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The exemption covers only specified income from designated investments. The
designated investments list is set out in the regulations and expanded by successive
circulars. It includes stocks, shares, bonds and securities, derivatives, units in unit
trusts, deposits with financial institutions, foreign currency, certain loans and
physical commodities where connected with commodity derivatives. Private trust
units, real estate investment funds (added in 2024 with effect from 19 February
2022) and a long tail of further items complete it.1 Payment tokens are not on the
list. Neither Bitcoin nor Ether nor any pure payment or governance token is a
designated investment on 30 June 2026, and MAS has declined in several rounds of
consultation to add them.

The omission has three consequences. First, income from directly held payment
tokens is not exempt. A section 13U fund that sells Bitcoin at a profit, or receives
staking rewards on Ether, derives income from a non-designated investment and is
taxed on it if the income is revenue in nature. Second, the tokens do not count
towards the minimum asset test, because that test is measured by designated
investments held. A crypto fund with S$ 60 million of tokens and S$ 5 million of
cash deposits has S$ 5 million for the section 13U test and fails. Third, the fund may
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still argue that its gains on long-held tokens are capital, in which case no exemption
is needed. A fund by its nature is an uncomfortable claimant for capital treatment, so
the argument should not be the foundation of a structure.

The workarounds are well known and each has a cost. Exposure through derivatives
on tokens (futures, options, total return swaps) is exposure through designated
investments, because derivatives are on the list, so a fund that holds its crypto
exposure synthetically is within the exemption. Exposure through exchange-traded
products listed on a recognised exchange is exposure through securities. Exposure
through a Cayman or Swiss sub-fund whose units are themselves designated
investments converts the token income into fund distributions at the Singapore
level. The price is a second layer of costs and the section 10L analysis for the
Singapore entity (Chapter II of this Part). Security tokens that represent shares,
bonds or fund units are designated investments in their own right, so a tokenisation
fund is better placed than a trading fund.

Singapore perspective
A manager launching a Singapore digital-asset fund should divide the portfolio into
a designated-investment sleeve (tokenised securities, listed crypto ETPs, derivatives,
stablecoin deposits with licensed institutions where they qualify as deposits) and a
direct-token sleeve. The first sleeve carries the section 13O or 13U exemption and
counts towards the asset test. The second is taxed as a trader unless the fund can
show investment intent, which a fund with a redemption cycle and a performance
fee rarely can. Many managers accept 17 per cent on the second sleeve as the cost of
running a Singapore vehicle and recover it through the fee structure.

Notes

Income Tax (Exemption of Income of Prescribed Persons Arising from Funds
Managed by Fund Manager in Singapore) Regulations 2010, Schedule
(designated investments); MAS Circular FDD Cir 10/2024 of 1 October 2024
adding item (za) for real estate investment funds, as summarised in Deloitte
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Singapore, Tax Bytes, 3 October 2024, which records that no other designated
investment change was made. ↩

Disclaimer

This article is provided for general information only. It is based on publicly available sources as at its
date of publication. These sources have not been independently verified against licences, regulatory
registers or the records of the entities concerned. It is not legal, tax, financial or investment advice.
Nor is it a recommendation to invest in, transact with or use the services of any entity mentioned.
Law and regulation change frequently, so the content may be incomplete or outdated. To the fullest
extent permitted by law, Dr Alexander Ressos and the publisher of SingaporeIQ exclude all liability
for loss or damage arising from the use of or reliance on this article. Readers should obtain advice on
their specific circumstances before acting or refraining from action.

Names and trademarks of the entities discussed belong to their owners and are used for identification
only. Their mention implies no endorsement, affiliation or allegation of wrongdoing. All Singapore
law advice is provided by a duly licensed and regulated firm of Singapore advocates and solicitors
only  on  the  basis  of  an  express  written  letter  of  engagement.  Corrections  and  updates:
contact@ressos.com.
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(SingaporeIQ.com). Reproduction in full and any commercial use require prior written consent. The
Legal Terms at https://singaporeiq.com/legal-terms apply.
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