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MPF is more than just savings

MPF is often labelled either a retirement investment or
retirement savings. How you view it will directly affect
how you allocate your funds. If you treat MPF like a
savings account that passively earns interest, and do not
actively manage your portfolio, you may be undervaluing
its investment potential. That is because MPF’s purpose
is not only to keep pace with inflation; it is also meant to
build and grow wealth through long-term compounding
over 30 to 40 years. In other words, MPF is
fundamentally different from bank savings as it is not
simply about putting money in a bank account to earn
interest.

From ‘Save’ to ‘Grow’

For members with lower risk tolerance, investing in lower
risk MPF funds, such as Conservative Funds or
Guaranteed Funds, can feel much like putting money in
the bank, where preserving capital is the main aim.
However, investing in these ‘parking funds’ for years
would misinterpret the purpose of a pension, and you
may also miss the following four key investment
advantages:

1. Spread risk through diversification: MPF offers a
wide range of fund types across different risk levels,
including Equity Funds, Mixed Assets Funds, Bond
Funds, Guaranteed Funds, MPF Conservative
Funds and Money Market Funds. You should
regularly review and allocate a portfolio that matches
your goals and risk tolerance, then let the investment
managers manage the fund strategies in response to
market conditions.

2. Diversify globally to capture potential growth:
The MPF market offers constituent funds that invest
across different countries and regions. As economic
cycles and geopolitical factors affect regions
differently, global diversification can help reduce the
risks arising from fluctuations in any single market.
At the same time, investment managers can use
their experience and international networks to
identify potential opportunities worldwide and
capture growth in different markets.

3. The compounding effect: Your MPF account does
not just include the monthly contributions, any past
investment gains also stay invested in your account
and continue to compound. The larger your balance
and the longer your investment horizon, the more
pronounced this snowball effect becomes. If you use
bank savings rates as a benchmark for MPF returns,
you are likely underestimating MPF’s potential
growth.

According to MPFA data as at end of December
2025, since the MPF system was launched, the

Equity Fund category has delivered the highest
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annualised net returns among all fund categories,
averaging 5.0%, and reaching as high as 9.2%. By
contrast, the MPF Conservative Fund category has
averaged an annualised net return of 1.0%, making it
one of the lowest-returning categories. Looking at
2025 alone, the gap was even wider: 24.8% versus
2.3%." If contributions over 30 to 40 years are kept
only in relatively low-risk funds, the final retirement
balance could be several times lower.

Make good use of MPF’s flexible arrangements

Although Conservative Funds and Guaranteed Funds
make up only 6% and 2% of the total number of MPF
funds respectively, ' in 2025 they attracted more than
42% and 14% of the market’'s net inflows for the year.
The MPF Conservative Fund category also ranked the
lowest in performance, yet remained the most popular
category. 2

Of course, performance is not the only factor when
choosing funds. Members should also consider their risk
tolerance, age, life stage, fund fee levels, market
conditions and other factors when building a portfolio. If a
member prefers low risk as a long-term objective, or
adopts a low-risk strategy as retirement approaches,
aiming for returns similar to bank deposit rates, they
should consider increasing contributions and deferring
withdrawals to improve retirement outcomes. Members
can make voluntary contributions, including Tax-
deductible Voluntary Contributions (TVC) with a
maximum annual tax deduction of up to HKD 6,000 (note:
withdrawals are only allowed at age 65 or under specific
statutory circumstances), and arrange to withdraw MPF
after retirement in instalments or monthly. This increases
the investment principal and extends the compounding
period. It reflects a more well-rounded MPF investment
mindset.

Source:
1. Mandatory Provident Fund Schemes Statistical Digest, December
2025 issue.

2. MPF Ratings (15 January 2026). Unusual member behaviour and
sponsor’s growing dominance seen in MPF’s 2025 fund flow results
(Media release).

Disclaimer (applicable to the of this article):

Investment involves risks. Past performance is not indicative of future
performance. The value of financial instruments, in particular stocks and
shares, and any income from such financial instruments, may go down as
well as up. For further details including the product features and risks
involved, please refer to the relevant MPF Scheme Brochure. The content
shared in this article should not be viewed as investment
recommendation and advice. You should seek professional analysis and
advice before making any decisions related to the information shared in
this article. If you are in doubt about the contents of this material, you
should seek independent professional advice.
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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.
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