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CIO Series - Episode 1:

C

In the inaugural HKRSA’s CIO Series, held an hour long discussion he discussed issues
on February 2, 2018, Alan Liu, Head of Treasury relating to the management of the 70-year old
for the Hong Kong Housing Society (HKHS or the institution’s assets and shared his views on current
Society) addressed association members. During market conditions.
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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.
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Explaining the structure of the investment
committee, Mr. Liu noted that his role is to represent
management and to propose investment ideas to
the external committee members. The investment
committee is then tasked with presenting the ideas
they endorse to the executive committee consisting
of the Society’s board of directors for formal
approval. He also explained how the institution’s
funds, currently amounting to around US$5 billion
are divided into short, medium and long-term
portfolios, all of which have different objectives.

The objective of the HKHS in the long-term, he
said, is to ensure that its estates are maintained and
redeveloped by achieving a rate of return in excess
of the Hong Kong building industry’s inflation, which
in good times is well over the Hong Kong CPI.

Employing a team of external fund mangers,
fixed income investment is based largely around the
Barclays Global Aggregate benchmark, but looking
forward he believes that asset owners and fund
managers should be thinking more about what this
benchmark is made up of, particularly in the event
that China gets into the benchmark and whether

or not the fund managers are equipped to select
Chinese credits.

Opening up to the floor, Mr. Liu shared his
opinions in a Q&A session. He believes that the
Society should be investing more in alternatives.
However, he acknowledged that change does take
time. While the Society does have a 10% allocation to
hedge funds, he noted that it took close to a decade to
increase the initial allocation from 5%, noting that the
Society may benefit from being more progressive.

Asked how he determines how much money
should be assigned to any one manager, he said
it was dependent on a number of issues, not least
being able to understand the strategic allocation of
a particular asset and the investment vehicle. The
starting point he noted was usually 5-10%, which he
prefers to divide between at least two managers in
order to encourage competition and transparency.
On the objectives for returns, Mr. Liu noted that
there is a return target for each fund pool, which is
projected annually based on the Society’s strategic
allocation and included in the budget: 3% over the
next five years for its medium-term portfolio and 6%
for the long-term portfolio.

The session concluded with Mr. Liu
acknowledging the Society’s framework and his
obligation to report monthly returns to the Board,
as well providing a 3-year analysis within the Board
report to keep things running smoothly.
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CIO Series - Episode 2:
W are you going to pay for your retiremen

Mr. Jacob Tsang, Former Director of Group A few key takeaways include:
Treasury, Hong Kong Jockey Club (HKJC or the

Club) kindly agreed to join as the guest CIO for e “Be mindful of the risk of Private Equity, ensure
the 2nd of our CIO series on 12 April 2018. Jacob your investment horizon is long enough to ride
shared his insights on the evolution of Investment through the market cycles!” and “Bring your
Management at HKJC over the past 20 years which laptop on holidays to ensure you can fulfill the
have shifted from a pure reporting & controlling unexpected capital call requirements!”

type accounting function into a more strategic,

facilitative and proactive investment management e “Asset allocation drives 99% of investment
role within the Club. As a market practitioner returns.”

with over 20 years tenure at the Club, he was

the key driver in steering the Club’s endowment e “Income is important for retirees so floating rate
portfolio from a plain vanilla style investments into notes may work well for this purpose.”

a well-diversified global portfolio which grew from

USD2bn (with 2 asset classes) to USD10bn (with e “Take more risks when you are young!”

10 asset classes). It is important that the portfolio
has the necessary resources and capabilities
(either internally or externally) to understand the
risks and to monitor the performance of a wider
range of asset classes and asset allocation.

Special thanks to Elvin Tharm from Mercer
who moderated this session.
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Additional Investment Philosophies
Shared:

1. Long-term investors outperform short term
investors.

2. Multi-asset portfolios continue to reap benefits
from diversification. However, being able to look
through the asset classes into 'risk betas' is
critical to ensuring true diversification.

3. Formulating an appropriate risk budget
based on return targets and sticking to it will
deliver the best results over the long-term.

4. Extreme market environments occasionally
provide tactical asset allocation opportunities
that can enhance returns.
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A large proportion of asset managers do
not justify their fees as their returns can be
replicated with low cost passive instruments.

Picking active managers that can outperform
in the future requires deep research by a
highly specialised team who conduct rigorous
quantitative analysis to understand if returns are
from manager skill or just market exposure; and
judgment on whether this skill is sustainable.

The HKRSA looks forward to welcoming

more ClOs to address its members and to discuss
their questions and concerns.
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Calling for Good MPF Employers in 2017-18!

The Good MPF Employer Award 2017-18
(GMEA), organized by the Mandatory Provident Fund
Schemes Authority (MPFA), is inviting applications. If
your company fulfils the requirements of a Good MPF
Employer, please fill in the application form by 30
June and seize the chance to be publicly recognized
as a Good MPF Employer!

You can submit your application form online on
MPFA's Good MPF Employers Award website. You can
also submit the form by email, fax or post, or in person.
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In 2015, the MPFA launched the Good MPF
Employer Award to promote and foster employers’
compliance with MPF legislation; encourage
employers to provide better retirement benefits for
their employees; and recognize employers who are
exemplary in enhancing the retirement benefits of
their employees. In the first year, 654 organizations
received the Award. In 2016-17, 879 received it.

For more information including the eligibility
criteria, please browse the GMEA thematic website at:

http://Iwww.mpfa.org.hk/tch/goodMPFemployer/main/

Mandatory Provident Fund Schemes Authority
Hotline: 2918 0102
Website: www.mpfa.org.hk ”

MANDATORY PROVIDENT FUND
SCHEMES AUTHORITY

S HEL

Upcoming HKRSA event

ClIO Series — Episode 3
12 July 2018 Mercer Office

HKRSA Seminar
Mid-September

10th Cross Straits Forum
25 October 2018 Conrad Hong Kong

Upcoming external events

Infrastructure Conference 2018: The Path to a Green Belt and Road
29 June 2018. Hong Kong Convention and Exhibition Centre

10th HKIB Banking Conference
27 September 2018 "Hong Kong Convention and Exhibition Centre

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.
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