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28 April 2021 
 
Singapore Exchange Regulation 
11 North Buona Vista Drive 
#06-07, The Metropolis Tower 2 
Singapore 138589 
 
 
Attention: IPO Admissions 
 
 
Via email: listingrules@sgx.com  
 
 
Re: Proposed Listing Framework for Special Purpose Acquisition Companies 

Dear Madam / Sir, 

CFA Institute and CFA Society Singapore are pleased to provide you with our perspectives on areas for 
consideration in relation to the consultation paper issued by the Singapore Exchange (“SGX”) on the 
proposed listed framework for special purpose acquisition companies (the “Proposal”).  

Our comments are consistent with the objective of CFA Institute1 and CFA Society Singapore to uphold 
and enhance market integrity and investor protection in financial markets. The healthy functioning of 
financial markets is key to efficient and effective capital allocation, which in turn drives innovation and 
sustained economic growth.  

In the global context, public financial markets have undergone profound changes in the decade since 
the global financial crisis (the “GFC”) in 2009. As noted in a CFA Institute report2 on capital formation, 
the surge in liquidity globally post-GFC meant that the market power of entrepreneurs in accessing 
capital for their businesses has increased to the extent that avoiding public markets entirely has 
become feasible. At the same time, pressure on public companies has been growing, due to increasing 
corporate disclosure requirements, listing standards, and governance practices.  

In this setting, we understand and appreciate the effort of SGX in its attempt to introduce Special 
Purpose Acquisition Vehicles (“SPACs”) into Singapore. Given SPACs’ explosive popularity in the United 
States in the last 18 months, it is understandable for SGX to explore this as a means to add depth and 
diversity to the market, ensure Singapore’s relevance and competitiveness, and cement its role as a 
hub for fund raising for South East Asian growth companies. However, we also believe that market 
development needs should be balanced with robust investor protection and sound corporate 

 
1 CFA Institute is the global association of investment professionals that sets the standard for professional excellence and 

credentials. The organization is a champion of ethical behaviour in investment markets and a respected source of 
knowledge in the global financial community. Our aim is to create an environment where investors’ interests come first, 
markets function at their best, and economies grow. There are more than 170,000 CFA charterholders worldwide in 164 
markets. CFA Institute has nine offices worldwide and there are 161 local member societies. 

2  Rosov, S. “Capital Formation: The Evolving Role of Public and Private Markets”, CFA Institute, November 2018, 
https://www.cfainstitute.org/-/media/documents/article/position-paper/capital-formation.ashx.  
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governance practices. Without such balance, there is potential for poor investor experience souring 
not just the future SPAC issuances, but investors’ faith and trust in capital markets as a whole.  

The importance of this balance is acknowledged in the Proposal, and the package of rules and 
safeguards is a considered attempt in achieving such balance. That said, there are a number of ways 
in which the protection of targeted investor groups can be strengthened by taking into account 
different characteristics of a SPAC at different points of its life cycle.   

There are essentially four key stages of a SPAC: (1) IPO, (2) post-IPO trading, (3) merger or “de-
SPACing”, and (4) post-merger listing. From our research and conversations with market participants 
across the world, it is clear that the ownership profile and the risks shareholders face differ across this 
SPAC life cycle, and hence there should be differentiation in the level of regulation, scrutiny and 
safeguards at different stages of a SPAC’s life, and an appreciation of the distinct target investor 
groups that protection measures are directed at.  

 

Stage 1: IPO 

 The SGX Proposal is thoughtful and considers a number of details in the area of admission 
criteria. All of these details are important and together form an effective package of 
safeguards. However, inherent in the SPAC structure is a lack of alignment of long term 
interests between sponsors and shareholders. In our view, three key factors stand out as 
having the most impact in aligning such interests: 

 Quality of sponsors 

 Minimum equity participation 

 Cap on promote 

 Quality of sponsors: Research has shown that the SPACs with a high-quality sponsor, such as 
a large fund manager, former CEO or C-suite level executive at a Fortune 500 company, 
performed relatively well compared to others. 3  In the United States, the Securities and 
Exchange Commission (“SEC”) has cautioned investors about investing in SPACs associated 
with celebrities. We believe there is further scope for SGX to articulate its expectations of 
sponsors in the new framework, including, for example, their experience in mergers and 
takeovers, their track record in previous SPACs or similar transactions, and the returns realized 
by their investors. Sponsors should be mandated to disclose the number of SPACs they are 
involved in concurrently, and if and how they will deal with potential conflicts of interest that 
may arise. 

 Minimum equity participation: Left to the free market, we believe most founding 
shareholders and management team will not put up personal funds in the SPAC. Hence, 
regulatory requirement is necessary to align the otherwise divergent interests of stakeholders 
and temper moral hazards associated with SPACs. The quantum of the requisite minimum 
equity participation should be substantial enough to align interest.  

 
3  Klausner, M. D., Ohlrogge, M., and Ruan, E., “A Sober Look at SPACs”, October 28, 2020. Yale Journal on Regulation, 

Forthcoming, Stanford Law and Economics Olin Working Paper No. 559, NYU Law and Economics Research Paper No. 20-
48, European Corporate Governance Institute – Finance Working Paper No. 746/2021, https://ssrn.com/abstract=3720919 
or http://dx.doi.org/10.2139/ssrn.3720919 
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 Cap on promote: The consultation paper rightly points out that promote is an “incentive tied 
to deal completion rather than the long-term success of any business combination.” An 
alternative approach to better align the compensation of the sponsor to the long-term success 
of business combination is to grant promote in a combination of warrants and shares, with 
warrants as the preferred instrument over shares for better alignment of interest. The 
warrants can be structured to partly pay out when the merger is approved, with the rest 
subject to post-merger shareholder value creation. The idea that promote is tied to both 
merger and post-merger success resonated among market participants we spoke to.  

 A good example of this is Pershing Square Tontine Holdings (PTSH) in which the sponsor has 
foregone the typical 20% promote and instead will buy warrants that are only transferrable or 
exercisable three years after the merger, at fair market value. This is in contrast with sponsor 
warrants which are typically exercisable 30 days after closing of the merger and thus 
incentivize sponsors to do any deal rather than do a quality deal and cause the interests of 
sponsors and investors to further diverge.  

 We note that a regulatory mandate for equity participation by sponsors is a unique feature of 
the SGX SPAC framework, along with the proposed extended moratorium and restriction from 
voting on the merger. This is a powerful combination of safeguards but may deter prospective 
sponsors. Perhaps one possible flexibility is to allow for a lower minimum equity participation 
if sponsors are tied to long term warrants, or even eliminate the equity participation entirely 
if the entire remuneration for the sponsors is tied to shareholder value creation and can only 
be realized two or three years after merger.   

 

Stage 2: Post-IPO trading 

 IPO shares typically come with detachable warrants so that IPO investors enjoy the implicit 
capital guarantee through redemptions and can potentially take advantage of any upside 
through warrants. SPAC shares traded in the secondary market are typically stripped off 
warrants, which are kept by the selling shareholder for potential upside. One of the questions 
in the Proposal is whether warrants should be detachable. If they are not, then any share sale 
would also mean the loss of the optionality inherent in the warrants. This is a bold suggestion. 
However, we feel this is too much of a departure of a typical SPAC structure and would render 
it unattractive to both sponsors and investors. Nevertheless, as seen in the PTSH example, 
even if non-detachable warrants are not a regulatory requirement, they can still be a feature 
offered by sponsors to differentiate their SPACs from others.  

 In the United States, retail investors have taken up a rising portion of post-IPO trading in SPACs. 
According to Bank of America, retail investors represented 46% of trading volume in SPACs on 
its platform in January 2020, an increase of 30% from two months ago.4  

 In Singapore, and indeed in many Asia markets, there is a high level of direct retail 
participation in the stock market. The risk is that if a large portion of IPO investors sell into the 
market post-IPO, the ownership profile may shift towards those retail investors who are less 

 
4  “SPAC transactions come to a half amid SEC crackdown, cooling retail investor interest”, CNBC, April 21, 2021. 

https://www.cnbc.com/2021/04/21/spac-transactions-come-to-a-halt-amid-sec-crackdown-cooling-retail-investor-
interest.html.  
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informed and who may be making an investment decision based on the fame or star quality 
of the sponsor. Such investors also would not have the benefit of the upside from the warrants.  

 Although some individual investors may have significant pools of investible assets, this does 
not necessary translate into ability to understand a complex SPAC framework. Indeed some 
market practitioners we spoke to wondered if retail investors in Singapore were mature 
enough to be investing in SPACs. It might be extreme to suggest restrictions on retail investors 
from participating in SPACs, especially since “retail” investors are diverse in their technical skill 
sets and doing so will penalize those who do understand SPACs. Hence, we believe in the need 
to focus on investor education and ensure individual investors are aware of the risks, and their 
responsibility as shareholders to vote their proxies, attend meetings, and make informed 
decisions.  

 Financial advisors should also be reminded of their duty of care and suitability assessment 
requirements when recommending SPACs to their clients. Guidance from MAS on lending 
against SPAC shares may be needed. 

 

Stage 3: Merger or de-SPACing 

 We believe the risk is the highest at this stage of the SPAC life cycle because of the complexity 
of SPAC mergers, and hence warrants a significant amount of regulatory attention. Not only 
would shareholders have to evaluate the target and the merger terms, they also have to 
understand the financial engineering aspects of the transaction, in particular any additional 
fund raising, side deals and further dilution, all of which have an enormous impact on their 
return.  

 Full and clear disclosures are a must – sponsors must set out in a clear, user-friendly way, in 
one single document, the components of the consideration, be they in cash or securities; the 
source and amount of additional funding that would be required; details of any side-deals that 
the sponsor may have reached; and the level of dilution under different redemption scenarios. 
This is of critical importance since even seasoned investors would struggle to master all this 
information. 

 One of the questions raised in the proposal is the need for a financial advisor to advise on the 
proposed merger and/or an independent valuer to prepare an independent valuation report 
on the target. Our view is that instead of a hard coded requirement, this can be encouraged 
as a best practice guidance. Regardless of whether a financial advisor or an independent 
valuer is appointed, what is more important is that they are appointed by and answerable to 
the independent directors of the SPAC. Independent directors should have an enhanced 
governance role in SPACs and independent shareholders should have a greater say in their 
nomination and appointment.  

 Other considerations include time provided for shareholders to consider the transaction, and 
if a shareholder meeting is needed for shareholders to ask questions and to vote. We note 
that retail investors rarely participate in shareholder meetings or vote their proxies, but the 
stakes are a lot higher here than in the course of normal business.  

 In the event that the merger falls under the definition of an Interested Persons Transaction 
(“IPT”) as defined in Chapter 9 of the SGX Rule Books, SGX should clarify if and how IPT rules 
apply. 
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Stage 4: Post-merger listing 

 In the United States, some of the perceived attractions of a SPAC structure appear to have 
stemmed from lessened liability vis-a-via conventional IPOs and the ability to take advantage 
of safe harbour provisions for forward-looking statements. Recent guidance from the SEC 
suggests that such claims of regulatory arbitrage may be overstated or misleading, and they 
are intensifying scrutiny of SPAC transactions.5 

 The bottom line is that there should not be substantive differences for companies seeking a 
listing, whether via a SPAC, or a reverse takeover or a conventional IPO. In this regard the 
clarity of SGX’s intention to require the de-SPAC entity to meet initial listing requirements is 
welcomed. Once the merger is complete, the company becomes a normal listing company and 
is subject to normal listing rules. 

 

Conclusion 

We acknowledge the desire to add depth and diversity to the Singapore public markets while 
upholding a high level of corporate governance and investor protection. We believe SGX’s Proposal to 
introduce SPAC is well-thought out and we welcome the opportunity to discuss our observations and 
suggestions with SGX.  

Should you have any question about our positions, please do not hesitate to contact Mary Leung, CFA, 
at mary.leung@cfainstitute.org or Chan Fook Leong, CFA, at chan.fookleong@cfasocietysingapore.org. 

 

Yours faithfully, 

    

Mary Leung, CFA Chan Fook Leong, CFA 
Head, Advocacy, Asia Pacific 
CFA Institute 

Executive Director, Advocacy 
CFA Society Singapore 

 

 
5  Coates, J., “SPACs, IPOs and Liability Risk under the Securities Laws”, Securities and Exchange Commission, April 8, 2021, 

https://www.sec.gov/news/public-statement/spacs-ipos-liability-risk-under-securities-laws  


