ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (g) : Financial Services

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

	Operational Requirements


	Banking: 

On 21 June 2000, Singapore announced new rules to separate financial and non-financial activities of non-banking groups. The separation of non-financial activities from the banking groups and the unwinding of cross-shareholdings are aimed at limiting the risks of contagion to the banks, enhancing market discipline, increasing transparency and ensuring that bank management focuses its attention on the core business of banking.

http://www.mas.gov.sg/newsarchive/000521-c.html
On 19 June 2000, MAS announced its policy on Internet Banking. Internet banking, including Internet-only banks (IOBs), will operate within the same prudential framework as traditional banking. MAS' admission criteria for new license applicants, and its regulatory and supervisory approach, will apply across the board.

http://www.mas.gov.sg/newsarchive/000719b-c.html
On 19 September 2000, MAS announced changes lowering the capital adequacy ratio of Singapore-incorporated banks. MAS may however, on a supervisory basis, require individual banks to maintain higher capital than the regulatory minimum when necessary, in line with the move away from a 'one size fits all' approach to one that is risk-focused and institution specific.

http://www.mas.gov.sg/newsarchive/000719-c.html
Bonds:

On 02 May 2000, MAS introduced three initiatives to further boost the growth of the Singapore Government Securities (SGS) market. They include boosting the repo market, building larger benchmark issue sizes and improving price transparency.

http://www.mas.gov.sg/newsarchive/000502-c.html
Securities:

Deregulation of brokerage commissions was announced in 1 Dec 1999 with minimum rates for trades below S$150,000 being reduced to 75 basis points from 1 Jan 2000. Trades above S$150,000 have been fully negotiable since 1 Jan 2000. This minimum will be totally removed from 1 Oct 2000 for trades of all sizes, and commission rates completely liberalised from that time.

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

http://www.mas.gov.sg/
For any queries, please contact the International Relations Department of MAS.
	Bonds:

MAS is looking into facilitating the introduction of online bond (e-bond) trading in Singapore in order to deepen and strengthen Singapore's debt market. MAS will look into establishing an appropriate regulatory regime for the setting up of cyber bond exchanges in Singapore.

Insurance:

MAS has accepted the recommendations of the Committee on the Efficient Distribution of Life Insurance on the following items:

- disclosure of distribution costs and charges and expenses;

- needs based sales process; and

- training and competence requirements.

http://www.mas.gov.sg/newsarchive/singfinsec/cedlireport-c.html
It is working with industry to design and implement a risk-based capital adequacy system for life and general insurance operations. MAS is also reviewing the investment limit policy for all insurers and certification of loss reserves for general insurance. In addition, it is designating a regulatory framework for Protected Cell Company for captives.



	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), Monetary Authority of Singapore (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. In addition  to prudential considerations , MAS took into account their commitments and plans in Singapore, the Singapore office's responsibility for managing Asia Pacific or global activities, the extent of innovative activities and the  commitment to upgrade talent and develop core competencies in Singapore

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

On 17 March 2000, MAS in line with its liberalisation of the Insurance Industry, will lift the closed-door policy on direct insurers with immediate effect. MAS will also lift the 49% foreign shareholding limit in locally owned direct insurers. MAS will adopt an open admission policy for new professional insurance brokers and independent financial advisors, subject to applicants meeting MAS' admission criteria.

http://www.mas.gov.sg/newsarchive/sp_20000317-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 

- 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.

- 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 

- 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

- 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

- 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

- track record

Admission Criteria for captives are:

- 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

- 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. 

Insurance:

On 17 March 2000, MAS lifted its 49% foreign shareholding limit in locally owned direct insurers with immediate effect. Please see the above cell.


	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.
	Banking:

Applications for two more Qualifying Full Bank Licences and additional Qualifying Offshore Bank Licences will re-open in 2001.

	Discriminatory Treatment/
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