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HKTA Response to the Consumer Council on Fees Survey

The Consumer Council released its first fee survey on MPF in July last year. With the
increase in transparency, many service providers launched new products and offered fee
reduction to members in the past year in response to their appeal for lower fees. The
Consumer Council has just completed another fee survey this year to compare the service fee
within same type of funds and their percentage of reduction so as to provide a more
comprehensive profile of the current MPF market. The Council approached the HKTA last
week right before they finalized the survey. Our response is provided as follows:

1. Comparison on Fee Reduction

As original fees of some funds (with recent fee reduction) were comparatively higher, so the
range of fee reduction might need to be larger. While some other funds with already lower
charges, the room for reduction is smaller. Consumers should compare the effective charges
after fee reduction instead of focusing on the magnitude of reduction.

2. Number of Members Benefited from Fee Reduction

Consumer Council mentioned that many MPF members did not benefit from MPF fee
reduction. We should not concentrate on the number of such members from recent fee
reductions. Although the fees of some funds are not reduced yet, their charges might be
already comparatively low in the market. Members investing in these funds therefore have
benefited by the lower fees for quite awhile already. Thus, it is not fair to compare the number
of such members based on fee reductions only.

3. Comparison of Lowest and Highest Fees

We found that presentation of the table on Page 3 does not allow for objective comparison.
Only 4 types of funds are included in the table (capital preservation, guaranteed, equity and
bond) with one fund under each type for a service provider. If a trustee offers several equity
funds, which equity fund should be listed? How about mixed assets funds? Is it included
in the equity product type? If not, where should it be grouped? Under such circumstances,
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consumers will be hard pressed to get a comprehensive comparison.

This research put too much focus on fees but we think that consumers may make a wrong
decision if fee is the only factor for fund selection. Fee should not be considered alone,
consumers should also pay attention to range of fund choices, fund performance, scope of

services and quality, personal financial position and risk appetite.
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