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Chairman, Ladies and Gentlemen:

Many thanks to Professor Nelson Chow and his consultancy team, upon the invitation of the
Commission on Poverty, for writing the “Research Report on Future Development of Retirement
Protection in Hong Kong”. This report provides a detailed analysis of Hong Kong's social security
and retirement protection system, and provides a set of scientific projections regarding different
options on the basis of demographic changes, estimated economic growth, government financial
affordability, and sustainability. According to the views collected by the consultancy team, the
general public seems prefer the partially funded pension system which lies between the pay as you
go system (PAYG) and the fully funded system: this system not only satisfying the pension
spending needs in a particular period, but also leaving some accumulated reserves in the future to
fill the balance of expected payments deficit. In other words, a perfect universal pension system will
certainly involve a huge sum of funds. Unfortunately, the discussion and analysis of pension funds
management and investment returns are beyond the scope of Professor Chow’s report. Taking into
account the painful experiences of the high administrative costs of the MPF and its vulnerability to
global financial volatility on the one hand, and with the hope to strengthen the pension system by
transferring effectively the increased national savings to the aggregate investment on the other hand,
we propose the government should be responsible for the management of the fund, and propose the
fund portfolio should be limited to investing in Hong Kong industries such as public transport (such
as MTR) and public utilities.
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