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Choosing the right licence

The reforms after 1998 created the licence structure that foreign banks still navigate.
A foreign bank that wishes to serve retail customers must hold a full bank licence.
Since 1999 new access of this kind has run through the Qualifying Full Bank
category. MAS expects banks that become important to the domestic market to
incorporate their retail operations locally. A bank that serves corporate, institutional
and private banking clients will usually need only a wholesale bank licence, because
its clients do not need branches or Singapore dollar retail deposits. Credit Suisse, for
example, received wholesale privileges in the second phase of 2001.

Controls on ownership

The thresholds of 5, 12 and 20 per cent that the reforms established still govern the
acquisition of interests in Singapore-incorporated banks, now in sections 15A and
15B of the Banking Act 1970.' MAS has enforced the thresholds strictly from the
start. In 1999 the American fund manager Brandes Investment Partners acquired 6.9
per cent of DBS Bank for its clients without prior approval. MAS refused
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retrospective approval and directed the bank’s holding company to require the
manager to reduce its stake below 5 per cent within three months, with its voting
rights on the excess shares suspended. MAS announced that it would not consider
retrospective approvals to exceed the 5, 12 and 20 per cent limits.> The case remains
instructive for funds and family offices that hold listed bank shares.

Checklist for foreign banks and investors

+ Determine whether the intended business requires access to retail Singapore
dollar deposits and branches, which calls for a full or Qualifying Full Bank

licence, or whether a wholesale bank licence suffices.

+ Expect MAS to require local incorporation of retail operations once a bank

becomes important to the domestic deposit market.

+ Monitor aggregate holdings in Singapore-incorporated banks and their
holding companies across all funds and client accounts, and obtain approval
before crossing the 5, 12 or 20 per cent thresholds, since MAS does not grant
retrospective approval.

+ Take account of the separation of financial and non-financial business when
structuring a banking group, including the 10 per cent cap on permissible
non-financial businesses and the prohibition of property development.

+ Prepare for supervision calibrated to impact and risk, in which the board and
senior management carry primary responsibility for controls and the intensity

of supervision depends on the institution’s rating.

+ Check the remaining restrictions on lending Singapore dollars to non-
resident financial institutions under MAS Notice 757 before structuring

Singapore dollar funding for offshore entities.

Notes

1. Banking Act 1970, section 15A, “Control of substantial shareholdings in banks
incorporated in Singapore” (Minister’s prior approval to become a substantial
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shareholder on or after 18 July 2001); section 15B, “Control of shareholdings
and voting power in banks incorporated in Singapore” (approval to become a
12% controller, 20% controller or indirect controller, defined in section 15B(3)
and (5)); section 15D, “Power to exempt and make further transitional
provisions”; text as reproduced on lawplayer.com (accessed November 2026),

since Singapore Statutes Online refused automated access. <

2. MAS, “Press Statement on Brandes Investment Partners L.P.”, 16 October
1999, mas.gov.sg: BIP held 6.9 per cent of DBS Bank on 6 August 1999
without prior approval, in breach of section 17 of the Banking Act;
retrospective approval refused; direction under section 28(3) of the MAS Act
to reduce the holding below 5 per cent within three months; voting rights
suspended; MAS “will not consider applications for retrospective approvals to
exceed the shareholding limits of 5%, 12% and 20%”. <

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 SingaporelQ 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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