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Default Investment Strategy — Frequently Asked Question
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What is DIS?
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DIS is a default investment arrangement as stipulated in accordance
with the Mandatory Provident Fund Schemes Ordinance. For
members who do not make a fund choice for their MPF account, their
accrued benefits and future investments (i.e. future contributions and
accrued benefits transferred from another MPF scheme) (the "Future
Investments") will be invested in the DIS. The DIS is also available as
an investment choice itself for members.

The DIS is not a fund - it is a strategy that uses two constituent funds,
namely the CAF and the A65F to automatically reduce the risk
exposure as the member approaches retirement age. The DIS Funds
will invest in a globally diversified manner and invest in different assets
(e.g. equities, bonds, money market instruments, etc.). Details of the
investment objectives and policies of each of the DIS Funds are set out
in the Appendix to this notice. The DIS Funds are subject to fee and
expense caps as imposed by the legislation.
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How many constituent funds in the DIS? What are their investment
features?
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The DIS consists of two mixed asset constituent funds: “Core
Accumulation Fund” and “Age 65 Plus Fund”.

Under the DIS, the Core Accumulation Fund will hold around 60%
assets in higher risk assets, such as global equities, and the remaining
40% in lower risk assets, such as global bonds. The Age 65 Plus Fund
will hold 20% higher risk assets and the remaining 80% lower risk
assets.
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Q | How is the DIS functioned to reach the objective of building up long-
term retirement savings?
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The DIS will manage investment risk exposure by automatically
reducing risk for scheme members as they get older. Contributions
made by scheme members before age 50 will be fully invested into the
Core Accumulation Fund (“CAF”). After a scheme member reaches age
50, the trustee will automatically start moving some investment (around
6.7% of the assets) from CAF to Age 65 Plus Fund (“APF”) every year.
This process will continue until the scheme member reaches age 65
when all assets will be held in APF.
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Q | When will the DIS be launched?
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A | The DIS will be launched on 01/04/2017.
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How does the Default Investment Strategy (“DIS”) affect Scheme
Members? Any action required?
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Starting from 1st April, 2017, the default investment (existing default
fund is Stable fund) arrangement of BEA MPF schemes will be the DIS
replacing the existing default fund of the corresponding scheme.

Before the DIS is launched:

BEA MPF will send the “DIS Pre-Implementation Notice to Participating
Employers and Members”, together with an important note and a flyer
from the MPFA, to our scheme members and employers between mid-
December 2016 and end-January 2017 to provide them with detailed
information about the DIS and explain how it may affect their MPF
accounts.

After the DIS is launched:

If all your accrued benefits in a pre-existing account are invested in the
existing default fund as of 1 April, 2017 and you have not selected a
valid investment choice for the pre-existing account, you will receive a
separate notice (“DIS Re-Investment Notice”) on or before the end of
September 2017. If you do not make an investment choice by replying
within 42 days of the notification period, your accrued benefits in the
existing default fund will be redeemed in whole and re-invested in
accordance with the DIS.

If you have already made a valid investment choice for the accrued
benefits and future investments in your pre-existing account or you are
60 years old or above before 1% April, 2017, you will not be affected by
the implementation of the DIS.
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Q | What are the fees of these two constituent funds under the DIS?
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The fee control mechanism consists of two caps, both calculated as a
percentage of the net asset value of the constituent funds under the
DIS:

Management fees must not exceed 0.75% per annum of the net asset
value of the funds and recurrent out-of-pocket expenses must not
exceed 0.2% per annum of the net asset value of the funds.
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Is the DIS applicable to all BEA MPF Schemes? Do the fees charged
to BEA MPF Schemes are the same?
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The DIS is applicable to all BEA MPF Schemes: BEA (MPF) Master
Trust Scheme, BEA (MPF) Value Scheme and BEA (MPF) Industry
Scheme. The fees charged to all the BEA MPF Scheme under the DIS
are the same.
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Who will be responsible for the managing and operating of the “Core
Accumulation Fund” and “Age 65 Plus Fund” under the DIS? Who will
be the investment manager?
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These two constituent funds to be operated and managed by the Bank
of East Asia (Trustees) Limited, which is a member of BEA Group.

The investment manager is the BEA Union Investment Management
Limited, which is jointly owned by The Bank of East Asia, Limited and
Union Asset management Holding AG.
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Will | receive an implementation notice of the DIS and with sufficient
time for fund switching?
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We will issue an implementation notice to scheme members of the
details and commencement of the DIS, such information could also be
obtained on our Bank’s website. We will provide sufficient time for
members to consider fund switching.
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Q | Can linvest in the Core Accumulation Fund (“CAF”) and/or the Age 65
Plus Fund (“APF”) separated from the DIS?
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Yes, you can invest in the newly added CAF and APF independently.
However, since you are not investing according to the DIS. Your
investment composition would not be adjusted in accordance with your
age.
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Q | Can | actively choose to invest my investment into the DIS?
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Yes, you can actively choose to join DIS as the investment choice. The
DIS will automatically allocate and move your investment between two
constituent funds according to your age.
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If I have already chosen the DIS as my investment choice, can | give
my instruction to switch from DIS to other constituent funds? If yes,
how can | make the fund switching?
% | IRFUAEH R TR - FSEE RS eI eI RS, BB
A | /a7 » SEF B ae R R T B O AR R R - AR

A ER T AR R T BB B R S IR s T R AR T

Yes, you can give us your investment instruction by completing a form
named “Member-Change of Mandate to invest Contribution/ Fund
Switching Instruction” and submit it to BEA branches, or BEA MPF
Administration Centre by mail. Fund switching instructions may also be
given to us through BEA Cyberbanking or phone banking.




