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Prospering in a new era of healthier longevity with behavioral changes

As societies and medical technology advance,
people on average are living longer.
Accumulating enough money to fund a retirement
that could last multiple decades is becoming a
formidable challenge. The recently released
Manulife Asia Care Survey 2024! revealed that in
Hong Kong, despite their desire to achieve a high
level of financial well-being, people feel that they
will fall short of their own expectations due to
rising living and healthcare costs. Close to three-
guarters (70%) of Hongkongers believe they need
to boost their retirement and pension benefits
from their employers, as well as enhance medical
insurance coverage, to secure their future in
retirement. Therefore, it is essential for individuals
to take a holistic approach to retirement planning
and investing.

Three strategies to mitigate risk of income
shortfall in retirement

Longevity risk, or the risk of outliving one's
savings, is a critical factor in retirement planning.
Hongkongers are now ranked as the longest
living people in the world?, and this poses
significant challenges for retirement planning.
Fortunately, people may adopt three simple
strategies to help mitigate this shortfall risk.

1. Contribution rate: Consistently contributing a
significant portion of income towards
retirement savings is crucial. A contribution
rate of 15%?2 over a long-term period
significantly reduces the probability of income
shortfall. Conversely, a lower contribution
rate, such as 5%, can drastically increase
shortfall risk. Employers also play a vital role
in encouraging higher contribution rates
through matching contributions while enjoying
deduction in profits tax.

2. Accumulation period: Starting to save earlier in
one’s career is essential. Delaying retirement
savings by a decade can result in nearly a 50%3
reduction in accumulated savings due to the loss
of compounding growth.
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The earlier an individual begins saving, the
more they can benefit from the power of
compound interest. This long-term growth
potential makes a significant difference in
retirement planning.

3. Investment choice: Contrary to common
belief, opting for conservative investments,
especially when one is younger or still many
years from retirement, can increase shortfall
risk. A more balanced approach (see chart 1),
i.e. incorporating growth assets in one’s
savings portfolio helps mitigate the risk of
outliving retirement savings. While
conservative investments may seem safer,
they often do not provide the growth needed
to outpace inflation and sustain a long
retirement. A diversified portfolio that includes
a mix of equities, bonds, and other asset
classes can provide a better balance of risk
and return, helping to ensure a more stable
financial future.

Chart 1: Diversifying your investment choices helps
to lower shortfall risk
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Diversification reduces
shortfall risk
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Shortfall probability

Source: Multi-Asset Solutions Team, Manulife Investment
Management, December 2023. Target-date portfolio at age 25
consists of equities (95%), cash (1%), fixed income (4%); at age
65 consists of equities (50%), fixed income (45%), cash (5%).
60/40 portfolio consists of equities (60%) and fixed income
(40%), cash portfolio consists of cash (100%).
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What’s next?

Hong Kong is experiencing notable demographic
shifts, including changes in family structures and
family relationships. According to the
aforementioned survey?, 40% of Hong Kong
adults no longer view their children as financial
safeguards for their old age. This shift
necessitates a re-evaluation of retirement
strategies, focusing more on individual financial
resilience.

Successful retirement planning requires a
proactive and comprehensive approach to tackle
the unique challenges posed by longevity risk,
gender disparities, and evolving family
circumstances. Embracing the three strategies of
contribution rate, accumulation period, and
investment choice helps individuals to better
prepare for a financially secure retirement.

Additionally, ensuring multiple sources of
retirement income, such as pensions, savings,
and investments, can provide a safety net
against financial uncertainties. Diversification
reduces reliance on a single income source and
helps mitigate the impact of market volatility.

About Pension Schemes Association

By taking a holistic approach to retirement
planning, Hongkongers can achieve enhanced
financial wellbeing and peace of mind as they
enter their golden years.

Source: Manulife Investment Management

1. Source: Manulife Asia Care Survey 2024, conducted between January
and February 2024 with over 1,000 adults aged 25-60 in Hong Kong

2. United Nations Vital Statistics Summary and Life Expectancy at Birth
for 2022

3. Multi-Asset Solutions Team, Manulife Investment Management,
December 2023

Disclaimer (applicable to the contents of this article):

Investment involves risks. Before making any investment choices, you
should consider the scope and the service level offered by the scheme
trustee and relevant service provider, whether fund choices are sufficient
enough and suit your investment needs, and the related fees and
charges. You should also consider your own risk tolerance level and
financial circumstances. Investment loss or gain may be incurred when
transferring accrued benefits to/from other provider(s). Please refer to the
MPF Scheme Brochure and Key Scheme Information Document for
details including risk factors, fees and charges of the scheme.

This article is the property of Manulife (International) Limited
(Incorporated in Bermuda with limited liability) (“Manulife”). Unless
otherwise indicated, the materials and information in this article may not
be altered, reproduced, disseminated or distributed in any format without
prior permission from Manulife. Manulife may change the content of this
article from time to time without giving any prior notice.

This article is for general reference only. It does not constitute an offer to
see or a solicitation of an offer to buy any products or services from
Manulife or any of its affiliated companies. This article is not intended to
give any kind of financial, insurance, legal, accounting or taxation advice
and shall not be based upon as any kind of such advice.
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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.
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