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Full Text Translated:

According to a recent study found that in the case of high-risk members from the provident fund system
is in fact better than the market, given the long-term returns.

Policy Research and consulting firm Towers Watson (Towers Watson) commenced joint research, after
making a series of assumptions to calculate in 20 years, the annual rate of return on provident fund
account up to 5.7%. This includes government preferential interest rate, relative to the market rate
(local savings rates or government bond yields) created value.

According to the major local banks calculate interest rates 0.21%, lower than the statutory minimum
interest rate of 2.5%, but members of the general fund and special deposit accounts were still enjoy 2.5%
and 4% per annum. In addition, the first $ 60,000 of the total fund accounts (including Ordinary Account
20,000 yuan limit) enjoy an additional 1 percentage point per annum, less savings to fund members a
greater return.

Report titled "Singapore retirement investment risk financing system," the show, preferential interest
rates for provident fund government offered different accounts, allowing the general account in 20
years, the average annual value of 1.4%.

Fund-related issues affecting the public sentiment, the recent establishment of the fund advisory group,
one of the viewing range is the ability to allow members more flexibility into private investment plans.
Policy Institute study researcher Yu Guoan hoped to promote discussion and review.

He said: "CPF members may think they can, through fund investment plans, proposed deposit for riskier,
higher investment returns are, however, our analysis shows that, unless they significantly increased risk,
such as investing in bonds accounted for a large. part of the investment project, or else they are not
likely to significantly improve returns, have to bear a higher downside risks. "

Yu Guoan For example, since January 1, 1993 there CPF Ordinary Account in the 100 yuan, after earning
interest at June 30 this year has increased to 180 yuan. If stored in the same period to 100 yuan deposit
accounts for up to 12 months, the amount can only be increased to about 141 yuan.

He said: "Over the past 20 years, the government basically very stable and provide higher returns for
fund members of the government also bear the risk of lower market interest rates in recent years,
especially in low market interest rate environment.."

Long-term rate of return of 5.7% per year

Lower than the balance of the portfolio risk

The report shows that 60% of stocks and bonds accounted for 40% of the balance of the portfolio
compared to 5.7% of the annual fund long-term rate of return is only 0.2 percentage points lower, but
the risk is relatively low a lot.

On the standard error is a measure of risk (standard deviation), the fund is expected to return standard
deviation is 1.4%, the balance of the portfolio is 12.3%.
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If the investment is 100% focused on the project of global bond investment return is expected up 6.8%,
while they have to bear more risk, the standard deviation of up to 20%.

The report shows that, in accordance with the "zero risk" market interest rates, provident fund accounts
differ in 20 years is the average annual return was 4.3%. A hypothetical analysis is that the inflation rate
of about 2.5% long-term growth.

For the report, a senior lecturer in UniSIM School found that although research summed CPF members
in interest rates and low return environment, achieved higher than the market rate of return, it does not
mean that members feel the rate of return is fair .

She said: "l think, provide a higher degree of flexibility, so we take what we need is fair for some willing
to take a higher risk of CPF members, they feel that justice is more than the inflation rate of return we
can follow. The rate of return offered by other countries to compare. "



