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Methodology

e Survey conducted by The University of Hong Kong'’s Public Opinion Programme

e Covers people’s attitudes towards risk, protection and long-term savings in the
context of the current financial crisis

e 503 respondents from the working population aged 18-65 with monthly personal
income in excess of HK$8,000

e Fieldwork conducted in January 2009
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Back to basics: survey findings

Jason Sadler, Managing Director, Insurance Business Hong Kong
HSBC Insurance
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Cancer or critical iliness is the prime health concern for most Hong
Kong people

(%)

Cancer or  Accident/ Early or Nothing Don’t know/
Critical Disability ~ Unexpected Hard to say
illness death

e Top three leading causes of death in 2007: cancer, heart disease, pneumonia (Source:
Department of Health)

e Increasing medical costs can put strain on a family’s financial situation and lifestyle
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Job losses and investment losses are top financial concerns for
Hong Kong people

50 A

(%)

Loss of Substantial Insufficient Insufficient Nothing
current job investment incomefor income for
loss retirement  daily needs

e Focus on survival and recovery

e Retirement worries take a backseat
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People going back to basics — buying insurance, saving more

70 - 67%

64%

50 -
(%)
40 A
30 -

20 -

10 -

Bought life Bought Saved more Bought Bought Topped up
insurance Mmedical/ cash in the stocks annuities/ MPF

critical bank retirement
illness products

e Shift to financial solutions that offer wealth protection and a safe haven

e Protection a short-term solution in the current crisis, but also a key element of a long-
term savings strategy

e Life and medical insurance — protection for unforeseen events

Note: Multiple responses allowed for this question
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Half of the respondents say their financial plans unchanged over the
last 12 months

60 A
51%
50
40
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Did Kept Unloaded Switched Added Added Bought Bought
nothing cash stocks to to critical more life annuities
prevent conservative illness life insurance
further MPF funds  rider insurance for 1st
loss time

e Savings, MPF and insurance are key elements of people’s long-term financial plans
e Many have not reviewed their plans or sought guidance from a financial planner, despite crisis

e Those who made changes moved to conservative investment strategies to protect assets

Note: Multiple responses allowed for this question
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In terms of long-term financial goals, people aim for steady and
regular retirement income

70 -
59%
60 - 56% 54%
50 H
(%) 40 -
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O —
Steady and ~ Adequate  Long-team  Save more Adequate Recover
regular post- medical protection  cash in medical investment
retirement protection  for the the bank protection losses
income inoldage  family in case of

critical illness

e Long-term aspirations have not changed — need to prepare for retirement, cover medical
bills in old age and secure family’s future

Note: multiple responses allowed for this question
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Lack of confidence in the markets is the greatest barrier to the
long-term financial planning

50 -
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confidence  insecurity investment  premium cost adequate money to buy
in th instruments protection insurance
Inthe with good and savings
markets returns

e Negative sentiment and uncertainty are preventing people from planning for long-term
financial security

e Short-term worries are distracting people from planning properly for financial security
in the long term

Note: Multiple responses allowed for this question
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Reality check — the longer we live, the higher the risk of getting cancer,

especially after age 50

Cancer has emerged as a major health problem in HK Age-specific incidence rate for cancer in 2006
25,000
3,000
20,000 -+
2,500
o
3 S Incid
S — increased significantly
IS @
S 10000 L © 1,500 from age 50
> L
g 1.000
5,000 +
500
0 0-

1994 2006 25- 30

ll Newcases "Tby 32%

B Death cases Mby 29%

Source: Hong Kong Cancer Registry, Hospital Authority 2006
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Reality check — costs of cancer treatment in Hong Kong can run up to
at least HK$500,000

Expenses for critical illness in real cases

Lung Cancer Oct-07 Jan-09 16 Months HK$ 1,741,254
Stomach Cancer Jun-07 Till now 20 Months HK$ 3,437,213
Liver Cancer Jul-08 Till now 7 Months HK$ 537,444

Hepatocellular Carcinoma

(a kind of common liver cancer)

Source: Quality HealthCare 2009

Mar-07 Till now 23 Months HK$ 1,301,000

Medical expenses

Major surgery: HK$400,000

Doctor’s fee: HK$1,000 per visit
Drugs/health supplement:HK$2,000/month

Laboratory/chemotherapy/radiotherapy:
HK$5,000 /visit

5 most common cancers in HK, 2006

Rank Site

1 Lung

2 Colorectum

3 Breast WS - .
@\ \ Estimated Cost:

. "ﬁ Minimum of HK$500,000

Maximum: ?

4 Liver

5 Prostate

Source: Hong Kong Cancer Registry, Hospital Authority 2008
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Summary of key findings

e People facing increasing financial risk — people’s worst case scenarios (cancer/job
loss/investment loss) have become real and urgent concerns

e People responding to risk by shifting back to basics — insurance protection and cash

e Financial planning paralysis hitting Hong Kong people — half are not making
changes to their plans, and those who do are very cautious

e Long-term aspirations still focused on retirement, medical coverage and family
protection

e But economic uncertainty and negative sentiment are greatest barriers to planning
for the future
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Planning for the future: bridging the gaps
Bruno Lee, Head of Liabilities Business and Wealth Management for

Personal Financial Services in Hong Kong
The Hongkong and Shanghai Banking Corporation
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Financial planning made easy and simple

e WealthMaster facilitates regular financial planning
— HSBC'’s proprietary end-to-end needs analysis and financial planning tool
— From goal setting to product selection
— Over 65,000 sessions logged in 2HO08, up 33% from 1HO8

e Express Goals simplifies needs analysis
— Feature within WealthMaster to set up financial goals and identify financial gaps in 5-10 minutes

e Automated application systems developed in 2008
— Shift to Straight Through Processing (STP) from paper application and manual underwriting
— Instant application approval — as high as 87% approval rate for selected products
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Goal setting in 5-10 minutes

e Express Goals — identify the customer needs and tailor a plan appropriate to individual goals,
life stage and financial status

e Financial goals for retirement, education and protection identified in 5-10 minutes

HSBC ¥ Ho record &0 Not specified |Open an Account [v] Go (7 ¥ (I

adf adf
Home | Goals \ Express Geal | Market Insight | Next Steps | Product Search

To better review your financial goals, may we know your...

Current Monthly Incame HKD 40,000
Includes salary and otherincome, such as interestincome, dividends efc.

Current Monthly Expenses HKD 30,000
Includes personal and family expenses, rental or morgage payments efc.

Expected Inflation Rate 300 %pa.

Thig inflation rate will be applied universallyto all inancial goals.

all " \ :
y f

| ¢
Wi fl.'f.ﬂ.‘ Ld.. =
etirement Planning Education Planning Pratection Planning

P
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A one-stop exercise to understand one’s financial status

o After financial goal setting, 10 basic questions will help illustrate customer’s financial status

e All data saved automatically and can be accessed during the next financial planning session

Home | Portfolio | Goals | Express Goals l Market Insight | Hext Steps | Product Search |

Calculation Evaluation Application

Retirement Planning Education Planning Protection Planning

Affardability (% of
disposable income] -

Currert Income Currernt Expenses Expected Inflation
[HKDO] [HKDO] (%]

50,000 40,000 3.00 0%
Number of your dependent(s) 1]
hﬁnthlyfamil\,rincome provision - HED 1]
r‘imber ofyears forwhich funds would be needed 1] years
Iinds foryour dependent's education goal HkD 1]

:nds foryour dependent's other goals - HED u]
T:Dtal current assets - HkD a
T:Dtal liahilities outstanding - HED 1]
T:Dtal life insurance coverage(Fersonal & Group) HKD 1]
gpected return rate - 500/ %opa,

Calculate

lote:
» Unless otherwise specified, all input data will be in today's value.
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A snapshot of customers’ financial needs

e Express Goals can instantly calculate the financial needs for customer’s goal, with charts
illustrating any shortfall:

TIF T T

Home | Portfolio | Goals | Express Goals l Market Insight | Next Steps | Product Search |

Calculation Evaluation Application

Retirement Planning Education Planning Protection Planning

Currert Income Currert Expenses Expected Inflation Affardability [Ya of
HEDE, 870,000 [HKO] tHKDO) (%) disposable incorme] -
— | 500000 | 40000 | 3.00| 0%
Mumhber of your dependent(s)
Protection Shortfall =
Monthly family income provision < HED
Murmber of years for which funds would he needed years
Funds foryour dependent's education goal HKD
Funds for your dependent's other goals - HKD E
HKDL, 221,804 Total current assets HKD
HED2,000,000 HKDZ,000,000 Total liabilities outstanding - HED
Total lifi insurance coverage(Personal & Group) HKD
Interest Onl Interest & Principal =
nterest Only nterest rincipal E}{pected veturn rate - o na.
M Current Assets & Life Insurance Coverage Frotection Shortfall —
Clear All Calculate Hext

ote:
LUnless otherwise specified, all input data will he in today's value.
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Comprehensive financial planning report

o After the analysis, a summary report will be available for the customer’s reference

— Analysis of financial gaps and suggested product solutions

L]
HSBC <p ¢ 22
VN 123 —— A
Personal Information
Mame of Customer adf adf Date of Birthasymontaiyear * HKID Mo. / Passport No/ Others.
"MrMrsMissMs 03 1/2008 Alternate ID
Mationality Marital Status Orecupation Contact telephone
HOMNG KONG O Simgle O Divorced Architect (Home)
E Married 0 Widowed (Work)
(Mohile)
Current permanent residential address
Mumber of dependent(s)
o
Monthly Income and Expenses Balance Sheet
Amount Aot
{HKD sgrembant) THED) eqeivmlent)
Income[A] HED40.000 Assets[X] HKDD
........ tm:rmu’mme]]nmtmnﬁ,_.....-
assefx (e.g. e stment properdy) excluding seif-pce
property Cash vavve of i MSuTance /5 NOT incuded.
Expenses[B] HKD30,000 Liabilities[Y] HKDD
....... st iy S e BreRRE T e o bt i S T
maoripage payment efc. invesiment properies) Oifier personal loans
Monthly Savings [Disposable Income)[A-B]
Inflation Rate % Return Rate %
 Protection Planning

Rate As*j-ump‘tiunl
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How early planning can protect you

Net asset value

$2.122700
o 1

Children’s
education

oulUL U

married

5200.000

Start a
business

Continuing
education

properties

[Start working ] [

Single ] [ Marriage ] [Parenting]

Life Stage
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How much do | need? What can | do?

Your required monthly savings
HK$7,832 for 25 years

HK$3,914,163

Retirement benefits
HK$100,000

Age 65

W Amount saved now by retirement Retirem ent henefits

Retirem ent shortfall

Current age: 40

Desired retirement age: 65

No. of post retirement years: 20

Post retirement monthly income: HK$0

Post retirement monthly expenses: HK$10,000
Retirement benefits/pension/MPF: HK$100,000
Amount saved now: HK$200,000

Inflation rate: 3%

Expected return rate: 4%

19




Summary

e Changing perceptions of risk — concerns over health, job security, loss of wealth

e Coping with risk — people moving to simple products that offer protection and wealth
preservation

e Planning for the future — financial goals remain long-term but short-term worries are
distracting

e Finding solutions — insurance protects against the unexpected and uncontrollable
and is a key element in long-term financial planning, which is now an easy, simple
and convenient exercise with WealthMaster
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