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Normal seems a long way off, but the future is fast
approaching, it’s time to get retirement savings back on
track

Hong Kong has ended its mask mandate and lifted all its social
distancing measures, marking a transition to normality. The
announcement came after three long years of anti-epidemic
restrictions. It comes as no surprise that many Hong Kong citizens
have kept their face coverings on, even as rules have eased.

However, there are signs that the tip toe towards normalcy is gaining
pace, in social and family gatherings, shopping and entertainment
excursions, as well as in enthusiastic holiday planning. It feels like a
state of limbo — you’re neither in a pandemic nor in normalcy.
Transition periods like these are always tricky to navigate. But like
any journey, it is crucial to reflect and ensure that you’re headed in
the right direction.

Challenge: retirement

savings

There is no doubt that the pandemic has had an impact on our
psychological wellbeing. After years of disruption, there is
widespread pandemic fatigue and frustration. Surely many are
experiencing a pent-up urge to spend on things that aren’t necessary
to make up for lost time.

Revenge spending can harm

Spending on ourselves and our friends feels like satisfying
vengeance on the pandemic and well-deserved compensation for
years of being deprived of a social life. It is a collective, shared
sentiment among many in Hong Kong. According to the latest AIA
Desired Retirement Tracker (the “Survey”), after three years of
pandemic restrictions, people are ready to increase their spending on
entertainment and travel: 73% of respondents will spend more on
entertainment as social life returns to normal; 58% plan to travel; and
nearly half (46%) plan to travel in the next three to six months, with
an estimated budget of HK$22,918 (median) to include flight tickets,
accommodations, shopping, etc.
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Opportunity: Create a new normal for your retirement
savings
Normalcy may still feel like a long way off. But the one thing we can

count on is the future showing up — often sooner than expected —
whether we have prepared for it or not.

The famous adage, “Living well is the best revenge”, reminds us that
if we allow revenge spending to derail our retirement savings plan
and let our pent-up anger lead to negative habits such as mindless,
frivolous spending, it will have a negative impact on our financial
future. This is especially important as many of us saved more during
the pandemic. The Survey found nearly half of respondents (47%)
have increased their personal savings over the past three years due
to reduced travel or shopping. Of these, around 40% have achieved
extra savings of over HK$40,000. This progress in retirement savings
is important to protect.
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Far from being trapped in a passive limbo, Hong Kong people should
recognise this transitional moment as an excellent opportunity to
create a new, better normal for retirement savings. Make the most of
your head start, and be more aware, more astute, and more active in
planning for our future. Our small choices today may make a big

difference to our future. Seize the day and get your retirement
savings back on track:
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1. Strike a balance between spending and saving

= Understand your own behaviour. You have goals and dreams,
and you know how temptations can derail you from reaching
your aspirations.

= While the desire to spend more on travel and social activities in
a post-pandemic environment is understandable, aim to strike a
balance between spending and saving. Indulge — but within
reason.

= |n addition, build a habit of making regular savings.

2. Make compound interest work for you

= Saving for retirement is a long-term discipline. With the
snowball effect of compound interest, every dollar saved may
yield higher returns over time.

3. Take advantage of available tools and solutions

= Besides cultivating a savings habit, and adding to savings
whenever possible, you should also 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.

= Voluntary MPF contributions have gained traction in recent
years. The number of TVC accounts increased by more than
45%, from 44,000 as at December 2020, to 64,000 as at
December 2022, indicating that the tax incentive for TVC is
attractive to the Hong Kong workforce.

= TVC offers flexibility and a low entry point, which means
members can make contributions of varying amounts as low as
a few hundred a month at irregular intervals. They can increase
or reduce their contributions. They can also suspend or resume
making contributions at any time to suit their personal
circumstances.

With every challenge comes opportunity. While the pandemic has
affected all of our lives, it has also provoked reassessments of our
priorities and nudged us into taking a closer look at our future. As we
get back to normal, let's refocus on our retirement planning by
considering all the components of a fulfilling retirement life.
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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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