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Amendments to the Codes of Conduct for Fund Managers and
SFC Licensed/ Registered Persons

▪ Amendments to the Fund Manager Code of Conduct (FMCC) to
enhance regulation of securities lending/repurchase agreements,
custody of fund assets, liquidity risk management, and disclosure of
leverage will become effective on 17 November 2018

▪ Amendments to the Code of Conduct for Persons Licensed by or
Registered with the SFC to address potential conflicts of interest in the
sale of investment products and enhance disclosure at the point-of-sale
will become effective on 17 August 2018

▪ The amendments will significantly impact discretionary account
managers, as they will be required to comply with both the FMCC and
the Code of Conduct after full implementation
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Hong Kong’s New Open-Ended Fund Company Regime to
Come Into Force in 2018

▪ The legal framework for the establishment of OFCs in Hong Kong (set 
out in the Securities and Futures (Amendment) Ordinance 2016) is 
expected to be implemented in 2018, together with detailed rules and 
guidelines

▪ Profits tax exemption for certain privately offered OFCs have been  
proposed in the Inland Revenue (Amendment)(No.4) Bill 2017

▪ The OFC structure is designed to be used by both retail and private 
funds and will allow investment funds to be established in corporate 
form.  Retail funds for public sale will be subject to the authorisation 
and ongoing requirements in the SFC’s Code on Unit Trusts and 
Mutual Funds.  
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SFC Circulars Targeted at Asset Managers

▪ Clarifies expectations on conflicts of interest

▪ Failures to act in the best interest of the integrity of the market 

▪ Inadequate or improper risk management measures

▪ Identifies common deficiencies 

▪ Inappropriate receipt of cash rebates

▪ Failure to ensure suitability

▪ Failure to put in place proper liquidity risk management process

▪ Deficiencies in asset valuation

▪ Deficiencies in ensuring best execution

▪ Failure to ensure fair order allocation 

▪ Inadequate systems and controls for protection of asset, compliance with 
investment restrictions and guidelines, and market misconduct risk
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Bond Connect Launches in July 2017

▪ Bond Connect is a new mutual access scheme for offshore investors to 
access the mainland China bond market (“Northbound Trading”) and 
for onshore investors to access the Hong Kong bond market 
(“Southbound Trading”) through a market infrastructure linkage 
between mainland China and Hong Kong.

▪ Northbound Trading commenced on 3 July 2017, allowing foreign 
investors to invest in the China interbank bond market directly through 
the Hong Kong Exchange. Eligible investors are mainly institutions, 
such as banks, insurance companies, brokerages and asset 
management firms. No quota limits are imposed on Northbound 
Trading. Southbound Trading will start at a later date.

▪ Bond Connect is expected to advance the level of foreign participation 
in China’s domestic bond market and offer an easily accessible market 
infrastructure to further broaden China’s bond market for global access.
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SEC Tightens Single Entity Limit and Loosens of
Concentration Limit of Thai Mutual Funds (effective July 2018)

▪ A retail mutual fund can now only invest up to 10 percent (as opposed 
to 15 percent in the previous regulation) of its NAV in the following 
instruments issued by a single entity, among others:

▪ debt instruments having investment grade credit ratings which are issued 
by a listed company in Thailand

▪ equity instruments registered for sale in the main board of the Stock 
Exchange of Thailand or  the exchange of foreign country 

▪ equity instruments issued by a company incorporated under the laws of 
Thailand or foreign country, whereby such company has registered its 
shares for sale in the main board of the Stock Exchange of Thailand or the 
exchange of foreign countries

▪ derivatives warrants whose credit rating of an issuer is ranked at investment 
grade
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SEC Tightens Single Entity Limit and Loosens of
Concentration Limit of Thai Mutual Funds

▪ A retail mutual fund can now only invest up to 10 percent (as opposed 
to 20 percent in the previous regulation) of its NAV in the instruments, 
issued by a single entity, having all of the following characteristics, 
among others:

▪ are debt instruments, hybrid instruments, structured notes, or sukuk, which 
an issuer is an entity duly established under the laws of Thailand, or foreign 
country, or is a branch of foreign financial institution who has been 
authorized to operate a commercial banking business in Thailand.

▪ an issuer of the instruments is a listed company in Thailand.

▪ such instruments are offered for sale in Thailand.

▪ the instruments have a credit rating ranked at investment grade.
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SEC Tightens Single Entity Limit and Loosens of
Concentration Limit of Thai Mutual Funds

▪ Concentration limits reduced

▪ applicable to all retail mutual funds under the management of an 
asset management company and focuses on size of the issuer of 
certain instruments 

▪ previously, all retail mutual funds under the management of a fund 
management company could invest up to only 1 out of 4 (i.e. 25%) 
of total CIS units of each issuing entity 

▪ new regulation allows 1 out of 3 (i.e. approx. 33.34%)
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SEC Reduces Minimum Paid-up Capital of Fund Management
Companies in Thailand (effective December 2017)

▪ Previous requirement: THB 100 million

▪ Reduced to 

▪ THB 25 million if providing services to any type of investor

▪ THB 10 million if providing services to institutional investors only

▪ But fund manager must not:

▪ provide custodian services

▪ make proprietary investments for its own portfolio

▪ be a member of a Thailand clearing house 
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SEC Tightens Ongoing Capital Requirements for Fund
Management Companies in Thailand (effective July 2018)

▪ A mutual fund management company, in addition to having at least 
shareholder's equity of THB 20 million, must also maintain:

▪ additional liquid capital of no less than the average of the previous 
three months' liquid capital; and 

▪ additional operation risk capital of no less than 0.01 percent of the 
NAV of the mutual fund under its management

▪ A securities company operating other securities businesses (e.g. 
securities brokerage, securities dealing, and securities underwriting) 
that also provides fund management services, must ensure that its net 
capital is also higher than 0.01 percent of the NAV of funds under its 
management. 



© 2018 Baker & McKenzie.Wong & Leow

Thailand

15

SEC Proposed to Relaxes on Outsourcing Requirement
(expected to be effective by June 2018)

▪ Securities company can now can outsource to a service provider and 
notify the SEC within 15 days from the functions being outsourced

▪ Previously prior approval required to outsource operational functions

▪ Securities company can now outsource any of its operational functions 
to any type of service provider 

▪ Previously for certain functions e.g. risk management, can only 
outsource to certain entities e.g. affiliates 

▪ Lists of limited functions that could be outsourced removed

▪ Previously unclear if outsourcing of functions outside list permitted



© 2018 Baker & McKenzie.Wong & Leow

Thailand

16

BOT Issues New Exchange Control Regulations to Allow New
Category of HNW Investors to Invest Offshore (effective
January 2018)

▪ Previously, BOT allowed individuals or corporate entities having 
investment portfolios in securities, derivatives, and deposits worth at 
least THB 100 million – to remit money outside Thailand for investment 
in foreign financial instruments and derivatives, up to an investment 
limit of USD 5 million per person per year.

▪ Now, individuals and corporate entity investors with investment 
portfolios in securities, derivatives, and deposits worth at least THB 50 
million but less than THB 100 million, may also remit money outside 
Thailand for investment in foreign financial instruments and derivatives, 
without having to engage an investment agent in Thailand (e.g. a 
securities broker, fund management company, or commercial bank), up 
to an investment limit of USD 1 million per person per year.
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Revisions to the SC Guidelines on Compliance Function for
Fund Management Companies (updated on 5 January 2018)

▪ Clarification on the utilisation of soft commission in that a fund 
management company:

▪ must not utilise the soft commission for the purpose of defraying 
costs relating to the establishment or maintenance of its 
infrastructure, framework or systems; and

▪ must ensure that the client's prior consent has been obtained and 
that the goods and services are in the form of research and advisory 
services that assist in the decision-making process relating to the 
client's investments.
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Revisions to the SC Guidelines on Compliance Function for
Fund Management Companies (updated on 5 January 2018)

▪ Clarification that a fund management company must establish, 
implement and maintain written policies and procedures governing 
cross trades between clients' accounts

▪ New requirement that compliance officers must verify cross-trades 
undertaken by the fund management company. 

▪ Note that there is a new definition of "cross trade" i.e., "a buy and 
sell transaction of the same security between two or more clients' 
accounts managed by a fund management company"
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Revisions to the SC Licensing Handbook (updated on 9 May
2017 and 23 June 2017)

▪ Key Revision: introduction of Capital Markets Services Licence 
("CMSL") for fund management in relation to portfolio management as 
a digital investment manager (i.e., robo-advisor) and the organisational 
requirements in relation to the same
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Revisions to the SC Guidelines on Marketing and Distribution
of Unit Trust Funds (updated on 13 July 2017)

▪ Key revision: clarification that when dealing in units, incentives such as 
gifts are not prohibited, so long as an authorised person ensures that 
the use of incentives does not distract investors from making informed 
investment decisions.
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Revisions to the SC Guidelines on Marketing and Distribution
of Unit Trust Funds (updated on 4 May 2017)

▪ Increase in the scope of permitted foreign funds including:

▪ funds offered by Islamic Corporations for the development of the 
private sector as declared as an international organisation under the 
International Organizations (Privileges and Immunities) Act 1992; 
and

▪ funds that invests or proposes to invest in primarily income-
generating real estate, subject to certain requirements.

▪ Introduction of requirement to submit offering document to the SC in 
relation to foreign real estate investment trusts to be offered to 
sophisticated investors.

▪ Introduction of procedure for an application for SC's recognition relation 
to for foreign funds offered to sophisticated investors. 
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Consultation Paper on Proposed Regulatory Regime for Managers of
Venture Capital Funds – February 2017

▪ Characteristics of VC Funds

▪ Invest at least 80% of committed capital in securities that are directly issued by an
unlisted business venture that has been incorporated for no more than ten years at
the time of initial investment

▪ Do not accept new subscription after the close of the fund, and allow redemption only
at the end of the fund life

▪ Offered to end-investors who are AI or II only

▪ Relaxation of requirements on VC Fund Manager

▪ Relaxation on 5 years’ relevant experience requirement on personnel

▪ No base capital / risk-based capital requirements

▪ Dispensation with various ongoing business conduct requirements

▪ Key requirements

▪ Fitness and propriety requirements

▪ AML/ CFT requirements

▪ Implemented in October 2017
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Consultation Paper on Proposed Framework for Singapore
Variable Capital Companies – March 2017

▪ Key Features

▪ Single legal entity with sub-funds operating as separate cells

▪ Segregation of assets and liabilities of each sub-fund

▪ Redemption of shares and payment of dividends using capital permitted

▪ Dispensation with AGM requirements

▪ No public disclosure of register of shareholders

▪ Key Requirements

▪ audited financial statements made available to shareholders

▪ maintain information on their beneficial owners, and nominee directors

▪ at least one director must be a director of the fund manager, directors must
be fit and proper

▪ AML/CFT requirements

▪ Authorised / Restricted Schemes to have approved custodian
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Various Consultation Paper on Regulations, Notices and
Guidelines– April 2017

▪ Updates on requirements in relation to offer of funds

▪ additional factors that MAS may take into account when recognising
a foreign fund for offer to retail investors: investment policy of fund,
fund’s constiutent documents, oversight provided by trustee or
equivalent, degree of investor protection compared to authorised
scheme based on above

▪ conditions for exempting Physical Asset Funds that are offered to Ais
or IIs from fund authorisation and prospectus registration
requirements: similar conditions to requiremnets for restricted
schemes
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Various Consultation Paper on Regulations, Notices and
Guidelines– April 2017

▪ Updates on REITs

▪ clarify that restriction on providing information on past performance
based on simulated results does not apply to pro forma financial
information

▪ amendments to reflect policy intent to that REIT managers who are
licensed or regulated in their principal place of business can also
manage restricted schemes
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Various Follow Up Consultation Paper / Feedback on
Regulations, Notices and Guidelines – May 2017

▪ Updates on proposed changes relating to marketing of collective
investment schemes (CIS)

▪ Removal of regulated activity of marketing CIS under FAA – to be
regulated under dealing in CIS under the SFA

▪ Financial advisers marketing CIS must also comply with business
conduct requirements applicable to dealing in CIS

▪ Updates on prospectus requirements in relation to securities and
business trusts

▪ Application of new accounting framework to securities and business
trusts; prescribnig information that can be incorporated into
prosepctus by reference; power to exempt offer of securities by a
subsidiary of a listed entity from prospectus requirements; enhancing
disclosure requirements
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Various Consultation Paper on Regulations, Notices and
Guidelines – May 2017

▪ Updates on changes on protection of customer’s moneys and assets

▪ Clarify application of requirements to fund manager: apply in a situation
where a trust or custody account is maintained by the fund manager on
behalf of a fund or customer; will not apply if the moneys or assets are
held directly in an account in the customer’s name or where the custody
accounts are set up in the name of the fund and held in the name of the
trustee

▪ Clarify / modify proposed requirements: due diligence on third party
bank / custodian, acknowledgement from overseas financial institutions,
information and record keeping requirements, daily computation of trust
and custody accounts, disclosure requirements in relation to use of
customer’s assets, disallowing retail customers to consent to deposit of
money / assets in any account determined by the CMI (but retail
customer can direct CMI to deposit moneys /assets to an account in the
customer’s name).
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Various Consultation Paper on Regulations, Notices and
Guidelines– May 2017

▪ Proposed record keeping requirements

▪ requirement to keep books of every POA or other document
authorising CMS licensee or representative to operate customer
account on a discretionary basis – to expand to accredited investors
too

▪ Proposed limits on use of title transfer collateral arrangement to non-
retail investors

▪ Proposal to extend exemptions available to CMS licensees when they
deal with A/I investors to expert investors
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Consultation Paper on Provision of Digital Advisory Services –
June 2017

▪ Clarification on licensing and regulatory requirements for digital
advisers:

▪ offer of platform for execution of securities transactions that no
advice provided for: dealing in securities

▪ discretion or control over clients’ moneys or assets: fund
management

▪ provision of financial advice: financial advisory service

▪ Sets out expectations on governance and supervision of algorithm

▪ Exemptions from certain requirements under Notice on
Recommendations on Investment Products to fully-automated client-
facing tools when advising on traditional ETFs

▪ Relaxation of corporate track record requirement for retail fund
managers managing at least 80% ETFs
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Consultation Paper on Changes to the Notification
Requirements in relation to Representatives serving only Non-
Retail Customers – September 2017

▪ Proposal not to require FIs who serve non-retail customers only to lodge
notifications for representatives with MAS

▪ Representatives serving non-retail customers only will not be subject to
CMFAS exam requirements

▪ FIs must still have systems and controls to ensure the proper conduct /
fitness and propriety of their representatives
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Response to Feedback Received - Review of Competency
Requirements for Representatives Conducting Regulated
Activities under the Securities and Futures Act and Financial
Advisers Act

▪ MAS to implement new Rules, Ethics and Skills modules

▪ MAS to introduce a total of 9 hours of CPD training requirements for
SFA appointed representatives (a minimum of 6 hours will similarly have
to be on rules or ethics, based on courses accredited by IBF) – to be
effective from 1 January 2019
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Various Consultation Paper on Regulations, Notices and
Guidelines – October 2017

▪ Updates on Proposed Common Investors Guidelines

▪ applicability of insider trading provisions depend whether a “common
investor” will regard information as generally available or price
sensitive

▪ proposal to introduce guidelines on who is a “common investor”: (1)
rational and economically motivated with at least some experience
and knowledge of investing in the relevant financial product, but who
may not be investment professionals; (2) aware of the prevailing
price of the relevant financial product from time to time; have
knowledge of or the ability to obtain generally available information
concerning the company or issuer in question, and would have the
ability to draw inference from and assess the credibility of the
information in question.
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Consultation Paper on Liquidity Risk Management Framework
for Fund Management Companies – October 2017

▪ Proposal to introduce a liquidity risk management framework for
managers of discretionary open-ended funds including:

▪ responsibilities of Board and Senior Management to ensure fund
manager has a liquidity risk management function, and subject it to
effective oversight to ensure fund manager

▪ requirement to evaluate liquidity risks that fund may face throughout
life cycle

▪ ongoing liquidity risk management requirements

▪ stress – testing requirements

▪ CIS Code to be amended to require money market funds to hold a
minimum amount of liquid assets to limit asset-liability mismatches and
strengthen their ability to meet redemptions / to impose additional
portfolio weighted average maturity requirements on an MMF.
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Consultation on Execution of Customers’ Orders (November
2017)

▪ Proposal to introduce notice / guideline requiring capital market
intermediaries (including fund managers) to

▪ establish and implement written policies and procedures to place
and/or execute customers’ orders on the best available terms;

▪ to monitor such policies and procedures;

▪ to provide disclosure to customers on Best Execution Policy; and

▪ to accord fair treatment to comparable customers’ orders.

▪ Factors to be considered when executing customers’ orders: price,
costs, speed, likelihood of execution and settlement, size and nature of
the customer’s order.

▪ Similar to what is required of managers of authorised funds when
executing customers’ orders in the Code of Collective Investment
Schemes.
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