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Survey indicated that Hong Kong people may not be prepared financially for retirement due to lack of understanding of 

complex annuity and other financial plans. 

 

At present, there have been a number of financial products in the form of annuity plans on the market. By paying a 

sum of money to a bank or insurance company, participants will receive fixed living expenses on a monthly basis 

after retirement (similar to civil service pensions) until the end of their lives. Upon survey, however, the 

Department of Asian and Policy Studies (APS) at The Hong Kong Institute of Education (HKIEd) has found that 

even with a brief introduction, twenty percent of the respondents still do not understand the "annuity" plans. It was 

also revealed in the survey that the guarantee period of annuity was directly associated with whether the 

respondents were willing to buy these products. The survey was funded by Central Policy Unit – Public Policy 

Research Funding Scheme. 

 

The survey was held from March to May this year. The investigators successfully interviewed 631 MPF scheme 

members (40 to 64 years of age) to learn their understanding of annuities and acceptance level towards the 

annuity design. 

 

It was found that even with a brief introduction, 20% (131) of the respondents still did not understand the annuity. 

In the remaining 80% (500) who expressed understanding of the annuity, the investigators followed up with 18 

multiple-choice questions. For each question, the respondents would assume that they were 65 years old and had 

each saved one million Hong Kong dollars in their MPF accounts. They would then have to make a decision 

between two annuities, or even refuse to choose either annuity and manage the MPF savings on their own. The 

36 annuities were designed based on the four characteristics below: 

 

1. Provision about guarantee periods  
No 10 years 30 years 



2. Change of monthly annuity income  
Fixed 

3% increase per 

year 
5% increase per year 

3. Rating of the financial institution 

providing annuities A AA AAA 

4. Double pay in a specified month 
Yes No 

 

 

Upon analysis of the data of these 18 multiple-choice questions, the investigators found that 7.9% more 

respondents chose an annuity with a ten-year guarantee period versus an annuity without a guarantee period. As 

for the monthly annuity income, the respondents seemed more willing to choose an annuity with a fixed income 

(8.6% more than those choosing an annuity with a 5% annual increase.) As for the rating of annuity providers, 

2.9% more respondents chose a financial institution with a rating of A compared with those choosing an institution 

with a rating of AA. The survey also showed that the respondents did not care much whether an annuity offered 

double pay. 

 

Based on the findings, the investigators designed the most popular and the most unpopular annuity, respectively 

(see table below). There were 19.4% more respondents that chose the former than those of the latter. 

 

 
Most Popular Annuity Most Unpopular Annuity 

1. Provision about guarantee periods 
10 years No 

2. Change of monthly annuity income 
Fixed 5% increase per year 

3. Rating of the financial institution 

providing annuities A AA 

 

The fact that annuity products were not popular in Hong Kong may be related to a lack of concern about the 

problem of the aging population, suggested Professor Chou Kee-lee, Head of the Department of Asian and Policy 

Studies and leader of the present survey. However, with the maturation of the Mandatory Provident Fund (MPF) 

and as a result of the growing accumulated amount of MPF savings at retirement, there is a real need for people to 

take good advantage of their MPF savings to support themselves after their careers. To this end, an annuity plan 

is a good option. He also believes that given the complex concept of annuity, the Government should enhance 

public awareness of annuities and encourage more retired people to buy annuity products through some 

preferential financial arrangements. 

 

Studies have shown an impact of the product design on the demands for annuities, and thus financial institutions 



are expected to continue research to improve the design of annuity to raise their public acceptance, noted 

Professor Chou. 

 

 

Professor Chou Kee-lee, Head of the Department of Asian and Policy 

Studies, suggested that the reasons for annuity products being 

unpopular in Hong Kong may be due to a lack of concern about the 

problem of the aging population. 

~ End ~ 

 

http://www.ied.edu.hk/upload_main/main/press/attach/20150730_APS.jpg

