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Exchange Trade Funds

Like mutual funds
Structured

Managed

Regulated, but traded



Characteristics of an ETF

Registered under mutual fund regulations
Listed and traded on a stock exchange
Tracks some sort of index or price series

lolds a basket of iInvestments related to its
Index or price series

Allows authorised participants to create and
redeem shares at NAV In large blocks




Process of Creating an ETF

An index to track

Liquid and marketable underlying securities
that make up the EFT

Successful passage of the idea through
registration

Market participants




Benefits of ETFs

* Intraday trading
* Lower cost — creation and redemption
» Tax efficiency — low turnover

* Transparency — dally disclosure of the NAV
composition

 Access to any asset class

22/09/2011 The Nigerian Stock Exchange 5



Pre-Requisites for Listing ETFs

Issuer

etails of the issuer and
parties to the issue and
their capability as it
relates to Exchange
Traded Funds

The structure of the ETF
and details of the index
on which the ETF is

structured

he basis of computation
of management fees if §
any
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Underlying
Asset

% change of the NAV of
he underlying basket of
securities for the
previous 6 months on a
daily basis

iquidity (turnover/market
cap) of each of the
underlying securities &
basket of securities as a
whole over the past year

et Asset Value (NAV) of
the ETF as at the date of
application

Rules

ourse of action that will
be taken by the issuerin
the event an underlying
security is suspended or
de-listed

Currency in which the
ETF will be structured
and traded

Rules pertaining to the
treatment of corporate
actions including
unbundling and re-
bundling of securities
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Others

Any other information
that may be required by
the NSE on a case by
case basis




Asset Securitization

Asset
Securitization}:

Mortgage Backed Asset Backed
Securities Securities
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Process of Asset Securitization

[ POOL OF ASSETS ]
Proceeds Investment

: SPECIAL PURPOSE
[ ORIGINATOR ] [ VEHICLE ] [ INVESTORS ]

Sale of Assets Asset Backed Securities

Top Ratings

CREDIT
ENHANCEMENT
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Steps for Creating an ABS

Segregate Assets from Seller/Originator

Create a Special Purpose Vehicle (SPV)/Trust to hold the assets and protect the various parties interests

Add credit enhancement to improve salability

Insurance Guarantor

Issue interest in the asset pool to investors

22/09/2011 The Nigerian Stock Exchange 9



Pre-Requisites for Listing an ABS

Issuer

etails of the issuer and
parties to the issue and
their capability as it
relates to Asset Backed
Securities

he originator must have
10% committed capital
prior to listing

The securities must be
issued through Special
urpose Vehicle (SPV) by
way of trust or company
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Credit

Enhancement

Appointment of a rating
agency ; Frequency of
rating = annual

Adequate insurance
olicies are in place, with
insurance company
recognised by the
Exchange.

Appointment of a

guarantor and full

disclosure by the
Guarantor

Agreements

Purchase agreement
between originator and
SPV

Documents that sets
forth cash flow
distributions — waterfall
structure

Servicing agreements —
Between Servicer and
Issuer
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Underlying
Asset —
Disclosure

Legal jurisdiction(s) to
which the assets are
subject and type(s) of
assets

The expiry or maturity
date(s) of the assets and
value of assets

Indication of significant
epresentation and warranties
given to the issuer relating to

the assets; Method of

origination or creation of
assets
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Real Estate Investment Trusts
(REITS)

SKYE SHELTER FUND PLC UNION HOMES REITS
Date Listed 26-02-2008 Date Listed 22-07-2010
Price N100.00 Price N51.50
Quantity Listed 20,000,000 Quantity Listed 250,019,781
Market Capitalisation N2,000,000,000.00 Market Capitalisation N12,876,018,721.50
No of Deals to Date 941 No of Deals to Date 142
Volume Traded to 5,555,302 Volume Traded to 1,644,138
Date Date
Value Traded to Date N572,324,904.39 Value Traded to Date N82,195,539.00
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<

MARKET | ! SECURITIZATION MARKET
* Fully integrate the C\_)\l/\)/

Nigerian economy

Objective | =% g s | g s

with the Nigerian ASSET BACKED
capital market — SECURITIES
 Deepen the capital ~ OPTIONS Ny
market by providing ‘
Investors with a NVESTORS CREATE
variety of products INDICIES
AROUND ABS
* Protect investors’
Interests by ensuring  mvestvent I
the absence of OPTIONS ETFs BASED
conflict of interest ON ABS
among parties to the INDICES
ISsue
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The NSE’s Vision

“ To be the leading Stock Exchange in the
African region for capital formation, driven

by transparency, innovation, efficiency and
liquidity.”
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5-Year Outlook: How?

Short term:
Equmes Market

« Market Segmentation
— From 33 to 12 Sectors
Bond Market
 Market Structure
— Market Making, Securities
ETF Market (2011) Lending and Short Selling
— Open/Close/Intraday
Options Market Auctions
(2013) _
__+ |nvestor Education
— Investor Clinics around
. asset allocation strategies
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Capital Market 5-Year Outlook

p—
e Market Cap = , ¢ Market Cap =
$65.98B 2016 WA
0 17.4% of y PrOjECtiOnS e 176.3% of
GDP \ GDP

Sources: GDP ($377.9B)--www.cia.gov; Exchange rate--www.cenbank.org; Projection based on 7% avg. GDP growth (aggregated)
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Thank You

The Nigerian Stock Exchange

Stock Exchange House
2-4 Customs Street
P.O. Box 2457, Marina
Lagos Island
Lagos, Nigeria
oonyema@nigerianstockexchange.com
www.nigerianstockexchange.com
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