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Corporate Action Transformation in South Africa

Key Findings overview

Who participated in our campaign?

Sponsored by
J S As a truly industry-wide survey, we have benefited from the insights of
over 72 organisations across the South African investment-cycle.

These respondents are broken down as follows:

mre———

The average corporate action team in South Africa has
grown by 11% in 2022. In keeping with global trends, we
are seeing more pressure on the industry’'s back offices
than ever before — posing an urgent question of how we
can build scale into our operating models.

Custodians
This document summarises the key statistical findings /Biokers Back Office,
of our industry-wide survey campaign, led by JISE with =
the support of Strate — aimed at helping to make the
case for standardization and automation of our
corporate actions.

Investment
Manager/
Trading, 7%

Investors
19%

We would love to hear your reactions to these findings S
and so please reach out if you have any comments or
guestions (to info@thevalueexchange.co)

COO/ Head of
Operations, 12%

Finance,
22%

the case for transformation
thevalueexchange.co
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Corporate Action

Transformation in South Africa

Key Findings overview

47%

29%

The average corporate
action team (in
headcounts) in South
Africa

Of market participants
using >2 data sources for
corporate actions

of market participants
experiencing serious issues
with manual event
processing

39%

54%

60%

Of issuers who believe that
their event notifications
take >4 days to reach
investors

Of issuers experiencing
votes getting lost

Of issuers who struggle
with poor visibility on
shareholder voting

Challenges for Investors

66%

x2.7

62%

Of corporate action
notifications are manual
today

South Africans view their
cost of risk to be 2.7 times
the global average

Of manual validation is on
voluntary events

Sponsored by

JS

The Case for Change

14%

88%

75%

A move to golden copy
event data would remove
14% of data management
costs

Of market participants are
seriously struggling to
automate corporate actions

STP improvement
expected for issuers in
providing logicized event
notifications

benchmarks

Impact

community
thevalueexchange.co
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Corporate Action Transformation in South Africa

The human cost of corporate actions: 9 FTE per participant and growing by 11%

/ Issuers: \

The Cost of a Corporate Event

S5

headcounts
per corporate
event

headcounts
per corporate
actions team

eadcount growth

/ Brokers: \

The Cost of a Corporate Actions
Team

A

headcounts
per corporate
actions team

headcount growth

o /

/ Investment \

Managers:

The Cost of a Corporate Actions
Team

M o...........

headcounts
per corporate
actions team

headcount growth

the case for transformation
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Corporate Action Transformation in South Africa

The growing cost of corporate actions

How many data sources do you currently process today What is your current annual data spend on corporate
for South African corporate actions? actions and how is this changing year-on-year?

20% R900,000
18% / \ R800,000
%
21% Lk 12 (0] R700,000

14% nnual growth in
6 annual growtr R600,000
corporate action
2%
data costs R500,000
/ \ 10% \_ J
R400,000

47% e o R300,000

32% 9
of South African S0

market 4% R200,000
participants are
using >2 data 2% R100,000
feeds 0o ] | 0
1 2m3 m4 H5 86 07 B8 . .
K / Broker / Trading Custodian / Bank Fund Fund manager
Member administrator

s /AR Spend —@=9% Change YoY

the case for transformation
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Corporate Action Transformation in South Africa

The manual burden at the heart of the problem

How would you score your corporate action notifications today?
(Quality of processing, out of 5)

Data Relevance 3.7

Data accuracy 3.7

29% )
of South African
market
participants have
serious (4,5) issues
with the manual
nature of their
corporate action

processing /

Data Timeliness 3.6

Data Completeness 35

Manual Handling (BAU) 33

Manual Exception handling 32

the case for transformation
thevalueexchange.co
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1. Market challenges for issuers
Time to the investor

How long does it take for an event notification to reach
beneficial owners?

/ 39%

of issuers believe it takes >4 days for
an event to reach beneficial owners

44%

of small-cap issuers (<R25bn) believe
it takes >7 days for notifications to
reach beneficial owners

A /

= Within 1 business day = Within 2-3 Business Days = Within 4-7 Business Days = Over 7 Days

the case for transformation
thevalueexchange.co
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1. Market challenges for issuers
Lost data from the investor

4 N
54%

of issuers experience
lost instructions

N /

How often do you experience instructions
getting caught in the custody chain?

100%

0% .

Not at all

Not frequently

H<R25bn m®R26bn - R100bn

>R100bn

Frequently

-

N

Larger cap

issuers struggle
more often than
small caps with lost
instructions

/

the case for transformation
thevalueexchange.co
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1. Market challenges for issuers
Communications

What other challenges do you face in your engagement with beneficial
owhers?

@ Poor visibility on event responses (until just before deadline) 60%

olz‘ Lack of active engagement from investors (i.e. majority

'/\(Q\ resorting to default options) 20%

4 Investors asking for last minute extensions / work around 10%
processes ’

Inability to engage with leading shareholders in a timely way
before deadline

10%

S

the case for transformation
thevalueexchange.co
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1. Market challenges for issuers
92% of issuers are seeing impactful issues in their corporate actions

VN

How much inefficiency do plumbing issues create in your shareholder

engagement?

14% >R100bn

22% 0
: 3.8

=
57% 2
b
0]
&
9

< <R100bn

issuers
5%
3%
——
No issues (1) Minor issues (2) Issues (3) Strong issues (4) Severe issues (5)

the case for transformation
thevalueexchange.co
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2. Market challenges for investment managers
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2. Market challenges for investment managers
South African market automation lags global peers

Switzerland
Singapore

India
Netherlands
United States
France

Thailand
Australia

Hong Kong
United Kingdom
Malaysia

South Africa (2022)
Ireland

Canada

o
X

How do market participants receive their corporate action
notifications?

10% 20% 30% 40% 50% 60% 70% 80% 90%

®m Manual mAutomated

4 N
66%

of South African corporate
event notifications are
received manually (via

email, fax or through web-

100%

portals)

- /

the case for transformation
thevalueexchange.co
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2. Market challenges for investment managers
A heavily manual data chain

How are we receiving corporate actions today in South Africa?
(Average % of notifications received through each channel)

Websites / Online portals - L -

39 Fax / Email / Excel

R 015022 (<90% STP)
8 038022 (>90% STP)

ol
| 62%

Administrators
/ Brokers

60%

(O]

of flows
received via

manual

channels

of flows
received via

manual 4 il

channels

m Banks and Brokers (South Africa) m Banks and Brokers (Global average) mnvestors (South Africa) m |nvestors (Global average)

c0 = Fax / Email / Excel

Custodians/ 3

Investment
Managers

the case for transformation
thevalueexchange.co



2. Market challenges for investment managers
Lower manual costs than global averages? And more than twice the risk

How does the cost of a corporate action break down?

Manual Costs

Global Average 10
- Lower than global average?
But only 25% of SA is tracking these
costs
South Africa (Average) 5 27
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Data sourcing (vendor feeds, etc.) m Data cleansing Data enrichment (FTE)
m Data interpretation m Event processing (FTE / system costs) m Cost of risk (errors/near misses)

the case for transformation
thevalueexchange.co
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2. Market challenges for investment managers
What's driving the risk? Voluntary events clearly driving the manual burden

-

.

62%

of manual
sourcing and
validation is on
elective events,
+6% vs global
averages

~

56

How is your (manual) data sourcing and validation effort distributed by type of event?

Global average

27

INCOME
20

17

Investors

Banks

Brokers

14

22

12

" MAND mINCOME

VOLU

O 74% )
of manual
sourcing and
validation for

brokersis on
elective events -

creating major
\scaling challenges/

the case for transformation
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2. Market challenges for investment managers
Spin offs and Tender offers present the most urgent case for change

How would you rate your ability to process your corporate action events today?
(Average score out of 5)

Cash Dividends / Share Premium Dividend / Cash Distribution / Interest payment 476

Stock Dividends / Scrip Dividend / Bonus issue (capitalisation issue) | IENEEE—— N <33

Mandatory Redemption / Partial Redemption 414
Rights Distribution / Rights subscription 410
Stock splits (sub-divisions) / reverse stock splits (consolidations) 410
Exchange offers / Priority offer (Conditional or unconditional offers) /Odd lot Offer 4,00
Dividend Options / Dividend Reinvestment 4.00
3 Repurchase offer (Buybacks) 395
g Merger / Conversion 390

Tender offer (Takeovers) [ =76
Spin-offs (Demerger/ Unbundling) I, s.71

Bond interest {?— 344

the case for transformation
thevalueexchange.co
-



REFERENCE SLIDE

Commenta ry on event Issues

- Bond Interest payments calculated incorrectly on BDA and needs to be
Bond interest manually corrected

- Complexity is introduced when disclosure is required at beneficial owner
level and allotment is at beneficial owner level, i.e. spreadsheets
Spin-offs (Demerger/ Unbundling) - Cost price updates not always processed automatically

- Complexity is introduced when disclosure is required at beneficial owner

level, i.e. spreadsheets. Deviation from Standards (Global Market Practice) and

local market practice introduces risk and processing challenges

- Have too manually remat and remove position on accepted clients. If not
Tender offer (Takeovers) done, it poses a risk of client selling.

- Complexity is introduced when disclosure is required at beneficial owner
level, i.e. spreadsheets. Deviation from Standards (Global Market Practice) and
Merger / Conversion local market practice introduces risk and processing challenges

Market announcements must specify whether there will be rolling settlement
(i.e. multiple events) as this impacts eligibility computation and position
Repurchase offer (Buybacks) management that can impact trade settlement committing

A DRIP event where reinvestments may be scaled back has introduced
Dividend Options / Dividend Reinvestment additional manual processing requirements

Market announcements must specify whether there will be rolling settlement
(i.e. multiple events) as this impacts eligibility computation and position

Exchange offers / Priority offer (Conditional or unconditional offers) /Odd lot Offer management that can impact trade settlement committing

Complexity is introduced when disclosure is required at beneficial owner level,
Stock splits (sub-divisions) / reverse stock splits (consolidations) i.e. spreadsheets
Rights Distribution / Rights subscription Spreadsheet, BOP Reporting

The issue of over and under payments from Issuers impedes entitlement
Mandatory Redemption / Partial Redemption certainty and processing efficienices

Stock Dividends / Scrip Dividend / Bonus issue (capitalisation issue)

Cash Dividends / Share Premium Dividend / Cash Distribution / Interest payment

the case for transformation
thevalueexchange.co
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2. Market challenges for investment managers

Corporate action risks are materializing strongly across our businesses — impacting
our investments above all

What issues have you experiences as a result of corporate
action errors in the last 24 months?
(By impact out of 5)

Reputational damage
° .00

Investment
managers

Client SLA breaches
2.65

W

Brokers
/ South African \

market
participants are
experiencing

Regulatory sanction / penalties
oueten i 153 51%

stronger errors

Global A South Africa A than their global
obal Average  mSout rica Average \ oeers /

Internal Audit Issues
33

the case for transformation
thevalueexchange.co
-



3. The case for market transformation




3. The case for market transformation
A clear case for internal and market automation

How the cost of a corporate action breaks down - depending on operating model

Data costs: 24% Risk: 9%

@ Golden Copy Market 15% 1% 20% 36%

Data costs: 27%

@ South Africa - High automation 6% 5% 38% 24%

Data costs: 38% Risk: 33%
m Data sourcing (vendor feeds, etc.) m Data cleansing Data enrichment (FTE) m Data interpretation (FTE) W Event processing Cost of risk Others

the case for transformation
thevalueexchange.co
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3. The case for market transformation
Market infrastructures play the lead role in driving change

Who do you trust most to provide your corporate actions notifications?

/Who do banks and /Who do investment\
brokers trust most?

managers trust most?

Most
Most

CSD / Strate

Custodian
Data providers

CSD / Strate

Issuer

Data providers

Broker / Wealth Managers

+—
%]
©
o}
2
k / CSD/ Strate JSE Custodian Issuer Broker / Wealth  Data providers

Manager

Broker / Wealth Manager

/

/Least

m Banks/Brokers ®Investors

the case for transformation
thevalueexchange.co
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3. The case for market transformation
Market participants are still spending to compensate for data issues

Where are firms investing in corporate actions?
(% of respondents investing in each area)

Where is the work over the next 3 years?

e N
~N Deploying data cleansing platforms 80% 33%
Brokers
Are 'nveSt.'”Q Adding new data sources 80% 33%
64% most heavily in
corporate action oot ol -
of new transformation opting ne\grffgmgﬁ ogy platiorm 80% 50%
project \ J
ivity is on
acéd tyiso Working with Exchange / CSD to = -
addressing automate :
co_rporate 13% 13% 13%
1on
act cr)iskdata API connectivity to counterparties 60% 33%
7%
Adopting new market utility platform 40% 67%
2 X
o,;\o (,\\(\Q KO&\ o‘><\
\@,b\ Q\,;)x @bo RPAs / Robotics 40% 67%
4
®$ /b‘{\ RS (,7\0
qo \@ \\l_é” & Artificial Intelligence / Machine-learning 40% 33%
N & @ RN
O & &
v o"ﬁ
-OC’ Increasing headcount 40%
KO
OQ,Q on

m2022 m2023 m2024

m Broker mCustodian Investor

the case for transformation
thevalueexchange.co
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3. The case for market transformation
..but the solutions available are limited in their impact, especially for investors

What are the key challenges that you face in automating your corporate Who is struggling the most?
action data processing? (Average scale of challenge, out of 5)
(Average scale of challenge, out of 5)
4 )
88%
of market
No one provider is able to make the required impact participants are

seriously struggling
with their corporate

Return on Investment / Time Horizon 2.7 15 action automanon
(scoring 4 or 5)

Solutions do not reach the required levels of STP / error

2.8 1.8
rates

Dependencies on upstream providers (preventing us
from automating)

I

32 (0]

Challenges Finding Suitable Technologies 3.0 1.0

Custodians Brokers Investors

m Brokers mCustodians Investors

the case for transformation
thevalueexchange.co




3. The case for market transformation
The issuer case for automation is compelling

How much would automation How much would automation
benefit issuers?

cost issuers?
(% change in STP rate)

+28%

additional headcount f'-)\

costs per issuer \_/
Are these costs project

costs or long term?
+4.0%
issuers

additional financial costs per
+31%

Average STP
improvement

the case for transformation
thevalueexchange.co
-



3. The case for market transformation
..but does current legacy technology stand in our way?

Who would be responsible for sending
logicized corporate action information in the

future?

| don't know
22%

My organisation
22%

i

What key challenges do issuers face
in automating their corporate action

transmission?
(Out of 5)

Current system capabilities

Challenges in investment
prioritisation

Challenges in workflow approval
between sponsor and issuer

Current levels of automation

the case for transformation
thevalueexchange.co
-



Corporate Action
Transformation in
South Africa

What next?

Sponsored by

s

Key

Benchmark Findings

Scorecards

Industry Market
discussion handbook

Key Findings

Podcast
What did the What does this What does this What does the
survey tell us? mean for me? mean for the change journey
industry? look like?
A discussion document Personalised scorecards for Detailed, interactive Specialist insights on our Presentations to a series of A comprehensive
that highlights the key every respondent dashboards giving you full Key Findings in a 30- global industry working handbook report that
statistical insights from our access to every survey minute interview with groups to turn our insights showcases the
survey (E-mail must be provided) response leading experts into advocacy priorities transformation journey:
and outcomes what to focus on, what

risks to expect and what
returns to look for

Click here to visit our full resource page

for Corporate Action Transformation in South Africa

 benchmarks
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