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Responding to this consultation paper 

 

SGX invites comments on this Consultation Paper between 1 October 2012 and  

29 October 2012 via:- 

 

 Electronic mail: lm@sgx.com 

 Facsimile:  (65) 6534 7919 

 Mail:   Listing Manual Review 

   Issuer Regulation 

   Risk Management and Regulation Group 

Singapore Exchange Limited 

2 Shenton Way 

#19-00 SGX Centre 1 

Singapore 068804 

 

(Attention: Mr Mohamed Nasser Bin Ismail / Ms Chia Caihan) 

 

  

Respondents to this Consultation Paper are asked to identify the specific proposal or listing 

rule that they are commenting on. SGX reserves the right to publish responses received and 

to change the proposals. 

 

 

This Consultation Paper is available for download from the SGX’s website at www.sgx.com 

 

 

  



 

 

Contents 

 

Introduction ............................................................................................................................ 1 

Extract of the proposals ......................................................................................................... 2 

Details of the proposals.......................................................................................................... 3 

Annexure A: Proposed Amendments to the Listing Rules ...................................................... 7 

 

 

  



 

SGX The Asian Gateway  1 

Introduction 

 

1. BACKGROUND 

 

1.1 This Consultation Paper sets out proposed initiatives relating to the offer structure of 

Initial Public Offerings (“the Proposals”), and consequent amendments to the listing 

rules. SGX (“The Exchange”) invites comments on the Proposals, which may be 

modified in response to these comments. 

 

1.2 Any amendments to the listing rules will be subject to the approval of the Monetary 

Authority of Singapore (“the Authority”). 

 

2. SCOPE OF THE CONSULTATION PAPER 

 

2.1 This consultation paper sets out initiatives in relation to the offer structure of Initial 

Public Offerings (“IPOs”).  

 

2.2 Details of the proposals are provided on pages 3 to 6. 

 

3. IDENTIFICATION OF AMENDMENTS 

 

3.1 The listing rules (reflecting the Proposals as if implemented) are reproduced in 

Annexure A. The purpose of the amendments is also given. The method used to 

identify the proposed amendments is as follows:- 

 

 Additions are underlined.  

 Deletions are struck through. 

 

4. REFERENCES 

 

4.1 References to “listing rules” or “Rule” mean the listing rules as of 10 August 2012.  
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Extract of the proposals 

 

Proposal 1:  The Exchange seeks your views on the proposed adoption of 

the definitions for the terms “public subscription tranche” and 

“placement tranche”. 

   

Proposal 2:  The Exchange seeks your views on the proposed introduction 

of a prescribed minimum allotment of 5% of the total invitation 

shares to the public subscription tranche. The Exchange 

welcomes comments on whether such a minimum allotment 

should be introduced as well as suggestions of alternative 

allotment figures with accompanying justifications. 

   

Proposal 3:  The Exchange seeks your views on the introduction of claw-

back mechanisms that increase the number of shares allocated 

to the public subscription tranche to 10% when the total 

demand for shares in the tranche is between 15 to 50 times the 

initial allocation; and to 20% when demand is over 50 times the 

initial allocation. The Exchange welcomes suggestions of 

alternative allocation thresholds with accompanying 

justifications. 

   

Proposal 4:  The Exchange seeks your views on the introduction of a 

reverse claw-back mechanism whereby shares may be 

transferred from the public subscription tranche to the 

placement tranche whenever there is insufficient demand in the 

public subscription tranche to take up the initial allocation. The 

Exchange welcomes suggestions of alternative arrangements 

with accompanying justifications.  
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Details of the proposals 

 

PART A INTRODUCTION OF INITIATIVES IN RELATION TO OFFER 

STRUCTURE  

 

1. Introduction 

 

1.1 The offer structure for an IPO normally comprises of a placement tranche and 

a public subscription tranche.    

 

1.2 Currently, for Mainboard IPOs, SGX listing rules specify the shareholding 

spread and distribution requirement for companies with market capitalization 

below S$300 million to have a minimum 25% public float held by at least 500 

shareholders. This number of shareholders includes shareholders from both 

the public subscription tranche and the placement tranche. This rule provides 

assurance of fair and orderly trading of shares when listed. However, there is 

no requirement for Mainboard listing applications to allocate a minimum 

proportion of shares to the public subscription tranche as a method of offering.  

 

1.3 The public subscription tranche is a crucial feature of our IPO share allocation 

process.  To allow for greater participation in the capital market, cultivate a 

more diverse group of investors and increase investor participation, the 

Exchange proposes, without prejudicing the existing public float requirement, 

to specify a minimum allocation of shares for the public subscription tranche.  

 

1.4 The Exchange also proposes mechanisms to re-allocate shares between the 

placement and public subscription tranche through claw-back triggers to 

reflect the underlying demand of shares under both tranches to better meet 

the needs of investors.  

 

1.5 The Exchange expects that with the introduction of the above proposals, the 

consequent increase in retail investor participation will enhance the vibrancy 

of trading in the secondary market, leading to greater liquidity and potentially 

improved valuations for listed companies. There would also be an easing of 

pent-up frustration when market sentiment is bullish or where there is 

unsatisfied public demand for specific IPOs where only a small proportion of 

shares are made available during the public subscription tranche. 
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1.6 These benefits will however, stand alongside possible concerns, particularly 

on the part of issue managers and underwriters who prefer to allocate shares 

via the placement tranche where they have more control and certainty of the 

process vis-à-vis the public subscription tranche where the rate of subscription 

is only confirmed at end of the public offer period. 

 

1.7 In balancing the above considerations, the Exchange takes the view that while 

the allocation of shares between the public subscription and placement 

tranches should remain a primarily commercial decision for issuers and 

underwriters, the initiatives set out in this consultation paper to gradually 

increase the proportion of shares allocated to the public subscription tranche 

would be optimal for the further development of our capital markets. 

 

2. Analysis of Mainboard IPO share allocation in Singapore between 2007 

and 2011 

 

2.1 A study of subscription rates of Mainboard IPOs in Singapore between 2007 

and 2011 indicates that in 76% of Mainboard IPOs, less than 5% of shares 

were allocated to the public subscription tranche. Only 1 Mainboard IPO had a 

public subscription tranche exceeding 20%.1 The average allocation of shares 

to the public subscription tranche for Mainboard IPOs is approximately 4.5% 

of total offering. 

 

2.2 98% of the Mainboard IPOs during this period had oversubscribed public 

subscription tranches. Further, almost 73% of IPOs recorded subscription 

rates of 10 times or more, with subscription rates rising to over 160 times 

where the public subscription tranche was 5% or less.  

 

Details of Proposals 

 

3.1 The Exchange has reviewed the requirements of other developed jurisdictions 

in calibrating an appropriate minimum allocation and claw-back mechanism 

under the public subscription tranche that would suit the Singapore market. 

We propose a 3-tier structure that caps the maximum claw-back at 20% of the 

total offering size as follows:- 

 

 

                                                
 

1
 Mapletree Commercial Trust’s IPO had a public subscription tranche of 23%, making it the largest 

allocation in the above period.  
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Table: SGX proposed requirements 

 

 

 

Initial 

minimum 

15x – 50x 

subscribed  

>50x 

subscribed 

SGX’s proposed proportion of 

public subscription tranche to 

total offering (% thresholds) 

5% 10% 20% 

 

3.2 The Exchange is of the view that the proposed thresholds would strike a 

balance by allowing for a greater proportion of IPO shares being allocated to 

the public subscription tranche, while addressing the commercial concerns of 

investment banks and underwriters with respect to the proportion of shares 

allocated under the placement tranche. 

 

3.3 First, the imposition of a minimum initial allocation of 5% of the shares offered 

under the IPO to the public subscription tranche.  This would go a significant 

way in assuring the participation of the investing public. Given that public 

subscription tranches have seen an average allocation of 4.5% of total offering 

for IPOs between 2007 and 2011, a conservative minimum threshold of 5% is 

likely to be satisfied in subsequent IPOs. While maintaining Singapore’s 

attractiveness as a venue for capital raising, both international issuers and 

institutional investors are given the discretion to retain a degree of control and 

certainty in the IPO process. 

 

3.4 Second, the introduction of a claw-back mechanism to increase the allocation 

under the public subscription tranche to 10% of the shares offered under the 

IPO when the total demand for shares in the public subscription tranche is 15 

times to 50 times the initial allocation.  This claw-back mechanism shall 

increase the allocation under the public subscription tranche to 20% of the 

shares offered under the IPO when the total demand for shares in the public 

subscription tranche exceeds 50 times the initial allocation. 

 

3.5 Third, shares may be transferred from the public subscription tranche to the 

placement tranche in the event of insufficient demand, i.e. through a reverse 

claw-back mechanism, subject to meeting the prescribed minimum 

shareholding spread in the Listing Manual. 
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3.6 We would like to seek your views on the proposals as follows:- 

 

 

  

Proposal 1:  The Exchange seeks your views on the proposed adoption of 

the definitions for the terms “public subscription tranche” and 

“placement tranche”. 

   

Proposal 2:  The Exchange seeks your views on the proposed 

introduction of a prescribed minimum allotment of 5% of the 

total invitation shares to the public subscription tranche. The 

Exchange welcomes comments on whether such a minimum 

allotment should be introduced as well as suggestions of 

alternative allotment figures with accompanying justifications. 

   

Proposal 3:   The Exchange seeks your views on the introduction of claw-

back mechanisms that increase the number of shares 

allocated to the public subscription tranche to 10% when the 

total demand for shares in the tranche is between 15 to 50 

times the initial allocation; and to 20% when demand is over 

50 times the initial allocation. The Exchange welcomes 

suggestions of alternative allocation thresholds with 

accompanying justifications. 

   

Proposal 4:  The Exchange seeks your views on the introduction of a 

reverse claw-back mechanism whereby shares may be 

transferred from the public subscription tranche to the 

placement tranche whenever there is insufficient demand in 

the public subscription tranche to take up the initial allocation. 

The Exchange welcomes suggestions of alternative 

arrangements with accompanying justifications.  
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Annexure A: Proposed Amendments to the Listing 

Rules 

 

PART A INTRODUCTION OF INITIATIVES IN RELATION TO PUBLIC 

SUBSCRIPTION TRANCHE 

 

The following sets out the amendments in the listing rules relevant to Part A as if 

implemented. 

 

Definitions and Interpretations 

 

1.1    To introduce definitions for “public subscription tranche” and “placement tranche” as 

follows: 

 

 

 

 

 

 

 

 

 

 

 

 

“public subscription 

tranche” 

shares offered for subscription through an automated teller 

machine or the internet banking website of the participating 

banks in accordance with the terms and conditions of the 

issuer’s prospectus. 

  

“placement tranche” shares offered for placement by the placement agent on 

behalf of the issuer, in accordance with the terms and 

conditions of the issuer’s prospectus. 



 

SGX The Asian Gateway  8 

 

Chapter 2  

 

1.2  To introduce a new Rule 233A as follows:-   

   

 Minimum Allocation to Public Subscription Tranche and Claw-back 

Mechanism 

 

233A For every placing or offer of shares for subscription:- 

 

(1) The issuer shall ensure the following minimum allocation of shares to 

the public subscription tranche  :- 

(a)   an initial allocation of 5% of the shares offered in the IPO; 

(b)  a claw-back mechanism that increases the number of shares to 

10% when the shares in the public subscription tranche is 

subscribed 15 to 50 times the initial allocation; and 

(c)   a claw-back mechanism that increases the number of shares to 

20% when the shares in the public subscription tranche is 

subscribed more than 50 times the initial allocation. 

 

(2)  Shares may be transferred from the public subscription tranche to the 

placement tranche where there is insufficient demand in the public 

subscription tranche to take up the initial allocation.  This is subject to 

compliance with the public float requirements under Rule 210. 

 

(3) Where the issuer has granted the underwriters an over-allotment 

option, this may be divided between the public subscription tranche 

and the placement tranche, at the discretion of the underwriters.  

 

(4) The Exchange may at its discretion grant a waiver from any of the 

requirements in this rule, prior to the submission of an application for 

listing. In deciding on the granting of waivers, the Exchange will 

consider among other factors, the size of the offering and whether 

there is likely to be significant public demand for the securities. 
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