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17th March 2015 

 

Capital Markets Intermediaries Department III/ 

Market Conduct Department 

Monetary Authority of Singapore 

10 Shenton Way 

MAS Building 

Singapore 079117 

Submitted via email to: crowdfunding_consultation_2015@mas.gov.sg 

 

 

Re: MAS Consultation Paper No. P005-2015 – Consultation Paper on Facilitating Securities-

Based Crowd Funding 

 

Dear Sir 

 

CFA Society Singapore welcomes the opportunity to participate in the Monetary Authority of 

Singapore’s (“MAS”) consultation paper on facilitating securities-based crowd funding (“SCF”).  

Alternative finance activities such as SCF while still in a nascent stage of development are expected 

to play an increasingly important role of filling the funding gap for small and medium-sized 

enterprises (“SME”).  Accordingly, we welcome the proactive efforts undertaken by MAS in 

addressing this subject matter and in seeking public consultation prior to implementing the proposed 

regulation.   

 

In formulating our views and response, CFA Society Singapore also enlisted the views of CFA 

Institute to draw on the various experiences in the implementation of the regulations and/or guidelines 

on crowd funding in Europe and Americas.  Please find our consolidated comments to the 

consultation paper as set out below. 

 

Q1 MAS seeks views on the proposed regulatory approach to facilitate SCF for accredited and 

institutional investors in the first instance. 

 

CFA Singapore Society members debated at length whether access to the SCF should be limited to 

only accredited and institutional investors or if it should include retail investors.  The proponents for 

granting access to retail investors argue that if retail investors were unable to access SCF hosted in 

Singapore, they could channel their funds into SCF offered in other jurisdictions that allow for retail 
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access. In addition, Singapore may lose its attractiveness as an SCF hub to other countries where 

retail access is allowed.   

 

On the contrary, there are strong compelling arguments to support and limit access to only accredited 

and institutional investors in the first instance.  MAS is proposing to adopt a light approach to 

regulation, requiring the platform operators to be licensed under Capital Markets Service license for 

dealing in securities but without issuing any specific prescribed regulatory framework or guidelines 

for SCF.   

 

While keeping a light regime may allow flexibility for the development of the crowd funding market 

in Singapore, at CFA (CFA Singapore Society and CFA Institute), we advocate that more can and 

should be done to protect investors’ interest.  In an issue brief on Investment-Geared Crowdfunding 

(please find also a copy attached for reference), CFA Institute sets out that to develop its potential for 

the economy and investors, investment-geared crowd funding needs a comprehensive regulatory 

framework that addresses the following aspects:- 

 

(1) Integrity of platform operations 

(2) Transparency by issuers and platforms 

(3) Investor access and appropriateness 

(4) Due diligence and safeguards 

(5) SME access and focus 

(6) Corporate governance protections 

 

Please refer to the publication for more details on each criterion as well as a comparison of the 

regulations and/or guidelines covering the six criteria across the United Kingdom, United States of 

America, France, Germany, Italy, Spain and New Zealand.  Applying the same six criteria to 

Singapore assuming MAS’ consultation proposals are implemented in their entirety, we note that the 

proposals are generally non-prescriptive in the areas of (1) Transparency by issuers and platforms; (2) 

Due diligence and safeguards; and (3) SME access and focus.    
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The tabulation on Singapore is set out below for ease of reference:- 

 

 Singapore 
 Specific rules (assuming consultation proposals are 

passed in entirety) 
 

 Equity or debt 
 

1. INTEGRITY OF PLATFORM 
OPERATIONS  
 

 

• Platform and intermediary regulation  -‐ Required to obtain a CMS licence in dealing in 
securities 

-‐ If advising issuers, licence in advising on corporate 
finance is required 

-‐ If advising investors, then exemption in financial 
advisory is required 

-‐  
• Operational aspects  -‐ No handling, holding or accepting customer monies, 

assets or positions and do not act as principal in 
transactions with investors to qualify for reduced 
base capital and waiver of security deposit 
requirement 
 

• Complaints and redress  - internal resolution of disputes 
- Membership with dispute resolution scheme 
(FIDReC) not compulsory 
 

• Supervision and reporting  Regulator is MAS 
 

• Professional competence  At least 2 directors and 2 full time employees with 
relevant experience 
 

• Social networking functionalities  
 

-‐ Platforms should restrict access to registered users 
only 

-‐ May advertise general information about platform 
but not on specific offers available on the platform 
 

2. TRANSPARENCY BY ISSUERS 
AND PLATFORMS  
 

 

• Pre-subscription disclosure by issuers  
(exemptions to default prospectus rules)  

-‐ No prospectus is required if offer is restricted to 
accredited/institutional investors 
 

• Promotion by issuer  -‐ Mass solicitation, advertising or canvassing is 
prohibited 
 

• Ongoing disclosure by issuers  -‐ [Not specified] 
 

• Disclosure of information by platforms  -‐ [Not specified, but no specific requirements for 
disclosures to accredited/institutional investors] 
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• Headline warnings  -‐ [Not specified] 
 

3. INVESTOR ACCESS AND 
APPROPRIATENESS  
 

 

• Investor access  -‐ Accredited and institutional investors only 
 

• Role for professional investors  -‐ Accredited and institutional investors only 
 

• Maximum investments and 
diversification  

-‐ No restrictions 

• Appropriateness  -‐ Additional licence types/exemptions required if 
advising issuers or investors (see above) 
 

• Promotion by platforms  -‐ [Not specified] 
 

• Ongoing services  -‐ [Not specified] 
 

4. DUE DILIGENCE AND 
SAFEGUARDS  
 

 

• Due diligence by platforms  -‐ [Not specified] 
 

• Conflict of interests  -‐ Management policy 
 

• Right to cancel subscription  -‐ [Not specified] 
 

• Material changes to offer by issuer  -‐ [Not specified] 
 

• Control of issuer information  
 

-‐ [Not specified] 

• Offers in >1 portal  
 

-‐ [Not specified] 

• Contracting channel  
 

-‐ Seems to suggest online only 

5. SME ACCESS AND FOCUS  
 

 

• Scope of crowdfunding exceptions  -‐ [Not specified] 
 

6. CORPORATE GOVERNANCE 
PROTECTIONS  
 

 

• Protections for retail investors  
 

-‐ Not applicable. Accredited and institutional investors 
only 
 

 
While crowd funding may benefit the economy, those seeking financing and some investors looking 

for alternative investment opportunities, we are mindful of the implications to the financial markets 

and the need to protect investors, in particular, retail investors.  Accordingly, in the absence of 

relevant prescribed SCF regulations and/or guidelines, CFA Singapore Society would support MAS’ 

proposal to restrict SCF for accredited and institutional investors for the time being.   
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However, simply being an accredited investor is not a proxy for investor sophistication and moreover, 

availing SCF to accredited and institutional investors could be the first steps towards an eventual 

opening to retail access. As such, we urge MAS to strengthen the integrity of SCF as a funding 

mechanism by considering issuing specific SCF regulations and/or guidelines, in particular, in the 

following areas:- 

 

(1) Transparency by Issuers and Platforms  - in particular, platforms should disclose their due 

diligence approach, key risks, fees and costs, right of withdrawal and publish aggregate data 

on past deals and outcomes in comparable format. 

(2) Due Diligence and Safeguards – Platforms should conduct adequate due-diligence on each 

project to mitigate the potential incidence of fraud, it should be transparent and disclose the 

process and checks undertaken on the due diligence, mitigate and disclose any conflict of 

interest and give investors a right to cancel subscription. 

The introduction of regulations or guidelines should not result in a risk of over-regulation damaging 

the financing of small and start up enterprises and/or the possibility that regulation will pose daunting 

entry barriers to new platforms. Such regulations/guidelines are already adopted in countries and 

major economies where SCF is more developed and has gained greater traction.  We believe that such 

disclosures, due diligence and safeguards should be furnished to investors whether retail, accredited 

or institutional.  Furthermore, rather than relying on a blanket ban on retail access as a form of 

protection (and risk driving these investors to seek SCF options in other unregulated jurisdictions), 

we urge MAS to take the longer-term view and build a stronger framework that would be sufficiently 

robust to facilitate eventual retail access. While we recognise that retail access is not within the scope 

of this current consultation, we would like to recommend relevant guidelines/regulation governing 

this area that MAS could consider in future, in particular:- 

 

(1) Investor Access & Appropriateness – Retail and non-professional investors should be granted 

only limited access to crowdfunding platforms, with attention given to their level of 

sophistication, ability to bear risk and withstand losses, and the type of instruments and 

projects on offer. Platforms should provide relevant educational materials that allow 

investors to gain an appropriate understanding. Self-certification of sufficient understanding 

should not be enough to gain access. Unsophisticated investors should be effectively deterred 

from concentrating their portfolio in SCF. Regulation and platforms should set maximum 

investment limits per project and platform. Investors should be encouraged to diversify.	  
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(2) Transparency by Issuers and Platforms – To the extent that retail and non-professional 

investors are awarded access, issuers should provide adequate disclosure through some form 

of prospectus. This should include business plan and use of proceeds, project-specific risks, 

instrument-related risks, financial interest of related parties or professional investors, investor 

rights (including restrictions), valuation, liquidity (including shareholder agreements), 

business backlogs (including material contracts), conflicts of interests, and financial 

information.	  

	  

Q2  MAS seeks views on the following proposals for Dealing Licensees that do not handle, hold 

or accept customer monies, assets, or positions, and do not act as principal in transactions with 

investors: 

 

(a) To lower the base capital requirement to S$50,000; and 

(b) To remove the requirement to maintain a security deposit of S$100,000 with MAS. 

We support MAS’ proposal to lower the base capital requirement to S$50,000 and to remove the 

requirement to maintain a security deposit of S$100,000 with MAS.   

 

Other Remarks 

We would like to seek MAS clarification assuming the adoption of the proposals where SCF is 

availed for accredited and institutional investors:- 

 

(1) For existing SCF platforms located in Singapore, is there a transitional period to comply? 

(2) Generally, any financial institution actively soliciting Singapore based customers will be 

required to obtain a licence/exemption from licensing. A licence/exemption may not be 

required if it is reverse solicitation - i.e. customer approaches the overseas financial 

institution on his/her own accord.  Does the same regulation apply to a cross-border SCF 

platform?  If so, does this mean that an overseas SCF platform that is open for retail access 

would not be licensed to actively solicit for Singapore based customers?  However, the 

Singapore based retail investor is allowed to approach the overseas SCF platform on his/her 

own accord.  
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Concluding Remarks 

CFA Society Singapore would like to thank you for the opportunity to furnish our comments.  We 

would be happy to address any questions you may have and appreciate the time you are taking to 

consider our points of view.  Please feel free to contact us on this or any other issues in future.   

 

Please note that all feedback is made in our personal capacities as CFA Society Singapore members 

and do not necessarily represent the views of the organizations where we work.   

 

  
Yours sincerely, 
 
CFA Society Singapore Advocacy Committee  

(Email: advocacy@cfasingapore.org) 

Daryl Liew, CFA  Tan Lay Hoon, CFA 

Maurice Teo, CFA  Hon Shin-Ming, CFA 

 

 

CFA Institute 

Laurel Teo, CFA 

Director of Society Advocacy Engagement, Asia Pacific 

(Email: laurel.teo@cfainstitute.org)  


