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Praise for FTSE

‘FTSE is a story which should inform and fascinate anyone interested in capital markets.’

Sir Donald Brydon CBE, chairman of the Sage Group and former chairman of the London Stock Exchange Group

‘An inspiring success story; how a clear vision, relentless commitment and two great British brands combined to create a global leader.’

Rona Fairhead, Baroness Fairhead CBE, former chief executive of the Financial Times Group and former Minister of State at the Department for International Trade

‘Richly detailed, and written with an attractively light touch, bringing out personalities as well as indices, this is an important contribution to our understanding of how the modern City has developed.’

David Kynaston, social historian and author of City of London: The History and Austerity Britain 1945–1951

‘Mark Makepeace takes us on a 35-year journey from a sedentary world of top hats, long lunches and fixed commissions to a dynamic global marketplace dominated by computers and algorithms, a marketplace of infinite choice. In the process he not only tells the story of a brilliant British company that kept pace with this dizzy change but he charts the development of financial markets transformed within a generation by the forces of technology and globalization.’

John Makinson, founder of Makinson & Cowell, former CFO of Pearson, and former CEO of Penguin

‘FTSE and Mark have had a ring-side seat for every major change in the UK stock market - and have been active players in many of the deals and mergers that have re-shaped the sector internationally. It is a fascinating story of a crucial phase in the investment landscape.’

John Ridding, CEO of the Financial Times Group and former editor of the Financial Times, Asia
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About the Author

Mark Makepeace offers a unique perspective on the financial services industry. During a 35-year career he was founding Chief Executive of FTSE International and turned a small UK start-up into one of the largest and most successful global index providers - and one of Britain’s most famous brands. In 1985, he arrived in the City at the London Stock Exchange as a clerk to co-ordinate Big Bang - and never left. He recently stepped down as Chief Executive of FTSE Russell and from his role as Executive Director responsible for the LSE’s information services division.

James Ashton is a senior financial journalist who has covered some of the biggest economic and corporate stories of recent times. He was City Editor and Executive Editor of the London Evening Standard and Independent titles and before that City Editor of the Sunday Times. Today he is a business commentator and interviewer for the Telegraph and Times and produces his own influential leadership podcast, ‘Leading with James Ashton’.




Foreword

As a member of the board of the London Stock Exchange in the 1990s, I came across Mark Makepeace as he led the development of our indexing activities. As the possibility of creating an index business came into focus, I argued strongly that he was the man to lead it. The representative of our joint venture vpartner the Financial Times disagreed. Now, looking back over 25 years later, I am glad that my judgement has been vindicated. As I returned as Chairman in 2015 I found that LSEG was almost unique among major exchange groups in wholly owning one of the world’s leading index businesses; the business Mark Makepeace had proposed had become a huge profit generator.

My dictionary defines an index as ‘a figure indicating the relative level of prices or wages compared with that of a previous date’. It is unlikely that the author of that statement would ever have envisaged the role that capital market indices play today in the way in which capital is allocated around the world. Initially, a barometer of the performance of an economy, an index today has taken on a spectrum of other roles and this has raised some major questions about the governance and processes of calculation involved.

Mark Makepeace has lived through this entire evolution with a front row seat and has laid out here a narrative of the drivers of that evolution. This is a personal and a corporate journey seen through both micro- and macro-lenses. It is also the story of a British global success.

It is a journey that owes much to changes in computing power. The arrival of the PC transformed the ability of investment managers to understand the risks in their portfolios in a quantitative manner. The arrival of huge computing power allowed the analysis of massive quantities of data to discover patterns of relationships invisible to the eyes of past investors. Over the last fifty years there has been a complete revolution in how savings are managed as a result.

I recall in the early 1970s, as young investment analyst, asking my boss why he had just bought 100,000 shares in Lucas Industries for the pension fund of the newly formed British Airways. He explained the merits of Lucas, but that was not the question to which I was seeking an answer. I wanted to know why he had chosen 100,000 and not some other number. The reply was deeply dissatisfying: it was a round number.

Now portfolios can be managed with precision and, in parallel, the consequences of the investment decisions can be accurately measured. Indices have become benchmarks which offer the user the ability to analyse deviations in performance in minute detail. They also reflect, and possibly encourage, the application of different and innovative investment strategies.

Mark Makepeace has shown how this evolution took place, the commercial decisions that were the drivers of change and the vision of the future which he, and others, led to create an index industry.

FTSE is today a far cry from the FT30 which was intended as a simple barometer of the health of the British economy. Its executives now influence how capital is raised, how much is raised and how flows move around the world.

It is as if the scoreboard at a cricket match is a determinant of how the game is played. Decisions about inclusions or non-inclusions in an index can cause large amounts of capital to move. This raises interesting questions about who is responsible for the decisions throughout that process and what accountability they have. Mark Makepeace cleverly discusses the impact on South Korea, China and Saudi Arabia of decisions that he and his team made. He rightly stresses the importance of good governance and transparency of process, in which FTSE has undoubtedly been a leader, but the trends towards regulation that he notes are only likely to become stronger.

The investment managers who track indices have laid out clearly what they are doing but, in doing so, are committing to a future where decisions are effectively made by someone else. Of course they could choose to renegotiate their mandates, but the reality is that this is very unlikely other than in circumstances of an exceptional nature. This all points to the increased importance of the index producers.

As Mark Makepeace points out, FTSE was early in the movement towards ESG with its innovative FTSE4Good series. Here we can all see the way in which indices can help lead the market and behaviour whilst simultaneously responding to new trends. The rise of ESG investing, the obligations on corporates to report their path to net-zero carbon use and issues around diversity will all play an increasing role in the evolution of the indices.

Looking forward, Mark Makepeace hints at the index producers turning into virtual investment managers. After all an index is composed of a portfolio of stocks. The boundaries between investment management and index production are likely to get increasingly blurred. At the same time, he highlights the growth in self-indexing. He also shows how these trends have been driven by giants such as Vanguard and BlackRock.

We are entering the ‘Age of Data Wars’ and index producers will be at its heart. The advent of new technologies such as machine learning and artificial intelligence are already propelling the investment management industry forward with a vigour similar to that which came from the advent of widely available computing power. Curating and manipulating data will become increasingly valuable activities and anyone who can add value to the data in a systematic way, and efficiently distribute the results, will have the foundations of a very interesting business model. Scale will also be important. It is interesting to speculate how different the world of 2070 will look as a consequence; the evidence of the changes since 1970 to date are that there is new and profound change to come.

Mark Makepeace has shown in this memoir how this is not just a story about high-level business growth but also about the way in which one individual has helped shape the future. He has shown how, in touching detail, his personal journey has been entangled with these big trends. Entanglement starts to raise questions about quantum physics too! For now though, the development of FTSE is both a successful personal and institutional story which should inform and fascinate anyone professionally interested in capital markets or personally in what happens to their savings. It is a story, full of life, chronicling markets over the last fifty years.

Sir Donald Brydon

London

2 July 2020




Abbreviations

Amex  American Stock Exchange

BMR  Benchmarks Regulation (EU)

BT  British Telecommunications

CalPERS  California Public Employees Retirement System

CAPS  Combined Actuarial Performance Services (UK)

CBI  Confederation of British Industry

CBOE  Chicago Board Options Exchange

CDO  Collateralized Debt Obligation

CEP  Council on Economic Priorities

CFTC  Commodity Futures Trading Commission (USA)

CMA  Capital Market Authority (Saudi Arabia)

CME  Chicago Mercantile Exchange

CNS  Company News Service

CSRC  China Securities Regulatory Commission

DJI  Dow Jones Indices

DMGT  Daily Mail and General Trust

EIRIS  Ethical Investment Research Service

Epra  European Public Real Estate Association

ESG  Environmental, Social and Governance Practices

ETF  Exchange-Traded Fund

FCA  Financial Conduct Authority (UK)

FSA  Financial Services Authority (UK)

GEIS  FTSE Global Equity Index Series

RAFI  Research Affiliates Fundamental Index

HSBC  Hong Kong & Shanghai Banking Corporation

ICB  Industry Classification Benchmark

ICEM  International Federation of Chemical, Energy, Mine and General Workers’ Unions

IDC  International Data Corporation

IIA  Index Industry Association

IOSCO  International Organization of Securities Commissions

IPO  Initial Public Offering

IRRC  Investor Responsibility Research Center (USA)

KOSPI  Korea Composite Stock Price Index

Libor  London Inter-bank Offered Rate

LIFFE  London International Financial Futures and Options Exchange

LBS  London Business School

LSE  London Stock Exchange

LTOM  London Traded Options Market

MBA  Master of Business Administration

MBS  Mohammed bin Salman (Crown Prince of Saudi Arabia)

MiFID  Markets in Financial Instruments Directive (EU)

MPDS  Market Price Display Service

MSCI  Morgan Stanley Capital International (now trade name)

Nareit  National Association of Real Estate Investment Trusts (USA)

OECD  Organization for Economic Co-operation and Development

OPEC  Organization of the Petroleum Exporting Countries

PRI  Principles for Responsible Investment (UN)

RNS  Regulatory News Service (LSE)

RPC  Restrictive Practices Court (UK)

S&P  Standard & Poor’s

SEAQ  Stock Exchange Automated Quotations

SEC  Securities and Exchange Commission (USA)

SETS  Stock Exchange Electronic Trading Service

SGX  Singapore Exchange

SME  Small to Medium-size Enterprise

Sonia  Sterling Overnight Index Average

SPDR  Standard & Poor’s-500 Depositary Receipts

SRI  Socially Responsible Investing

TCFD  Task Force on Climate-related Financial Disclosures

TMX  Toronto Stock Exchange

TPI  Transition Pathway Initiative

UKLA  UK Listings Authority

UNICEF  United Nations Children’s Fund

Webs  World Equity Benchmark Shares

WHO  World Health Organization

WTO  World Trade Organization

XFN  Xinhua Financial Network




Timeline

[image: image]


OEBPS/images/FMtimeline.jpg
1 July 1935 3 Dec 1984 27 Oct 1986 31 Dec 1986
The FT 30 index British Telecom Big Bang The FT-Actuaries
is launched privatization and : World Index (later

i first day of share trading FT/S&P World, then
. H FTSE World) is launched

21 Apr 2001 29 Nov 1999 16 Nov 1995 12 Oct 1992
FTSE/Xinhua China 25, FTSE International buy FTSE International, a The FTSE 250
an index of Chinese stocks out Goldman Sachs joint venture between is launched
for international investors, and S&P from the the Financial Times (FT) :
announced in partnership FT/S&P World Index and the London Stock

with Xinhua News Agency :

Exchange (LSE), begins trading

28 Nov 2005 2 Oct 2012 26 June 2014 30 May 2017
FTSE RAFI (Research FTSE wins the LSE buys the Frank LSE acquires The Yield
Affiliates Fundamental mandate for all of Russell Company Book and Citi Fixed

Index) series begins Vanguard’s international for $2.7 billion Income Indices for $685m
equity benchmarks :

23 Mar 2020
Final inclusion of both
Saudi Arabia and China
A shares in FTSE’s emerging
market indices
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