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Abstract

The paper > using an analytical approach, takes a look at institutional regimes and

operational management styles between Hong Kong’s Mandatory Provident Fund Schemes
(MPF) and Taiwan’s Pension funds - In addition takes a quantitative approach to calculate and
compare the funds returns, while utilizing Sharpe Ratio and Beta to evaluate the risk- reward
relationships. The paper uses quarterly reports from the MPF and Taiwan Pension Funds
between Sept. 2006 to Dec.2012 to research for the fund with the better overall structure.

Although through these years Taiwan’s Pension Fund has switched from a defined
benefits plan to a defined contributions plan its performance and management methods still
remain a topic of concern for participants. Moreover, while collecting data for the paper, it
was noted that the Taiwan government’s system for preserving and publishing statistical data
in this field is still in need of improvement. In comparison to Hong Kong’s pension system,
though it does not guarantee a minimum return, but under its stringent regulations the fund’s
return and management methods seems to have better performed over the years. MPF also has
a more flexible system and a more comprehensive structure for data collecting and keeping;
though do consider the fact that Hong Kong is a country highly ranked for its efficacy and a
country admired by the rest of the World for having a surplus in its fiscal balance. On the
other hand, turning to values at risk, Taiwan’s pension plan is viewed as being more risky,
thus would need a better global diversification strategy to improve its performance.

The paper suggests that in order for Taiwan to increase the voluntary contributions ratio
among pension funds, it should consider incorporating Hong Kong MPF’s method of letting
beneficiaries decide on their investment objects with regards to the portion they have
contributed, whether it’s through pension insurance or fund investments, the ultimate goal is

to increase the fund’s performance.

Keywords: MPF(Hong Kong) ~ Labor Pension Fund(Taiwan) ~ CPF(Singapore) ~ Pension

System
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EREE | BREE | BRER | BREH BBz BHE 2 el e
(Years) (Years) | (Years) | (Years) P e §&%§%

% % 2
3ok 1T 12 15 21 17.25 4.5 5. 25
3ok~ 45k 12 15 21 15.75 5. 25 6
5%~ 504 12 15 21 14.25 6 6. 75
o0&~ Db 10.5 13. 875 24,375 10. 123 7.125 7.125
Dok~ 604 7.875 9.75 17. 625 9 1.5 7.125
604~ 65 5. 25 5. 625 10. 875 3 1,125 6. 75
654 11 ¢ 4. 875 3.75 8.625 0.75 0.75 7.125
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EREE | BRER | BRER | ERER BEFZ BIE 2 b
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% % =
3o LT 12 15 21 17.25 4.5 D. 25
3ofk— 45k 12 15 21 15.75 5.2 6
458~ b0 12 15 21 14. 25 6 6. 75
D0 - HhA& 10.5 13.875 24. 375 10. 123 1.125 1.125
Do - 60 7.875 9.75 17. 625 9 1.5 1.125
604 - 654 5.25 D. 625 10. 875 3 1.125 6. 75
G5 11t 4,875 3. 79 8. 625 0.75 0.75 1.125
FALK R AThel Y L O ft 4
#2-2-1 A B nfh & R/EF
HERAEBMAG B EHRK R BB
Monthly relevant Income | Employer’ s contributions | Employee s contributions
6,500 F 2% AR R
6, 500 - 25, 000 2% 2%
25,0002 L 1,250 1,250
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%222 ApnfAERFT AR

(Fa#~) HKS nillion

——— . — EFfp
Period - ) Contributions Return’ during Annualized
Period- | PeriodEnd | during the Period |  the Period Internal Rate of
Begimngin Return3
(a) (b) (c) (b)-(a)-(C)

1.12.2000-31. 52002 0 42,125 43,878 -1, 753 -4.9%
1.4.2002-31.3.2003 | 42,125 | 59,305 23,016 -0, 837 -10. T
1.4.2003-31.3.2004 | 59,305 | 97,041 22,133 15, 604 22. 0%
1.4.2004-31.3.2005 | 97,041 | 124,316 22, 205 5,070 4. Th
1.4.2005-31.3.2006 | 134,316 | 164,613 23,435 16, 862 12. 3%
1.4.2006-31.3.2007 | 164,613 | 211,199 24,684 21,901 12. 4%
1.4.2007-31.3.2008 | 211,199 | 248,247 26, 844 10,205 4. 5%
1.4.2008-31.3.2009 | 248,247 | 217,741 38, 903 -69, 010 -25. 9
1.4.2009-31.3.2010 | 217,741 | 317,310 29, 484 70, 086 30. 1
1.4.2010-31. 3. 2011 | 317,310 | 378,280 31, 864 29,106 8. Th
1.4.2011-31. 3. 2012 | 378,280 | 390,744 34, 687 -22, 224 -0. B%
1.4.2012-31.3.2012 | 390,744 | 439,839 28,093 21,003 2. 2h

afi EFIRT H Ik

Since Inception of the MPF System
1. 12.2000-31. 12. 2012 0 439,839 348,826 * 91,013 4. 0%

FHLRR: AR A
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#4-1-1 S#F IR EFETERFY

oS3

oS3

o A F 3T

o A F 3T

FRIES TR E TR EF TR E i
in Actual Rate of Actual Return(NTS) Actual Rate of Actual
return(%) return(%) Return(NTS$)

1987 5.145 195,492,785

1988 5.255 1,045,481,197

1989 5.598 1,603,011,149

1990 9.0849 3,308,016,402

1991 10.5332 4,652,868,846

1992 8.5531 4,542,827,749

1993 8.2595 5,333,854,120

1994 8.1048 6,170,171,042

1995 7.7461 6,755,749,215

1996 8.2194 7,854,924,155

1997 8.2026 9,050,761,238

1998 7.4848 9,540,648,317

1999 7.3193 11,362,013,456

2000 0.55 1,616,689,182

2001 3.1295 7,444.,205,064

2002 0.8964 2,349,352,884

2003 5.4054 16,059,043,443

2004 2.2131 7,434,384,946

2005 2.9981 11,177,972,018 1.5261 60,203,663

2006 5.0808 20,330,762,165 1.6215 1,235,817,006

2007 5.0406 21,448,785,851 0.4206 755,515,381

2008 -9.3734 -42,827,290,388 -6.0559 )
17,663,319,361

2009 13.4012 63,760,676,187 11.8353 48,112,567,359

2010 2.1135 10,826,150,377 1.5412 8,230,512,235

2011 -3.5329 -19,097,555,516 -3.9453 ]
26,401,058,305

2012 4.4992 25,270,899,851 5.0154 40,634,829,079

Average 5.074123077 1.4948625
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‘-O-Worke s per retiree

7.11%6.29%5.67%5.40%5.36%5.18%5.04%4.92%4.70%4.59%4.65%64.70%4.49%3.99%3.45%2.97%2.67%2.58%2.61%2 .65%2.65%

F 4% % Jk: U.S. Bureau of the Census, International Data Base
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Japan Workers per retiree
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1990|1995 2000 2005|2010
T g |®|F|F
5.14%A4.34%32 .66%32.19%2 . 74%

2015 (2020|2025 |2020/2035 2040|2045 |2050
£ T |F|F | | T 5|5
2.28%2.09%2 .06%2 .02%1.90%1.69%1.58%(1.55%

F L &k m: U.S. Bureau of the Census, International Data Base
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FaemBillion)
"R Y 258. 66
= RS 20 57
m s HER G4 B3.87
m AR 7.08
LR 2 g ¥ 23.24
m ek 53.82
R £ 2 52, 63
F 443 (Billion)
= Bk £iEE 4 53,36
L LESE L 107. 45
= L B 4 63. %5
LTI 49.35
ey 142, 16
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IR 0% /
-15% /
-20% k/
o WAL | BAARETL
M ak WA R IR A 1 F ks PriEks PETT I N
== F 4R £ 5.65% 3.66% 1.27% 0.68% 0.19% 0.11%
P T AL 15.39% 9.13% 4.31% 1.58% 0.96% 0.48%
—i— S KA H ElR -20.63% -13.72% -2.76% -2.24% -0.68% -0.05%
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