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20110620 Notes from the June 2011 Advisory Committee
	Memorandum
	

	
	

	To:
	Market Participants

	From:
	Indices Department

	Date:
	29 June 2011

	Subject:
	Notes from the FTSE/JSE Advisory Committee Meeting held on Wednesday, 8 June 2011

	
	


Background

The FTSE/JSE Advisory Committee (AC) met on Wednesday, 8 June 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 were applied after close of business on Friday, 17 June 2011, effective on Monday, 20 June 2011, start of business.
One point of discussion was the inclusion of Assore Ltd (ASR) in the Top 40, due to its perceived illiquidity.  The AC looked at the numbers in detail and agreed that ASR met the liquidity requirements of the index as per the published Ground Rules.
Feedback on the FTSE/JSE Africa Index Series
FTSE/JSE reported on the following events that occurred during the quarter:
· Two indices were rebased this quarter because they were approaching the 100,000 level, namely the Media Index (J555) and the Beverages Index (J353).
· The Egyptian Exchange re-opened trading on 23 March 2011 and continues to trade normally. The FTSE/JSE All Africa indices continued to be published as firm.
· The end of day products for the FTSE/JSE Shareholder Weighted All Share Index were reissued on 29 April 2011 to correct the free float figure for Northam Platinum (NHM) which was incorrectly published. 
· The treatment of corporate actions in non market capitalisation weighted indices was discussed.  Currently the weighting factor is changed for certain corporate actions in the RAFI and equally weighted indices, resulting in no divisor change for these corporate actions.  FTSE/JSE will investigate applying the same treatment to the Dividend+ index (J259). 
· The following Corporate Actions that took place during the quarter were discussed and noted:
· Capital Property Fund (CPL) and Pangbourne Property (PAP) delayed merger on 10 March 2011 during review period resulted in the reissue of review documents. The AC proposed that such corporate actions should be looked at thoroughly on case by case bases or should not be applied in the review changes until certain.
· UCS Group unbundled the shares that were issued to them by Business Connexion Group Ltd (BCX), to UCS ordinary shareholders in the ratio of 34.087:100 on 13 May 2011.  Since both BCX and UCS were index constituents, a capital reduction was applied to UCS in the Index Series.
· The proposed disposal of Simmers & Jack Mines Ltd (SIM) majority assets to Village Main Reef Ltd (VIL) and subsequent unbundling on 13 May 2011 and SIM delisting from the exchanged has been postponed.
· Walmart made an offer to Massmart ordinary shareholders to acquire 51 percent of the company for a cash consideration of R148 per ordinary share.  The Free Float of Massmart would be adjusted in the indices.
Introduction of New FTSE/JSE Indices

FTSE/JSE announced that the FTSE/JSE Shariah Capped Top 40 (J141) index will be launched on 4 July 2011.  Furthermore, the Top 40 Dividend Index, and equally weighted versions of the RESI 10, FINI 15 and INDI 25 will be launched on 1 August 2011. 
Impact on FSB Notice 1503 to FTSE/JSE Africa index series
The Advisory Committee took note of the 35% maximum weighting for individual instruments in index tracking funds allowed by this Notice.  It was noted several indices in the series has breached this limit during the past quarter, among them the RESI 10.  

FTSE/JSE will examine the latest draft of the notice together with ASISA before determining a course of action.
The Role of Yasaar in the FTSE/JSE Shariah index 
FTSE/JSE has completed an information brochure on the Yasaar Ltd, the eligibility screening agent for the Shariah indices, and has released it to the market. The objective is to improve the market’s understanding and acceptance of the Shariah indices and their eligibility screening methodology. The information brochure will be made available on the JSE website. 
The Analysis of Liquidity screening by Trade Type

Following comment from the market, various alternate liquidity screening scenarios were simulated, and the results presented to the Advisory Committee.  It was found that removing certain types of Reported Trades from the liquidity screening calculation had no material impact on the results of the screening.  As a result, the current liquidity method will remain unchanged for the mean time.  However, the impact of increasing the monthly liquidity hurdle will be investigated.
Next meeting will be held on Wednesday, 7 September 2011
For further information please email indices@jse.co.za or contact Zweli Vonya at (Tel: +27 11 520 7106) or Mark Randall (Tel: +27 11 520 7137).
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