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INVESmart

2019

Global markets entered 2019 in a positive note, but uncertainties remain. Nixon Mak, Managing Director, Head of 
HK Pensions and Solutions Strategist, Asia Pacific at Invesco, shares his views on the latest retirement events in 
Hong Kong and global markets.

Nixon Mak
Managing Director, Head of 
HK Pensions and Solutions 
Strategist, Asia Pacific
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The government’s plan for tax-deductible voluntary 
contributions has become a hot topic in Hong Kong. 
What do you think of this new initiative?

Pension fund fees are generally cheaper than retail 
funds of the same kind and enjoy lower switching fees. 
With tax-deductible voluntary contributions (TVC), 
investors can enjoy additional tax exemption, which is 
not available to retail investments. 

TVC is best utilized when investors start early and 
make regular contributions so that they can spread out 
the cost over the next few decades, receive annual tax 
exemptions and enjoy the accumulated returns when 
they reach retirement. Early starters can enjoy better 
cost averaging and higher risk-reward benefits.

However, investors should note that like other pension 
contributions, TVC requires a long-term, committed 
strategy, and investors cannot withdraw the benefits 
until retirement at 65 or upon certain special 
circumstances. If the investor’s need is more focused 
on flexibility, they should not opt for TVC investments 
even though the cost may be higher.

MPF members reportedly lost more than HKD 
20,000 on average in 2018, but year-to-date 
equities have seen some remarkable gains. Do you 
think the uptrend is sustainable? Why?

The loss in 2018, especially in the fourth quarter, was 
triggered by a market-wide premature expectation 
for recession and uncertainties on issues such as 
the trade war and Brexit. However, we have since 
observed positive signs in the market, which should 
provide support in the near term. The Federal Reserve 
(Fed) toned down its stance on tightening in January, 
reiterating its data dependency and flexibility with the 
rate hike schedule given below-expectation inflation 
and slowing growth. The US economy is still poised 
to grow, albeit not as strong; act as the main pillar 
of global economy, and I do not see any chance for 
a contraction in the next 12 months. I estimate US 
economy growth at 2.5% in 2019, plus or minus 0.2%.
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We also see governments and central banks around the world 
stepping up efforts to support markets and maintain growth, such 
as China’s tax reform and the Reserve Bank of India’s rate cuts. 
Emerging market equities (including China, Taiwan and Hong Kong) 
have seen more inflows recently and could be strengthened in 2H 
2019 as growth in the US starts to slow. Hong Kong stocks may 
potentially earn mid to high single-digit returns this year given a 
lower valuation and therefore a higher chance of reversion from last 
year’s loss. China remains attractive too with its continuous policy 
support and the strengthening A shares. 

The stabilizing USD is expected to drive emerging markets. Though 
the dollar has not risen much since the beginning of the year, the 
US 10-year Treasury yield has descended from its high at 3.2% in 
November 2018 to less than 2.7% by the end of December and 
remained at similar levels.1 Market consensus so far maintains at 
least two more rate hikes this year or more if growth reaches beyond 
the 2.5% trend in the next two quarters. While we do not expect a 
sharp appreciation for the greenback like 2018, we do not foresee 
a significant decline either. More signs of a weakening dollar may 
be visible in the 2H 2019, at a later stage of the rate hike cycle, 
when there is less time and room to support growth. The cycle could 
possibly end as early as 1H 2020. 

In general, 2019 should be less negative based on the opening, 
but it is too early to call the rally in the first few weeks of the year 
sustainable without data improvement. However, I do hope to see 
government stimulus measures taking effect in 1H and showing 
clearer directions. 

In terms of positioning from the pension perspective, I believe 
investors should maintain a global asset allocation focusing on stocks 
to capture returns from global growth, especially with more positive 
signals from the White House to resolve the trade war impasse and 
abundant liquidity in the market as central banks (except the US) 
show no signs of raising rates soon. Investors should understand that 
the dramatic decline in 4Q 2018 was a rare, extreme occurrence.

What is your view on fixed income and commodities? Why? 

For now, I am not particularly fond of fixed income from the pension 
perspective. Most Hong Kong pension funds invest in investment-
grade or sovereign debts, which have little room to grow without 
a strong rate cut cycle. If investors are positioning for a defensive 
portfolio with tactical adjustment, keeping cash could be a better 
option than justifying the yield with coupon income, which could 
easily be eroded at just a few percentages. 

High yield and emerging-market local currency bonds are another 
story though. With better equity performance, these fixed income 
securities are expected to register relatively good returns. The 
comparatively bigger portion of coupon income from high yield 
bonds can also better counteract any potential loss. 

On the commodity front, the rally of gold price can be attributed 
to a stabilizing USD. While there may be further room to cut oil 
production, global inflation as a whole remains muted. Other than 
that, I do not see a particularly positive area for the rest of the 
commodity universe. As investors look to diversify their portfolios, 
gold—strengthened by the expected weakness in the USD—could be 
an alternative.

1 2019 2 20
1 Source: Bloomberg, data as of February 20, 2019.



Global Investment Outlook

 Asset Class  Positive  Negative

 Equity •  
Global growth to remain above trend

•  
Oil price retreat will support consumer appetite

•  
Monetary policies around the globe remain 
supportive

•   
US China trade war escalates

•   
Valuations around historical averages

•   
Signs of downward earnings growth

 Moderately favorable

 Bond • 
 

Policy divergence among central banks to 
support market liquidity and bond yield

•  
Gradual increase in consumer price inflation

•  
Tightening labor market will keep pressure on 
wages

•   
Cyclical recovery expectation will raise bond 
yields

 Less favorable

 US Equity •  
Corporate profits benefit from globalization and 
remain stable

•  
Consumer spending is still solid

•   
Private sector balance sheets continue to 
strengthen

•  
Stock buyback has reached the peak

•  
Increase in mortgage rates will weigh on 
housing activities

•  
Capital expenditure affected by trade tension

 Moderately favorable

 Europe Equity •  
Economic outlook from ECB remains broadly 
inline with expectation

•  
Falling euro allows exports to be competitive

•   
Cyclical recovery in earnings

•   
Current accounts continue to improve

•   
Brexit uncertainty

•  
Italy budget crisis remains unresolved

 Neutral

 Japan •  
Policy on hold from Bank of Japan

•   
Healthy corporate balance sheets

•   
Valuation below long-term average

• 
 

Valuation not as attractive as before, driven by 
an increasing proportion of companies beating 
earnings expectation

•   
Stubborn deflation

•   
Tight labor market dampens productivity growth

 Neutral

 
Asia Pacific ex J, H, C*

•  
US dollar range bound

•   
Fundamentals appear to stabilize after two 
years of deterioration

•   
Exports growth remains anemic

•    
Central banks have limited reasons to ease 
monetary policy

•  
Slowdown in exports and capital inflows

 Not favorable

 
China (Hong Kong)

•   
Valuations below long-term average

•   
Economic growth in mainland China has 
stabilized

•  
Monetary and fiscal policy support from the 
central government, such as tax relief.

•   
Banks are expected to see rising non-
performing loans

•   
High levels of corporate debts

•   
Weak domestic demand in Hong Kong

 Neutral

2019 2 22
Source: Invesco, as at February 22, 2019. The strategic allocation is on a relative basis. Opinions and forecasts are based on current market conditions and subject to 
change without notice. * J = Japan, H = Hong Kong, C = China (Mainland China)

 Strategic asset allocation



Q&A Mailbox

What is tax-deductible voluntary contribution? What are the 
things to note?

As the pension market eagerly awaits the approval of the bill 
regarding tax deductions for annuity premiums and MPF voluntary 
contributions, here are a few facts MPF members should know.

• The bill is expected to pass by end-March, and then tax 
deductions will take effect starting assessment year 2019/20.

• MPF members need to open a separate account for tax 
deductible voluntary contributions to enjoy tax exemption.

• The proposed maximum tax deduction limit is HKD 60,000 per 
year.

• The HKD 60,000 limit can be freely apportioned between the tax 
deductible voluntary contributions and eligible annuity premiums.

• Withdrawal requirements are same as MPF mandatory 
contributions.

It’s never too late to start working on your retirement savings. Stay 
tuned with us for the latest updates!

What is the risk indicator in a fund factsheet? Why is it important?

As its name implies, the risk indicator indicates the level of risk of a 
fund. It is measured by standard deviation calculated over a three-
year period. The higher the risk indicator, the riskier the fund. 

It is an important indicator to MPF members as it is generally 
accepted that the higher the risk, the more likely a fund will achieve 
higher returns over the long term. However, it is also more likely to 
be affected by downside volatility than a lower-risk fund.

While there is not a single standard to benchmark a fund’s risk level, 
MPF members can use it to compare funds and make informed 
decisions in relation to their risk appetite.

MPF members should also note that the following funds are not 
required to disclose their risk indicator:

• Funds with fewer than three years of performance history 
• Guaranteed funds whose rate of return is unaffected by the 

performance of the underlying investments
• Guaranteed funds whose guarantees for returns are payable 

unconditionally 

• 3 2019/20

• 

• 60,000
• 60,000

• 

• 
• 
• 



What is fund expense ratio? What does it include?

Fund expense ratio is the total expenses of a fund as a percentage 
of its asset value, consisting mainly of charges and fees (e.g. 
administration fee, management fee, guarantee charge for a 
guaranteed fund), but it does not reflect other fees, if any, that MPF 
members directly pay. Like the risk indicator, fund expense ratio is 
also a key indicator for making investment decisions. The higher fund 
expense ratio is, the more impact it has on a fund’s returns.

Fund expense ratios vary by and within fund types. For example, 
equity funds generally have higher fund expense ratios than money 
market funds and bond funds.

The fund expense ratio is reported once every financial period and 
is calculated based on the data from the previous financial period. 
Therefore, fund expenses ratio for the current financial period will 
not be reflected in the factsheet; it is also not necessary to report 
fund expense ratio for funds with fewer than two years of history.



Invesco Blog

Invesco Pension Luncheon

After a year of volatility, the 2019 Invesco Pension Luncheon was 
held in mid-January, with the theme “Keeping ahead of shifting 
sands.”

Terry Pan, Invesco’ Chief Executive Officer, Greater China, Southeast 
Asia and Korea, kicked start the event by extending his welcome 
to more than 40 alliance partners. He was followed by Dr. John 
Greenwood, Invesco’s Chief Economist, who shared his outlook on 
global economy, inflation and recession. 

Dr. Greenwood was then joined by Ken Hu, Chief Investment Officer 
of Fixed Income, Asia Pacific, Nixon Mak, Managing Director, Head 
of HK Pensions and Solutions Strategist, Asia Pacific and William 
Yuen, Investment Director, in an interactive panel discussion where 
they answered questions on a variety of investment topics. All 
guests expressed satisfaction with the luncheon and indicated strong 
interest in joining Invesco events again.

2019 1
Keeping ahead of shifting sands

40
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The panel discussion was highlighted by interactive exchange 
between the investment specialists and the audience.Terry Pan, Chief Executive Officer, Greater China, Southeast Asia 

and Korea, delivered the welcome remarks at the Invesco Pension 
Luncheon.



News & Updates

In recognition of its excellent service and continuous dedication to 
pension education for the general public, Invesco was once again 
acknowledged by MPF Ratings and the Institute of Financial Planners 
of Hong Kong (IFPHK), detailed in the following table:

 Award organization Winning categories

MPF Ratings2

2019
2019 Gold Ratings

2019
5 Year Consecutive Gold Ratings for 2019

2019 1 –
1 Year Consistent Performer for 2019 - MPF Conservative Fund

Institute of Financial Planners of Hong Kong3 Corporate Financial Education Leadership – Gold Award

2  Invesco Ltd. 
2018 12 31

3  Invesco Ltd. 2017 7 1 2018
6 30

2 This award is granted to Invesco Ltd., Invesco Hong Kong Limited, or schemes, funds or its share classes managed by Invesco Hong Kong Limited. This 
rating and award is based on rating criteria of MPF Ratings, which only reflects fund performance, fees and administrative assessment of each MPF 
scheme as of December 31, 2018.

3 This award is granted to Invesco Ltd. or Invesco Hong Kong Limited. This rating and award is based on rating criteria of the Institute of Financial Planners 
of Hong Kong, which only reflects its performance from July 1, 2017, to June 30m 2018.

MPF Ratings is an independent pension research provider that 
reviews, analyses and rates the quality and performance of MPF 
schemes. MPF schemes are rated annually to reflect a scheme’s 
overall value for money to MPF members. IFPHK was set up to 
develop and maintain professional standards for financial service 
providers. Organizations and individuals are recognized annually for 
their efforts in improving financial literacy in Hong Kong. 
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Upgrade your user experience with INVESNet pension member 
account portal

Stepping into 2019, we are excited to introduce the new INVESNet 
pension member account portal, which has been enhanced to 
provide greater ease and improve user experience.  Below are some 
major feature upgrades:

• A mobile-friendly design
• A new look and feel
• Easier access to frequently used functions
• Member account summary at a glance

Members can now log in to the new portal using their current log 
in credentials. Detailed instructions on using the new portal can be 
downloaded from the Resource Centre  in the portal.
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 2842 7878

Unless otherwise stated, sources are from Invesco as at February 28, 2019. Opinions and forecasts expressed herein are based on current market 
conditions and are subject to change without prior notice. This document contains general information only. It is not an invitation to subscribe for 
shares in a fund nor is it to be construed as an offer to buy or sell any financial instruments. Nor does this constitute a recommendation of the 
suitability of any investment strategy for a particular investor. While great care has been taken to ensure that the information contained herein is 
accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance thereon.
This is a quarterly newsletter, should you wish to receive the softcopy regularly via email, please contact our INVESCall Member Hotline at 2842 
7878.
Investment involves risks. Past performance is not indicative of future returns. Please refer to the Prospectus for details, including risk factors and 
product features.
This document is solely for use of the existing members of the Invesco Strategic MPF Scheme and Invesco Select Retirement Fund only. Circulation, 
disclosure, or dissemination of all or any part of this material to any unauthorized persons is prohibited.
This material is issued by Invesco Hong Kong Limited.
“Invesco” and “Invesco Hong Kong” stated in this document represent “Invesco Hong Kong Limited”.

 Your Trustworthy MPF Partner
  INVESCall Member Hotline: 2842 7878

  INVESNet: www.invesco.com.hk/mpf
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