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@“ IS EHIE
MPF system

® Shtitl144F
In operation for almost 14 years

® NFNEE/R—EHBIxE - aiERENE
e
Government and MPFA committed to
improving the system and have put
forward reform proposals
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@5 sEIEEHE
MPF system

® mEFHIFIERFREERE

Particular issues of public concern:

* EREE  RSERERE
+ Great variety of funds — difficult to
make an investment choice

+ BB KFRS
+ High fees

@5 sEIEEHE
MPF system

g F—F
Next step of reform

® EH—EI—MNELE

Provide a standardized fund SRDRE
RET TSRS
Consistent with the objective
of retirement savings »
RULE
low fee
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@" "ZILVEE
“Core fund”

AR

Two main features

"ZIOEE
“Core fund”

REGBERERE RS
Automatically reduce investment
risk as members approach
retirement age

RAENEEE
Subject to fee controls

@“ "IZILEE
“Core fund”
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Other members

Scheme members
choose to investinit

who do not make

an investment
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\ SONEAEFERZHE ?
@ Why enhance regulation of
default arrangement?

IRE R E A
Types of existing default funds
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Mixed Assets Fund MPF Conservative Guaranteed Fund Others BoEE AERERE SIS )
Fund Diversified into  g;ced on members' age
different CFs (target date/
life cycle strategy)

v SONEAEEFERZHE ?
@ Why enhance regulation of
default arrangement?

ERESHNESARS RRELOHRZE (2009F4A8 - 2014538 )
Highest and lowest monthly returns for default funds (April 2009 - March 2014)
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% SONEAEFERZHE ?
@ Why enhance regulation of
default arrangement?

2013F:A&E

Wit REEES 2013 survey

Said they had never
made a fund choice

RENRVETEIRE

Scheme members who

responded to the surve
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v SONEAEEFERZHE ?
@ Why enhance regulation of
default arrangement?

International experience

@
\ ® KSHHE -
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OECD:
= well-designed default funds are very
important

® SMNEIFIE -
IR L AARREENRE
Overseas systems:
impose different levels of regulation on
default arrangements




@" "ZIVEE ) SR
Key features of “Core fund”

JL =2 5

(I) IREHREE Investment Strateqy
¢ RRTFREIBERERE Automatically reduces risks with age

m {E% Bond
m 5 Equity

AEB‘E‘.’F: / E?“EIHHEE Llfe cycle/target date funds
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Key features of “Core fund”

(I) RERE
Investment Strateqy

® WENEHE

Passive management

¢ ShRREEBEAES
Pooling of investment building blocks
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Key features of “Core fund”
(II) WE B

Fee Controls

& <0.75%
Fee <0.75%

HERZEEZE<1.00%
Fund Expense Ratio <1.00%

i EERXUXRERESARZGESEEENES - BEARKEE
BEREESAXMNEERS -

Note: Fund Expense Ratio (“FER”) is a ratio that measures the expenses
of MPF fund as a percentage of fund size. Fees and charges are
generally the main component of fund expenses.

@\- "IZILEE
“Core fund”

AE

(BB, Roles

@ BERANEETSE

provide a benchmark for fees
and performance of MPF funds

(REHRFE - HENRE
increase market competition
and reduce fees
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@ Consultation period

® HIH#E=2014F9H30H
Till 30 September 2014

\ 52y ] 2
@ Consultation period
® EMH

Consultation paper:

AT EL AT 48 0k

MPFA website Government website
www.mpfa.org.hk www.fstb.gov.hk/fsb
HERINSE |

MPFA offices

BT ESMERBIEPL

Labour Department Recruitment Centres
RHEHESEEAREPL _
Home Affairs Department Public Enquiry
Service Centres

HEAZEEEEHBAPO

Consumer Council Consumer Advice Centre
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Timetable

2014F9H308: LR
30 September 2014: Consultation ends

2014FK/2015%F¥): HIEBISEBH %=
Late 2014/Early 2015: Formulate a concrete proposal

2015-2016F: TR FRBIDERE R
2015-2016: Complete necessary legislative process

20165 EfEL "RLEE
2016: Aim to launch “core fund”
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