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What’s on Today

Halfway Towards a Mature MPF System...

N\
@ How much have we saved at MPF accounts? Market and BCT members
\

‘ “Adequate Savings” is the Key for Retirement Funding
|

Investment Behavior and Portfolio
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How can we make the most with the accumulation phase?
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Substantial Growth of MPF Asset — Reached $1 Trillion!

MPF AUM & Net Contributions (1.12.2000 — 30.09.2020)
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Source: MPFA’s presentation dated 4 Nov 2020 - 20 Years of MPF — A Juncture for Review & Preview
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How much MPF assets does a member own?

10.1 million Amount of assets per member SZ 17,000
MPF Accounts

90,000 accounts set up in 2000 and received
4.46 million contributions continuously

I\;cheme Assets derived from MC per account $42 3; 000
embers

Source: Data as of end of December 2019, in the “Statistical Analysis of Accrued Benefits Held by Scheme Members of Mandatory Provident BCT

Fund Schemes, MPFA” dated September 2020
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Number of “MPF Millionaires” in the MPF System

Distribution of Accounts by Range of Accrued Benefits
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Fund Schemes, MPFA” dated September 2020
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Take a Look at BCT MPF Millionaires

Among BCT’s members having assets > $1 million
82.4% are Regular Employees (i.e. making regular contributions)

92.2%

11.7%

While those figures are at low single digit in total member base

Source: BCT’s data as of end of August 2020 BCT

BHEE
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eBehavior of BCT MPF Millionaires

63% of them have logged into their
accounts in the last 12 months

BCT Smart Assistant X

D Hi, ’'m MACY.
Feel free to ask me

about MPF.

BCT
@ Journey

vs 14% among all members

sesEoRER

Source: BCT’s data as of end of August 2020 BCT
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What are their fund choices?

Asset Allocation WEIGHTED RISK LEVEL

ml-14 m15-24 m25-34 m35-44 m45-5

A3% of them invested in funds
at the 3.5 - 5 weighted risk level

vs 30% of total members

Source: BCT’s data as of end of August 2020 BCT
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Build the Strong Pillar 2 and 3 to Tackle the Adequacy Issue

World Bank’s
Five-Pillar Model

T T [ T 3 T

non-contributory mandatory Mandatory, * voluntary

blicly-funded icly- ; Voluntar * public services,
publicly-funde publicly-managed privately managed, Yy rae

pension or social mandatory fully funded savings and personal
security schemes contributory plans contribution system assets
Hong Kong
Old-age . .
g « MPF System ity Family support,
allowances & s Occupational contributions to subsidized
Comprehensive Nil . MPF .
. . retirement . housing &
Social Security h * Personal retirement health
Assistance Scheme senemes savings ealth care
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“Adequate Savings” is the Key for Retirement Funding

The Relative Importance of the
Drivers of Retirement Success

Actuarial
Assessment &
Intervention
4%

Asset Quality
2%

Asset
Allocation
20%

Savings Rate
74%

Source: ASPPA Journal Retirement Success: A Surprising Look into the Factors that Drive Positive Outcomes, David M.
Blanchett, QPA, QKA and Jason E. Grantz, QPA, 2011
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Employers and Employees can Do More!

Amount of Voluntary Contributions (ER/EE VCs)

HKS million received over the past 10 years %
14,000 18 1H 2020

12,000 16 HK$ 7,142 million
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I Amount of VCs w4 share of MPF contributions received

Source: MPFA’s presentation dated 4 Nov 2020 - 20 Years of MPF — A Juncture for Review & Preview BC
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Growing Trend of TVC

HKS million (‘000})
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 Amount of TVC received  =e=No. of TVC accounts

Source: MPFA’s presentation dated 4 Nov 2020 - 20 Years of MPF — A Juncture for Review & Preview
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Fund Selection Does Matter...

The Relative Importance of the
Drivers of Retirement Success

Actuarial
Assessment &
Intervention
4%

Asset Quality
2%

Asset
Allocation
20%

Savings Rate
74%

Source: ASPPA Journal Retirement Success: A Surprising Look into the Factors that Drive Positive Outcomes, David M.
Blanchett, QPA, QKA and Jason E. Grantz, QPA, 2011
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“Ice” (/kEtEY) — Too Conservative for a Long Time

Among all contribution accounts under BCT’s MPF
schemes, 60% had never changed their investment
instructions

* 67% of the account holders of more than 15 years had
never changed their investment instructions

e 27% chose to invest 100% in “MPF Conservative Fund”

100% in “MPF Conservative Fund” - reduce growth potential of MPF assets

Source : Contribution account data of BCT (MPF) Pro Choice and BCT (MPF) Industry Choice as of 31 December 2019 BC ,,
. e . BHEE
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“Wanderer” (k%K 8Y) — Investment Mismatch

* 16% of members under the age of 25 chose to
invest 100% in the most conservative funds (e.g.
bond funds and “MPF Conservative Fund”)

* For those above the age of 60, 11% invested 100%
in equity funds

Investment risk generally corresponds to your age when choosing funds....
What sort of impact will inappropriate investment habits bring?

Source : Contribution account data of BCT (MPF) Pro Choice and BCT (MPF) Industry Choice as of 31 December 2019 BCT
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For MPF members setting up account since 2000...

Current Age

Number of change in
investment instruction

Casel
56 (opening account at 37)

0

Case 2
59 (opening account at 40)

0

Case 3
54 (opening account at 35)

Current investment portfolio

100% MPF Conservative Fund

100% E70 Mixed Asset Fund

60% Hang Seng Index
Tracking Fund
20% Global Equity Fund
20% SaveEasy 2020 Fund

Contribution amount 515,158 726,613 1,803,781

Account balance 629,184 1,255,789 4,150,626

Accumulated return 114,026 529,176 2,346,844
Accumulated rate of return 22% 73% 130%
Annualized rate of return 1.05% 2.93% 4.48%

MPF is a long-term investment, an aggressive and diversified asset allocation
with active management will help members grow their assets

Source : Contribution account data of BCT (MPF) Pro Choice and BCT (MPF) Industry Choice as of 31 December 2019
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Wow,
How to Fill up
the Shortfall?




Do Additional Contributions Help?

HK$9,000,000 + 400%

Assumptions
HKSS8,234,567
HKS8,000,000  contribution Period: 18-64 years old (564 months) 2

HK$7.000000  Annualised Return: 4% p.a.

HKS$6,000,000

+ 200%
HK$5,000,000 HKS$4,940,740

HK$4,000,000

HK$3,000,000

HKS$2,000,000

HK$1,000,000

HKSO

Age 21 24 27 31 34 37 41 44 47 51 54 57 61 64
Monthly Contribution HK$1,000

Monthly Contribution HK$3,000 Monthly Contribution HK$5,000

BCT
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Does Your Fund Choice Matter?

HK$3,500,000 _ + 236%
Assumptions

HK$3,000,000  Contribution Period: 18-64 years old (564 months) HK$3,131,876
Contribution Amount: Hk$1,000 per month
HK$2,500,000
[o)
HK$2,000,000 +78%
HKS$1,659,914

HK$1,500,000

HK$1,000,000

HK$500,000

HKSO

Age 21 24 27 31 34 37 41 44 47 51 54 57 61 64

- Annualised Return 2%  =—Annualised Return 4% Annualised Return 6%

BCT
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4 Phases of Investment Journey During Life 1.0

Regular EARN SAVE Additional

Contributions Manage spending and lifestyle Contributions
to save more

What can you do to earn more

525??:1 c\:\:::ll;l PRESERVE GROW Portfolio with

With e-services Adjust the portfolio to manage Is the portfolio appropriately Growth Potential

retirement date risk invested for long-term growth?

BCT
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4 Phases of Investment Journey During Life 1.0
Leveraging on the MPF System

EARN SAVE GROW PRESERVE

51,200,000
51,000,000
800,000 MC, VC (ERVC, EEVC)
600,000
5400,000

5200,000

%0
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Key Takeaways
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Rich or Poor? Your Choice -
Embark on Your Retirement Planning Journey

START EARLY
with “Earn,
Save, Grow,
Preserve”
strategy

Magic word in
MPF System —
llvc"

Being
ENGAGED:
Knowing where
you are, how
much you have

Going “e” -
manage your
account and
make
adjustments on
portfolio

STAY INVESTED
even after
retirement

Move on to decumulation phase with sufficient retirement savings pool...

Copyright © 2019 BCT Financial Limited. All rights reserved.

Accumulation

Decumulation
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