
A Theory of the Nominal Character of Stock 
Securities 
 
 
Bernard Dumas, Marcel Savioz 
 
 

SNB Working Papers 
3/2020



DISCLAIMER 
 
The views expressed in this paper are those of the author(s) and 
do not necessarily represent those of the Swiss National Bank. 
Working Papers describe research in progress. Their aim is to 
elicit comments and to further debate. 
 
 
 
 
COPYRIGHT© 
 
The Swiss National Bank (SNB) respects all third-party rights, in 
particular rights relating to works protected by copyright (infor-
mation or data, wordings and depictions, to the extent that these 
are of an individual character). 
 
SNB publications containing a reference to a copyright (© Swiss 
National Bank/SNB, Zurich/year, or similar) may, under copyright 
law, only be used (reproduced, used via the internet, etc.) for 
non-commercial purposes and provided that the source is menti-
oned. Their use for commercial purposes is only permitted with 
the prior express consent of the SNB. 
 
General information and data published without reference to a 
copyright may be used without mentioning the source. To the 
extent that the information and data clearly derive from outside 
sources, the users of such information and data are obliged to 
respect any existing copyrights and to obtain the right of use from 
the relevant outside source themselves. 
 
 
 
 
LIMITATION OF LIABILITY 
 
The SNB accepts no responsibility for any information it provides. 
Under no circumstances will it accept any liability for losses or 
damage which may result from the use of such information. 
This limitation of liability applies, in particular, to the topicality, 
accuracy, validity and availability of the information. 
 
ISSN 1660-7716 (printed version) 
ISSN 1660-7724 (online version) 
 
© 2020 by Swiss National Bank, Börsenstrasse 15,  
P.O. Box, CH-8022 Zurich

Legal Issues



       


   

 



          
           
          
          
          
            
         
           
            
          
           
          
      

              
               
            
           
           
           
          
          
             
            
              
              
              
             
               
      

             
 

          
          



1



2

         
        
           
            
            
            
   

 

           
            
            
            
            
         
           
          
         
           
            
             
   

              
          
         
         
            
           

           
          
          
         
          
     

         
             

            
             
           
               
             
      

   
            

            
        





             
             
           
         
             
            
            
          
     

          
           
             
          
           
         
            
           
              
             
  

          
          
          
             
           
         
            
            

            
             
           
         
           
             
  

            
           
         
        

             
              
            
           

            
            



32



4

            
          
             
            
  

         
             
             
               
            
           
          

            
              
          
          
            
              
            
             
          
              
            
            
            
    

     

          
             
           
           

           
            
          
           
         
 

          
             
             
              
             
          
         





54

          
          
          
           
            
          
            
            
             
            
            
                
           
           
             
            
             
             
          

            
           
             
           
              
           
             
            
            
           
       

             
               
              
             
            
          
             
           
               

               


              
             
              
 

            
              





6

             
               
             
            
              
                 
           
    

           
         
            
             
          
            

          
             
         
           
            
        
          
           
           
         
              
             
             
     

           
         
          
             

            
 

              
              
            
           
          

   
           

          
                
             
             
              
            






6 7

          
     

  
    

            
             

            
             
             
                
            
                  
               
          
    

            
          
      

            
       

     












  





     

             
            
           
     

          
             
             
             
               
             


           
              
             









  





8

 

  
   

      

   

  

          

    
   

              
               
           

         
  


  

          

        

  

  
  

          
             
           
          
       
              
   

            

         

           
         
         

             
             
            

               
             
            





8 9

             
           
              
            
            
 

     

             

  

                   
         
           


         

                
                

        

        
        

         



  




 


 

 


 
 

 





    

     












  





    

    

         
 

 

  



            
             
            

          
                

           





10

              
     

       

            
   

            
               
                 


  

 

      
 

    


 

   

          
  

     

            
            
            
         
              
               
           
               
              


        

          
 




   



     

          
              
              

              
             

            
 

             
             





10 11

            
        

     

         
 



  
    

   
 

  


   

  

  




  






  






                
      

   


  

           


  




  
   


  




  
   

 

 







  







  



             
              

 

  


   





           








  
   







  
   

                





12

             
            
            
            
           
   

           
 

   

 
 

  


 




 








  







  

 




             
 

 
 


  


              

     

  


   

   





         


      

        

          

 
 


  


  

     

 


 
            

                
         





 

     





12 13

            
    

  


   

  


   

               
                
            
               
            
            
              
  

          
              


            
          
           
           
    

             
             
           
               
                
                 
               
          
              
            
              

                  
           
           

     

   

              
            





14

0.8 1.0 1.2 1.4
yu

0.90

0.95

1.00

1.05

1.10

1.15

Pu

0.8 1.0 1.2 1.4
yd

0.95

1.00

1.05

1.10

1.15

1.20

Pd

0.8 1.0 1.2 1.4
yu

0.6

0.8

1.0

1.2

1.4

Pu

0.8 1.0 1.2 1.4
yd

0.6

0.8

1.0

1.2

1.4

Pd

         
              
            
             
             
                
                 

 
 
 
      
        
  
   
 
 
    
     
    
   

         





14 15

           
              
          
              
              
       
           

             


 
 







 

 


             
         

 








               
    

 
 



  

 




           
             
    








     

          



  

    

   

  

  

              
            
              
             
      

          





16

                 
       











          

     

                
       

             
          


   

          

  










   









   

 





  




 








 

 
 





  



 


  


             
              
       

       
      


 



 


             
 

 


 



 




          
            
              





16 17

  

            

 

 


  



 




            
             
                 
 

            
         

         

              
         
    

          
              
       


             


    

  




  








  




              
            

            
              
          
           
            
             
             
             
            
       

          
            
           

              
               
             
                
            

         





18

           
      
          

           
             
         

 


 



 




 








  






             

  



 




 







 
  



 




 





  



 


 








 
  



 




 





  



 


 


 

  

          
   

   

  



 


  

   

 



         

 




 


  



  

            

 







 

            
             
           



   

           
             
           
            
           
                 
           
             
    
              

               
                 
                
      

 

    


   

 




            
              
   












 









 










  
 






 
 


         

 





  



 















 










 

             

    

 

 

 




 


  

 




 

 


                      
              
                 
       

            
                

         





18 19

   

           
             
           
            
           
                 
           
             
    
              

               
                 
                
      

 

    


   

 




            
              
   












 









 










  
 






 
 


         

 





  



 















 










 

             

    

 

 

 




 


  

 




 

 


                      
              
                 
       

            
                

         





20

            

 





  
    

    


    




 



    



     

    




 



    



     

             
 

        
   

             
    

  
         


 






  


 



 


             
 

 


 






  


 



 




            

  

 


 






 




  


 



 










             





20 21

            

 





  
    

    


    




 



    



     

    




 



    



     

             
 

        
   

             
    

  
         


 






  


 



 


             
 

 


 






  


 



 




            

  

 


 






 




  


 



 










             



          



  







 










  


   













 






  



  







 



 






  







    














 
 






  


 



   






    




 
    



             
        

           

         
              
               
            
            
            
             
               
            

                  

          

    

   
    

             






22

0.8 1.0 1.2 1.4
yu

0.6

0.7

0.8

0.9

1.0

1.1

1.2
Pu

0.8 1.0 1.2 1.4
yd

0.7

0.8

0.9

1.0

1.1

1.2
Pd

0.8 1.0 1.2 1.4
yu

0.6

0.8

1.0

1.2

Pu

0.8 1.0 1.2 1.4
yd

0.7

0.8

0.9

1.0

1.1

1.2

Pd

        
           
      
          
          
           
             
          
                  
       



0.8 1.0 1.2 1.4
yu

0.6

0.8

1.0

1.2

1.4

1.6

Pu

0.8 1.0 1.2 1.4
yd

0.6

0.8

1.0

1.2

1.4

1.6

Pd

        
          
         
           
            
         
               
                 
  

 

           
             
   

           
            
               
            
              
    

               
                    
             
             
            

               
              

             
             
                   
               
             

                 
     

            





22 23

0.8 1.0 1.2 1.4
yu

0.6

0.7

0.8

0.9

1.0

1.1

1.2
Pu

0.8 1.0 1.2 1.4
yd

0.7

0.8

0.9

1.0

1.1

1.2
Pd

0.8 1.0 1.2 1.4
yu

0.6

0.8

1.0

1.2

Pu

0.8 1.0 1.2 1.4
yd

0.7

0.8

0.9

1.0

1.1

1.2

Pd

        
           
      
          
          
           
             
          
                  
       



0.8 1.0 1.2 1.4
yu

0.6

0.8

1.0

1.2

1.4

1.6

Pu

0.8 1.0 1.2 1.4
yd

0.6

0.8

1.0

1.2

1.4

1.6

Pd

        
          
         
           
            
         
               
                 
  

 

           
             
   

           
            
               
            
              
    

               
                    
             
             
            

               
              

             
             
                   
               
             

                 
     

            





24


              

              
           
               
               
  

           

           
          

              
              
              
               
      

-0.010 -0.005 0.005 0.010
time-t gap

-0.010
-0.005

0.005

0.010

time-t+1 gap

              
        

 

               
        





24 25

             
           
    






















 

  













  

                
             
    

           
             
           
             
 
          

             
   

        



   

             
                
           
             
  
           

            
                
               
              
           
    

    

             
           
             





26

  

 

 





 








 

 


 


 



 

             

  






  




          
     

             
           
                 
            
                
      

            
            
                  
    

      

   
  

 





 





 



             


      

          
               
            
           

               
              
  

                
                 
    





26 27

  

 

 





 








 

 


 


 



 

             

  






  




          
     

             
           
                 
            
                
      

            
            
                  
    

      

   
  

 





 





 



             


      

          
               
            
           

               
              
  

                
                 
    



         
           
             
              
           
            
             
       

50 100 150 200

0.005
0.010
0.015
0.020
0.025

Output (real)
50 100 150 200

-0.008-0.006-0.004-0.002
Output gap

50 100 150 200

-0.035-0.030-0.025-0.020-0.015-0.010-0.005
Price Level

50 100 150 200

0.005
0.010
0.015
0.020
0.025

Stock Market (real)

          
             
         
              
            
           
          
               
               
        

                
                
      





28

         


                
            
  

             
         
            
           
              
            
      

 

             
              
    

             
         
            
           
               
             


           
            
            
             
              
               
                 
           
    

          
             
    

          
            

               
 

               
       





2928

         


                
            
  

             
         
            
           
              
            
      

 

             
              
    

             
         
            
           
               
             


           
            
            
             
              
               
                 
           
    

          
             
    

          
            

               
 

               
       



-0.00
10.
00
3

-0.00
4

0.
00
1

-0.00
5

-0.00
8

-0.01 -0.01
2

-0.00
4

0.
00
1

-0.00
5

0.
01

0.
02

0.
03

in
fla
tio
n

0.
02
6

0.
02
8

0.
03
0

0.
03
2

0.
03
4

0.
03
6

st
oc
k
re
tu
rn

0.
01

0.
02

0.
03

in
fla
tio
n/yr

0.
02
6

0.
02
8

0.
03
0

0.
03
2

0.
03
4

st
oc
k
re
tu
rn
/yr





































































































































































































































































































































30

          
           
            
               
             
            
             
        

           
           
             
  

 

             
             
             
              
              
             
    

             
             
             
              
              
             
    

         
            

         
            
             

             
             
            
       

            
               

               
      

              
               
       





30 31

          
           
            
               
             
            
             
        

           
           
             
  

 

             
             
             
              
              
             
    

             
             
             
              
              
             
    

         
            

         
            
             

             
             
            
       

            
               

               
      

              
               
       



               
              
           
  

             
           
             
      

    

            
           
            
            


        

         

                 
                
             
               
             
       
       

           
            
             
          


           
       

    

    



      


 


  

                
              
   

              
             
                
    

               
    





32

   

    
     
     
 
    
     
     

        
                
            


   

    
     
     
 
    
     
     

         
           
                
        

             
             

              
             
             
               
    

      
          

           
            
           
         
              

              





32 33

   

    
     
     
 
    
     
     

        
                
            


   

    
     
     
 
    
     
     

         
           
                
        

             
             

              
             
             
               
    

      
          

           
            
           
         
              

              



             

       

            
              
             
           
            
           
         
          
              
  

            
             
             
             
              
                
    

         

                 
               
             
               
             
        

 
  


               
           
             
 

              
   

 
        


          

        
        



             





34

          

        
  


                
            
             
             
             
               
       

               
             

     

     
 



 


 



  
 

    




 



 


    

      

       

 
 



 


 



  

    




 



 


        

   



  




 


 

 


 
 

 





 

    

  



  

  
 



 


 



  
     

             
                 

      





34 35

          

        
  


                
            
             
             
             
               
       

               
             

     

     
 



 


 



  
 

    




 



 


    

      

       

 
 



 


 



  

    




 



 


        

   



  




 


 

 


 
 

 





 

    

  



  

  
 



 


 



  
     

             
                 

      



     

     




 



 


      




 



 


      

   
 



 


 



  
    

 



 


 



  

            
              
            
         
         
         
         

             
           
           
            
          

    


  












  





 

           
             
      



           

             
             
              
            
              
            
              
             
             
            
           
            
            

      
        
        





36

          
           
             
            
            
            
            
      

            
          

       
              

            
           
              
           
          
             
               
          

-0.01 inflation

0.001

0.002

0.003

0.004

0.005

0.006

stock return

-0.01 inflation/yr
0.001

0.002

0.003

0.004

0.005

stock return/yr

          
         
         
            
            





36 37

          
           
             
            
            
            
            
      

            
          

       
              

            
           
              
           
          
             
               
          

-0.01 inflation

0.001

0.002

0.003

0.004

0.005

0.006

stock return

-0.01 inflation/yr
0.001

0.002

0.003

0.004

0.005

stock return/yr

          
         
         
            
            



   

    
     
     
 
    
     
     

         
            
               
     

             
     

             
           

     

    

            
          
             
               
             
            
              
            
             
           
              
          

   

          
              
           
             

            
             





38

-0.001
0.003

-0.004
0.001

-0.005
-0.008

-0.01-0.012 -0.004

0.001

-0.005

0.01 0.02 0.03
inflation

0.040

0.045

0.050

0.055

0.060

0.065

bond return

0.01 0.02 0.03
inflation/yr

0.040

0.045

0.050

0.055

0.060

0.065

bond return/yr

        
        
         
                
             
            
         





38 39

-0.001
0.003

-0.004
0.001

-0.005
-0.008

-0.01-0.012 -0.004

0.001

-0.005

0.01 0.02 0.03
inflation

0.040

0.045

0.050

0.055

0.060

0.065

bond return

0.01 0.02 0.03
inflation/yr

0.040

0.045

0.050

0.055

0.060

0.065

bond return/yr

        
        
         
                
             
            
         



             
              
  

            
            
             
            
            
              
          
            
           
          
         
             
           
            
       

           
             
             
           
           
               
   

             
            
            
           
           
           
          
            
             
 

          
           
             
               
             
             
           

           





40

{40, 0, 1, 1, 0, 0}
{41, 1, 1, 0, 0, 0}

{42, 1, 0, 0, 0, 0}
{43, 0, 0, 0, 0, 0}{44, 0, 0, 0, 0, 0}{45, 0, 0, 0, 0, 0}

{46, 0, 0, 0, 0, 1}

{47, 0, 0, 0, 1, 1}

{48, 0, 0, 1, 1, 1}

{49, 0, 1, 1, 1, 0}

{50, 1, 1, 1, 0, 0}

0.0230 0.0235 0.0240 0.0245 0.0250
BondYield

0.0100

0.0105

0.0110

Dividend Yield

          
          
                
            
             
          
           





40 41

{40, 0, 1, 1, 0, 0}
{41, 1, 1, 0, 0, 0}

{42, 1, 0, 0, 0, 0}
{43, 0, 0, 0, 0, 0}{44, 0, 0, 0, 0, 0}{45, 0, 0, 0, 0, 0}

{46, 0, 0, 0, 0, 1}

{47, 0, 0, 0, 1, 1}

{48, 0, 0, 1, 1, 1}

{49, 0, 1, 1, 1, 0}

{50, 1, 1, 1, 0, 0}

0.0230 0.0235 0.0240 0.0245 0.0250
BondYield

0.0100

0.0105

0.0110

Dividend Yield

          
          
                
            
             
          
           



 

          
          
          
             
           
            
           
            
         
           
            
             
              
              
            
             
             
            

            
           
            
            
          
      

            
            
          
          
            
      

          
              
          

           
            
            
            
            
         
              
     

            
         
     





42



       
     

        

     


         

          
     

     




  









    

 

         


  

   


            
   

      

         

  

     











    

  


  

           
      








 

        

      

         

  

      








   


  





42 43



       
     

        

     


         

          
     

     




  









    

 

         


  

   


            
   

      

         

  

     











    

  


  

           
      








 

        

      

         

  

      








   


  



            
              
             
            
             
 








   


  



  

                 
    

           
           
             
             



           
           

  

           
        
           
    

     

          
          

    

           

           

     



  




 


 

 


 
 

 





 

     












  





 

    

          
            





44

        




 




  



 


 



  




 

 


  








          
 

  

 


    

 


  


 

   

           
           

           
            
 
         

 







  






  

       





    

  






    

  

           
          
            
              
              
       

              


                
            
              
      





44 45

        




 




  



 


 



  




 

 


  








          
 

  

 


    

 


  


 

   

           
           

           
            
 
         

 







  






  

       





    

  






    

  

           
          
            
              
              
       

              


                
            
              
      



             
  

           
               

 
  



  











           
            

         
   
      

     








 







  





        

     


 








 







  









            
               

            
            
         

             
            
             
              
                
              


             
            
            
             
              
     

           
   





46

    

     







  
 











 







  







 










  


 








 







  
















 




 

 



   










  


 








 







  
















 



 

 



     














 

   


  
     


  



 

    
      

 





 



 

   

  

    

   









 





 
 



 

 








 





46 47

    

     







  
 











 







  







 










  


 








 







  
















 




 

 



   










  


 








 







  
















 



 

 



     














 

   


  
     


  



 

    
      

 





 



 

   

  

    

   









 





 
 



 

 








 



   









 





 
  

 

 








 



 








 







 














 



 







 

    

 








 





 

 

















 



 







 

  

  

      

          

          
                  

         

     

 





 








 

 


 


 



    

     

 





 

  








 

 


 

  


 



    

     

  









  

 



 



 











 







  


 



    





48

    

     

  









  

 



 



 

 


 







  


 



 

  

            
        

      
 

              
       

     




  









    

 

 


  

      

   




      



          











    


  

 

     











       


   

  
 

  

 

 




     

   








 

  

        








   

    

  
 




     





48 49

    

     

  









  

 



 



 

 


 







  


 



 

  

            
        

      
 

              
       

     




  









    

 

 


  

      

   




      



          











    


  

 

     











       


   

  
 

  

 

 




     

   








 

  

        








   

    

  
 




     



   



  
     

  
 



   
  

 
   

  


   
  
 



  


   




 



 


      

    
  

  
  

   




  

               

     

       

         
      

       

               
    



  




 


 

 


 
 

 



        

   




 



 


          




  

 

             





50

      
    

     




  









    

 

 


     


  

 



   




      



     











    


  



   




 

     











    


     


  

 

   
 

  

 

 




      


   








     

     








 

   






  



   




 








   

     


  

 

   
 

  


 

   





50 51

      
    

     




  









    

 

 


     


  

 



   




      



     











    


  



   




 

     











    


     


  

 

   
 

  

 

 




      


   








     

     








 

   






  



   




 








   

     


  

 

   
 

  


 

   




        
           

    
           


           

       
           

          
  

          
         

           
  

          
        


           
    

           
           

          
       

           
       

           
         

           
      

          
      

         
      

          
         
 

          
         
  

           
         
    

          
       





52

           
   

            
          
  

          
     

          
      

           
           
    

          
            
   

         
  

          
         
  

          
           


          
          
     

           
        
     

          
 

           
      

         
     

            
    

           
          

            
          

         
            


          
    





52 53

           
   

            
          
  

          
     

          
      

           
           
    

          
            
   

         
  

          
         
  

          
           


          
          
     

           
        
     

          
 

           
      

         
     

            
    

           
          

            
          

         
            


          
    



            
     

              
        

        
          

           
        

           
       

           
         

          
         

            
           


            
          
 

          
       

           
         
     

           
           


         
     

           
         
       
      

            
        

            
          

        
       

         
         

         
          
   





54

          
       

          
       

           
         
     

             
    

          
  

              
    

         
        

           
         

           
    

          
         


          
          

            
    

          
    

         
     

         
        
  

          
      

            
    

           
   

          
 

           
      

        
     





54 55

          
       

          
       

           
         
     

             
    

          
  

              
    

         
        

           
         

           
    

          
         


          
          

            
    

          
    

         
     

         
        
  

          
      

            
    

           
   

          
 

           
      

        
     



          
       

             
          
   

          
          
   

         
      

         
      

           
         


          
      

           
          


          
         
         
 

            
         
 

          
      

          
       

          
       

           
            

        
           

      
           

        





Recent SNB Working Papers

2020-3  Bernard Dumas, Marcel Savioz:
 A Theory of the Nominal Character of Stock Securities 

2020-2  Christian Grisse : 
 The effect of monetary policy on the Swiss franc:
 an SVAR approach

2020-1  Fabian Fink, Lukas Frei, Thomas Maag, Tanja Zehnder: 
 The impact of SNB monetary policy on the Swiss franc
 and longer-term interest rates 

2019-6  Robert Oleschak: 
 Central Counterparty Auctions and Loss Allocation

2019-5  Daniel Kohler, Benjamin Müller: 
 Covered interest rate parity, relative funding liquidity  
 and cross-currency repos

2019-4  Andreas M. Fischer, Pınar Yeşin: 
 Foreign currency loan conversions and currency 
 mismatches

2019-3  Benjamin Anderegg, Didier Sornette, Florian Ulmann: 
 Quantification of feedback effects in FX options markets 

2019-2  Katrin Assenmacher, Franz Seitz, Jörn Tenhofen: 
 The demand for Swiss banknotes: some new evidence

2019-1  Darlena Tartari, Albi Tola: 
 Does the IMF Program Implementation Matter for  
 Sovereign Spreads? The Case of Selected European 
 Emerging Markets

2018-19  Samuel Reynard: 
 Negative Interest Rate, OE and Exit

2018-18  Hans-Ueli Hunziker, Christian Raggi, Rina Rosenblatt- 
 Wisch, Attilio Zanetti: 
 The impact of guidance, short-term dynamics and 
 individual characteristics on firms’ long-term inflation  
 expectations

2018-17  David R. Haab, Thomas Nitschka: 
 Carry trade and forward premium puzzle from 
 the perspective of a safe-haven currency

2018-16  Gregor Bäurle, Elizabeth Steiner and Gabriel Züllig: 
 Forecasting the production side of GDP

2018-15  Christian Grisse, Gisle J. Natvik: 
 Sovereign debt crises and cross-country assistance

2018-14  Thomas Lustenberger: 
 Has the American Output Growth Path Experienced  
 a Permanent Change?

2018-13  Stephan Imhof, Cyril Monnet and  
 Shengxing Zhang: 
 The Risk-Taking Channel of Liquidity Regulations  
 and Monetary Policy

2018-12  Andreas M. Fischer, Henrike Groeger,  
 Philip Sauré and Pinar Yeşin:
 Current account adjustment and retained earnings

2018-11  Maxime Phillot, Rina Rosenblatt-Wisch:
 Inflation Expectations: The Effect of Question  
 Ordering on Forecast Inconsistencies

2018-10  Alex Cukierman, Thomas Lustenberger:
 International Evidence on Professional
 Interest Rate Forecasts:
 The Impact of Forecasting Ability

2018-9  Thomas Nitschka:
 Did China’s anti-corruption campaign affect
 the risk premium on stocks of global luxury
 goods firms?




