FACT SHEET

Agreement on US-Singapore Free Transfers

On Wednesday, January 15, 2003, the U.S. Treasury and the Monetary Authority of Singapore reached agreement on important provisions in the Investment Chapter of the U.S.-Singapore Free Trade Agreement. The agreement is a “win-win” for both countries.  

Point 1: The investment chapter maintains the principle of free transfers.  

This approach is consistent with the shared economic philosophy and policy perspective of both the United State and Singapore.  Retaining the principle of free transfers sends a strong signal to the markets that the U.S. and Singapore support the free flow of capital and recognize its importance in economic development.  Free transfers permit the efficient allocation of resources and provide investors with a transparent regime for doing business free of political obstacles.

Both countries recognize that a strong reserve position, a flexible exchange rate regime, sound fiscal and monetary policies, and effective prudential measures for the financial sector are the preferred policy tools for both avoiding a balance of payments crisis and for dealing with one.  The FTA transfers provision complements this approach.

The free transfers provision of the Singapore FTA meets an important Trade Promotion Authority (TPA) objective – “freeing the transfer of funds related to investments.”  This provision provides U.S. investors with substantially strengthened transfer rights over those available under the General Agreement on Trade in Services (GATS) and General Agreement on Trade and Tariffs (GATT).  In addition, unlike these other agreements, the FTA provides for effective investor-state and State-State arbitration provisions to enforce free transfer rights.

Point 2: The investment chapter ensures that U.S. investors’ maintain their rights under dispute settlement in the case of restrictions on free transfers.

The U.S. and Singapore agreed that, instead of creating exceptions to the investment provisions allowing free transfers, all issues would be handled in the dispute resolution chapter.  This avoids the need to discuss if and when countries agree that capital flow restrictions would be necessary.

All current account transactions, including profits and dividends; foreign direct investment; proceeds from the sale of an investment; and payments pursuant to bonds and most loans are covered by the standard dispute provisions of the Agreement.  The usual cooling off period before a claim may be taken to dispute resolution is six months.
On other capital flows, there will be cooling off period of one year.  If the restrictions substantially impede a transfer, then damages accrue from the date of imposition of controls.  If the restrictions do not substantially impede a transfer, then Singapore has a period of 364 days without liability.  
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