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JSE in a global context — January 2015
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Exchanges in Africa
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* JSE dominates in terms of
size, depth and liquidity ($972.6bn)

* Egyptian market cap = $70.7bn

* Nigeria market cap = $73.5bn

Casablanca market cap = $57.7bn
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The JSE and sustainability

= Central player in local economy, global reach

= Sustainability is multifaceted, requires balancing various pressures

External sphere
of control and
influence

Running
sustainable
business



JSE’s hybrid approach

IS

Regulatory Framework Investment tools "
e Mandatory governance e SRl Index since 2004
e King Ill apply or explain (integrated e FTSE/JSE Responsible Investment Index
reporting) Series since 2015
Enabling ’
Environment ]
7
Engagement Advocacy
e ESG Investor Briefing e UNPRI, SSE, WFE SWG
e Topical Seminars e Kinglll, CRISA

¢ Panels / Committees



The role of capital markets
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= Capital markets play an important role in economic development*
O Facilitate the reallocation of capital across economic value chain
O If functioning properly, should ensure
v Financing and facilitation of valuable businesses / projects
v" Rejection of negative value projects

L Assumes that all relevant factors are incorporated into investment, lending and

insurance activities

*Source: Richard Burrett, CPSL Fellow, “Finance and Sustainability”, May 2013



Barriers to systemic change _ S

 Bias against negative performance dilutes value of positive performance

= Perception gaps

L Knowledge and understanding about sustainability still lacking — misplaced concerns
over fiduciary duty

= Systemic challenges
O Persistent preoccupation with short-term performance
O Complexity of the investment value chain and agency issues, incentive mechanisms

O Limitations of analytical and performance measurement frameworks



More barriers to systemic change _ S

L Business measurement of non-financial performance vs what drives stock market and

= Valuation gaps*

long term financial performance
O Integration of ESG data into valuation analysis
v Quantitative vs qualitative
v' Comparable
v" Consistent trend reporting
= Failure to account for externalities

O Carbon — 60-80% of coal, gas and oil reserves of listed companies may be
unburnable**

[ Cost of environmental damage amounts to Strilions***

Source: * Disclosure of long-term business value — What matters? Deloitte, 2012
**Carbon Tracker
***PRI/UNEP Fl report on Universal Ownership



Enablers of change _
IS

= Capacity building and skills development throughout the financial industry

= Reconsidering reporting cycles and incentive bases

= Recognition of opportunities:
O Expanded investment options in ESG
L Expanded client bases

O Expanded influence



Corli le Roux

Capital Markets Division
Tel: +27 11 520 7000
corlilr@jse.co.za
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EMAIL THE JSE
info@jse.co.za

JOIN US ON THE WEB
www.jse.co.za

BECOME A FAN ON FACEBOOK
www facebook.com/Johannesbhurg.Stock.Exchange

FOLLOW US ON TWITTER
www. twitter.com/MyJSE




