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Fee charged by MPF

service providers

MPF schemes provide services that go far beyond simple
investment management

v Have to provide a basket of services

v’ Apart from investment management fees, scheme members
also have to pay for scheme administration

MPF System is privately managed

v’ Trustees, investment managers and other service providers
are private companies and must charge fees to cover the
costs of their operations

Fees are deducted from the fund’s assets \
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Components of FER

Administration
0.75%

Others
0.4%

*According to the study by an independent consultant "
commissioned by the MPFA in 2012 3



®» A comparison tool

@ ity i FEE COMPARATIVE PLATFORM s g o 9 ° o

e Home  Ted - SESI BEPE Olossay Help
Analysis of FER (Fund Expense Ratio)
Average Highest Constituent Fund / Lowest Constituent Fund / i

Fund Type No. of Funds FER FER Scheme MPF Trustee FER Schem. MPF Trustee Details
FWD MPF Comprehensive Scheme Asian Equity

e o 22 ptole! o oews  fsions o Kong $AR Fund-clase T [l |
FWD MPF Master Trust Comprehensive Scheme
FWD MPF Comprehensive Scheme Stable

Mixed Assets Fund 185 172% 210% Growth Portfolio / FWD 0.70% e S e RBC IST =
FWD MPF Master Trust Comprehensive Scheme
BCT (Industry) Glebal Bond Fund / Asian Bond Fund /

Bond Fund 50 1.36% 1.89% BCT (MPF) Industry Choice BCT 0.77% AlA MPE - Prime Value Choice AIAT =
Guaranteed Fund / Principal Capital Guaranteed Fund - Class D /

T2z (A = 2035 kD MASS Mandatory Provident Fund Scheme L e (D Principal MPF Scheme Series 800 LI  wore |
IManulife MPF Conservative Fund - Advanced /
Manulife MPF Plan - Advanced RBC IST

Money ket Fund - MPF Comsencte. g e [
Manulife MPF Conservative Fund - Basic / RBC IST
Manulife MPF Pian - Basic

BOC-Prudential MPF RMB & HKD Money Market
Money Market Fund - non MPF Sun Life MPF RMB and HKD Fund - Class A / Fund /
Conservative Fund 10 1.04% 1.35% Sun Lite Rainhow MPF Scheme SunLie 0.60% BOC-Prudential Easy-Choice Mandatory Provident Fund Fedl  more |
Scheme

Principal HK Dollar Savings Fund - Class | / Principal HK Dollar Savings Fund - Class D /

Others 1.28% 1.39% Principal MPF Scheme Series 800 PRIN 1.02% Principal MPF Scheme Series 600 PRIN =

Reduction in average FER since the launch of the platform in 2007: 24.27%

No (%) of con:

ent funds in different ranges of FER

|| 1% or below 1.01% to 1.25% 1.26% to 1.5% 1.51% to 1.75% 1.76% to 2% 2.01% o 2.26% 2.26% to 2.5% above 2.5%
End 2013 || 59 (11.7%) 45 (8.9%) 52 (10.3%) 90 (17.9%) 122 (24.3%) 73 (14.5%) 33 (6.6%) 29 (5.8%)
End 2014 || 83 (16.2%) 53 (10.4%) 63 (12.3%) 102 (20.0%) 99 (19.4%) 61 (11.9%) 26 (5.1%) 24 (4.7%)
End 2015 || 72 (13.8%) 79 (15.1%) 85 (16.3%) 114 (21.8%) 105 (20.1%) 38 (7.3%) 18 (3.4%) 11 (2.4%)
1 Nov 2016 || 76 (15.7%) 69 (14.3%) 85 (17.6%) 115 (23.8%) 90 (18.6%) 34 (7.0%) 3 (0.6%) 11 (2.3%)




Limitations of FER

Only a comparison tool

A lagging figure

Not appropriate to be compared to
the fees of retail funds or overseas

pension systems




Where to find FER

®» Fund Fact Sheet

Investment Objective 1&& B 12 Fund Information Z& & %} Fund Risk Indicators' 2 & BB R4’
Annualised Standard Deviation FE % : 10.57%

To achieve long-term capital appreciation within a Fund Size B&HEEE

ool b 7.4 ;. 2a 2a
controlled risk-return framework through investing Million (HKS) B (B7T) 11400 Fund Performance Information® E& XH &k
mainly in global equities with some exposure in global Launch Date #iH BH - 4/1/2010
debt securities/money market instruments. NAV per unit (HK$) : 12,4304

FEALRBEARAHS MO BRELERELRE BRUAEFME(EL)
% BT EADEXBREERER BRAR

BRHRERAEE - Fund Descriptor =& FE fiilt
Equity Fund — Global

Portfolio Allocation & & #& 7 ’Lm =
Latest Fund Expense Ratio®

:1.28%

BTN E SRR

Cash & Others® B2 R H " 7.4%

Other Equities H iR 4.5%

HK Equities F/EMRE 0.2%

Japanese Equities BARRE 6.0% US Equities EEBRE 58.9%

European Equities SUERE  23.0%

Commentary ¥4

« The Federal Open Market Committee left rates unchanged at its meeting in January as expected, and reduced its » BERARTEZEE AR REENEMEZ 2016 FE - — AN 1 ANRE
expected number of rate hikes from four to two, as the Federal Reserve (Fed) acknowledged a slowdown in growth PHFEETE WHE 2016 FRBMERY 4 XHE2X 38 F
towards end of 2016 in its statement. During March, global stock markets experienced a rally as the dollar grew BAER - BT LS.

s s BRI RERS ESEMRTREERHRAR I ZEDAREEER »
* European Central Bank (ECB) president Mario Draghi reiterated that the ECB would do what was necessary to push 2%KEE - At BNATRIARBE—SRERTE  PIEEMEEEE -

inflation back to its target of 2%. The ECB then launched further policy easing in March, stimulating growth in | EELRED - SH(E5RN) BESEHNAE - TERHECBNERE

ELmpLan fconarie. BERARALING - HEHBTHER -
* Asia ex Japan equities posted a slight gain for the quarter despite ongoing volatility. Major player China experienced 6

an economic slowdown and significant currency outflows, which affected other Asian countries as well.



Where to find FER

®» Fee Comparative Platform on MPFA website

Latest

MPF Sch Constituent Fund T FER
Trustee Cheme Fund und lype
1.01%

ocl
5 Year

BEA  BEA(MPF) Value Scheme BEA Asian Equity Fund Equity Fund $57
BEA BEA (MPF) Value Scheme BEA Global Equity Fund Equity Fund 1.01% $11 $57
BEA  BEA(MPF) Value Scheme BEA Greater China Equity Fund Equity Fund 1.01% $11 $57
China Life  China Life MPF Master Trust Scheme China Life Hong Kong Equity Fund Equity Fund $11 $58
Manulife  Manulife Global Select (MPF) Scheme Manulife MPF Hang Seng Index Tracking Fund Equity Fund 1.03% $11 $58
Bocip  BOS-Rrudential Easy-Choice Mandatory Frovident o prudential CSI HK 100 Tracker Fund Equity Fund 1.03% $11 $59
HSBC Hang Seng Mandatory Provident Fund - ValueChoice ValueChoice European Equity Fund Equity Fund 1.04% $11 $59
HSBC  HSBC Mandatory Provident Fund - ValueChoice ValueChoice European Equity Fund Equity Fund $11 559
BOCIP My Choice Mandatory Provident Fund Scheme My Choice Hong Kong Equity Fund Equity Fund 1.04% $11 $60
PRIN  Principal MPF Scheme Series 600 Principal Hang Seng Index Tracking Fund - Class N Equity Fund 1.04% $11 $60
PRIN  Principal MPF Scheme Series 800 Principal Hang Seng Index Tracking Fund - Class N Equity Fund $11 $60
BOCIP My Choice Mandatory Provident Fund Scheme My Choice Global Equity Fund Equity Fund 1.05% $11 $60
HSBC  Hang Seng Mandatory Provident Fund - ValueChoice ValueChoice Asia Pacific Equity Fund Equity Fund 1.05% $11 $60
HSBC  HSBC Mandatory Provident Fund - ValueChoice ValueChoice Asia Pacific Equity Fund Equity Fund P $11 $60
BEA  BEA(MPF) Value Scheme BEA Greater China Tracker Fund Equity Fund $11 561
HTHK  Haitong MPF Retirement Fund Haitong Asia Pacific (excluding HK) Fund - Class T Equity Fund 1.06% s11 561
SunLife  Sun Life Rainbow MPF Scheme Sun Life FTSE MPF Hong Kong Index Fund - Class A Equity Fund 1.06% s11 561
SunLife  Sun Life Rainbow MPF Scheme Sun Life FTSE MPF Hong Kong Index Fund - Class B Equity Fund $11 561

1.06%

1.07%

1.07%

1.07%

1.07%




International Organisation of

Pension Supervisors

®» Working paper (no.15)

v’ Among different private pension systems in the
world, Hong Kong was a pioneer in developing and
using a synthetic indicator of fund fees

v'The FER was regarded as an effective tool to help
scheme members compare fund fees




MPFA efforts to drive fees down

Laying down requirements on fee
disclosure to increase transparency

@ Launching the Low Fee Fund List

Introducing the Employee Choice
Arrangement

@ Simplifying scheme administration work

Encouraging trustees to merge less
efficient schemes and funds

Implementing the Default Investment \
Strategy with fee caps . @




Fees and Expenses of MPF Funds:

An Overview of the Fund Expense
Ratio and Its Trends

Major Findings



FER reduction trend is

persistent
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Downward trend of FER for

all fund types

Fund Type Average FER
Jul 2007 Jun 2016 Reduction
Equity Fund 2.07% 1.58% $24%
Mixed Assets Fund 2.11% 1.72% 4 18%
Bond Fund 2.12% 1.38% J435%
Guaranteed Fund 2.55% 2.08% 4 18%
MPF Conservative Fund 1.48% 0.69% 453%
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Number of low FER funds

increased substantially

®» The number of funds with an FER
of 1.25% or lower

\
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Actively Managed Equity
Funds: 1.74
Funds: 0.89
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Passively Managed Equity

reported a lower FER
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Other findings

Higher FER =& Higher returns

Larger funds,

Lower FERs
older funds =

Larger FER == Higher growth
reductions of inflows




Choice of Low-fee Funds

Low-fee Funds

Number of funds
Oct 2016 : 429

\

@



Portable MPF assets

Portable MPF assets

about $450 billion

Total MPF asset value

Sep 2016 : S655 billion




Default Investment Strategy



Default Investment Strategy

®» DIS has fee caps




Default Investment Strategy

Fee caps will have a

benchmarking effect,

enhancing competition and

bringing about further MPF fee

reduction /




The average FER
is decreasing and
has fallen 24% so

Conclusion

o

Fees of MPF funds

. should not be

| compared with fees
of retail funds

Funds with 3
higher FER may
not have better
investment
performance




When two funds have
- similar investment
" objectives, the one
| that charges lower
fees would likely have

a better return

~ Scheme members

“ should consider the

| FER when making
investment decisions

Conclusion

¥

40% (169) of the funds in
~ the market are Low-fee
| Funds, and 70% of MPF
assets (about $450
billion) are portable

DIS is a ready-
made

| investment
solution with
fee caps




Active management of MPF
accounts by scheme members
would bring market forces to

bear on providers

Scheme members should
consider fees when choosing
MPF funds

With the concerted efforts of
scheme members and the MPFA,
fund fees would come down
further




Q&A



