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HKRSA Website Revamp

NEWS
SHARING

We are happy to share with you our revamped website which is now available in both English
and Chinese. In addition, it now offers online membership registration as well. Please take a
tour and enjoy!
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Retirement Planning and Education Programme 22Aug — 24 Oct 2020
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Think Long Term and Start Early, Part 2
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Retirement Investment Solutions & Financial Planning, Part 1
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Recording Replay:

https://www.youtube.com/watch?v=yNQL8eXYVYk&feature=youtu.be
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Recording Replay:

https://www.youtube.com/watch?v=r1IPwKLcRIA&feature=youtu.be
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HKRSA Webinar — 28 Jan 202%
(Thu) 10:00-11:00am
Launched in English

Retirement Planning — A Decumulation Strategy

Speaker: Mr. Joseph Zhang of Fidelity International

Planning your retirement? Remember to devise a decumulation strategy

Driven by falling fertility rates and increasing life expectancy, the world’s population is ageing at an unprecedented pace and this trend will accelerate in the coming
decades. At a recent webinar organized by HKRSA and Fidelity, Joseph Zhang, Fidelity’s Client Solutions Investment Director, Solutions & Multi Asset, shared his valuable

insights on managing one’s retirement fund, and how Fidelity’s pioneering decumulation strategy may help make the pension pot last longer.

According to the United Nations, in 2020 there were an estimated 727 million
persons aged 65 years and older worldwide. Over the next three decades,
this age group is projected to more than double, reaching over 1.5 billion in
2050.

Hongkongers are one of the highest life expectancies in the world, at 82 years
for men and 88 years for women, data from Hong Kong’s Centre for Health

Protection shows. With greater longevity comes a challenge: making

retirement savings last.

Source: “World Population Ageing 2020”, United Nations Department of Economic and
Social Affairs, 2020.

Source: https://www.chp.gov.hk/en/statistics/data/10/27/111.html, HKSAR Centre for
Health Protection, 2020.

Low awareness of retirement income

Hongkongers

planning among

Most Hong Kong retirees, however, do not know how to manage their
retirement income, according to research conducted by Fidelity International.

“Hongkongers generally don’t have a good idea about how much savings they
need to cover essentials during retirement. They had estimated they would
spend 34 per cent of their retirement income on necessities, but in reality,
retirees said they spend around half of their income just on living essentials,”

id Jos Zhang. . . .
ﬁe 5 uggl?ounél%hat most respondents expect their retirement income to be
recurring, stable and low risk. It also needs to cover leisure and medical
expenses.

While the majority look forward to pursuing leisure activities in retirement —
such as travelling, engaging in hobbies and enjoying time with family — many
are worried about not being able to cover their medical expenses if the
health care cost keeps inflated.

Fidelity’s ‘Three L’ framework for managing retirement funds

Laying down a clear roadmap for managing retirement income is vital. A
simple way to tackle this is via Fidelity’s ‘Three L’ framework:

- Life: Stable income/capital to cover essential living expenses such
as food, housing and daily necessities.

- Leisure: Discretionary capital to pursue interests, leisure and
entertainment.

- Legacy: Capital for long-term needs, medical expenses, or one-off
funds for children/loved ones.

Understanding accumulation and decumulation

Finding an appropriate retirement investment solution that can generate stable
funds during retirement is important. In order to choose the right investment
product, retirees first need to understand the difference between accumulation
and decumulation.

The accumulation phase refers to the pre-retirement stage of about 20 to 30
years, during which retirement assets are built up. There is a long investment
horizon with regular cash savings and a focus on growth.

In contrast, the decumulation phase refers to the retirement period. Instead of
regular contributions to the pension fund, capital is frequently withdrawn to
support retirement life. With a shorter investment horizon and a negative
outflow of cash, the focus is on preserving retirement assets in order to generate
a stable and sustainable income stream that can last the entire retirement
period.

Annuities, guaranteed funds, payout/income funds and reverse mortgages are
the mainstream decumulation products in Hong Kong. However, decumulation
product choices these days are insufficient, Zhang said, and it is difficult to meet
customers’ needs.

“What pension fund providers really need to solve is competing client demands.
Our clients want both guarantee and downside protection. They want attractive
return or yield, and sometimes they want liquidity,” Zhang added. “We have
multiple challenges but have limited investment options for people to
choose from.”

Developing decumulation strategy

In the decumulation phase, the key parameters are inflation rate, income
replacement rate, and retirement years. These parameters are used to
estimate and predict retirees’ cash flow. Using a backward induction method,
starting from the end of the retirement period, we can calculate the cash flow
that retirees require and the level of investment risk they can tolerate each
year. From that, we can strategically allocate the investment assets and build
up an appropriate portfolio for retirees.

“Move this backward until the starting date of retirement, and you basically
get an optimised strategy each year to maximize the possible investment
return to meet the client’s retirement needs,” Zhang said.

However, having a good decumulation strategy is not only about the
investment solution, added Zhang, but also about educating people to plan
their retirement journey, save, and understand their personal financial
wellness as early as possible.

www.hkrsa.org.hk


https://www.un.org/development/desa/pd/news/world-population-ageing-2020-highlights
https://www.chp.gov.hk/en/statistics/data/10/27/111.html

LimeLighter

Premier Sponsor Column (Feb 2021)

We are delighted to have articles contributed by AIA, BCT group and Ninety One to
provide us insights on how can we better plan for our retirement. Stay tuned for more

articles in Apr 2021!
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Upcoming HKRSA event

Webinar Register now
Date / Time: Friday, March 26t, 2021 3:00pm-4:00pm

Topic: China as an asset class
Language: English

Fee: Free ’

Upcoming External event

HKIFA 14th Annual Conference — enroll now
Date/Time : Monday, June 7th, 2021 8:15am-2:55pm
Venue: JW Marriott Hotel Hong Kong

Entitled “Heralding a new decade for the fund management industry”, the
Conference aims to provide a platform to facilitate in-depth discussions of
key factors that will shape the future of the asset management industry.

For more event details: https://plus-concepts.com/hkifa2021/

hkifa@plus-concepts.com

Enquiry: please contact Trista Lee of Plus Concepts at (852) 3983 2305 or 7
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