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Dear Students,
| note with great sadness the recent departure of esteemed Professor Yu
Zi-you from this world, on 29 March 2010 at the age of 60.

An Associate Professor of Lingnan University, among other regional
responsibilities, Dr. Yu has been instrumental in ensuring that the CFP
certification standards were always upheld. Her tireless commitment to the
financial planning industry and her enthusiastic approach to life will be missed
by her friends and her colleagues in the industry.

To ensure CFP certification standards are always high and relevant, we are
conducting a Job Analysis Survey. The results of this global initiative will help
ensure that the syllabus you are studying is globally and locally relevancy.

| would like to highlight that like you | am preparing to become a student.
It has been my personal goal to improve myself and widen my experience,
and | am now waiting with mixed feelings of excitement and trepidation to
become a student again at Harvard University pursuing my Masters in Public
Administration.

During my one-year sabbatical, Ms Eleanor Wan will assume my
responsibilities. A veteran in the fund management industry and the ex-CEO
of Allianz Global Investors (HK) Ltd, her leadership and guidance will pave the
way for continued success in Hong Kong. Please give her the fullest support
that | have been fortunate to experience.

Until we meet again, yours sincerely,
/. -

Angeline Chin
CEO
Institute of Financial Planners of Hong Kong
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Paper 1 iR &—

Financial Planning
Process

R EB

, CERTIFIED FINANCIAL PLANNER®™ and

Employee Benefits and
Retirement Planning

BERAREBAEE

22.22%

Insurance Planning 56%

R Fiz 5K &)

Distribution of questions 328 5 7

The Pass Rate for this paper was 54.58%. Of the 502 candidates, the majority of those
who named their industry other than Others came from Retail Banking. Life Insurance,
Independent Financial Advisor, Securities Brokerage and Private Banking formed the other
top 4 industry sectors. In terms of experience, 48% had less than 6 years of experience in
the financial services industry while about 24% had more than 10 years of experience.

For more information, click here.
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Paper 2 sRE—

Financial Planning
Process

B REIBE

Estate Planning
EHERE

32.50%

Tax Planning

B E

Distribution of questions 7128 7 7

The Pass Rate for this paper was 45.8%. Of the 548 candidates, the majority of those
who named their industry other than Others came from Retail Banking. Life Insurance and
Independent Advisor sector the next top two while the fourth position was a tie between
Private Banking, Asset Management and Securities Brokerage. In terms of experience, 46%
had less than 6 years of experience in the financial services industry while about 23% had
more than 10 years of experience.

For more information, click here.
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Paper 3 &= Paper 4 &M

. . ko The Pass Rate for this paper was 39.24%. Of the 632 candidates, the majority of those
E;jnﬁ;n%%!“ﬁla;g;:g. 25% who named their industry other than Others came from Retail Banking. Life Insurance,
- o Independent Financial Advisor, Asset Management and Securities Brokerage were the other

top 4 industries. In terms of experience, 39% had less than 6 years of experience in the
financial services industry while about 32% had more than 10 years of experience.

25.00%

Investment
Planning: 75%
KREERE 1 75%
For more information, click here.
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The Pass Rate for this paper was 36.09%. Of the 604 candidates, the majority of those
who named their industry other than Others came from Retail Banking. Life Insurance,
Independent Financial Advisor, Asset Management and Private Banking were the other top
4 industries. In terms of experience, 42% had less than 6 years of experience in the financial
services industry while about 27% had more than 10 years of experience.

For more information, click here.
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Paper 1: Health insurance policy analysis

AE— BEARIMN

“Health is Wealth”, so goes the old saying. | would like to extend its meaning by saying
“Health makes you enjoy your wealth”.

Health insurance is very important in our daily lives. However, whenever | do surveys
during classes, the results always surprise me. It showed that most students buy life
insurance policies but not health insurance policies. It seems many of them are more
concerned about their family‘s well being, and ensure that their policies leave proceeds for
their beloved ones.

When it comes to their own health, they do not think much of it. Very few seem to think that
health insurance is a protection that one may enjoy while he or she is still alive.

One of the common misconceptions the students may have surrounds the “dread disease”
policy. In Hong Kong, many insurers use the terms “Critical lllness” or “Crisis Cover”
instead. Often people think that it is a regular item in a personal insurance plan. However,
the opposite is true.

Dread disease policy is an example of a limited sickness policy that imposes strict conditions
for claims. In general, it is a poor buy.

For instance, if a person suffers from an early stage of cancer, he can only get very little or
nothing from his dread disease policy. However, he probably can get reimbursements from
the hospital-surgical policy after treatments in hospital.

In reality, the proceeds from dread disease policy can be used for either medical or non-
medical uses. Therefore, we may use it for income protection during the treatment for the
serious sickness. Dread disease policy is better described as “Accelerated Death Benefit”
or “Living Benefit”, not a medical insurance.

CPFem CERTIFIED FINANCIAL PLANNERC™H] £

.S. by Financial Planning S ards Board Ltd.(FPSB). The Institute of Financial Planners of Hong Kong is the marks licensing authority for the CFP marks in Hol
S A SMb B B 5 5K SIS YE I E B (FPSB) 2 IS - RIBEREIIS REFERIE R (FPSB) AT M - BBMBHREMBE 2N — BB REPIERCFPR RATHAE o

[REMREVE | ROBEBARNT  RRATCTEE-—TEES [RERRES
mEl -

BEEREEEMARLEEFEEN R - ESERERELBRAER  EREES
ABF - RBNEBRAZEBREASRRMIFBERRE  RREMEMAKSEEAOLR
ANRE - MERAIBREAMMSHNEEREHEHREE-

MHAZREREESRENEE - REBRLHNWEZHA - BRERMRAEHRMBMA
BEEAKREARE -

RZEZBHEAN [RELAK] NRBEERE  -EZBEB  RERBATARA R
Rl TRERERE] —A - AFRZKUSBEREARBHETHNERREERE -
BERABEER

BERPRBEHBEARRARE  BEPBEIBEBEERAR  IUAFTERER
B

PIMEARBAOBEE  RATRBEARRTESBLIEZRBEMEE - B
RERAREER  ATRAEKEEFiRiePESHBHE -

EEL RERRBRIESHBETEATAERIFAENER L - it - HMA

BEREAEBRERFHEAN -—BRARRE - RARBEENER T8 [HEX
BHBE] R TEERE] - MEEERRE -

nd Macau, through agreement with FPSB.




Study Guide = & 12 =

Sarinﬂ 2010

CPFem, CERTIFIED FINANCIAL PLANNERC™ and are certification marks owned

Paper 1: Health insurance policy analysis

ME - BEARI A

Students also easily overlook disability income insurance. It is important for breadwinners,
especially the self-employed because they do not have cover from E.C. policies. Students
should pay attention to the definition, the coverage and the exclusions. Lastly, the calculation
of the payment under residual disability should be mastered.

Health insurance is not a difficult subject area, but it can be quite tedious, which makes it
difficult for students to memorize. As there are a lot of variations in the details of contracts
offered by different insurers, it is better to create a mind-map for easy reference. | suggest
students to look at the “Questions for Review” and “Questions for discussion” in the final
part of the relevant chapters of the Fundamentals of Risk and Insurance.

For questions on the application, | recommend everyone to read the relevant dispute cases
on the website of Insurance Claim Complaints Bureau: www.iccb.org.hk

Contributed by Angus Yip, CFPCM
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Paper 3: Bond Valuation
mE=  EFEE

Fixed rate bond is a debt security that pays coupons to bond holders periodically. Most of
the fixed rate bonds pay coupons semi-annually.

Each coupon amount = par value x coupon rate

Example:
A 10-year 5% ABC bond with par value of $1,000, pays coupons semi-annually. Given the
yield to maturity is 7%, what is the fair value of the bond?

For BAII-Plus with settings P/Y =1, C/Y =1

End (Use end mode for most of the bond calculation)
N =10 x 2 = 20 (20 coupon payments)

PMT = 1000 x 5%/2 = 25

1Y =7/2=3.5

FV=1000

PV =-857.88

Important Points:

Many students confuse the coupon rate with the yield to maturity (YTM); they usually input
the coupon rate as I/Y.

Many students forget to consider the payment frequency and make the following mistakes:
* N = 10 (ignoring that the bond pays coupons semi-annually); or

« PMT = 1,000 x 5% = 50 (ignoring that the bond pays coupons semi-annually) ; or

* PMT = 1,000 x 7% = 70; (ignoring that the bond pays coupons semi-annually and
confusing the coupon rate with YTM); or

« 1/Y =5 (ignoring that the bond pays coupons semi-annually and confusing the coupon
rate with YTM); or

* I/Y = 7(ignoring that the bond pays coupons semi-annually);

are certification marks owned
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N=10x2=20 (520X REBEE)

PMT = 1000 X 5%/2 = 25

IlY =7/2 =3.5

FV = 1000

PV = -857.88
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Paper 3: Bond Valuation
AE=Z  EFEE

Premium Bond, Par Bond and Discount Bonds

When YTM < coupon rate, the bond will be sold above its par value and it is a premium
bond.

When YTM = coupon rate, the bond will be sold at its par value and it is a par bond.
When YTM > coupon rate, the bond will be sold below its par value and it is a discount
bond.

If other factors remain unchanged, the values of the above bonds will change as time goes
by, but the direction of change is different between each one.

The value of premium bond will decrease;
The value of par bond will remain unchanged;
The value of discount bond will increase;

In short,
coup:(o-l;wN:a:/tZ. ©) Par vs. Price Bond Value Valrrsedgggtsiobnyas
YTM<C Par < Price Premium Bond Decrease
YTM=C Par = Price Par Bond Unchanged
YTM>C Par > Price Discount Bond Increase

Important point:

Some students find it difficult to determine whether a bond is a premium, par or discount
bond in the absence of complete information, i.e. the term to maturity is missing. However,
we do not need to have the complete information if we use the above table.

Contributed by William Lai, , CFPCM, CFA, FRM
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Announcements
BEEEM

Reminder: Read the Handbook
BT BREEZEFH

All candidates are reminded to read the handbook. It has vital information on the examinations and provides useful information for your study plan.

EEFEEEMEZETM  SAFTMANEEZRANEETER - WASEEREHBINEHEM -
Question distribution XE %

Paper 1 - Insurance and Paper 2 - Tax and Estate Paper 3 - Investment Paper 4 - Financial Planning
Paper &% Retirement Planning Planning Planning Practice

A% — | RERKKE BAEZ BB REERE AH=  REXE AFMN : PHREAER
Duration BfR 2.5 Hours 2.5 Hours 2.5 Hours 3 Hours
No. of questions 2 E £ 8 85-95 75-85 75-85 55-65

(2]

Distribution of question by topic area

A. Financial Planning Process
(Topics 1-18) 22% 32% 25%
M REBIE (FRE 1-18)

B. Insurance Planning (Topics
19-29) 56% - -
RIRZE S (FRE19-29)

C. Investment Planning (Topics : : :
30-49) - - 75% Integrated topics of financial

R EFRE (FRE30-49 planning
D) BB A A R
D. Tax Planning (Topics 63-73)

HIEHRE (FReE50-62)

E. Employee Benefits and
Retirement Planning (Topics 63-73) 22% = =
EEEFIREMETE (FRE63-73)
F. Estate Planning (Topics 74-87)
BHEER S (FRET74-87)

= 45% =

- 23% =

CPFem, CERTIFIED FINANCIAL PLANNER®™ and 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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Updates from Approved Education Providers

Approved Education Providers Contact Latest Update

A B Bt A% RFTE

APIB, Chinese University of Hong Kong

45 oh < A B35 A T RS Fr(APIB 3163 4305 Latest class schedule
LiPACE. The Open University of Hong Kong 3120 9988 | atest class schedule
BEAFAARETEZHEEEE 0 (LIPACE) (then press 1-1-2)

MEDC., Hong Kong Polytechnic University

£ T KB EEE A BETRL(MEDC 3400 2773 Latest class schedule
SCOPE, City University 2784 3206 L atest class schedule
BB H AEEEHE(ZE (SCOPE) 3442 7423
SPACE. University of Hong Kong 2867 8467

Latest class schedule

BB REBEFEE BB (SPACE) 2867 8483
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http://www.ouhk.edu.hk/LIPACE/courseinfo/commencement/DB003.htm
http://medc.polyu.edu.hk/course_List.asp?EventTypeID=CFPHK
http://medc.polyu.edu.hk/course_List.asp?EventTypeID=CFPHK
http://medc.polyu.edu.hk/course_List.asp?EventTypeID=CFPHK
http://www.cityu.edu.hk/ce/CFP/
http://www.cityu.edu.hk/ce/CFP/
http://www.cityu.edu.hk/ce/CFP/
http://www.hkuspace.hku.hk/prog/cfp-financial-planning
http://www.hkuspace.hku.hk/prog/cfp-financial-planning
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