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Dear Sir，
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Consultation on Providing Better Investment Solutions for MPF Members

As one of the organisations advocating for the introduction of the MPF system to enhance

retirement protection for our employees，the Federation suppo內5 any initiative for improving

the system for the long term benefit of scheme members. We would like to emphasise here

that the following principles should not be forgone in determining any direction of reform

measures:

﹒It is more an individual's responsibility to plan for his or her retirement Iife，with needs

different from one to another;

• The MPF system is established as the second pillar for retirement protection of our

population，as a mandatory，privately-managed，defined contribution ，employment based

pension system;
• The MPF system should strike a balance between securing the maximum benefits of

sch'eme members and allowing free and informed choice of investment options 0仟'ered

by different scheme providers.

On the assumption that around 20% of MPF members are in default funds (not making any

choice indeed)，the Federation shares the view that a better designed framework of default

fund，which takes a balance between long-term risks and return，will be more beneficial to the

members. We thus support the establishment of a standardised，low-fee core fund.
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Reeognising that investment for retirement is a long-term proeess，the age-dependent，life
eycle br target date fund will be more appropriate in reducing equity risk over time. This is

pa此 icularly essential for seheme members opting for default fund (they do not select any fund

indeed)'in view of their passiveness in managing their retirement fund.

While two options for the operation .of the Core Fund were raised at the meeting between

your Authority and our MPF Committee on 9 July，we do not see the need to seleet either of

them at this moment. Numerous issues have to be c1arified and deliberated for rational and

informed ehoiee. For example，

• How to maintain the eurrent privately-managed model to allow free eompetition while

aehieving the benefits of eeonomies of seale?﹒If a sole operator is seleeted for management of the Core Fund，what should be the

appropriate measures inavoiding over-domination ofthe operator in the market?

The. Federation eonsiders the introduetion of the MPF system in Hong Kong to be a key

milestone in enhancing our employee proteetion. It needs eoneerted effort to maintain its

sustainable and effective operation for this end.

Yourssincerely，

Louis Pong

CEO
/
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Form for Responding to Consultation Questions

Q1. 00 you support lhe direclionof inlroducinga core fund in lhe manner sel oul in
paragraph 36 (a) 10(d) above?

.ttf Yes 口 No

Comments﹒

F叮甘1erto 甘1e "good valu巴"of Core Fund ，址1巴 authority may need to have
血。re clear definition of it. As what reasonable return means varies 企om
different people.

Q2. 00 you agree that the CF thal is the default fund should be subslantially the
same inallMPFschemes?

ÝYes 口 No

Commenls:
The default fund should be 甘1e same in all MPF schemes to achieve 位1e
objective of standardisation. And the concem is on the selection ofthe
combinati∞of 位1eCF which sh 口uld fulfill the c口nservative inves出16nt
strategy proposed.

Q3. 00 youagree lhal il is approprialethat lhe core fund be based on a slandardlzed
defaultfund?

ll
..，{Yes
Commenls:

口 No

Q4. 00 you agree thal the appropriale investmenlapproach of the core fund is one
that automaticallyreduces riskover time as the member gels cioser 10age 65?
Ifnol，what other opllonwouldyou propose?

ÝVes 口 No

Comments:
We agree 出 is investment approach as MPF scheme is serve 吐 in providing
retirement protection to all employees. More conservative investment
approach should be adopted to ensure the positive ret阻了1S.
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Q5. 00 you have any prellmJnary vlews on the technlcal Issues set out in paragraph
48，Jn pa仕Icular whelher conslslency is required on all aspects of defauJl fund
deslgn In all schemes or can some elemenls be left 10 lhe decislon of individual
product provlders?

Commenls:

06. 00 you agree lhal keeplng tolal fee impacl for the core fund al or under 0.75% Is
a reasonable inlllalapproach?

IÝYes 口 No

Commenls:

We understand that the authority concemed need certain period oftime
to con甘01 the fee at or under 0.75%. Yet it shou1d be. the target from the
very beginning

Q7. 00 you agree lhal keeping lotal expense Impacl (i.e. FER) for Ihe core fund al or
under 1.0% over the medlum lerm Is a reasonabJe approach?

..‧，/Yes 口 N。
Comments:

AsQ6.

08. 00 you agree lhal passlve ，index based ，inveslmenl sl問 legles should be lhe
predomlnanl inveslmenl approach Jn the MPF core fund?

1"" Yes 口 No

Commenls:

The investment strategy shou1d be as conservative as possible which
is the top criteria of the strategy in order to ensure the role of
MPF system as a retirement protection
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09. Are there pa吋Icular assel c1asses which you think wou1d nol approprialely be

invesled on a passlve，index based approach?

Comments:

010. 00 you agree lhal lhe name of lhe core fund should be slandardized across

schemes? If so，do you have any preference amongst the possibilities selout

In paragraph 77 above?

，{Yes 口 No

Your preference:

1""1 肝 Core Fund" (hav阿 rega削 10 ils use的∞ re inve咖圳柳 ro叫伽

reliremenl savlngs)

口“MPF Basic Inveslmenl Fund" (emphasizing its design as a baslc inveslmenl

approach for retiremenl savings)

口 "MPF Simple Investmenl Fund" (emphaslzing ils design as a simple Inveslmenl

process for reliremenl savings)

口 "MPF Oefaull Inveslment Fund" (reinforcing Ihat Ils primary des1gn Is bulll around

the defaull1nvestmenl sl問 legy for those who do not，or do nol wanl 10make an

inveslment cholce in savlng for rellrement)

口 "MPF "A" Inveslmenl Fund" (or some other lerm which removes any Implicalions

aboul lhe nalure of lhe slralegy)

Commenls:

No olher commenls.
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011，Do you agree wlth lhe general principle for dealing wilh implementation and
lransitional Jssues as set oul in paragraphs 78 and 79?

I，/'Yes 口 No

Commenls:

The transitional issues should be treated seriouslv. The promotion should
be all-rounded and comprehensive enough to advise all scheme members
Wl也 Core Fund as it is available to all MPF schemes members to choose.

012 日o you agree wilh lhe proposal in paragraph 81 as 10 how to deal with the
transJtion for exisling MPF members of defauJl funds?

IÝYes 口 No

Comments:

Information ofRespondent

(Please refer to the Personal Infonnation Collection Statement on pages 47 and 48 of
也is Consultation Paper)

Name (optional):

Ol'ganization (where applicable，optional): Emplovers' Federation ofHong Kong

Addl'ess (op誼onal):

1230 ，121F，One Island South ，2 Heung Yip Road ，Wong Chuk Hang ，Hong Kong
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