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Three recurring errors deserve a warning. The first is the belief that calling an
arrangement "custody" makes it a trust. It does not. The word describes a service.
The terms decide whether the service is performed as trustee or as debtor. The
second is the belief that a trust protects against operational loss. It does not. A trust
protects against the custodian's insolvency and against the custodian's creditors, but
a hacked omnibus wallet is a loss shared by the beneficiaries. The third is the belief
that the MAS rules have made private-law analysis unnecessary. They have not. A
regulatory duty to hold on trust is enforced by MAS against the licensee. The
customer's proprietary claim is enforced by the customer against the liquidator and
depends on the trust having been validly declared and administered.

The opposing view, held by some insolvency practitioners, is that mandatory
customer trusts make rescue harder. Trust assets cannot be used to fund a
restructuring. The pro rata allocation of a shortfall across tens of thousands of
customers consumes the estate in administrative cost. Both points are true. The
answer given by the regulator, and in my view the right one, is that customer assets
were never the platform's to use and that a restructuring funded by them is a
transfer from customers to shareholders and creditors. Zipmex and Hodlnaut
showed what the alternative looks like (Chapter V).
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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Law and regulation change frequently, so the content may be incomplete or outdated.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.

©  2026  Dr  Alexander  Ressos.  This  article  may  be  quoted  with  attribution  to  SingaporeIQ
(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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