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Regulators use "regulatory arbitrage" as an accusation. Founders use it as a strategy.
Both are describing the act of choosing where to be regulated. The phrase hides the
only question that matters: whether the chosen jurisdiction's rules apply to the
business in fact. In its legitimate sense, arbitrage means selecting the jurisdiction
whose law fits the business, establishing the business there with the substance the
law requires and accepting that jurisdiction's supervision in full. Every multinational
does this. Switzerland and Singapore have built their financial centres on being
chosen. Neither penalises a firm for preferring Zug's foundation law or Singapore's
fund incentives over a competitor's. In its illegitimate sense, arbitrage means
locating a letter-box in a jurisdiction whose rules are light while running the
business, serving the customers and taking the decisions somewhere else, so that
neither jurisdiction supervises what actually happens. That is what FINMA and
MAS penalise. The line between the two senses is substance.1

The distinction matters because the digital-asset industry has a short history of the
illegitimate kind. Exchanges registered in Seychelles operated from Hong Kong.
Lenders held Singapore companies and ran operations with no Singapore presence.
Token issuers used Swiss associations whose only Swiss activity was a notary's
signature. Offshore-only providers sat in Singapore offices serving everyone except
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Singaporeans. Each prompted a regulatory response. The DTSP regime of 30 June
2025 is Singapore's answer to the last. FINMA's enforcement against unlicensed
firms and its public warnings are Switzerland's answer to the others. This chapter
sets out what both regulators penalise, what substance means in law, how far each
jurisdiction's rules reach across borders, and finally a decision matrix for ten
business models that applies the lessons of the whole part.

Notes

The point is made in the regulators' own words. MAS, Response to feedback
received on proposed regulatory approach for digital token service providers
under FSMA, 30 May 2025, explaining that it would not license providers
whose activity has no substantial nexus with Singapore beyond a registered
office. FINMA, Annual Report 2023, section on fintech supervision,
describing enforcement against entities that used a Swiss address to suggest
Swiss supervision while operating abroad. ↩
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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
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