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MAS Relaxes Its Policy On The 
Internationalisation Of The Singapore 
Dollar 

On 6 December 2000, MAS issued a revised MAS Notice to Banks No 
757, which sets out the MAS policy on the Internalisation of the Singapore 
Dollar ('$S'). This Update looks at the liberalisation measures introduced. 

 

 

Overview 
The Monetary Authority of 
Singapore (the 'MAS') has a well 
established policy against the 
internationalisation of the 
Singapore Dollar.  This was 
originally set out in MAS Notice to 
Banks No 621 ('MAS 621').  MAS 
621 was replaced on 13 August 
1998 with MAS Notice to Banks 
No 757 ('MAS 757').  MAS 757 
relaxed the rules relating to the 
internationalisation of the 
Singapore Dollar ('S$') somewhat.  
On 26 November 1999, MAS 
repealed and replaced MAS 757 
with a new MAS Notice to Banks 
No 757 which further relaxed the 
rules relating to the 
internationalisation of the 
Singapore Dollar.    

Now MAS has taken another bold 
step by relaxing its rules so as to 
encourage international investors 
and financial institutions to 
participate in Singapore's capital 
markets.  To this end, MAS has 
issued a revised MAS Notice to 
Banks No 757, dated 6 December 
2000 (the 'revised MAS 757').   
Notices equivalent to the revised 
MAS 757 have also been issued 
to merchant banks (MAS Notice to 
Merchant Banks No 1105, dated 6 
December 2000), securities 
dealers (MAS Notice to Dealers 
No 1201, dated 6 December 
2000) and finance companies 
(MAS Notice to Finance 
Companies No 816, dated 6 

December 2000).  

This update looks at MAS policy 
on the internalisation of the S$, 
the rationale for allowing greater 
liberlisation now, and the changes 
introduced by the revised MAS 
757. 

Key Changes In 
Summary 
The latest round of liberalisation 
measures allow banks to engage 
in the following activities:  

• lend S$ to non-residents for 
any purpose, including 
investments in financial 
assets and real estate in 
Singapore;  

• extend S$ credit facilities to 
non-residents to fund offshore 
activities, as long as the S$ 
proceeds are swapped into 
foreign currency upon draw-
down;  

• transact with other banks and 
financial institutions in 
Singapore in relation to a 
greater range of products;  

• offer a wider range of financial 
derivatives to non-residents; 
and 

• wider range of bond market 
activities. 
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Rationale For Changes 
MAS has always made it clear 
that its policy is not to encourage 
the internationalisation of the 
Singapore Dollar.  This policy has 
not changed and was reiterated 
when the present changes were 
announced.   The rational for this 
policy was based in MAS' use of 
the exchange rate as the principal 
tool of monetary policy.  To this 
end, in order to reduce the 
volatility in the S$ exchange rate, 
MAS sought to restrict the 
participation in S$ market by 
foreign investors.    

However, as the S$ capital 
markets have deepened and 
developed over the years,  MAS 
now no longer sees restriction of 
foreign investors as a primary 
objective.   This, coupled with the 
desire to promote further growth 
in capital markets by encouraging 
greater foreign participation, was 
the impetus for the recent 
liberalisation measures which saw 
the removal of major regulatory 
hurdles to foreign investors in the 
S$ capital market.   

The policy of using the exchange 
rate as a tool of monetary policy, 
ie, to control inflation, however, 
still remains.  Thus certain 
restrictions seen as 'critical 
safeguards' remain.  The 
restrictions reflect MAS' present 
objective of limiting borrowing of 
S$ by non-residents for currency 
speculation, and discouraging the 
development of an offshore S$ 
market. 

Lending S$ To Non-
Residents For 
Investments In 
Financial Assets And 
Real Estate In 
Singapore 

Banks can now lend S$ to non-
residents for any purpose as long 
as the aggregate S$ credit 
facilities do not exceed S$5 

million per entity (each subsidiary 
being considered a separate 
entity for this purpose). Thus 
foreigners can now borrow S$ to 
invest in Singapore stock, bonds 
and property, something they 
could not do before. Previously, 
foreigners had to buy, not borrow, 
S$ in order to invest in such 
assets by swapping foreign 
currencies for S$ for their 
investments, exposing them to 
foreign exchange risks.    

In relation to investments in 
property, however, foreigners are 
still restricted from obtaining S$ 
loans to buy residential homes.  
The restrictions, contained in MAS 
Directive on Housing Loans dated 
15 May 1996 and which still 
applies, were part of measures 
introduced to reduce speculation 
in the property market. 

Extending S$ Credit 
Facilities To Non-
Residents To Fund 
Offshore Activities 
Banks new found freedom to 
extend S$ credit facilities to non-
residents includes lending money 
to fund activities overseas subject 
of course to the S$5 million per 
entity restriction.  In addition, the 
following two restrictions apply to 
such credit facilities:   

• the proceeds must be 
swapped into foreign currency 
upon draw-down; and  

• banks cannot convert the S$ 
proceeds into foreign currency 
via the spot or forward market 
since this will impact on the 
exchange rate and undermine 
the basic rationale of the non-
internationalisation policy. 

Transactions With 
Other Banks And 
Financial Institutions 
In Singapore 
Previously, Singapore residents 
were defined for the purposes of 
the MAS 757 as follows:  

• Singapore citizens;  

• individuals who are Singapore 
tax-residents (this would 
include persons who are 
physically present or are 
engaged in employment in 
Singapore for 183 days or 
more  in the year preceding 
any particular year of 
assessment); and  

• companies, whether 
incorporated in Singapore or 
overseas, which are jointly-
owned or majority-owned by 
Singapore citizens.  

The definition of 'Singapore 
residents' has been enlarged to 
include financial institutions in 
Singapore that are governed 
under revised MAS Notice 757 or 
its equivalent.  As noted above, 
notices equivalent to revised MAS 
Notice 757 has been issued to 
merchant banks, finance 
companies, and security dealers.    

With the above changes, foreign 
securities intermediaries in 
Singapore can now freely obtain 
S$ funding to finance their capital 
market activities. Previously, 
foreign securities intermediaries 
had been considered non-
residents, and therefore had 
limited access to S$ funding.  

Banks can now freely transact in 
S$ currency options with other 
banks and financial institutions in 
Singapore that are regulated 
under revised MAS Notice 757 or 
its equivalent, subject to reporting 
requirements.   This move should 
facilitate the use of currency 
options for hedging, and offer 
opportunity for growth in the 
treasury industry.  
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For other non-residents in and 
outside Singapore, banks may 
transact in S$ currency options 
with them, provided that the 
option transaction is supported by 
underlying economic and financial 
activities in Singapore. 

Offering A Wider 
Range Of Financial 
Derivatives 
Banks can now offer S$ derivative 
products to foreigners for hedging 
equity and interest rate exposure, 
in addition to exchange rate 
exposure.  Thus banks may now 
transact with non-residents in S$ 
equity derivatives such as equity 
warrants, equity futures and 
equity index futures.    

Foreigners can also trade in S$ 
derivatives such as options, 
futures, forward rate agreements.  

Reporting requirements have also 
been made easier for banks.  In 
this respect, banks no longer have 
to provide details of each S$ 
interest rate derivative transaction 
exceeding S$5 million with non-
residents outside Singapore. 
Banks need only report the 
aggregate nominal amount of 
such transactions with non-
residents outside Singapore on a 
monthly basis. 

Engaging In Wider 
Range Of Bond Market 
Transactions 
The changes also encourage the 
bond market in that banks can 
now arrange S$ bond issues for 
non-residents even if the 
proceeds from the issue are not 
used for specified economic 
purposes in Singapore, as 
required previously.   In fact, S$ 
proceeds from the issuance need 
not be utilised in Singapore at all.  
Where the S$ proceeds are 
utilised overseas, however, they 
must be swapped or converted 
into foreign currency upon draw-
down by the issuer.    

Banks are still required to notify 
the MAS of any S$ bond issues 
prior to the proposed launch of the 
issue. 

Singapore Dollar 
Securities Borrowing 
And Lending 

Banks may lend in any amount 
S$-denominated securities to non-
residents as long as the loan is 
fully collateralised with S$ cash or 
other S$ assets. 

Conclusion 
The new measures reflect MAS' 
intention to woo more 
international investors and 
securities intermediaries to 
participate in and contribute 
significantly to the growth of 
Singapore's financial markets.  As 
Mr Koh Yong Guan, MAS 
Managing Director put it: 'With 
greater participation by 
international financial players, we 
can expect the S$ capital markets 
to grow in size, liquidity and 
sophistication.'  

The latest round of liberalisation 
measures, which remove 
significant regulatory hurdles to 
foreign participation, would no 
doubt aid the move to make 
Singapore a truly major 
international financial centre.   

If you would like to know more 
about the changes that were 
introduced in the last round of 
liberalisation, ie, 26 November 
1999, please see eOASIS at 
www.rajahandtann.com.sg under 
the Legal Business module, 
Banking category.  You may wish 
to note that this memorandum is 
available to subscribers only and 
you may subscribe to eOASIS by 
clicking on the 'Subscribe' button. 

 

 

 
 
The information contained in this Update is correct to the best of our knowledge and belief at the time of writing.  The 
contents of the above are 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 the information above may not necessarily suit your 
specific business and operational requirements.  It is to your advantage to seek specific legal advice for your specific 
situation.  In this regard, you may call the lawyer you normally deal with in Rajah & Tann or e-mail the Knowledge & Risk 
Management Group at eOASIS@rajahtann.com. 
 

 

Rajah & Tann is one of the largest law firms in Singapore.  It is a full service firm and given its alliances, including US premier 
firm Weil, Gotshal & Manges, is able to tap into resources in a number of countries. 
Rajah & Tann is firmly committed to the provision of high quality legal services.  It places strong emphasis on promptness, 
accessibility and reliability in dealings with clients.  At the same time, the firm strives towards a practical yet creative approach in 
dealing with business and commercial problems. 


