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The Cost of Waiting to Save for Retirement

As Hong Kong's population continues to age, people will face
potentially longer retirements. Retirees will require more savings to
maintain their lifestyle through their golden years. As life expectancy
increases, the cost of retirement also rises. This demographic shift
exacerbates the issue of inadequate retirement savings, as many
retirees may not have accumulated sufficient retirement reserves to
fund their prolonged golden years.

Preparing for retirement is a crucial financial goal. Yet it often isn't a
priority for younger generations for whom retirement seems too far
off, and a daunting and tedious task for older adults who have put it
off too long.

The Gap: Retirement Goal Expectations vs Reality

According to the latest AIA Desired Retirement Tracker* (the
“Survey”), respondents desire to retire on average at age 61.7, with
desired retirement reserves of HK$3.69 million (median), and a
desired post-retirement monthly living expenditure of HK$15,488
(median). However, the current median retirement reserves of
respondent are just HK$579,000.
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This means current retirement reserves need to grow over 6.37 times
to reach the desired level. It comes as no surprise that fewer than
half (42%) of respondents are confident of achieving their desired
retirement targets.
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The Cost: Saving Late vs Saving Early

We often think of the cost of ‘doing’ something. But in terms of
saving for retirement, the cost of doing nothing is just too high.
Waiting to prepare for your retirement could result in not just financial
strain, but emotional and physical burdens as well, as you may find
yourself depending on loved ones and more prone to health issues
as you age. Being prepared for retirement is a key driver of overall
wellbeing.

The Survey revealed that respondents in general are starting too late
and saving too little in preparation for their retirement. Respondents
save or invest 29.6% of their monthly income average. Just over half
(52%) of the MPF account holders do not have a clear savings or
investment plan for retirement. Moreover, among respondents who
have not begun planning for retirement, the average age they expect
to prepare a savings or investment plan for retirement is 51 years
old.
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The Choice: Working Longer vs Downsizing Your
Lifestyle
After applying independent actuarial calculations for each

respondent, 69% of respondents would have insufficient retirement
reserves for their desired living expenditure after retirement.

«

These “underachievers” have two choices: they could delay their
retirement by 10 years on average to afford their desired monthly
living expenditure after retirement; or cut their desired monthly living
expenditure by 58% or HK$9,011 (median) to live on their expected
savings.
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Delaying savings can diminish the power of compound interest and
investment growth. While starting early will see even small
contributions grow significantly over time, starting later means you'll
have to set aside a lot more money from your monthly paycheck to
achieve the same amount. Having inadequate reserves can lead to
financial hardship and reduced quality of life in retirement. Then there
are the underestimated costs such as rising healthcare costs and
unexpected health crises.

The Fact: The Advantage of Time and the Power of
Action

That said, it is never too late to start saving for retirement. Whatever
your age or financial status, you have the power to take action now,
by proactively managing your MPF, savings, investments and
insurance plans. Start simple:

1. Cultivate a strong savings habit

= Learn the key investing concepts and strategies, for example,
the compounding effect.

= Saving for retirement is a long-term discipline. With the
snowball effect of compound interest, every dollar saved may
yield potential returns over time, leading to more money for
your retirement.

2. Make the most of available tools and solutions

= Explore other resourceful, flexible ways of enhancing your
retirement nest egg based on your needs.

= For example, make good use of MPF Tax Deductible Voluntary
Contributions (TVC) to reduce retirement reserve shortfalls
while enjoying tax deductions.

3. Enhance your wealth and health cover

= In terms of medical protection, the public could consider using
Voluntary Health Insurance Schemes (VHIS) and portable
voluntary protection solutions to meet their future medical
protection needs.

There is no time like the present! By taking proactive steps to save
for retirement, we can pave the way for a fulfilling and financially
secure post-career life. Whether your passions are to travel, to spend
time with loved ones or pursue new hobbies, start today and invest in
your future to unlock the retirement of your dreams.

* The 14th AIA Desired Retirement Tracker Survey was conducted from 31 October to 11 November
2022, interviewing 1,023 respondents from the city’s working population between the ages of 18 and 65,
and who possessed at least one MPF account. The Survey was conducted by Cimigo, an independent
market research and consultancy agency.
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About Pension Schemes Association

Pension Schemes Association (the “PSA”) was established in February 2018. As the most prominent MPF sponsor
association in the industry, the PSA assumes the bridging role among stakeholders as to ensure our MPF system can fulfil
public and industry interests, and acts as a consultative body in liaising with relevant policy makers and regulatory bodies on
matters related to the development of the MPF system in Hong Kong.

Mission & Vision

Representing the MPF Community - To act as the representative body for all MPF Scheme Sponsors and industry
stakeholders in Hong Kong.

Providing thought leadership - To act as a consultative body in liaising with relevant policy makers and regulatory bodies
on matters related to the development of the MPF system in Hong Kong.

Enhancing Trust in the system - To enhance the trust and confidence in the MPF industry by partnering with industry
stakeholders to cultivate public awareness of MPF.

Disclaimer (for PSA):

This document is intended to be for information purposes only and is not intended as promotional material in any respect. It does not constitute any solicitation and offering of
investment products. The views and opinions contained herein are those author(s), and do not represent views of Pension Schemes Association (the “PSA”). The material is not
intended to provide, and should not be relied on for, investment advice or recommendation. Information contained herein is believed to be reliable, but the PSA makes no
guarantee, representation or warranty and accepts no responsibility for the accuracy and/or completeness of the information and/or opinions contained in this document,
including any third-party information obtained from sources it believes to be reliable but which has not been independently verified. In no event will the PSA be liable for any
damages, losses or liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or liabilities, in connection with your use of this
document or your reliance on or use or inability to use the information contained in this document. This document has not been reviewed by the Securities and Futures
Commission. Any link to other third-party websites does not constitute an endorsement by the PSA of such websites or the information, product, advertising or other materials
available on those websites and the PSA accepts no responsibility for the accuracy or availability of any information provided by linked websites.

Disclaimer (for AIA International Limited):

Investment involves risks. The above information is for reference only and shall not be disseminated, redistributed or used in any other manner or purpose unless otherwise
authorised by AlA. It is not and should not be taken as investment advice or insurance product recommendation, offer or solicitation to subscribe for any investment or insurance
products (including MPF scheme). Before making any investment decision, you must carefully assess your own risk tolerance level and financial circumstances, and refer to the
relevant MPF scheme brochure for details (including risk factors and charges). Before applying for an insurance product, customers must complete a financial needs analysis. If
you have any question on the above content, please seek independent advice from professionals. This information is issued by AIA International Limited (Incorporated in
Bermuda with limited liability) and has not been reviewed by the Securities and Futures Commission.
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