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 17 June 2004, the Monetary Authority of Singapore (MAS) announced further steps to liberalise the banking industry.  These measures include:

(i) From 1 January 2005, banks with Qualifying Full Bank (QFB) licence will be permitted to establish up to 25 service locations from the existing 15.  The 25 locations can either be brick-and-mortar branches or offsite ATM locations.  

(ii) MAS is prepared to grant a limited number of new Wholesale Bank (WB) licences to applicants that meet our admission requirements
(iii) QFBs will be allowed to negotiate with the local banks on a commercial basis to let their credit card holders obtain cash advances through the local banks' ATM networks
(http://www.mas.gov.sg/masmcm/bin/pt1Financial_Sector_Liberalisation_and_Growth.htm )
MAS released details of changes to the capital adequacy requirements for Singapore-incorporated banks on 30 June 2004.  Tier 1 capital adequacy ratio (CAR) requirement has been lowered from 8% to 7%, and the Total CAR requirement from 12% to 10%. 

(http://www.mas.gov.sg/masmcm/bin/pt1Changes_to_the_Capital_Adequacy_Requirements.htm)

MAS has also further liberalised its policy of non-internationalisation of the S$, which is now referred to as “Lending of S$ to non-resident financial institutions” as of 27 May 2004.  Non-resident, non-financial issuers of S$ bonds and equities will no longer be required to swap or convert their S$ proceeds into foreign currencies before remitting abroad.  Non-resident, financial issuers of bonds and equities will still have to do so.  In addition, MAS will exempt from the restrictions under the policy, any extension of temporary overdrafts of S$ vostro accounts to prevent settlement failures.

(http://www.mas.gov.sg/masmcm/bin/pt1Prospering_in_Asia.htm)

Insurance

MAS announced the new risk-based capital (RBC) framework for insurers in Singapore on 25 August 2004.  The RBC framework aims to put in place a more transparent and risk-focused capital and valuation basis that reflects all major financial risks of insurers.  It was developed in close consultation with insurance practitioners and the actuarial and accounting professions. 

(http://www.mas.gov.sg/masmcm/bin/pt1MAS_Implements_New_Risk_Based_Capital_Framework.htm)

	For information on the MAS Act, regulatory requirements of banking, insurance, securities, futures and fund management, please refer to the MAS website (http://www.mas.gov.sg )

For any queries, please contact the External Department of MAS.


	

	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 upgraded 8 Offshore Banks to Wholesale Banks on 8 May 2003.  This completes the major part of the second phase of the banking liberalisation programme which was announced on 29 June 2001.  


	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 -10% capital adequacy ratio, comprising of at least 7% Tier 1 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 insurance centre.

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.


	

	Foreign Entry


	Banking 

Please see the cell above which includes foreign entry. 

Securities

Under the the SFA, foreign funds may now be offered directly to the public instead of only through feeder funds.

(http://www.mas.gov.sg/display.cfm?id=B80562FE-4002-46D9-B733AF9F7D47D42A)


	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.  


	Banking

MAS will progressively award Wholesale Bank privileges to the remaining Offshore Banks, as well as to reputable new foreign bank entrants into the Singapore market.  



	Discriminatory Treatment/

MFN


	
	
	


