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JSE AGRICULTURAL PRODUCTS MARKET NOTICE

Number
A989A
Date

17 November 2008
Proposed amendments to the Derivatives rules and directives

Members are advised that the amendments to the Derivatives rules and directives, as attached, were adopted by the Executive Committee on 17 November 2008.

The proposed amendments are broadly described below.

1 Qualification requirements for investment managers, advisors and dealers

The qualification requirements that are being amended relate to the requirements for investment managers, investments advisors and dealers.  The current rules and directives for the four markets include requirements in respect of these roles but they are incomplete and inconsistent across the markets.

In clarifying the requirements for the various markets the following points need to be emphasised:

· A member of one market may not be a member of one of the other markets but they may manage investments or provide investment advice in respect of securities traded in the markets for which they are not a member.  The requirements for investment managers and advisors need to recognise this, and the amendments do so by referring to the requirements in relation to the categories of securities traded on the different markets.

· The different categories of securities traded on the different markets have unique characteristics and the requirements for dealers, investment managers and investment advisors need to recognise this in those instances where the unique characteristics are materially different. This is particularly relevant when applying the different modules of the SAIFM exams. The JSE has carefully considered which SAIFM modules are relevant to the various product categories and in a number of instances we have reduced the current requirements where we felt it to be appropriate.

· Given the detailed nature of the qualification requirements and the fact that they are only binding on members and not clients, the detailed requirements in all three rulebooks have been placed in the directives, although the broad requirement for designated employees to meet qualification requirements remains in the rules with a reference to the directives.  

1.1 Investment managers and investment advisors

The current qualification requirements to manage investments and provide investment advice are inconsistently applied across the four markets resulting in different requirements across the markets in relation to the same role and the same product categories.  For example, the qualification requirements in the equities rulebook for an employee of an equities member that is not a member of Yield-X to manage investments in JSE authorised investments (including Yield-X securities e.g. interest rate derivatives) is a pass in three modules of the SAIFM Registered Persons Examinations.  However, the qualification requirements in the Yield-X rulebook for an employee of a Yield-X member to manage investments in currency derivatives, irrespective of whether the member is an equities member, is a pass in five modules of the SAIFM Registered Persons Examinations.

Another example is that the equities rules recognise an individual’s qualification as a stockbroker or a Chartered Financial Analyst but the requirements for the other markets do not.  This is particularly problematic for equities members that are members of one or more of the derivatives markets and whose activities in those markets are regulated under the rules of those markets rather than under the equities rules.  These inconsistencies have been addressed.

1.2 Dealers

The specific qualifications to be registered as a dealer in the EDM and APM have not previously been set out in the Derivatives rules or directives.  The rules simply refer to the requirements prescribed by the JSE.  The proposed amendments provide for new directives which set out the qualification requirements to be registered as a dealer for both markets based on what is currently applied in practice.

1.3 Exemptions

In addition, it is necessary to provide clarity regarding the application of exemptions from the SAIFM Registered Persons Examinations.  The application of exemptions by SAIFM has been set out in the Derivative directives.

2 Introduction of foreign commodity derivatives
In respect of the imminent introduction of a new category of securities (foreign commodity derivatives) it is necessary to distinguish between physically settled agricultural derivatives and cash settled foreign commodity derivatives.  To achieve the distinction and to provide for the introduction of the new category of securities, the JSE has proposed the amendment of certain definitions, the introduction of new definitions and the amendment of various provisions in the Derivatives rules.

3 Exchange control requirements

The new Derivatives directive in respect of international derivatives (Notice A986) has been amended to provide for the exchange control requirements relating to foreign commodity derivatives.

Unless objections are lodged in terms of Rule 1.80.3 within 10 days of this Notice, the proposed amendments to the rules will be submitted to the Registrar for his approval and the proposed amendments to the directives will take effect on the date the rules take effect.
Should you have any queries in respect of the above, please do not hesitate to contact Anne Clayton at 011 520 7034 or email annec@jse.co.za.
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