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Disclaimer:

All information in this book is purely for educational purposes. The Information in this book is not
intended to be and does not constitute financial advice. It is general in nature and not specific to
you.

You are responsible for your own investment research and investment decisions. In no event will
Dr Wealth be liable for any damages. Under no circumstances will the Dr Wealth be liable for
any loss or damage caused by a reader’s reliance on the Information in this report.

All information are accurate at the point of writing. However, the economy and market may
fluctuate for various reasons. Financial figures and data were obtained from the official financial
report available to the public. Although we do our best to keep this book up to date, Dr Wealth
is not liable for any inaccuracies in the data and figures in this book. Readers are urged to
check the latest information and data.

Readers should seek the advice of a qualified and registered securities professional or do their
own research and due diligence.
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‘ WHAT IS CROWDFUNDING?

Crowdfunding is all about raising money from the public outside of the standard stock exchange. The
concept of crowdfunding can trace its history to the 18th century and even earlier, its modern
beginning was in 1997.

It was in that year that the British Rock and Roll group, Marillion raised funds for their tour through the
donations of fans.

Marillion’s success inspired the founding of ArtistShare, the first dedicated platform for crowdfunding
in 2000. Since then, more platforms have emerged.

In Singapore, the first crowdfunding platform to be organised is FundedHere. It offers both equity
crowdfunding and lending-based crowdfunding to investors.

Today, there are other platforms in Singapore offering crowdfunding to startups and investors.

There are several ways for investors to support startups, and earn a small return at the same time. Let’s
go through each one of them.

4 TYPES OF CROWDFUNDING

Here are the four types of crowdfunding:

V Donation
V Reward
V Debt

V Equity

1. DONATION CROWDFUNDING

In the donation model, the individuals giving out the money are not expecting anything in return for
what they are giving. Even if they are funding a business, they are not expecting to get a product,
service, or even a discount in return.

This model is commonly used for charities and for artistic endeavours. The participants do not expect
to get any kind of reward, except for the sense of achievement that they have helped a worthy cause.

2. REWARD CROWDFUNDING
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If you are an investor, donation-based crowdfunding model would offer little to no opportunities for
you.

The reward crowdfunding model is a lot like the donation model in the sense that the money invested
is for non-monetary reward in exchange. It could be a simple mug or even a T-shirt.

So why would investors invest then? The common reason is because they wish to be part of the
venture’s success. They may want to support a revolutionary idea or product, or the cause.

Among the four models, reward-based crowdfunding is the most popular. It is the kind of model used
in Kickstarter and Indiegogo, which are extremely popular in the west.

3. DEBT CROWDFUNDING (LENDING-BASED)

Debt crowdfunding is a financial transaction between the moneylenders (investors) and the
companies (borrowers). Typically, the borrower (company) agrees to pay back the principal plus
interest to lenders at a predetermined date. This resembles bonds investments.

This kind of model works well with a business that has cash-paying custometrs.

There are three main reasons for that:

1. Under this arrangement, the payments will usually start a few months later. That will give the
business owners ample time to get the business started.

2. The payments are normally based on a fix percentage cut from the business revenue, which is
desirable since most startups face cash flow constraints during their early growth phase.

3. Aseasonal business would not have a hard time meeting the payments, since it is based on
the revenue. If the business has little revenue coming in, then it will just have to pay a smaller
amount.

Debt-based crowdfunding is suitable for Small and Medium Enterprise since they are not likely to raise
capital through listing nor from institutional investors.

Singaporean crowdfunding investors can tap into debt crowdfunding for a predetermined income
through interest, seek diversification and support local enterprises at the same time.

Additionally, do note that you won’t be entitled to voting rights because you are a lender and not an
equity owner. Hence, you are unable to make any business decisions.

Here’s the list of Debt-Based crowdfunding platforms in Singapore:

V CoAssets — The first public listed crowdfunding platform in Southeast Asia. They maintain
offices in Singapore, Malaysia, Indonesia, Australia, and China. More than S$48 million worth of
transactions have been processed through the site. CoAssets launched Crowdfunders.Asia, a
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magazine that’s dedicated to anything connected with crowdfunding as a means of giving
back to the community.

V Funding Societies — This is a secure online platform that aims to help small business owners
to gain access to both institutional and individual investors. The name of the platform signifies
its aim of improving societies in Southeast Asian countries, through the giving of assistance to
small-time entrepreneurs. Funding Societies maintains its office in Singapore.

V MoolahSense — Is one of the pioneer platforms for crowdsourcing in Singapore. It was
founded in 2013 and is still going strong. Moolahsense is a peer-to-peer lending platform that
connects budding entrepreneurs with potential investors. According to their site,
Moolahsense has managed to facilitate a total of over $30 million funding issued to
entrepreneurs, through more than 278 completed campaigns. With more than 10,000
investors who are willing to provide funding to up and coming entrepreneurs, Moolahsense is
a one of the best debt-based crowdfunding platform.

V New Union — New Union is the largest business financing platform in Singapore today. It
allows small business owners seeking short-term financing to connect with potential
investors. Established in 2013 and launched the following year, New Union has facilitated
$46,159,440 worth of funds.
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‘ LIST OF CROWDFUNDING PLATFORMS IN SINGAPORE

CoAssets Funding MoolahSense New Union
Societies
Type of Debt-based Debt-based Debt-based Debt-based
Crowdfunding
Minimal $$1,000 $$1,000 $$1,000 $$1,000
Investment
Use of Escrow  Yes Yes No Yes
Agents
FeesInvolved  No fee from 1% service fee No fee from Account
For Investors investor’s end charges on investor’s end management fee:
monthly S$88
repayment

Account top up
fee: 0.1% of top
up amount

Insurance fee: 5%
of total fees
earned per

offering

Withdrawal Fee:
0.1% of sum
withdrawn

4. EQUITY CROWDFUNDING

The last model is the equity crowdfunding model.

Investors offer capital in exchange for a stake in the companies. This is similar to investing in the stock
market except that the companies are private companies rather than listed. Hence, the gains come
from dividends and capital when the share value increases.

Similar to debt-based crowdfunding, it is suitable for startups which often face cash flow constraint to
bring their ideas to market. Their innovative ideas and vision would also help them in attracting
attention from the media which helps them to effectively raise capital.

In the past, only venture capitalists and accredited investors have the financial ability to invest in

startups. But the introduction of equity _ has the a
and

has a the

DrWealth


https://en.wikipedia.org/wiki/Equity_crowdfunding
http://www.drwealth.com/venture-capital-singapore/
http://www.drwealth.com/accredited-investor-singapore/
https://www.drwealth.com/angel-investing-singapore/
https://www.drwealth.com/angel-investing-singapore/

