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At the African Securities Exchange Association (ASEA), we believe in
the importance of exchanges participating towards achieving SDGs and in
effect, a working group was formed in April 2018 (ASEA-SWG), with the
main target of identifying the ongoing efforts and initiatives implemented in
various African exchanges and develop a roadmap for exchanges to expedite
and foster their sustainability efforts.

ASEA-SWG introduced a Sustainability Roadmap for the African Exchanges,
which consists of four main pillars and nine recommendations aiming at
enhancing the perception around sustainability and encouraging ASEA
member exchanges to adopt sustainability initiatives to increase the awareness
of different stakeholders about the importance of sustainability.

This year, the ASEA-SWG presents the first sustainability roadmap progress
report which builds on the findings and recommendations of the roadmap and
measures the performance of ASEA member exchanges in the sustainability
pillars and recommendations, through designing “Online SWG Annual
Sustainability Progress Questionnaire” which consists of 48 questions and
divided into five main parts.

The progress report showed that the sustainability is gaining momentum in
the African capital markets, as exchanges started to involve in sustainability
initiatives and the responsibility and oversight of sustainability issues is being
discussed at board’s level, and more ASEA member exchanges are reporting
on sustainability issues in their annual reports.

Finally, by following the roadmap, we believe that ASEA member exchanges
will achieve quantum leaps in the area of sustainability on the exchanges
level and listed companies level.
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In 2015, United Nations member States launched the Sustainable Development
Goals (SDGs). These goals provide a vision for the world that we are all
trying to achieve and set targets for eliminating poverty, achieving gender
equality, addressing climate change, and ensuring inclusive and sustainable
economic growth. Achieving these goals will require the inputs of all
organs of society, from governments to civil society to industry and finance.
Stock exchanges have an important role to play in this effort by promoting
investment in sustainable development and helping companies to deliver
better environmental, social and governance (ESG) practices. The African
Securities Exchanges Association (ASEA) should be commended for its
efforts in this regard.

ASEA displayed strong leadership on sustainability issues by creating
a sustainability working group and rapidly progressing to a concrete
“Sustainability Roadmap” within the same year. Moving from ideas to actions,
the 2019 ASEA Annual Sustainability Progress Report demonstrates the
commitment of ASEA member exchanges to not just develop a roadmap, but
to chart their progress along that road. Throughout the indicators presented in
this report there is a clear and consistent message of progress and innovation.
This is also born out in the engagement that ASEA members have with the
United Nations Sustainable Stock Exchanges (SSE) initiative. Two of the
SSE’s five founding exchanges are members of the ASEA’s sustainability
working group and over the past decade we’ve seen a sharp increase in
the promotion of ESG practices by exchanges in Africa. The SSE has been
tracking this progress in our database of stock exchange practices, where we
document the rise in guidance to issuers on ESG disclosure as well as product
innovation in the area of ESG equity indices and green bonds.



The SSE’s approach has always been one of peer-to-peer learning and multi-
stakeholder dialogue. We’re encouraged to see ASEA members engaging in
this spirit among themselves and with key stakeholders from the investor,
issuer and regulator communities. This includes important regional initiatives
such as the Marrakech Pledge, born out of the COP22 UN climate summit,
which is bringing together capital market regulators and exchanges in a
combined effort to build and promote green finance in Africa.

The SSE will continue to support the ASEA sustainability working group in
their efforts to promote good ESG practices and investment in sustainable
development. In the past year we’ve expanded our technical assistance
activities with ASEA member exchanges in the area of ESG disclosure. We
look forward to further supporting exchanges in the region in other key areas
as well such as product innovation to attract SDG themed investments.

The SSE welcomes ASEA’s efforts in Africa to align investment with
sustainable development. The progress so far is praiseworthy and serves
as a model for other regional associations of exchanges. Nevertheless, the
challenges and opportunities before us are great: global investment needs
to achieve the SDGs are on the order of $5 to 7 trillion per year, with about
$3.3 to 4.5 trillion per year in developing countries alone. Much of this is
for basic infrastructure, food security, health, education and climate change
mitigation and adaptation. Stock exchanges can be instrumental in meeting
these investment needs, but to do so over the next decade, we will need to
rapidly expand sustainable finance activities. We look forward to supporting
the ASEA sustainability working group in their efforts to achieve this goal.
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Background on the ASEA Sustainability Working Group-SWG

The African Securities Exchange Association
(ASEA), is a firm believer in the critical role of
securities exchanges in the achievement of the
United Nations (UN) Sustainability Development
Goals (SDGs), as key agents for the financing of the
SDGs and also for promoting sustainable business
practices. In keeping with this, ASEA established
the Sustainability Working Group (SWG) in April
2018.

A primary objective of the Sustainability Working
Groupistoidentifytheongoingeffortsandinitiatives
implemented in various African exchanges and
develop a roadmap for exchanges to enhance their
sustainability efforts. In November 2018, the ASEA
SWG introduced the Sustainability Roadmap
Pillars and Recommendations, which consist of

four main pillars and nine recommendations.

The 2018 Pillars seek to unify and align ASEA
member exchanges’ efforts and practices around
sustainability, to enhance the value created for
stakeholders and drive sustainable economic

growth in the region.

The ASEA Sustainability Working Group (SWG)
is chaired by the Egyptian Exchange (EGX) and
members include: The Nigerian Stock Exchange,
Bourse Regionale de Valeurs Mobilieres (BRVM),
FMDQ Securities Exchange, Zimbabwe Stock
Exchange and Johannesburg Stock Exchange.
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Figure (1): ASEA Sustainability Roadmap Pillars

ASEA SR1 ASEA SR3

(WFESPS)* (WFESP4)*
Internal Impact Markets &

Assesment Products

a. Defining Responsibilities )
and Oversight a.Introducing

b. Defining Sustainability SUStalﬂflblllty Indices
Focus Area b. Promoting Green

c. Sustainability Evaluation Finance Products

Metrics

a. Exchanges Sustainability
Reports

. Commitment to

Market Education on
b. Model Guidance on Sustainability.
ESG reporting for listed . Women Empowerment
companies & Gender Equality
Reporting on Market
Sustainability Education
(WFESP2)* (WFESP1)*
ASEA SR2 ASEA SR4

* WFESP: World Federation of Exchanges (WFE) Sustainability Principles
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Objectives of the ASEA-SWG

After ASEA Sustainability
Roadmap in November 2018 during the ASEA

introducing the

Annual Conference, the SWG revised its objectives

Objectives of ASEA-SWG

To report to the ASEA ExCo on the status
of Sustainability performance of ASEA
members, through annual progress report as

defined by the ASEA Sustainability Roadmap;

To report on the current status of
environmental,
(ESG)

comparing current listing rules pertinent to

social and governance
reporting disclosures, through

ESG reporting in ASEA member Exchanges;

To promote and enhance ESG reporting and
disclosure through developing a guideline for
minimum ESG- disclosures to be embedded

in listing rules;

To develop “ASEA Online Learning Hub
on ESG”, which will provide online programs
for different stakeholders including investors,
listed companies, exchanges, and regulators
in ASEA markets.

and updated the Terms of Reference (ToR) in line
with the Four Pillars of the Roadmap.

m To communicate with top ESG index
providers on developing an African ESG

Index.

m To develop strategy for promoting green
finance products in cooperation with leading
stakeholders (e.g. WFE-SWG, UN-SSE, IFC,

Climate Bond Initiative, etc.)

To provide an acceptable specific definition
for Impact Investing, differentiating it from

current ESG investing.

m To coordinate closely with key stakeholders
of sustainability i.e. SWG-WFE, UN SSE,
IFC, Climate Bond Initiative, etc.




About This Report

This report seeks to highlight current developments
and progress in sustainability practices, opportu-
nities and challenges among the ASEA member
exchanges in applying the ASEA Sustainability
Roadmap recommendations. Thus, the report is

designed as an annual progress report which builds

--------------------------------------------------------------
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on the findings and recommendations of the road
map introduced in 2018.

The report is based on a survey conducted by the
ASEA-SWG. The working group developed a
comprehensive “Online SWG Annual Sustainabil-
ity Progress Questionnaire” consisting of 48 ques-

tions and divided into 5 main parts.

--------------------------------------------------------------

Part (1): Exchange Specific Information (9 Questions).

Part (2): ASEA-SWG Pillar 1: Internal Impact Assessment (14 Questions)
Part (3): ASEA-SWG Pillar 2: Reporting on Sustainability (13 Questions).
Part (4): ASEA-SWG Pillar 3: Markets and Products (6 Questions).

--------------------------------------------------------------

Part (5): ASEA-SWG Pillar 4: Market Education (6 Questions).

--------------------------------------------------------------



ASEA-SWG Pillar 1: Internal Impact Assessment

It is clear from the survey responses that African
Exchanges believe that rising sustainability
concerns and new business opportunities are
the major motivations for their involvement in
sustainability activities in addition to the increasing
importance of disclosure of ESG data, which do
not adversely affect their business, and this helped
some exchanges to optimize ESG performance.

a. Defining Responsibilities &
Oversight:

The first proposed pillar in ASEA sustainability
roadmap recommendations is to encourage
each exchange to perform an internal impact
assessment of the current sustainability efforts and

to set a progressive path for contributing towards
achieving SDGs on the local, regional and global
partnership levels of sustainability.

This could be achieved through: (i) defining the
responsibilities and oversight of sustainability
issues and initiatives at the exchange level; (ii)
assessing current technologies, resources and
products that are currently, or could potentially,
further the implementation of sustainability
initiatives; (ii1) putting in place a dedicated
“Sustainability Committee”; and (iv) discussing
sustainability issues at the board level.

As a starting point to enhance exchanges’
sustainability activities and initiatives, the
Roadmap recommended that exchanges establish
Sustainability Committees that are charged with
definingthe exchange’s sustainability commitments
and responsibilities and maintaining oversight of
ESG issues. It is worth mentioning that the number
of ASEA member exchanges with a Sustainability
Committee increased from 5 to in 2018 to 8 in
2019.

PILLAR 0]
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Fig (2): Does Your Exchange Have A Sustainability Committee?
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In addition, the member
encouraged to report on sustainability at the board
level, and out of the surveyed exchanges, 17 of
them the sustainability related issues are discussed

at the board level. Also out of the surveyed

exchanges were

exchanges, the primary responsible for exchange’s
sustainability issues in the Board of Directors
increased from three member exchanges in 2018
to 6 member exchanges in 2019.
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Box (1): JSE Internal Committee on Sustainability

The JSE incorporated an internal sustainability
committee in late 2017 as part of its drive to
have more inclusive staff input and participation
in its sustainability efforts in making the JSE a
better place to work. The committee consists of
representatives of the various departments within
the exchange and allows staff to consider how
the exchange can improve its internal practices,
consider risks and opportunities as well as make
input into the overall strategy. The existence of
the committee also helps the exchange implement
Principle 5 of the WFE Sustainability Principles,
an area where the JSE felt it could improve as it
already covered Principles 1 to 4 quite extensively.
Principle 5 states:

“Exchanges will establish internal

effective

governance and operational processes and
policies to support their sustainability efforts”

The committee is chaired by the Senior Manager
for Group Strategy and Sustainability and members

areappointed by theirrelevantexecutive committee
heads. The outputs of the committee form part of
the on-going reporting in relation to sustainability
to the group social and ethics committee (a sub-
committee of the board of the directors). The first
intensive workshop of the committee was held in
June 2019, and was pivoted off 5 key SDG’s that
the exchange felt it could immediately impact,
namely SDG’s 5,10,12,13 and 17.

A sample set of items that were identified
for internal action in relation to the JSE as a
company, include: the extension of support for
CFA candidates, the upgrade of the mother’s room
for the breastfeeding mothers, the inclusion of
bicycle racks for those cycling to work (and hence
reducing their carbon footprint) and the creation of
a directory of volunteers/mentors who are willing
to assist other employees who are studying.
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Fig (3): Who is primarily responsible for your exchange’s sustainability program or projects?
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b. Commitments and Memberships:

During 2019, out of the 21 surveyed member
exchanges, 8 exchanges are members of the
Sustainability Working Group (SWG) of the
World Federation of Exchanges, compared with

7 exchanges in 2018. The number of African
exchanges belonging to the Sustainable Stock
Exchanges (SSE) Initiative is still 13 exchanges.
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Fig (4): Is Your Exchange A Member of the WFE Sustainability Working Group?
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Fig (5): Is Your Exchange A Sustainable Stock Exchange Initiative (SSE) Partner Exchange?
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It is worth mentioning that out of the 21 surveyed
exchanges, the number of ASEA members in the
UN Global Compact (UNGC) as Participants or
Signatories, increased to 9 member exchanges
in 2019 compared with 7 exchanges in 2018.

Sustainability Progress Report 2019 17

Furthermore, of the 11 exchanges that are not
currently participating in the UNGC, 8 exchanges
noted that they are planning to participate in the
UNGC in the future.

Fig (6): Is Your Exchange a Participant In The United Nations Global Compact (UNGC)?
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Table (1): Other Membership and Commitments

Country Stock Exchange Other Memberships & Commitments

Botswana Botswana Stock Exchange Marrakech Pledge

Egypt The Egyptian Exchange (EGX) Marrakech Pledge
The Task Force on Climate-related Financial Dis-
closures Report (TCFD)

Mauritius Stock Exchange of Mauritius Climate Bond Initiative

Morocco Bourse de Casablanca Marrakech Pledge

Namibia Namibian Stock Exchange Marrakech Pledge

Nigeria Nigerian Stock Exchange (NSE) Marrakech Pledge

FMDQ OTC Securities Exchange Climate Bond Initiative

South Africa JSE Ltd UNPRI

Zimbabwe Zimbabwe Stock Exchange UNPRI

Tunisia Bourse de Tunis (BVMT) Marrakech Pledge

Kenya Nairobi Securities Exchange Marrakech Pledge

Tanzania Dar Es Salaam Stock Exchange Marrakech Pledge

c. Sustainability Evaluation Metrics

Out of the surveyed exchanges, 10 exchanges have
defined Sustainability Key Performance Indicators
(KPIs).

The formal segregation of responsibilities should
be followed by development of sustainability
evaluation metrics and Key Performance Indicators
(KPIs) to track the progression of exchanges at
both the exchange and market levels in each focus
area.

Fig (7): Does your exchange define Key Performance Indicators (KPI’s) for sustainability?

No Response 4

No 7

2019

Yes 10
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Box (2): JSE Sustainability Case Study

Executive Summary

The JSE’s sustainability purpose statement is as
follows:

The JSE, as a leader in emerging markets,
recognises the importance of integrating the
long-term perspective into financial markets to
reduce socio-economic and physical risks and to
contribute to enhanced financial stability and a
low carbon economy. We undertake to:

* Guide our markets on the importance
of incorporating ESG into investment
considerations

* Provide the tools and services that facilitate
responsible investing and the re-orientation of
capital flows to more sustainable development

* Use our central role as connector to facilitate
engagement and advocacy in relation to
sustainability

* Qurselves behave in a manner that explicitly
considers sustainability across our value
chain as an exchange and as a central player
in the South African economy

)
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Whilst the JSE is considered a global leader
due to its early and ground breaking efforts in
sustainability (that span more than 15 years), the
impetus to act was driven by local context where
many of the “E” and “S” issues in particular
were very much at the heart of many of JSE
listed companies. Hence the exchange felt it was
imperative that we understand the challenges
being faced by our companies, which reflected
broader socio-economic and environmental
challenges, and that we enable an environment of
better practice and disclosure in relation to ESG.
We saw sustainability as a governance issue and
as the listings and market regulator, we also had
added impetus to encourage better governance and
a longer term view in to interests of investors and
society at large.

Over time we have come to use the various levers
available to us to create an enabling environment
where better sustainability disclosure and practice
can flourish. The key levers are: regulation; tools,
products and services; advocacy and engagement
as depicted below:
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Implementation

We recognised that our primary opportunity and
competence is that we are connector between
various parts of the market eco-system. When
considering how best we, as an exchange, can
support and encourage a transition to more
sustainable development, we realised that our
external sphere of control or influence (i.e. our
listed companies, and the investment value chain)
is vast, and is thus where we have focused much of
our attention for over a decade. Our aim is to create
an enabling environment in which better ESG
disclosures and practices, as well as responsible
investment can flourish. We do this through the
levers of:

* Regulation (listing rules) - predominantly
the adoption of the King Codes of Corporate
Governance (King IV), supplemented by a
few mandatory governance requirements in
relation to gender diversity and racial diversity
at a board level, as well as the requirement for
anon-binding vote on remuneration policy. We
were the first market in the world to mandate
integrated reporting as a consequence of us
requiring companies to report in accordance
with the King IV , and because King IV
recommends that companies produce an
integrated report.

» Tools and services — we create products like
the responsible investment indices, green
bonds which are/can provide for the direct
investment into instruments that factor in ESG;
Sustainability courses via JSE Academy, ESG
futures contracts, and ESG data which can be
used by investors (or other entities) to create
bespoke investment and screening strategies.

------------------------------------------------------------------

Engagement — entails creating platforms for
key role players to come together and learn and
discuss various matters related to sustainability.
Our annual ESG Investor Showcase is our
flagship event and in 2019 we partnered with
the UN Global Compact the UN Principles
for Responsible Investment to host our 10th
annual showcase, which coincides with the
10th year anniversary of the Sustainable
Stock Exchanges Initiative. It was branded
the “SDG Investment Forum”. Typically,
we invite companies and investors to come
and speak about how they are incorporating
sustainability in their businesses and invite the
spectrum of issuers and investors to come and
listen and engage. This year we’ve expanded
even further to include some government
speakers and deeper engagement on the topic
of the SDGs.

We also partner as appropriate with other
entities in delivering activities that are topical
and will add value to our issuers and investors.
E.g we have a partnership with Shared Value
Africa Initiative on shared value and with the
Water Research Commission on water related
issues (given that South Africa is a water-
stressed country).

Advocacy - we sit on various local and
international advisory panels or working
groups to both share our knowledge and also to
learn and keep abreast of developments in the
sustainability space, which we can then bring
back to our home market and assist our own
stakeholders/engage better.

---------------------------------------------------------------
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Benefits

One example of the quantifiable effect of these
efforts has been to influence better disclosure
among listed companies in our market to a point
where they are amongst the best in the world (as
assessed by FTSE in their joint work with the
Sustainable Stock Exchanges Initiative). In the
2018 SSE “Report on Progress”, in relation to
disclosure rates, JSE companies were rated in
the top 5 globally of each of 7 ESG indicators
measured, and furthermore, rank at number 1 for
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two of those indicators (namely water and GHG
emissions) as seen in figure 1. The vertical axis is
the ranking of JSE companies (versus companies
on other exchanges) in relation per indicator that
was assessed. This is a clear indication of the
contribution a tool such as an ESG index can
make towards promoting disclosure and creating
sustainable financial markets.

JSE-listed co’s ESG disclosure ranking relative to other markets

5

1 1

Energy use Carbon Water Waste Rate of Rate of Percentage of
emissions use generation injuries & employee contractors
fatalities turnover or temporary

staff

Figure: Ranking of disclosure rates per ESG indicator of JSE-listed companies who are constituents
of the FTSE All-world Index and with revenues >= $1bn per (graph compiled by the JSE using data
from FTSE Russell as disclosed in the SSE Report on Progress 2018)
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In addition, and perhaps more interestingly, over
the last 10 months our FTSE/JSE Responsible
Investment (RI) Top 30 index has outperformed
the benchmark All Share index. The RI Top 30

Indices comparison

Next Steps & Conclusion

Over the next few years we will seek to increase
the range of investable sustainability-linked
instruments with the aim scale up responsible
investment and make it easier for issuers and
investors alike. We will further aim to work more
closely with other actors in the investment value

Index consists of the top 30 companies as per their
ESG score and is an equally weighted index. The
performance can be seen below:

We make it easier to
invest in companies that
invest in our future

let’s connect

www.jse.co.2a

chain and financial services eco-system to promote
sustainable development in a more deliberate
manner understanding that financial flows need
to be re-oriented toward a more sustainable
development pathway.
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ASEA-SWG Pillar 2: Reporting on Sustainability

“One of the main pillars for the ASEA sustainability roadmap is
Enhancing Sustainability Reporting and Disclosure at both the
exchange and market levels”

a. Sustainability Reports (by exchanges)

The survey results reveal that sustainability
disclosures by exchanges is largely a work in
progress, as of 2019 there are seven exchanges
publish an independent Sustainability Report
(compared to only three in 2018) , while twelve
exchanges report on sustainability within the
Annual Report compared with 9 exchanges last
year. Therefore, ASEA exchanges are encouraged

to lead-by-example, through issuing their own
independent Sustainability Report.

Figure (8): Does Your Exchange Report on Sustainability in its Annual
Report?
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Figure (9): Does Your Exchange Issue its Own Independent Sustainability Report?
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b. Model Guidance on ESG reporting for listed companies

At the market level, formal segregation of
responsibilities should take into account the role of
the exchanges in promoting greater transparency
in their markets, and in promoting high quality
ESG information that meets the increasing demand
for ESG information from investors and other
stakeholders.

In 2019, 7 out of 19 respondents stated that their
exchange provides written guidance on ESG
reporting, compared with five exchanges in 2018.

Fig (10): Does Your Exchange Offer Written Guidance On ESG Reporting?
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It is worth mentioning that there are 6 exchanges

planning to offer a written guidance on ESG
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reporting out of the 12 exchanges which do not

offer written guidance on ESG reporting.

Fig (11): Does Your Exchange Support Reporting In Line with (TCFD)?
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The number of exchanges that support reporting
in line with The Taskforce For Climate-related
Financial Disclosures (TCFD) increased to four
exchanges in 2019, from only one exchange in
2018.

This second pillar emphasizes the importance of
having ESG disclosure requirements embedded

in the main listing rules as the best option for
exchanges. However second best option would
be to create a separate listing board with ESG
disclosure requirements, that later conforms with
SSE recommendations.

Fig (12): Does Your Exchange Adopt ESG Reporting Requirements in its Listing Rules?
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As for the exchanges that adopt the ESG reporting
requirements in listing rules and regulations, 7 out
of 21 respondents state their exchange includes
ESG reporting requirements in their listing rules

and regulations compared with only 5 exchanges
in 2018. For two of these exchanges, namely
the Johannesburg Stock Exchange (JSE) and the
Namibian Stock Exchange (NSX), ESG reporting
is a mandatory part of their listing requirements.

Box (3): Sustainability Case Study- Zimbabwe Stock Exchange Limited

Executive Summary

The Zimbabwe Stock Exchange Limited (“ZSE”)
has been in existence since 1896. In light with
its vision to facilitate the economic development
of Zimbabwe and Africa, the ZSE believes in
achieving this goal through fostering sustainability
practices in the Zimbabwean capital market and
influencing the same beyond its borders.

Whilst the concept is relatively in its nascent
stage in stock exchanges of developing countries,
the ZSE has taken bold and deliberate steps to
encourage sustainability in the market based
on its pure passion for sustainability as well
as a response to demands from investors. To
demonstrate its commitment, the ZSE became the
9th African exchange to join the United Nations’
Sustainable Stock Exchange Initiative (“UN-
SSE”) as a partner exchange in December 2015.
In June 2019, the ZSE gazetted revised Listings
Rules, Statutory Instrument 134 of 2019. One of
the most significant amendments to the revised
Listings Rules is the addition of a new chapter, Part

XXI (Sustainability Information and Disclosure),
dedicated to Sustainability requirements and
recommendations for issuers listed on the ZSE.
The provisions cover the following areas: Board
responsibility; Sustainability reporting; Reporting
standards and guidelines; Industry or sector
specific reporting requirements; Disclosure of
sustainability information; and Independent
assurance. The Global Reporting Standards are
particularly encouraged as a reporting framework
for issuers under the revised Listings Rules.

Situational Analysis

Prior to the introduction of the above measures, the
ZSE Listings Rules had been last revised in 2003
and understandably provided limited guidance on
Sustainability issues which gained more prominence
post 2003. At the same time, some institutional
investors were already incorporating responsible
investing criteria in their investment decisions for
companies on the ZSE. Furthermore, some issuers,
in response to the changing investment climate
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had adopted sustainable business practices in their
operations and reporting.

Drivers

Joining the UN-SSE, learning from other
exchanges, demand from investors and issuers
were instrumental in the ZSE’s decision to
incorporate sustainability in the revised Listings

Rules.

Implementation

The ZSE became the 9th African exchange to join
the United Nations’ Sustainable Stock Exchange
Initiative as a partner exchange in December 2015.
In June 2019, the ZSE gazetted revised Listings
Rules, Statutory Instrument 134 of 2019. One of
the most significant amendments to the revised
Listings Rules is the addition of a new chapter, Part
XXI (Sustainability Information and Disclosure),
dedicated to Sustainability requirements and
recommendations for issuers listed on the
ZSE. The provisions cover the following areas:
Board responsibility; Sustainability reporting;
Reporting standards and guidelines; Industry or
sector specific reporting requirements; Disclosure
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of sustainability information; and Independent
assurance. The Global Reporting Standards are
particularly encouraged as a reporting framework
for issuers under the revised Listings Rules.

Benefits

We have seen an increase in the visibility of
the ZSE since joining the UN-SSE as well as
new market opportunities and interest from the
renewable energy sector investors and issuers
who are keen to participate in our market.

Next Steps & Conclusion

With technical support from FSD Africa, the ZSE
is working on a framework for Green and Social
Bonds which will be submitted to the Securities
and Exchange Commission of Zimbabwe for
approval. It is our belief that Green and Social
Bonds are a natural progression in building a
sustainable capital market. Appetite exists in our
market for such securities as we have companies
in our pipeline keen to list Green and Social
Bonds in the Renewable Energy and Agricultural
Sectors.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo
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ASEA-SWG Pillar 3: Markets and Products

a. Introducing Sustainability Indices

Sustainability Indices are one of the tools stock
exchanges utilize to encourage sustainability
reporting and performance, they include
quantitative and qualitative evaluations, and can
cover single issues (e.g. carbon intensity) or a
broader range of criteria such as ESG indices.
Such flexibility enables the indices to be adapted
to local economic and reporting environments
(SSE, 2018).

In 2019, no further Sustainability Indices were
introduced by ASEA member exchanges. Thus,
6 African exchanges currently have sustainability-
related indices, namely, the Johannesburg Stock

Fig (13): Does Your Exchange Have Sustainability-related Indices?
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Exchange, The Egyptian Exchange, Cape Verde
Stock Exchange, Stock Exchange of Mauritius,
The Nigerian Stock Exchange and Casablanca
Stock Exchange.

ASEA exchanges are encouraged to establish
sustainability indices, which can be done through
sharing learnings from exchanges with well-
established sustainability indices. In addition,
the creation of such indices should involve
collaboration with all capital market stakeholders,
including the listed companies, investors, and
regulatory authorities.

The creation of a sustainability index at the
national level will help in raising awareness about
ESG issues, as companies will also benefit from
this index by learning to better track and manage
their performance and progressions on ESG
issues. Sustainability indices may be considered
even more successful if they are able to support
investment products such as Exchange Traded
Funds (ETFs), which helps attract investors,
especially when sustainability indices outperform
their non-green benchmark indices.
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b. Promoting Green Finance Products

Green finance products have already been
introduced in several markets around the world
and is witnessing an increasing demand, with
both the green bond and the green equity indices
outperforming their non-green index benchmarks.
To promote green finance products in African
capital markets, ASEA members are encouraged
to use The SSE Green Finance Action Plan (a
voluntary action plan on how stock exchanges can
grow green finance).

The action plan identifies two main action areas
that stock exchanges should work towards at the
same time. First, the promotion of green-labelled
products and services helps direct funding towards
green projects and towards environmentally aligned
issuers and investors. Secondly, more systematic
and holistic changes must take place to support a
green transition and to ensure market resilience to
the economic impacts of climate change.

Fig (14): Does your exchange promote the adoption of Green Labelled Products? (2019)

Yes
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No Response
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Regarding the number of exchanges who promote
the adoption of green finance products, the
results show that 10 exchanges (48%) out of the
21 respondents support the adoption of green-
labelled products, while eight exchanges (38%)
do not.

In addition to these two main action areas, the
SSE guidance also identifies two cross-cutting
areas that will facilitate green finance efforts,
namely, strengthening the quality and availability
of climate-related and other environmental
disclosure among issuers and investors. While the

second area focuses on contributing to the growth
of dialogues and consensus building on green
finance with other capital market participants.
Throughout all four phases of these action areas,
partnerships are key.

ASEA members can promote the adoption and
the incorporation of green finance standards by
participating in relevant standard-settings and
policy consultations among issuers and investors,
and by promoting these issues into their listing
rules.
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Box (4): The Nigerian Stock Exchange Case Study

Executive Summary

1. Listing of Green Bonds on the NSE
2. Signing of an MoU with Luxemburg Stock
Exchange

Environmental Social and Governance (ESG)
related investmenthave evolved to becomea critical
aspect of the investment decision-making process
implemented by asset owners and investment
managers. Increasingly, ESG considerations are
being integrated into the charters of a growing
number of investment entities and applied to the
due diligence processes when assessing assets to
be acquired.

As investor awareness around climate change, the
Sustainable Development Goals (SDGs) and other
global challenges continue to grow, so too has the
market for sustainable finance. Market operators
have the responsibility to match this growth in
interest with product offerings that fulfil investors’
requirements on return on investments (ROI)
while ensuring minimal environmental and social
impact.

The Nigerian Stock Exchange (NSE) continues
to lead the charge by creating new and enhancing
existing instruments which enable investors
diversify their portfolios while making a positive
environmental and social impact. In 2018, the
Federal Government of Nigeria (FGN), through the
Debt Management Office (DMO), listed the first
Climate Bonds Initiative (CBI) certified sovereign
Green Bond from an emerging market on the floor
of the NSE. In the build up to the issuance of this
debut Green Bond, the NSE played the facilitator
role in engaging key stakeholders from within the
Federal Ministry Environment, Federal Ministry of

------------------------------------------------------------------
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Finance and the DMO to ensure the development
and listing of the Green Bond. These efforts have
culminated in the listing of four Green Bonds on
the NSE within the short period of 2018 and 2019
including the listing of the Series I FGN Green
Bond to finance renewable energy, afforestation,
and transportation projects.

To further advance the growth of the green bond
market in Nigeria, The NSE recently signed a
Memorandum of Understanding (MoU) with
the Luxembourg Stock Exchange (LuxSE) to
cooperate in promoting the cross-listing and trading
of Green Bonds in Nigeria and Luxembourg. The
MoU further establishes an agreement for the two
Exchanges to collaborate with a view to sharing
best practices and organizing joint initiatives in
their respective markets. The partnership will
facilitate the growth of the green and sustainable
finance industry in Nigeria and ultimately
deepen the Nigerian capital market through the
mobilization of the foreign green capital needed to
fund sustainable projects in Nigeria.

Drivers

» The need to deepen the green bond market and
promote sustainable finance in Nigeria.

» The need to increase access to funding for the
Sustainable Development Goals (SDG) and
Nigeria’s nationally determined contribution
to the Paris Climate Accord on climate change.

+ Commitment to activities/principles of affiliate
local and international organizations such
as, African Securities Exchange Association
(ASEA), World Federation of Exchanges

.
----------------------------------------------------------------
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(WFE), Sustainable Stock Exchanges Initiative
(SSEI), United Nations Global Compact
(UNGC), Global Reporting Initiative (GRI),
etc.

 The need to enhance trading portfolio to
include the interest of investors with strong
bias for responsible investment.

* The NSE’s commitment to position Nigeria
as a financial centre for green and sustainable

financing.
Implementation
1. Stakeholder Engagement

2. Multi-sectoral  collaboration  with
stakeholders such as the Debt Management

key

Office, Federal Ministry of Environment and
the Federal Ministry of Finance

3. Product Design

4. Market Development

Benefits
Since the issuance of the debut Sovereign Green

Bond in July 2018, 4 green bonds have been issued
and subsequently listed on the NSE. In numbers,

between July 2018 and now, the total value of green
bonds tradable on the NSE have gone from Zero
to N49.19bn ($135m). This has created a viable
product option for investors. Awareness on green
financing has also been on the rise with various
knowledge sharing sessions being organized by
X-Academy, the training arm of the Exchange.

Next Steps & Conclusion

In the coming years, the NSE will deepen
its partnership with the LuxSE to provide an
enabling environment for issuers and investors in
the Nigerian capital market interested in green/
sustainable finance. The relationship will also
foster the cross listing of green instruments on
both Exchange, thereby opening new trading
opportunities. The Exchange will continue to work
with key stakeholders to advance the transition to
a low-carbon and sustainable economy as well as
develop innovative products and services in close
collaboration with market operators.



..................................................................

Box (5): What is the Marrakech Pledge?

The “Marrakech pledge” for “fostering green
capital Markets in Africa”, is one of the key
continental initiatives launched during the COP22
held in Marrakech in November 2016, to scale-
up climate finance, and was registered as part of
the key initiatives on climate finance under the
2nd biennial High-Level ministerial Dialogue
on Climate Finance held in conjunction with the
COP22.

The pledge is open to all African capital market
regulators and exchanges to endorse on a voluntary
basis. There are already nineteen (19) signatories
to the pledge representing (23) countries including
ten (10) regulators and nine (9) stock exchanges
from all over the Africa.

Objectives:

Through this partnership, African Capital Markets
Authorities and Exchanges, individually and
collectively as a coalition, aim to:

* Enable the development of an effective
ecosystem to support the establishment of
Green Capital Markets in Africa;

* Promote Africa as a prominent region for
green financial markets and an attractive
destination for green and climate-resilient
investments, by creating and implementing the
necessary markets and regulatory mechanisms
to allow for effective matching of demand and
supply of green equity and climate-resilient
investment opportunities in the region;

------------------------------------------------------------------
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* Voice Africa’s Climate Finance concerns
and priorities by ensuring that the global
developments within capital markets and
financial systems (i) do actually take into
account regional economic and institutional
disparities and address effectively both
adaptation and mitigation issues in the
African Continent, and (ii) are aligned with
real economic structures across Africa, and
contribute to achieve sustainable growth in
African  economies;

* Enable African-led innovative climate
finance initiatives, both globally and for
Africa, and the building of local climate
finance knowledge and expertise amongst the
Continent’s market players;

* Create a venue for exchange, knowledge
and experience sharing among African
Regulators and Exchanges, and debate over
climate finance and related institutional and
policy innovations;

Commitments to Action:

The “Marrakech Pledge” signatories recognize
that Africa is an important continent experiencing
a solid economic growth paralleled with significant
financing needs while offering huge opportunities
for local, regional and international investors.
Hence, today, Africa deserves and needs all
the attention it can get, and more importantly it
deserves to take charge of its own destiny.

.
----------------------------------------------------------------
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ASEA-SWG Pillar 4: Market Education

a. Commitment to Market Education on
Sustainability

Market education on sustainability issues is
an important tool for raising and maintaining
sustainability awareness for capital market
participants. African exchanges should therefore
have a role in building capacity and fostering
trust among all market stakeholders. Therefore,
training and market education on the importance of

sustainability, reporting and disclosure is a crucial
step in complementing exchanges’ efforts towards
achieving sustainable capital markets.

This role is fulfilled by facilitating dialogue and
by promoting education among all the different
market stakeholders. According to the Sustainable
Stock Exchanges initiative (2016, 2018), regular
training of investors and issuers on the integration
of sustainability initiatives into investment
decision-making and practices should be focused
upon if sustainability initiatives are to be achieved.
ASEA member exchanges are thus encouraged
to participate in market education and capacity
building on sustainability issues, which should
contribute to the attainment of sustainability
initiatives. The forms of market education and
capacity building can include dialogues with
stakeholders and investors, in the early stages,

PILLAR 04
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and progress to tailored sustainability training
courses designed by exchanges. Such dialogue
has proven to be a useful way for stock exchanges
to thoroughly inspect sustainability issues on the
local, regional and international levels. Therefore,
training for listed companies on the importance

of sustainability initiatives and Environmental,
Social, and Governance (ESG) reporting and
disclosure is an important step towards achieving
a sustainable future for ASEA member exchanges
and for the African region.

Fig (15): Does your exchange engage in Sustainability dialogues with its market stakeholders?
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There are 12 exchanges out of the 21 surveyed

exchanges that are engaged in sustainability

dialogues with their market stakeholders including

Listed companies, Investors, Regulators, etc.

Fig (16): Does your exchange offer training on the importance of sustainability for listed companies?
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Regarding sustainability training for listed
companies, 48% of the surveyed exchanges (10
exchanges) offer training on the importance
of sustainability for listed companies, while 7
exchanges do not offer training for listed companies.
The development of networks and dialogues also
enables the sharing of experiences in a material
and contextual manner across ASEA member
exchanges. Therefore, the proposition of developing
local networks of stakeholders and learning from
regional and international experiences in a unified
manner is the recommended way forward, for ASEA
member exchanges towards a more sustainable
Capital Markets.

b. Women Empowerment & Gender
Equality

Promoting women empowerment and gender
equality are not only good for economic
development, but also for business continuity.
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According to a survey by McKinsey (SSE, 2016),
a mapping of gender equality indicators of 95
countries found out that the inclusion of the female
gender equally with males into the workforce could
add up to US$28 trillion to the national economy
(26% of annual global GDP by 2025).

Research also shows that companies with more
diversity in terms of gender equality on boards or
in executive positions perform better. Therefore,
ASEA exchanges can play an important role in
promoting gender inclusiveness in listed companies.
This can be done through raising awareness and
enforcing commitments by market stake-holders.
The SSE Ringing the Bell for Gender Equality
event is a major milestone that has been adopted
by many SSE member exchanges.

Fig (17): Is your Exchange a Signatory to the United Nations Women Empowerment Principles (WEPs)?

No Response

(=)
— No
(=)
(@\|

Yes

No Response 1

> )
= N
— 0
(@\|

Yes

11

16




P
<
p—(
p—(

py

A
N

38 ASEA-SWG

The number of ASEA exchanges that are signatories
to the United Nations Women Empowerment
Principles (WEPs) (6 exchanges) increased in
2019 compared to 2018 (4 exchanges). On the
other hand, eight out of the eleven exchanges that
are not signatories to the WEP, indicated that they
are planning to sign the WEPs, as they believe
that exchanges play a vital role in empowering

women and raising awareness on the importance
of gender equality among market stakeholders and
participants.

In addition, the number of exchanges that
participated in “Ringing the Bell for Gender
Equality” among ASEA members in 2019 is 5
exchanges compared with only 3 in 2018.

Fig (18): Did Your Exchange Participate in “Ringing The Bell For Gender Equality” Event?
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Box (5): Women Empowering in the Egyptian Exchange (EGX)

* EGXjoined the Women on Boards Observatory initiative in collaboration with the American University

in Cairo (AUC).

* The Women on Boards Observatory aims at building a database for talented and skilled women to
nominate and join a board of directors (BoD) of listed companies.
* Women represent 10.2% of board members in EGX listed companies, while they represent 14% in

Nilex (SMEs).

* 8.5% of EGX listed companies had 30% or more women on boards, while 54% had zero women on
boards. In addition, 8% of listed companies had 3 or more women on boards.
* 23.3% of Nilex (SMEs) had 30% or more women on boards, while 63.3% had zero women on boards.

In addition, 13.3% had 3 or more women on boards.
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Table (2): Percentage of Women on Boards of Listed Companies in EGX

Women Board Members
Men Board Members
Total Number of Board Members

% of Women Board Members

2017 2018
187 197
1742 1741
1929 1938
9.7% 10.2%

Table (3): Women on Boards of Listed Companies in EGX

2017 2018

Number of Women on Number of Percentage of Number of Percentage of
Boards Companies Companies Companies Companies

0 133 43.6% 134 48%

1 67 26% 62 24%

2 33 13.3% 32 23%

3 or more 15 6% 20 8%

to all ASEA member
exchanges is to join global exchanges that
support the SSE Initiative to promote gender

A recommendation

equality and raise awareness on gender parity
issues to local stakeholders by participating in
ringing the bell for gender equality events and
implementing initiatives that help increase the
representation of women on boards of directors
and in executive positions in listed companies.

Furthermore, creating room for reform across
non-listed companies through engagement with
other market participants can extend awareness
of sustainability across the region. It is also
worthwhile to mention that a number of ASEA
exchanges have already commence dinitiatives
to promote women empowerment and gender
equality and are leading by example within their
market ecosystems.
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Some Insights from the Questionnaire

No. Exchange Name

1 Botswana Stock Exchange

2 Bourse Régionale des Valeurs Mobiliéres (BRVM)
3 Cape Verde Stock Exchange

4 Casablanca Stock Exchange

5  Dar es Salaam Stock Exchange PLC
6 Douala Stock Exchange (DSX)

7 FMDQ Securities Exchange PLC

8  Ghana Stock Exchange

9  Johannesburg Stock Exchange

10  Lusaka Stock Exchange (LuSE)

11 Malawi Stock Exchange (MSE)

12 Nairobi Securities Exchange

13 Namibian Stock Exchange

14 NASD OTC Securities Exchange

15 Nigerian Stock Exchange

16  Rwanda Stock Exchange

17  Stock Exchange of Mauritius (SEM)
18  Swaziland SE

19 The Egyptian Exchange

20  Uganda SE

21  Zimbabwe Stock Exchange

Country

Botswana
Ivory Coast
Cape Verde
Morocco
Tanzania
Cameroon
Nigeria
Ghana
South Africa
Zambia
Malawi
Kenya
Namibia
Nigeria
Nigeria
Rwanda
Mauritius
Swaziland
Egypt
Uganda

Zimbabwe

Sustainability
Committee?

No
No
No
No
Yes
No
Yes
No
Yes

Yes

No
No
No
Yes
Yes
Yes
No
Yes
No

No

Sustainability Progress Report 2019

If yes, % of inde-
pendent members
on the committee

NR

NR

NR

NR

100%

NR

0%

NR

100%

NR

NR

NR

NR

NR

100%

0%

62.50%

NR

75%

NR

NR

No

No

Yes

Yes

No

No

No

No

Yes

No

No

No

NR

NR

Yes

No

Yes

No

Yes

No

No
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*NR: No Response
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Some Insights from the Questionnaire

No. Exchange Name S]?ill:;‘;g;gr pagil\cli([}) gn t Signed WEPs? rgl;))(;ﬁ zzuszl]szt’;frl;:;ﬁlety olf)fgisvgroiltltl;f Zfllllg:l%cee
in its annual report? on ESG reporting?
1 Botswana Stock Exchange Yes Yes No No Yes
2 Bourse Régionale des Valeurs Mobiliéres (BRVM) Yes Yes Yes No No
3 Cape Verde Stock Exchange No No No No No
4 Casablanca Stock Exchange Yes No No Yes Yes
5 Dares Salaam Stock Exchange PLC Yes Yes Yes Yes Yes
6 Douala Stock Exchange (DSX) No No No No No
7 FMDQ Securities Exchange PLC No No No Yes No
8  Ghana Stock Exchange No No NR Yes No
9 Johannesburg Stock Exchange Yes Yes NR Yes NR
10 Lusaka Stock Exchange (LuSE) Yes No No Yes No
11 Malawi Stock Exchange (MSE) No No No No No
12 Nairobi Securities Exchange Yes Yes Yes Yes No
13 Namibian Stock Exchange Yes No NR Yes Yes
14 NASD OTC Securities Exchange No No NR No NR
15 Nigerian Stock Exchange Yes Yes Yes No Yes
16  Rwanda Stock Exchange Yes Yes No No No
17 Stock Exchange of Mauritius (SEM) Yes Yes No Yes No
18  Swaziland SE No No No No No

19 The Egyptian Exchange Yes Yes Yes Yes Yes

20 Uganda SE No No Yes Yes Yes

*NR: No Response

gj 21  Zimbabwe Stock Exchange Yes No No Yes No
=
j




