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Chapter 3: Services


	Chapter 3 (g) : Financial Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	Banking 

The Monetary Authority of Singapore (MAS) completed a major review of its Singapore dollar policy in Dec 2000. In this review, the MAS identified significant areas for further liberalisation of its policy of non-internationalisation of the S$. 

With the liberalisation, financial institutions may now:

(i) lend Singapore dollars to non-residents for any purpose, including investments in financial assets and real estate;

(ii) lend Singapore dollars to non-residents for use off-shore provided the Singapore dollar proceeds are swapped into foreign currency upon draw-down; and

(iii) transact Singapore dollar currency options with other financial institutions in Singapore.

On 6 September 2000, MAS released guidelines governing the capital treatment of credit derivatives.  These guidelines address the capital treatment for three main credit derivative products: the credit default swap, the total rate of return swap and the credit-linked note.  The guidelines reaffirm the principle of maintaining capital for risk exposure and allowing for relief where the risk has been suitably hedged.

http://www.mas.gov.sg/regulations/notices_MAS627-c.html
Prudential guidelines governing the use of asset securitisation were issued on 6 September 2000.  The guidelines define the roles, responsibilities and risks that banks retain or undertake when they participate in a securitisation transaction.  They also set out the capital treatment of securitised assets, as well as disclosure, separation and other requirements for the various roles that banks take on in a securitisation transaction.  The guidelines also seek to ensure that banks hold appropriate capital against the risks they undertake.

http://www.mas.gov.sg/regulations/notices_MAS628-c.html
From 1 March 2001, in addition to Full Banks and Restricted Banks, Offshore Banks can participate fully in the swap market.  Singapore dollar funds received by banks from currency and foreign exchange swap transactions, irrespective of duration, are also exempt from reserve requirements. 

http://www.mas.gov.sg/regulations/announce_010309-c.html
In consultation with the financial sector and technology industry, MAS has developed a set of best practice guidelines in respect of technology risk management and security practices pertaining to Internet banking.  The guidelines require financial institutions to:

(i) Establish a sound and robust technology risk management process.

(ii) Strengthen system availability, security and recovery capability.

(iii) Deploy strong cryptography to protect customers' data and transactions.

The guidelines originally issued on 29 March 2001 to the banks have been updated in July 2001.

http://www.mas.gov.sg/newsarchive/news_policyindex.html
Bonds

An important development for the bond market in Singapore was the liberlisation of the swap market.  Several measures were taken to encourage more participants to join the swap market.  As of March 1 2001, offshore banks were allowed to engage in S$ swap transactions with non-banks.  In addition, banks no longer need to set aside reserves for S$ swap transactions between banks and non-banks (as mentioned above).

Singapore Exchange Derivatives Trading Ltd (SGX-DT) launched a 5-Year Singapore Government Bond Futures

in June 2001. The contract was based on a basket of Singapore Government Bonds, and was traded on the SGX Electronic Trading System (ETS). The 5-Year Singapore Government Bond Futures will complement the SGX 3-Month Singapore Dollar Interest Rate Futures to provide the market with risk management tools covering the short and medium end of the yield curve. 

MAS will be issuing its first 15-year Singapore Government Securities in 3 Sep 01.  This issue will extend the benchmark yield curve for government securities to further facilitate corporate bond issuance and trading activities in Singapore. 

E-bond trading

Several E-bond trading platforms (BondsinAsia, Asiabondportal) have set up operations in Singapore. 

	For information on the MAS Act, regulatory requirements of banking, insurance, securities, futures and fund management, please refer to:

-   Notice to banks:

http://www.mas.gov.sg/regulations/notices_MAS757-c.html
-   Notice to dealers:

http://www.mas.gov.sg/regulations/notices_MAS1201-c.html-   Notice to insurers:

http://www.mas.gov.sg/regulations/notices_MAS109-c.html
For any queries, please contact the International Department of MAS.

The guidelines originally issued on 29 March 2001 to the banks have been updated in July 2001.


	

	Licensing and 

Qualification Requirements of Service Providers


	Banking 

In line with MAS' 5-year programme to liberalise the domestic banking sector (announced on 17 May 1999), MAS announced on 20 October 1999, that it has awarded four foreign banks with Qualifying Full Bank (QFB) privileges and another eight banks with Qualifying Offshore Bank (QOB) privileges.  Eight new Restricted Banks (RB) were also announced.  On 29 June 2001, MAS announced the second phase of the liberalisation programme, which would enable:  

a)   The broadening of access to the domestic wholesale banking industry.  MAS will progressively upgrade all OBs and QOB to RBs.  To better reflect the range of activities permitted by the RB licence has been renamed the "Wholesale Banking" licence; and

b)   The enhancement of competition in the domestic retail banking industry.  MAS will award another two banks QFB status this year.  It has also granted all QFBs additional privileges in branching and establishing offsite ATMs.  Furthermore, QFBs will be able to provide Electronic Funds Transfer at Point of Sale services, Central Provident Fund (CPF) Investment Scheme and Supplementary Retirement Scheme (SRS) accounts from 1 July 2002.

http://www.mas.gov.sg/newsarchive/991020-c.html

	Banking 

Institutions applying for banking licences are assessed on a combination of the following general criteria:

-   its international standing and reputation, management expertise and integrity and ownership structure;

-   Relative size and track record;

-   financial strength ( good credit  and support rating, compliance with BIS capital adequacy standard);

-   3-year business plan; and

-   adequate consolidated supervision by its home supervisory authority which must be satisfied with its financial soundness and approved the establishment in Singapore.

Institutions must meet the minimum capital requirements as follows:

Commercial banks 

-   for locally-incorporated banks, the minimum capital requirement is S$1.5 billion.  For banking subsidiaries whose Singapore parent banks have already met the S$1.5billion capital requirements, the minimum paid-up capital is S$100million.  In addition, locally-incorporated banks  and their banking subsidiaries need to maintain 12% capital adequacy ratio, comprising 8% Tier 1 and 4% Upper Tier 2 capital on a solo and consolidated basis; and

-   for foreign banks, the minimum capital requirement for a subsidiary is S$1.5 billion.  A branch  should hold net head office funds of not less than S$10million in Singapore in respect of its business here, of which not less than S$5 million are in the form of assets approved by MAS.

Merchant banks

-   locally incorporated subsidiary requires an issued, paid-up and called capital of not less than S$3million.  A branch is required to hold net head office funds of not less than S$3million in respect of its domestic banking unit. 

Finance Companies

-   Minimum capital requirement is S$50 million; and

-   Entry requirements are broadly similar to that for banks; viz reputation, track record and financial strength, management expertise and integrity, ownership structure, business plan etc.

Insurance

Admission Criteria for awarding direct insurance are:

-   the domestic and international ranking;

-   the present and past credit ratings;

-   track record and reputation, with regard to compliance with regulations and the strength of internal control systems; and

-   commitment to contribute to Singapore's development as a regional insurance hub and international financial centre.

Admission Criteria for new brokers are:

-   world ranking ( for general insurance brokers);

-   reputation, Financial standing and track record;

-   Business plans and projections; and

-   commitment and ability to contribute towards developing Singapore as an international financial centre, through transfer of expertise to local staff, risk management and product innovation.

Admission Criteria for reinsurers are:

-   world ranking;

-   credit rating; and

-   track record.

Admission Criteria for captives includes:

-   parent company must be financially sound and reputable.

Insurance intermediaries are required to have 

-   3 credit  passes for GCE "O" Level;

-   Certificate in Life Insurance;

-   Certificate in Life Insurance (Investment-linked Life Insurance Policies);

-   Diploma in Life Insurance;

-   Attend Agency Development Programme within first 3 months of appointment;

-   Completed Pre-Management Orientation prior to appointment as Agency Supervisors; and

-   Have at least 36 months of industry experience prior to appointment as Agency Supervisors

http://www.mas.gov.sg/regulations/notices_MAS306-c.html

	

	Foreign Entry


	Banking 

Please see the cell above which includes foreign entry. 

Securities

With effect from 1 Jan 2001, International Members of the Singapore Exchange who were previously restricted to trades of above S$500,000 in the case of SGD-denominated securities of Singapore-incorporated companies with resident investors, have had the trading restriction removed. 

From 1 July 2000, new participants have been eligible to become new members of the Singapore Exchange. New members will initially be permitted to trade SGD-denominated securities of Singapore-incorporated companies with resident investors, for trades with a minimum value of S$500,000.  This limit will be reduced to S$150,000 from 1 July 2001 and removed in Jan 2002.


	Banking

Please see cell above which covers both local and foreign applicants for entry into the industry.

Insurance

No special requirements for foreign entry. Full national treatment.

Securities

Since, July 2000, the Singapore Exchange has admitted new members that were able to meet its membership requirements and had the reputation and financial strength to contribute to developing Singapore markets.  

http://www.mas.gov.sg/newsarchive/sp_991201-c.html
	Banking

 MAS plan to grant 20 Wholesale Banking licences over the next two years.  Banks will be admitted to Wholesale Banking status in priority of their financial strength and ability to contribute to Singapore’s financial industry.

	Discriminatory Treatment/

MFN


	
	
	


