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HKRSA x Metro Finance FM104 — Retirement Planning and Education Programme
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Recording Replay:
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HKRSA 5t Webinar — 27 Nov 2020 (Fri) 10:30am — 12:00 noon
Launched in English with two subtoEics bz different seeakers

Investment Journey for Life 2.0

Part 1: Rich or Poor? Your Choice

Speaker: Mr. Bob Lee from BCT Group

With a growing importance of financial readiness for
retirement in Hong Kong, Mr Bob Lee, Chief Business Officer,
BCT Group gave a presentation on “Rich or Poor? Your
Choice” and shared his insights on retirement planning and
tips on building an adequate retirement nest egg.

To retire well is to plan well. Who doesn’t want a rich
retirement? In fact, it is solely investors’ choice. Bob shared
that among BCT’s MPF scheme members having over HKS1
million in their accounts as of August 2020: (1) 92.2% of them
have employers making voluntary contributions to their
account; (2) 11.7% of them also make tax deductible voluntary
contributions (TVC); (3) 9.1% have special voluntary
contributions (SVC). While similar percentages in the total
member base remain in low single digit, this phenomenon
reflects that additional contribution is essential for building a
bigger retirement savings pool for an individual.

According to Bob, TVC launched in 2019 plays a key role in
helping people to channel retirement savings into MPF funds.
Members who contribute additional HK$60,000 to their MPF
accounts can save up to HK$10,200 of taxes annually.

When Life 1.0 is our working life, Bob reminded us we are
progressing towards retirement through 4 phases called “Earn,
Save, Grow, Preserve”. When applying the concept for an MPF
member, “Earn” means making mandatory contributions that
riding on the salary earned. We can then “Save” and “Grow” the
assets through making different sorts of additional contributions.
Bob also said more members would make SVC and TVC when
they reach their 40s or 50s with higher salaries. Lastly, “Preserve”
means actively manage the pension savings and make suitable
adjustments at different life stages.

On the concluding notes, Bob reminded the audiences that
“Start Early” and “Being Engaged” are also keys to retirement
success. “e” tools available nowadays definitely can help people
achieve the above goals. Lastly, “Stay Invested” even after
retirement in light of longer life-expectancy. Making appropriate
choices during accumulation phase helps one move on to
decumulation phase smoothly with sufficient retirement savings,
ultimately leads to a rich retirement.

Source: BCT Group

Part 2: Live Long, Live Well

Speaker: Ms. Mandy Chan from Mercer HK

People are living longer and longer, with expect life expectancy
at birth increasing from age 82.3 in 2019 to age 88.4 in 2069 for
male, and from age 88.1 to age 93.9 for female. While a longer
life poses threat on outliving our planned wealth, Mercer's
2020 street-level survey shows that more than 50%

respondents will scale back living standards or delay retirement.

Mercer also observed that majority of the older age group
prefer to withdraw MPF all at once upon retirement, and they
indicated that they cannot accept any loss or can only tolerate
less than 5% of loss.

The longevity risk and risk aversion attitude are challenges to
the quality of our life at retirement. While many focus on
accumulating wealth for retirement, the decumulation phase
is often receiving less attention.

Post-retirement investment should consider the spending
need, horizon and risk tolerance. A variety of retirement
saving vehicles are available, such as by continuous
investment under MPF with members to opt for partial
withdrawal, MPF income stream products, Qualified Deferred
Annuity Plan, annuity plan from HKMC, reverse mortgage
program and insurance policy mortgage program from The
Hong Kong Mortgage Corporation Limited.

Keep investing after retirement can consider a diversified
portfolio with conservative assets for short-term needs with
lower risk, and moderate risk portfolio for potential returns for
a longer term though with greater uncertainty.

Given the risk-averse attitude, a product/strategy which
provides a steady income with a potential gain is favourable.
The MPF income stream products is one of the vehicles that
structure steady and regular income by distribution of dividend
to meet monthly expenses, while allowing continuous capital
growth.

We observed that respondents from 2020 street-level survey
are more aware of employee voluntary contribution and tax
deductible voluntary contribution in MPF. This is encouraging
and has proven the tangible impact of MPF providers and
employers on employees’ awareness of the various retirement
saving vehicles.

Going forward, we believe there is a strong foundation to
raise awareness and familiarity among individuals to think
about their retirement plans. We think that employers can
play a significant role on this journey such as by more financial
education. It is also time for employer to consider redesigning
their retirement scheme to strengthen the retirement
protection level and flexibility design, such as extension of
retirement age and flexible working arrangement. Employer
can also provide platform for members to access and
purchase own retirement saving products at own decision

Source: Mercer Hong Kong
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Gaming or Investing today to become a 5 Elzlm
Millionaire? HERER

Let's assume that we are not greedy - we will settle for 310 million retirement fund belore we
can quit our job and enjoy ur retiremant. We have two ways 1o achieve this target, one is
thecugh buying & Mark Six ticket and hopetully we will win the jackpol. Ancother way ts thiough
@ regular investment that typically generates return over longer time period.

Gaming - “The odds are agalnst us”

Astume there whs B man who Bought BT worth
neerty 360. For sure, he had a bemmer chance of
winning Tan soemione wh i with L8t s Sas 510
Vit bt i ruth, the cxdd werr ngaient thee beth
The chantes of winning & Mas& S Bt vary
sirmeewhit degereling on Uhe partadar goree, but an:
Tyecally betwstn 100 millon 1 200 MEN 10 6ne.
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How does Investing Inte longer time
period seem any better?

A person who congamently Tvest [SU0/per wiekl on  INStesd of Ynestng' I The Mk S every week,
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FEnn; these gin't 0o Such thing as 2 free nan; the
magie of compound i, st S, etk an the
numbers.
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We are delighted to publish articles by two of our Premier Sponsors, First Sentier Investors and
Mercer, offering insights on how we can better plan for our retirement. Stay tuned for more articles
in Feb 2021!
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Do | have enough to retire comfortably?

How much do you need to spend while in .
retirement? How can you save and invest for retirement?
Discussions on retirement planning ORtEn focuses o0 Respondents to our survey considered bank deposits and

i <ompany $10cks are The 10p two Chaies 0F investing spare
WIth ifestyles and earning apIraTIONs prIOf 0 FEGIEMENT.  income.  Interestingly. the choices do not differ
Mercer's 2020 strest-level survey found those esming  signficancly by gender and educstion levels.  The
HKD20,000+ per month Expect to 5pend an average of  iraditional rellance on bank deposis (current typical retail
HKD25,000+ when they retire.  We 3l CBSEIVEd 3 gmer ~0.5% APR) Should be challenged in the low-yieid
difference between age groups - younger group (382 20-  world, as returns are not expected to go far in dosing the
38) expect 10 5pend 103% Of CUTTENT MONMNY INCOME retirement gap
when they retire, while older group (age 55¢) expects to

83%. i h

Among various retirement vehicles, respondents are more
aware of voluntary comtributions and tax-deductible
voluntary contribution to the MPF. With the 20"
anniversary of the MPF system, it would be heartening if
- the awareness &5 wransiated into action, With Indwicuals
Converting that into today’s money suggests that an 0 save more, with
Individual retiing tofay, will need 3 pension payout of 3 long-term view.

around HKDE.3m for males, and HKDZ.5m for females.
This s many times the maximum mandatory contributions
0 an MPF scheme over a full working ifetime, 50 the gap
has to be ciosed through financial products.  Products to
address the accumulstion phase through sustainable
investment returns, and products That allow individuals 1o
Iack in’ a level of #ssured income while they draw down
their wealth. for retirement plans.

there is a desire to leave an inheritance to their off-
SPAINGS, pArticularly there IS CUTENty N estate 1ax in Hong

Respondents are less aware of other vehicles, such as the.
annities from HKMC Annuity Limited, reverse mortgage:
program and insurance policy MOrtgage program from The
Hong Kong Mortgage Corporation Limited.  From regular
surveys, there is scope 10 shaw how these vehicies may fit
& conservative risk appetite, and potentially be 3 solution

Mercer MPF Satistaction Indes, Misrch 2020

Awarenass of retirement investment vahicles
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Upcoming HKRSA event

Webinar

Date & Time: 28 Jan 2021 (Thursday) 10:00 — 11:00am

Topic: Retirement Planning — A Decumulation Strategy

Language: English

Fee: Free
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