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@ MPF System
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e BEFMIMEK : 3.4%
o EERXIEER: 1.74%

Latest Figures
e Annualized Rate of Net Return: 3.4%
e Fund Expense Ratio ( “FER" ): 1.74%




v SIS I R RRLER
MPF System Maturity Horizon
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Pension System Maturity Horizon
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Findings of Cost Study
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Indicative Breakdown of Fund Expense Ratio (FER)
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Findings of Cost Study
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MPF Administration Cost and Expenses Breakdown by Value Chain
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@ Strategic Recommendations
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(5) BAFTBWE R KFNERE

(1) Implement industry-wide initiatives to deliver end-to-end online and
electronic payments and data processing

(2) Introduce measures to facilitate account consolidation, while
transitioning to full member choice

(3) Facilitate industry consolidation of MPF schemes, investment funds,
trustees and administration platforms

(4) Clarify objectives of MPF System
(5) Improve scheme governance and transparency
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@ Cost Savings to be Achieved
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*As MPF assets grow to over $500 billion (around 2018), the expense ratio will
naturally reduce by 25 basis points. That means, the expense ratio could be reduced
by a maximum of 60 basis points in total.
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@ Improvement Measures
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Collaboration of Four Parties

o Trustees and sponsors: provide low-fee funds and step up promotion of
these funds

e Scheme members and employers: change their way of managing MPF
accounts

e MPFA: continue to carry out improvement measures, including facilitating
trustees to adopt electronic platforms and to merge less efficient
schemes/funds

o Government: clearli define the role of the MPF Sistem




v A
@ Short Term Measures
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Four Programmes

Offering various types of low-fee funds
Streamlining and automation of procedures
Consolidation of personal accounts
Consolidation of MPF schemes/funds

MPF Reform
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Ideal MPF System

o Clearly defined role in retirement protection
e Stronger member advocate function

¢ Member-driven

e Simple to use

e Maintained at a reasonable cost
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@ MPF Reform Proposals
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Proposed Reform Approaches

o Cap fees of MPF funds

e Mandate provision of low-fee funds in MPF schemes
e Provide a basic, low-fee default fund arrangement

¢ Introduce a not-for-profit operator to operate a simple
and low-fee MPF scheme
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@ MPF Reform Proposals and Cost Study
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