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Iive with the SRI Index

; ' ' :;."' GOI n 5 o have an impact on

J ‘:' the way trading on the
-i ., : "I'. JSE is conducted. Prior fo this, the index only provided

— * close-of-day values, leaving it somewhat on the

periphery of trading activity.
- That the SRl Index has become an impartant criteria
b : ~ ininfluencing trading decisions is not in doubt, but
 live trading will bounce the SR Index inta the flurry
{ : | of mainstream investment with its minute-by-minute

e &
[

" _- * | tracking capabilities.

) There has been a significant increase in the number
,:- :' 0 of JSE-fisted companies that are proritising the impe-
- 2 : ratives of corporate responsibility since the SRI Index
: ‘ | was created sin years ago. Making it onto the index
)

LR =

Fr-5 y J- | symbalises the commitment of a company 1o achieve
| halanced environmental, secial and economic success,
-_ >, *. a triple bottom line that dramatically decreases the
 pap between organisations and society and, of course,

': F ~ shareholder interest.

" | When Corli le Rous, head of the 3RI Index at the JSE,
:-: 0 gversaw its launch in 2004 under the sponsorship of

11"y g ' deputy CED Nicky Newton-King. and with the patronage
L of Graga Machel and Reuel Khoza, it was the first index

A - | of its kind in an emerging market, and the first o be
:- - managed by a stock exchange,

‘It was always intended that the SR1 Index would
have live pricing, says L Rous, 'Going live is signi-
ficant in addressing the discontent of investors wha
&, no bonger want to wse the SRI Index as just a benchmark.
,. . . ~ This service opens the door to the creation of SRI-based
3 products such as unit trusts, tracker funds and exchange
" traded funds (ETFs).

Ana Forssman, senior GM of Information Product
Sales al the JSE agress. “While it is possibie to create
investment products based on end-of-day pricing, this
is nat the noem. The market demands transparency and
_ real-time prices to track performance during the day.
ot i”, * The introduction of live pricing and the wisibility of the
" SRilndexon trading desks will facilitate the introduction
| of SRI-based products.’

S5 Responsible investment is coming of age and is
_"'- | increasingly impartant to investors, most natably far

| institutional investors such as pension funds,’ says
" / ~ Le Row. "While enabling responsible investment was
-2 '. -~ an ariginal aim of the index, the credibility and robust-
| ness of the criteria and research process, as well as
the buy-in of eligible companies, initially demanded
L . maost of the attention. The focus on the index from an
 investor point of view really started converging late in
2006, when it started to increase its functzonality for
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EE Going live is significant in
addressing the discontent of investors
who no longer want to use the SRI
Index as just a benchmark ’ ,

the investment community. We are now able to market

it more aggressively and promate the impartance of
responsible investing.'

A year ago the JSE achieved a breakthrough with the
growth of the SR Index when the Govemment Employees
Fension Fund {GEPF) — &K largest trading pension fund
and asset owner — bepan collabarating with the JISE on
data collection and analysis for the SRI Index

A5 a founding signatosy to the UN's Principles for
Responsible Investment, the GEPF positionad itsedf s a
leader in actioning its aspirations to investigate how to
incorparate environmental, social and governance (ESG)
considerations into its investment decision making, and
i5 wsing the SAI Index criteria and concomitant analysis
on listed companies as a foundation for informing its
own research and engagement.

King lIl has made it evident that pood corporate
governance and sustainability issues are becoming
increasingly impartant for listed SA companies, and
along with other drivers such as the UN Principles of
Respansible Investment, a clear directive has emerged:
achieving social development and emironmental
sustainability while achieving business success.

At the end of November, the JSE will annownce
{he results of its 2009 SR Index review, publishing
constiteents’ names and highlighting the top performers.
Inchusicn on the index has become a desirable accolade,
having grown from 51 companies at inception, to 61 at
the end of 2008. 108 companies are currently under
review far the 2008 assessment.

All SRI Index constituents are reviewed annually to
ensure they meet three criteria: environmental, social,
and governance and related sustainability concerns.

In response to investor demand for transparency and .
predictability, all Top 40 and mid cap companies have .
automatically been assessed since 2008, while small

caps remain eligible for voluntary assessment,
As markets mature, awareness of the impact corpo-
rations have on the health, education and livelihood of
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“ Inclusion

on the index
has become

a desirable
accolade, having
grown from 5l
companies at
inception, to

61 at the end
of 2008 §9

society tends to grow, Business operations invarniably
result in some form of displacement and it is therzfore
crucial that measures exist 1o ensure that this impact
is minimised, if not eliminated entirely,

The SRI Index review is, therefore, ot just a
stakehaldes-centric model but a means to track the
difference a committed organisation is making.

This is certainly endorsed by the J5E% head of investar
relations, Michelle Joubert, who has worked alongside
Le Roux for two years. "Our aim i5 for companies fo
use the index eriteria as a standard against which good
triple Battom line practices can be measured, thereby
greatly encouraging awareness of the impartance of
sustainability issues.”

Reviewing the constituents for 2002 is undertaken
by LIK-based Eiris, a leading international proveder
of sustainability research and anakysis. Using the
indicators set by the JSE in the SRI Index Criteria, Eiris
looks af the extent 1o which SA candidate businesses
address E3G issues in line with global standards. Locally
relevant imperatives such as BEBEE, HIV/tads, skills
development and occupational health and safiety are alsa

Deeana Group is one such company and regards the
influgnce and impact its busingss has on the econamy,
society and the environment very seriousky. 2008 was the
fourth year that it was included in the SRT Index due o
consistently meeting its key objectives: to position the
company for long-term grawth and viability; to utilise
resources on a rasponsible basis; to maintain positive
relatinnships with major stakeholders; and to promode
social upliftment.

Whuyl Mtsheketshe, head of Oceana Group's Corparate
Attairs and Transformation division, canfinms that the
group has szen increased benefits since its inclusion.
‘More importantly,’ he says, ‘we view our inclusion a5
playing an integral rode in our survival and success,
as much as it is our corporate duty to contribute fo the
well-being of our stakeholders.”

Le Rous confioms that Oceana’s inclusion is indesd
a remarkable achievement for a small-cap company
classified as a high environmental impact organisation,
requiring it to meet the same critena as [arge mukti-
national corporations operating in sectors such as
mining, construction, ol and gas.

The mining sector could again dominate as &
high-impact hest perfarmer in 2009, Other industries
that usually perform well include financial institufions,
construction, food, and insurance. By their very nature,
these sectors have the biggast impact on social
development and have lang bean exposed to the
pressures of meeting their obligations in this regard.

Thede is, obvicusly. an enormons ditference between
those organisations that plant a tree and those that
implement social and environmental responsibility
beyond the balance shest,

The SRI Index is no banges driven solely by stakeholder
interest; it has grown to become the social code for
business practice in SA. By providing an aspirational
benchmark for what good sustainability practicas entail,
and facilitating nvestment in and engagement with
{hase who espouse such practices, the SRI Index's impact
on corporate and investment behaviour, in relation
fo the environmental and socio-economic imperatives
af SA, could be significant. (S

considered. This is nol as much a judging process as it ‘\\

i5 @ monitoring one.

Conzistent constituents are finding that not only
does the recognition of being included on the index add
financial valug, but it also preves a track record and
strengthens their reputation as a good corporate citizen.
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