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COVER STORY #HME#HE

From Journalist to Official

For 10 years, Julia Leung worked as a journalist at America’s top newspaper The Asian
Wall Street Journal — an experience that has helped her become a good policymaker.
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Gold Investment

With gold prices continuing to fall over the past year, is the yellow metal still a good
investment tool? Two financial experts discuss the future of gold and offer tips on how to
invest.
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SPECIAL PROJECT BIRZH&E

IFPHK Advertising Campaign to Promote CFP°V
Certification and the Importance of Financial Planning

A series of advertisements has been launched to spread the message of the
professionalism of CFP certificants and the benefits of financial planning.
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CFP PROFESSIONALS IN ONE WORLD 412 — 2%,

Behavioral Finance: How to Help Clients Avoid Bad

Investments

Do we change the fundamental course of our lives based on what is happening in our
environment? We may do some course correction, but fundamental changes are unlikely.
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Regulators have Tightened Controls over the Sales of ILAS
IFPHK’s Chief Executive Officer Dennis Lau explains the new complex rules.
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CREATE SUCCESS WITH NEW IFPHK LEADERS

Dear Members,

| would like to thank you for re-electing me as your Chairman for
the 2013/2014 term and for giving me the opportunity to represent
the IFPHK for the coming year. It is my privilege to serve the
Institute and the financial planning sector in Hong Kong. | am also
pleased to announce that the new Board of Directors for the
2013/2014 was elected at the 2013 Annual General Meeting.
Four members have retired and one new member, Mr Gin Lee,
has been elected. We are very happy to have Mr Lee on our
board, joining us in upholding the IFPHK*s mission to become the
“leading organisation in Hong Kong for advancing professional financial planning standards
and promoting the importance of financial planning”.

As Chairman, | will lead the new Board of Directors, comprising academics and senior
business executives from different sectors of the financial services industry, in steering the
IFPHK forward. During the coming year, we will regularly meet and discuss the development
of and strategy for the IFPHK, find solutions to some of the most challenging issues facing our
industry, and continue to move forward to achieve financial excellence in Hong Kong.

Since 2008, the global financial crisis has posed acute challenges to financial planners around
the world. Today the global economy is plagued with uncertainties. In October, the US was
on the brink of a debt crisis as its national debt reached its legal limit, forcing the temporary
lay-off of hundreds of thousands of federal workers. In Europe, while there are signs that its
economy has bottomed out, a sturdy recovery is still a distant hope. Standard & Poor’s has
forecast that the euro zone economy will shrink again this year, by 0.7%, before growing by
0.8% in 2014 and 1.3% in 2015. The economic crises in both the US and Europe meant that
global demand declined. Forecasters say global markets will experience much more volatility
as they increase their reliance on emerging economies such as China.

The global economic instability is an indicator of the increasing complexity of today’s financial
markets. During these challenging times, financial planners must continuously improve their
professional knowledge to help clients plan for their financial future. Ambitious financial
planners are always learning from successful people. We are delighted to have Ms Julia
Leung, Under Secretary for Financial Services and the Treasury, sharing her secrets to
success in the cover story of this issue of Advisors Today. As Ms Leung is one of the most
important financial leaders in Hong Kong, her insights about the financial planning industry, as
well as updates on financial developments, will be invaluable to our readers. In addition to
local market information, Ms Leung also offers tips to financial planners on how to prepare for
more business opportunities.

The IFPHK has been upholding best practices in the financial planning industry in Hong Kong for
a decade. In the autumn (Sep-Nov) of this year, we launched an exciting marketing campaign,
to increase public awareness of the importance of financial planning. Beginning in September,
the campaign, which targeted the public, used both traditional and social media to promote the
value of the CFP™ Mark. We started a series of marketing activities, including print advertising,
adverts on the sides of buses, social media campaigns and microfims. The most stunning
initiative was the production of the micro-classroom, in which celebrities were invited to teach
the importance of financial planning in our daily lives. They are available to watch on our YouTube
page.

To promote the importance of financial planning, the IFPHK has created the SCMP/IFPHK
Financial Planner Awards and IFPHK Financial Education Awards cum Accredited Professional
Financial Planning Firm. Jointly organised by the IFPHK and the South China Morning Post,
the SCMP/IFPHK Financial Planner Awards aim to honour financial planning practitioners and
university students who excel in their professional financial planning knowledge. After months
of intense competition, the event came to a successful conclusion in October as judges finally
chose “Hong Kong's Best Financial Planner of the Year 2013”. In addition, we were delighted
to host the Financial Education Awards cum Accredited Professional Financial Planning Firm
for the second consecutive year to recognise corporations that have shown outstanding
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performance in financial education. The award aims to encourage companies to promote
public financial education as part of their corporate social responsibility. On December 17, the
IFPHK will host its signature Financial Planning Conference 2013 with the theme “the Changing
Face of the Financial Planning Landscape”. The annual conference is set to be another
successful event with prominent sponsors and speakers.

In the year ahead, the IFPHK is committed to increasing our exposure to the market with well-
planned marketing and public relations campaigns. We will also explore opportunities to
promote the CFP credentials or mark through social media, such as Facebook and YouTube,
and encourage members to share with their clients and friends. Our goal is to make the CFP
mark a qualification that every financial planner should pursue. To further develop the IFPHK,
we need the support of our members. As Chairman, | would like to encourage you to join in
our events, participate in our committee, and even consider joining our Board in future
elections.

The continuing economic instability has caused fear around the world, but we must believe
“the darkest hour is just before the dawn”. In fact, this is the perfect time to set yourself up for
success. Today'’s financial planners must be prepared to upgrade their professional standards
and improve their qualifications through continuous learning. Let us move forward to 2014
with the strong belief that more success awaits you.

Steve Chiu
Chairman
IFPHK
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IFPHK Board of Directors 2013/14 2013/14E FEM B RUMBPEEES
IFPHK held its 13th Annual General Meeting on 12 September 2013. The new IFPHK Board of Directors 2013/14 were elected.
ZEN2013FIA 2RI TEFRE  MHFT—ENESSHERNEY

Position ¥ Name 4

Chairman *[§ Chiu Siu Po, Steve (re-elected) B GEE)
Vice Chairman - Development BIERE(RRE) Pong Po Lam, Paul EEEM
Vice Chairman - Finance & Administration EIFE(HERITE) Wong Yuk Loi, James (re-elected) =R (EE)
Director =% Chan Siu Man, Trevor BR &
Cheung Tao Fai, Thom SRIEE
Chiu Wai Lim, William iHEER
Choy Chung Foo B
Chung Chun Kit, Ricky ER G
LLam Chong Hang, Alvin MAE
Lee Hon Kit, Alex Er 1
Lee Ming Gin, Gin (newly elected) ZHIE FTEE)

Media kits are available on request.
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World News

US economy starting to recover

The US economy is recovering from its deepest !
downturn in decades. Fuelled by an increase in
consumer and business spending, it recorded a 1.7%
GDP growth in the second quarter, indicating a marked
improvement from the 1.1% growth in the first quarter.
The second quarter figure, released in July, came as a pleasant surprise to
economists who anticipated a growth of 1% GDP. Industry figures
released in August also showed that US factories had rebounded with the
best growth in two years, producing more jobs. The unemployment rate
is forecast to fall below 7% in 2014, for the first time since 2008. Houses
are also selling. Economists expect 2014 to be the best year for growth
since 2005.

PIRNN

However, the better-than-expected GDP gain in the United States in the
second quarter has raised a concern that the US Federal Reserve will slow
its US$85 billion-a-month fiscal stimulus programme, which has helped to
spur the economic recovery. In June, Fed chief Ben Bernanke announced
that the Fed would start cutting back its stimulus programme near the end
of this year, and might stop it entirely by the middle of 2014, if the economy
continues to improve.
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After six years of financial crisis, economic
% indicators suggest that the floundering economies
- in Europe are starting to recover. European
Central Bank President Mario Draghi said
* economic indicators signalled the euro region had
passed the worst situation after euro-area manufacturing unexpectedly
expanded in July for the first time in two years. The eurozone’s purchasing
managers’ index - an indicator of economic health within the manufacturing
sector - rose to 50.4 in July, up from 48.7 in June. A reading above 50
reflects expansion.

Global companies also reported that the worst situation is over for Europe.
More than half of the companies in the benchmark Stoxx Europe 600
Index that have reported second-quarter sales so far topped analyst
estimates.  The European Commission anticipates that the 27-nation
European Union (EU) will emerge from recession in the fourth quarter of
this year, with net exports being the main driver of growth. The Commission

also predicts that the economic bloc could grow by 1.4% in 2014. Analysts
said the recovery in the eurozone could boost investor sentiment
throughout the rest of the world, including Asia.
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Japan has recorded its highest inflation rate since
2008, signalling that policy makers are winning the
battle to reverse 15 years of deflation in the world’s
third-largest economy. Japan’s core consumer price
index, excluding fresh food, rose 0.4% year-on-year
in June. The figure, rising for a fourth month in a row, was the highest
since November 2008. In an attempt to turn around the recession-prone
economy, the Bank of Japan unveiled an aggressive fiscal stimulus
programme in April to reach a 2% inflation target within two years. Its plan
to inject US$1.4 trillion into the economy by the end of 2014 has helped
weaken the yen, which is, in turn, pushing up inflation.

The yen has fallen rapidly since November last year, resulted in the price
increase of fuel and utilities. Economists forecast that prices will keep
rising in Japan as the currency weakens and its economic recovery
continues. Most currency strategists expect the yen’s downward trend to
be at 105 to 110 against the dollar by the end of this year.
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Australia’s financial advice industry failed
on self-regulation

The financial advice industry failed to regulate itself and
this has led to external regulation, according to Greg
Medcraft, Australian Securites and Investments
Commission Chairman. Speaking at the Financial =t
Services Council Annual Conference in Brisbane in July, Medcraft said he
was a believer in industry self regulation, but this had not occurred in the
advice sector in the country, Money Management reported.
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Medcraft said he believed that it was incumbent on industry organisations
to provide guidance to identify trends and address problems when they
occurred, it was reported. He said this had not happened in the advice
area. “There was a failure of self regulation and they got regulated,”
Medcraft said.
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Hong Kong and

Greater China

Home prices fall, thanks to cooling measures

Government measures to curb skyrocketing ¢
property prices in one of the world’s most
expensive real estate markets are taking effect as
residential property prices dropped in Hong Kong,
according to the latest monthly report from Knight :
Frank. The report said that a series of anti-speculation poI|C|es by the
government, including the doubling of Stamp Duty in February for all
transactions over HK$2 million, had had the desired effect on the residential
property market. The company believed mass residential prices would
drop around 10% in 2013, while prices in the more resilient luxury sector
would fall 5%.
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Low interest rates, tight supply and abundant liquidity have increased
residential property prices by 120% since 2008. With the government’s
efforts to speed up the supply of private residential units, the imbalance in
supply and demand may start to be alleviated, the report said. With
various cooling measures remaining in place, the company expected the
residential market to stay quiet and sales to fall about 10% in 2013. In
July, real estate consultant Colliers International told reporters that home
prices could plunge as much as 40% by 2018.
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SFC appointed executive director

=
II_- Former Goldman Sachs director James Shipton has been
SFC appointed by the Financial Secretary to become Executive
Director of the Securities and Futures Commission (SFC).
2 E El Shipton will serve a three-year term effective from June 19 to
head a new integrated division in the SFC comprising the Intermediaries
Supervision and Licensing Departments, a government spokesman said.
The integrated division will enable the SFC to deal with increasingly
complex regulatory issues and enhance the regulatory effectiveness of
licensing and supervising intermediaries.

Before joining the SFC, Shipton was Goldman Sachs’ Asia Pacific Head of
Government and Regulatory Affairs and a Managing Director in Goldman’s
Asian Executive Office. Shipton has extensive experience in the financial
services sector and has worked in Australia, Bangkok, Singapore and
London as well as Hong Kong. A government spokesman said Shipton
was selected through a global and open recruitment exercise by a
selection panel leaded by the Chairman of the SFC.
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Martin Abbott to step down

London Metal Exchange (LME) Chief Executive
Martin Abbott will depart at the end of the year after
the sale of the world’s biggest marketplace for
industrial metals to Hong Kong Exchanges &
Clearing Ltd. (HKEx) for US$2.2 billion. Abbott also =¥4=.~
resigned as HKEXx co-head of global markets. “l am very proud to have led
the LME during a period of great progress for the exchange,” Abbott, 53,
said, in a statement released jointly by LME and HKEx.

M AngaTy

Abbott became LME’s CEO in 2006. He has had a varied and colourful
career, with previous jobs including being a security guard, pub manager,
and a metals paper journalist, before becoming president of AMM LLC, a
publisher of information on the metals industry. Abbott, who studied law,
oversaw a period of expansion of LME that drove annual turnover to $14.5
trillion from $4.5 trillion in the year before he took over. He was highly
influential in achieving the all-cash sale of LME to the HKEX last year.
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FROM JOURNALIST

TO OFFICIAL

For 10 years, Julia Leung worked as a journalist at America’s top newspaper The
Asian Wall Street Journal — an experience that has helped her become a good

policymaker, writes Sherry Lee.
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As a journalist at The Asian Wall Street Journal, Julia Leung Fung-yee covered most of
China’s major breaking news, with front-page stories reaching thousands of readers in
Asia and throughout the United States.

Today, as Under Secretary for Financial Services and the Treasury, Leung continues to
bring major “news” to a wide audience. Since taking up her position in 2008, Leung has
helped formulate a number of unprecedented measures designed to boost Hong Kong’s
competitiveness. She has also played a key role in making Hong Kong an important
offshore centre for renminbi (RMB), and facilitated the growth of the dim sum bond
market and a wide range of RMB-denominated products.
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“| just happen to be in the right place at the right time,” says Leung modestly. “I can’t say
that these are my achievements. They are the result of team work at the Financial
Services and the Treasury Bureau, as well as with our regulators.”

At the Financial Services and the Treasury Bureau (FSTB), Leung is responsible for
launching initiatives to develop securities and asset management markets in Hong Kong.
Her other main role is to enhance financial market integration and co-operation with the
mainland, and enhance Hong Kong’s competitiveness as an offshore market for the
Chinese currency.

Leung travels regularly to the mainland to meet officials in charge of securities regulation,
financial policymaking and central banking. “The mainland’s capital account is partially
closed. When we develop new products for investment in mainland assets, we need to
make sure they are supported by financial policies in the mainland that facilitate such
cross-border flows,” she explains.

Leung also hosts roadshows around the world to help promote Hong Kong as an
international financial centre and an offshore centre for RMB, and has been active in
facilitating the issuance of Chinese government bonds and “dim sum bonds” — bonds
issued outside of China but denominated in RMB — in a move to turn Hong Kong into the
primary market for RMB bond issuance.

Leung has achieved a lot during her five years at the FSTB. The right mix of policies has
helped transform Hong Kong into the largest and most competitive offshore RMB business
centre. In June 2013, Hong Kong’s yuan deposit pool stood at 698 billion yuan - the
largest pool outside mainland China. The city is now also the largest offshore RMB
investment hub and provides a diversified range of RMB-denominated products.

Building the hub
In 2012, at the end of her first four-year term, Leung was reappointed by the Government
as Under Secretary for Financial Services and the Treasury. Her biggest challenge now is
to implement a raft of new plans and enhance the legal system to turn Hong Kong into a
global financial hub.

“Many in the industry are of the view that we don’t advertise our strengths enough
overseas,” says Leung. “So | helped put together road shows in London and New York
to promote Hong Kong as an international financial centre serving both mainland China
and the rest of the world.”

Leung has also been involved with the Financial Services Development Council which
was set up in January this year. The council acts as a cross-sector advisory body to the
Government to boost Hong Kong’s financial cooperation with mainland China and
strengthen the city’s role as a global finance centre.

According to Leung, the council aims to gather wisdom from trade bodies and
practitioners to enhance the long-term development of Hong Kong’s financial services
industry. “The council is not a place for people to just chat. It serves as a platform for
industry practitioners to express their opinions and share their insights about the
problems they face.”

Building a “world fund factory”

Leung’s other main task is to further develop Hong Kong’s asset management industry,
which currently oversees about US$1.2 trillion worth of assets. To do this, she is working
on proposals to make Hong Kong a “world fund factory” and attract fund houses to base
their funds in the city.

Leung points out that strong growth and high saving rates in Asia have resulted in the
number of millionaires with at least $1 million in investable assets in the region surpassing
numbers in Europe and North America. Despite this, however, most of the world’s “fund
factories” are still based in London, Luxembourg and other places in Europe, with only
5,000 of the world’s 66,000 global funds sold in Asia.
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Leung’s ambition is to attract more funds and fund managers to be based in Hong Kong.

“Asia has most of the world’s fastest growing economies, and most investors and
millionaires are in Asia. If the investors and investible assets are from this part of the
world, why aren’t more funds structured and sold in the region?”

To make Hong Kong a home for funds, Leung is now working on proposals for changes
in the law that will reduce taxes on private equity funds. Leung and her colleagues are
also in talks with mainland authorities on a mutual recognition agreement for the cross-
border selling of funds that would allow Hong Kong-domiciled funds to be sold on the
mainland.

According to Leung, many jobs would be created if more fund houses used Hong Kong
as their domicile. For every additional fund manager attracted by the reforms, about 4.5
other professional services and support jobs would be created, Leung told a local paper
in April.

“If the production chain of funds, covering registration, investment and sales moves to
Hong Kong, this could create a number of jobs, including positions within fund
management, trading and administration,” Leung explains.

Currently, only 300 of 1,800 funds sold in Hong Kong are actually domiciled here. Leung
says that 75% of the jobs provided by the funds industry in Hong Kong involve marketing
and distribution, and only 25% of the jobs are related to investment, management and
research.

ABOUT FSTB

RSB RER R

The Financial Services and the Treasury Bureau (FSTB) is headed by Professor
KC Chan, Secretary for Financial Services and the Treasury. Chan is supported
by two Permanent Secretaries, Au King-chi, Financial Services Branch and
Elizabeth Tse, Treasury Branch, as well as Under Secretary Julia Leung.

The Financial Services Branch of the FSTB is responsible for maintaining and
enhancing Hong Kong'’s status as a major international financial centre, and
providing an appropriate economic and legal environment to ensure that Hong
Kong’s markets remain open, fair and efficient.

The Treasury Branch of FSTB formulates and implements policies and
procedures to ensure effective control and management of public revenues and
expenditure. It also supports the Financial Secretary and the Secretary for
Financial Services and the Treasury on matters of fiscal policy and the annual
Budget. It oversees the compilation of the Government’s annual estimates of
expenditure, its investments and loans portfolio and the cost-effective
management of the Government’s estate.
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“If all of the 1,800 funds sold in Hong Kong were also domiciled here, the number
of jobs in the area of investment and management of funds could be increased,”
she says.

Life as a journalist

Leung’s current position — working with senior government officials and discussing
policies — is a far cry from her days as a journalist collecting sound bites from
people on the streets.

[t was her interest in public affairs that led Leung to Journalism studies at The
Chinese University of Hong Kong and an MA in Journalism at Columbia University.
Graduating in the 1980s, Leung joined The Asian Wall Street Journal (later renamed
The Wall Street Journal Asia, a version of The Wall Street Journal) when the US-
based paper started to localise its staff and hire Hong Kong Chinese as reporters.
Leung was responsible for covering China.

“The newspaper had a lot of resources and gave us ample time to research stories.
| had good training on being accurate, thorough and analytical,” she recalls.

“The Wall Street Journal prides itself on providing objective and balanced reports
that allow readers to analyse the facts and form their own views,” she adds.

Leung’s most memorable story involved following a Kuomintang soldier on his
return to China in 1987, when Taiwan began to allow visits to the mainland. Like
many other ageing KMT soldiers, Hsiung Kuang-yuan had been separated from his
mainland family since 1949, when the defeated Nationalists retreated to Taiwan
after the Chinese Civil War.

“To find an interview subject, | flew to Taichung and tracked down the man who
had been first in the queue for applying to return to China. This was Hsiung Kuang-
yuan. | asked him if | could follow him to China, and he agreed,” she recalls.

As Hsiung had not been allowed to communicate with his family since leaving
China in 1949, Leung helped him send a letter from Hong Kong to reconnect with
his relatives. In February 1988, she accompanied the 62-year-old on his drive back
to his home in Nanchang, the provincial capital of Jiangxi. “My article documented
his homecoming after an absence of four decades,” she says.

“What shall | say to my son?” Mr. Hsiung wonders aloud, and then answers
himself: “I'll tell him that | was wrong to have left him, and that now I’'m back to
compensate for it,” Leung wrote in her article.

She has clear memories of Hsiung’s family reunion. “When Hsiung saw that his son
was a farmer, he was deeply disappointed. He had thought that his son was an
educated man. He was also upset that his wife had remarried and died, and
refused to visit her grave,” she says.

Leung's story made the front page of The Wall Street Journal. . “When officials are
drafting policies, they have to remember that behind every policy there’s a human
story,” says Leung. “Lives are affected and changed. Policies can be reversed but
broken families cannot be put back together.”

Becoming a regulator

After 10 years on the newspaper, Leung decided it was time to take on new
challenges, and in 1994 she left to join the Hong Kong Monetary Authority (HKMA).
“As a journalist | was an observer writing about current affairs. At HKMA, | was at
the centre of current affairs, and | was no longer a bystander,” she says.

Promoted to Executive Director in 2000, she began to oversee international affairs
relating to multilateral agencies, central bank co-operation, China research, and
financial market integration. The biggest stress test came in 2003, when the
outbreak of the Severe Acute Respiratory Syndrome (SARS) epidemic put further

ADVISORS TODAY VOLUMETD 2013

ki
EOMEE  REEVACHEE - |

[ERHARURHEBNTENBRERE  FEE

RRERAN—RHRE - REMSTFIHRER-SEREEE
EFEAERBENEARS - ERSEBUFRGEFERAT
TEARERR  FNMFZEAREZE—K 5194958 EH
RETEHAANETEBIBTAER  CEREMETPEX
BENRADRME °

[ERNATSRIBYE  REEREET  REPHECHF
EEEBHEEBARRE - REMESTERRM—ELEME - 1
EET -]

RELET1949F B TEEZ - —ETRERMEHRABH - R
BUER RIS BAM ERBEMAZRA - 1988528 » 1tifE[F62
BRNREAEREMEEET CIAENES) WEXR - #5H
[RBBILEFR T MHA0FRERERNORER © |

NEDHEXAE-HAR  [REZMIFHRAIEFEF? ]
—BXEE: [REMET  BTEZEHRME  SREER
fEE— -]

WHEAENIEBRLEEYN - [ERARIZRFRE—ER
KRG RRKE  URARFRE-—BEZA - BE  EftHE
ZFERRBENFET » FRETIEN  EBAERFE - |

MEBRETSAEME A RER - IEH - [EEEHEE
B RECS—EARENERERE-—BRBRAONEANEAR
E o WRPERE - WEAL - BERSRATLERIER - (ERE
RERBEEES - |

BRAETRE—0T
RBHMBEREG THE105% - REERABMAEMNERTER - R
EEZHRE - FMMOUFNATBERERR - 3« [ELE



COVER STORY HE®WE

strains on the local economy which had still not fully recovered from the 1997-98
Asian Financial Crisis. Property prices had dropped more than 65%, and negative
equity was prevalent.

“We were very worried; we all felt the gravity of the responsibility of lifting the
economy from its doldrums,” she remembers. “We flew to Beijing to meet with
mainland officials and discuss a plan that we had long wanted to implement in
Hong Kong. Soon both sides had hammered out a policy to allow Hong Kong to
start the yuan business.”

This policy laid the foundation for the sharp growth of the offshore RMB centre
today. Leung also fought hard to convince credit rating agencies, inclined at the
time to downgrade the ratings of Hong Kong, to look at the city’s long-term
strengths.

“We pro-actively engaged the credit rating agencies and prepared a lot of
information to persuade them of Hong Kong’s fundamental strengths,” she says.
“The risk of downgrading was averted.” That work has been continued to the
present day. Hong Kong has attained Triple-A credit rating, due to the efforts
started in 2003.

Joining the Government

Leung’s biggest career breakthrough came in 2008 when she was invited to join
the FTSB as its Under Secretary. Just a month later, however, she faced one of the
toughest challenges in her career — The Lehman Brother’s minibond disaster.

“It was September15,” she remembers vividly.

The minibonds, a derivative, plummeted with the collapse of Lehman Brothers and
investors in Hong Kong accused the banks of misleading them into buying the
complex products.

“A lot of Lehman investors took to the streets to protest. Many of them were old
men and women who had used their life savings to buy the bonds. They had
trusted our banks and believed that what was sold to them was good. The old
people looked so lost and helpless in front of the TV cameras,” Leung recalls. “The
incident repeatedly reminded me that it is our job to protect them.”

In the end, the problem was largely solved, and most minibond investors were able
to recover 80% or more of the value of their investments.

She credits her experience as a journalist covering China with helping her in her
current job. “l was a witness to the Chinese economic reform in the 1980s and
1990s. This experience helps me understand China’s development and its current
RMB policies, and what the next steps might be,” she says. “It also helps me
formulate government positions going forward.”

Leung’s strong writing skills allow her to articulate government policies in an
effective manner. “As journalists, we developed an ability to express complicated
issues in a simple and efficient way. This ability has helped me a lot in explaining
complicated policies to the public and winning their support.”

Almost 20 years have passed since Leung left the newsroom. But there is no doubt
that she has fond memories of her days as a journalist. Although she is grateful for
her experience, she has no regrets about moving on.

Her journalist background has also made Leung sensitive to the effects that policies
can have on individuals. “As an official, | always remind myself to look at my
policies from the perspective of the people who will be affected,” she says. “Policies
should always be made with the best interests of the public in mind.”
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ADVICE TO FINANCIAL PLANNERS #5B & 5RZIEmaViEs

Since the global financial crisis of 2008, worldwide economic uncertainties have
continued to affect the financial planning industry both locally and overseas. Julia
Leung Fung-yee, Under Secretary for Financial Services and the Treasury, sees
the global economic downturn as both a challenge and an opportunity for financial
planners.

The main challenge is to generate income for clients in a low interest rate
environment.

“In good times, advisors can easily satisfy their clients,” says Leung. “Whatever
advice they give, the value of their clients’ investments will rise dramatically. But in
a low interest environment the return is small. How can planners make profits for
their clients and justify their fees?”

According to Leung, however, it is precisely during tough economic times that
investors recognise the importance of financial planning advice.

“Previously people didn’t feel a need for financial advice. But when the financial
situation looks more uncertain, as now, investors see the benefit of having a good
financial plan,” she says. “If you can give sound financial advice to clients, they will
value your expertise. This is what | mean by opportunity.”

Top tips
For some observers, the financial services sector appears to be driven by greed
and fear, but Leung sees things differently.

“The financial industry should operate without greed and fear. Greed will push you
to sell more to your clients than they actually need,” she says. “Think from your
client’s perspective and only recommend products whose risks they understand.”

Leung says financial planners have an important role to play in helping people
retire with dignity after a lifetime of work. She advises planners to adhere to high
ethical and professional standards and be proud of the services they offer to
clients.

* Go back to the basics and consider the fundamental value of financial planning
for your clients.

* Ask yourself whether you are proud to be associated with the financial services
industry, with current financial planning practices, and in particular with the
advice that you are giving.

* Find meaning in your job, and do your job well.

* Putyour clients’ interests above your own interest in generating more business.

* Help people build wealth and retire with dignity.
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PLANNER’S TOOLBOX Bi& A%

IIAE

GOLD INVESTM

With gold prices continuing to fall over the past year, is the yellow metal still a good investment
tool? Two financial experts discuss the future of gold and offer tips on how to invest.
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For 12 consecutive years the price of gold kept rising. But in recent months the price of
gold has tumbled fast, from the record-breaking highs of US$1,920 in September 2011
to current lows of around US$1,300 per ounce. Watching the prices fall, many analysts
are saying that gold is losing its shine for investors and that prices could continue to
weaken.

Mark Wan, Chief Analyst of Hang Seng Investment Services, predicts, however, that
gold prices are certain to rise again with a robust global recovery. Worldwide economic
recovery, he maintains, will lead to an increase in demand for gold from China and India,
countries that each account for around 30% of the global demand.

“People in China and India have always loved gold,” says Wan. “But if the economy is
bad and no one has money in their pockets, how can they buy so much gold? When the
economy is strong and people have money, demand for gold will increase.”

The rising trend

According to Wan, the main triggers for the rising trend in gold prices since the late
1990s were the economic miracles in China and India and the Washington Agreement
on Gold. The agreement signed in 1999 between 17 central banks limited gold sales to
no more than 400 tonnes annually from 1999 to 2004. “Since then, gold prices have
kept rising,” he says.

In 2008, gold prices were pushed to new highs by the global financial crisis. They
continued to rise under the US’s stimulus policy known as quantitative easing — which
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Mark Wan, Chief Analyst of Hang Seng Investment Services

EERBEHARAFNER I MR BHE

involved the Federal Reserve pumping US$85 billion a month into the economy and
reducing interest rates to near zero — and the European debt crisis.

Contrary to the general assumption that investors take “refuge” in gold during economic
uncertainties, Wan says that the strong demand between 2008 and 2011 was due to
the fact that people had lost faith in the global monetary system.

“When confidence in money and financial systems is low, people turn to gold for
security,” he says. “Lehman Brothers collapsed, and the US continued to print money.
This resulted in a loss of trust in the monetary system and money. People wanted to
find a safe replacement that was nearest to money, and that’s gold.”

The big drop

Since hitting a peak of US$1,920 in September 2011 gold prices have gradually fallen,
with gold slipping into a bear market in April this year. On April 15, the price of gold
logged its biggest one-day decline in more than 30 years, tumbling US$140.30 or 9%
to US$1,361.

According to Wan, the price plunge has been caused by the fact that people no longer
fear a breakdown of the global monetary system or a collapse of the euro. “People
realised that the ongoing European sovereign crisis would not cause a collapse of the
euro. They have regained their confidence in money and this has led to a plunge in gold
prices.”

Another factor causing gold prices to fall, says Wan, is the economic slowdown in India
and China. “The Indian rupee keeps falling, and China’s A-shares have dropped
substantially — a reflection that both economies are weak. People in China and India
cannot afford to buy gold.”

Speculation over US stimulus cuts has also caused a drop in prices. On June 27,gold
prices slumped to US$1,179 an ounce, the lowest in nearly three years, after Federal
Reserve Chairman Ben Bernanke announced that if the economy continued to improve,
the current US$85 billion worth of monthly bond purchases could slow near the end of
this year and end in 2014.

Investors fear that the stimulus cuts will result in a smaller supply of money in the
marketplace, a rise in interest rates and a drop in inflation. Economists believe that
there will be less demand for gold to hedge against inflation and gold will lose its
appeal.
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The future for gold prices

While some analysts say that gold has likely bottomed out at US$1,179, commodity
expert Jim Rogers predicts that gold prices will fall to US$900 per ounce. However,
financial commentator Cho Chi-ming, Chief Consultant of the Hong Kong Economic
Journal, says that forecasts are hard to make. “No one can be sure whether this [current]
gold price fall is a mid-term price adjustment or the start of a gold bear market.”

He admits, however, that the possibility of a gold bear market is high. “After rising for 12
consecutive years, from 1999 to 2011, gold has possibly entered a bear market,” says
Cho, who is also known for his popular column, Investor’s Diary, written under the pen
name Cho Yan-chiu. “The last gold bull market lasted 14 years, from 1966 to 1980, so
the chance is high that this current 12-year bull market has ended.”

The Federal Reserve is likely to be the deciding factor for future gold prices, says Cho: “If
the Fed maintains the current federal funds rate, gold prices may rise again and even
break new records. But if the Fed sets the interest rate more than 2% higher than the
Consumer Price Index (or the federal funds rate rises to over 4%), people will put their
money into banks to earn interest, and it will end the gold bull market.”

Mark Wan, on the other hand, expects that gold prices will stay strong in the long-term
because of a global recovery, and says that key data reveals that the world economy is
on the mend: “The US economic recovery is on an upward trend, despite short-term
hiccups.” Europe also recorded a 0.3% GDP growth during the second quarter, reflecting
that the European economy is also improving.

Wan says that a global economic recovery will see an increase in exports from China and
India and lead to economic growth in both countries. While there are, as yet, few signs
of economic growth in India, China, despite having cooled in 12 of the last 14 quarters,
is looking more positive. China’s HSBC China Manufacturing PMI climbed to 50.1 in
August, up from 47.7 in July, a signal of economic growth according to Wan. A PMI of
more than 50% indicates that the manufacturing sector is expanding; below 50%
represents a contraction.

Wan adds that good economic growth not only spurs consumers to buy gold but also
boosts demand from central banks and for industrial uses, which account for 20% of
global gold demand.

The decline in gold supply, triggered by the closure of several major goldmines, will also
push up gold prices, he says. Recently, Barrick Gold, the world’s biggest gold producer,
announced plans to either sell, close or curb production at 12 of 27 mines to restore
profit margins after the steep drop.

Rising production costs in gold mines will also boost prices, says Wan. Miners’ wages,
which account for 60% of a mine’s production costs, will rise under inflation. “Food
prices are getting more expensive, and gold miners are demanding wage increases. This
will add to gold mining costs, and the price of gold will surge,” he says.

But Wan also points out that bank-fuelled lending to state enterprises in China has led to
overcapacity and serious debt problems. “The over-expansion of state enterprises is a
risk for China’s economy, and those investing in gold should take note of this,” he warns.

Is it time to buy gold?

Forecasts are hard to make about gold prices. According to analyst estimates compiled
by Bloomberg, prices may average US$1,358 next year and decline to US$1,335 in
2015. Cho predicts that gold prices may range between US$1,180 and US$1,400 in the
short-term. But he refuses to comment on whether this is the time to buy gold or not.

“Don’t be misled by so-called low or high gold prices. Don’t try to predict the bottom or
peak price of gold, because no one can forecast future prices,” Cho warns.

Wan says that financial planners should pay attention to economic developments in
China and India when advising clients to buy gold.
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TIPS FOR FINANCIAL PLANNERS

Gold is a soft, dense, shiny yellow metal
that has held its appeal for millenia — in
part due to the perception that it never
loses its value.

“Since the beginning of human
civilisation 5,000 years ago, gold has
retained its value. This is not the case
with paper money. In the past, the value
of paper notes lay purely in the fact that
they could be converted into gold,” says
Cho.

Portfolio

According to Cho, gold is a portfolio
must-have  as  security  during
uncertainty. However, he suggests that
financial planners advising clients on the
percentage of gold in their portfolios
should make their predictions carefully.

“Gold has always been used as a
hedge. If planners think gold prices will
surge, they can advise their clients to
invest 10-15% of their portfolio in gold.
But even if they think gold will remain
weak, they should still invest 5% of the
portfolio in the metal,” Cho says.

Each gold product has advantages and
disadvantages. Wan says that financial
planners should make a list to compare
the buying and selling price differences
for gold products. He suggests that
investors avoid buying products that
show big differences in buying and
selling prices.

Gold jewellery

“Many people buy gold jewellery as an
investment,” says Wan. “But this is not
a good idea as the difference in the
buying and selling prices is so big.
When you sell the gold back to the shop
where you bought it, the price is much
lower. The price difference is even
bigger if you sell it to a different jewellery
shop.” He adds that there is a similar
issue with gold coins sold at banks.

Paper gold
Passbook gold accounts, known as
“paper gold” in banks, have also

become increasingly popular. Paper
gold is a piece of paper sold as a simple
and cost-effective substitute for physical
gold. “Paper gold can be bought from
banks. The charge is low and online
trading is convenient,” says Wan.

Cho says that paper gold cannot be
converted into physical gold. He also
warns that paper gold has a convertibility
risk in times of crisis. “Paper gold may
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be non-convertible in times of crisis if
banks are forced to close and people
are unable to withdraw money,” Cho
says.

Gold bars

Wan’s top investment choice is gold
bars, which are popular among Chinese
investors and have the lowest difference
in buying and selling prices of all gold
products. Gold bars can be bought
directly from the Chinese Gold & Silver
Exchange Society, at a minimum
purchase of five teals.

“With each teal costing HK$13,000 you
need around HK$65,000 for the
minimum purchase,” says Wan. “But if
you sell them back to the exchange, the
price difference is just HK$200.” He
adds that the newly introduced 999.9
Teal Gold is popular among mainland
Chinese investors who prefer pure gold.

Gold mining shares

Wan warns investors against buying
gold mining shares. “Investing in gold
mining shares is very risky. Share prices
can drop steeply if there is
mismanagement or the mines turn up
empty,” Wan says.

Cho adds that investors wanting to buy
gold mining shares should research the
mining company’s production costs
and analyse their management
performance. “Buying gold mining
shares is a high-risk investment with
possible high returns,” he warns.

Gold futures

Gold futures are exchange-traded
contracts in which the buyer agrees to
take from the seller a specific quantity of
gold at a predetermined price on a
future delivery date. With gold futures,
investors speculate on future gold
prices, says Cho. However, “gold
futures cannot be converted to physical
gold,” he explains, adding that gold
futures involve margin charges, storage
fees and service fees.

Gold funds

Experts generally do not recommend
that investors buy mutual funds or
exchange-traded funds (ETF) that invest
primarily in gold-producing companies
or bullion. Rather than paying fund
managers to buy gold for them,
investors should buy directly and avoid
management fees. Cho says that gold
ETF can only be purchased through
exchanges.
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HEECFPVERRERMBREMNEEM
IFPHK ADVERTISING CAMPAIGN TO
PROMOTE CFP“M CERTIFICATION

AND THE IMPORTANCE OF

FINANCIAL PLANNING

A series of advertisements has been launched to spread the message of the professionalism of CFP certificants

and the benefits of financial planning.

—RIIREECHD - ERFHCFPRITMIB REEMMERER M RBMOTE

From mid-September to November, the IFPHK had a wide range of promotional activities
to disseminate the message of “CFP professionals - Meet your Financial Life Goals the
Professional Way” to the people from all walks of life. The advertisements were placed
in newspapers, websites, bus body, bus TV, taxi body and social media, to highlight the
importance of financial planning and the way the CFP professionals help the public to
achieve financial life goals.

Dennis Lau, Chief Executive Officer of IFPHK said, “IFPHK is spreading the message
about financial planning. Apart from traditional mass media, this year’'s Awareness
Campaign makes use of innovative platforms such as micro-classroom and social
media. There are photo competition, prize quiz and financial planning slogan competition
to maximize audience captivation as well.”

CFP Professional micro-classroom [ CFP Professional #3{% |

Host CFP professional*
EHFA CFP 27 B 7% 5 Bl AH*
Guests Registered nutritionist Chan Kwok-bun (Leslie) / Miss Hong Kong
wE and popular writer Lam Wai-sin (Giselle)

& ERMREE (Leslie) / &/ MNER ARIERMELS (Giselle)
Theme Episode one - “Money management and allocation”
3] F—8E [N/ ERETE |

Episode two - “Asset accumulation and appreciation”

E8 [EERE]

Launch Date 23 September , at YouTube

5S¢ 1=E ] 9H23A ' RYouTubei&H
Remarks * Played by an actor
fREE *HESWE

A quiz with prize included

RERREZEE

EBMBREMES(2E) U [CFPRATBBRSIA & K
EXHMAL] BE ROATAZMAB  RBE-EH
M - BXES B8R  NLESFRUERERS
MAEERE  UERURTF L RENBRINEE
% IR CFPR AR BRI ERERR AT RIA
==L

ERVBRIMEBSTRERIRERT | 2GR
EESXDBRIANIEN - RTERERN - SFEN
ATHHEERUZBUEFEATE  TEBILE AR
MEERREVREORAGLES  2HURBETER
BHFE - |

CFP Professional micro-classroom CFP Professional f# %=

Bus television promotion BLTHEERES

Date 23 September to 3 November
BN E & 9H23HZ11A3H

Activity Broadcast 30-second

EE Micro-classroom excerpts

B = 30 R i i
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Financial planning slogan competition H#&RMFIZHREI/ELLT

Period 4 November to 1 December

kwAM 11A48B£12818

How to Enter Upload a tailor-made slogan about financial planning for Hong Kong people to IFPHK Facebook page
ER®AGE AEE — AR B BISCMNIZE T LB EZSFacebookEE

Assessment The entry that has the most votes or has the closest link to the theme of financial planning will win
HEAE BEEZZYSBEUMBRETENERTRIER

Remarks Results will be announced on IFPHK Facebook page in December

fi5E B FER12 B EE S Facebook BE A

Microlife snapshot photo competition [# - &% SnapShot L&

Period 30 August to 20 September

LEAH 8H30HZ9H20H

Remarks Result released on IFPHK Facebook page on 30 September

fie s S8 ZEE K9 B30 AEZ&Facebook EE M

Bus advertisements BTHESHERKSE Newspaper advertisements RiEES

Period 23 September to 17 November Date 24 September to 31 October

BA 9H23HZ11H17H B4 9H24HZ10A31H

Activity Superbuses (Route No.101 and 102) on Hong Media Apple Daily #55 B R, Oriental Daily 375 H 3R,

b1 1] Kong Island and Kowloon ee Hong Kong Economic Times %7 H R,
BRE L (101511025548) 2 RIITEREBE R LEE Good News #R&

Bus body ads for buses that run on Hong Kong

Island, Kowloon and the New Territories Internet advertisements ERtARE

BIEEES  TERSER - WEMHR Website Yahoo, Apple Daily Online, Roadshow Website and
SRAKANL KMB app
A t k o N N
s on seat backs ek HEDFY - BNEEER SRR
%ﬁ E = o
=X
Advertisements in tram shelter EBEES Posting Date October to November
RiAHA 108 Z118
Date 23 September to 20 October
B 9H823HZE10820H
Location Located at the side of Southorn Playground in
TE Johnston Road, Wanchai

AL ROE T T BB IS EIR S A

Please visit IFPHK website http://www.ifphk.org for details, or visit the dedicated IFPHK social
media sites below:

3 ORI B R BT B TR &3k http:/fwww.ifphk orgSi & M N S R EHE |
: N — " - Facebook: https://www.facebook.com/official.ifphk
Advertisements in tram shelter 23K % YouTube: http://www.youtube.com/user/IFPHK
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Suresh Sadagopan, CFP, India
R BENERICFPR2R] M4 #5 K BB Suresh Sadagopan

Suresh Sadagopan is the founder of Ladder7 Financial Advisories in Mumbai, which specializes in
comprehensive financial planning for more than 250 clients. He is also president of The Financial
Planners’ Guild, India, a nonprofit organization that works to create awareness of financial planning
among the public. Sadagopan has served on the examination review committee for Financial Planning
Standards Board India, taught financial planning for candidates pursuing CFP certification, and
mentored CFP professionals as they launch their practices.

He writes regularly for various publications on finance and related subjects, and he is regularly
interviewed by the media as an expert in insurance and mutual funds. Sadagopan also has participated
on expert panels, addressing subjects including gold as an asset class, tax planning in a recession
and empowering the consumer. In addition, he has conducted corporate training programs on
financial planning for senior personnel in the financial services field.

Suresh Sadagopan2E1E # ELadder? Financial AdvisoriesBlif A » sZAA S B PR AR SR B RTE - Z FBiB250A ° SadagopaniiZEE
IR R B The Financial Planners’ GuildEfE » ZABB N REET RE B R BIH525 - SadagopanZIEEENER IR BIZEFEREHR
NEZEEBZEE  BIEECFPERIAZTZIRNBEXRBYIERE » Wb HEZUCFPEEA TN EHHERRMEEE -

ESAE RSBV RREEN BN L8R - TERURBREZESERN D ESZ IR © Sadagopan2 BB WER/MEFH » B
BEEESFEREERR  KERRBNBKRS  WANREEENED - 1 AESRRBENSRITRASREERVBRIAN L

AIEIRRAE o
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BEHAVIORAL FINANCE:

HOW TO HELP CLIENTS

AVOID BAD INVESTMENTS

Do we change the fundamental course of our lives based on what is happening in our environment? We may
do some course correction, but fundamental changes are unlikely and we most likely persist with what we

have believed in all along.

ANEFEEREREFRRBMMYEEFETHAR ?BRMANESTHEEERS > IFXTRBRENE - —RABER

EFERMEEAX -

Unfortunately, in the case of our financial lives, we tend to act differently to our
detriment. First of all, most people do not have any overarching plan at all. Those who
have decided on goals and the way they are going to go about achieving the goals are
prone to quickly undoing their strategy, due to some hot investment idea. On the face
of it, it appears to be right. Normally, such changes should be taken into consideration
— not acted upon. Financial planners know that it is not always in their best interest to
act on financial news because news items are not actionable information. We cannot
alter our lives at every turn based on news that filters in.

Secondly, we tend to believe what is happening at present and discount long-term
trends. People get carried away by the latest frenzy. Housing, gold, technology stocks
etc. have had periods of frenzy in the past couple of decades. Looking back, these
things look foolish. But, at the peak of the frenzy, it would have been a herculean task
to wean a client away from those investments.
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The upshot is that our clients sometimes unravel a carefully pieced portfolio to indulge in
a trendy investment. But, weaving in and out of assets without thinking through their
suitability in the big scheme of things will only end up in disappointment.

Financial Information from the Media - What can we do?

Clients normally get their information from the media — be it TV, internet, social media,
print media etc. We can do nothing about the access to information our clients have.
However, we can do the following -

1. Communicate with clients about the latest investment theme that is trending. It is
best to analyze the latest “idea” from all angles and share both the pluses and
minuses of the investment theme or idea. Then, it is best to put in perspective
whether this investment theme is really a worthwhile option at all and why it may or
may not fit the client’s requirements. For this to be effective, the planner must have
this conversation with the client before the client makes up their own mind. The
benefit of talking to clients early on is that any investment information they receive
after the conversation, they will evaluate against what the planner has already told
them.

2. Clients also have to understand that one’s goals in life can be achieved with simple
instruments. There is no need to look at arcane investments or keep looking for the
next winner investment. A properly created portfolio with a clearly articulated asset
allocation strategy is his/her best bet for achieving goals. Communicating this is
difficult, as most clients will find it difficult to understand the value in certain portions
of the portfolio, like debt, when there are hot assets giving thrice their retuns. But
communicating this and convincing them about this is crucial.

3. It is necessary to keep communicating with clients constantly to keep them from
getting carried away by the hype. We need to keep reiterating the big picture and the
fact that we have already done allocations to take care of their goals & other
provisions. Once they are assured that their goals will be met, they may not be as
keen to unbundle the portfolio and invest in the newfangled theme.

Credible Information Sources

Rather than rely on the wisdom of the talking heads on TV, the rabble rousing media or
the freewheeling discussions on the net, planners should redirect clients towards
primary sources of information like the statistical data that government or other sources
that don’t have vested interests such as Morningstar.

But, primary information itself may not hold their interest or even make too much sense
to them. The planner should emphasize that he/she is interpreting the information for the
client and presenting the implications for their easy use. This assurance should put them
at ease as they know that the interpretations that are flowing to them are indeed right for
them.

Building Consumer Trust is Everything
Ultimately, it's the trust that prevails. Though many clients may be itching to go for the
hot button investment, the planner’s view will prevail, if enough trust has been built.

This article was originally published in 2013 on Financial Planet, the global gathering
place for the financial planning profession, www.financialplanet.org. The information
contained in Financial Planet is for informational purposes only; FPSB is not responsible
for any errors or omissions, or for the results obtained from the use of this information;
and FPSB makes no representations as to the accuracy or completeness of any
information on the site. Copyright © 2013 Financial Planning Standards Board Ltd. All
rights reserved.
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Hong Kong regulators have recently rolled
out new rules to regulate the way financial
advisors  sell the investment-linked
assurance scheme (ILAS). The rules
impose further requirements over the sale
of this scheme, including commission
disclosure, key facts statement, customer’s
declaration, as well as post-sale controls.
The new requirements aim to better protect
customers by improving their understanding
of the risks and features of this complex
insurance product.

An ILAS is a life insurance policy where the
value is linked to the performance of
underlying funds, with a small death
benefit.  Unlike mutual funds, the
policyholder has no right or ownership over
the underlying funds. Created by insurers,
ILAS, with complex fees and charges, are
sold by banks and financial advisers, who
receive fees from the insurers. ILAS are
long-term products and sometimes have a
long lock-in period. They have been sold in
Hong Kong for many years. According to
Moody’s credit outlook report, ILAS
accounted for 22% of the industry’s new
business in 2012. Out of 50 players in the
insurance industry, 11 generate more than
50% of their new business from ILAS
products.

The new regulatory requirements followed
an investigation conducted in 2012 by the
Office of the Commissioner of Insurance
(OQl), as well as an increase in complaints
about the mis-selling of ILAS products.
Media reports show that ILAS make up
almost one-quarter of all complaints made
in Hong Kong about insurance. Criticisms
of this scheme include the high fees and
long commitment; as well as the mis-selling
of the products to clients, who say they
were not told about the high fees and the
fact that they would be “locked into” the
product for years. Consumers - and even
advisers - may find ILAS complicated and
may not totally understand the fees and
terms behind it.

Existing legal framework
Equally complicated is the regulatory
system governing ILAS. The Securities

20

W ERILASHYSHEE T
REGULATORS HAVE TIGHTENED CONTROLS OVER
THE SALES OF ILAS

IFPHK’s Chief Executive Officer Dennis Lau explains the new complex rules.

BBV RSB S 1T I S RIIRE R LA B R R -

and Futures Commission (SFC) considers
ILAS, and units in ILAS, as neither securities
nor futures contracts, and thus it does not
regulate selling or advising on ILAS.
However, ILAS is defined as a “collective
investment scheme” under the Securities
and Futures Ordinance. Therefore, those
providing the ILAS must obtain
authorisation from the SFC before offering
marketing material to the public. Insurers
are regulated by the Insurance Authority
and the Hong Kong Federation of Insurers
(HKFI). Insurance brokers are regulated by
two self-regulatory organisations - the
Professional Insurance Brokers Association
and the Hong Kong Confederation of
Insurance Brokers. ILAS can be sold
through banks. Banks are regulated by the
Hong Kong Monetary Authority (HKMA).

Intermediaries are required to conduct a
suitability assessment for the ILAS by
completing the Financial Needs Analysis
(FNA) and a Risk Profile Questionnaire
(RPQ) with clients. The customer must be
provided with the Key Facts Sheet (KFS)
and sign a declaration confirming they
understand the features of the ILAS. For
advisers working in banks, they are
required to tape record the sales process.
For ILAS sold through other means, there
is no need for a tape recording of the sales
process. But insurers must make post-
sale calls to vulnerable customers, such as
the elderly, and risk mis-match customers.

So what is new?

More disclosure

In May, the SFC announced that it now
requires those selling ILAS to disclose all
their fees and charges in the Key Facts
Sheet. The Key Facts Sheet, which must
be approved by the SFC, must also
disclose long-term features such as early
surrender and withdrawal charges. The
existing SFC-authorised ILAS must comply
with the enhanced disclosure requirements
by September 30, 2013.

Effective from July 1, 2013, issuers need to
attach a declaration form, Important Facts
Statement (IFS), to customers as required
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by the Hong Kong Federation of Insurers.
The IFS prompts consumers to ask their
advisers the amount of commission they
are making in seling the ILAS. The
document also outlines the risks of the
ILAS, including the long-term nature of the
policies and early withdrawal penalties. The
HKMA also requires bank employees to
make a pre-sale disclosure of the monetary
and non-monetary benefits they receive
from sales of the scheme.

Insurers’ follow-up calls

The investigation conducted by the Office of
the Commissioner of Insurance found that
most of the sampled cases were not able to
complete the Financial Needs Analysis and
Risk Profile Questionnaire in a structured
manner. To tackle the problem, all insurers
that sell an ILAS are now required to make
a follow-up call to all consumers using an
approved script within five days of the sale.
Al calls must be recorded. During the
phone call, the insurer must go over all the
fees and risks of the ILAS, and ask the client
whether they understand them. If the client
fails to understand the risks and fees or is
uncertain about them, the insurer must
investigate and, if necessary, cancel the
sale.

But for ILAS products sold through banks,
there is no need for the insurer to make
post-sale calls as banks already tape record
the sales process. But as required by the
HKMA, banks should assess what the
customer can afford, become familiar with
the features and risks of their ILAS products,
and ensure the customer understands the
premium features. In general, the HKMA
regards ILAS products as unsuitable for
customers who do not have the dual
objective of investment and insurance (such
as estate planning). Banks should
document the needs and purposes
indicated by the customer relating to life
insurance.

Challenges and Opportunities
The new requirements are intended to
tighten controls on the sales process of
ILAS. However, the requirements are so
complex that many institutions, especially
banks, have now suspended the offering of
ILAS products. The industry is worried that
customers will focus on the commission
received by the intermediaries and reject
products that are, in fact, suitable for them.
They are also concerned that the new rules
will increase compliance costs.

But the IFPHK regards the regulatory
changes as a “catalyst” for the industry to
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reshape their business strategies and
restore consumer confidence. The change
will prompt the industry to move from
“product selling” to “financial planning” that
places clients’ interests first. The industry
may need to rethink its existing
remuneration structure and ensure that the
clients are being served for the entire period
in the long term.

Professional standards are key
The IFPHK has always believed that
qualified intermediaries and well-informed
consumers, together with a robust
framework for regulating the sales process,
should form the core pillars for protecting
the investing public. If the professional
standards of financial advisers did not keep
up with the demands of the market, even if
all the protection measures were in place,
Hong Kong would not be able to further
develop its financial industry and maintain
its competitiveness.

For us, effective regulation of financial
planning is best achieved through
collaboration between governments and
professional bodies. While the government
enacts rules to protect consumers,
professional bodies set the professional
norms, and insist on education and
certification  requirements  to  foster
consumer confidence.

Promoting financial literacy
Despite the high penetration rate of
insurance products in Hong Kong, the
public’s  understanding of insurance
products and how they can be used
effectively in a person’s financial planning
remains poor, especially on ILAS products.
Itis the IFPHK’s view that improved financial
literacy levels will not only allow consumers
to make more informed investment
decisions, but also result in a greater
consumer appreciation of planning for a
long-term financial future. To that end, the
IFPHK has expressively given its support to
the establishment of the Investor Education
Centre (IEC) in November 2012. Our
Chairman has been appointed a member of
the IEC Advisory Committee.

Recently the IEC launched a media
campaign on ILAS, and published a
comprehensive leaflet “Understand
Investment-linked Assurance Schemes and
the New Regulatory Measures”. | encourage
financial planners to read it in detail so that
they can wupgrade their professional
knowledge and skills to deal with this
pressing issue facing the profession.
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Harley, bike collection...Freedom of the Open Road

At an IFPHK networking activity on May 9 called “Harley, bike collection...
Freedom of the Open Road”, Edward Chin, an avid motorcyclist who works
in the finance industry, shared with members his philosophy of endeavour
and perseverance to guarantee an absolute return on projects of “true
significance”. He also discussed what drives him in life and how to manage
uncertainty in the financial world.

BR5R0BETES KA - RE - EIBE | | WEEED - WA
%DA*U (4% BERNEESSTENE [BEEHER - FBRERR] - Chin shares his philosophy at the activity
BRTAETHER [REBAL ] RIIEESIEANSEMER : REBFHZETER

B 17 JUNE 2013
FEEERBREEEARBNTRE

Retirement Planning Education Seminar for the Hong
Kong Christian Service

The IFPHK plays an active role in raising public awareness about financial
planning. We were invited by the Hong Kong Christian Service to conduct
a retirement planning education seminar for its staff members on June 17.
IFPHK ambassadors provided comprehensive information on MPF schemes
and shared key aspects of retirement planning.

—HEAORADREHBREWAH - N6 A17REZEBEER
RBENEFE  AESTEIRKAREBEBE - RBER - BEREE
BTEAREET NS TRAKEZEZMNEE -

El 16 AUGUST 2013

ZHZTERTHEME2013
Support for the iFast Metro Race 2013 B ‘ ) ‘

. articipants raise questions during the seminar
At an event organised by the Y2Y Orienteering Development and Training ATTERB R B IR AR

Centre, IFPHK ambassadors formed a team to take part in the “iFAST Metro
Race 2013”, a charity event, on August 16. Participants were required
to answer financial questions at various checkpoints to score points. Our
ambassadors enjoyed a night of racing in the city and demonstrated excellent

team spirit. The proceeds will go to the Unleash Foundation. ‘Wd.}(
BABARMA  KERBEReA16ASMAYYEREBRREREISF
/L\i%)ﬂE’Jm EEH—[ZLEMmEBE2013] - SEEENSEARTHEE ME TRO RACE A

HEMABNERE LRSI E - BEEAETEZZ TRERERTHE e
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IFPHK team’s group ;»hom
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ZHE=1TtHE#EER
Around the World in 237 Days

Globetrotter and photographer Roxanne Kwan entertained us with her
talk “Around the World in 237 days” on August 21. Kwan shared with our
members and friends experiences and anecdotes about her eight-month long
backpacking adventures in many amazing countries. The audience enjoyed
the enthralling talk and the interesting photographs.

£h [TE=TLABEHR | WEEIEESA21BET « FH+H » AF
RERBYNETREE KPR S ZMHIE RS 1 ERESEANEE 2K -
RFIRIZAEEER - FBARABWS| > MERBERASEBED  RIHEER
30 o

H 31 AUGUST-1 SEPTEMBER 2013 &
19 OCTOBER - 20 OCTOBER 2013
Roxanne shares her photographs with participants

BAESIE D ZHITRE . ARERAEVFED

MPF Investor Education Events

CFP professionals took part in two “MPF Investment Information Centre”
events organised by the Mandatory Provident Fund Schemes Authority.
They provided independent and professional MPF consultations, and
gave free advice to the general public on planning for retirement. The two
“MPF Investment Information Centre” events were held at Tsz Wan Shan
Shopping Centre (August 31 - September 1) and Tuen Mun New Town
Plaza (October 19 -20) and proved popular with visitors.
ZAUCFPRAMBREMSEBERENRNWMS [BELEAL] FH
EBRISHTREMDPY - EXEMREBHNBBESFARE - URBAKEK
ZEZR - BN EZ LhA (8A31BE9A1H) REMATES (10819
HZE20R) 28E8 » R T AP TRIISZSE -

A 29 OCTOBER 2013

FRMBRIMDE HERERME RN AL 2013
SCMP/IFPHK Financial Planner Awards 2013
The ninth SCMP/IFPHK Financial Planner Awards came to an exciting

conclusion at the awards presentation dinner on October 29. The Guest
of Honour, Professor KC Chan, GBS, JP, Secretary for Financial Services

CFP professional i 0 : and the Treasury of the HKSAR Government, was joined by other respected
CFPEZ#A personalities from the industry. This much anticipated annual event attracted
: more than 350 participants for an evening of informal discussion and

entertainment.

HESHEPMERRSPNEARS —ENEVBREMAR - R108298
HRHRELERER HEEOREIBRETRULEBREBRRRKR
RBHHE - GBS JPHRER—BRAMEAL  MARHKRREERESEEE
LEEPNESRE BRKRESHAR  ERBB0EREERZEERE

X

From left to right: Wang Xiangwei, Editor-in-Chief of SCMP, Steve Chiu, Chairman of
IFPHK, Professor K C Chan, GBS, JP, Secretary for Financial Services and the Treasury,
HKSAR Government, Dennis Lau, CEO of IFPHK and Paul Pong, Vice Chairman
(Development) of IFPHK

HEER : BEFREFARBINE 0K EEHENE EHRKRE
BREBRRREHIE GBS » P+ BETH IRIEREIER (BR) RREM

ADVISORS TODAY VOLUMETD 2013 23



CONTINUING EDUCATION PROGRAMMES #E#EERE

# Compulsary CE MEIFEISIRIE CRRNBEIRSF) * Member Fees BE1E

DECEMBER 2013

Date 2/12/2013 Date 2/12/2013

Time 18:30 - 21:30 Time 18:30 - 20:30

Topics Financial Statement Analysis Ill: Debt and Equity Topics Advising Investment-linked Insurance Products for High Net Worth Clients
: REREFERREBERRER

Speaker  Dr. Ricky Chung fE{&#EH L+ Speaker M. Jacky Chan PRERRELAE

Fee (HKD)  *K$540 / $690 Fee (HKD) *¥$280 / $360

Date 4/12/2013 Date 5/12/2013 & 7/12/2013

Time 18:30 - 20:30 Time 18:30 - 21:30 (Thu) & 14:00 - 17:00 (Sat)

Topics An Overview of IFPHK Ethics and Professional Standards # Topics Refresher Program for CFP Certification (Level 1)
: CFPERAH (E—MRIEHRE

Speaker  Mr. Alvin Lam #A@1E 554 Speaker M. Wilson Yee RIAMESEAE

Fee (HKD) K $280 / $360 Fee (HKD) (1,080 / $1,380

Date 5/12/2013 Date 6/12/2013

Time 18:30 - 21:30 Time 18:30 - 21:30

Topics Credit Linked Structured Products for Wealth Management Services in Greater China Topics Understand Financial Markets - A Practical Approach

R ERMEEERBNEBEEEER

Speaker M. Lam Yat-fai #hBIE%EE Speaker My, Edward Chin #7554

Fee (HKD) K $540 / $690 Fee (HKD) (540 / $690

Date 9/12/2013 ¢ Date 9/12/2013

Time 18:30 - 20:30 Time 18:30 - 21:30

Topics Analysing & Evaluating Client’s Financial Status (English Class) Topics Financial Statement Analysis IV: Equity Valuation

Speaker  Mr. John Ng REFREE Speaker  Dr, Ricky Chung &S #EE+

Fee (HKD) *K$280 / $360 Fee (HKD) 3k $540 / $690

Date 10/12/2013 Date 11/12/2013

Time 18:30 - 21:30 Time 19:00 - 21:00

Topics Comparison of Hong Kong and Mainland China Trust Regulation and Structure # Topics ECA Training for MPF Intermediaries
PEHREBNETEENBRLR # : BESHNAES BEREHE

Speaker D, Eric Tsang &34+ Speaker  Dr. Elex Chan FREEE

Fee (HKD) *$420 / $540 Fee (HKD) < $280 / $360

Date 11/12/2013 & 18/12/2013 Date 12/12/2013 & 19/12/2013

Time 18:30 - 21:30 Time 18:30 - 21:30

Topics Commodities Investment and Market View Formation Topics Alternative Investment/Private Equity and their Benefits in Our Portfolio Management
BRRERTEBHNEMK :

Speaker M. Edward Chin $25 42584 Speaker M. Wilson Yee RIEHEEE

Fee (HKD) K $840/ $1,080 Fee (HKD)  *¥$1,080 / $1,380

Date 18/12/2013 Date 18/12/2013

Time 18:30 - 21:30 Time 18:30 - 20:30

Topics Updates on Compliance Issues Topics Developing and Implementing Financial Planning Recommendations (English Class)
EERBZRTRRE :

Speaker  Dr. Elex Chan FREEE L Speaker  Mr. John Ng REFELE

Fee (HKD) *K$420 / $540 Fee (HKD) ¥ $280 / $360

Date 19/12/2013 Date 20/12/2013

Time 18:30 - 21:30 Time 18:30 - 20:30

Topics Algorithmic Trading Topics How to Pick Unit Trusts or Mutual Funds
HERS : WARIEB AR EEES

Speaker M. Francis Lau 2l #5%4% Speaker  Dr. Elex Chan FREEE

Fee (HKD) **$540 / $690 Fee (HKD)  *}$280 / $360
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EEHEERRE CONTINUING EDUCATION PROGRAMMES

JANUARY 2014
Date 13/1/2014 & 20/1/2014 : Date 16/1/2014 & 22/1/2014
Time 18:30 - 21:00 Time 18:30 - 21:30
Topics Basic Pattern Analysis and Charting Topics Keeping Pace With the Changing Regulatory Requirement #
B R KRR
Speaker  Dr, Joseph Chan BRZBYEE L Speaker M, Petrus Chan BRI E 54
Fee (HKD) *K$700 / $900 Fee (HKD) *}$1,080 / $1,380
Date 17/1/2014 Date 17/1/2014
Time 18:30 - 20:30 Time 18:30 - 21:30
Topics Conflicts of Interest, Insider dealing, and Personal Data Protection # Topics Practical Tips in Investment Fund Comparison and Selection for Financial Planner
FIRER - APRZ RAAERURE # MBRAMESRENRT
Speaker  Mr. Wilson Yee RIBMELE Speaker M. Kenny Mak Z #5854
Fee (HKD) *k$280 / $360 Fee (HKD) K $420 / $540
Date 24/1/2014
Time 18:30 - 21:30
Topics Bond Fund Investment and Selling Tips
BERESRERFEERH
Speaker  Mr. Kenny Mak Z85E %4
Fee (HKD) *K$420 / $540
FEBRUARY 2014
Date 18/2/2014 i paw 18/2/2014 & 25/2/2014
Time 18:30 - 21:30 Time 18:30 - 21:30
Topics Must Know Excel skills for Wealth Management Topics Rules of Conducts and Practice Standard for Financial Planning Professionals #
B EEEEBExcelHR 15
Speaker  Mr. Kenny Mak ZF85B464 Speaker  Mr, Wilson Yee RIEMESE
Fee (HKD) ¥ $420 / $540 Fee (HKD) *¥$1,080 / $1,380
Date 19/2/2014, 26/2/2014 & 5/3/2014 Date 21/2/2014
Time 18:30 - 21:30 Time 18:30 - 21:30
Topics Compliance Functions Effectiveness for Compliance Officers # Topics 10 Common Mistakes in Wealth Management
TEERUEEEIR
Speaker M, Petrus Chan BRIXE 54 Speaker  Mr, Kenny Mak ZF85 B 54
Fee (HKD)  *¢$1,620 / $2,070 Fee (HKD) *K$420 / $540
Date 21/2/2014 Date 24/2/2014 & 3/3/2014
Time 18:30 - 20:30 Time 18:30 - 21:30
Topics Market Update Series: Prospect of the Post-Crisis Global Economy Topics Application of Financial Planning In Business Insurance
B R BT RGN FER
Speaker  Dr. Daniel Chan FRE A+ Speaker  Mr. Richard Ng {Rf@fsc4E
Fee (HKD) ¥ $360 / $460 Fee (HKD)  *¢$840/ $1,080

28/2/2014, 7/3/2014 & 14/3/2014
Time 18:30 - 21:30

Topics Compliance for Senior Management #
Mr. Petrus Chan BRX &%k 4%

*$1,620/ $2,070

Speaker

Fee (HKD)

Remarks #5t :

IFPHK reserves all rights to make necessary alternations on program schedules. Participants shall refer to the Continuing Education Program Calendar in our website for the updated program schedules.

FESREBHERRERBRZER - UASHEREAFRY 2 REFBRAE -
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