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RESEARCH CONDUCTED BY THE JSE

The JSE would like to inform its Members of the research that it has conducted in relation to private client investment on the exchange. Refer to Gazette 220 of 20 September 2002.

Attached is a summary of the key insights and opportunities that the research has highlighted.  The research was conducted by Bateleur Business Planning as an initiative of the Private Client Member Forum (PCMF).

The process followed for the research was as follows:

300 existing JSE investors were randomly selected and interviewed, at the same time, using the JSE investor profile from the All Media and Products Survey (AMPS), a further 300 respondents who currently do not invest on the JSE were interviewed.

The research questionnaire was compiled by the PCMF Sub-committee and Bateleur Business Planning and aimed to determine:

· Awareness of different investment options;

· Current investment behaviours;

· Which investment options best satisfy individual needs; and

· Why private individuals choose different investment options as well as, why they do not choose certain investments.
Following this research survey, the JSE, Bateleur Business Planning and the PCMF Sub-committee will prepare an action plan to be presented to the PCMF and will embark on agreed initiatives in early 2003.

Members that have any questions in this regard are requested to contact J-P Fourie on +27 (0)11 520-7117 or jpf@jse.co.za

5 December 2002                                                           Leanne Parsons

                                                                                       Chief Operating Officer
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Investment Products Survey

(Conducted for the JSE Securities Exchange by Bateleur Business Planning)

Key Insights & Key Opportunities

Insight: The JSE prime prospect (current JSE Investors) can be defined as follows:

· Male

· White

· Married with mature families

· English speaking

· Aged 35 to 49

· Monthly household income: R20 000 plus

· Living in Gauteng

· Diploma or degree

· Employed / self employed

· Hold senior positions in the workplace

By comparison, prospective JSE investors are:

· More female (but still 56% male)

· More from the previous disadvantaged (but still 51% White)

· Better represented in other provinces

· More Afrikaans speaking

· Younger

· Not as well educated

· Hold less senior positions in the workplace

Opportunity: There are opportunities to market the JSE, specifically to the following prospective customer groups:

· Females

· Younger people with money

· Afrikaans speakers

· Black South Africans

Insight: Both current and prospective JSE investors have extremely high cell phone ownership.

Opportunity: SMS communications are indicated here.

Insight: Other than the JSE, current investors favour savings accounts, money market funds, unit trusts and life / term insurance policies.

Prospective JSE investors favour savings accounts, life / term insurance policies, retirement annuities and endowment policies.

Opportunity: All other investment products should be viewed as competitors by the JSE.  Both current and prospective investors are putting money into other investment products.  There is an opportunity to switch some of this to the JSE.

Insight: Prospective JSE investors have an extremely low affinity to investing on the JSE (4.5 out of 10).  By contrast, retirement annuities get an affinity score of 8.2 and life / term insurance policies, 7.9.

Opportunity: The JSE faces a major challenge here.  These investors are looking for safety and security.  They need to be educated as to how the JSE works, how to minimise risk, how brokers can assist etc.  This will not happen overnight, but through a concerted, ongoing programme, progress will be made and the JSE customer base will grow.

Insight: The main needs of current JSE investors from investment products can be divided into 3 broad categories as follows:

· SECURITY:  Financial independence in old age, to cater for retirement, to be in control of my future etc.

· FINANCIAL STRENGTH:  See my capital grow, a sense of security, start a business, unforeseen expenses etc.

· REWARDS:  Improve my home, buy a car, to go on an expensive holiday etc.

Amongst prospective investors, the security needs are stronger and the financial needs are also important.  Rewards are however of far less significance.

Opportunity: Prospective investors do not perceive the JSE as a secure investment vehicle.  Again, education and guidance is the key.

Insight: Current JSE investors strongly associate investment on the JSE with capital growth, saving money to start a business, countering the effects of inflation and maintaining standards to which they are accustomed, relative to other investment types.

Prospective investors feel that investing on the JSE will gain them respect from their friends and may counteract the devaluation of the Rand and the effects of inflation.  They do not see the JSE as a good way to grow their capital.

Opportunity: Once again, education is the key.  Prospective investors need to be shown how the JSE can work for them.  In recent times, the overall JSE performance may not have been that good, but there have been many successes and these should be highlighted.  Unfortunately, the press tends to highlight the failures, so it is up to the JSE to highlight the successes.

Insight: The investment market is cluttered and many investments are not perceived to give clear cut benefits.  Retirement annuities and insurance policies are clearly defined and have been well catered for.

In the minds of current JSE investors, the JSE compares with money market accounts and savings accounts as providing for opportunities (holidays, to start a business, to start a family, to buy a car, to see my capital grow).

For prospective investors , the JSE is not defined at all and needs to be positioned as an investment of choice when saving for opportunities.

Opportunity: In terms of current investors, the opportunity of growing their capital on the JSE needs to be highlighted even more, to lure investors out of savings accounts and money market funds.  The same applies to prospective investors, but ways of minimising risk should also be highlighted.

Insight: The two main investment inhibitors in the minds of current JSE investors are that the tax man takes his share (agreement score of 7 out of 10) and that you need knowledge to use investment products (6.9 out of 10).

Amongst prospective investors, the need for knowledge and the tax man taking his share both get agreement scores of 7.3.

Opportunity: We can do nothing about the tax man, but once again the need for investment education and training is highlighted.

Insight: Current JSE investors regard (by far) the single biggest inhibitor to investment on the JSE, relative to other investment products, to be the need for knowledge.  In a distant second place, but also of importance, is that too much money is required to be invested.

Amongst prospectives, the need for knowledge is again the biggest inhibitor to investment on the JSE relative to other investment types.  The perceptions that brokers fees are too high, you need too much money and the JSE is only for the wealthy, follow closely behind however.

Opportunity: Yet again, education and training comes to the fore.  Negative perceptions amongst prospective investors about brokers fees can be reduced by highlighting the services that brokers can provide in terms of advice to maximise returns and minimise risk.

Insight: Current JSE investors are attracted to the JSE by good returns on investment and the opportunity to receive dividends.  Conversely, poor returns would cause them to disinvest.

Opportunity: JSE success stories should continuously be highlighted.

Insight: 71% of current JSE investors source investment information from the newspaper, 51% from stockbrokers, 29% from financial magazines and 22% from the Internet.

Opportunity: Potential promotional channels are clearly defined.  The role of the stockbroker is key.  63% of current investors acquired their securities by phoning a stockbroker, 26% through a stockbroker via the Internet and 10% each by personal meetings or e-mail communication with a stockbroker.

Insight: 77% of current JSE investors are aware of other products such as warrants, index tracking funds etc.  On the contrary, 84% of prospective investors were not aware of other JSE products.

Opportunity: The full range of JSE products needs to be marketed to prospective investors.  Certain product types  may initially be more attractive than direct investment in individual companies.

Insight: 86% of prospective investors are not planning to invest on the JSE in the next year.

Opportunity: This clearly highlights the massive task facing the JSE to convert prospective customers into current customers.
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