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MAS Consults on Proposed Regulatory 
Approach for Derivatives Contracts on 
Payment Tokens 

Introduction  
 

On 20 November 2019, the Monetary Authority of Singapore (“MAS”) issued the “Consultation Paper 
on Proposed Regulatory Approach for Derivatives Contracts on Payment Tokens” proposing to regulate 
payment token derivatives offered by an approved exchange in Singapore (“Approved Exchange”). 
The consultation closes on 20 December 2019. 
 
Currently, payment tokens derivatives, like those referencing Bitcoin and Ether, are not regulated under 
the Securities and Futures Act (“SFA”). In response to feedback for payment token derivatives regulated 
under the SFA to be made available to investors in Singapore, MAS issued the current consultation 
paper to seek feedback on its proposed regulatory approach for payment token derivatives. 
 

What are the payment token derivatives regulated under the SFA? 
 
MAS intends to only regulate payment token derivatives that are offered by an Approved Exchange 
(“Payment Token Derivatives”) under the SFA. Currently, there are four Approved Exchanges in 
Singapore, namely, Asia Pacific Exchange Pte. Ltd., ICE Futures Singapore Pte. Ltd., Singapore 
Exchange Derivatives Trading Limited (SGX-DT) and Singapore Exchange Securities Trading Limited 
(SGX-ST). The proposed definition of “payment token” under the SFA is set out in Annex B to the 
consultation paper. 
 
MAS will consider the issue of regulating Payment Token Derivatives offered by other types of entities 
at an appropriate stage, taking into account the industry’s general readiness to meet MAS’ standards 
and the systemic risks that they pose.  
 
What are the safeguards for retail investors? 
 
In general, MAS is of the view that Payment Token Derivatives are not suitable for most retail investors 
to trade. This is because the underlying payment tokens tend to exhibit high volatility and are intrinsically 
difficult to value. Therefore, MAS will introduce a number of proposed measures for retail investors who 
trade in Payment Token Derivatives offered or distributed by financial institutions  regulated by MAS 
(“FIs”). For example, it is proposed that FIs will be required to collect from retail investors 1.5 times the 
standard amount of margin required for contracts offered by Approved Exchanges (“1.5x margin 
requirement”), subject to a floor of 50%. The consultation paper contains illustrative examples of 
margins (in % and $) proposed to be collected from retail investors. The 1.5x margin requirement applies 
to both listed and over-the-counter Payment Token Derivatives. The margin requirement will be 
supplemented with other measures such as tailored risk warnings and restrictions on advertising. These 
proposed measures also serve to discourage retail investors from trading in these highly risky products. 
MAS proposes to put in place these measures by 30 June 2020. 
 

https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/2019-Payment-Token-Derivatives/Consultation-Paper-on-Proposed-Regulatory-Approach-for-Derivatives-Contracts-on-Payment-Tokens.pdf
https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/2019-Payment-Token-Derivatives/Consultation-Paper-on-Proposed-Regulatory-Approach-for-Derivatives-Contracts-on-Payment-Tokens.pdf
https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/2019-Payment-Token-Derivatives/Annex-B.pdf
https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/2019-Payment-Token-Derivatives/Annex-B.pdf
https://www.linkedin.com/company/rajah-&-tann
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The measures that will be introduced for retail investors will also be extended to cover products like 
debentures that are based on payment tokens, and MAS strongly encourages prospective issuers of 
such products to engage it in advance on this matter. 
 

For further enquiries or discussion on the above matters, please do not hesitate to contact our team 

below. 
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Rajah & Tann NK Legal Myanmar Company Limited 
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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 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

 

 

Rajah & Tann (Laos) Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 
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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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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, the 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. 


