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Quarterly analysis 

Authored in collaboration with SGX, this report reviews the development of 
Japan's sustainability standards, the ESG Scores and practice of listed 
companies in Japan compared to market-specific indices, and the growth of 
index-linked SGX FTSE Blossom Japan Index Futures.  

Key highlights from this quarter’s analysis:  

• Communication and engagement with FTSE Russell by Japanese 
companies on the FTSE Russell ESG Scores and FTSE Blossom Japan 
Index in GPIF’s ESG passive investment has continued to increase. 
Average FTSE Russell ESG Scores are more improved compared to other 
regions. 

• Both Blossom Japan and Blossom SR (Sector Relative) indices reported 
underperformance relative to their benchmark, the FTSE Japan All Cap 
Index, for 2025/1-3. This was driven largely by the negative contribution 
from the ESG factor. Long-term performance remains stable. 

• SGX FTSE Blossom Japan Index Futures continue to remain the contract 
of choice for Japan ESG derivatives, with a market share of 98% (in terms 
of open interest in USD notional).  
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GPIF’s investment in the FTSE 

Blossom Japan indices has driven 

company participation 

 
Government Pension Investment Fund (GPIF) signed the PRI in 2015 and began 
investing in the FTSE Blossom Japan Index as one of its first domestic ESG passive 
investments in 2017. Since then, Japanese companies have increased their ESG 
disclosures, ESG evaluation and scores. When small-cap was added to the Blossom 
base universe in 2020, ESG information disclosure expanded from not only large- to 
mid-caps but also to small-caps. 
 
Japanese companies with an overall ESG score of 3.3 or above are added to the 
FTSE Blossom Japan Index. In addition, GPIF started its allocation to the FTSE 
Blossom Japan Sector Relative Index which was launched in 2022. This index selects 
Japanese companies in the top 50% or above in a FTSE Russell ESG score in each 
sector (and an ESG score of 2.0 or higher). The new index increased the chance for 
Japanese companies to be selected. As a result, our data shows that many more 
Japanese companies have tried to improve their ESG disclosure and ESG practice. 
 

2015 2017 2020 2021 2022 2024 

GPIF signed 
the PRI 

GPIF started 
its ESG 
passive 
investment 
with the FTSE 
Blossom 
Japan Index 

Small-caps 
were added to 
Blossom's 
base universe 

FTSE Russell 
updated its 
Climate 
Change Score 
with TPI MQ 

GPIF added 
the FTSE 
Blossom 
Japan Sector 
Relative Index 
to their ESG 
passive 
investment  

FTSE 
Blossom 
Japan ranked 
top in GPIF's 
five-year 
average 
excess returns 
on their 
domestic ESG 
passive 
investments  

Source: FTSE Russell. GPIF 2023 ESG Report. 
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Increased communication by 

Japanese companies with FTSE 

Russell leads to improved ESG 

scores 

 

Interest in FTSE Russell ESG scores is reflected in increased communication from 
Japanese companies and in the correlation with ESG scores. This is likely due mainly 
to GPIF's ESG passive investment and engagement activities over the past eight 
years, as well as FTSE Russell's corporate communications.  
 

Exhibit 1. Communication % with FTSE by each LMS cap

 

Source: FTSE Russell. 
Note: (1) RC means research cycle, from June to March next year. (2) The definition of Communication means to respond to 
FTSE’s review request of the annual ESG assessment/Scores by accessing FTSE online portal or by email.  
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Improvement in ESG scores by 
Japanese companies is higher in 
comparison to other regions 
 
As of December 2024, the FTSE Russell ESG scores of Japanese companies has 
improved significantly compared to 2020, far exceeding that of the United States, 
Europe, and other developed countries. A standout here is the improvement rate of 
the social and governance score, as Exhibit 2 shows.  
 

Exhibit 2. FTSE Russell ESG Scores Improvement % by Universe (2024 vs 2020)  

 
Source:  FTSE Russell.  
Note: Due to the methodology update of the climate change theme score from September 2021, the E score might have 
shown less improvement comparatively.  
 

Improvement of ESG scores is the 
source of excess returns for FTSE  
Blossom Japan Index Series 
 
Improvement in FTSE Russell ESG Scores by Japanese companies is reflected in the 
excess return of the FTSE Blossom Japan Index Series in FTSE Russell's attribution 
factor analysis, as seen in the next chapter. 
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However, the FTSE Blossom Japan 
Index Series underperforms the 
benchmark this quarter due to 
negative contribution from the ESG 
factor  

 

 
 

Exhibit 3. FTSE Blossom Japan Index Series maintains long-term 

outperformance vs benchmark 

 

 
Source: FTSE Russell. Data as of March 31, 2025. 

 
 
 

Both FTSE Blossom Japan and FTSE Blossom Japan Sector Relative Indices 
maintained long-term outperformance vs the benchmark. The indices reported 
+1,980bp and +1,065bp respectively in their total excess return since inception over 
their benchmark FTSE Japan All Cap Index. ESG factor remained to be the largest 
contributor with +1,570bp for Blossom Japan and +888bp for Blossom Japan Sector 
Relative.  
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In contrast to the stable long-term performance, both indices underperformed the 
benchmark on a quarterly basis. Blossom Japan reported -233bp in its total excess 
return vs the benchmark, largely driven by the -339bp contribution from the ESG 
factor. Blossom Japan Sector Relative showed similar pattern with -57bp in its total 
excess return and -169bp in the ESG factor. 
 
 

Exhibit 4. Attribution Analysis for FTSE Blossom Japan Index (bps) 

 

Source: FTSE Russell, Data as of March 31, 2025. Data covers the period from December 31, 2015 to March 31, 2025. 

Exhibit 5. Attribution Analysis for FTSE Blossom Sector Relative Index (bps) 

 

Source: FTSE Russell, Data as of March 31, 2025. Data covers the period from December 31, 2015 to March 31, 2025. 

 
 
 

 

Industry              Value                 Quality               Volatility            Momentum              ESG                   Residual              Total Excess

2015/12 - 2023/12 -187 163 -155 -166 183 1,146 233 1,217

2015/12 - 2024/3 -178 203 -158 -214 402 1,612 277 1,945

2015/12 - 2024/6 -250 210 -157 -221 319 1,875 266 2,042

2015/12 - 2024/9 -225 199 -187 -203 266 1,632 377 1,858

2015/12 - 2024/12 -281 214 -155 -215 322 1,910 418 2,212

2015/12 - 2025/3 -229 207 -92 -200 309 1,570 414 1,980

Quarterly Change

2024/1-3
9 40 -3 -48 218 466 45 728

Quarterly Change

2024/4-6
-72 6 1 -7 -83 263 -12 97

Quarterly Change

2024/7-9
25 -11 -30 18 -53 -243 111 -184 

Quarterly Change

2024/10-12
-56 15 32 -12 56 278 41 354

Quarterly Change

2025/1-3
51 -6 63 14 -12 -339 -3 -233 

Industry              Value                 Quality               Volatility            Momentum              ESG Residual              Total Excess

2015/12 - 2023/12 -24 34 -151 -60 255 663 107 823

2015/12 - 2024/3 2 9 -3 -162 176 1,188 -63 1,147

2015/12 - 2024/6 -57 12 -3 -164 153 1,321 -99 1,164

2015/12 - 2024/9 -28 44 -170 -69 307 915 12 1,011

2015/12 - 2024/12 -60 45 -170 -74 324 1,056 0 1,122

2015/12 - 2025/3 -18 42 -152 -62 308 888 58 1,065

Quarterly Change

2024/1-3
26 -25 148 -102 -79 526 -170 324

Quarterly Change

2024/4-6
-59 4 -0 -2 -23 133 -36 17

Quarterly Change

2024/7-9
29 32 -167 95 154 -406 111 -153 

Quarterly Change

2024/10-12
-31 1 1 -5 17 141 -12 111

Quarterly Change

2025/1-3
41 -3 18 13 -16 -169 58 -57 
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The SGX FTSE Blossom Japan 
Index Futures contract continues to 
remain the global leader amongst 
Japan ESG derivatives 
 
 

Heading into the second half of the year, the SGX FTSE Blossom Japan Index futures 
contract continues its leading position as the Japan ESG contract of choice with a 
market share of 98% (in terms of Open Interest in USD notional).  
 
Exhibit 6. Leading OI of SGX FTSE Blossom Japan vs Other Japan ESG Futures 

Source: SGX. Data as of January 2021 – April 2025. Past performance is no guarantee of future results. Please see end for 
important legal disclosures. 

 
 

The efficacy of the contract, as a dividend equitisation tool, was evident again post the 

recent March dividend season in Japan. With the ex-dividend date of a significant 

number of companies taking place on 28th March, Open Interest rose by 76% (967 

lots, US$71M notional) on that day with 83% of the volume taking place in the 

overnight T+1 session. In 2024, we observed a similar trend for the same period.   
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Exhibit 7. Growing volumes of SGX FTSE Blossom Japan since 2021 

 
 
Source: SGX. Data as of January 2024 - March 2025. Past performance is no guarantee of future results. Please see end for 
important legal disclosures. 

 

The next significant ex-dividend date is projected to take place on 29th September 
and we expect to see similar activities as portfolios seek to equitize dividends to 
minimise cash drag through the right derivatives.  
The use case of the SGX FTSE Blossom Japan Index Futures contract is further 
solidified by its consistent outperformance against major broad-based Japan indices. 
 
Exhibit 8. Longer trading hours for SGX FTSE Blossom Japan Index Futures 
since 7th April 2025 
 
 

 

 

 

 

 

 

Source: SGX. Past performance is no guarantee of future results. Please see end for important legal disclosures. 

 
 

On the microstructure front, international investors can now enjoy an additional 15 
minutes of continuous trading in the T+1 session with an update to the SGX equity 
index derivatives suite on 7th April 2025. In a year that has been marked by volatility, 
this allows even better risk management and price discovery. 

This enhancement is in line with SGX’s objective of providing continuous year-round 
access: (i) a longer trading window that starts before Japan market opens and covers 
the close of US market, (ii) remaining open during Japan onshore trading lunch break 
and, (iii) available for trading on Japanese holidays, with the exception of New Year’s 
Day (1 January).
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About Singapore Exchange (SGX 
Group)  
We are Asia’s leading and trusted securities and derivatives market infrastructure, operating equity, fixed 
income, currency and commodity markets to the highest regulatory standards. We also operate a multi-
asset sustainability platform, SGX FIRST or Future in Reshaping Sustainability Together (sgx.com/first). 
We are committed to facilitating economic growth in a sustainable manner leveraging our roles as a key 
player in the ecosystem, a business, regulator and listed company. With climate action as a key priority, 
we aim to be a leading sustainable and transition financing and trading hub offering trusted, quality, end-
to-end products and solutions. As Asia’s most international, multi-asset exchange, we provide listing, 
trading, clearing, settlement, depository and data services, with about 40% of listed companies and over 
80% of listed bonds originating outside of Singapore. We are the world’s most liquid international market 
for the benchmark equity indices of China, India, Japan and ASEAN. In foreign exchange, we are Asia’s 
leading marketplace and most comprehensive service provider for global FX over-the-counter and futures 
participants. Headquartered in AAA-rated Singapore, we are globally recognised for our risk 
management and clearing capabilities. For more information, please visit https://regco.sgx.com/ 

 

SGX Disclaimer 
This document/material is not intended for distribution to, or for use by or to be acted on by any person or 
entity located in any jurisdiction where such distribution, use or action would be contrary to applicable 
laws or regulations or would subject Singapore Exchange Limited (“SGX”) and/or its affiliates (collectively 
with SGX, the “SGX Group Companies”) to any registration or licensing requirement. This document/ 
material is not an offer or solicitation to buy or sell, nor financial advice or recommendation for any 
investment product. This document/material has been published for general circulation only. It does not 
address the specific investment objectives, financial situation or particular needs of any person. Advice 
should be sought from a financial adviser regarding the suitability of any investment product before 
investing or adopting any investment strategies. Use of and/or reliance on this document/material is 
entirely at the reader’s own risk. Investment products are subject to significant investment risks, including 
the possible loss of the principal amount invested. Past performance of investment products is not 
indicative of their future performance. Any forecast, prediction or projection in this document/material is 
not necessarily indicative of the future or likely performance of the product. Examples (if any) provided 
are for illustrative purposes only. While each of the SGX Group Companies have taken reasonable care 
to ensure the accuracy and completeness of the information provided, each of the SGX Group 
Companies disclaims any and all guarantees, representations and warranties, expressed or implied, in 
relation to this document/material and shall not be responsible or liable (whether under contract, tort 
(including negligence) or otherwise) for any loss or damage of any kind (whether direct, indirect or 
consequential losses or other economic loss of any kind, including without limitation loss of profit, loss of 
reputation and loss of opportunity) suffered or incurred by any person due to any omission, error, 
inaccuracy, incompleteness, or otherwise, any reliance on such information, or arising from and/or in 
connection with this document/material. The information in this document/material may have been 
obtained via third party sources and which have not been independently verified by any SGX Group 
Company. No SGX Group Company endorses or shall be liable for the content of information provided by 
third parties (if any). The SGX Group Companies may deal in investment products in the usual course of 
their business, and may be on the opposite side of any trades. Each of SGX, Singapore Exchange 
Securities Trading Limited and Singapore Exchange Bond Trading Pte. Ltd. is an exempt financial 
adviser under the Financial Advisers Act (Cap. 110) of Singapore. The information in this document/ 
material is subject to change without notice. This document/material shall not be reproduced, 
republished, uploaded, linked, posted, transmitted, adapted, copied, translated, modified, edited or 
otherwise displayed or distributed in any manner without SGX’s prior written consent. Please note that 
the general disclaimers and jurisdiction specific disclaimers found on SGX’s website at 
http://www.sgx.com/terms-use are also incorporated into and applicable to this document/material. 

https://regco.sgx.com/
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© 2025 London Stock Exchange Group plc and its applicable group undertakings (“LSEG”). LSEG includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company 
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This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. 
Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of LSEG 
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supplementing Directive 2014/65/EU of the European Parliament and of the Council (“MiFID II”) and is provided for no fee.  

  

 

 

 

 

  

 

ABOUT FTSE RUSSELL 
 

FTSE Russell is a leading global provider of index and benchmark solutions, spanning diverse asset classes and investment objectives. As a trusted 
investment partner we help investors make better-informed investment decisions, manage risk, and seize opportunities. 

Market participants look to us for our expertise in developing and managing global index solutions across asset classes. Asset owners, asset 
managers, ETF providers and investment banks choose FTSE Russell solutions to benchmark their investment performance and create investment 
funds, ETFs, structured products, and index-based derivatives. Our clients use our solutions for asset allocation, investment strategy analysis and 
risk management, and value us for our robust governance process and operational integrity. 

For over 40 years we have been at the forefront of driving change for the investor, always innovating to shape the next generation of benchmarks 
and investment solutions that open up new opportunities for the global investment community. 

 

CONTACT US 

 

To receive our research and insights email and Market Maps reports, directly to your inbox, subscribe here. 

 

To learn more, visit lseg.com/ftse-russell; email info@ftserussell.com; or call your regional Client Service team office: 

EMEA +44 (0) 20 7866 1810 

North America +1 877 503 6437 

Asia-Pacific 

Hong Kong +852 2164 3333 

Tokyo +81 3 6441 1430 

Sydney +61 (0) 2 7228 5659 
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