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Purpose of Consultation

The purpose of this consultation is to invite index users and other stakeholders to provide feedback on the
inclusion of Japanese small cap companies to the FTSE Blossom Japan Index by changing the underlying
benchmark from FTSE Japan Index to FTSE All Cap Japan Index.

Background

Since its launch in 2017, the FTSE Blossom Japan Index has helped to catalyse improvements in
corporate practices with respect to global environmental, social and governance standards in Japan.
This has been achieved in part through a programme of positive engagement and communication with
corporates, giving them a clear understanding of FTSE Russell’s ESG ratings data model.

Approximately 40% of the constituents of the companies in the underlying index qualify for inclusion in the
FTSE Blossom Japan Index. This has been achieved through the improving corporate practices of large
and mid cap companies in the underlying benchmark.

In addition, the opportunity for inclusion in the index provides further incentive for companies to
improve their ESG scores by enhancing their ESG practices and disclosure in order to meet the
index eligibility criteria.

Proposed Inclusion of Small Cap
Companies into FTSE Blossom Japan Index

In December 2019, FTSE Russell expanded it's ESG ratings coverage for Japanese companies to include
small caps, bringing the total number of securities covered by FTSE Russell’'s ESG ratings in Japan to
1300. The intended aim of this increased coverage is to promote and encourage improvements in ESG
practices across all Japanese companies, including small caps.

This expanded ESG ratings coverage now provides for the opportunity to further promote improved
ESG practices by making Japanese small cap companies eligible for inclusion in the FSTE Blossom
Japan Index.

1. Inline with existing FTSE Blossom Japan Ground Rules, it is proposed that the same ESG ratings
threshold should apply to small companies as to those in large and mid market capitalisation size
bands.! As at December 2019, this would mean that four small cap companies would become
eligible for entry to the index. (*This number will be updated when June rating are released.)

2. The inclusion of Small Cap companies in the FTSE Blossom Japan Index would necessitate a
change in the underlying index from the FTSE Japan index to the FTSE All Cap Japan index.
Sufficient time should be allowed to clearly communicate and explain the change to clients and
affected companies.

The proposed changes would be effective from the December 2020 index review.

!As of December 2019, the ESG rating threshold for inclusion in the index is a score of 3.3 and the deletion threshold is 2.9.
https://research.ftserussell.com/products/downloads/FTSE_Blossom Japan Index Ground Rules.pdf
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Impacts

The impact of this proposal on FTSE Blossom Japan Index if it was implemented can be seen in Figure 1.

Figure 1. Impact of proposed inclusion of Japanese small cap companies

No. of Japanese small cap companies eligible for inclusion based on Dec 2019 ESG scores

Responding to the consultation

FTSE Russell would like to receive feedback on the following questions regarding the inclusion
of Japanese small cap companies into the FTSE Blossom Japan Index.

Please submit your response to the questions included in this consultation online at:

All responses will be treated as confidential. FTSE Russell may publish a summary of the consultation results.

Question 1: Should Japanese small cap companies be eligible for inclusion in the
FTSE Blossom Japan index?

U Yes
I No
I If “No” is selected please provide further comments in the box below.

Question 2: If you answered yes to Question 1, do you agree that the benchmark for the
FTSE Blossom Japan Index should be changed from the FTSE Japan index to the
FTSE All Cap Japan index to provide for the inclusion of small cap companies?

] Yes
1 No
I If “No” is selected please provide further comments in the box below.

Question 3: Do you support the application of the same ESG rating inclusion threshold to small cap
companies as used for large and mid cap companies?

U Yes
U No
U If “No” is selected please provide further comments in the box below.
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For more information about our indexes, please visit ftserussell.com.
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Group, from sources believed by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as
other factors, however, such information and data is provided "as is" without warranty of any kind. No member of the LSE Group nor
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expressly or impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be
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the FTSE Russell products for any particular purpose to which they might be put. Any representation of historical data accessible
through FTSE Russell products is provided for information purposes only and is not a reliable indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees,
partners or licensors for (a) any loss or damage in whole or in part caused by, resulting from, or relating to any error (negligent or
otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting,
communicating or delivering any such information or data or from use of this document or links to this document or (b) any direct,
indirect, special, consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the
possibility of such damages, resulting from the use of, or inability to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and
nothing contained herein or accessible through FTSE Russell products, including statistical data and industry reports, should be taken
as constituting financial or investment advice or a financial promotion.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown
may not represent the results of the actual trading of investable assets. Certain returns shown may reflect back-tested performance. All
performance presented prior to the index inception date is back-tested performance. Back-tested performance is not actual
performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was
officially launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the
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calculation of the index.

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 the LSE Group nor their licensors assume
any duty to and do not undertake to update forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic,
mechanical, photocopying, recording or otherwise, without prior written permission of the applicable member of the LSE Group. Use and
distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE Canada, MTSNext, Mergent, FTSE FI, YB, BR and/or
their respective licensors.
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About FTSE Russell

FTSE Russell is a leading global index provider creating and managing a
wide range of indexes, data and analytic solutions to meet client needs
across asset classes, style and strategies. Covering 98% of the investable
market, FTSE Russell indexes offer a true picture of global markets,
combined with the specialist knowledge gained from developing local
benchmarks around the world.

FTSE Russell index expertise and products are used extensively by
institutional and retail investors globally. For over 30 years, leading asset
owners, asset managers, ETF providers and investment banks have chosen
FTSE Russell indexes to benchmark their investment performance and
create investment funds, ETFs, structured products and index-based
derivatives. FTSE Russell indexes also provide clients with tools for asset
allocation, investment strategy analysis and risk management.

A core set of universal principles guides FTSE Russell index design and
management: a transparent rules-based methodology is informed by
independent committees of leading market participants. FTSE Russell is
focused on index innovation and customer partnership applying the highest
industry standards and embracing the IOSCO Principles. FTSE Russell is
wholly owned by London Stock Exchange Group.

For more information, visit ftserussell.com.

To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional
Client Service Team office:

EMEA North America Asia-Pacific

+44 (0) 20 7866 1810 +1 877 503 6437 Hong Kong +852 2164 3333
Tokyo +81 3 4563 6346
Sydney +61 (0) 2 8823 3521
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