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Walk into almost any SME's corporate bank account in Singapore and you will find the same

pattern. Cash sits there. Sometimes it is $150,000, sometimes $800,000, built up over years of

careful profit retention, waiting for a rainy day, an acquisition, or simply because nobody got

around to deciding what to do with it. The average business account in Singapore pays between

0.05% and 0.4% per year in interest. On $300,000, that is $150 to $1,200 a year. Meanwhile

inflation in Singapore has averaged around 4.1% in 2023 and settled near 2.8% in 2024, which

means that idle cash is losing real purchasing power every single day it sits still.

This is not a story about reckless risk-taking. It is a story about a business owner, we will call him

the founder of a mid-sized trading company, who had $300,000 parked in his corporate account for

over three years earning next to nothing. He was not lazy or uninformed. He was busy. Running

the business, managing staff, chasing invoices, and the cash simply accumulated as a by-product

of a profitable year. He assumed that touching it meant risking it, and that keeping it liquid was the

safe choice. That assumption cost him roughly $60,000 in missed growth over three years, based

on a conservative 7% annual return compared to the 0.3% his bank was paying.

The gap between what idle cash earns and what properly structured corporate investing can earn

is not marginal. It is the difference between a business asset that works quietly in the background

and one that simply exists. This guide walks through exactly how a business owner in his position

restructured that cash, what vehicles were available to him under Singapore rules, what tax and

liability considerations came into play, and what pitfalls nearly tripped him up along the way. None

of this requires abandoning caution. It requires understanding the actual mechanics of corporate

cash deployment, which very few business owners are ever taught.

By the end, you will have a clear framework for deciding how much of your own business cash

should stay liquid, how much can be put to work, and what steps to take first. This is general

education, not a specific recommendation for your company, but the numbers and structures

described are real and current to the Singapore market.

01

Why Business Owners Leave Cash Idle

There are three real reasons business owners let cash pile up untouched, and none of them are

stupidity. The first is psychological: cash in the bank feels safe, and after building a business from

nothing, many owners are reluctant to touch the buffer that represents years of hard work. The

second is time: figuring out corporate investment structures takes research most founders do not

have bandwidth for between running payroll and chasing clients. The third is a genuine,

reasonable fear of tying up funds needed for operations, which is valid, but often overestimated by

a wide margin.

Here is the real cost, laid out in numbers. Assume a company holds $300,000 in idle cash for five

years, earning an average of 0.3% in a business savings account. Total interest earned:
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approximately $4,520 over five years, after accounting for minor compounding. Now assume the

same $300,000 is allocated with a portion invested to target a blended 7% annual return,

compounding. After five years, that sum grows to approximately $420,800, a gain of $120,800. The

difference between the two paths, roughly $116,000, is not a rounding error. It is close to a year's

salary for a senior hire, or enough to fund a meaningful expansion, sitting unused because of

inertia rather than any deliberate risk decision.

The deeper cost is inflation erosion compounding quietly. At Singapore's 2024 core inflation rate of

around 2.8%, cash earning 0.3% loses roughly 2.5% in real value every year. Over five years, that

is a real terms loss of approximately 12% of purchasing power on the untouched portion. Business

owners who would never accept a 12% haircut on inventory value rarely notice the same erosion

happening in their bank balance.

Key takeaway: idle cash is not neutral, it is a decision with a cost, and that cost is

measurable in dollars, not just lost opportunity.

02

Corporate vs Personal Investing: The Real Differences

Many business owners default to withdrawing cash as dividends and investing personally,

assuming it is simpler. It often is not the most efficient route. Dividends paid out of a Singapore

company are generally tax-exempt in the hands of shareholders under the one-tier corporate tax

system, which sounds attractive, but the company has already paid 17% corporate tax on that

profit before it ever reaches you. Investing the cash inside the company instead means the funds

keep working at the top line, without an extra step of extraction, and without triggering personal

cash flow needs that might tempt you to spend it.

The liability picture also differs meaningfully. Funds invested inside a private limited company

remain company assets, protected by the same corporate veil that shields your personal assets

from business creditors, and equally, exposed to business risk if the company itself runs into

trouble. Personal investing keeps the asset entirely separate from the business, which some

owners prefer for peace of mind, particularly in sectors with higher litigation or creditor risk. There

is no universally correct answer here. A trading company with thin margins and supplier disputes

might prefer to extract and invest personally. A services business with stable contracts and low

liability exposure might comfortably invest at the corporate level.

Tax treatment on investment gains also matters. Singapore does not tax capital gains for

individuals or companies in most ordinary circumstances, which is a significant structural

advantage regardless of which entity holds the investment. However, if your company is deemed to

be trading in securities as a business activity rather than holding them as long-term investments,

IRAS may treat gains as taxable income. This is a real distinction that trips up business owners
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who trade frequently inside a corporate account, so documentation of investment intent and

holding periods matters.

Key takeaway: corporate investing avoids an extraction step and keeps capital

compounding at the entity level, but it carries the same liability exposure as the

business itself, so the decision should match your risk profile and industry.

03

What Investment Vehicles Are Available For Company Funds

Singapore offers a genuinely wide menu of instruments a private limited company can hold directly,

and the founder in our scenario used a mix of three. The first was Singapore Savings Bonds and T-

bills, which as of 2024 have offered yields between 3.3% and 3.8% for the safest, most liquid tier of

the portfolio. These carry government backing and can be redeemed with relative ease, making

them a natural home for the portion of cash that needs to stay accessible within 6 to 12 months.

The second tier was a mix of investment-grade corporate bonds and fixed income funds, targeting

yields of 4.5% to 6% annually, offering better returns than bonds alone while maintaining moderate

liquidity, typically redeemable within days to a few weeks depending on the fund structure. The

third tier, representing the smallest slice of the $300,000, around $60,000, was allocated to a

diversified equity portfolio and select structured products targeting long-term growth, accepting

more volatility in exchange for a shot at returns above 8% over a multi-year horizon. Blended

across all three tiers, the portfolio targeted the 7% annual return referenced throughout this guide,

understanding that in any given year actual performance could sit meaningfully above or below

that figure.

Companies can also access institutional share classes of unit trusts and ETFs not typically

available to retail personal accounts, often with lower expense ratios, since minimum investment

sizes for these classes usually start around $100,000 to $250,000. This is one of the

underappreciated advantages of investing through the corporate entity rather than personally: a

business with $300,000 to deploy sometimes qualifies for fee structures a retail investor with the

same amount, spread across multiple personal accounts, would never see.

Key takeaway: corporate cash does not need to sit in one instrument, a layered structure

across government bonds, corporate fixed income, and equities can target a blended 7%

while keeping a meaningful portion liquid.

04
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How Much Cash Should Your Business Actually Keep Liquid

The single most important calculation before investing a dollar of company cash is working out

your true operating runway requirement, and most business owners have never done this with any

precision. A reasonable starting framework is to hold 3 to 6 months of fixed operating expenses in

fully liquid cash, calculated from your actual monthly burn, not your revenue. For a company with

$80,000 in monthly fixed costs, that means a liquidity buffer of $240,000 to $480,000 before any

surplus is considered for investment.

In the founder's case, his monthly fixed costs, including rent, salaries, and supplier commitments,

ran at approximately $65,000. A 6-month buffer therefore required $390,000 held in reserve. His

total cash position was $690,000, meaning $300,000 sat genuinely surplus to any reasonable

operating need, a fact he had never actually calculated before, having simply assumed all of it

needed to remain untouched. This single exercise, comparing true monthly burn against total cash

on hand, is what unlocked the decision to invest, because it replaced a vague feeling of caution

with an actual number.

Seasonal businesses need a more conservative buffer, often 6 to 9 months, given revenue

volatility across the year, while businesses with predictable recurring revenue, such as SaaS or

retainer-based service firms, can often operate safely on a 3-month buffer. It is also worth stress-

testing the number against a bad scenario: what happens to your runway if revenue drops 30% for

two consecutive quarters. If your buffer still covers fixed costs under that scenario, you have

reasonable confidence that surplus cash beyond it is genuinely available to invest.

Key takeaway: calculate your actual monthly burn multiplied by 3 to 6 months,

everything above that figure is a candidate for investment, not a number to guess at.

05

Section 13O and 13U: When Larger Sums Get More Options

For business owners whose companies, or personal holding structures, accumulate substantially

larger sums, Singapore's fund tax incentive schemes become relevant, even though they are

typically associated with dedicated investment vehicles rather than ordinary trading companies.

Section 13O, formerly known as 13R, applies to Singapore-incorporated companies with a

minimum fund size of $10 million, offering tax exemption on specified income from designated

investments. Section 13U, formerly 13X, applies to larger funds, generally $50 million and above,

and extends similar exemptions with fewer restrictions on the fund's corporate structure.

For most SME owners with $100,000 to $1 million in surplus cash, these schemes are not directly

accessible, since the minimum thresholds sit well above typical business cash reserves. They

become relevant in a different way: as a signal of the direction wealthier business owners move in

as their surplus grows, often setting up a dedicated investment holding company that eventually
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qualifies for these schemes once assets accumulate through consistent reinvestment. A business

owner investing $300,000 today at a targeted 7% annually, reinvesting distributions and adding

further business surplus each year, could plausibly reach seven-figure territory within 8 to 10 years,

at which point restructuring into a more tax-efficient holding vehicle becomes a genuine

conversation.

The practical lesson for business owners well below these thresholds is not to chase 13O or 13U

prematurely, but to structure investments now in a way that keeps future options open, using a

proper investment holding company rather than mixing investments into the trading entity's

balance sheet. This separation makes it considerably easier to restructure later, apply for incentive

schemes if the portfolio grows large enough, and keeps the operating business's balance sheet

clean for lenders, auditors, and potential buyers.

Key takeaway: 13O and 13U are future-state considerations for most SME owners, but

structuring investments through a separate holding entity now preserves the option to

use them later without a costly restructuring exercise.

06

A Framework For Managing Corporate Cash

The founder's restructuring followed what can be described as a three-bucket framework, and it is

a structure any business owner can replicate with a calculator and an honest look at their

financials. Bucket one is operating liquidity, sized at 3 to 6 months of fixed costs, held in fully liquid

instruments such as fixed deposits, T-bills, or money market funds, targeting capital preservation

above all else. Bucket two is medium-term reserve, sized to cover known upcoming needs over the

next 1 to 3 years, such as equipment purchases, expansion capital, or tax provisions, held in short-

duration bonds and conservative fixed income targeting 4% to 6%.

Bucket three is growth capital, representing genuinely surplus funds not needed for operations or

known near-term needs, invested across diversified equities, REITs, and select growth-oriented

instruments targeting the higher end of the return spectrum, understanding this bucket carries the

most volatility and should be evaluated on a 5-year-plus horizon rather than quarterly. In the

founder's case, the $300,000 surplus was split roughly 20% liquid extension, 40% medium-term

fixed income, and 40% growth-oriented, producing the blended 7% target while ensuring no single

bucket was overexposed to one type of risk.

This framework should be revisited at least annually, ideally alongside your company's financial

year-end review, since business circumstances change: a new lease commitment, a hiring push, or

a slow quarter can all shift how much genuinely needs to sit in bucket one. Treating this as a living

framework rather than a one-time decision is what separates business owners who invest cash

successfully from those who invest once, get spooked by a market dip, and pull everything back

into a zero-yield account.
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Key takeaway: split surplus cash into three buckets by time horizon, liquidity, medium-

term reserve, and growth, and revisit the split annually rather than setting it once and

forgetting it.

07

Common Pitfalls That Undo Good Intentions

The most frequent mistake is liquidity mismatch, investing money in instruments with lock-ups or

redemption delays that do not match when the business might actually need the cash. A business

owner who invests his 6-month operating buffer into a structured note with a 3-year lock-up has

technically invested the money well, but has created a serious operational risk if a client payment

is delayed or an unexpected expense hits. The rule is simple and non-negotiable: money you

might need within 12 months should never sit in anything with a lock-up or meaningful redemption

delay, regardless of how attractive the yield looks.

The second common pitfall is over-concentration, particularly common among business owners

who are used to making large, decisive bets in their own industry and unconsciously apply the

same instinct to investing. Putting the entire $300,000 into a single REIT, a single equity position,

or a single private fund manager exposes the business to concentration risk that a diversified

approach specifically avoids. A reasonable diversification guideline is no single position

representing more than 10% to 15% of the investable portfolio, spread across asset classes,

sectors, and where relevant, currencies. The third pitfall is emotional exit during volatility, pulling

funds out after a market downturn and locking in a loss that would have recovered given time.

Markets fluctuate, and a portfolio targeting 7% annually should be expected to have individual

years where returns are negative, sometimes significantly so, offset by stronger years elsewhere in

the cycle. The founder in our scenario saw his growth bucket dip approximately 9% in a rough

quarter roughly 18 months in, and the temptation to liquidate was real, but the position recovered

and ended the following year up 14%, illustrating why a defined time horizon matters more than

short-term noise.

Key takeaway: match liquidity to genuine need, diversify meaningfully rather than

concentrating on one position, and commit to your time horizon rather than reacting to

short-term volatility.

08

Step-By-Step: Getting Started With Your Own Idle Cash

Start with the calculation, not the investment. Pull your last 12 months of company financials and

calculate true average monthly fixed operating costs, then multiply by your chosen buffer period, 3
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to 6 months depending on your business's revenue predictability. Whatever cash sits above that

figure, across all corporate accounts, is your genuine investable surplus, and for many established

SMEs this number is considerably larger than owners initially assume.

Second, decide on structure: will investments sit inside the existing trading entity, or would a

separate investment holding company make more sense given your liability profile and future

growth plans. This decision benefits from a proper conversation, since it touches on company law,

tax treatment, and your specific industry's risk exposure, and getting it wrong is expensive to

unwind later. Third, build your three-bucket allocation based on your actual time horizons for each

portion of surplus cash, resisting the urge to chase the highest headline yield without checking the

liquidity terms attached to it.

Fourth, implement gradually rather than deploying the full sum on a single day. Dollar-cost

averaging a large lump sum into the growth bucket over 3 to 6 months reduces the risk of

deploying everything right before a market downturn, a discipline that costs little in expected return

but meaningfully reduces regret risk. Fifth, set a calendar reminder to review the entire structure

annually, checking whether your operating buffer needs have changed and whether your allocation

still matches your risk tolerance and business circumstances.

Key takeaway: calculate your true surplus first, decide on the right structure second, and

deploy gradually rather than all at once, reviewing the whole picture every year.

Idle cash sitting in a business account is not a safe default, it is an active decision with a

measurable cost, often running into tens or hundreds of thousands of dollars over a few

years once inflation and lost compounding are accounted for. The path forward is not

complicated: calculate your true operating buffer, identify genuine surplus, understand

the structural choice between corporate and personal investing, and build a layered

portfolio matched to your actual time horizons rather than chasing the highest yield you

can find. None of this requires becoming a full-time investor, and none of it requires

taking on risk your business cannot absorb.

If you are sitting on business cash and want a second pair of eyes on how much is

genuinely surplus, what structure makes sense for your situation, and how a framework

like this might apply to your numbers specifically, a conversation costs nothing and often

clarifies more in 30 minutes than months of second-guessing on your own. There is no

obligation attached to reaching out, only a clearer picture of what your idle cash could be

doing for your business instead.
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About Umar

Umar Yusof is a practising investor with direct experience across stocks, property, and business ownership, and

runs an AI-driven agency alongside his investment activity. He works with Singapore professionals and business

owners to build and protect wealth using his S.H.I.F.T. Method, a structured framework for turning idle capital and

scattered financial decisions into a coherent long-term strategy.

This guide is for general educational purposes only and does not constitute personalised financial advice. All figures and projections are

illustrative. Past performance is not indicative of future results. Please consult a qualified professional before making financial decisions.
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