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Corporate Bond Valuations — Market Communication

Subsequent to engaging the broader market on corporate debt, it has been made apparent that there are a
number of concerns regarding the valuation of these instruments. The attached market communication
serves to provide an overview of the valuation process as well as highlight its limitations.

The JSE provides Mark to Market valuations for all debt products listed on the exchange on a daily basis.

The underlying principles for the current valuation process, for corporate debt, states that only a Mark to
Market approach is used and that no models will be applied to determine the market value of any instrument.
However, in order to determine a market value based on this process the JSE requires fairly consistent trade
or price information in order to apply the rules as set out.

A consequence of the Mark to Market approached is that due to the lack of input information, valuations can
and do become “stale” resulting in valuations which appear inaccurate in comparison to similar instruments
which have traded or been issued more recently.

An overview of the shortfalls surrounding valuations as well as the steps that will be taken to improve
valuations is presented in the accompanying document. The document also serves to make the market aware
of the shortcomings of the valuations of corporate bonds and the potential downstream impact that this may
have.

Please refer to the attached document
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