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Sanofi (SNY): A class action lawsuit

Context

 In ROKA, the class period included the IPO.

 All publicly-held shares were affected because someone
held the stock over the corrective disclosure.

 Sanofi is an ongoing concern. 

 The class period starts well after the IPO.

 What were the damages?

 This is a more typical situation.
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The initial complaint
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Chronology

 February 7, 2013. Class period starts. This date 
approximately corresponds to the filing of the 6-K form 
(financial results for 2012).

 October 6, 2014. Press release: company is investigating 
improper payments.

 October 29, 2014. Board fires CEO.

 December 3, 2014. Whistleblower lawsuit filed. Class period 
ends.
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Calculation of residual 𝑒𝑡, for 𝑡 = 𝑂𝑐𝑡 28, 2014

 Calculation of corrective disclosure

 Using raw returns: −8.99%− 5.93% = −14.92%

 Using market-adjusted returns: −10.09%− 5.75% = −15.84%

 The standard errors of the estimated alpha and beta can be used to construct a confidence interval around the −15.84%.

 Statistical confidence intervals are important for establishing materiality.

Copyright 2015, Joel Hasbrouck, All rights reserved 8

y = 0.961x - 0.0005
R² = 0.232

-10.00%

-8.00%

-6.00%

-4.00%

-2.00%

0.00%

2.00%

4.00%

6.00%

-3.00% -2.00% -1.00% 0.00% 1.00% 2.00% 3.00%

R
et

u
rn

 o
n

 S
N

Y

Return on S&P 500

SNY vs Market, 2013-2014

𝑟𝑀,𝑡 𝑟𝑆𝑁𝑌,𝑡𝑡



5

3/31/2015

Damages for the class period Feb 7, 2013 to Oct 27, 2014

 Was there an economic loss?

 Amy bought on Feb 1, 2013 and sold on March 1, 2013

 Brian bought on March 1, 2013 and sold on April 1, 2013

 Cathy bought on April 1, 2013 and sold on Nov 1, 2014.
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Who bought on or after Feb 7, 2013 and sold after Oct 29, 2014? 

 Total trading volume is 704 Million shares

 The VWAP over the class period is $51.39.

 If all of this trade represented buyers who continued to hold 
the stock after the class period, the damages could be 
estimated as

 704 𝑀𝑖𝑙𝑙𝑖𝑜𝑛 × $51.39 × 15.84% ≈ $5.7 𝐵𝑖𝑙𝑙𝑖𝑜𝑛

 But many of the shares bought during the class period 
would also have been sold during the class period.

 Actual damages would be much lower.
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Are these lawsuits socially useful?

 The costs of settlements are borne by shareholders (either 
directly or via insurance)
 These settlements just transfer money from one set of 

shareholders to another (and attorneys/experts).
 The suits provide a private incentive for attorneys/experts to 

monitor corporate behavior.
 Deterrence: the prospect of defending against a suit incents 

management …
 To avoid bad behavior
 To implement reforms after being caught.
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