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The MPF System Has Added Value

to Members’ Contributions
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The Mandatory Provident Fund (MPF) System has now been in
operation for 15 years, and the Mandatory Provident Fund Schemes
Authority (MPFA) recently released a report reviewing the investment
performance of the System over this 15-year period. Overall, the
report shows that the System has added value to members’
contributions, achieving an annualized rate of return of 3.1%, which
is higher than the average inflation rate over the same period.

It is important to note that this figure refers to the overall return of
the MPF System, and does not mean that all scheme members
have had the same returns. Some members have enjoyed a higher
return, and some a lower one. The overall return of the MPF System
was decided by the collective investment choices made by all
scheme members, while the return enjoyed by each individual
scheme member depended primarily on his own fund choices.

MPF funds are invested in financial instruments in the markets. In
the past months, financial markets are volatile, and the investment
performance of MPF funds is inevitably affected. However, the MPF
is a long-term investment that may last for 30 to 40 years, so
scheme members should not be overly concerned about short-term
volatility. In addition, making regular MPF contributions over a long
period can even out the effects of short-term fluctuations in market
prices by averaging out the cost of the fund units.

Although the MPF System has been in place for 15 years now,
according to overseas experience, it is still at the development
stage. Only after around 40 years is it possible to get a comprehensive
picture of the benefits that such a system can produce.

Diana Chan
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The MPF System: a 15-year Investment Performance Review
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MPF investment performance has always been one of the key concerns
for members of the public. To address this concern, and help the public
gain a better understanding of the performance of MPF investments,
MPFA Chairman Dr David Wong and Non-executive Director Mr Philip
Tsai recently shared with the media key figures from a research report
entitled A 15-year Investment Performance Review of the MPF System.
The report analysed the overall performance of the System, and the
performances of different types of funds, so as to help members of the
public better understand how scheme members are accumulating
retirement savings.



(04 [ MPFFOCUS T8 £ 2 |

Oooduoouoibnbd3.1%

Annualized rate of return of the MPF System: 3.1%
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Dr Wong said the MPF System had continued to accumulate
assets in the past 15 years. As at 30 November 2015, the
System had $590 billion in assets, of which close to 20% (or
$114 billion) was investment returns.

O00000020150110 0 O 00 $5,895.50
MPF Assets (as of the end of November 2015) : $589.55 billion

00000 3$4,752.00

Total Net Contributions
$475.20 billion
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Investment Returns
$114.35 bilion

Dr Wong said, “The annualized rate of return of the MPF
System, net of fees and charges, was 3.1%, which is higher
than the average inflation rate of 1.8% over the same period. In
other words, the System has added value to scheme members’
contributions since its inception.”

The yearly performance of the MPF System, driven by
corresponding changes in underlying investment markets, has
fluctuated over the past 15 years. It has ranged from a negative
annualized return of 25.9% to a positive annualized return of
30.1%. Dr Wong noted that since equity funds were the most
popular fund type (as of September 2015, 65% of MPF assets
were invested in equity while 38% of the total assets were
invested in Hong Kong equity), the performance of equity
markets had had a great impact on the overall return of the
MPF System.
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Annualized Internal Rate of Return of the MPF System

40%

30%

20%

10%

B = Highest - 30.1%

0% ~
-10% \/):t SARS
- 20% £ 5% Financial tsunami
B{f Lowest : -25.9%
- 30%
A S S T S SR SR SR SR S S SR S S
2 B Y. Y Y, b . Y . 0, 0, 0. o, 0, D
Y % % B B B v B B X X X X % %%
7o) » 2, 2 2, 5 < 2, > %, ® » 2 4 %
? Yo, o o, N, Yy o N o N N B B X
2 2 2 % 2 2 0 2 2 ) 2 ) ) 2 o
2 % % B % B % B B % e % % % Yy

Ogoooooogo
Rates of return of six different types of
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funds have varied

Commenting on the investment performance of different types
of funds, Mr Tsai reminded scheme members, “The six types of
MPF funds under the MPF System invest in different markets and
assets, so their rates of return differ. However, all of them have
added value to MPF contributions over the 15-year period.”

He said comparing the cumulative returns of the six types of
funds would give a better picture of how their returns varied. In
the past 15 years, the cumulative return of equity funds was
83% while that of MPF conservative funds was just 12.9%, with
the performance of the latter fund type having been dampened
by the persistently low interest rate environment.

2000012010 0 20150 110 300
1 December 2000 to 30 November 2015

goodg
Fund Type ooooo oood
Annualized Return Cumulative Return

Oo00oo Equity Fund 4.1% 83.0%
oooood Mixed Asset Fund 3.9% 77.1%
oood Bond Fund 2.8% 52.2%
oood Guaranteed Fund 1.3% 20.6%
0000000 MPF Conservative Fund 0.8% 12.9%
oooooo Money Market Fund 0.6% 8.8%
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Expected returns and potential risks
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0.530 0000

< 00000 0O Highest monthly return

0000000 Standard deviation of monthly retums

While equity funds were the top performers, they also had the
relatively highest level of risk. They could go up by 15.39% in
one month and fall by 20.63% in another, which means that
their monthly returns had a range as wide as 36 percentage
points. MPF conservative funds, by contrast, had a range as
narrow as 0.53 percentage points.

A 000000 Lowest monthly retun
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performances could vary significantly depending on their
investment strategy and the markets they invest in. For example,
Asia equity funds had an annualized return of 6.1% over the
15-year period, but the annualized return for Europe equity funds
was only 0.9%.

Mr Tsai pointed out that risk can be reduced by developing a
diversified portfolio across regions or asset classes. “Equity funds,
for instance, are available as global equity funds and single market
funds,” he said. “The former type recorded substantially lower
volatility than some single market equity funds, such as Hong Kong
equity funds and Asia equity funds, over the 15-year period.”
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Investment Tips

To help scheme members better manage their MPF, taking
into account its nature as a long-term investment, Mr Tsai
shared the following six investment tips:

ooooooooooooobobooobooboobo
gboobooooobooooobboooooboo

Funds with higher

expected returns
come with higher

potent'\a\ risks

D000ooopgg
Diversiﬁcation
_Can lower

INvestment risk

2

DDDDDDDDDD
-DDDDDDDD
-DDDDDDDDDD
-DDDDDDDDDDDDDDDD
When choosing funds, consider:
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Greater Flexibility in the
Withdrawal of MPF Benefits
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When is the best time for scheme members to
withdraw their MPF benefits after retiring? There is
probably no simple answer to this question,
because everyone’s retirement planning strategy is
different. Since 1 February 2016, scheme
members have been able to enjoy greater flexibility
in the handling of their MPF benefits, taking into
account both their own needs and the market
situation, because they can choose to withdraw
their MPF benefits by instalments.

ooddooood
Three options for handling MPF benefits

ooo0dooooboz20ioboooobooooon Since an MPF legislative amendment came into effect on 1

650 00000000000 00000000 February, scheme members who have reached the age of 65
have been able to choose any of the following ways to handle
their MPF benefits:

00000 00000 o0 0000o
ooooooa Ogooooooad Oooooooad
Withdraw their Withdraw all their Retain all
MPF benefits MPF benefits their MPF benefits
by instalments in a lump sum in their accounts

goododddeOODODODODOOO0O'DDDODOO If scheme members reach the age of 60 and decide to retire early?,
00000000000 0000000000000 they can also choose either to withdraw their MPF benefits by
instalments or to withdraw all their MPF benefits in a lump sum.
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The first four withdrawals every year are free of charge

Oo0ooooooooos0o00oooooon The law stipulates that trustees have to process a member’'s

0000000000000 000000000 first four withdrawals every year free of charge2 However,

Siinisiaiaisisiataiaiataiaiiaiaiaiataizlats some trust(_aes allow their schgme mgmbers to withdraw their
MPF benefits more than four times without charge, and some

ooooooooooobodbodbddl  even allow unlimited free withdrawals. If members intend to

oooopoooooooo withdraw their MPF benefits by more than four instalments
within a year, they should be aware of any extra fees that may
be incurred, and contact their trustees for details.

ddoooooooooooooooooooo The MPFA has uploaded information to the Trustee Service
o000 o0oo0oonoonoooonnoon Comparative Platform (http:/tscplatform.mpfa.org.hk/scp/tch/
index.jsp) on the MPFA website that makes it easy for scheme
members to study and compare the different trustees’ withdrawal
oooobooooboooobooobbddb  arrangements. After logging on to the above website, members
000000000000 b0bODoo0bOOoO0ooOonO  cansimply choose one or more trustees, and then choose “withdrawal
0000000000000 0000000onn of MPF benefits” under the section “select type of services”.
The Platform will then display all the relevant information.
Below is an example:

O http://tscplatform.mpfa.org.hk/scp/tch/index.jsp]

Oo00d 3 3
Trustee ; ;

0oooo } }
gododododn ooono l 40 ! 120
Number of free MPF withdrawals Unlimited 1 4 times 1 12 times

offered per year l |
gogogoogno $100

| |

| |

| |

Fees charged for - | $100 ' 000081/3/2017

each extra withdrawal | i waived until 31/3/20170
| |

00000 Further points to consider

000DoOO00oo0oOOo0oOooOoOoOoooDn The MPF benefits retained in your MPF account will

0000000000000 000000 continue to be invested by the trustee according to

ooooooOoO0OOoOO0O0O0OOOn your instructions, and the value of your MPF assets
will change as the market fluctuates. Moreover, the

gbobooobabooooobooooan trustee will continue to charge to your account
management fees and other charges based on the
value of your MPF assets.

‘0000000000000 0000000000eODDDDNN00000N0N0N0N0NODDDDDODOO00000OOn

goboboboooobobooboogobog

To withdraw MPF benefits on the ground of early retirement, scheme members must be at least 60 years old and declare that they have ceased all
employment and self-employment, and have no intention of becoming employed or self-employed again. For more details, please refer to the leaflet
Early Withdrawal of MPF published by the MPFA.

‘0000000000000 00000000000000000000000000000000000000000

goooooboooooog
Apart from any necessary transaction costs which are incurred (or are reasonably likely to be incurred) by the trustee in selling or purchasing
investments in order to give effect to the payment, and that are payable to a party other than that trustee.
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Three steps to withdrawing MPF benefits

dodoooooooooooooooooooo After retiring, if you want to withdraw your MPF benefits,
000000000000000 whether in a lump sum or by instalments, you will need to take
the following three steps:

oooooag Find out how many MPF accounts you hold

3 00000000 oOonoDoooonao If you are not sure about the number of MPF accounts you
i 0000000000000 O0O0O0O00n hold, or need other details about your MPF accounts,
| please call the MPFA hotline to find out how to obtain the
i Jooooon relevant information.

ooooooooooo Fill in the form and prepare the supporting documents

/

dddooopooooooOoooooad Contact your trustees to obtain the application form, and

0000000 0000000O0O00oOn  complete it. If you are withdrawing your MPF benefits on

00ooO0O00O0ooO0O0on the ground of ea_rly retirement, you will have to fill in a
statutory declaration form as well.

Fessssssssssssssssssssosssoso=o=s O a0 O NeiES: ===========cccczccczczcccc===== -~
0o000000o0ooon must submit a separate application to each of the trustees

of these schemes.

oo g oo o o i o e * If you choose to withdraw MPF benefits by instalments,
poooooooodood you will need to file a new application to the trustees for

3 000000000000 DOOOOO0O - If you have accounts in more than one MPF scheme, you
3 each withdrawal.

00000000 O0o0OO0oo0On Submit the documents to your trustees
oooooooooon Submit the following documents to your trustees:
-0d00onooon - the completed application form;

* the statutory declaration form (only applicable to withdrawal

> Uinonoin oo oo oo oo o applications made on the ground of early retirement).

3 .0000000D00O0OO * a copy of your identity document; and
l ooooCoOom

0o00O00oooooooooooooogsogdn Under normal circumstances, trustees are required to pay you
00000000 o0o0oooooooooon  the MPE benefits and issue a benefit payment statement within
30 days of the date on which you submit all the required
e documents. You should check the information on the statement
oo (e.g. the account balance) and keep it for future reference.
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Frequently Asked Questions

gobooboooooobuoooooobouoooag
| intend to withdraw my MPF benefits by instalments. Do | have to withdraw the same amount each time?

0o00o0oo0oooooooooooo No. You can withdraw different amounts in each instalment
Ooo0ooo0o0nn depending on your personal needs.

00000000000 bobObO0o0o0oooobOoooon
If | have more than one MPF account, can | choose different withdrawal methods for each account?

ofd0ooooooooooooooog Yes. However, you must submit a separate application form for
ooooo each account you hold.

0000000000000 00000000000o000oooooooooon
If I have more than one account under the same MPF scheme, do | need to submit a separate application
form for each account?

oooopooooooObObOoOoOoooogad If you choose the same withdrawal method for each account you
000000000000 oOon0oon hold under the same sc_he_me, you may simply submit one form
00000000000000000onon to the relevant truste_e, listing your d|_fferent ac_count numbers on
the form. However, if you choose different withdrawal methods
Doooooooooooodddddd andfor different withdrawal amounts for each account, you have
oo0oobooooooooon to submit a separate form for each account.

O0020160 0 0000000000000 O0O0OOOO20170000000000CO00O0OOO0OOOOQOO
If I apply to withdraw my MPF benefits by instalments towards the end of 2016, and my trustee pays me in

early 2017, which year is my application associated with?

oooooozot/00O00D0O0OO20170 As your MPF benefits will be paid in 2017, your application will
0000000000000 00O0oon be regarded as one of such having been made in 2017. To avoid
0JooooooO0o0o00Oo0O000o0on disputes, please clgrlfy it with your trustees before tgkm_g action,

and allow enough time for them to handle your application.
oooooo
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Old Master Q comics — helping old friends at retirement

0doddodoo0mooonoooooooon Many MPF members have grown up reading the Old Master Q
0000000000000 O0O0oo0ooOnn comics. With their friends retiring and being eligible to withdraw

their MPF benefits, Old Master Q and other characters have been
e busy showing their friends how to handle their MPF benefits.
You can see what they have been up to through the following channels:

000 A video

0000000000000 oooDon Mr Chiu is about to retire! Old Master Q, Big Potato
0000000000 0on0onon2ois andMissChanhave come along to talk with him about
0100000000000 00000 how he should handle his MPF benefits. The V|'deo
has been showing on free local TV channels since
000 YouTubel MPFA Channeld DO O |ate January 2016. You can also watch the video by
oooooo logging on to the MPFA Channel on YouTube.

O00000Aflyer
0doooooooooooooooooooooooooooo

500 0650000000000 00DOM4D0I0DO0OD0O0ODO0O0
0ooodoDoomopboooooooooooooooooo

To ensure all scheme members approaching retirement are aware of

the new withdrawal arrangements, the MPFA has asked trustees to help

post over 940,000 flyers titted MPF Withdrawal: More Choice, More L

Flexibility to scheme members aged from 59 to 65. The flyer briefly ~  -°
introduces readers to the three options available for handiing MPF benefits.  -*

000000 A leaflet
O0000000bOOobOOobOoboOoboooooooooooooo
00000000 oO000o0ooooobooOooon

For further details on how to handle MPF benefits after retiring,
including factors to consider and potential risks, you may read the
leaflet How to Manage Your MPF Upon Retirement.

0000000000000 00000n0 > Both this leaflet and the flyer are available on the MPFA

0000>-00>00000000>000 @ Wwebsite (Home > Information Centre > Publications > MPF

00mMmoooo0o0oooon Booklets & qullcatlons > MPF System); you are welcome to
read them online or download them at any time.


http://www.mpfa.org.hk/tch/information_centre/publications/booklets_publications/mpf_system/index.jsp
http://www.mpfa.org.hk/tch/information_centre/publications/booklets_publications/mpf_system/index.jsp
http://www.mpfa.org.hk/tch/information_centre/publications/booklets_publications/mpf_system/index.jsp
http://www.mpfa.org.hk/eng/information_centre/publications/booklets_publications/mpf_system/index.jsp
http://www.mpfa.org.hk/eng/information_centre/publications/booklets_publications/mpf_system/index.jsp
http://www.mpfa.org.hk/eng/information_centre/publications/booklets_publications/mpf_system/index.jsp
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MPF Updates

HRERERERE
Relocation of MPFA Offices

goooz20e0000000DOOOoOoOoooOn MPFA offices are being relocated in the first half of 2016. If you
have to visit MPFA offices for any reason, such as to check
information relating to your personal accounts, please note the
following arrangements:

gbooboboboboobgoobooboo

OO0 000 0O 0000
Previous address / current address New address Date of Relocation
OO0O000O0O0O0O00oooogisd
Level 15, International Commerce Centre
Austin Road West, Kowloon 00o0oos100o0o0o00010ds80o oooon
Level 8, Tower 1, Kowloon Commerce Centre (Relocated)
ooooooooo1dssd 51 Kwai Cheong Road, Kwai Chung
Level 36, Tower 1, Metroplaza
Kwai Fong
D0O00000O0oooO230 oooDoogossddoonoi20
23/F, Nexxus Building Level 12, Nan Fung Tower 3/6/2016
Connaught Road Central, Central 88 Connaught Road Central, Sheung Wan
oJooDoDO0ooooo1010250 ooo0ooo )
Level 25, Tower 1, Millennium City 1 (No Change)
Kwun Tong Road, Kwun Tong

dodobooooooooooooooog The phone numbers, fax numbers and email addresses of all
offices remain unchanged.

2015- 100 00 00 0O0OOOOOOOOOOO00O
2015-16 Good MPF Employer Award open for applications soon

20165-160 00000000000 0O0O0O20160 The 2015-16 Good MPF Employer Award will open for
A0100603000 0000000000000 applicationsfrom 1 April to 30 June 2016. The Award aims to
recognize employers who not just comply with the law but go
Dooooooonooonoonooonn beyond their statutory MPF duties and provide their employees

ooooooboooboon with additional retirement protection. Please refer to the MPFA
website for details.


http://www.mpfa.org.hk/tch/goodMPFemployer/award/
http://www.mpfa.org.hk/eng/goodMPFemployer/award/
http://www.mpfa.org.hk/eng/goodMPFemployer/award/
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Continuous Improvements to the MPFA’s Youth Education Programmes
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The MPFA has been proactive in running youth education programmes
for scheme members-to-be of different ages. In looking for ways in which our
education programmes can become more effective and better match the
lifestyles of young people, last year we conducted a focus group study. It was
designed to help us find out the extent to which our different target audiences
know about the MPFA’s youth education programmes, the MPF System
and MPF investment, and to hear their views on these topics.

Jogbooogood

Reinforcing strengths, seeking out improvements

goozob000oooooooooooonon
oooobooooooobbooooougoo
gobmooobboooboooboooobooogoo
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Last year, we commissioned a research company to arrange
10 focus group meetings. Participants included students (from
secondary to tertiary levels), young working adults, teachers
and parents. After listening to the opinions of interviewees on
the contents and formats of our programmes, and on the media
channels used, we have mapped out directions for the future:
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Disseminate more in-depth messages

After having been exposed to MPFA education for years,
most of the interviewees who were tertiary students and
young working adults already have basic understanding of
the MPF System. The MPFA could therefore focus greater
resources on disseminating more in-depth MPF messages
to these target groups.

Continue to use simulation activities

In general, interviewees said that the MPFA’s simulation
activities (including parenting activities) are appealing, and
this format encourages them to learn more. The MPFA
should therefore continue to use this format.

Explore new formats in youth education

To cater to the needs of different people, and to stimulate
their interest in learning, the MPFA could explore new activity
formats and make them more diversified.

Further expand online advertising

Interviewees studying at secondary schools or receiving
higher education said that they like gaining information via
online media channels. Although the MPFA already
utilizes online platforms quite frequently, this could be
further expanded.

Create fan pages for different age groups

Young people from different age groups need to receive
messages of different emphasis, so there should be some
tailor-made fan pages to provide them with specific
information to suit their needs.

In fact, the MPFA has already created two Facebook fan
pages, namely “Rolling My Money” and “Workplace
Incredibles”. “Rolling My Money " is aimed at senior
secondary school students, tertiary students, and students
who are close to graduation or who have just graduated,
while “Workplace Incredibles” is aimed at the general
working adult population.

ooooooooobobobobobobbbbbooboo
goooobgoooo

Looking ahead, the MPFA will work to reinforce its current
strengths in the field of youth education, and look for
continuous improvements.
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F':ﬁ Could I compare the performance of the MPF
System with that of the Tracker Fund?

Question

ERERERERERERERERERERE
Differences between MPF and the Tracker Fund

ooooooboooooooooo It is inappropriate to compare the performance of the MPF System

= ith that of any particular investment product or index (for example
(=] 000MO0o0o000oDo0ooooood V;’]' . ypd . p | o _(b Ph:
Answer 00000000 000000 the Tracker Fun (_)rt e Hang Seng Index). T Is is ecause the
MPF System contains various types of funds, and its overall asset

gboobooboooouoo allocation is different from that of the Tracker Fund.
gooooooooooooon

goooad
good 0000002016090 300 00
Tracker Fund MPF System (as of 30 September 2015)

oooo IEZE Equities MEZE Equities | f&% Debt Securities | 177 IR Deposits & Cash

Asset Class 100% 65% ! 19% ! 16%
oo \ . 1 ey | ao Acia |

Geoaraphical %7 Hong Kong | &7 Hong Kong | 3t2E N.America | BUM Europe | 221l Asia |\ H7ZK Japan

Rgegi%n 100% 62% 14% O M% 8% 5%

doodooooooobooooooooa In addition, the administrative duties that trustees are required to
Oo000o000o0oOoooooooooon perform when operating MPF schemes incur administrative costs.
000000000000 0000O000 These duties mclqde; enrolling employgrs gnd employees into MPF
schemes, and verifying the MPF contributions made by employers,
oooooooooooooododbudn et Inlight of this, you should not compare the performance of MPF
000o0ooooooooo funds with that of the Tracker Fund or other retail funds.

oo 000000000 ODUDUDUDDDDUUDODLO
If you have any comments about the Newsletter, or if you wish either to receive or stop receiving information from the

MPFA, please contact us via the following channels:

® #48 Hotline | 2918 0102
© @& Fax 2259 8806

T H Email newsletter@mpfa.org.hk
#B4t Website = www.mpfa.org.hk

@ it Address  FBRBEEHSRAEE 550 LESE
Level 8, Tower 1, Kowloon Commerce Centre, 51 Kwai Cheong Road, Kwai Chung, Hong Kong
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