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Mercer MPF Satisfaction Index

June 2021

Mercer MPF
Satisfaction

622




The More Engaged, The More Satisfied

Time Horizon Until Retirement

Members who are closer to
retirement age are more satisfied.

71.8

Members who are
age 55 or above

99.9

Members who are
below age 55

@ Mercer

Knowledge Level

Members who have better
knowledge on MPF feel more
satisfied.

64.7

Members who
believe they have
ood knowledge o

MPF

56.9

Members who
believe they do not
have good
knowledge on

Adyvice Seeking

Members who seek advice on
MPF feel more satisfied.

65.1

Members who seek
advice on MPF

351.9

Members who do
not seek advice on
MPF

Understanding of risk and return

Members who understand the risk and return of
MPF investment are more satisfied.

64.4

Members who
understandrisk and
return

58.5

Members who do
not understandrisk
and return
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Member's expectations

Top three expectations from MPF members in June 2021 Member’s expectations

(Apart from good performance and low fees) Lower fees 54%

1. Understand customers’ needs: 40%

Good fund performance and track record 48%

2. Provide comprehensive fund choices: 38%

Understand customers' needs 40%

3. Clear MPF benefit statement: 32%

Comprehensive fund choices 38%

32%

Clear MPF benefit statement

&9 Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved. 6



Existing Fund Choice preference

Top three Fund Choices from MPF
members in June 2021

1. Equity Fund: 62%
2. MPF Conservative Fund : 42%

3. Bond Fund: 37%

@ Mercer




New Fund Choices

53%
Besides the traditional fund choices, 1% 430,
most preferable products :
32%
. a . 27%
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New Fund Choices

Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved.



Thought about savings planning towards post-retirement expenses

* 13% of the people have never thought about it.

* 60% of the people have thought about planning for post-retirement

expenses but have not really started.

* 26% of the people have actually started.

&9 Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved.



Investment preference
For those who have started planning for post-retirement expenses

- Most people choose to buy investment o Investment preference

products (91%).

« Stocks (77%), Bonds (45%) and Funds
(43%) being the top 3 choices. 5% 23%

Stocks Bonds Funds

&9 Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved. 10



Coverage of post-retirement expenses

With With
gﬁgﬂgrtthe 45.8%  VCISVCIMPF
from MPF TVC and QDAP

Voluntary Contribution (VC)

Special Voluntary Contribution (SVC)

Tax Deductible Voluntary Contribution in MPF (TVC)
Qualifying Deferred Annuity Policy from insurance companies

@ Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved. 11



MPF TVC/QDAP/VC and SVC

Previous This
Fiscal Year Fiscal Year

» Averagely year contribution in HKD

@ Mercer

Next
Fiscal Year
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REITs in Retirement Funds

A brief overview and recent news Retirement funds Allocation to direct

] in RoOW roperty or REITs
Recent approval of REITs in MPF _ PToperty
Nest 2040 Retirement

« Hong Kong’s Mandatory Provident Fund Schemes Fund (UK) 3.8% (30/06/21)
Authority (MPFA) has recently relaxed regulations
for REITs to be offered in the Hong Kong MPF Nest Ethical Fund (UK) 8.4% (30/06/21)
Aviva My Future Focus

— The 10% aggregate investment cap on Hong
Kong REITs was removed with effect from _
May 2020 (i.e. MPF funds may invest 100% in Aviva My Future Focus 1.9% (30/06/21)

Consolidation (UK)
Hong Kong REITSs)

0
Growth (UK) 7.7% (31/07/21)

Aon MySuper High

— REITs listed in Canada, France, Japan, Growth Portfolio (AU) 7.0% (30/06/20)
Singapore or the Netherlands are restricted
to a maximum of 10% of the assets of MPF Mercer High Growth 7.4% (30/06/21)
funds (AU)

Source: Nest, Trustnet, Aon & Mercer
Source: MPFA, SFC

&9 Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved. 15



REITs and Equities — How do they differ?

* Owns and operate properties to
generate revenue

* Must distribute at least 90% of
taxable income to shareholders

* Do not pay any corporate tax —
“pass through” companies

*  Primarily through rental income

Return Driver « Capital gains through property
revaluation

* Quality of the property portfolio
Risk Driver «  Quality of Management
* Interest rate

Equities

Claims of ownership in a
corporation

Discretionary dividends
Companies are required to pay
corporate tax

Dividend yield
Earnings growth

Expectations of companies’
future earnings and perceived
growth

Due to the ‘pass through’ nature of REITs, they tend to offer a higher dividend yield than property-related equity

funds

&9 Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved. 16



REITs with Other Asset Classes

Global REITs vs Global Equities(Total Return)

o Indices Yield
350 (As of July 2021)
el S&P U.S. High Yield Corporate Bond
.S. .
250 Index 4.47%
200 :
o FTSE EPRA/NAREIT Global REITs index 3.18%
100
Bloomberg Barclays Global Aggregate 0
50 Bond Index 0.98%
0
EIEN N N Y\ Y TN - B R RN TR S
5"”0 5"’0 5'?’0 5"’0 5’00 5'?’° 5'?>° 5’0° 5'?>° 5’b° 5’0° 5‘b° Source: S&P Dow Jones Indices, State Street Global Advisors, FTSE Russell
= FTSE EPRA/NAREIT Global REITS  ====MSCI ACWI
CTSE ERPA/NAREIT Global o Correlation with Global REITs
REITs
FTSCEI;?&FI";{EQZE'T REITs are more correlated
Total Return Standard Total Return Standard to the equity market than
Deviation Deviation NCREIF Property S ) - ]
1year 37.80% 15.35% 33.75% 14.38% Index Total Return ez illiquid private properties,
3 SO It Is |mportant not to
ear (p.a. % .66% 27% .92% 1 1
year (p.a.) 8.60% 20.66% 14.27% 17.92% assume investment in
Syear (p.a.) 5.06% 17.04% 14.39% 14.45% MSCTACWI REITs is the same as

Source: Mercer

@ Mercer

Source: Mercer
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What MPF members should understand about REITs?
Inflation hedge and implications on the MPF market

Inflation Hedging Benefit REITs in the MPF market

Chart1: REIT Dividend Growth per Share vs. Consumer Price Index
1998-2018 —

50% Qﬂmﬂm\
9, u RET Dividend Growth Y

Consumer Price Index

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ° REITS are ConceptuallyaSU|tab|e Investment Wlth
Source: Nareit
its income stream, but we note that in MPF, the
* Real estate rents and values tend to increase when income is reinvested into the same REIT
prices do  The recent approval of REITs will be welcomed by

» In all but three of the last 20 years, REITs’ dividend
Increases have outpaces inflation as measured by
Consumer Price Index

&9 Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved. 18

MPF managers and will contribute to development
of MPF products



Hong Kong REITs outlook

Hong Kong REITs market China REITs market

There are currently 11 REITs listed in Hong Recently, 9 new REITs were launched in China

- Listed in Shenzhen: 4 and an aggregate
market cap of CNY 14.6bn**

cap of HKD217bn* - Listed in Shanghai: 5 with an aggregate

market cap of CNY17.7bn**

Kong and the top 5 have an aggregate market

Underlying properties are all commercial

buildings such as offices. Underlying properties of these China REITs
include China infrastructure assets like roads and
sewage plants.

» Developments can be anticipated for China onshore REITs being offered through the Stock Connect, and therefore a
permissible investment by MPF asset managers.

*Source: HKEX, data as at 1 Sep 2021
**Source: Bloomberg, data as at 1 Sep 2021

&9 Mercer Copyright © 2021 Mercer (Hong Kong) Limited. All rights reserved. 19
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Evaluation form for webinar

QR Code for immediate action - scan & fill in

We are glad to have you joining this webinar and
would like to collect your opinion for improving
our upcoming events.

Evaluation form to be sent via email to you.
Please complete and return to us.

https://survevhero.com/c/kregcfa9

*No personal data including email address will be
collected by us for this evaluation*
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Webinar Series of retirehk.com: Investment Journey for Life 2.0
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o I {% Topic: Multi-asset funds — One-stop retirement solutlon

retirehk.com 13 OCtOber, 2021
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Stay tuned to our next Webinar on 7 Oct

Topic: Sustainable Retirement Income Solution
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