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Investment Strategies for the Gen Z

When it comes to the ‘Gen Z’, some of the people might
think of them as carefree, enjoying life to the fullest, or even
as spenders who would not mind living pay check to pay
check in order to seek instant gratification. However,
according to the latest Decoding Gen Z Study conducted by
HSBC One in 2024, which Gen Z is actually skilled at
balancing consumption and financial management.

Gen Z understands how to spend money, with their average
spending on entertainment being nearly 10% higher than
that of other generations, and their average annual travel
expenditure can reach HKD35,000. However, aside from
enjoying food, drinks and entertainment, they actively save
an average of 28% of their monthly salary (approximately
HKD6,014) each month. Moreover, they typically start
investing around the age of 20, primarily in fixed deposits
(54%), Hong Kong stocks (30%), and U.S. stocks (22%). It
is worth noting that while they begin investing earlier than
other generations, not everyone knows how to invest
effectively.
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Among those Gen Z members who have yet to start
investing, 50% cite fear of high investment risks, while
another 50% feel they lack understanding of investments.
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Whether you are from Gen Z or not, if you have already
developed a habit of saving each month but lack investment
experience, you might consider easier-to-manage
investment tools, such as the Mandatory Provident Fund
(MPF). In addition to mandatory contributions as required by
law, individuals can also make voluntary contributions
according to their capabilities and needs, aiming for ideal
potential returns through below three key features of MPF.

Three Key Features of MPF
1. A comprehensive range of funds to diversify risk

Members can choose from five different types of funds,
including conservative funds, guaranteed funds, bond
funds, mixed asset funds and equity funds, based on their
investment goals. By investing in various markets and
asset classes, they can create a balanced portfolio to
diversify investment risk.
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2. Funds selection based on risk tolerance

MPF members can choose constituent funds that range
from low to high risk according to their risk tolerance.
Generally, growth-oriented portfolios have a higher
proportion of equity funds, while conservative portfolios
tend to allocate a larger share to conservative assets

3. Dollar-Cost averaging

One of the key features of the MPF as a retirement
savings scheme is the mechanism of dollar-cost
averaging. This strategy allows employees to invest the
same contribution amount into their chosen funds at
regular intervals, regardless of whether fund prices are
high or low. With mandatory contributions made monthly
as per regulations, this ensures a consistent investment
approach.

It's worth noting that with a minimal contribution amount
as low as HKD300, one can also consider making
voluntary contributions regularly each month. By adopting
the same investment strategy, members can take
advantage of market fluctuations — purchasing more fund
units when prices are low and fewer units when prices are
high. This disciplined approach can enhance long-term
investment outcomes by reducing the average cost of the
fund, making it a compelling reason to commit to monthly
voluntary contributions.

MPF is a long-term investment spanning several decades. If
Gen Z can increase their voluntary contributions to MPF,
regularly review their investment portfolios and take
advantage of dollar-cost averaging, they can gradually build
a more secure future.

Sources:
1. HSBC One 2024 - Decoding Gen Z published in October 2024.
https://retailbank.hsbc.com.hk/genzstudy/en/home/

Disclaimer (applicable to the cc of this article):

Investment involves risks. Past performance is not indicative of future
performance. The value of financial instruments, in particular stocks and
shares, and any income from such financial instruments, may go down as
well as up. For further details including the product features and risks
involved, please refer to the relevant MPF Scheme Brochure. The content
shared in this article should not be viewed as investment
recommendation and advice. You should seek professional analysis and
advice before making any decisions related to the information shared in
this article
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About Pension Schemes Association

Pension Schemes Association (the “PSA”) was established in February 2018. As the most prominent MPF sponsor
association in the industry, the PSA assumes the bridging role among stakeholders as to ensure our MPF system can fulfil
public and industry interests, and acts as a consultative body in liaising with relevant policy makers and regulatory bodies on
matters related to the development of the MPF system in Hong Kong.

Mission & Vision

Representing the MPF Community - To act as the representative body for all MPF Scheme Sponsors and industry
stakeholders in Hong Kong.

Providing thought leadership - To act as a consultative body in liaising with relevant policy makers and regulatory bodies
on matters related to the development of the MPF system in Hong Kong.

Enhancing Trust in the system - To enhance the trust and confidence in the MPF industry by partnering with industry
stakeholders to cultivate public awareness of MPF.

Disclaimer (for PSA):

This document is intended to be for information purposes only and is not intended as promotional material in any respect. It does not constitute any solicitation and offering of
investment products. The views and opinions contained herein are those author(s), and do not represent views of Pension Schemes Association (the “PSA’). The material is not
intended to provide, and should not be relied on for, investment advice or recommendation. Information contained herein is believed to be reliable, but the PSA makes no
guarantee, representation or warranty and accepts no responsibility for the accuracy and/or completeness of the information and/or opinions contained in this document,
including any third-party information obtained from sources it believes to be reliable but which has not been independently verified. In no event will the PSA be liable for any
damages, losses or liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or liabilities, in connection with your use of this
document or your reliance on or use or inability to use the information contained in this document. This document has not been reviewed by the Securities and Futures
Commission. Any link to other third-party websites does not constitute an endorsement by the PSA of such websites or the information, product, advertising or other materials
available on those websites and the PSA accepts no responsibility for the accuracy or availability of any information provided by linked websites.
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