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Time to build a plan that secures financial freedom and legacy in retirement

= New survey shows Asians have retirement aspirations, but many fail to plan or consult an advisor
= Navigating inflation cycle effectively is critical to retirement savings outcomes

By Calvin Chiu, Head of Asia Retirement, Manulife Investment Management

How much savings do you think is sufficient for retirement? To live comfortably in silver age, your goal should not be merely
to accumulate assets. Prioritizing financial planning and leaving a financial legacy for your children and grandchildren should
also be considered to achieve financial freedom during your retirement years. However, it is the truth that failure to seek
professional help early on is a missed step for most people as they plan and review their options for achieving their wealth
goals.

As we start looking towards the future after a difficult couple of years, families need to plan ahead in order to ensure they
stress and worry less about their retirement, children’s education, and legacy planning. However, according to a survey!
recently commissioned by DBS and Manulife, couples are more likely to prioritize travel planning (45%) over their finances,
while only 32% of Hong Kong couples have discussed holistic financial plans, indicating that the remaining two-thirds of
couples do not have a plan in place for their future (see Chart 1).

Lacking financial and legacy plans for the future

Every life stage brings different priorities that require different investing approaches and strategies. Families may think of
exercising prudence, investing some of their savings on a regular basis, to reach their life goals in Hong Kong or abroad.
Planning early will allow families to grow their long-term wealth that can be passed on to the next generation.

Another interesting finding is that 62% of parents plan to leave a financial legacy for their children. Those who have made
plans intend to leave on average 65% of their wealth to their children. When initiating a legacy plan, only a quarter of parents
said they had spoken to a financial planner about how to build wealth and who will receive it, with just 14% having found a
way to minimize taxes when leaving a legacy. It’s notable that although a majority of more than 60% have legacy planning in
mind, far fewer people are acting now to build a legacy.

Chart 1 - Only 32% of couples have discussed holistic financial plans
Have you had discussions with your spouse or partner on...

Where to go on holiday when you can travel I 459%

Budgeting for everyday expenses 43%
Hobbies/entertainment 41%
What house/home to live in 37%

What to do in retirement IS 33%

Holistic financial planning for the future TS 32%
How to raise children 27%
Career ambitions I 06%
Inheritance/legacy for children 17%
Debt Management GG 6%
Writing a will I 14%
None of the above I 12 %

Do you think that you have had sufficient discussions on the following with your spouse or partner?
Base: those with partners (n=1174)
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Seeking professional advice early

In terms of their biggest life goal, achieving financial freedom is cited as the main life goal for 63% of all respondents in Hong
Kong. And here again, there is a discrepancy among Hong Kong citizens between their expectations for long-term financial
freedom and actual financial planning.

The same holds true when asked if they have sought professional advice. A third (33%) of Hong Kong residents said they have
never consulted a financial advisor for professional advice. This survey may indicate that seeking professional advice to plan
and align with wealth goals is an inevitable part of overall financial and retirement planning.

While the pandemic has upended the way we live and work, it has also prompted the world become more interconnected
than ever. It is increasingly important to maintain international financial capabilities to prepare for any opportunities that
may arise. The right financial plan can help individuals gain flexibility and diversification needed to access a wide range of
asset classes for long-term wealth accumulation.

Planning for retirement with inflation in mind

Another important factor to consider when planning for retirement is inflation. It’s extremely difficult to control inflation or to
accurately predict how it will rise in the future, but investors should not underestimate its destructive effects — even a slight
increase compounded over the years can lead to a heavy burden in retirement. Younger people are affected most because
they are further away from retirement age, which means high inflation erodes their purchasing power over a longer period.

According to Manulife Investment Management’s calculations, with inflation on the rise, investors may need to postpone
retirement to accumulate enough savings to cover their post-retirement expenses. For example, looking at three investors
aged 25, 45, and 65, respectively, who all retire at age 65 and have the same annual expected expenses after retirement, it
found that:

= A 40-basis point increase in expected inflation will result in a 21%, 13%, and 5% increase in retirement costs,
respectively.
= If expected inflation increases by 100 bps, retirement costs will increase by 53%, 33%, and 13%?2, respectively.

Given the example above, the three individuals may have to immediately increase their savings in their retirement portfolios
to offset the effects of inflation, so that they can withdraw the predetermined amount of real inflation-adjusted income each
year.

Investors should consider inflation if they are to ensure an investment appreciates over the years. If they do not have spare or
ready cash or choose to ignore inflation, the purchasing power of their assets will be heavily discounted in the future. An
investment portfolio’s rate of growth should keep up with or even exceed inflation. As young investors will not be retiring
soon, they can tolerate a higher level of risk. Therefore, their portfolios may focus on assets with a greater potential return, in
order to general real return on top of inflation.

1The survey was conducted from 25 January to 14 February 2022 and polled 1,409 respondents in Hong Kong aged between 21 and 65.

2 Manulife Investment Management calculations, as of 1 February, 2022. This is a hypothetical mathematical illustration only. This is under certain
assumptions about real interest rates and asset class returns of the multi-asset solutions team. Figures are based on assumptions as set out, and
individual circumstances and objectives may vary.
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About HKRSA

The Hong Kong Retirement Schemes
Association (HKRSA) was established in 1996 to
promote the interests and best practices of
retirement schemes in Hong Kong including
provident and pooled retirement funds. The
HKRSA is a not-for-profit, non-political
association, which represents retirement
schemes and their members, providing a forum for
discussion of issues of current and topical interest.

About Manulife Investment
Management

Manulife Investment Management is the global
brand for the global wealth and asset
management segment of Manulife Financial
Corporation. We draw on more than a century of
financial stewardship and the full resources of our
parent company to serve individuals, institutions,
and retirement plan members worldwide.
Headquartered in Toronto, our leading capabilities
in public and private markets are strengthened by
an investment footprint that spans 19
geographies. We're committed to investing
responsibly across our businesses. Today, plan
sponsors around the world rely on our retirement
plan administration and investment expertise to
help their employees plan for, save for, and live a
better retirement.

Disclaimer

This document is intended to be for information purposes only and it is not intended as promotional material in any
respect. It does not constitute any solicitation and offering of investment products. The views and opinions contained
herein are those of the author(s), and do not represent views of the Hong Kong Retirement Schemes Association (the
“HKRSA”). The material is not intended to provide, and should not be relied on for, investment advice or
recommendation. Information contained herein is believed to be reliable, but the HKRSA makes no guarantee,
representation or warranty and accepts no responsibility for the accuracy and/or completeness of the information
and/or opinions contained in this document, including any third-party information obtained from sources it believes to
be reliable but which has not been independently verified. In no event will the HKRSA be liable for any damages, losses
or liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or
liabilities, in connection with your use of this document or your reliance on or use or inability to use the information
contained in this document. This document has not been reviewed by the SFC. Any link to other third party websites
does not constitute an endorsement by the HKRSA of such websites or the information, product, advertising or other
materials available on those websites and the HKRSA accepts no responsibility for the accuracy or availability of any
information provided by linked websites.
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