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20110325 Notes from the March 2011 Advisory Committee
	Memorandum
	

	
	

	To:
	Market Participants

	From:
	Indices Department

	Date:
	25 March 2011

	Subject:
	Notes from the FTSE/JSE Advisory Committee Meeting held on Wednesday, 9 March 2011

	
	


Background

The FTSE/JSE Advisory Committee (AC) met on Wednesday, 9 March 2011 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 March 2011, effective on Tuesday, 22 March 2011, start of business.
Feedback on the FTSE/JSE Africa Index Series
FTSE/JSE reported on the following events that occurred during the quarter:
· Two changes were made to the FTSE/JSE Ground rules: the definition change of the Resources 20 index to the Resources 10 index and the deletion of the mention of Liberty International in the South African Property Index (J253) definition.
· The effect of the Egyptian Crisis on the All Africa Indices. All Africa indices continued to be published as firm during the Egypt crisis in line with other FTSE indices.
· The FTSE/JSE Media Index (J555) value is approaching 100,000 and will be rebased in the near future. An index change advice, ICA will be issued to inform the market.
· All system outages experienced during in the first quarter of 2011 were reported.
· The AC confirmed that corporate actions effective after the review cut date but before effective date would generally not be applied to the quarterly review.
· The AC discussed the possibility of using the new share in issue effective with the review when ranking the companies at the review cut-off date. FTSE and JSE will look at the possibility of this change and ascertain whether it will benefit market users, as well as investigating any system constraints.
· The following Corporate Actions that took place during the quarter were discussed and noted:
· Premium Properties Ltd Rights offer was not adjusted in the index on 14 January 2011, because the shares price was equal to the offer price on the last day to trade.
· Freeworld Coatings (FWD) was deleted from the FTSE/JSE Africa indices effective start of trading 25 February 2011, due to an offer made by a Japanese company, Kansai Paint, resulting in a FWD free float of less than 15%.
· Rand Merchant Bank Holdings, a Top 40 company, separated their bank and insurance businesses. As a result, Rand Merchant Insurance Holdings (RMI) was unbundled and listed on the exchange on 7 March 2011. The 2-day unbundling rule was applied.
Impact of Regulation 28 on the FTSE/JSE Africa Index Series

National Treasury (NT) published the final Regulation 28 amendment on 23 February 2011.  The AC discussed the impact of this amendment on the Index Series. Two main factors impact the Index Series, namely the individual weights of the companies in the index and the revised definition of listed foreign companies. 
Corporate Action Treatment in RAFI Indices

The AC confirmed the corporate action treatment change that will be implemented in the RAFI index series on 22 March 2011. Any intra-quarter corporate action in the RAFI index that changes the market capitalisation of constituents will trigger an adjustment to the RAFI factor such that the net market capitalisation after the corporate action remains unchanged in the index. A technical notice, ICA prepared by FTSE and Research Affiliates was published on the JSE website. (www.jse.co.za/products/FTSE-JSE.aspx)
Introduction of FTSE/JSE Top 40 Dividend Index 
The AC has approved the design and launch of the new FTSE/JSE Top 40 Dividend Index. The FTSE/JSE Top 40 Dividend index will measure the cumulative value of ordinary dividends declared by the constituents of the FTSE/JSE Top 40 index (J200). Dividends will be included in index on their ex- dividend date, and calculated in index points, matching to the XD adjustment made in the J200 Total Return Index (TRI).
The index will be based on the existing methodology of the FTSE 100 Dividend index, but will not be annually reset to zero. The index is designed to serve as the underlying index for derivatives contracts and structured products, providing investors with a tool to effectively manage the risk inherent in the dividend distribution or to take a speculative position in the index.

Introduction of New FTSE/JSE Indices
FTSE/JSE is still planning to launch the following indices: Capped Shariah 40, Equally Weighted RESI, FINI and INDI indices in 2011.
Next meeting will be held on Wednesday, 8 June 2011
For further information please contact Zweli Vonya at (Tel: +27 11 520 7106) or Mark Randall (Tel: +27 11 520 7137) or email indices@jse.co.za.
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