
 

 

 
 

      June 2, 2010 
 
Via Electronic Mail:  fmccp@mas.gov.sg 
 
Investment Intermediaries Department 
Monetary Authority of Singapore 
10 Shenton Way 
MAS Building 
Singapore 079117 
 
Re: Consultation Paper for the Review of the Regulatory Regime for Fund 

Management Companies and Exempt Financial Intermediaries (“Paper”) 

Dear Sir: 

Managed Funds Association (“MFA”)1 appreciates the opportunity to comment on the above 
captioned matter.  MFA supports the Monetary Authority of Singapore’s (“MAS”) efforts to 
foster long-term growth of the fund management industry in Singapore.  To that end, MFA 
respectfully suggests that some clarifications and revisions to certain aspects of the Paper, as 
discussed in greater detail below, will assist MAS in these efforts.  Please see below our 
comments and suggestions on the Paper. 

MFA Comments and Recommendations 

(1) Scope of Activities and Conduct of Fund Management 

MFA’s members are generally U.S.-based investment advisers that have discretionary 
investment authority with respect to their client’s assets (each, a “Primary Manager”).  
In addition, a number of MFA’s members have affiliates and/or have established 
offices in Singapore (each, a “Singapore Entity”), and in many instances, such 
Singapore Entities confine their activities in Singapore to conducting research or 
providing analyses for the Primary Manager or its affiliates or providing related back 
office services. 

As a result, we raise the question of whether such activities might constitute the 
conduct of fund management activities2, and thus, require compliance with the 
proposals set out in the Paper. 

In this regard, we note that the Paper contemplates that an office that confines its 
activities primarily to the provision of research to a related corporation can rely on 
Regulation 27(1)(b) of the Financial Adviser Regulations (“FAR”), and thus, would 

                                                 
1 MFA is the voice of the global alternative investment industry.  Our members include professionals in 
hedge funds, funds of funds and managed futures funds.  Established in 1991, MFA is the primary 
source of information for policymakers and the media and the leading advocate for sound business 
practices and industry growth.  MFA members represent the vast majority of the largest hedge fund 
groups in the world who manage a substantial portion of the approximately $2 trillion invested in 
absolute return strategies.  MFA is headquartered in Washington, D.C., with an office in New York. 

2 See Paper, Paragraph 1.1 of Section A (p.3). 
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not require such Singapore Entity to lodge any filings or comply with the new 
proposals set forth in the Paper.3  MFA welcomes this clarification. 

Clarifications 

(a) MFA’s members have informed us that typically their Singapore Entities 
provide back office services that may include, for example, booking of trades, 
trade reconciliation, facilitating wire payments, including payments for 
margin calls and brokerage fees, and verification of valuations. 

Generally, the activities of such Singapore Entities do not include making 
decisions on investments in Singapore or executing of trades in Singapore.  

We seek clarification that where the activities of a Singapore Entity of a 
Primary Manager consist of conducting research, providing analyses and/or 
back office services (which we understand to be unregulated activity under 
Singapore law), the exemption under the FAR continues to be available to 
such Singapore Entities. 

(b) We note that the Paper provides that if a Singapore adviser is expressly 
named in an offering memorandum, such adviser may be deemed to be a fund 
manager.4 

However, it is common for a fund manager to indicate all its overseas 
affiliates and the offices maintained by the group in offering memoranda and 
marketing materials as well as its senior employees.  If the memoranda or 
marketing materials clearly indicate that the Singapore Entity of a fund 
manager is providing information and/or advice only to the Primary Manager, 
and not the investment fund, we believe that this disclosure should not result 
in the MAS deeming the Singapore Entity to be the manager of the fund.  
Therefore, we seek clarification from the MAS that where there is a clear 
statement that the Singapore Entity advises only the Primary Manager, such 
Singapore Entity would not be deemed to be a fund manager even if the 
Singapore Entity or any of its employees are named in offering memoranda. 

(2) Computation of Assets under Management (“AUM”) 

We note the licensing requirement imposed on fund managers whose AUM exceeds 
S$250m.  In this regard, the Paper provides that the following comprise the AUM of a 
fund management company (“FMC”): 

(a) funds contracted with the FMC and under its discretionary management 
(including funds from related corporations); 

(b) funds contracted with the FMC and under its advisory services (including 
funds from related corporations); and 

(c) funds contracted with the FMC, but managed by another corporation 
(including related corporations).5 

                                                 
3 Paper, Paragraph 2 of Section B (p.19). 

4 Paper, Paragraphs 2.2 and 2.4 of Section B (p.19). 
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(i) Recommendation 

The U.S. securities laws and the laws of other jurisdictions generally consider 
AUM to include only the assets over which an entity exercises investment 
discretion.6  MFA respects the authority of the MAS to separately define 
AUM for purposes of Singapore law; however, in the MAS’s effort to foster 
the growth of the Singapore fund management industry and “keep pace with 
industry and regulatory developments globally”,7 we recommend that the 
MAS consider conforming its definition of AUM to that established in other 
markets. 

(ii) Clarifications 

(a) We would be grateful if the MAS could clarify the reference to 
“related corporations” in the Paper8.  We assume this reference 
applies only to instances where there is a specific allocation of funds 
to a Singapore Entity by way of a delegation of management by the 
Primary Manager.  We seek clarification that the funds managed by 
the Primary Manager that are not otherwise delegated to a Singapore 
Entity need not be included in the computation of the AUM of the 
Singapore Entity. 

(b) We seek clarification on the reference to “funds contracted under 
advisory services” in the Paper.9  Typically, for MFA’s members, 
there is no specific amount of money allocated to a Singapore Entity 
providing advisory services.  Rather, members’ Singapore Entity 
would make a recommendation and the Primary Manager would 
independently decide whether to act on such a recommendation.  In 
such case, the Singapore Entity generally would not have any 
authority or discretion to enter into an investment contract on behalf 
of the Primary Manager.  Under these circumstances, it is extremely 
difficult to compute an AUM for the Singapore Entity.   

In addition, the research services provided by the Singapore Entity 
may be only one source of information for the Primary Manager.  

                                                                                                                                            
5 Paper, Paragraph 2.1 of Section A, footnote 5 (p. 4). 

6 See e.g., U.S. Investment Advisers Act of 1940, as amended, defines assets under management as “the 
securities portfolios with respect to which an investment adviser provides continuous and regular 
supervisory or management services”; U.K. Financial Services and Markets Act 2000, as amended, 
Schedule 2, regulates “managing, or offering or agreeing to manage, assets belonging to another person 
where . . . the arrangements for their management are such that the assets may consist of or include 
investments at the discretion of the person managing or offering or agreeing to manage them.”; Hong 
Kong Securities and Futures Ordinance of 2003, as amended, Schedule 5, regulates “asset 
management” activities, which includes (a) real estate investment scheme management; or (b) 
securities or futures contracts management (i.e., “in relation to a person, means providing a service of 
managing a portfolio of securities or futures contracts for another person by the person” subject to 
certain exclusions). 

7 Monetary Authority of Singapore, Press Release, MAS Invites Comments on Proposed Enhancements 

to the Regulatory Regime for Fund Management Companies and Exempt Financial Intermediaries, 27 
April 2010. 

8 Paper, Paragraph 2.1 of Section A, footnote 5 (p. 4). 

9 Id. 
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During periodic discussions with the Singapore Entity's 
representatives, such representatives may raise and discuss a 
significant number of prospective investments with the Primary 
Manager, and the Singapore Entity may provide varying levels of 
input on these investments.  However, the Primary Manager’s 
portfolio managers in the U.S. may also obtain research and advice 
from other internal and external sources.  As a result, the Primary 
Manager may make an investment for reasons unrelated to the 
recommendations from the Singapore Entity.  In practice, it is almost 
impossible to sensibly track all investments that the Primary Manager 
might have discussed with the Singapore Entity's representatives.  
We seek clarification on how such a Singapore Entity might be able 
to compute assets with respect to the advisory services it provides.   

  (3) Competency Requirements 

We note that the Paper would require all fund managers to employ two (2) full-time 
individuals with at least five (5) years of relevant experience who reside in 
Singapore.10 

(i) Clarification 

We seek clarification on the residency requirement.  To the extent that the 
MAS requires such individuals to be Singapore citizens or permanent 
residents, the residency requirements would be too burdensome and difficult, 
such that certain MFA members and other Primary Managers would be 
unable to comply with the requirement.  We would appreciate clarification 
that an individual who works in Singapore and holds an employment pass 
issued by the Singapore authorities satisfies this residency requirement.  In 
addition, we seek confirmation that there is no requirement that a fund 
manager must employ Singapore citizens or permanent residents. 

(ii) Recommendation 

MFA believes that Singapore Entities that do not have discretionary authority 
have a vastly different risk profile from Primary Managers with discretionary 
authority.  In addition, MFA’s members have informed us that their 
Singapore Entities generally do not hold client monies or assets, and 
therefore, the risk of fraud is minimal.  As a result, MFA believes that such 
Singapore Entities should be governed by separate criteria.  MFA believes 
that the requirement for two (2) representatives with relevant experience may 
be unnecessary.  We propose that the MAS modify the two (2) representative 
requirement to allow a second representative to be resident outside of 
Singapore.   

(4) Capital Requirements 

We note that the MAS proposes to impose risk-based capital requirements for fund 
managers. 

                                                 
10 Paper, Paragraph 3.2 of Section A (pp.7-8). 
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MFA believes that the risk-based capital requirements are too onerous and complex, 
especially for a Singapore Entity that does not hold client assets or monies.  Instead, 
MFA believes that a requirement to hold a minimum stated amount of liquid funds 
might be sufficient given a Singapore Entity’s risk profile.  We believe this modified 
requirement would be attractive to foreign fund managers seeking to establish an 
Asian office that provides services similar to those of Singapore Entities. 

(5) Trading for Affiliates 

 
MFA understands that Singapore law does not permit trade execution by a Singapore 
Entity for a Primary Manager or its affiliates, unless such trade execution is incidental 
to the fund management activity of the Singapore Entity.  As explained in 1(a) above, 
we believe that MFA members do not currently use their Singapore Entities to 
execute trades.  Nevertheless, MFA views the Singapore Entity of a Primary Manager 
as such manager’s representative in Asia, and since such Singapore Entities are 
located in Asian time zones, it is a logical extension for such Singapore Entities to 
execute trade instructions that it holds overnight.  As explained in paragraph 2(ii)(b) 
above, not all of a Primary Manager’s trades result from the advice of the Singapore 
Entity, and it can sometimes be difficult to determine if an investment made by the 
Primary Manager does indeed relate to advice provided by the Singapore Entity.  The 
ambiguity of the legal position on this point is of difficulty for us and other foreign 
managers generally.  MFA believes that the MAS should eliminate the trade 
execution restriction, and should create an exception for trades executed by a 
Singapore Entity solely on behalf of a Primary Manager or affiliated group entities. 

Conclusion 

MFA appreciates the opportunity to provide comments to the Paper.  We support the efforts 
of the MAS to foster long-term growth of the fund management industry in Singapore.  
Notwithstanding our general support of the Paper, however, we believe that the proposed 
clarifications and revisions discussed above will assist MAS in these efforts.     

Thank you for considering our comments.  MFA would be pleased to engage further with the 
MAS or its staff to discuss our comments or suggestions.  Please do not hesitate to contact 
Carlotta King or the undersigned at (202) 367-1140 if you have any questions or require any 
clarification on these comments.   

 
Respectfully submitted, 

 
      /s/ John G. Gaine 
 
      John G. Gaine 

Emeritus & Special Counsel, International 
Affairs 

 
 

/s/ Stuart J. Kaswell 
 
      Stuart J. Kaswell 

Executive Vice President & Managing 
Director, General Counsel 


