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Fee charged by MPF  
service providers 

 

• MPF schemes provide services that go far beyond simple 
investment management 
 

Have to provide a basket of services 
Apart from investment management fees, scheme members 

also have to pay for scheme administration 
 

• MPF System is privately managed 
 

 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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FER 
 

1.74% 
 

(2012) 

Investment 
management 

0.59% 

Administration 
0.75% 

Others 
0.4% 

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

Components of FER 
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What is FER 

 A comparison tool  
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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 
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 Fund Fact Sheet 
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Where to find FER 



Fee Comparative Platform on MPFA website 
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Where to find FER 



International Organisation of 
Pension Supervisors 

 

Working paper (no.15) 
 

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

The FER was regarded as an effective tool to help 
scheme members compare fund fees 
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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 
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Fees and Expenses of MPF Funds:  

An Overview of the Fund Expense 
Ratio and Its Trends 

 

Major Findings 
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FER reduction trend is 

persistent  

 
 



Downward trend of FER for  
all fund types  
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Fund Type Average FER 
Jul 2007 Jun 2016 Reduction 

Equity Fund 2.07% 1.58% ↓24% 

Mixed Assets Fund 2.11% 1.72% ↓18% 

Bond Fund 2.12% 1.38% ↓35% 

Guaranteed Fund 2.55% 2.08% ↓18% 

MPF Conservative Fund 1.48% 0.69% ↓53% 



Number of low FER funds 
increased substantially 

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

 
Sep 2008 

 
Jun 2016 
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（↑12 times） 
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Publication Date 

Passively Managed Equity Funds Actively Managed Equity Funds 

Passively managed equity funds 
reported a lower FER 
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Other findings 
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Higher FER             Higher returns 

Larger funds,  

older funds  
Lower FERs 

 
Larger FER  
reductions 
 

Higher growth 
of inflows 



Low-fee Funds 
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Choice of Low-fee Funds 

40% 
169 

Number of funds 

Oct 2016︰429 
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       70% 
about $450 billion 

Portable MPF assets 

Total MPF asset value 

Portable MPF assets 

Sep 2016︰$655 billion 



 

 

 

Default Investment Strategy 
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DIS has fee caps 

Default Investment Strategy 

 
 Recurrent  

out-of-pocket  
expenses 

0.2% 

 
Management  

fees 

0.75% 
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Default Investment Strategy 

  
 

Fee caps will have a 

benchmarking effect , 

enhancing competition and 

bringing about further MPF fee 

reduction 
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Conclusion 
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Conclusion 
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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 23 
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