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20100609 Notes from June 2010 Advisory Committee

	Memorandum
	

	
	

	To:
	Market Participants

	From:
	Indices Department

	Date:
	15 June 2010

	Subject:
	Notes from the FTSE/JSE Advisory Committee Meeting held on Wednesday, 9 June 2010

	
	


Background

The FTSE/JSE Advisory Committee (AC) met on Wednesday, 9 June 2010 to approve the quarterly changes to the indices and discuss matters relating to the FTSE/JSE Africa Index Series.  The items listed below were discussed during the meeting:
Quarterly Review Changes

The quarterly review changes were summarised for the AC’s approval.  Detailed documents, pertaining to the review changes, have been published on the JSE website (www.jse.co.za) and SENS.  All constituent, sector, free float and shares in issue changes will be applied after close of business on Friday, 18 June 2010, effective on Monday, 21 June 2010.
Feedback on the FTSE/JSE Africa Index Series
FTSE/JSE reported on the following events that occurred during the quarter:

· No system outages were experienced during the past quarter.  However, on Monday 29 March, 19 European Sector Indices failed to open correctly, which had a knock on effect on two FTSE/JSE indices:  SA Financials & Industrials Index (J250) and Top 40 - USD (J20U).  The two indices closed early and remained closed for the remainder of the day.
· During the quarter the JSE hosted three representatives from FTSE.  The visit encompassed feedback from FTSE on their future initiatives, service review and upcoming significant events.
· On 24 May 2010 the South African press reported that the Reserve Bank had extended the special dispensation for institutional investors to exceed their foreign investment allowance resulting from the inward listing of British American Tobacco (BTI) in 2008.  The allowance has been extended for another two years.  This announcement has no impact on the FTSE/JSE Africa Index Series.
· At the March FTSE/JSE meeting the AC discussed the heavily weighted Resources sector in the Shariah Top 40 index.  The unwanted exposure to a single industry, which some investors currently experience in the Shariah Top 40 Index, was focused upon.  Furthermore, concerns were raised regarding the fact that fund managers have limitations when investing in any one company in a portfolio of stocks or unit trust.  It was decided that creating an alternative custom Capped Shariah index for market participants who are bound by legislation to limit investment in an index and who specifically request such an index, could be a possible solution.
· The FTSE/JSE Equally Weighted Top 40 Index will be launched on the 1st of July 2010.  Daily index value history, going back to 21 June 2002, will be available.  FTSE/JSE is busy finalising the layout of the files and other minor details.
· The proposed implementation plan for the Resources 10 (Resi 10) Index and the discontinuation of the Resources 20 (Resi 20) Index was discussed.

· A comparison was done on how trading halts are handled by other exchanges around the world, in light of the ArcelorMittal (ACL) trading halt in February / March 2010.

· The following Corporate Actions that took place during the quarter were discussed:

· Liberty International PLC Unbundling of Capital & Counties Properties PLC
· Myriad Medical Holdings Change of Name and Listing on Main Board
· Dynamic Cables & Cape Empowerment Trust Scheme of Arrangement
· Listing of Life Healthcare Group Holdings Limited
· Suspension lift of Rand Gold
Review of the FTSE/JSE Property Indices

FTSE/JSE reviewed the various property indices in the FTSE/JSE Africa Index Series.  Currently there are six indices covering the property sector which is made up of 35 companies.  The relevance of retaining all six of these indices was discussed.  The number of companies in the property sector has been reduced due to mergers and acquisitions activity within the sector.  It was noted that all six indices have distinct features.  The possible introduction of the Real Estate Investment Trust (REIT) structure by National Treasury could redefine the property landscape.  It was decided to keep the current property indices as they are and to wait for the finalization of the REIT project.  It was further decided that there is currently not enough motivation for introducing a PCAP 10 and SAPY 10.
Down-weighting all SWIX Constituents

Currently only dual listed companies should be adjusted for foreign holdings in the FTSE/JSE Shareholder Weighted (SWIX) indices.  This decision was taken due to the unavailability of data at the time of inception of these indices.  It is now easier to obtain foreign shareholder data for all companies from STRATE.  For the purpose of treating all SWIX index constituents in a consistent manner, the impact of down-weighting (excluding) all foreign holdings for all constituents was investigated.  The AC decided that this approach would be sensible, but due to the considerable impact on the market, it was decided to gather more detailed information on the impact of this change to enable the AC to make an informed decision.
Treatment of Inward Foreign Listings

The AC discussed potential ways of dealing with Inward Foreign Listings (IFLs) should their status change in future.  The liquidity and scrip availability of IFLs were among the main issues discussed.  This was merely a theoretical discussion, without any knowledge of the impending outcome.

General

It was mentioned that The Inaugural African Cup of Investment Management Conference will take place in Cape Town from 9 to 10 September 2010.

Next meeting will be held on Wednesday, 8 September 2010
For further information please contact Zweli Vonya at (Tel: +27 11 520 7106) or Nongcebo Mthembu (Tel: +27 11 520 7137) or email indices@jse.co.za.
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