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Our new website will be launched soon, stay tuned!
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With longevity, ageing and the build-up of potentially massive retirement gap, we believe providing
objective and one-stop-shop retirement related resources shall be valuable to individual’s retirement
planning and thus leading to the retirement system success - which is the mission of the HKRSA in leading

and promoting sustainable and better retirement outcomes.

This newly launch website will bring you a newer and smoother experience via different devices to cope

with the century pace. Stay tuned!
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HKRSA Seminar — Theme: Exploring More about Post Retirement Solutions

Exploring More about Post Retirement Solutions

Vi

Increased life expectancy has become a challenge for
the public retirement system in Hong Kong with
people worrying whether their savings are sufficient
for a longer post-work life.

A seminar by the Hong Kong Retirement Schemes
Association (HKRSA) on January 16 brought together
stakeholders to share their views on the development
of third pillar pension products, and how individuals
should select financial solutions to address retirement
needs.

Mr. Raymond Li, Executive Director and Chief
Executive Officer of Hong Kong Mortgage Corporation
(HKMC), provided an overview of the retirement
products launched by the government mortgage
company. He said the reverse mortgage programme
introduced in 2012 allows property owners to use
their flats as collateral for monthly retirement
payouts. According to Mr. Li, it was the first
retirement product to address longevity risks in Hong
Kong, a city with the highest life expectancy in the
world. “Over the past six months, we’ve seen the
volume of our reverse mortgage grow as people
wanted to lock in the high property value,” Mr. Li said.

The second speaker was Mr. Joseph Lee, Director of
Product Regulation Division at Mandatory Provident
Fund Schemes Authority (MPFA), which supervises
the city’s largest public retirement plan.

According to Mr. Lee, the majority of the existing
400plus MPF funds have high exposure to market
volatility. He said the MPFA was working with the
industry to develop principles for designing retirement
solutions, which should be “outcome oriented”, and
the two major goals should be to beat Hong Kong
inflation, and provide long-term income payout.
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“The retirement solutions also need to be transparent
and easy to understand with an appropriate fee level.
[The] performance should be reviewed on a regular
basis,” he added. Mr. Lee said the MPFA has launched
the Investment Solution Lab to encourage MPF
providers to design retirement solutions using these
principles.

After his speech, he joined Mr. Li, Ms. Ka Shi Lau,
Executive Committee member of HKRSA, Managing
Director & Chief Executive Officer of BCT Group, and
Mr. Raymond Ng, Vice President and Head of
Employee Benefits at Manulife (International) Limited,
in a panel session moderated by Mr. Alan Taylor,
Profile & Event Subcommittee member of HKRSA and
Chairman of investment consultancy AT Associated
Hong Kong.

According to Ms. Lau, a majority of MPF members
have “extreme” investment behavior. She said some
members are “disengaged” from portfolio rebalancing
and put all their money into conservative funds, while
others are overly active in portfolio reallocation. She
said they should consider whether their savings are
“sufficient” for retirement, and whether their
behavior is “healthy” for portfolio reallocation.

Ms. Lau said MPF providers also need to provide a
more comprehensive platform, including risk
assessment and asset allocation advisory services, and
a balanced mix of funds for their clients.

Meanwhile, Mr. Ng said a recent survey by Manulife
found that most MPF members preferred to withdraw
their MPF savings in a lump sum once they reach 65
years of age. Many respondents said they are
considering reinvesting the capital in risky assets such
as stocks and property, a risk-taking mindset that Mr.
Ng described as very “worrying”.

But the survey also found strong demand for income
distribution products. Mr. Ng suggested that MPF
providers should put more effort into developing
these inflation-linked income products to meet the
demand. He also said MPF providers should use plain
language to explain their funds to plan members and
improve transparency so that they can understand the
fee structure.

Mr. Taylor concluded the panel session by highlighting
annuity products as a “partial solution” to address
longevity risk. He said regulators and MPF providers
should work together to facilitate the development of
these products.
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Premier Sponsor Column

We are delighted to have articles contributed by Schroders, AIA, BCT, Franklin
Templeton, Manulife and Mercer to provide us insights on how can we better plan for
our retirement. Stay tuned for more articles in June 2020!
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Feast or Famine:

Schroders

Building better post

Wiy i post-retirement investing o dificult? What

luti WEERE

* Smbary conametlon s rk s peopls may

do paople v
ight answer?

In short, are many complex Issuss
inwolued in g et slutions: insuflicent
1ing, low hondrate, e finanets inoutadgs,
opaque  products,  regulstions,  operationsl
constraints, pelitical prosaures, and the role of the
State a5 3 safety net, to highlight  few. Thess
challengosare well known.

Retirementis full of uncertainty

added 1o hese challenges is an amay
uncertainties that geople need to consider when
planning for their relremen.

heie  oxperciture  in
retrement due o underesumating the
amount of goods and services they need
during the periad. what 15 most diffiat 1o
estimate are potentid ‘shocks i
consumption nosds, which may come from
unempedtss medial  erpenses, oy
emergencies, major home regairs and
nvesiment fsse. Anotvr way 1. vhh
consumpion can change unespestedly s due
tochanges In govemment pollcy; for example
the agplication or removal of subsicies for
retirees.

* Inflation risk cornes i a5 inflation will increase:
the price of goods and sendces pecgle
consume over time, snd inflation can go up at &

longer then expected and not having €nough
Savings 10 sk, Thi 5 1 act 5 iEn eant ok s
the percentage of the Hong Kong population
330 60 and abowe 15 Cxpected 1o 1ise from 2%
in 2013 to 42% In 2050, These fgures are
Figher than the whale.of East Asia and Pacific,
where the somparator figures are 16% In 2013
rising to 31% in 2050.¢

o

Investment car b ek whe prople earm loss
then expected on savings scoumuated to date.
This indudes both ireullicient growth net of
foes 35 wel a5 the rik of experienang g
losses near the star of refiremert.

Figure! un

Late
* Retirement

o B, s fcm worans g regoremtas st
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Whila thera is nio wa to control where Wfe wil taka us, when it comes to our quality of kfe after retirement, we

cannot depend on luck alone. We need 3 cound retirement plan

Hong Kongers are unprepared for retirement

Our latest WA Desred Retirem:
“Survey) reveals that when planni
Hang Kangers are "sawng too it and startng too
Ite, " With Survey respongents sHOCSTIng JuSt HKGS, 289
[median] momtly to their retmment saings o
Investments. Worryingy, nesry half [46%] of the
respandents da ot have a dear swings or investment
plan for retirement and do 1ot epect ta Start doing 5o
untiltneage of43.

Three keys for successful
retirement planning

52 haw should we start plannirg for retirement? Here
are three key things to remernber.

4 setdesrgols o kg about your el culey of
e a emment. 1hi will help o budget the
el ol

Stick 1o your plan and bo parsitont with your
contnbutons. The eariier you start sawng the mare
vou wil benefit from compeund growth and cptimise
vourretums;

Grow your finanaal management knovisdge end
bbbt i ssons iy

Start by being more active in managing your MPF, like
reguarly reviewig your inestment  portfolio,
consolidating your MFF sccounts, and adjusting your
fund choices as market condltions change.

(85221470030 Email info@hkrsaorqbk  Webste www hirsaorghk
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Individual actuarial cabeulations fer eah resgendent
further revealed thal 8% of respondents wil heve
msufficent retirement resenves with an indvidual
shortfall of HKS2.01 million,  record:high amang all
previaus Surveys. These “underachievers” will ither
have 1o postpone their retirement by 10 years or
raduca their manthly IMng experses by HKSS, 656
therefore cucial that peogle start

edian)
planning for retirementas early as possible

Take advantage of TVC and QDAP
tax deductible products

o, ey to-undordand fnsncia
oo an Akt e e b, ppie e
thesr rotiemant protechon, Some men offer tax
berefils, such a3 MPF Tax Deductidle Volutary
Contrbutions (TVC) and Qualfying Deferred Anmuity
Policy (ADAP) irtroduced last year, with a combined tax
degueton limit of up to HKSEO000 per taxpayer per
yer.

The TVC, for example, allowss emeloyees to adjust their
contribution medss and smouns according to thelr own
profomences and noeds. With a varsety of fund choices
and 2 contribuicn amount as low as HKS300 per month,
the TVC prowics a flexble a0 convenient way to Save
for rerirement,
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Retirement-ready: BCT
From deficitto adequacy EEEE

How do you want your Ife ta be when you retie? Your re
rogulary. plannin.

ement deperds on how you plan and act on 1t
out retirementwillbe.

MPF makes a difference in your
retirement

Hong Kong people are not
retirement-ready

In Hong Keng, an alarmirgly high number of pecple are  BF matiers when It comas fo retirement success, given
ot refremen:ready, According te Frenklin Templeton st most werking paorle n Hong Kong Faue t lexst on
2019 BISE Survey, more than hall of the sumey  woF panden aceount, Althoigh the 10% mandstory
respndents of pre-retiremert age in Hang Keng had't  contrisutions (MC) from employers and employees seem
started saving lor retiment, od over hal were  |oirfint ang are ssd to be msuffcent for
worried sbout ruaning ot of mo A5 retiement MPF s, In fact ¢ cuclel part of your
you know, Heng Kong has s rapicly ageing populsion, 35 rarimment  savings which 15 assy fo mmplement to
pecple have longor o cxpectancy, th nood 10 530, | momye savings rate. AGcording 10 the ASPPA Jourmal’s
Imves and grow their savings efectively becomes MOre  artice ttled “Retirement Success: A Surprsing Lok Into
pressing the Faciars. that Orive Posiie OUIOMES”, SV rato
Unfotunstaly, mast people dort know how t0 lan, 11 1 et e ey e
plan poorly or dor't bather 1o plan 31 3, whch Ie3Ves  aanal assessment and intervenon (4K, and aset
them with a big recrement savings gep that OUtINES  quainy (i), Tarmfors, wih 4 higher Savings rate m
their assets. Whist some pecgie rely on personal  wp, 1 1z mare lkely for people 1o retie wih adeguate
savings and some on socll securtty, one of the  savings Without deterioratng Iving standerd or bying
mistakes that a 1ot f Heng Keng people sctuslly make

15 averlooking the power of various retiremen savings

vehicies such as MPF and missing ut on appoMtUNITiES

to maimize their retirementsavings.

R —

The Relative Importance of the

e Teroment Succms. A Sgrisng oot o et it Orive
ve Cuicomes . e ASPPA kYol 41, s 3 Smmer 2071}
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How “retirement-ready” are you?

Pedpie In Hong Kang and manlan Ching aren't sawng
encugh for retrement, runring the risk of culiving
assets during ther golden yeers, according to Franklin
Templeton's. 2019 Hetirement Income Strategics and
Expectations survey (the “sirvey’
e ol ] e of e e
g options and are comfortable with what

You may think i s too early 1 plan., bul i's never tow
eariy.. Here's some key findings from the survey:
+ Mare than half of the survey respondents of gre-
reticement sge In Hong Kang,(57%) and maintand
China (61%)] haven' startee aving for reiy
Nost of thaso that are taking stops ta propare
e el S bt ke e o
retirement i
s i R R R
s high, but even those already saving may not
have enough to generate the retums they need.
Most respondents recognize heir exgemies wil
e ol bie ooy ok e
sumey respondents in Hong K ied
sout running out of money durin
- S e i e e e
means many could potentially miss out o
opportunities o mazimizs their savings.

change in reticen

Hong Kong and Mainland China
Aren’tRetirement-Ready

Years of ecorcmsc grawth in Hong Kong and China have
Drougm sodal, econamic and demograpnic changes,
inciuting the challenges an aging population poses. Our
latest reseaich, Suggests that publc atutudes tawards
Saung aren't keeping pce with the Ikely reeds o the

futur

Te (852) 2147 0090
Likgal)
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The suruey reveals that 575 af respordents INn In Hong
Kong hase ot starled planning or saving for tetieement
Wil murmbers of non-savers ore highest ameng younger
pecpk, the survey shows sgnficant murters of pecple cver
50—those dosest to retirement—havenft started saving, 10
Hong Kong, 407% of reporents aged 50 and sbove havent
begun retiremert preparations, whie for those in maiiand
Chinatheaumber iseven higher ot 4%.

ising Savings Gap Awareness

In many parts of the wort, a comfanadie retrement
requres o sufficient level of retirement savings and
Investents.

Respenders n Hong Keng (77%) and malrland China (68K)
are strassed when ey think about seving for the goklen

There are moxed signals sbout the extent ta which
resgandents appreciate the implications of the relrement
suings g T mingst b redminart smang. e
Youngest respondents in Hang Kong, whe sad they'd ssve
the same amount for retement 3 otrer age grougs 3
o, s, aknomledEn that i aound 30 Yeas e
inflation coutd mcreasel v costs.

The suvey suggests many peogle o aware of thoir
unveskstie expectanons, bath in underestmang the size of
thewr postretrement needs and n underestimatng the

to service those needs. Pot
phammaceutical expenses top the
retirament, ccording to around half the respondents. This s
Gt et o Vo~ s el oty ot
showed that health expemes in
rn\rvmbmmvrviwmn(mn‘

I case funds saved are not enough for retirenent, nearly
half of Hong Kong respondents (45%) said they will cortinue
weriang and postpone retremant. Those n mairand Chins
5316 they woukd cons der finding & sacond job to supplemant

[33%)

Hxesh ]
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Hong Kong's Pension Reform Journey:
Insights from a multi-pillar approach

Seiemic domographic shlts havo strainod pamsions
systems woduite. As eqe of the more developed
persion markets in Asa, Hong Kong i ot immre from
these gobal trends. In 2018, the number of peogle aged
65 or aiove around the wordd exceeded e under five

Due ta the termtory's notoriously RIgh cast of INng,
evidance has suggested a notable shartfall for people
to sustain thelr post.ratirement lifestyle. Thus, pension
design n the future Is Iikely 1o shift from asses

‘years of age for the first
tiues to Incresse, with people born In developed
countries since 1997 now hauirg 8 50-50 chance of liing
beyond 100 yearsl. In particdar, Hong Kong has the
werkf's mast longved population, with women
expected tolive pass £7yoars and mon overl

What mightwork in Hong Kong?

W unierstand from cur past experience that thrs s no
oresmfsal solfion Howsver, 3 system that
indusks 3 combination of scluticns from & mult-pilar
Hramework seems to be a good way to address the need
for change. For instance, the Worle Bank has previously
cutlined a fivepilar pension lramework {Chart 1), 1t has
also proposed wsefd ormtem o evaluate
performance of persion Systems on the basis of fve key

wstcomes: eficency, sustanabity, coverage, adequacy
and secuity.

The Mangatory Provident Fund (MPF) servis a5 ane
main source of required redrement Income for many.

and ermpleyees, snd tanding at about 70% of the -
emplojed, s 3 mandatory, fullyfunded and defined
contriution system, the MPF s sustainable by design,
and seanity is asured by the ely’s sound kegal and
financia systems as wall as the MPF's robust reguiatory.
and supervisory regime.
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acoumulaticn to providing lifetime income in the form
of

The Werld Bank's five-pillar pension framewark

Source Work Bonaic Fru, 201, Mot vasmare Manogermant 3315
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Planning for Retirement

Introduction

I this pager, we cutine 3 simple gude for Hong Koy
incividuals on the investment tools and vehicles availstle
for their retirement planning.

Livinglonger

ccordng 1o centre for eshth Prowectin, the e
exectancies at birth in Hong Kang have steadily improved
in the pest e decades, from 67.8 years for meles end
75.3 years for femabe in 1971 10 82.3 years and 8.7 years
In 201" In simple ters, this means sround sdditionsl
5,300 and 4,500 days of precious time on ths Carth for
males and females respectiety, and the need to. ook
¥

The investment fecyele con be g8t into thvee stages: the
accumulation stage, the preservabon slage snd the

Unfortunately, the cost of living may not fall very much  Accumulation stage refers to aarly o midtarm of carcer
when an ininidual retires. Liing expenses and medical  Stages, where Indviduals can save thrcugh regular income.
faes can stll be burdensome. Accordng o 2 Household N0 can expect increases to salaries 10 help mestintresses
Expendture Survey conducted by Hong Kong Census ard  in the costs of lving. Tysicall, investrent portioios will
Statistics Department’, on sveroge, the per capta SBT3 Erowth Bias, allocatng to mskier assets lke
expenditure on food, comumer goods and serices  SUINeS In thiS Stage. ARROURR risk appente would vary
HX59,253 per month. ‘dapending on the Indivigual's imancil cemmaments

With ragard 12 retirement inmme, th

e o v e e A e et bk o

e of the riks to schi g term rebrerment

sumert conduczd by The onenaation for L oL R L R e
Emam Coaferston and Derslopment (GECOL WY caraity of outcomes, wih focus on proction 2gait
a5 below the average of DECD countres, L. 53K, ’

inflation and market vlatity.
mmhﬂleﬂ with the face that the rate of house ownership A

of around 565 & much lower than compareble OECD  During the decumulabion stage, indhadusls wall start
countries, may also ndicate sn even wider gap i liqudsting investments 1o meet casflow nesds. At T
retiramentweskhandliveg costs for Hong Kongretirees.  stage, the portolio tends o be more defershe and

focusedcnincome gensraton
A vioring nch S can DU R her s racuaky s

different imvestment tools to meet the retirement needs, 1o allow a smaoth transdion through these stages, it is
unty aworenes of how they may acjus thex sset PSSt T plan and be aware of e tools and resources

ment o

The chart below hes briefly intiouces the 7steps fort

e
.__..
Té (8220470000  Emal mofibhrsaciank  Websle waw hasaorg b o
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Theme of the Year — Retirement beyond Dollars and Cents

To a lot of people, retirement planning is usually about
the financial aspects after ending one’s career. But in
fact, with increasing life expectancies, retirement can
last for many more years nowadays and retirement
planning should go beyond just finances to make
everyday more fulfilling. It can include a wide range of
activities — some goal-driven, some purpose-driven and

some enjoyment-driven. Everyone’s retirement is
unique, so by understanding your own needs and
finding out the different options, you can prepare
yourself for a seamless transition from your working
life to make retirement the next most exciting and

fulfilling phase in life.

Good IVIPE Employer Award 2019-20
open torapplicationsitrom 1" April

The 2019-20 Good MPF Employer Award, organized by
the Mandatory Provident Fund Schemes Authority
(MPFA), will be open for applications and nominations
from 1 April to 30 June 2020. The annual Award aims to
recognize employers that have been committed to
enhancing the retirement benefits of their employees
since 2015. The response in the past few years has
been encouraging. Now in its sixth year, nearly 1,800
companies and organizations have been honoured as
“Good MPF Employers”.

To specially commend and give public recognition to
employers that have made continuous efforts to further
enhance the retirement protection of their employees,
employers who fulfil the relevant requirements will be
presented with one or both of the following NEW
awards:

e Good MPF Employer 6 Years
Employers receiving the Good MPF Employer Award
for six consecutive years

e Best All-round MPFEmployer
Employers fulfilling ALL five criteria below:
(1)
(2)
(3)

Received the Good MPF Employer 6 Years;

Offered more than one MPF scheme;

Offered MPF voluntary contributions for selected
or all of their employees;

(4)
(5)

Received the e-Contribution Award; and
Received the MPF Support Award.

(852) 2147 0090 Email info@hkrsa.org.hk

K1 | The Hong Kong Retirement Schemes Association

This year, the Award covers the period from 1 April
2019 to 31 March 2020. Employers wishing to apply for
the Award can simply submit an application online on
the MPFA’s Good MPF Employer Award website.
Alternatively, employers can submit their applications
by email, fax or post. Employees are also welcome to
nominate their employers by submitting a nomination
form.

The MPFA will present Award Certificates to the
awardees, and their names will be listed on the MPFA
website for public access and recognition. They will be
invited to MPFA events and will receive the latest MPFA
updates. Awardees are also entitled to use the Award
Logo on their website and promotional materials until
30 September 2021. They may also be invited to share
their experience with the public through various
promotional channels!

Don't wait, apply now, and be a Good MPF Employer
for 2019-20!

Website: www.mpfa.org.hk

5th Anniversary
=/ [& &

Website www.hkrsa.org.hk
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Upcoming Events

Upcoming HKRSA event

Fee: Free | Language: English

HKRSA Webinar

Date & Time: 15 May 2020 (3.00pm —4:00pm)

Date & Time: 5 June 2020 (3.00pm —4:00pm)

AGM & 24 Annual Dinner
Date & Time: 17 September 2020 (6:30pm onwards)

Venue: Concord Room, Renaissance Harbour View Hotel

APIC Submit (co-host by APIC & HKRSA)
Date & Time: 23-24 NOvember 2020

O S UM C R E e C A CHE A C R CS

Upcoming external event

HKIB Annual Banking Conference 2020

Date & Time: 28 September 2020 (9:00am-5:15pm)

Venue: N101, Hong Kong Convention and Exhibition Centre

Event website: Bankingconference.hkib.org./hkib2020

Members who are interested in the external events can register with the respective organisers.
More details to the above events can be found in HKRSA’s website.

Produced by the Member Communication Sub-committee

Tel (852) 21470090 Email info@hkrsa.org.hk Website www.hkrsa.org.hk CHE2SA |
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