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Financial planning explained

What is financial planning?

Financial planning is the process of setting, planning, achieving and reviewing your
life goals through the proper management of your finances.

Life goals are both your personal and business goals, including buying a home,
getting married, raising children, estate and tax planning, starting a business, etc.

It involves going through the financial planning process which reduces the impact
of many hurdles associated with your life goals by enabling you to list out your
present and future financial expectations, helping you to set up realistic plans, and
showing you how your different life goals are interrelated.
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What is the financial planning process?

The financial planning process is a straight-forward 6-step approach which
provides you with action plans designed to achieve financial goals and financial
health. The steps include:

1. Establishing client-planner relationships

2. Gathering client data and determining goals and expectations

3. Determining the client’s financial status by analysing and evaluating client’s
information

4. Developing and presenting the financial plan

5. Implementing the financial plan

6. Monitoring the financial plan

The financial planning process is only expressed here in a simplified synoptic
format, and should be explained further by your financial planner.
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Who needs financial planning?

In short, everyone. You do not need lots of cash or be a millionaire to be eligible
for financial planning. As soon as you are financially independent, it is wise to start
your financial planning immediately. Starting early also allows you to achieve your
life goals ahead of others who do not.

Why hire financial planners?

Financial planning involves various expertise and knowledge and so you should
leave it to the experts - the financial planners.

Some people may prefer the no-cost route by conducting financial planning on

their own. However, beware of the hidden costs that may include:

e Wasting valuable time and effort in acquiring and learning new skills and
knowledge.

e |osing out in some profitable planning advice or insights in industries.

e Spending extra cash on purchasing the right financial tools and information.

For these reasons, the benefits of hiring an outside expert adviser may outweigh
the costs.
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How to choose a financial planner?

Choosing the right financial planner may be one of the most important decisions
you will make for yourself and your loved ones. It is a life-time commitment for
some.

The next section includes 10 basic questions that you should ask your financial
planner when you assess his/her suitability for planning your life goals.
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Questions to ask when choosing a
financial planner

To select a competent, qualified professional with whom you feel comfortable, and
whose business style suits your financial planning needs, you need to ask the right
questions.

The questions below are provided as a public information service by the IFPHK, and
serves as a guide to selecting a competent financial planner.

1. What experience does the planner have?

Find out how long the planner has been in practice and choose one who is
experienced in counselling individuals on their financial needs.
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. What are the planner's qualifications?

Ask what designations/educational qualifications, such as the CFP certification,
certify the planner to offer financial planning advice, and check on his/her
background with the Institute of Financial Planners of Hong Kong (IFPHK), or
other relevant professional organizations.

. What services does the planner offer?

The services a financial planner offers depend on a number of factors
including credentials, licenses and areas of expertise. Generally, unless they
are registered with or licensed by relevant authorities, financial planners
cannot sell insurance or securities products (such as mutual funds or stocks) or
give investment advice in Hong Kong.

. What is the planner's approach to financial planning?

Some planners may develop a plan by bringing together all of your financial
goals. Others may provide advice on specific areas where you need them.
Choose one whose viewpoints and approach meet your concerns and
expectations.
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5. Will the planner be the only person working with you?

The financial planner may work with you himself/herself or have other
professionals to assist him/her. It is prudent to meet everyone who will be
working with you.

6. In what way will the planner be remunerated?

In your Financial Planning Services Agreement, the financial planner should
clearly indicate in writing whether he/she will be paid through fees,
commissions or a combination of both. Understand how these are calculated
and implemented and note that some planners may offset some portion of the
fees if they receive commissions for carrying out their recommendations.

7. How much does the planner typically charge?

While the amount you pay depends on your needs, the planner should be able
to provide you with a preliminary cost estimate based on the work to be
performed.
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Could the planner's recommendations unduly benefit
anyone else?

Ask the planner to provide you with a description of his/her conflicts of
interest in writing. For example, the planner may have a business relationship
with companies that provide his/her recommended financial products or
receive an advantage for referring you to other professionals/companies to
implement the recommendations.

Has the planner ever been publicly disciplined for any
unlawful or unethical actions in his/her professional career?

Several government, regulatory bodies and professional organisations,
including the IFPHK, keep records on the disciplinary actions. Ask what
organizations regulate the planner and contact them to conduct a background
check.

Can our agreement be put in writing?

Ask the planner to provide you with a written Financial Planning Services
Agreement that details the services he/she will provide to you, keep it for
future reference.
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The CFP professional difference

Who is a CFP professional?

As more people call themselves "financial planners”, finding the right one is
difficult.

CFP, CERTIFIED FINANCIAL PLANNER™ and g}, are certification marks owned
outside the U.S. by Financial Planning Standards Board Ltd. (FPSB). The Institute of
Financial Planners of Hong Kong is the marks licensing authority for the CFP marks
in Hong Kong and Macau, through agreement with FPSB.
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Why choose a CFP professional?

IFPHK utilises the following process to assure you that CFP professionals provide
quality and trustworthy financial planning services. These steps include:

1. Initial CFP certification is based on fulfilment of the 4E requirements,
i.e., Education, Examination, Experience and Ethics.

2. Continued assurance of competence is achieved through re-certification every
year that requires the completion of a minimum of 15 hours of approved
continuing education to stay abreast with industry developments, and
voluntary disclosure to IFPHK any public, civil, criminal or disciplinary actions
that may have been taken against them in the previous year.

3. High professional standard is protected by IFPHK's Disciplinary Rules and
Procedures that enforces its Code of Ethics and Professional Responsibility on
CFP professionals.
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4. For better transparency, IFPHK will verify the current standing of a CFP
professional when contacted.

This process sets a CFP professional apart from other financial advisers or planners.
It also gives you a good reason to trust a CFP professional to balance your life
goals, no matter how simple or complex they are.

How to check your planner's CFP certification status?

To verify that your planner is authorised to use the CFP certification marks, please
call 2982 7888 or visit www.ifphk.org.
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For any enquiries, please contact us at:

The Institute of Financial Planners of Hong Kong
Unit 2601, Bank of East Asia Harbour View Centre
56 Gloucester Road, Wanchai

Hong Kong

Tel: +852 2982 7888
Fax: +852 2982 7777
E-mail: info@ifphk.org

Website: www.ifphk.org
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About The Institute of
Financial Planners of Hong Kong
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The Institute of Financial Planners of Hong Kong Limited
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Several parts of this brochure were developed using materials derived or excerpted from publications of
the Certified Financial Planner Board of Standards, Inc. with its full consent.
We are grateful for the Board’s permission to use such materials.
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