
Therefore, the results of alternative approaches will be investigated. Fourth, the
comparison of the chosen value-weighted with the equally-weighted building
method is interesting in the light of a potential reduction of the correlations.
Fifth, an outlier analysis will examine the sensitivity of the descriptive statistics
to the tails of the distributions. Last, this subchapter will conclude with a study
of the influence of the January effect on the market, size, value, and momen-
tum premiums.

The first analysis is about different rebalancing periods. Instead of a quar-
tetly rebalancing, the factors could also be constructed with a shorter or a longer
rebalancing period. In addition to the standard case of a quarterly adjustment,
Table 6 (p.20) shows the descriptive statistics for a monthly, semi-annual and
annual rebalancing.

The results from a monthly rebalancing are almost the same. Surprisingly,
the average factor premiums become even slightly less pronounced. This shows
that there is no reason to apply a shorter rebalancing horizon. Although a more
frequent rebalancing would make the factors theoretically more accurate, this

20 The correlation between RMRF and UMD is not reported in CHAN, KaRCEsKI, and LAKON-
1sHOK (1998).
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approach is not realistic in practice due to transaction costs, which would increase
dramatically.”’ A semi-annual or annual rebalancing is methodologically less
appealing in comparison to the quarterly period, as they use less current infor-
mation. Table 6 confirms that the results are qualitatively the same. However, the
size factor shows a slightly different result for the annual rebalancing. Although
still not significantly different from zero, the average size premium gets posi-
tive. However, both the value and momentum premium decrease considerably,
which shows that the quarterly rebalancing is a good assumption as it pronounces
stronger the factor characteristics. The justification of the use of a quarterly rebal-
ancing is also shown by the high correlations of the factors constructed for dif-
ferent rebalancing horizons in Table 7 (p.21). In sum, Tables 6 and 7 show that
the results are robust to a variation in the rebalancing frequency. Therefore, the
application of the theoretically most appealing solution of a quarterly rebalanc-
ing is reasonable.

One other important issue is to test whether the results are sensitive to the
inclusion of all companies, as the data used for the smallest of the companies
could potentially be biased. From a theoretical point of view, there are several
reasons to use all listed companies: The most important one is that the number
of companies in Switzerland is comparably small. Consequently, there should be
a strong effort to include as many companies as possible in the analysis. A higher
number of companies per subportfolio increases the reliability of the results and
decreases the security-specific variation in premiums.

Tables 8 and 9 (pp. 23 ) show that the results have not changed substantially
after the exclusion of the smallest companies. In the first scenario of Tables 8
and 9, all companies with a market capitalization smaller than CHF 50 million
(approximately 13%) and in the second, all companies with a market capitaliza-
tion smaller than CHF 200 million (approximately 37%) have been excluded.”
The signs and the magnitude of the premiums remain the same for all three sce-
narios, however, SMB and HML tend to be a little more pronounced and UMD a
lictle less so. The stability of the results is also confirmed by Table 9, which shows
the high correlations between the calculated premiums of a factor from different
scenarios. There is no reason to set aside some companies. In other words, the
presented Swiss factor premiums are also robust to the inclusion or exclusion of
the smallest companies.

21 See for example Yu (2002).
22 The levels of CHF 50 and 200 million were an arbitrary choice, but they fulfil well the goal
of showing different scenarios of exclusionary criteria by market capitalization.
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Table 6: Premiums of the Swiss Factors for Different Rebalancing Horizons

RMRF SMB HML UMD
Average premium 7.22% -0.63% 2.18% 9.39%
o Standard deviation 16.30% 9.70% 7.41% 12.17%
f‘ g t-statistic 1.77 -0.26 1.18 3.09
g é Skewness -0.90 -0.04 0.17 0.50
=8 Kurtosis 1.91 1.06 0.38 4.67
Autocorrelation (1 month) 0.17 0.03 0.04 0.26
Correlation to RMRF 1.00 -0.55 —-0.14 -0.32
Average premium 7.16% —-0.67% 2.35% 10.33%
o Standard deviation 16.41% 9.92% 7.48% 11.58%
T £ estarstic 175 -0.27 1.26 357
& & Skewness -0.89 0.04 -0.08 0.40
&£ Kurtosis 1.79 0.97 0.18 4.86
Autocorrelation (1 month) 0.17 0.05 0.07 0.29
Correlation to RMRF 1.00 -0.57 -0.14 -0.28
Average premium 7.50% —0.27% 2.66% 10.01%
~ w0 Standard deviation 16.62% 9.74% 7.63% 12.15%
2 .5 cstatistic 1.80 -0.11 1.39 3.29
§ 5 Skewness —0.84 0.21 ~0.25 ~0.12
E£  Kurtosis 173 0.78 0.19 6.60
< Autocorrelation (1 month) 0.16 0.01 0.19 0.20
Correlation to RMRF 1.00 -0.60 -0.21 -0.29
Average premium 7.06% 0.73% 0.80% 6.44%
o Standard deviation 16.72% 10.03% 8.03% 11.21%
= g t-statistic 1.69 0.29 0.40 2.30
2 5 Skewness ~0.83 0.39 ~0.02 ~0.27
< £ Kurtosis 156 118 0.25 6.84
Autocorrelation (1 month) 0.17 0.04 0.20 0.20
Correlation to RMRF 1.00 -0.60 -0.17 -0.34

Table 6 shows the robustness of the premiums to the rebalancing horizon. In this regard, for a
monthly, quarterly, semi-annual and annual rebalancing the annualized Swiss premiums of the four
Carhart factors RMRF (Market factor, excess return of the “market” from the database over the CHF
call money rate), SMB (Size factor “Small Minus Big”, zero-investment factor mimicking portfolio
for market capitalization), HML (Value factor “High Minus Low”, zero-investment factor mimicking
portfolio for book-to-market) and UMD (Momentum factor “Up Minus Down”, zero-investment
factor mimicking portfolio for one-year past return) are presented. Additionally, standard deviation,
t-statistic, skewness, kurtosis, autocorrelation and correlation to the factor RMRF are shown. All
calculations have been based on monthly premiums from January 1990 to December 2005.
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Table 7: Correlations of the Swiss Factor Premiums
from Different Rebalancing Horizons

RMREF,,, RMRE,), RMRF,,, RMRF

v
RMREF,,, 1.00 1.00 1.00 0.99
RMRE,), 1.00 1.00 1.00 1.00
RMREF,,, 1.00 1.00 1.00 1.00
RMREF,,,, 0.99 1.00 1.00 1.00
SMB,, SMB,,, SMB,,, SMB,,,,
SMB,,, 1.00 0.95 0.92 0.88
SMB,, 0.95 1.00 0.95 0.90
SMB,,, 0.92 0.95 1.00 0.93
SMB,,,, 0.88 0.90 0.93 1.00
HML,, HML,,, HML,, HML,,,,
HML,, 1.00 091 0.80 0.73
HML,), 091 1.00 0.86 0.75
HML,, 0.80 0.86 1.00 0.85
HML,,,, 0.73 0.75 0.85 1.00
UMD,,, UMD, UMD, UMD,,,,
UMD,,, 1.00 0.88 0.85 0.72
UMD, 0.88 1.00 0.87 0.76
UMD, 0.85 0.87 1.00 0.86
UMD,,,, 0.72 0.76 0.86 1.00

Table 7 analyses the robustness of the results by means of the correlations between the calculated
premiums of a factor for different (monthly, quarterly, semi-annual and annual) rebalancing hori-
zons. The premiums analysed are from the four Swiss Carhart factors RMRF (Market factor, excess
return of the “market” from the database over the CHF call money rate), SMB (Size factor “Small
Minus Big”, zero-investment factor mimicking portfolio for market capitalization), HML (Value
factor “High Minus Low”, zero-investment factor mimicking portfolio for book-to-market) and
UMD (Momentum factor “Up Minus Down”, zero-investment factor mimicking portfolio for one-
year past return). The index of the factor describes the rebalancing horizon in months. All calcula-
tions have been based on monthly premiums from January 1990 to December 2005.
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The earlier discussion of the use of 8 subportfolios from 3 independent sorts
made clear that the use of 12 or 27 subportfolios is not applicable for the Swiss
stock market. Nonetheless, we tested these two alternative construction method-
ologies as well. The details of this analysis are not reported here, but are available
from the authors on request. The construction from 12 shows almost the same
results as from 8 subportfolios. The construction from 27 subportfolios, on the
other hand, changes three aspects in comparison with the standard approach.
First, the size premium changes to a positive sign. Second, the average momentum
premium increases from 10.33% p.a. to 14.77% p.a. Third, all volatilities of the
premiums increase. These results are not surprising, as the size premium is still
not significantly different from zero. The increase of the standard deviation was
expected as a result of the small number of stocks in the single subportfolios and
the related security-specific volatility. The increase of the UMD premium also
fulfils expectations because the use of three independent sorts normally results
in a higher pronunciation of the premiums in comparison with 2 sorts.

One observation from all the alternative construction methodologies analysed
so far is that none of them could substantially reduce the highly negative corre-
lation between market and size premiums of —0.57. An alternative that has the
potential to do so is the equally weighted construction of the factors. Although
value-weighted portfolios are more desirable from a practical point of view, as
they are investable and therefore closer to reality, there is also an argument favour-
ing an equally-weighted approach: This approach pronounces more the factor
characteristics themselves. The equally-weighted approach is less prone to the
domination by a few large capitalized stocks. However, our analysis shows that
the premiums are comparable for the value- and the equally-weighted method.
The correlations do not decrease substantially. For the realistic case of a value-
weighted market factor and equally-weighted size, value, and momentum fac-
tors, the correlations are almost the same or even somewhat higher than for the
construction from value-weighted factors.”” This shows that the results are robust
to the weighting scheme and that there is no benefit from employing an equally-
weighted methodology with respect to a lower correlation between RMRF and
SMB. The details of the analysis dealing with equally- and value-weighted factors
are not reported here, but are available from the authors on request.

Another observation that needs further investigation is that the distributions of
the premiums are skewed and fac-tailed for various factors, most importantly for

23 The use of an equally-weighted market factor decreases the correlation between RMRF and
SMB to —0.40, but marginally increases all the others. This is not a substantial improvement.
Furthermore, an equally-weighted market factor is not practical.
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Table 8: Premiums of the Swiss Factors Calculated from Databases
Excluding Different Size Groups

RMRE SMB HML UMD
Average premium 7.16% —-0.67% 2.35% 10.33%
Standard deviation 16.41% 9.92% 7.48% 11.58%
= tstatistic 1.75 -0.27 1.26 3.57
? Skewness -0.89 0.04 -0.08 0.40
2 Kurtosis 1.79 0.97 0.18 4.86
Autocorrelation (1 month) 0.17 0.05 0.07 0.29
Correlation to RMRF 1.00 -0.57 —-0.14 —-0.28
.,  Average premium 7.17% —0.85% 3.08% 10.51%
é}’l Standard deviation 16.42% 9.73% 7.36% 11.82%
,g t-statistic 1.75 -0.35 1.67 3.56
‘425 Skewness -0.89 -0.15 -0.04 0.41
£ Kurrosis 1.79 0.84 -0.17 4.38
$  Autocorrelation (1 month) 0.17 0.13 0.09 0.31
= Correlation to RMRF 1.00 -0.54 —0.14 -0.29
.,  Average premium 7.22% -1.40% 2.99% 8.99%
3 Standard deviation 16.48% 9.65% 8.18% 11.42%
?é’ t-statistic 1.75 -0.58 1.46 3.15
& Skewness ~0.88 0.15 ~0.23 0.32
S Kurtosis 1.78 112 0.46 317
Tz Autocorrelation (1 month) 0.17 0.08 0.01 0.27
= Correlation to RMRF 1.00 -0.48 -0.12 -0.28

Table 8 shows the robustness of the premiums to the in- and exclusion of micro and small caps.
In this paper, micro caps are defined as companies with a market capitalization of <CHF 50 mio.
(which holds for approximately 13% of full sample), small caps of <CHF 200 mio. (which holds
for approximately 37% of full sample). Annualized premiums of the four Swiss Carhart factors
RMRF (Market factor, excess return of the “market” from the database over the CHF call money
rate), SMB (Size factor “Small Minus Big”, zero-investment factor mimicking portfolio for market
capitalization), HML (Value factor “High Minus Low”, zero-investment factor mimicking portfo-
lio for book-to-market) and UMD (Momentum factor “Up Minus Down”, zero-investment factor
mimicking portfolio for one-year past return) are presented. Additionally, the standard deviation,
t-statistic, skewness, kurtosis, autocorrelation and the correlation to the factor RMRF are shown.
All calculations have been based on monthly premiums from January 1990 to December 2005
and on quarterly rebalancing.
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Table 9: Correlations of the Swiss Factor Premiums Calculated from Databases
Excluding Different Size Groups

RMRF Full RMRFexMicro RM RFexSmall
RMRF,,, 1.00 1.00 1.00
RMREF_,, 1.00 1.00 1.00
RMRF,, , 1.00 1.00 1.00

SI\/‘[BFuII SMBexMicm SMBexSmall
SMB,,, 1.00 0.94 0.78
SMB_ s 0.94 1.00 0.85
SMB._,.., 0.78 0.85 1.00

I_H\/ILFulI HMchMicro HMchSmall
HML,,, 1.00 0.93 0.78
HML_, ;.. 0.93 1.00 0.85
HML,, ., 0.78 0.85 1.00

UMDFull UMDcxMicro UMDchmall
UMD, 1.00 0.97 0.90
UMD, 0.97 1.00 0.94
UMD 0.90 0.94 1.00

exSmall

Table 9 analyses the robustness of the results by means of the correlations between the calculated
premiums of a factor for different sample definitions (full sample, sample with exclusion of micro
caps, sample with exclusion of small caps). In this paper, micro caps are defined as companies with
a market capitalization of <CHF 50 mio. (which holds for approximately 13% of full sample), small
caps of <CHF 200 mio. (which holds for approximately 37% of full sample).The premiums ana-
lysed are from the four Carhart factors RMRF (Market factor, excess return of the “market” from
the database over the CHF call money rate), SMB (Size factor “Small Minus Big”, zero-investment
factor mimicking portfolio for market capitalization), HML (Value factor “High Minus Low”, zero-
investment factor mimicking portfolio for book-to-market) and UMD (Momentum factor “Up
Minus Down”, zero-investment factor mimicking portfolio for one-year past return). The index
of the factor describes which database has been used. All calculations have been based on monthly
premiums from January 1990 to December 2005 and on quarterly rebalancing.
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the market and the momentum factor. Whether these characteristics are respon-
sible for the significance of the results will be tested by analysing the influence of
the outliers on the results. This is evaluated by comparing the main findings to
distributions resulting from an elimination of the outliers at the 1%-, 5%- and
10%-levels. Table 10 (p. 26) shows the resulting descriptive statistics for the dis-
tributions that lack the respective tails. Most importantly, the statistics confirm
earlier findings that in Switzerland, the market and momentum premiums are
significantly positive and the size premium is negative. The positive value pre-
mium becomes significant even for the scenario of outlier elimination at the 10%
level. This shows that the premiums do not result from outliers.

Last but not least, the influence of the January effect on the factors must be
clarified. CHER, Masmoubi, and SURET (2003) as well as Hawawint and Keim
(1998) discuss this issue extensively. CHAN, KaRcEsk1, and LAkoNIsHOK (1998),
Drew and VEERARAGHAVAN (2002), and many others find that the factors are
stronger in January than in the other months. Whether this is also true for Swit-
zerland may be seen in Table 11 (p. 27). It becomes clear that the January effect
is strong for the SMB and HML and not observable for the RMRF and UMD
premiums. This means that in the Swiss stock market, the size and the value
premiums are influenced by the January effect. In January, the premiums are
significantly positive, but in the other months they are not significantly differ-
ent from zero. This finding, however, has to be interpreted with care as there are
only 16 observations. Although the January effect detected does not question
earlier findings it may be an important insight for the application of the Swiss
Carhart model to time-series regressions. The explanatory power of the model
could potentially be increased by the use of a January dummy.

In summary, this section shows that the factors are robust to the key assump-
tions of the construction methodology. A change in the rebalancing horizon, the
exclusion of small capitalization stocks, the use of more subportfolios, the appli-
cation of an equally-weighted factor construction, or the elimination of outliers
all do not affect the characteristics of the premiums substantially. The results are
confirmed by the robustness tests. Finally, the January effect detected in the SMB
and HML premiums could help to increase the explanatory power of the Swiss
Carhart model in a time-series regression. Whether this is true will be tested later
in this paper. Before doing so, we will compare our results to US premiums.
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Table 10: Premiums of the Swiss Factors for Different Levels of Outlier-Elimination

RMRF SMB HML UMD

Average premium 7.16% —-0.67% 2.35% 10.33%

8 Standard deviation 16.41% 9.92% 7.48% 11.58%
§ t-statistic 1.75 —-0.27 1.26 3.57
% Skewness ~0.89 0.04 ~0.08 0.40
= Kurtosis 1.79 0.97 0.18 4.86
Jarque-Bera 50.86 7.65 0.49 194.11

.3 Average premium 7.69% -0.77% 2.37% 10.32%

¢ < Standard deviation 15.56% 9.36% 7.20% 10.42%
£ 2 tstristic 1.98 ~0.33 1.32 3.96
g ; Skewness -0.75 -0.06 -0.07 0.54
= ,lg Kurrosis 112 0.25 -0.05 3.12
©  Jarque-Bera 27.49 0.62 0.17 86.26

g Average premium 8.81% —0.74% 2.44% 9.77%

S~ Standard deviation 13.38% 8.18% 6.42% 8.25%
£ 7 estristic 2.63 ~0.36 152 473
2 & Skewness -0.60 -0.03 —-0.05 0.01
5 ig Kurtosis 0.34 -0.63 -0.40 0.29
©  Jarque-Bera 11.97 3.01 1.31 0.64

S Average premium 10.51% -1.23% 2.82% 9.61%

2 Standard deviation 1158%  748%  S77%  7.16%
€2 tsuistic 3.63 ~0.66 1.96 5.37
§ § Skewness -0.37 -0.15 0.05 0.14
= ;E Kurtosis -0.37 -0.77 -0.63 -0.35
2 Jarque-Bera 5.02 4.88 2.96 1.48

Table 10 shows the robustness of the average premiums to outliers. In this regard, for a 1%-, 5%-
and 10%-level half of this number has been eliminated on both tails of the distribution (e.g. for
192 observations and an elimination of outliers at the 5%-level, the 5 highest and the 5 lowest
observations have been eliminated). Annualized premiums of the four Swiss Carhart factors RMRF
(Market factor, excess return of the “market” from the database over the CHF call money rate),
SMB (Size factor “Small Minus Big”, zero-investment factor mimicking portfolio for market capi-
talization), HML (Value factor “High Minus Low”, zero-investment factor mimicking portfolio for
book-to-market) and UMD (Momentum factor “Up Minus Down”, zero-investment factor mim-
icking portfolio for one-year past return) are presented. Additionally, standard deviation, t-statistic,
skewness, kurtosis and Jarque-Bera test are shown. All calculations have been based on monthly
premiums from January 1990 to December 2005 and on quarterly rebalancing.
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Table 11: January Seasonality of the Premiums in the Swiss Factors

RMRF SMB HML UMD
Monthly average premium 0.60% -0.06% 0.20% 0.86%
B Monthly standard deviation 4.74% 2.86% 2.16% 3.34%
g t-statistic 1.75 -0.27 1.26 3.57
E Skewness -0.89 0.04 -0.08 0.40
Kurtosis 1.79 0.97 0.18 4.86
Monthly average premium 0.50% 1.37% 1.27% 0.33%
. Monthly standard deviation 4.48% 3.22% 2.44% 3.17%
§ t-statistic 0.45 1.70 2.09 0.41
. Skewness -0.01 1.23 —-0.80 -0.23
Kurtosis -1.01 3.60 0.53 0.56
2 Monthly average premium 0.61%  —-0.19% 0.10% 0.91%
§ Monthly standard deviation 4.77% 2.80% 2.11% 3.36%
i t-statistic 1.68 ~0.88 0.61 3.59
§ Skewness -0.95 -0.14 -0.05 0.44
i" Kurtosis 1.98 0.47 0.34 5.15

Table 11 shows the robustness of the premiums to the January effect by presenting average pre-
miums for January alone and for all other months. Monthly premiums of the four Swiss Carhart
factors RMRF (Market factor, excess return of the “market” from the database over the CHF call
money rate), SMB (Size factor “Small Minus Big”, zero-investment factor mimicking portfolio for
market capitalization), HML (Value factor “High Minus Low”, zero-investment factor mimicking
portfolio for book-to-market) and UMD (Momentum factor “Up Minus Down”, zero-investment
factor mimicking portfolio for one-year past return) are presented. Additionally, standard devia-
tion, t-statistic, skewness and kurtosis are shown. All calculations have been based on monthly
premiums from January 1990 to December 2005 and on quarterly rebalancing. The numbers for
the month January have to be interpreted with care as they resulted from only 16 observations.
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4.3 Comparison to US Premiums

We aim to gain some more insights on the validity of the Swiss premiums with
the following comparison to an international dataset. For this purpose, the highly
recognized and often applied US premiums provided by Kenneth French on his
homepage are used as reference. To make the descriptive statistics comparable,
the premiums in Table 12 are also calculated on a monthly basis from January
1990 to December 2005.

Table 12: Premiums of the US Factors

RMRF,,  SMB,, HML, UMD,
Average premium (annualized) 7.17% 2.32% 4.35% 10.92%
Standard deviation (annualized) 14.66% 12.91% 11.89% 16.79%
t-statistic 1.96 0.72 1.46 2.60
Skewness -0.65 0.80 0.13 -0.70
Kurtosis 0.93 7.50 2.63 5.63
Jarque-Bera 20.61 470.86 55.73 269.19
Autocorrelation (1 month) 0.02 -0.04 0.10 -0.05
Autocorrelation (2 months) -0.02 0.02 0.06 -0.06
Average monthly premium 0.60% 0.19% 0.36% 0.91%
Median monthly premium 1.04% 0.12% 0.33% 1.23%
Maximum monthly premium 10.30% 21.87% 13.71% 18.40%
Minimum monthly premium -16.20% -16.58% -12.66% —-25.05%

Table 12 shows the descriptive statistics for the US premiums of the four Carhart factors RMRF
(Market factor, excess return of the US market), SMB (Size factor “Small Minus Big”, zero-invest-
ment factor mimicking portfolio for market capitalization), HML (Value factor “High Minus
Low”, zero-investment factor mimicking portfolio for book-to-market) and UMD (Momentum
factor “Up Minus Down”, zero-investment factor mimicking portfolio for one-year past return).
Additionally, the standard deviation, t-statistic, skewness, kurtosis, Jarque-Bera test, autocorrela-
tions, as well as median, maximum and minimum premiums are shown. The premiums have been
taken from the homepage of Prof. Kenneth French. All calculations have been based on monthly
premiums from January 1990 to December 2005.

Many analogies with the Swiss premiums in Table 3 may be found by looking
at Table 12. The market premiums are similar, with a slightly higher standard
deviation of the Swiss premium. The momentum premiums also have the same
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magnitude and are the largest ones in both markets. In accordance with the Swiss
premiums, SMB,;; and HML, are both not significantly different from zero,
although the value premium is somewhat larger in the US than in Switzerland
and the US size premium — also the least pronounced — is positive. The stand-
ard deviations of the size, value, and momentum premiums in the US are up to
5%-points larger than in Switzerland, showing that the monthly Swiss premiums
are more stable than their US counterparts. This evidence supports the Swiss fac-
tors observed in this study, as the US-factors show average descriptive statistics
that are quite similar to the Swiss factors presented in this paper.

Table 13 presents the national and international cross-correlations of the Swiss
and US factors. It shows that the correlation of —0.57 between the Swiss market
and size factors is of similar magnitude as the correlation between RMRF ;s and
HML  of —0.50 or between SMB,; and HML ;s of —0.45. In addition, the broadly
applied US factors have higher average cross-correlations than the Swiss factors.
For these reasons, the Swiss factors are confirmed from this perspective as well.

Table 13: Correlations of Monthly Premiums of the Swiss and the US Factors

RMRF,, SMB., HML, UMD, RMRF, SMB, HML, UMDy

RMRF,, [ 1.00

SMB,, | -0.57 1.00

HML,, | -0.14 -0.04 1.00

UMD, | -0.28 008  —0.01 1.00

RMREF,, | 0.68 -034 —020 -0.33 1.00

SMB, 004 020 000 —0.05 021 1.00

HML -0.12 -0.06 0.32 0.00 —-0.50 -0.45 1.00

UMD -0.19 0.13 —-0.08 0.38 -0.18 0.12 —-0.05 1.00

Table 13 shows the correlations of the Swiss and the US premiums of the four Carhart factors
RMREF (Market factor, excess return of the market over the risk-free rate), SMB (Size factor “Small
Minus Big”, zero-investment factor mimicking portfolio for market capitalization), HML (Value
factor “High Minus Low”, zero-investment factor mimicking portfolio for book-to-market) and
UMD (Momentum factor “Up Minus Down”, zero-investment factor mimicking portfolio for
one-year past return). The indices CH and US mark Swiss- and US-factors respectively. All US
factor premiums are from the homepage of Kenneth French. All Swiss factor premiums are cal-
culated as described in this paper. The correlations have been calculated from monthly premiums
from January 1990 to December 2005.
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A look at the correlation between US and Swiss factors in Table 13 confirms
earlier international findings. The two market factors are strongly correlated,
but the size, value, and momentum factors have low correlations. This shows
that the Swiss factors contain information on the Swiss market not included in
the US-factors. This structure is in accordance with Fama and FrRencH (1998)
and GRIFFIN (2002). They also find that size, value, and momentum factors are
country-specific. Not global, but local forces determine the time-series of the fac-
tors. It may be therefore concluded that the presented Swiss factors have a high
relevance for further research in the Swiss stock market and may not be replaced
by US-factors. Supported by these results, we will test the explanatory power of
the Swiss Carhart factors in the following section.

4.4 Explanatory Power

The four Swiss Carhart factors developed in this paper show reasonable char-
acteristics, are robust to the key assumptions and are validated by various tests.
The only missing validation is to investigate their explanatory power for Swiss
portfolio returns. This will be tested by regressing the excess returns of the eight
size-, value-, and momentum-sorted subportfolios on the premiums of the four
factors RMRF, SMB, HML, and UMD. The subportfolios are optimal testing
portfolios because they are sufficiently diversified and differentiated with respect
to the characteristics in focus. This approach is in accordance with that of Fama
and FrRENCH (1993), DaNIEL and TrtMaN (1997), DREw and VEERARAGHAVAN
(2002), GrIFFIN (2002), VaIHEKOSKI (2004), PETKOVA (2006), and others.

The constant, the factor loadings, and the adjusted R? of these regressions are
presented in Table 14. These results show that the Swiss Carhart factors have
high explanatory power, as the adjusted R? are all between 0.69 and 0.93, with
half of them equal to or higher than 0.86. Every single element of the model is
important as well, as proven by the highly significant factor loadings. The SMB-
factor loadings are positive and highly significant for portfolios with small capi-
talization stocks, but small or even negative for the others. The same differen-
tiation is true for high and low book-to-market and high and low momentum
portfolios. Finally, the constant c is not significantly different from zero in seven
out of eight regressions, which is another sign for a good model specification. In
sum, the Swiss Carhart factors as defined in this paper perform well in jointly
explaining Swiss stock returns.

Different versions of this model are also tested after including a dummy vari-
able for the January effect. This takes into account that a January effect has
been detected in the Swiss size and value premiums. However, the quality of the
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model does not increase. The results not reported here show lower adjusted R?
persistently.

Table 14: Explanatory Power of the Factors with Respect to the Returns
of the Eight Subportfolios

Subportfolio c b s v m adj R
A S N
S/H/D O e aoan are  csy 0
SILIU ((1)82)2 (zé:ggf (1;:82)6 ((1);3)9 (ZZ)S 069
SLD VSO G o SR X
B/H/U (jg%z (13:22? (?82)4 (223)1 (2%0 071
0% orty  Gsy assy oy O
B/L/U (:(2):(4)8)2 (3;:82)4 (?2%6 (:?:(1)3)1 (18%)7 092
SLD 0002 0925  -0061 0169 0654

(0.93) (20.88) (-0.87) (-2.21) (-12.91)

Table 14 shows the estimates of constants, factor loadings and adjusted R-squares from regres-
sions of the excess returns of the eight subportfolios on the Swiss Carhart factor premiums. The
estimates are based on the linear regression model

R

Subportfolio,t

— RE, = ¢,+ b,RMRF, + s,SMB,+ v, HML,+ m, UMD, + e,

where Ry, .51, 8 the return of the subportfolio at time #, RF, is the CHF call money rate at time
t, ¢, is a constant over the whole time period 7, RMRF, is the excess return of the market portfolio
from the database over the CHF call money rate at time t, SMB,, HML, and UMD, are the Swiss
zero-investment factor mimicking portfolios for size, value and momentum at time zand &, s, v;
and 7, are the factor loadings over the whole time period 7 for the respective factors and ¢, is the
error term at time £ The Swiss factors are constructed as described in this paper. All estimates have
been based on monthly data from January 1990 to December 2005 (192 months).
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5. Conclusion

CARHART (1995) applies an extension of the CAPM to performance evaluation,
taking into account not only the market factor, but also mimicking portfolios
for the size, value, and momentum effect. Although this model has become
highly recognized and is broadly applied in financial research, no such risk fac-
tors existed for the Swiss stock market so far. This paper fills this gap by develop-
ing these Switzerland-specific risk factors from a comprehensive sample, taking
into account several local characteristics, such as the relatively small number of
stocks in the market.

We find that the market factor has an average premium of 7.16% p.a. Of the
three factor-mimicking portfolios for the size, value, and momentum effect,
the last one is the most pronounced with an average premium of 10.33% p.a.
The value premium has an annualised average of 2.35% and the size premium
of —0.67%. While the positive difference from zero is significant for the momen-
tum factor, the average size and value premiums are not significantly different
from zero, possibly due to strong time-varying behaviour.

The validation of the factor premiums and the investigation of their robustness
is an important prerequisite for future research activities based on these Swiss fac-
tors. In this regard, we find low correlations between most factors, both in absolute
terms and in comparison to earlier international studies. Additionally, a change in
rebalancing horizon, the exclusion of small capitalization stocks, the use of more
subportfolios, the application of an equally-weighted factor construction, and the
elimination of outliers do not substantially affect the characteristics of the premi-
ums. Furthermore, the results are confirmed by comparisons to the US market and
to earlier research. In sum, we show that the Switzerland-specific factor premiums
are robust to the key assumptions of the construction methodology.

Finally, we find high explanatory power in a regression of excess portfolio
returns on these factors, confirming their relevance to the Swiss stock market.

References

ARreTz, KEVIN, SOHNKE M. BARTRAM and PeTER F. Pore (2006), “Macroeco-
nomic Risks and the Fama and French/Carhart Model”, Unpublished work-
ing paper, Lancaster University Management School.

ARSHANAPALLI, Bara, T. Danier CoGGIN and Joun Doukas (1998), “Multi-
factor Asset Pricing Analysis of International Value Investment Strategies”,
Journal of Portfolio Management, 24, pp. 10-23.



Risk Factors for the Swiss Stock Market 33

ARSHANAPALLI, Bara, T. DanieL CoGGIN, JouN Doukas and H. Davip SHEa
(1998), “The Dimensions of International Equity Style”, Journal of Invest-
ing, 7, pp- 15-30.

AsNEss, CLIFFORD ScoTT (1994), “Variables that Explain Stock Returns: Sim-
ulated and Empirical Evidence”, Unpublished Ph.D. dissertation, Graduate
School of Business, University of Chicago.

BarRrAS, LAURENT, OLIVIER SCAILLET and Russ WERMERSs (2005), “False Dis-
coveries in Mutual Fund Performance: Measuring Luck in Estimated Alphas”,
Unpublished working paper, University of Geneva.

Banz, RoLr W. (1981), “The Relationship between Return and Market Value of
Common Stocks”, Journal of Financial Economics, 9, pp.3-18.

Bauman, Scort W., MrrcHELL C. CONOVER and RoOBERT E. MiLLER (1998),
“Growth versus Value and Large-Cap versus Small-Cap Stocks in Interna-
tional Markets”, Financial Analysts Journal, 54, pp.75-89.

BovrLeN, Nicoras P. B. and JerrreY A. Busse (2005), “Short-Term Persist-
ence in Mutual Fund Performance”, The Review of Financial Studies, 18,
pp- 569-597.

BRENNAN, MICHAEL J., TARUN CHORDIA and AVANIDHAR SUBRAHMANYAM (1998),
“Alternative Factor Specifications, Security Characteristics, and the Cross-
Section of Expected Returns”, Journal of Financial Economics, 49, pp. 345-373.

CarauL, CarLO, IaN RowLEYy and WiLLiam F. SHARPE (1993), “International
Value and Growth Stock Returns”, Financial Analysts Journal, 49, pp.27-36.

CARHART, MARK (1995), “Survivor Bias and Persistence in Mutual Fund Per-
formance”, Unpublished Ph.D. dissertation, Graduate School of Business,
University of Chicago.

CARHART, MARK (1997), “On Persistence in Mutual Fund Performance”, The
Journal of Finance, 50, pp.679—698.

CAUCHIE, SEVERINE, MARTIN HoEsLI and Dusan Isakov (2004), “The Deter-
minants of Stock Returns in a Small Open Economy”, International Review
of Economics and Finance, 13, pp. 167-185.

Cuan, Louis K. C., JasoN Karceskr and Joser LakoNisHOK (1998), “The Risk
and Return from Factors”, The Journal of Financial and Quantitative Analy-
sis, 33, pp. 159-188.

CHeN, JoserH and Harrison Hong (2002), “Discussion of ‘Momentum and
Autocorrelation in Stock Returns’”, The Review of Financial Studies, 15,
pp- 565-573.

DanieL, KENT and SHERIDAN TrrMmaN (1997), “Evidence on the Characteris-
tics of Cross Sectional Variation in Stock Returns”, The Journal of Finance,
52, pp. 1-33.



34 AMMANN/ STEINER

DeBonDpT, WERNER F. M. and Ricaarp H. THALER (1985), “Does the Stock
Market Overreact?”, The Journal of Finance, 40, pp.793-805.

Drew, MicHAEL E. and MapHU VEERARAGHAVAN (2002), “A Closer Look at
the Size and Value Premium in Emerging Markets: Evidence from the Kuala
Lumpur Stock Exchange”, Asian Economic Journal, 16, pp.337-351.

Fama, EuGgene F. and KeENnNETH R. FrRENCH (1992), “The Cross-Section of
Expected Stock Returns”, The Journal of Finance, 47, pp. 427-465.

Fama, EuGenE F. and KeENNETH R. FRENCH (1993), “Common Risk Factors
in the Returns on Stocks and Bonds”, Journal of Financial Economics, 33,
pp- 3-56.

Fama, EUuGeNE F. and KenneTH R. FRENCH (1998), “Value versus Growth: The
International Evidence”, The Journal of Finance, 53, pp.1975-1998.

Ferson, WAYNE E. and Rubr W. ScuapT (1996), “Measuring Fund Strategy
and Performance in Changing Economic Conditions”, The Journal of Finance,
51, pp.425—-40l.

GayseLs, Eric (1998), “On Stable Factor Structures in the Pricing of Risk: Do Time-
Varying Betas Help or Hurt?”, The Journal of Finance, 53, pp. 549-573.

GRIFFIN, JouN M. (2002), “Are the Fama and French Factors Global or Country
Specific?”, The Review of Financial Studies, 15, pp.783—803.

GRUNENFELDER, THOMAS (1999), “Style Investment and Interest Rate Cycles in
Switzerland”, Finanzmarkt und Portfolio Management, 13, pp.302-317.

Hawawini, GABRIEL and DoNaLp B. Keim (1998), “The Cross Section of
Common Stock Returns: A Review of the Evidence and Some New Find-
ings”, Unpublished working paper, The Wharton School, University of
Pennsylvania.

JeGaDEESH, NARASIMHAN and SHERIDAN TiTMAN (1993), “Returns to Buying
Winners and Selling Losers: Implications for Stock Market Efficiency”, The
Journal of Finance, 48, pp. 65-91.

JeGaDpeEsH, NaRASIMHAN and SHERIDAN TiTMAN (2001), “Profitability of
Momentum Strategies: An Evaluation of Alternative Explanations”, The Jour-
nal of Finance, 56, pp.699-720.

L’'Her, Jean-Francors, TAREK MasmouDprt and JEAN-MaRrc SURET (2003), “Evi-
dence to Support the Four-Factor Pricing Model from the Canadian Stock
Market”, Unpublished working paper.

LAKONISHOK, JOSEF, ANDREI SHLEIFER and RoBerT W. Visuny (1994), “Con-
trarian Investment, Extrapolation and Risk”, The Journal of Finance, 49,
pp- 1541-1578.

LEWELLEN, JONATHAN (2002), “Momentum and Autocorrelation in Stock
Returns”, The Review of Financial Studies, 15, pp. 533-563.



Risk Factors for the Swiss Stock Market 35

Liew, Jimmy and Maria Vassarou (2000), “Can Book-to-Market, Size and
Momentum be Risk Factors that Predict Economic Growth?”, journal of
Financial Economics, 57, pp.221-245.

LiN, WENLING (20006), “Performance of Institutional Japanese Equity Fund Man-
agers”, Journal of Portfolio Management, 32, pp. 117-127.

LINTNER, JOoHN (1965), “The Valuation of Risk Assets and the Selection of Risky
Investments in Stock Portfolios and Capital Budgets”, Review of Economics
and Statistics, 47, pp. 13-37.

PeTkOVA, RALITSA (2006), “Do the Fama-French Factors Proxy for Innovations
in Predictive Variables?”, The Journal of Finance, 61, pp.581-612.

ROSENBERG, BARR, KENNETH REID and RoNALD LANSTEIN (1985), “Persua-
sive Evidence of Market Inefficiency”, Journal of Portfolio Management, 11,
pp.9-17.

RouweNHORsT, K. GEERT (1998), “International Momentum Strategies”, 7he
Journal of Finance, 53, pp.267-284.

SuaRrPE, WiLLIAM F. (1964), “Capital Asset Prices: A Theory of Market Equilib-
rium under Conditions of Risk”, The Journal of Finance, 19, pp.425—442.

StarT™MAN, DENNIS (1980), “Book Values and Stock Returns”, The Chicago MBA:
A Journal of Selected Papers, 4, pp.25—45.

VAIHEKOSKI, Mika (2004), “Portfolio Construction for Tests of Asset Pricing
Models”, Financial Markets, Institutions ¢ Instruments, 13, pp. 1-39.

VaN Dk, MatHIjs A. (2006), “Is Size Dead? A Review of the Size Effect in
Equity Returns”, Unpublished working paper, Ohio State University.

SUMMARY

The four risk factors controlling for the market, size, value, and momentum effect
have become a state-of-the-art framework for various applications in financial
markets research. However, previous work shows that these broadly recognized
risk factors are country-specific. For these reasons, this paper develops and analy-
ses these factors for the Swiss stock market from January 1990 to December 2005,
building on a high quality dataset and taking into account specific characteris-
tics of the Swiss stock market. We find a negative size premium of —0.67% p.a.
and a positive value premium of 2.35% p.a. Both, however, show a time-varying
character. The momentum effect is the most pronounced with a premium of
10.33% p.a. The results are robust and validated by a comparison to data from
the US. Furthermore, we find that the explanatory power of the factors is high,
confirming their relevance to the Swiss stock market.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Perceptual
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /PDFA1B:2005
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (sRGB IEC61966-2.1)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /DEU <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [595.276 841.890]
>> setpagedevice




