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. l i rnuary 30,2007

Honorary Chan l(am-lanr, SBS, JP
Chainran of the Panel on Financial Affairs
Legislat ive Counci l ,  HKSAR of the PRC
Legislat ive Counci l  Bui ld ing
8 .laclcson Road
Central, Hong Kong

Dear Mr. Chan.

Re: Review of the minimum and maximum
Provident Fund ("MPF") contributions

relevant income levels for Mandatorv

I ref-er to your letter dated .lanuary 10 and thank you for inviting HKIFA to provide our
views on the subject.

Thc Hong Kong lnvestment Funds Association (Please refer to Appendix I for the
backgrounder) is in support of the proposal to maintain the adjustment rnechanism for
deternri l-r ing the ntinimuur and marxir-r-rum relevant inconre levels MPF contributions, i.e.

a) irt respect of the nrininrum level of relevant inconrc, 50"h of the nronthly nrediarn
cnrployment earnings (nronthly median income); and

b) i .n respect of the maximum level of relevant income, rnonthly employtent eanrings
at 90t ' '  percenti le of the monthly employrrent earnings distr ibution.

Thc levels have beetr arrived at after thoror"rgh deliberations by the Legco menrbers and
wc believe that they represent an optinral balance - they take into consideration the
neecls of employers and employees; as well as allow sufficient f lexibil i tyto cater forthe
prcvai I ing econornic conditions.

Based on the above tnechanism, the Mandatory Provident Fund Schemes Authority has,
under the current review exercise, proposed to raise the maximum level of, relevant
income from HK$20,000 to HK$30,000 per month. We believe that this move wil l
I'urther reinforce the robustness of the Hong Konq retirement svstem.

What is thc implication to emplolrers and cmplolyees if the cap is raised to HK$30.000'/

For arn employce who cams HK$30,000, he/she has to contribute HK$500 ntore per
nronth" This also appiies to his/her employer"

A: Pcnsrons SLrbcor l \L t r - lcuco-200701 |  7 .doc pagc I

CB(1)822/06-07(10)



Hong Kong Investment Funds Association

Assumatiotts:

l) Assunte tltc entplo),ee is ut ugc 35 untl makes contrihutions till 65, i"e. totul rrumber
o.f'vcurs o.f contrihution - 30.
2) MPF investntent return: 6.99'%, per unnum (Busetl on MPFA\ report - A.fit,e-t;eur
irtvcstment per/brntunce revievt of the MPIr s)tstem -,Jul.tt 2006)

Outcome:

Bascd ott t l te above, it can be seen that the additional contributions would translate into
a lnuch larger pool of accrued benefits due to the power of compour-rding in the above
exantple, the output is 3.4 t imes that of the input. The effect of compounding is even
ltlorc powerful i f the process starts earl ier and if the amount put aside is even larger.

We wonld exhort members of the Legco to support this proposal so to enable ltlore
crrrployees to furlher capitalize on MPF to build their retirement nest eggs - over thc
long term, this would not only benefit the employees; but the corlntLlnity at large.

II- you have further questions or need clarif ication, please don't hesitate to contact us or-r
2537 -991 2 .

\"oLr{rs sincerely,

\

f'\\  ' \
Sally"Wong
E,xccutivc Director

Incrcase in the monthly contr ibution amount made by the
errrployee and the ernployer: H KS 1 .000
Increase in contribr"rt ions over the 3O-year period:

HKS l .000  x  12  x  30
rrK$360.000

Increase in accrued benefits Lrnoll retirement: tlK$ r ,220,000
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Append ix  I

Hong Kong Investment Funds Associat ion - Introduction

-fhe 
l long Kong l l tvcst l trelt t  Fultds Associat iotr ("HKlFA") is the prof"essional body that represerrts thc

irrvestrnerrt rnanagenrent industry in [1ong Kong.

I rs tabl ished in  1986.  t l re  I - lK lFA has two major  ro les,  narnely  consul tat ion and educat ion.  Orr
oorlsLrl tat iort,  i t  acts as t lrc representative and consult ing body fbr i ts mernbers and the l i rnd
nranagerrrent ir tdustry general ly irr  al l  deal ings concerning the regulat ion of unit  trusts. nrutual tunds.
ret irernent funds and otl ter f lnds of a sint i lar nature. Towards this end. i t  reviews. prontotes. supports
or opposes legislat ive attd other nleasures affect ing the f lnd rranagenrerrt i rrdustry in Hong Kong.
Anotl ter very inrportant task is to educate the public about the role of irrvestr lent funds in ret ireltrent
p larrn ing and other  aspects of 'persorra l  f l l ranc ia l  p lanni r rg.

' l - l re 
HKIITA has lbur catcgorics ol ' r t tertrbers. rrarrrelv t ir l l  nrernber. overseas ntenrtrer. att i l iate lncrnt ' ler"

attd assc-rciate ttrerttber. A l i rrrcl  con' lpany cart clual i fy as a f ir l l  nrernberor an overseas nrernber i l ' i t  is
oit l rer t l tc I tranager or the ir tvestttrerrt  adviser of at least orre Irrvestrnent F'urrd.

An "lr tvestttrertt  F-tutd" rreans

O an authorized unit trust/mutual t i rnd: or
O a pooled ret ireltrett t  fund autl torized under the Code on lnvestrnerrt-Linked Assurance Schelnes clr

t l re C'ode orr Pooled Retirernerrt Irunds: or
O a ret iretnettt  scltente registered urrder the Occupational R.etiremelrt Sclrerne Ordinance; or
O a provident fund scltertre registered under t l ie Mandatory Providerrt l rund Schernes Ordinance: or
O a closed-ertd i l tvesttnertt  conlpany l isted on a recognized exchange.

' fhe rnai lr  dit fereltce betweelt these two types of rnernbers is that a f ir l l  nrenrber nrust be a contpany
incorporated in lJorrg Koltg or i f  i t  is incorporated outside Hong Kong. has establ ished a place of
busit tess irr Hong Kong wltereas an overseas rnernber must be a conrpany incorporated outside Hong
Kong.

An al l iate tnetnber is a cotnpany that has obtained a l icence f iorn the Ht-rng Kong Securit ies arrd
Irutures Contmissiorr tbr type 9 regulated activi t ies clr i t  is a f inrd cornpany irrcorporated irr the People's
I {epubl ic  of  ( lh i r ra:  ar rd i ts  pr imary business is  t i rnd managernent  inc luding thc nranagernent  of
discrct i t tr tary accoLrt l ts. segregated portfbl ios or prcvidirrg irrvestnrerrt rnanasenrent services tr-rr rrt-rn-
ccl l lect ivt:  i l tvestl t tett t  scltett tes or the rt tartager or investrrrent adviser of arry fulrcl  i rrvestnrent contpal ly
or arrangernelrt  rrot included as an l l tvestnrerrt Irurrd.

Alt associate lnelnber is a contpatty conductirtg or providing any service of accounting. legal. trulstee,
custodian. adlninistrat ion. baltking, distr ibutiorr.  and technological support to the f irrrd lnanagernerrt
irrdustry or any related prof 'essional services.

At preselrt .  HKIFA has 4l f i rnd Inaltagement cornpanies as f l l l /overseas rnernbers. nlanaging about
l .100 active SFC-authorized l 'ulrds. Assets under Inanagernent amounted to about U5$620 bi l l ion as at
t lre end o1'Novettrber 2006. ln addit ion. i t  has 52 atf i l iate and associate members.
wrvw.lr k itir.t-rrq.lr li
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