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I. Why trade Single Stocks Dividend Futures
You are all exposed to dividends

m ALL equity investors are holding single stock future dividends
m ALL stock pickers are also future dividend pickers

M ALL derivatives traders are implicitly exposed to future dividends
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I. History in the making
The evolution of the dividend market

Banks create
Divswaps to offset
dividend risks

Early 2000s

l

Dividends are emerging as a new asset class...

Players:
proprietary desks
and a few
hedge funds
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Increase of liquidity
thanks to more
standardized
confirmation

Introduction of Single
Stocks Dividend Futures

January 2010

l

(Less correlation to other assets)

T

June 2008

Index Listed Futures

= More players such
as pension funds and
total return funds

T

The Future ...

Who is going to join the

market?

= Asset managers,

creation of long only

dividend funds,
nstitutionals, retails



I. Main features of dividend swaps

Advantages

Requirements
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m Simplicity of the product

®m Focus only on dividend (no rate, no repo, no financing)

m Dividend swaps started to be more liquid in 2003

m |SDA contract

m Credit line with the counterparty



I. How dividend swaps work

Dividend Buyer

Mechanism
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Technical overview

Fixed Amount

« Swap Level » or « Future Price »
—>

Dividend Seller

Floating Amount
« Qualifying Dividends »

®m Floating amount Single Stock: z d

® Floating amount Index: ZZ n" xd,

® d, : Qualifying Dividend Amount, D; : Index divisor
® Index:

» Payout at maturity = Nb of baskets x (Floating amount — Fixed amount)
m Single Stocks:
» Payout at maturity = Nb of shares x (Floating amount — Fixed amount)
» Taxation: Dividend Gross considered (before Withholding Tax or Tax Credit)

®m Underlying: future cash settlement of realised dividends going ex- in that calendar
year (from Dec,, to Dec, expiry). Start date is excluded, end date is included.




I. Pricing Dividend Swaps from the market’s implied level:
Call/Put parity

The implied pricing of SX5E Index dividend swaps can be calculated by using the Index Options prices.
From parity call/put for dividend paying stocks we know that:

Call — Put = Stock - PV (Div) - PV (Strike)

Where: Put = put price
Call = call price
Stock = stock price
PV (Div) = present value of dividend payment
PV (Strike) = present value of strike price

Looking at the PV (Div) gives:
PV (Div) = Stock + Put — Call — PV (Strike)

Dividends are paid annually in December, so that:
The value of the dividend swap on December = PV (Div) (1+r)T

Where: T is the proportion of the year till December and r the risk free rate to December.
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I. Qualifiying dividends
Single stocks

® 100% of the declared dividends, payed either in cash or shares, unless the
related primary derivative exchange makes an adjustment

W Stock dividends are usually included at the equivalent cash amount
m Dividends declared special or extraordinary by the issuer are usually excluded
m Return of capital: they follow the related exchange rules

®m Share buy-backs usually do not count
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I. Qualifying dividends
Indices

m Dividends are considered as qualifying or not by the Index sponsor

® In general, if the index sponsor does not adjust, 100% of the cash declared
dividend and 100% of the equivalent cash stock dividend is included

m Normally, if the payment of stock dividends is dilutive for existing shareholders
then they are not considered

®m Return of capital treatment can vary across different indices

® Normally, if the index sponsor adjusts part of the dividend, the unadjusted part is
then considered as qualifying

SOCIETE GENERALE

Corporate & Investment Banking



I. Trading dividends with listed products

Eurex dividend futures

m Underlying: future cash settlement of realized dividends going ex- in that
calendar year (from Dec, ; to Dec, expiry)
FEXD FD3D FDVD FSMD

DJ EUROSTOXX50

DJ EUROSTOXX Select 30

DivDax Index

Swiss Market Index

. Dividends Dividends Dividends Dividends
Underlying Index
(SX5ED) (SD3ED) (DXDIVPT) (SMIDP)
DEOOOAOVBMNO DEOOOAOZWA4F9 DEOOOAOZWA4E2 DEOOOAOZWAC6
Product ISIN
100 € per point 100 € per point 1000 € per point 100 CHF per point
Point Value

Longest Maturity

Up to 120 months

(10 nearest Decembers)

Up to 60 Months

(5 nearest Decembers)

Up to 60 Months

(5 nearest Decembers)

Up to 60 Months

(5 nearest Decembers)

Trading Hours

(CET Time)

8h30-22h00

8h30-18h00

8h30-18h30

08h30-17h27

Source: Eurex

Disclaimer: These futures contracts are not CFTC approved
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I. Trading dividends with listed products
NYSE Euronext dividend futures

® May 2009: Introduction of FTSE 100 Index Dividend Futures
m Dec 2009: Introduction of CAC 40 Index Dividend Futures

®m Maturities Listed up to 2016 (resp. 2014)

m Contract size 10 GBP (resp. 10 EUR) per point

® And January 2010: Introduction of single stock Dividend Futures
- Market Making obligations focusing on first two maturities
- Up to five years maturities

Disclaimer: These futures contracts are not CFTC approved
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I. Trading dividends with listed products
Dividend future vs. OTC

m Central Clearing Counterparty: no credit risk, mitigated counterparty risk
® No documentation required

B Transparent quotes and historical series availability

m Standardized treatment of Corporate Actions Adjustments

®m Underlying index for each index contract to monitor accrued dividend

Disclaimer: These futures contracts are not CFTC approved
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I. SG Dividend swaps business

Dividend Trading Desk provides Prices to Clients and concentrates Dividend Risk of Société Générale
(Exotics, Volatility and One-Delta)

®m One of the major players in the Broker Market on EuroSTOXX 50
Index m Very active on Listed Market on EuroSTOXX 50, FTSE, CAC and SMI

® Run sent daily

®m Major Liquidity Provider

. m Over 40% of Market Share in the Broker Market
Single

Stocks : .
m Weekly Run & Research for Clients (available on Bloomberg Page SGWP7)

m First Market Maker on the Single Stocks Dividend Futures
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Disclaimer: These futures contracts are not CFTC approved



I. Fundamentals:

EuroSTOXX 50's Dividend Futures

Back from the abyss

World dividend discounts - 2008 = basis 100
(in brackets: 2010 DY)

190 -
Implied at each d 105 4
170 - —— Implied at each year-en
— |_atest Implied 100 +
150 1 e Realised 95
1)
£ 130 - 90 -
o
)
3 110 1 85 -
£
90 i 80 m
75
70 -
70 -
50 T T T T T T T T T T T T T T T T 1
98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 1415 16 65

Note: OTC mark-to-market shown for history prior to Eurex listing.

Source: Eurex, SG One-Delta Trading

e SX5E (3.9%)
e UKX (3.5%)
e CAC (3.6%)
c— SPX (2.1%)
NKY (1.5%)

2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: Eurex, SG One-Delta Trading

Disclaimer: These futures contracts are not CFTC approved
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Dividend futures on Bloomberg:

{ DEDA CT |gsa } for EuroSTOXX 50
{ UKDA CT el } for FTSE 100

{ XFDA CT say } for CAC 40

{ SMDA CT jsad } for SMI



I. Previous profit cycles:

We have been there before

Dividends are less volatile than Earnings

+350% -
+300% 1 == S&P 500 Divs 5-yr Grow th (real)
+250% | e S&P 500 Earnings 5-yr Grow th (real)

+200%

+150%

+100%

+50%

-100%
Source : Shiller, SG Global Engineering calculations

SOCIETE GENERALE

Corporate & Investment Banking

S&P 500 Nominal Dividend cycles
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Source: Shiller, SG Global Engineering
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I. And we know the relationship with inflation,
which makes dividends a hedge

Inflation and Equity yields

e S&P 500 Div. Yield (trailing)
S&P 500 Earnings Yield (trailing)
e US CPI

19

-205 4

69 1974 1979
Source: Thomson Reuters,
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1984 1989 1994 1999 2004
SG Global Engineering
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Dividend growth vs. Inflation
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+15% -

1969 973 1977 1981 1985 1989 1993 1997 2

-10% -
-15% -

-20% - e S&P 500 Divs YoY Grow th (nominal)
e US CPl, %

-25% -
Source : Shiller, SG Global Engineering




I. Important Disclaimer

This document is not a product of Société Générale’s research department and should not be regarded as a research report. It is only directed to U.S. Qualified Institutional Buyers
and available only to persons who have received the proper options risk disclosure documents.

This document does not constitute an offer, invitation or recommendation to enter into any transaction. This document is provided for informational purposes only. Pricing levels,
valuations and other data published herein are indicative and they, and any other information, are subject to change. Supporting documentation for any claims, comparisons,
statistics or any other technical data will be supplied upon request.

The products and securities described in this document may not be eligible for sale in all countries and should be sold only to qualified investors. Securities referenced in this
document shall not be offered or sold to any persons where such offer or sale is prohibited by the laws of their country or origin or in any other relevant country. The financial
instruments discussed in this document may not be suitable for all investors and investors must make their own investment decisions using their own independent advisors as they
believe necessary and based upon their specific financial situations and investment objectives.

This document and any of the data herein may be considered by Société Générale and any of its affiliates when deciding to buy or sell proprietary positions in the securities
mentioned in this document. Société Générale and any of its affiliates may engage in securities transactions in a manner inconsistent with this document and with respect to the
securities covered by this document. Société Générale and any of its affiliates may sell to or buy from customers securities referenced herein on a principal or proprietary basis.

Opinions, estimates and projections in this document constitute the current judgment of the author at the date of this report. They do not necessarily reflect the opinions of Société
Générale or any of its affiliates and are subject to change without notice. Société Générale has no obligation to update, modify or amend this document or to otherwise notify a
reader in the event that any opinion, projection, forecast, estimate or matter set forth herein, changes or becomes inaccurate. Prices and availability of financial instruments are also
subject to change without notice.

Transactions in derivative instruments involve numerous risks including, among others, market, counterparty default and illiquidity risk. Trading in options involves risk and is not
suitable for all investors. An option may become completely worthless by its expiration date, as it is a depreciating asset. Options could result in significant investment loss or gain.
Options writers of unhedged positions assume significant risk. Assignment risks can be substantial, and the risk involved in writing uncovered call options (that is, selling options on
an equity that the seller does not own) may be unlimited. Prior to buying or selling an option investors must review the “Characteristics and Risks of Standardized Options” at
http://www.optionsclearing.com/publications/risks/riskchapl.jsp . Past results should not be viewed as an indicator of future performance.

Unless governing law provides otherwise, all transactions should be executed through the Société Générale entity in the investor's home jurisdiction. In the U.S., this report is
distributed by SG Americas Securities, LLC, a member of the NYSE, FINRA, Nasdaq and SIPC. SG Americas Securities is located at 1221 Avenue of the Americas, New York, NY,
10020.

Notice to French Investors: This document is issued in France by or through Société Générale which is regulated by the Autorite des Marches Financiers (AMF). Notice to U.K.
Investors: This document is issued in the U.K. by or through Société Générale which is a member of the London Stock Exchange. Notice to Japanese Investors: This document is
distributed in Japan Société Générale Securities (North Pacific) Ltd., Tokyo Branch which is regulated by the Financial Services Agency of Japan. The products mentioned in this
report may not be eligible for sale in Japan and they may not be suitable for all types of Japanese investors. Notice to Australian Investors: Société Générale Australia Branch (ABN
71 092 516 286) takes responsibility for publishing this document. Société Générale holds an AFSL no. 236651 issued under the Corporations Act 2001 (Cth) (“Act”). The
information contained in this document is only directed to recipients who are ware they are wholesale clients as defined under the Act.

www.sgcib.com
Copyright: The Société Générale Group 2010. All rights reserved.
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