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In brief 

On 29 May 2026, the Monetary Authority of Singapore (MAS) published an 

Information Paper on Risk Management Practices for Fund Management Companies 

("Paper"). The Paper may be viewed here. 

The Paper outlines the MAS' supervisory expectations for effective governance 

structures, frameworks, policies and procedures (P&Ps), and controls for overseeing 

and managing Fund Management Companies' (FMCs) investment process. These 

expectations are based on key findings from thematic inspections of selected FMCs' 

investment process across a range of investment strategies, including those 

conducted by external auditors appointed by MAS.  

The Paper covers:  

1. Governance 

2. Policies and procedures  

3. New fund launches and changes to existing funds  

4. Investment due diligence  

5. Ongoing monitoring of investments 

If you have any questions on how this may impact your business or operations, 

please feel free to reach out to us. 
 

Key takeaways 

FMCs should benchmark their existing frameworks against the Paper's expectations and remediate any gaps, adopting a risk-

based and proportionate approach. FMCs should:  

• Ensure strong governance and oversight of the investment process by senior management members across all functions, 

including support functions, who possess relevant experience and expertise 

• Implement robust risk assessment and monitoring frameworks and processes at both the individual investment and fund 

levels. These should include exercising prudence when entering into new asset classes, substantiating investment 

decisions with clear rationale, and diligently reviewing the quality of the services and/or products provided by external 

parties (e.g. service providers, models/systems used in investment due diligence or risk monitoring) 

• Require monitoring and oversight by functions independent from portfolio management.  

• Stay abreast of evolving best practices in the areas covered in this Paper, and continuously enhance their frameworks, 

P&Ps, and controls.  
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Governance 

Supervisory expectations  

• The Board and senior management (BSM) should put in place appropriate governance structures, frameworks, P&Ps and 

controls for new fund launches and investment changes to existing funds, investment due diligence and ongoing 

monitoring of investments. Oversight should sit with senior management or dedicated committees with relevant expertise 

and experience. 

• BSM should identify conflicts of interest (COI) and implement controls and segregation of duties to mitigate them. COI and 

their implications should be disclosed to customers where appropriate. 

• BSM should be kept apprised of investment matters, with escalation procedures in place for significant issues.  

• Appropriate documentation should be maintained.  

General practices observed 

Oversight of Risk 

Management 

• Oversight by designated senior management or dedicated committees, sometimes including external 

members independent from portfolio management.  

• Where members sat on multiple committees, mitigating measures for potential COI were 

implemented. 

Clear committee 

ToR 

• Dedicated committees had clear Terms of Reference (ToR) outlining responsibilities, composition, 

meeting frequency, quorum requirements and reporting lines. 

• Members had at least five years of experience in the relevant functions they represented. 

Better practices • Having an Audit and Risk Committee, majority of whose members were independent.  

Areas of improvement  

Inadequate 

oversight 

• Permitting fund's trading volume to increase despite unresolved trade reconciliation issues. 

• Senior management member certifying full compliance with P&Ps during annual compliance 

certification process despite known non-compliance.  

• Incomplete risk monitoring coverage across risk types, funds or asset classes. 

• Failure to enact or ensure proper implementation of risk management frameworks. 

COI • Failure to identify all pertinent COI and implement effective mitigation. 

Inadequate stature • At one FMC, the Head of Risk Reporting lacked sufficient seniority to effectively challenge investment 

risk discussions and approvals.  

• Committees of some FMCs did not include members independent from the portfolio management 

function or representation from relevant support functions. 

Lack of ToR or 

documentation  

• For one FMC, there was no ToR established for its committees.  

• Lack of or brief documentation of committees' discussion minutes. 

Policies and procedures 

Supervisory expectations 

FMCs should establish comprehensive P&Ps that cover all aspects of their fund management activities and operations. P&Ps 

should be subject to regular and ad-hoc reviews, and processes should be put in place to ensure adherence to them. Any 

deviations should be adequately justified, documented and approved by the designated approving authority.  
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General practices observed  

Content of P&Ps • Roles and responsibilities of all individuals, teams and/or functions involved in the areas covered in 

the Paper.  

• Factors to be considered in new fund launches and investment changes to existing funds.  

• Approaches and considerations for identifying suitable investments.  

• Approaches and controls relating to ongoing monitoring.  

• Approving authority for investment decisions and deviations from investment limits and P&Ps. 

Review of P&Ps • At least annually and as and when necessary (e.g., on occurrence of trigger events). 

 

Areas of improvement  

Lack of or 

inadequate P&Ps 

• Establishing relevant investment P&Ps only after fund launch.  

• Failing to update P&Ps, or P&Ps lacking sufficient guidance for implementation. 

• Inconsistencies in processes across different P&Ps.  

• Not specifying roles and responsibilities of relevant individuals, teams, functions and forums.  

Non-compliance  • Non-compliance with P&Ps without documenting the basis for deviations.  

Review frequency • No requirement for annual or ad-hoc review of P&Ps or specific triggers for ad-hoc reviews. 

New fund launches and changes to existing funds  

Supervisory expectations  

MAS has supervisory expectations for what FMCs should assess before launching a new fund. Where models and their outputs are 

used in investment selection and/or risk management, FMCs should perform due diligence on the models. For changes to existing 

funds, FMCs should review the impact of the changes on the above factors, and communicate the changes to relevant 

stakeholders, where necessary.  

All fund documents and marketing materials must be accurate and not misleading. New launches and changes must be approved 

by the relevant approving authority, with proper documentation. 

General practices observed 

Clear approval 

process  

• Formalised approval processes for new funds or change to existing funds, and assessing viability 

based on range of factors (e.g., business case, fund characteristics). Assessment typically 

documented via checklist and subject to review and approval.  

• Subjecting investor disclosures to review and approval to ensure accuracy.  

• Informing relevant stakeholders of investment changes.  

Better practices  • Creation of model portfolios prior to new fund launch to simulate return and risk profiles over time. 

Areas of improvement  

Failure to assess 

relevant factors 

• Failure to assess merits prior to new fund launch. 

• Failure to re-assess credit exposure of a fund despite a material change in repayment source.  

• Appointment of portfolio managers with inadequate investment management experience. 



Singapore: Information Paper on FMCs' Risk Management Practices 

© 2026 Baker & McKenzie.Wong & Leow | 4 

• Failure to assess the suitability of service providers to provide services prior to new fund launch.  

Marketing   • Marketing materials inaccurately described the fund's product features.  

Record keeping • No documentation or incomplete documentation of assessments, discussions and/or approvals.  

Investment due diligence 

Supervisory expectations 

MAS sets out supervisory expectations on the conduct of investment due diligence by FMCs. FMCs should: 

• Conduct sufficient due diligence on every potential investment, including understanding each investment's legal 

characteristics, and expected cashflows and associated risks of underlying assets 

• Understand and, where appropriate, challenge any external advice, opinions or reports relied on 

• Ensure investment recommendations are approved by the relevant authority 

• Document due diligence performed, discussions, and decisions. 

 

General practices observed  

Due diligence on 

investments  

• Due diligence framework covered quantitative and qualitative assessment, comparison with 

alternatives, and adherence to strategic asset allocation, risk limits and investment restrictions. 

Differing approval 

for public and 

private market 

investments 

• For public market investments, larger FMCs adopted a structured process: analysts would shortlist 

and recommend investments from which portfolio managers would select investments. Portfolio 

managers in smaller FMCs were responsible for the entire process.  

• Private market investments were assessed by portfolio managers and approved by committees.  

Checks  • Measures to conduct pre-investment compliance checks.  

• Varying extents of documentation.  

Better practices • Private credit fund FMCs significantly involving their legal teams in structuring and amending credit 

facility agreements given the bespoke and complex nature of arrangements. 

Areas of improvement  

Inadequacies in 
investment due 
diligence 

• FMC managing a trade receivables financing fund failed to verify the authenticity of trade receivables. 

• FMCs managing private credit funds involved in a direct lending strategy failed to assess the credit 

quality, legal capacity and financial strength of the guarantors, and credit worthiness of borrowers.  

• Credit risk scoring framework silent on how scoring outcomes impact the terms of credit facilities 

granted. 

• Inadequate investment due diligence on third-party managers. 

• FMC managing fund-of-funds did not assess the redemption terms of the underlying funds vis-à-vis 

the fund managed, heightening operational and liquidity risks.  

• FMC managing collateralised loan obligation (CLO) fund did not require investment advisor to include 

comparative analysis of new CLO issuances against existing CLO notes in the secondary market. 

• Failure to assess background and experience of joint venture partner staff member who would be 

directly responsible for managing investments. 

Inadequate 
controls and 
records 

• Lack of controls to ensure consistency in the assessment of underlying CLO managers for CLO fund.  

• Limited records maintained by FMCs.  
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Ongoing monitoring of investments 

Supervisory expectations 

• FMCs should put in place appropriate frameworks, procedures, controls and systems to support the ongoing monitoring 

and management of funds’ investments and their appointed service providers. 

• Where appropriate, risk metrics and limits should be put in place to facilitate timely assessment, escalation and 

management of risk exposures and ensure compliance with relevant investment restrictions and regulatory requirements.  

• FMCs should ensure model assumptions, inputs and outputs remain valid, appropriate and reliable over time. Any 

overrides or suppression of model outputs should be subject to appropriate oversight and governance.  

• Matters requiring reporting and escalation to the relevant approving authority should be sufficiently clear.  

• Documentation of ongoing monitoring efforts, discussions and decisions should be systematically maintained.  

General practices observed  

Ongoing 

monitoring 

• Performed by independent support functions.  

• Prompt escalation of breaches of risk metric thresholds, limits, covenants and investment restrictions. 

• Regular reporting of outcomes of ongoing monitoring efforts for review or information.  

• Review of disclosure materials on ongoing basis to ensure accuracy and currency.  

Better practices  • Leveraging technology to enhance monitoring of debtors/obligors (e.g., quarterly generation of reports 

based on key financial data to consistently track and assess performance of private credit fund). 

 

Areas of improvement  

Inadequacies in 

risk monitoring 

• No independent mechanisms to monitor the risks associated with funds' investments.  

• No thresholds established for risk and performance metrics.  

• Inadequate frequency of monitoring.  

• An FMC managing a private credit fund failed to implement controls to safeguard collateral.  

• Overdue loans reclassified as performing right after restructuring without monitoring repayment.  

• Inappropriate weight given to factors of credit risk scoring framework during annual review.  

• Third-party investment manager of a fund deviated from fund's lending guidelines without approval.  

Lapses in risk 

monitoring  

• Scores applied during periodic credit reviews differed from FMC's own credit scoring methodology. 

• Errors in FMC's computation of a borrower's overall credit score.  

Inaccuracies and 

inadequacies in 

fund's disclosures 

to investors  

• Offering documents of private credit fund left outdated despite change in repayment obligations. 

• Misrepresenting that fund had experienced "zero default" despite long overdue repayments.  

• Overdue loans incorrectly reflected as "performing" in fund's investor report.  

• Investors given insufficient information on restructured loans held by private credit funds in liquidation. 

Poor record 

keeping 

• Inability to demonstrate implementation of monitoring measures due to documentation lapses.  

• Failure to retain records of senior management's deliberations and decisions on ongoing monitoring.  
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