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SHAREHOLDER VALUE CREATORSIN THE S& P 500:
YEAR 2003

Abstract

During 2003, 87% of the companies in the S&P 500 created value, compared to just
17% in 2002. The market value of the 500 companies in 2003 was $10.1 trillion, compared to
$7.9 trillion in 2002.

The top shareholder value creators in 2003 were Intel, Cisco, Citigroup, General
Electric and Exxon. We define created shareholder value and provide the ranking of created
shareholder value for the 500 companies.

We also calculate the created shareholder value of the 500 companies over the
eleven-year period 1993-2003. General Electric was the top shareholder value creator and
AT&T, the top shareholder value destroyer during the period.

On the average, the small cap companies in the S&P 500 were more profitable than

the large caps. The volatility of the S&P 500 fell over the period 1998 to 2003, but the
volatility of its components increased on the average.

JEL Classification: G12, G31, M21

Keywords. shareholder value creation, created shareholder value, equity market value,
shareholder value added, shareholder return, required return to equity, EVA.



SHAREHOLDER VALUE CREATORSIN THE S& P 500:
YEAR 2003

I ntroduction

In this paper, we quantify shareholder value creation for the 500 companies in the
S&P 500 in December 2003. We provide the created shareholder value for each and every
company for the years 1993-2003. Only 412 companies (out of the 500) traded as of
December 31, 1992.

In section 1, created shareholder value is defined and calculated for the S&P 500 as
a whole. Section 2 has the ranking of created shareholder value for the 500 companies in the
11-year period 1993-2003. Section 3 shows the shareholder return of the ten most profitable
and the ten least profitable companies during the period 1993-2003. Section 4 shows the
relation between shareholder return in successive years, and section 5 shows the relation
between shareholder return and size. In section 6 we can see that the volatility of the S&P
500 index fell over the period 1998 to 2003, while the volatility of its components increased
(on the average).

Appendix 1 contains the shareholder value creation in each year of the period 1993-
2003 for the companies in the S&P 500 in December 2003. Appendix 2 has the ranking of
created shareholder value for the 500 companies in the 11-year period 1993-2003. Appendix
3 has the ranking of shareholder return for the 500 companies in 2003.

1. Definition of created shareholder value

We define created shareholder value following Fernandez (2002, chapter 1). To
obtain the created shareholder value, we must first define the increase of equity market value,
the shareholder value added, the shareholder return, and the required return to equity.

The equity market value of a listed company is the company’s market value, that is,
the price of the share multiplied by the number of sharesinthease of equity market value
in a given year is the equity market value at the end of that year less the equity market value at
the end of the previous year.

Shareholder value added is the term used for the difference between the wealth held
by the shareholders at the end of a given year and the wealth they held the previous year.



The shareholder value added is calculated as follows:

Shareholder value added =
Increase in equity market value
+ Dividends paid during the year
— Outlays for capital increases
+ Other payments to shareholders (discounts on par value, share buy-backs....)
— Conversion of convertible debentures

The shareholder return is the shareholder value added in one year, divided by the
equity market value at the beginning of the year. Shareholder return = Shareholder value
added / Equity market value.

The required return to equity is the sum of the interest rate of long-term Treasury
bonds plus a quantity which is usually called the company’s risk premium and which depends
on its risk.

Required return to equity = return of long-term treasury bonds + risk premium

A company creates value for the shareholders when the shareholder return exceeds
the share cost (the required return to equity). In other words, a company creates value in one
year when it outperforms expectations. The created shareholder value is quantified as
follows:

Created shareholder value = Equity market val@@hareholder return — Ke

As the shareholder return is equal to the shareholder value added divided by the
equity market value, the created value can also be calculated as follows:

Created shareholder value = Shareholder value added — (Equity market Kalue

Consequently, the value created is the shareholder value added above expectations,
which are reflected in the required return to equity.

Table 1 shows in simplified form the relationship between three variables which are
sometimes confused: increase of equity market value, shareholder value added, and created
shareholder value.

Table 2 contains the market value, the shareholder return, the shareholder value
added and the created shareholder value of the S&P 500 for the years 1993-2003

1 The shareholder value creation must be adjusted to dollars of a base year in order to sum and compare
correctly the shareholder value creation of several years. We have adjusted the shareholder value creation of
1999 to dollars of 2003 in the following way:

1,819 = 1,28X% (1+Keygg X (1+Keynon) X (1+Keyge) X (1+Keygg9). Ke is the required return to equity.



Table 1. Increase of equity market value, shareholder value added, and created shareholder value

Increase of equity market value Equity market value- Equity market valug;

Shareholder value added

Created shareholder value

+ dividends + repurchases — conversions

Increase of equity market value — payments from shareholders

Shareholder value added — (Equity market valie)

Table 2. S& P 500. Market value, shareholder return, shareholder value added and

created shareholder value ($ billion)

7,271
6,283

—1,408
301
11.0%

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2(@8al
Market value 3,306 3,346 4,588 5,626 7,555 9,942 12,31 11,735 10,467 8,107 10,285
A Market value 291 41 1,242 1,037 1,929 2,388 2,368 -575 -1,269 -2,359 2,178
A Shareholder value added 304 44 1,257 1,054 1,877 2,159 2,092 -1,121 -1,395 -2,313 2,324
Shareholder value creation:
current dollars -48 -300 828 600 1,257 1,431 1,282 2,43 -2,463 -3,259 1,694
constant dollars (2003) -124 -695 1,699 1,121 2,115 2,195 1,819 -3,116 -2,895 -3,513 1,694
Shareholder return 10.1% 1.3% 37.6% 23.0% 33.4% 28.6% 21.0% -9.1% -11.9% -22.1% 28.7%
Index level 466 459 616 741 970 1,229 1,469 1,32 1,148 880 1,112
% of companies with:
Shareholder return > 0 74% 53% 93% 81% 89% 67% 53% 61% 49% 30% 94%
Shareholder value creation > 0 53% 33% 82% 70% 79% 54% 47% 54% 36% 17% 87%

2. Shareholder value creators

Table 3 shows the top ten value creators and value destroyers for the years 1993-2003.

Table 3. Top ten value creators and value destroyer s for the years 1993-2003

Top shareholder value creators. Shareholder value created in $ million 03
1 2 3 4 5 6 7 8 9 10
General Motors General Electrip Motorola Ford Motor Sears Rockbuck Intel Humanga ChevronTexpco Eastmar Kodak Orgcle
1993 34,693 26,548 23,569 22,291 19,591 15,002 12,000 11,165 10,43 10,33
Microsoft Intl.Bus.Mach. Coca-Cola Motorola Johnson&Johnson Oracle Hewlett-Pagkard Du Pont E | De [lemours ~ Micror| Tech. Archer-Dpnls-Midl
1994 22,097 16,427 10,017 9,747 9,674 8,738 8,335 7,497 6,704 5,565
Merck & Co. General Electrid Altria Gp. Coca-Cola Exxon Mobi Archer-Danls-Nlidl  Johnson&Joljnson AT&T Hewlett-Pafckard BellSogth
1995 60,288 56,129 50,884 44,040 38,667 36,523 32,053 31,160 30,07 29,184
Intel Microsoft General Electric SBC ommun. Coca-Cola Intl.Bus.Mach. Exxon Mopil Altria Gp. Cisco Sysfems Procter & Gamble
1996 108,851 77,420 66,670 60,063 56,652 53,440 30,721 28,639 23,59 23,421
General Electric Microsoft Pfizer Bristol Myers Squipb Lilly Eli Wal-Mart Storgs AT&T Procter & Gamble Merck & do. Coca-Cola
1997 107,104 76,588 61,602 58,873 54,375 54,197 49,754 47,730 38,91 37,56
Microsoft Lucent Tech Wal-Mart Store: Cisco Systemg General Elegtric Intel Dell Intl.Bus.Mach. Time Wgrner Pfize]
1998 255,193 136,402 129,658 123,835 114,173 106,712 105,828 103,877 89,601 85,712
Microsoft Cisco Systems General Electri Oracle Wal-Mart Stdres Qualcomim Sun Microslystems Citigrou Yahpo EME
1999 300,043 260,360 212,247 177,409 156,671 147,871 123,031 97,044 95,046 94,143
Altria Gp. Lucent Tech American Intl.Gy. Pfizer Wyeth Citigroup Medtronic| Sanmina-Sci Lilly Eli Tyco Intl.
2000 65,650 62,973 57,082 52,395 35,184 31,729 30,858 29,629 28,888 27,80
Microsoft Intl.Bus.Mach. Bank of Americq Dell AT&T Lowe’s Companies  Best Buy C§. Ebay First Dath. Johnson&Jdghnson
2001 117,571 60,055 29,994 24,363 24,062 19,890 10,552 9,872 9,784 9,646
Boston Scientific|  Bank of Americ: Wachovia Lockheed Marti Procter & Gafnble  Newmont Mjning SLM UnitedHealth|Gp. Hallibufton Apdllo Gp.*
2002 7,037 6,667 5,148 3,613 3,576 3,055 2,322 2,312 2,294 2,101
Intel Cisco Systems Citigroup General Electri Exxon Mobll Altria Gp. SBC Comntun. Home Depo Texas Inpsts. FleetBostpn Finl.
2003 101,152 72,969 62,648 57,570 32,095 29,750 25,319 23,387 22,86 20,60p




Top shareholder value destroyers. Shareholder value destroyed d in $ million 03
1 2 3 4 5 6 7 8 9 10
Altria Gp. Wal-Mart Stores Merck & Col Home Depot Bristol Myers Sqpibb - Johnson&Johnson  Apple Computers Limited Bfands Amgen Novel
1993 -59,160 -56,812 -34,323 -17,866 -16,683 -15,452 -13,021L -11,952 -10,704 -10,648
Wal-Mart Store General Motors General Elegtric AT&T Exxon Mobil Ford Motor Pepsicol Verizon Comms. PG&E Bank One
1994 -30,078 -27,967 -17,932 -17,884 -14,587 -13,,675 -13,48 -11,779 -11,538 -10,54!
Motorola Toys R Us Holding Co.  Wal-Mart Stofes Novell EMC Archer-Danls-Midl  Apple Comptiters Home Depot Advd.Micro Devc. Reebok Infl.
1995 -9,472 -7,380 -6,308 -4,769 -4,420 -4,096 -3,366 -3,243 -2,895 -2,869
AT&T Electronic Data Systen|s BellSout SBC Commun. Viacom ‘B’ UnitedHealth Gp. Micron Tech. Kellogg PG&E Wal-Mart Stdres
1996 —24,961 -10,652 -9,548 -9,468 -9,181 -8,821 -6,972| -6,592 -6,228 -5,611
HCA Oracle Eastman Kodak Motorola Boeing Nike ‘B’ First Data Intel Boston Scientific 3M
1997 -17,196 -15,963 -14,295 -10,453 -10,338 -8,512 —-7,921 —7,809 —6,591 —4,973
Schlumberger| Boeing Cendant| Du Pont E | De Nemours Coca-Cola Walt Disney Citigraup Computer Asgocs. Intl. Allstate Kellogg
1998 -30,416 -30,108 —24,232 -18,731 -18,425 -17,378 -15,204 -14,634 -13,058 -11,572
Altria Gp. Pfizer Coca-Cola Lilly Eli Wachovia Xerox Wyeth Merck & Co. Bank One Schering-Plough
1999 -112,275 -64,673 45,012 —43,205 42,443 -39,914 -37,748 -36,311 -35,340 -33,87!
Microsoft Lucent Tech. Cisco Systems Yahoo AT&T Time Warner Intel Dell Wal-Mart Stores Qualcomm
2000 -577,230 -286,986 -188,232] -156,902 -156,488 -153,154) -136,3p3 -135,014 -125,912 -109,779
Cisco System: EMC General Electric Oracle Merck & Co American Int.Gp.  Sun Microsystems Pfizer Qwest Comms.Intl.  Bristol Myers Squibb
2001 -195,598 -157,583 -128,559 -126,531 -110,630 72,921 72,078 —69,871 —63,456 -57,561
General Electri¢ Intel Microsoft Time Warner Tyco Intl. Intl.Bus.Mach Citigroup Pfizer American Intl.Gp. Home Depo|
2002 -195,593 -137,679 -120,839 -104,670 -102,217 -98,541 -89,697 -79,86p -78,335 -77,845
Merck & Co. Johnson&Johnson Verizon Comms.  Schering-Plough AT&T Kohls SBC Cominun. Lockheed Martin Microsqft Eastman Kpdak
2003 -23,169 14,524 13,426 —-8,493 5,327 5,015 —4,815 —4,440 3,287 -3,109

The top shareholder value creators in 2003 were Intel ($101,152 million), Cisco
Systems ($72,969 million), Citigroup ($62,648 million), General Electric ($57,570 million),
Exxon Mobil ($32,095 million), Altria Group ($29,750 million), SBC Communications
($25,319 million), Home Depot ($23,387 million), Texas Instruments ($22,863 million) and
FleetBoston Financial ($20,606 million). In 2001 Microsoft was the top shareholder value
creator and Cisco, the top shareholder value destroyer. In 2000 Altria (ex-Phillip Morris) was
the top shareholder value creator and Microsoft, the top shareholder value destroyer; but in
1999 it was the other way around.

Appendix 1 shows the ranking of created shareholder value for the years 1993-
2003. In 2003, 87% of the 500 companies created value, while in 2002 only 17% (86 of the
498 companies) created value. The percentage of value creators was 36%, 54%, 47%, 54%,
79%, 70%, 82%, 33% and 53% in the years 2001, 2000, 1999, 1998, 1997, 1996, 1995, 1994
and 1993, respectively.

Table 4 shows the ranking of created shareholder value for the biggest companies.
As can be seen in this table, the top value creators and destroyers are always the large cap
companies. Microsoft was the top value creator in four years and the top value destroyer in
one yeatr.



Table 4. Ranking of created shareholder value for the biggest companies
in each year of the period 1993-2003 ($ millions)

1993 | 1994| 1995| 1994 199[7 19b8 19b9 ZdOO 2&)01 2b02 P003
General Electric 11,217 -8,295 29,035 37,597 66,498 77,166 154,180,072 -111,016 -182,82 57,57
Ranking 2 -3 2 3 1 5 3 -10 -3 -1 4
Microsoft —4,055 9,476 10,987 40,968 44,95 163,964 208,40#44532 99,513 -11,89 -3,287
Ranking -10 1 17 2 2 1 1 -1 1 -3 H9
Exxon Mobil -2,022 -6,747 20,002 17,324 22,311 20,431 9,081 1,2348,035 -46,458 32,09%
Ranking —31 -5 5 7 11 22 45 170 -11 -15 5
Pfizer -3,248 1,126 13,201 9,906 38,247 57,916,965 41,776 -60,336 74,647 20,298
Ranking -17 20 11 14 3 9 -2 4 —7 -8 n1
Citigroup 2,715 -2,446 8,809 7,257 20,00910,163 70,067 2523 -19,411 -83,84 62,648
Ranking 13 —25 25 17 15 -7 8 6 -34 -7 3
Wal-Mart Stores -23,689 -13,73 -3,23 -3,139 33,503 87,469 113,75100,393 1,511 -51,305 -2,807
Ranking -2 -1 -3 -10 5 2 5 -9 56 =12 +412
Intel 5,603 -1,918 17,141 56,369 -4,515 67,817 60,6804,248 -9,812 —126,828 101,152
Ranking 6 —41 6 1 -8 7 10 —7 428 -2 1
American Intl.Gp. 805 761 9,393 3,702 20,858 18,878 33,187 45513 -62,97 -732 (12,133
Ranking 56 28 20 42 13 23 19 3 - - B8
Cisco Systems 2,573 —-62 8,907 12,269 8,162 79,071 179,802 -143;861,864 —49,764 72,969
Ranking 16 170 23 10 39 4 2 -3 -1 -13 2
IBM 1,369 7,297 5,636 29,414 22,284 69,316 16,660,014 51,545 91,865 17,326
Ranking 32 2 34 6 12 6 30 -14 2 —6 15
Johnson & Johnsop  —6,489 4,454 16,547 5,038 15,888 17,817 5,662 5,767 8283033 -14,524
Ranking —6 4 7 30 21 26 74 57 10 -21 -2
Procter & Gamble —693 719 10,607 13,207 29,634 7,531 17,083,111 -5,301 3,343 12,768
Ranking 336 34 18 9 8 51 29 -15 399 5 33
Coca Cola -1,305 4,626 22,745 31,897 23,2832433 -32,688 -5,484 44969 -16,112 12,09
Ranking —A47 3 4 4 10 -5 -3 408 -12 —42 39
Bank of America -1,733 -2,022 5,897 6,677 4,938 3,419 22552476 25,901 6,232 13,746
Ranking -3 -3 31 22 61 -33 -12 —44 3 2 27
Altria Gp. -24,339 362 25,863 15951 12,78 15,35981,185 52,214 780 -14,923 29,75
Ranking -1 249 3 8 26 31 -1 1 100 —49 6
Merck -14,443 2,355 31,061 12,082 24,142 41,23426,372 50,21 -95533 -12,701 -23,16p
Ranking -3 10 1 11 9 13 -8 2 =5 438 -1
General Motors 14,128-12,547 5,051 -442 3,685 5271 8,5667-17,619 -2,736 -8,007 9,397
Ranking 1 -2 36 383 83 60 48 =30 352 411 51
AT&T -3,674 -8,047 15,679-13,692 30,106 16,933 -7,101 -122,691  20,552-19,267 -5,327
Ranking -14 -4 8 -1 7 29 -36 -4 4 -35 )

Table 5 shows the top ten value creators and destroyers during the eleven-year
period 1993-2003. General Electric was the top shareholder value creator ($197,930 million)
and AT&T was the top shareholder value destroyer (-$113,698 milkgpendix 2 shows
the created shareholder value of the companies in the S&P 500 during thié. period

2 Only 412 companies (out of the 500) traded as of December 31, 1992.



Table 5. The top ten value creators and destroyers during the period 1993-2003 ($ millions 2003)

| Top ten shareholder value creators
Shareholder value creation
93-03 Shareholder return Market Value (MV)

93-03| % of MV. 03 93-200B 199 2003
1 GENERAL ELECTRIC 197,93 63.60% 16.70% 73,02 311,066
2 MICROSOFT 159,867 54.00% 23.70% 23,483 295,987
3 INTEL 158,227 75.60% 25.50% 18,109 209,85
4 IBM 150,999 94.70% 21.20% 28,77 159,449
5 CITIGROUP 128,875 51.50% 28.00% 5,313 250,402
6 DELL 88,349 101.50% 41.40% 1,756 87,0p3
7 _CISCO SYSTEMS 78,164 46.70% 32.50% 4,791 167,268
8 PROCTER & GAMBLE 69,84 53.90% 14.90% 36,449 129,507
9 ORACLE 67,574 97.70% 30.60% 3,983 69,161
10 JOHNSON & JOHNSON 66,271 43.20% 15.50% 33,063 153,3p4

Top ten shareholder value destroyers

1 AT&T —113,698 ~709.10% —2.00% 68,116 16,084
2 SBC COMMUNICATIONS —79,534 -92.10% 6.50% 22,174  86,3p9
3 TIME WARNER —66,233 —84.80% 48.70% 164 78,105
4_VERIZON COMMS. 50,087 —51.70% 7.00% 22187 96,875
5 TYCO INTL. —35216 —66.50% 18.80% 850 52976
6 ELECTRONIC DATAS. 28423 —241.10% —1.20% 6,779  11,7p8
7 TOYSRUS 28386  —1052.00% —10.00% 1,681 2,694
8 NOVELL 28274  —719.10% —-8.70% 8,505 3,982
9 WALT DISNEY 26,928 —56.40% 5.30% 22541  47,7]8
10 BANK ONE -25 —49.10% 6.70% 12,296  50,9p5

Table 6 shows the ranking of shareholder value creators and destroyers as a
percentage of their market value in 2003.



Table 6. Thetop ten value creators and destroyers as a per centage
of their market value during the period 1993-2003 ($ millions 2003)

Top ten shareholder value creators
Shareholder value creation
93-03 Shareholder return Market Value (MV)
93-03 % of MV. 03 93-2003 1992 2008
1 HUMANA 7,855 213.40% 11.10% 3,249 3,681
2 SEARS ROEBUCK 22,01 190.60% 12.10% 15,711 11,54
3 ITT INDUSTRIES 12,11 176.90% 19.20% 8,59 6,847
4 FORD MOTOR 47,708 169.40% 10.80% 20,928 28,16
5 ROCKWELL AUT. 10,092 152.10% 18.50% 6,416 6,631
6 CIGNA 11,283 139.70% 13.20% 4,206 8,074
7 DELL 88,349 101.50% 41.40% 1,756 87,00
8 MEREDITH 1,937 98.60% 21.00% 420 1,965
9 ORACLE 67,574 97.70% 30.60% 3,983 69,16
10 1BM 150,999 94.70% 21.20% 28,77 159,44
Top ten shareholder value destroyers
1 TOYSRUS -28,386  —1052.00% —10.00% 1,681 2,698
2 DILLARDS -12,698 -972.70% —-9.00% 5,149 1,304
3 WINN-DIXIE STORES -12,221  -867.30% —-9.00% 5,886 1,404
4 GOODYEAR TIRE -1,518 —835.80% —-10.30% 4,899 1,37
5 DYNEGY —9,492 —791.80% —5.50% 1,674 1,199
6 NOVELL —28,274 —719.10% —8.70% 8,505 3,937
7 AT&T -113,698 —709.10% —2.00% 68,116 16,034
8 GT. LAKES CHEM. -9,098  —661.30% —6.10% 4,937 1,374
9 ALLEGHENY TECHS. -6,043  -566.80% —5.10% 1,144 1,064
10 PARAMETRIC TECH. -5,577  -531.60% —4.60% 1,358 1,044

As can be seen imable 6, the shareholder value creation of seven companies was
higher than their market value, due to dividend payments and share repurGahtes.
shows Sears’ evolution each year of the period. This company reduced the number of shares
outstanding during 1998, 1999, 2000, 2001 and 2003.

Table 7. Sears. Market value, shareholder return, shareholder value added

and shareholder value creation ($ millions)

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2008l
Market value 18,542 16,176 15,204 18,01 17,738 16,282 11,48 11,613 15,052 7,567 11,546
A Market value 2,832 —2,367 -971 2,806 -272 -1,456 -4,801 132 3,439 —7,485 3,979 |-4,164
A Shareholder value added 9,686 -1,865 11,806 3,079 23 -792 -4,368 2,045 4,658 -7,315 7,21 24,16¢
Shareholder value creation:
current dollars 7,976 -3,673 9,818 1,633 -1,953 -2,458 -565 896 3,674 -8,568 6,645 | 8,334
constant dollars (2003) 19,591 -8,22 19,567 2,973,203 3685 -7,858 1,132 4,278 -9,208 6,645 24,01
Shareholder return 61.7% —10.1% 73.0% 20.2% 0.1% -4.5% —26.8% 17.8% 40.1% -48.6% 95.3%| 12.1%
Shares (millions) 350.7 351.6 389.9 391.5 398831 378 3342 316 316 253.8
A shares (millions) 5.4 1 382 17 05 -89 51 -438 -182 0 -621 {915




Table 8 shows the ranking of increase and decrease of equity market value (in
absolute value) during the period 1992-2003. Microsoft had the highest increase and AT&T,
the highest decrease.

Table 8. Top ten companies with highest increase and decr ease of equity market value
during the period 1992-2003 ($ millions 2003)

Companies with highest increase of equity market value
Shareholder value creatioh ’L
93-03 Shareholder retur Market Value (MV)
93-03 % of MV. 03 93-2003] 1992 2003
1 MICROSOFT 159,867 54.00% 23.70% 23,483 295,937
2 PFIZER 43,527 16.10% 19.30% 23,901 269,622
3 CITIGROUP 128,875 51.50% 28.00% 5,313 250,402
4 GENERAL ELECTRIC 197,93 63.60% 16.70% 73,02 311,066
5 EXXON MOBIL 56,994 21.00% 12.80% 75,917 271,002
6 INTEL 158,227 75.60% 25.50% 18,109 209,35
7 CISCO SYSTEMS 78,164 46.70% 32.50% 4,791 167,268
8 WAL-MART STORES 59,858 26.10% 12.20% 73,56 229,589
9 AMERICAN INTL.GP. 53,458 30.90% 17.00% 24,541 172,855
10 IBM 150,999 94.70% 21.20% 28,77 159,449
Companieswith highest decrease of equity market value

1 AT&T -113,698 —709.10% —-2.00% 68,116 16,034
2 TOYS R US —28,386 —1052.00% —10.00% 11,681 2,698
3 EASTMAN KODAK —6,53 —88.80% 1.30% 13,171 7,356
4 NOVELL —28,274  —719.10% —8.70% 8,505 3,932
5 WINN-DIXIE STORES -12,221  _867.30% -9.00% 5,886 1,409
6 SEARS ROEBUCK & CO. 22,01 190.60% 12.10% 15,711 11,546
7 DILLARDS —12,698 —972.70% —9.00% 5,149 1,305
8 GT.LAKES CHEM. —-9,098 —-661.30% —6.10% 4,937 1,376
9 GOODYEAR TIRE -11,518 -835.80% —10.30% 4,899 1,378
10 CENTERPOINT EN. —6,583 —222.00% 0.10% 5,941 2,966

Table 9 shows the ranking of the percentage of increase and decrease of equity
market value during the period 1992-2003. Starwood had the highest increase and Toys R Us,
the highest decrease.



Table 9. Top ten companies with highest percentage of increase and decr ease of equity market value
during the period 1992-2003 ($ millions 2003)

Companieswith highest percentage increase of market value 1992-2003

Shareholder value creatiof
93-03 Shareholder return  Market Value (MV)
93-03| % of MV. 03 93-2003 | 1992  200B A MV.
1 STARWOOD —720 —9.90% 25.50% 12 7,237 59561%
2 TIME WARNER —66,238 —84.80% 48.70% 164 78,105 7668%
3 CLEAR CHL. COMMS. —6,842 —23.70% 35.80% 187 28,828 5329%
4 BIOGEN IDEC 2,307 19.20% 34.10% 80 12,023  1495p%
5 WASTE MAN. —20,706 —120.10% 6.70% 154 17,241 11118%
6 QUALCOMM —4,96 —1.50% 38.70% 503 43,148 8485%%
7 EXPRESS SCRIPTS 2,075 39.80% 28.90% 65 5,218 78P6%
8 NORTH FORK BANC. 3,698 60.20% 31.20% 88 6,138 684b%
9 ALLIED WASTE INDS. -3,51 —120.60% 10.30% 45 2,911 6411%
10 TYCO INTL. -35,216 —66.50% 18.80% 850 52,976 6134%
Companieswith highest percentage decrease of mar ket value 1992-2003
1 TOYS R US —28,386  —1052.00% -10.00% 11,681 2,698 —76.90P6
2 AT&T —113,698 —709.10% —2.00% 68,116 16,034  —76.50%
3 WINN-DIXIE STORES —12,221 —867.30% -9.00% 5,886 1,409 -76.10%
4 DILLARDS 'A' —12,698 —972.70% —9.00% 5,149 1,305  —74.60%
5 GIT. LAKES CHEM. —9,098 —661.30% —-6.10% 4,937 1,376  —72.10%
6 GOODYEAR TIRE -1,518 —835.80% -10.30% 8R9 1378 —71.90%
7 NOVELL —28,274 —719.10% —-8.70% 8,505 3,932 -53.40%
8 HERCULES —2,185  —161.50% -3.10% 2,766 1,353 -51.10%
9 CENTERPOINT EN. —6,583  —222.00% 0.10% 5,941 2,966 —50.10%
10 DELUXE -3,77 —180.50% 5.70% 3,922 2,089 —46.70%

3. Shareholder return

Table 10 shows the shareholder return of the top ten most and least profitable
companies during the period 1993-2003. It can be seen that Time Warner was the most
profitable company (48.7%), and that Goodyear Tire was the least profitable company

(—=10.3%) in this period.
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Table 10. Top ten most and least profitable companies during the period 1993-2003

Thetop ten most profitable companies during 1993-2003
Shareholder value creation 93{@&hareholder retun  Market Value (MY)
93-03 | % of MV. 03 93-2003 1992 2003
1 TIME WARNER —66,238 —84.80% 48.70% 164 78,105
2 DELL 88,349 101.50% 41.40% 1,756 87,003
3 QUALCOMM —4,96 —1.50% 38.70% 503 43,148
4 CLEAR CHL. COMMS. —6,842 —23.70% 35.80% 187 28,828
5 ALTERA 6,554 76.40% 35.40% 259 8,579
6 MAXIM INTEGR. PRDS. 9,995 61.30% 35.00% 398 16,292
7 BIOGEN IDEC 2,307 19.20% 34.10% 80 12,023
8 BEST BUY CO. 12,131 71.50% 33.60% 438 16,961
9 CISCO SYSTEMS 78,164 46.70% 32.50% 4,791 167,268
10 APPLIED MATS. 25,104 66.50% 32.00% 1,296 37,732
Thetop ten least profitable companies during 1993-2003
1 GOODYEAR TIRE -1,518 —835.80% —10.30% 4,899 1,378
2 TOYSRUS —28,386  —1052.00% —10.00% 11,681 2,698
3 WINN-DIXIE STORES -12,221 —867.30% —9.00% 5,886 1,409
4 DILLARDS —12,698 —972.70% —9.00% 5,149 1,305
5 NOVELL —28,274 —719.10% —8.70% 8,505 3,932
6 DELTAAIRLINES —6,669 —457.40% —6.40% 2,528 1,458
7 GIT. LAKES CHEM. —9,098 —661.30% —6.10% 4,937 1,376
8 DYNEGY —9,492 —791.80% —5.50% 1,674 1,199
9 ALLEGHENY TECHS. —6,043 —566.80% -5.10% 1,144 1,066
10 PARAMETRIC TECH. —5,577 —531.60% —4.60% 1,358 1,049

4. Shareholder return in successive years

Table 11 shows the most and least profitable companies during 2003. It can be seen
that Avaya was the most profitable and Winn-Dixie Stores (-33.69%), the least profitable
company in 2003. But the most profitable companies in 2003 had a very low profitability in
2002.Appendix 3 shows that 469 companies had positive return and 31 had negative return
during that year. But the top ten most profitable companies in 2003 had negative shareholder
return in 2002, and nine of them had negative return in 2001.

Table 12 shows the correlation of the companies’ return in one year and their return
in the previous year (with and without five extreme values). It can be seen that the correlation
is not constant. Only in 1998, 2001, 2002 and 2003 was the correlation significant.

Figure 1 shows shareholder return in 2002 and 2003. The correlation was negative.
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Table 11. Top ten most and least profitable companies during 2003

Themost profitable companiesin 2003

Shareholder return

Shareholder returr

2000 | 2002 | 2003 02-03 | 01-03
1 AVAYA 17.9% -79.8% 425.8% 32%  83.7%
2 WILLIAMS COS. —29.0% —89.0% 266.0% -36.6%  37.5%
3 DYNEGY —54.2% -953% 262.8% -58.8%  18.4%
4 PMC-SIERRA —73.0% -73.8% 261.5% —2.8%  -0.8%
5 NOVELL —12.0% —27.2% 215.3% 51.5%  40.5%
6 CORNING -83.0% —62.9% 215.1% 8.1% —18.8%
7 AES —705% —-815% 212.6% —24.0%  -2.6%
8 SANMINA-SCI —48.1%  —77.4% 180.6% —20.4%  13.4%
9 YAHOO —41.0%  -7.8% 175.4% 59.3%  17.6%
10 U.S. STEEL 4.1%  —26.7% 170.5% 40.8%  41.2%
| Theleast profitable companiesin 2003
1 WINN-DIXIE STORES —24.1% 8.7% —33.7% ~15.1%  —20.4%
2 EASTMAN KODAK —21.9%  255% —23.8% —2.2% -15.9%
3 NEWELLRUBBERMAID  25.2%  12.9% —22.4% -6.4%  -1.0%
4 KOHLS 15.5%  —20.6% —19.7% —20.1%  —2.5%
5 SCHERING-PLOUGH —35.9%  —36.4% —19.1% —283% —19.7%
6 AT&T 40.7% -21.3% —18.8% —20.1% 4.5%
7 QWESTCOMMS. INTL.  —65.4%  —64.6% —13.6% —44.7% -33.1%
8 MERCK -35.9%  -1.3% -11.2% -6.4% —17.2%
9 KING PHARMS. 8.7%  —59.2% —11.2% -39.8%  -1.2%
10 DTE ENERGY 13.1%  16.0% —10.4% 2.0% 0.4%

Table 12. Companiesin the S& P 500. Correlation between the companies' return
in one year and thereturn in the previous year

Correlation (R; R;.1) 1994 1993 1996 1997 1998 1999 2000 2001 2002 2003
All companies 0.14 -0.00 0.12 0.47 046 Q.15 -0.11 —0.24 |0.19 —0.36
Without 5 extreme values 0.05 0.1 0J04 006 Q.16 (0.11 +0.01 |-0.2| 0.15 +0.29
Figure 1. Relation of thereturn in 2003 and the return in 2002
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5. Shareholder return and size

Table 13 shows the companies with the highest and the lowest market value in 1992.
It shows their market value in 2003, the shareholder return and the shareholder value creation
during the period 1993-2003. On the average, the small cap companies were more profitable.

Table 13. Top ten companies with highest and lowest market value during 1992

| Companieswith highest market valuein 1992
Shareholder value creation 93-0B Shareholder return Market Value (MV)
93-03 | % of MV. 03 93-2003 1992 | 2008
1 EXXON MOBIL 56,994 21.00% 12.80% 75,917 271,002
2 WAL-MART STORES 59,858 26.10% 12.20% 73,56 229,989
3 GENERAL ELECTRIC 197,93 63.60% 16.70% 73,02 311,466
4 ALTRIA GP. 31,173 28.20% 12.60% 68,854 110,536
5 AT&T —113,698 —709.10% -2.00 68,116 16,084
6 COCACOLA 17,638 14.20% 9.90% 54,852 124,414
7 MERCK 31,838 31.00% 10.20% 49,751 102,7P5
8 PROCTER & GAMBLE 69,84 53.90% 14.90% 36,449 129,917
9 BRISTOL MYERS 10,154 18.30% 8.90% 34,968 55,464
10 JOHNSON & JOHNSON 66,271 43.20% 15.50% 33,063 153/334
Companieswith lowest market valuein 1992

1 STARWOOD —72 -9.90 25.50% 12 7,237
2 ALLIED WASTE INDS. -3,5 —120.60% 0.30% 45 2,911
3 EXPRESS SCRIPTS 2,075 39.80% 28.90% 65 5,218
4 BIOGEN IDEC 2,307 19.20% 34.10% 80 12,023
5 NORTH FORK BANCORP. 3,698 60.20% 31.20% 88 6,138
6 AUTONATION —11,587 —229.30% @240% 141 5,053
7 _PMC-SIERRA —2,18 —62.90% 5.30% 142 3,473
8 NOBLE 1,432 29.90% 20.90% 152 4,787
9 WASTE MAN. —20,706 —120.10% 6.70% 154 17,241
10 ROBERT HALF INTL. 3,247 81.30% 32.00% 155 3,996

Figure 2 shows the relation of shareholder return in the eleven-year period 1993-
2003 and size (measured as the log of the market capitalization at the beginning of the period,
in 1992). There is some relation. The correlation is -0.38 and the R-squared is 0.15 because
the small companies were more profitable (on the average).

Figure 2. Relation of shareholder return and size of the companiesin the S& P 500 in the period 1993-2003
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Figure 3 shows the relation of shareholder return in 2003 and size (measured as the log
of the market capitalization) in 2002. The slope of the regression is -0.086 and the R-squared is
0.098 (that is, the difference in size explained only 9.8% of the retigyre 4 plots the
relation of the ranking of shareholder return and the ranking of size. The slope of the regression
is -0.26 and the R-squared 0.069.

Figure 3. Relation of shareholder return and size of the companiesin the S& P 500 in 2003
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Figure 4. Relation of shareholder return and size of the companiesin the S& P 500 in 2003
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6. Volatility of the S& P 500 and its components

As seen inTable 14, the volatility of the S&P fell over the period 1998 to 2003, but

the volatility of its components increased. The reason was that the correlation between the
companies declined.
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Table 14. Annual volatility of the S& P 500 and its components

500 companies: 1993| 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Average 30% 29% 27% 25% 2600 29% 32% 36% 39% 40% 39%
Median 27% 27% 24% 22% 23% 26% 29% 34% 36% 36% 35%

Maximum 83%| 80% 75% 67% 63% 63% 74% 79% 8b% 9B% 93%

Minimum 10%| 13% 12% 12% 12% 14P0 16% 17% 17% 19% 18%

S&P 500:

monthly data 6% 11% 5% 11% 1600 21% 18% 17% 20% 1% 11%
daily data 8% 10% 8% 12% 18P 20% 1&}3% 2% 21% 25% 17%
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