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Bank Held Not Liable to Investors in 
Investment Dispute 
 

Introduction  
 

In the fallout from the Bernie Madoff Ponzi scheme, several investors launched claims to try and recoup their 

losses. In Singapore, a dispute between a bank and a group of investors recently saw the High Court find in 

favour of the bank, dismissing all claims against it. 

 

In Tradewaves Ltd and others v Standard Chartered Bank and another suit [2017] SGHC 93, the High Court had 

to consider, inter alia, whether the bank had breached any duty of care to the investment account holders in 

respect of the investment in the Madoff-related fund, whether its due diligence processes were adequate, and 

whether the bank was liable for misrepresentation.  

 

The relationship and obligations between a bank and customer has been the subject of much recent judicial 

attention. Here, the Court shed light on what measures a bank should take to fulfil its responsibilities to an 

investor. 

 

The bank was successfully represented here by Patrick Ang, Disa Sim, Paul Tan, Ang Siok Hoon, Jeremy Gan, 

Allen Ng and Derek On of Rajah & Tann Singapore LLP. 

 

Brief Facts 
 

The Plaintiffs were a group of investors who held certain investment accounts. These accounts were later 

acquired by the Defendant bank.  

 

Through these accounts, the Plaintiffs invested over US$9 million in Fairfield Sentry Limited (“Fairfield”), which in 

turn invested most of the funds into what turned out to be a Ponzi scheme perpetuated by Bernie Madoff. After 

Madoff confessed to the Ponzi scheme, Fairfield suspended all redemptions and was eventually wound up, and 

the Plaintiffs lost their investments.  

 

The Plaintiffs sought to recover their losses against the Defendant on a number of grounds, including: 

 

(i) That the Defendant had made misrepresentations that induced the Plaintiffs to invest in Fairfield; 

and 

(ii) That the Defendant had breached its duties of skill and care in failing to conduct adequate due 

diligence checks on Fairfield. 

 

Holding of the High Court 
 

The High Court dismissed the Plaintiffs’ claims against the Defendant, finding that they had failed to prove their 

case. 

 

https://www.linkedin.com/company/rajah-&-tann
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Misrepresentation 
 

The Court examined the alleged misrepresentations made by the Defendant and held that they were not in fact 

actionable.  

 

In most mis-selling cases, the investors’ losses were caused by the global financial crisis that followed the 

bursting of the asset bubble in 2008. However, the Plaintiffs’ losses here were caused by fraud on the part of 

Madoff. The Court thus highlighted that, in order to prove actionable misrepresentation, the Plaintiffs had to show 

that the Defendant had misled them as to the risk of loss due to managerial fraud rather than the risk due to 

market movements.  

 

The alleged misrepresentations here included the following: 

 

(i) That the investments were safe and stable with consistent good returns and low volatility – The 

Court held that the representation had nothing to do with the risk of loss due to managerial fraud, 

and would not mislead the Plaintiffs as to the risk of loss due to managerial fraud. 

(ii) That the investments were like fixed deposits or cash substitutes – The Plaintiffs, being experienced 

investors, would not have believed that Fairfield was akin to a fixed deposit. 

(iii) That the investments were like gold dust – The representation did not go towards managerial fraud, 

and was also a mere puff. 

(iv) That the Defendant had conducted due diligence on Fairfield – The representation on due diligence 

would not have referred to due diligence on managerial fraud. In any event, the Defendant had in 

fact conducted due diligence. 

 

Duty of care 

 

The Court held that the Defendant did not owe the Plaintiffs the standard of care of an auditor or other 

professional investigator.  The standard of care to which the Bank was held was that of a reasonably prudent 

private bank performing due diligence on a feeder fund.   

 

The Court found that the Defendant had not breached its duty of care to the Plaintiffs. The Plaintiffs failed to show 

that that the Defendant’s due diligence was inadequate, or that the Defendant would have discovered the fraud 

had it taken the steps alleged.  

 

The Defendant presented evidence that it had in fact conducted due diligence on Fairfield. 

 

(i) The Defendant had conducted initial due diligence on Fairfield by examining its Memorandum, 

audited financial statements and a due diligence questionnaire.  

(ii) It had also conducted on-going due diligence by monitoring Fairfield’s performance and returns, 

maintaining regular communication with the fund manager, and providing quarterly reports.  

 

The Plaintiffs alleged that the Defendant had not conducted basic quantitative performance analysis or adequate 

qualitative analysis, producing certain expert reports to support their contention. However, the Court found that 

the evidence of the Plaintiffs’ experts was not persuasive, and that the Plaintiffs had not discharged their burden 

of proof in showing breach of duty of care.  
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Concluding Words 

 

In recent years, the Singapore courts have had the occasion to consider the duty of a bank towards an investor. 

However, this case differs from most of the others, as the losses on the investments were caused by managerial 

fraud rather than the collapse of the financial product due to market risk.  

 

The decision looks at the duty of care that may arise when investment products are sold or recommended, the 

existence and scope of which depends on the relationship between the bank and the customer, such as the 

degree of responsibility taken on by the relationship managers. The Defendant in this case had established due 

diligence procedures in reviewing investment products, and this contributed towards the Court’s finding that the 

Defendant had not breached its duty of care.  

 

For further queries, please feel free to contact our team below. 
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Contacts 

   

     

 
 

Patrick Ang 

Deputy Managing Partner 
 
D +65 6232 0400 
F  +65 6428 2020 
patrick.ang@rajahtann.com 
 

 

 
 

Disa Sim 

Head, Appeals & Issues 
 
D +65 6232 0415 
F  +65 6225 9630 
disa.sim@rajahtann.com 
 

   

   
 

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 

 
ASEAN Economic Community Portal 

The launch of the ASEAN Economic Community (“AEC”) in December 2015, businesses looking to tap the opportunities 
presented by the integrated markets of the AEC can now get help a click away. Rajah & Tann Asia, United Overseas Bank and 
RSM Chio Lim Stone Forest, have teamed up to launch “Business in ASEAN”, a portal that provides companies with a single 
platform that helps businesses navigate the complexities of setting up operations in ASEAN. 
 
By tapping into the professional knowledge and resources of the three organisations through this portal, small- and medium-
sized enterprises across the 10-member economic grouping can equip themselves with the tools and know-how to navigate 
ASEAN’s business landscape. Of particular interest to businesses is the "Ask a Question" feature of the portal which enables 
companies to pose questions to the three organisations which have an extensive network in the region. The portal can be 
accessed at http://www.businessinasean.com. 

mailto:patrick.ang@rajahtann.com
mailto:disa.sim@rajahtann.com
mailto:eOASIS@rajahtann.com
http://www.businessinasean.com/
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Our Regional Contacts 

  

Rajah & Tann Singapore LLP 

T  +65 6535 3600   

F  +65 6225 9630 

sg.rajahtannasia.com 

 

Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

  

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

 

Rajah & Tann NK Legal Myanmar Company Limited 

T  +95 9 73040763 / +95 1 657902 / +95 1 657903 

F  +95 1 9665537 

mm.rajahtannasia.com 

  

 

Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 894 0377 to 79 / +632 894 4931 to 32 / +632 552 1977 

F  +632 552 1978 

www.cagatlaw.com 

  

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

 

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 

Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 8 3821 2382 / +84 8 3821 2673    

F  +84 8 3520 8206 

 

Hanoi Office 

T  +84 4 3267 6127    

F  +84 4 3267 6128 

www.rajahtannlct.com 

 

 

Rajah & Tann (Laos) Sole Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are 

independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms of 

engagement between the Member firm and the client. 
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Our Regional Presence 

 
 

Rajah & Tann Singapore LLP is one of the largest full service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, 
through international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, 
adapted, publicly displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as 
permitted herein) without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for 
your specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or e-mail Knowledge & Risk 
Management at eOASIS@rajahtann.com. 


