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We’re going to need a bigger boat

WORLD “...a $400 ftrillion global pension funding gap
ECONOMIC by 2050, or 5x the size of the global economy,

FORUM driven by longer lifespans and reduced
savings.”

Higher
contributions
(save more)

Higher
investment returns
(earn more)
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Hosting today’s discussion

Edwina Ho Paul Colwell
Director, Senior Director,
Investments Investments
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Retirement Schemes of tomorrow will be different from today
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Governance
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Governance

The future of Scheme governance

Fit-for-purpose Schemes

Enhanced decision making

System evolution and purpose
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Governance

@ Is your Scheme fit-for-purpose?
Defined benefit vs defined contribution

Member

Rewards LT employment v ?
Market risk X v
Sponsor risk v X
Employer

Liability risk v X
Stability of cash flows X v
Scalable ? v
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Governance

DC is now the dominant model

100% : :
Defined benefit
50%
+19%
319, 39%
0% Defined contribution
1999 2009 2019

Source: Thinking Ahead Institute, Global Pension Assets Study, 2020, P7 countries, including Australia, Canada, Japan, Netherlands,
Switzerland, UK, US
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Governance

@ Decision making has been challenging

84% 56%  38%

Making decisions Strategic initiatives Business

In an uncertain delayed — crisis distractions

environment mode mean no time for
Investment
Issues

There is a real fear that Governance has been impaired and

portfolios may be negatively affected

Source: WTW global client survey, April 2020.
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Governance

Making better decisions

Thinking Ahead Institute (TAI)
Research on better decision making ]
1in5

Thinking Ahead Institute
Thinking Ahead Institute

US DC schemes
i now use an OCIO
i provider*

ol 11

How to choose?

Better decision-making: a toolkit

December 2018

Thinking Ahead Institute

Source: * Callan Institute, DC Survey, 2020
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https://www.thinkingaheadinstitute.org/en

Governance

@ What will the retirement system look like?
Retirement Assets in Hong Kong

1,200

—MPF ORS0 DB* =—ORS0O DC*
1,000
800

600

(Billion HKD)

400

200 -

0
Dec-00 Dec-03 Dec-06 Dec-09 Dec-12 Dec-15 Dec-18

Source: MPFA website, as of 31 December 2019
*ORSO registered and both MPF/Non-MPF exempted schemes
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Governance

What will the retirement system look like?

System design

Employer involvement

Flexible

Alignment
Low cost

Outcome driven
Member choice
Service driven

VIX VKN S SIS K
A N N VX X X (|X

Admin outsourced
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Governance

What does success look like?

0% %  90%

Say “investment is Aim to “maximise Say “our organization is
one of several factors lifetime income currently devoting

that determine our rather than savings significant resources to
effectiveness / at retirement” administration and
success” operations”

Retirement schemes of tomorrow will have a broader purpose than today’s

Source: Thinking Ahead Institute, DC Best Practice Peer Study, 2019.
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https://www.thinkingaheadinstitute.org/en

Governance

The future of Scheme governance

Fit-for-purpose Schemes

Enhanced decision making

System evolution and purpose
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Investment
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Investments

The future of how we invest our assets

A shift to more stable returns

The rise and rise of sustainability

\J

@ The asset classes of tomorrow
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Investments

Why are portfolios becoming more diversified?
lllustrating the benefits of diversification

Performance comparison to 31 March 2020

10.0%
5.0%
0.0%

-5.0%

-10.0%

-15.0%
10 vyear 5year 3 year 1vyear 3 months

60/40 Equity/Bond index

Source: Willis Towers Watson, eVestment as at 31 March 2020. Past performance is not a reliable indicator of future returns.
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Investments

Why are portfolios becoming more diversified?
lllustrating the benefits of diversification

Performance comparison to 31 March 2020

10.0%

5.0%

-5.0%

-10.0%

-15.0%
10vyear 5 year 3 year 1 year 3 months

W Unconstrained Portfolio 60/40 Equity/Bond index

Similar

long-term
returns

Source: Willis Towers Watson, eVestment as at 31 March 2020. Past performance is not a reliable indicator of future returns.
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Investments

The rise and rise of sustainability

70 /O HK asset owners
signed up to the

UN PRI

Our investment

2l

approach in five The saying-doing gap
years is likely to

incorporate : :
sustainability The doing-impact gap

considerations to
a very material
extent

A holistic approach

Source: Thinking Ahead Institute, DC Best Practice Peer Study, 2019.
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Investments

The asset classes of tomorrow

Private Markets Technology drives
continue to evolve new asset classes

Opportunities in China
come to the fore
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Investments

Investment is a subset, and not a representative one
The $500trn global opportunity set

All-inclusive market portfolio

Public equities US$69trn

Currently held
US$90trm by most
pension funds

Debt securities

Cash and cash equivalents

Securitised and non-securitised loans US$106trn
Private businesses US$106trn
Real estate US$106trn

Forestry/agricultural land US$1itrn

0O 10 20 30 40 50 60 70 80 90 100 1O
US$trn
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Investments

Technology drives new asset classes

Artwork The Sun Exchange Real Estate

Blockchain and securitization will broaden the investment opportunity set
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Investments

The future of how we invest our assets

A shift to more stable returns

The rise and rise of sustainability

\J

@ The asset classes of tomorrow
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Member Experience
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Member experience

The future member experience

Paternalism vs Libertarianism

Communication with technology and innovation

Financial wellbeing
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Member experience

Paternalism vs Libertarianism
No clear winner in the battle

“People don’t know enough to

“It's almost impossible to tell if an
make informed decisions”

Individual is ready for retirement just

by looking at their employer pension

| would prefer to focus on B——

outcome than engagement”

“‘Right now, we speak as one
voice to many and that does
not resonate with all our
participants”

“The most important thing is to know

your customer: that's your competitive
advantage”

Source: Thinking Ahead Institute, Shifts for the DC organization of tomorrow
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https://www.thinkingaheadinstitute.org/en

Paternalism vs Libertarianism

Variation in survey responses

Focused on building the best

Reporting progress
possible default option. No towards the objectives of
further guidance provided lifetime income provision

|

|

| I

We offer extensive Reporting shows only
educational materials (and account balances and
advice) to help members investment returns
achieve best results

Source: Thinking Ahead Institute, Shifts for the DC organization of tomorrow

willistowerswatson.com
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Member experience

Communication

Our mission should be to help members understand and
value their retirement savings, and connect with their fund
at every stage of their lifecycle.

The member Is a customer

Keep the message clear

e People value different things

Listen and learn
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Member experience

Communication
The future of communications — technology enables member engagement

Media channels for communication / engagement

85%

administrator

(6%

intranet

35%

mobile apps

2%

social media

100%

emaill
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Member experience

Smarter use of technology
To facilitate communication and education programs

G & '
-
Personalised Online
videos calculators Mobile
apps

Can‘i?;gns Multi-channel Ca"ir;imre
Consistent messaging
Retirement Personalised projections I
projections t Actionable [Strong call to action] t Seminar
content

Personalised Data and Projections
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Member experience

Smarter use of technology
Virtual Focus Groups

your CEO

EW Jennifer

‘ MODERATOR

;;V,, Employees

v 8 @139 PARTICIPANTS ONLINE
- 59 PA APANTS O NE
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https://vimeo.com/282688148/c2eb2df4c0

Member experience

Financial Wellbeing

Hello, where are you In
your life at the moment?
Any of the below
sounding familiar?

BETTER CONTROL

Content = EHH

surl o browves

Self-service

Entry point
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Member experience

Member engagement tree
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Member experience

The future member experience

Paternalism vs Libertarianism

Communication with technology and innovation

Financial wellbeing
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Retirement Schemes of tomorrow will be different from today
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Thank You!

Please contact us at events@hkrsa.org.hk for the webinar playback if required.



Disclaimer

Willis Towers Watson has prepared this material for general information purposes only and it should not be considered a
substitute for specific professional advice. We have not taken into consideration your individual objectives, financial
situation or needs. You should consider its appropriateness in light of your circumstances and consider seeking
professional advice relevant to your individual needs before making a decision based on this information.

This material is based on information available to Willis Towers Watson at the date of this material and takes no account of
subsequent developments after that date. In preparing this material we have relied upon data supplied to us by third
parties and whilst reasonable care has been taken to gauge the reliability of this data, we provide no guarantee as to the
accuracy or completeness of this data.

This document may not be modified or provided by the recipient to any other party without Willis Towers Watson'’s prior
written permission. The contents of this document, whether in whole or in part, may not be disclosed by the recipient to
any other party without Willis Towers Watson'’s prior written consent except as may be required by law. In the absence of
our express written permission to the contrary, Willis Towers Watson accepts no responsibility for any consequences
arising from any third party relying on these documents or the opinions we have expressed. These documents are not
intended by Willis Towers Watson to form a basis of any decision by a third party to do or omit to do anything.

Towers Watson Investment Services Hong Kong Limited is registered with the Securities and Futures
Commission for Type 1 (Dealing in Securities) and Type 4 (Advising on Securities) regulated activities (CE No.:
AONB849). It is also registered with the Mandatory Provident Fund Schemes Authority as a Primary Intermediary.
The contents of this document is prepared for Professional Investors only and have not been reviewed by any
regulatory authority in Hong Kong. If you are in any doubt of the contents of this document, you should obtain
independent professional advice.
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Willis Towers Watson
17th Floor, Lee Garden Three

1 Sunning Road, Causeway Bay Changing Investment for the Better
Hong Kong
D esaaiesloo00 Willis Towers Watson has a flexible range of research-driven
F +852 2195 5600 . .

investment services to meet your needs, whether your
Willis Towers Watson’s Investments line investment program is large and sophisticated with significant
TR e S s internal resources, or smaller, resource-constrained and in need
name ‘Towers Watson Investment ) .
Services Hong Kong Limited’ with the of a cost-effective solution.
Securities and Futures Commission for
Type 1 (Dealing in Securities) and Type . . A
4 (Advising on Securities) regulated We can help yo_u_ln many wa_yg, from taking respo_nsmlllty for
activities. Itis also registered with the investment decisions to providing tools, and identify the

hanaelory Proviag™t FLINC Seeimes approach that best suits you. Our role is to create a
uthority as a Primary Intermediary. o .

competitive advantage for our clients.

The information contained in this

presentation is of general interest and

guidance. Action should not be taken

without seeking specific advice.

About Willis Towers Watson

Willis Towers Watson is a leading global advisory, broking and solutions company that helps clients around the world turn risk into a path for growth. With roots
dating to 1828, Willis Towers Watson has 40,000 employees serving more than 140 countries. We design and deliver solutions that manage risk, optimize
benefits, cultivate talent, and expand the power of capital to protect and strengthen institutions and individuals. Our unique perspective allows us to see the
critical intersections between talent, assets and ideas - the dynamic formula that drives business performance. Together, we unlock potential. Learn more at
willistowerswatson.com.
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