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Good governance for vibrant capital markets:

towards a market-centric dynamic index

The tweaks to the Singapore Governance and Transparency Index reflect the continuous changes in sustainable governance regulations and practices.
BY LAWRENCE LOH, NGUYEN HANH TRANG, NGUYEN THI THUY AND ANNETTE SINGH

IN 2024, the Singapore Governance
and Transparency Index (SGTI) was
re-introduced as a dynamic index
designed to reflect continuous
changes in sustainable corporate
governance regulations and prac-
tices. The index placed greater em-
phasis on environmental, social,
and governance (ESG), increasing
both the number of sustainability-
related questions and its overall
weighting.

Building on this foundation,
SGTI 2025 further expands this fra-
mework by incorporating addi-
tional sustainability disclosures,
including climate reporting.

SGTI 2025 had a mean score of
70.9 points out of a maximum
achievable score of 143 points. The
base score covers five dimensions:
Board Responsibilities (35 points),
Rights of Shareholders (10 points),
ESG and Stakeholders (20 points),
Accountability and Audit (10
points), and Disclosure and Trans-
parency (25 points). The final score
is derived from the base score and
an adjustment for bonuses and pe-
nalties. (See story below).

Companies show the strongest
performance in disclosures relat-
ing to shareholder rights (mean
normalised score of 87 per cent),
followed by sustainability-related
matters and accountability and au-
dit (both having a mean normal-
ised score of 68 per cent).

Progress needed on ESG targets
and climate risks

Companies could further improve
their sustainability reporting by
advancing their sustainability tar-
gets beyond the short term. Tar-
gets are one of the primary compo-
nents required of sustainability re-
ports and, according to SGX Prac-
tice Note 7.6, should be considered
for the short, medium and long
term.

Over 80 per cent of companies
disclose quantitative sustainabili-
ty targets for the next year.

But only two-thirds of compa-
nies disclose such targets for the
mid- to long term. Short-term tar-
gets are important and necessary
because they show that companies
are taking specific, concrete ac-
tions towards sustainability. This
enables them to make some imme-
diate progress, which in turn can
help to strengthen investor confi-
dence.

However, longer-term targets
are equally important, allowing
companies to address more com-
plex sustainability issues. Such tar-
gets facilitate a more strategic ap-
proach to sustainability, integrat-
ing it with long-term business
growth and risk-management
strategies. This helps to demon-
strate companies’ ongoing com-
mitment to sustainability and can
help them to avoid accusations of
greenwashing.
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Board responsibilities
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ESG and stakeholders
Accountability and audit
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Sustainability targets and

climate reporting

Quantitative sustainability target:
Next year

Quantitative sustainability target:
Mid-/long-term

Climate change is a material issue
Processes of identifying and
assessing climate-related risks
Management of climate-related
risks and opportunities
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Another area in which compa-
nies could improve their sustaina-
ble corporate governanceis in their
climate reporting. Again, over 80
per cent of companies identify cli-
mate change as a material issue
and disclose their processes for
identifying and assessing climate-
related risks.

Fewer companies go further to
report how they are managing their
climate-related risks and opportu-
nities. Transparency in climate re-
porting means not only identifying
risks, but also explaining how
those risks are being addressed,
and how opportunities are being
leveraged.

Limited disclosures may hinder
investors and other stakeholders
from gaining the comprehensive
understanding needed for assess-
ing how effectively the company is
addressing climate-related risks,
opportunities and evolving stan-
dards.

Value measures for
market-centric assessment

The national initiative to revitalise
Singapore’s equities market has
gained significant attention. A re-
cent review of it led to the announ-
cement of several measures aimed
at enhancing trading liquidity.
Among these was the intention to
move Singapore to a more disclo-

sure-based regime. This requires
key stakeholders to actively as-
sume their roles and responsibili-
ties. For issuers, this includes
upholding and strengthening cor-
porate governance, and giving re-
newed attention to shareholder
value creation.

The next phase of SGTI will take
these two priorities as a starting
point. On the one hand, assess-
ment of corporate governance dis-
closures and practices will contin-
ue to be the mainstay of the index.

On the other, we propose add-
ing a new dimension, reflecting the
fact that creating value for share-
holders is a fundamental objective
of corporate governance.

Specifically, we propose includ-
ing value-related indicators based
on financial statements or stock-
related data, either separately orin
combination. Some of these could
include return on equity, net profit
margin, leverage, price-earnings
ratio, price-to-book ratio or the en-
terprise multiple (enterprise val-
ue/earnings before interest, taxes,
depreciation and amortisation).

Indicators based on specific as-
pects such as dividend yield could
also be included. These value mea-
sures would account for 25 per
cent of the total SGTI score, with
disclosure-based assessment mak-
ing up the remaining 75 per cent.

Among the
changes
announced
following a
review of the
national initiative
to revitalise the
equities market
is a plan to move
Singapore

to a more
disclosure-based
regime. PHOTO:
REUTERS

Proposed model for SGTI (Reits/business trusts)

Score based on disclosures (75%)
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Assessment for Reits and busi-
ness trusts would follow a similar
framework, although they would
continue to have additional cover-
age of trust-specific items (struc-
ture, leverage, interested-person
transactions, competency of Reit
manager or trustee-manager, and
emoluments).

By incorporating company per-
formance on market-related indi-
cators, SGTI would have the poten-

Source: The Business Times © SPH Media Limited. Permission required for reproduction.

tial to uncover value stocks that
possess both good governance and
market-related performance metri-
¢s. Since SGTI assesses all issuers,
it could also support the broader
efforts to place greater focus on
small- and mid-cap companies.

Beyond ESG to EESG

This also allows fora wider consid-
eration of sustainability, going be-
yond ESG to EESG, where the first

“E” refers to economics. Much of
sustainability has focused on ESG
factors.

However, economics is also a
key dimension, because corporate
sustainability requires financial
viability. Also, shareholders are a
company’s primary stakeholder
group. A more market-oriented as-
sessment would better assess the
degree to which their interests are
being upheld, not just by evaluat-
ing transparency and disclosures,
but also by considering financial
outcomes.

Sustainable corporate gover-
nance is not only about what is dis-
closed; it is also about what is deli-
vered. CGS invites comments on
this proposal. Please send your
suggestions to cgs@nus.edu.sg.
Comments are requested by Sep
30, 2025.
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