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Knowing your members — ‘Segmentation’ =4 mvestuents

Members who... Governing entity’s role

Self- ...are willing to make Provide suitable choice
selectors their own decisions line-up

Guided- ...are willing and able to Provide structured
selectors make decisions if nudged guidance in limited choice
but currently do not framework
True-defaulters ...are unwilling and/or Operate a suitable
unable to make decisions default
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What matters () TRANKLIN TEMPLETON
1. UK Nest 2. HK MPF 3. Our journey

Consider Choice can A sustainable
behavioral traits be difficult default choice is
important
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1. UK NEST

Asset Allocation Traditional Diversification Risk Contribution
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Incorporating behavioral traits into fund design and asset allocation

For illustration only. Not representative of any portfolio or investment. _ o o
For 2018 APIC China Regional Pension Funds Summit participants only. The content of the presentation should not be reproduced/distributed to the public without

prior approval of Franklin Templeton Investments. 4



m FRANKLIN TEMPLETON
842 INVESTMENTS

2. HK MPF

Fund Type
Past 1 year Past 3 years Past 5 years Since 1 Dec 2000

Equity Fund 2.9% 10.9% 5.9% 5.0%
Mixed Assets Fund 2.6% 7.7% 4.2% 4.3%
Money Market Fund

— MPF Conservative Fund 0.3% 0.1% 0.1% 0.7%
Guarantee Fund -0.7% 0.6% 0.5% 1.1%
Bond Fund -2.2% 0.6% 0.2% 2.5%
Money Market Fund 0.1% 0.2% 0.1% 0.5%

— Other than MPF Conservative Fund

Change of the Consumer Price Index (CPI) for the Same Periods
Annualized Composite CPl % Change 2.7% 2.2% 3.1% 1.8%

Source: Willis Towers Watson MPF Performance Book 2018. For illustration only. Not representative of any portfolio or investment.
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2. HK MPF (contd)
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Highest and Lowest Monthly Returns of MPF Funds (December 2000 — December 2017)
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Source: Willis Towers Watson MPF Performance Book 2018. For illustration only. Not representative of any portfolio or investment.
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2. HK MPF (cont’d) &4/. INVESTMENTS

Example of membership segmentation

Factory-based 1%

employees

Manangement
Positions

0% 20% 40% 60% 80% 100%

“ True-defaulter ¥ Guided-selector W Self-selector

Address what members needs —

they all have different journey to retirement

For illustration only. Not representative of any portfolio or investment.
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3. DC default design — Our Journey

+ Default design — 3Ps

— Protect (income)
— Provide (sufficient and appropriate choice)
— Promote (better understanding)

- Safe harbours regulation
— QDIAs
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Important Information @ RS Ta TN

Copyright © 2018. Franklin Templeton Investments. All rights reserved.

The document is for 2018 APIC China Regional Pension Funds Summit participants only. None of the services or
other matters described here should be taken as an offer or solicitation of those services or other matters in the
PRC where such an offer or solicitation is not permitted under applicable legislation.

The comments, opinions, and estimates contained herein are based on or derived from publicly available
information from sources that we believe to be reliable. We do not guarantee their accuracy. The document, which
is for informational purposes only, sets forth our views as of the date published. It is the responsibility of every
person receiving a copy of this document to satisfy him or herself as to the full observance of laws of any relevant
country, including obtaining any government or other consent which may be required or observing any other
formality which needs to be observed in that country. The underlying assumptions and these views are subject to
change. There is no guarantee that any forecasts expressed will be realized. Franklin Templeton accepts no liability
whatsoever for any direct or indirect consequential loss arising from use of this report or any information, opinion or
estimate herein.
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