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20110919 Notes from the September 2011 Advisory Committee

	Memorandum
	

	
	

	To:
	Market Participants

	From:
	FTSE/JSE

	Date:
	16 September 2011

	Subject:
	Notes from the FTSE/JSE Advisory Committee Meeting held on Wednesday, 7 September 2011

	
	


1.
Background

The FTSE/JSE Advisory Committee (AC) met on Wednesday, 7 September 2011 to approve the quarterly changes to the FTSE/JSE Africa Index Series and discuss matters relating to the indices.  The items listed below were discussed during the meeting.
2.
FTSE/JSE September Quarterly Review
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, ICB sector, free float and shares in issue changes will be applied after close of business on Friday, 16 September 2011, effective on Monday, 19 September 2011, start of business.
3.
Feedback on the FTSE/JSE Africa Index Series
FTSE/JSE reported on the following events that occurred during the quarter:
· Five new indices were successfully launched during the quarter, namely the three equally weighted variations of the Resource 10, Financial 15 and Industrial 25 Indices, the Capped Shariah Top 40 Index, and the Top 40 Dividend Index.
· A change was made to the data products, whereby the SI product replaced the PI and CI product files. 
· There were two halts in the Equities Market during the quarter.  

· Changes have been made to the content of Index Change Announcements (ICA’s) that are published via the web and SENS.  In future, no sector-based indices will be included, whereas all other indices will be.
· The FTSE/JSE Top 40 Index values are now available via a Premium service, whereby index values are distributed on a real-time basis.  The index values are also available on the FTSE iPhone Application.
· The treatment of mandatory offers was discussed at length, and it was agreed that the future treatment of mandatory offers will include a price adjustment.  The expected opening price will be calculated as follows:



Expected Open = [Closing Price – (Offer percentage * Offer Price) ] / (1 – Offer Percentage)

A mandatory offer can be defined as a type of corporate action where a percentage of shares are expropriated from all shareholders at a pre-determined price on a given date.
· Following its addition to the Top 40 Index at the June Quarterly Review, very little negative comment was received from the market with regards to the liquidity of Assore Ltd.
· A brochure on Yasaar, the FTSE/JSE partner for the Shariah indices, has been made available to the market and FTSE/JSE can be contacted with any comments and queries.

4.
Treatment of Corporate Actions in the Dividend Plus Index (J259)

The AC approved an amendment to the treatment of corporate actions in the Dividend Plus index in order to treat corporate actions in non-market capitalisation indices in a consistent manner.  Going forward, any changes to shares in issue or free float will be countered by a corresponding change to the weighting factor, resulting in both the weight of the constituent in the index, and the index divisor itself being unchanged.  This change will be made effective in the Index Series at the December 2011 quarterly review.
5.
Timing of Constituent Weighting Factor Calculation
The AC approved an amendment to the timing of the calculation of constituent weighting factors for capped and equally weighted indices at quarterly reviews.  Currently the new weightings are calculated at each quarterly review, using the closing prices on the third Friday of review month.  It was agreed that the calculation of the constituent weighting factors will use prices on the second Friday of review month and that these factors will be published to the market before the review effective date.  This change will be implemented at the December 2011 quarterly review.
6.
Constituent Liquidity Screening
Following discussion at the June 2011 AC meeting, various liquidity screening scenarios were simulated, and the results presented to the AC.  It was decided that FTSE/JSE would further investigate liquidity testing models at an index level, as well as at an instrument level, and would present research at the December AC Meeting.
7.
Foreign Holdings in SWIX Indices
The FTSE/JSE SWIX indices aim to exclude foreign shareholding and reflect only the local free float holdings, thereby reflecting the holdings of SA investors.  Due to historic data limitations, only dual listed instruments are adjusted for foreign holdings.  The proposal was approved in principle by the AC to adjust all constituents, in line with the stated principles of the index.  FTSE/JSE will poll the market regarding the impact of the changes and possible implementation plans and report back at the December 2011 meeting.
Next AC meeting will be held on Wednesday, 7 December 2011
For further information please contact the FTSE/JSE Indices Division

Email:
indices@jse.co.za
Tel:
+27 (0)11 520 7137
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