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Key takeaways

— Mandatory Provident Fund (MPF) funds within the same broad category can
deliver very different outcomes because their underlying exposures and risk
drivers vary significantly.

— True MPF diversification requires looking beyond fund labels to assess asset
allocation, market concentration, currency exposure and the changing
relationship between stocks and bonds.

— AsHong Kong’s MPF framework evolves, members should consider the purpose,
costs and portfolio role of each permitted investment tool in supporting long-
term retirement resilience.

The selection of MPF funds commonly begins with consideration of broad categories
such as equity, bond and mixed asset funds. While these labels provide a useful starting
point, they do not fully explain a fund’s underlying exposures or how it may perform
under different market conditions. The differences can be significant. As of 31 July 2026,
five-year annualised returns among MPF equity funds ranged from -3.67% t0 16.92%,
while returns among mixed asset funds ranged from -3.12% to 9.88% (Figure 1). This wide
dispersion shows that funds in the same broad category may still produce very different
outcomes.
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Source: MPFA, MPF Fund Platform. Data as of 31 July 2026.
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These differences often reflect the risk drivers beneath the fund label. MPF members can
better assess how each fund may behave, whether their portfolio is genuinely diversified
and what role each holding serves in supporting their long-term retirement objectives.

Beyond surface-level diversification: Uncovering concentratedrisk

Diversification is often described in terms of asset classes, such as owning a combination
of equities, bonds or mixed assets. But these labels are only the starting point. What
matters is what sits within each fund and how those exposures may behave in different
market environments.

Market concentration is another issue to watch. By mid-2025, the 10 largest companies
represented almost 40% of the S&P 500 Index with strong investor focus on large
technology and Al-related companies.' A portfolio may therefore appear diversified on
the surface while still being exposed to a narrower set of market drivers.

Bonds also warrant closer review. If stock-bond correlations turn positive again in 2026,
inflation or interest-rate shocks could weigh on both asset classes at the same time. This
highlights that bonds may not always cushion equity market weakness.

Unlocking therisk drivers behind fund labels
Beyond generic fund labels such as “Growth”, “Stable” or “Balanced”, an MPF fund’s risk
profile is mainly shaped by four structural and economic factors:

« Assetallocation (equities versus fixed income): The mix of equities and fixed income
is the main driver of volatility. Equities offer greater growth potential but can suffer
significant losses during downturns, while bonds and cash can help moderate volatility
and provide income, though they may offer less protection against inflation.

« Geographic and sector concentration: Funds focused on one market or sector, such
as Hong Kong or China equities, carry greater concentration risk. Their performance is
more sensitive to local economic, regulatory and political developments than that of
broadly diversified global funds.

« Currency exposure: International assets are denominated in currencies such as the
US dollar, euro or yen. Exchange rate movements against the Hong Kong dollar can
increase or reduce returns. MPF schemes must maintain an effective Hong Kong dollar
currency exposure of at least 30%, helping to limit excessive foreign exchange risk.

+ Feesandexpenses: The fund expense ratio reduces investment returns over time, and
the effect compounds over a long investment horizon. Lower cost options, including
index-tracking funds, can help reduce this drag.

New investment tools: Purpose matters

Hong Kong’s MPF investment framework is evolving. In July 2026, the Mandatory
Provident Fund Schemes Authority (MPFA) updated its guidelines to optimize the
approval mechanism for eligible physical gold ETFs, moving from individual approval
to category-based approval while keeping the 10% net asset value investment limit
unchanged.

The MPFA has also welcomed the government’s plan to introduce legislative
amendments that would, ifimplemented, allow MPF funds to invest concurrently in
MPFA-approved fund building blocks and individual permissible investments. Over time,
this may create room for a broader range of regulated investment tools, while assets
that are less liquid or more complex would still require careful regulatory consideration
before they could be included. These developments may give MPF schemes more
building blocks within a regulated framework.

1.Source: S&P Global, data as of June 30, 2025.
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Questions MPF members can ask themselves

» Dolunderstand what risks are driving each fund | hold, beyond its label?

»  Amltoo concentrated in a particular market, sector, company or theme?

« If equitiesand bonds both fall at the same time, how might my portfolio be affected?
» Doeseachfundorexposure serve a clear role in my long-term retirement plan?

What does this mean for your MPF? Actionable next steps

+ Lookbeyond fundlabels: a broad market fund may still carry concentration risk.

+ Understanddiversification limits: bonds may not always offset equity weakness.

» Focusonpermittedtools: each exposure can have a clear role in supporting portfolio
resilience.

+ Keepcostsinperspective: potential benefits can be considered alongside fees and
implementation costs.

Conclusion

As market leadership narrows, stock-bond diversification becomes less predictable and
the MPF investment framework evolves, members may benefit from looking beyond
simple asset labels. By understanding the risk drivers behind each fund and making every
investment tool count, members can make more informed decisions and build greater
resilience for their long-term retirement journey.
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Investmentrisks
The value of investments and any income will fluctuate (this may partly be the result of exchangerate
fluctuations) and investors may not get back the fullamountinvested.

Important information
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Portugal, Spain, Sweden and Switzerland. This is marketing material and not financial advice. It is not
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requirements that require impartiality of investment/ investment strategy recommendations are
therefore not applicable nor are any prohibitions to trade before publication.

This overview contains general information only and does not take into accountindividual objectives,
taxation position or financial needs. Nor does this constitute arecommendation of the suitability

of any investment strategy or product for a particular investor. Investors should consult a financial
professional before making any investment decisions. Itis not an offer to buy or sell or a solicitation of
anoffer to buy or sell any security orinstrument or to participate in any trading strategy to any personin
anyjurisdictionin which such an offer or solicitation is not authorized or to any person to whom it would
be unlawful to market such an offer or solicitation. It does not form part of any prospectus. While great
care has been taken to ensure that the information contained hereinis accurate, no responsibility can
be accepted for any errors, mistakes or omissions or for any action takenin reliance thereon.

The opinions expressed are those of the individuals expressing them personally and may differ from
the opinions of other Invesco investment professionals. Opinions are based upon current market
conditions, and are subject to change without notice. As with all investments, there are associated
inherent risks. Please obtain and review all financial material carefully before investing. Asset
management services are provided by Invescoinaccordance with appropriate local legislation and
regulations.

This material may contain statements that are not purely historical in nature but are “forward-looking
statements.” These include, among other things, projections, forecasts, estimates of income, yield
orreturnor future performance targets. These forward-looking statements are based upon certain
assumptions, some of which are described herein. Actual events are difficult to predict and may
substantially differ from those assumed. All forward-looking statements included herein are based on
information available on the date hereof and Invesco assumes no duty to update any forward-looking
statement. Accordingly, there can be no assurance that estimated returns or projections can be
realized, that forward-looking statements will materialize or that actual returns or results will not be
materially lower thanthose presented.

By accepting this document, you consent to communicate with us in English, unless youinformus
otherwise.

Allinformationis sourced from Invesco, unless otherwise stated.

Alldata as of October 2026, unless otherwise stated. All datais USD, unless otherwise stated.
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Restrictions ondistribution

Australia

This document has been prepared only for those persons towhom Invesco has providedit. It should not
be relied upon by anyone else. Information contained in this document may not have been prepared or
tailored for an Australian audience and does not constitute an offer of a financial product in Australia. You
may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

Theinformationinthis document has been prepared without taking into accountany investor’s
investment objectives, financial situation or particular needs. Before acting onthe information the
investor should consider its appropriateness having regard to their investment objectives, financial
situationand needs.

You should note that this information:

+ may containreferences to dollaramounts which are not Australian dollars;

+ may containfinancial information which is not prepared in accordance with Australian law or practices;

+ may notaddressrisks associated with investment in foreign currency denominated investments;

+ anddoes notaddress Australiantaxissues.

« Issuedin Australia by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street,
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence number
239916.

Canada

In Canada this document is restricted to Institutional Investors and Advisors, is for educational purposes
only, does not constitute investment, tax or legal advice and should not be relied on as such. Thisis not
tobe construed as an offer to buy or sell any financial instruments and should not be relied upon as the
solefactorinaninvestment making decision. As with allinvestments there are associated inherent
risks. Please obtain and review all financial material carefully before investing. All material presented is
compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed.

+ IssuedinCanada by Invesco CanadaLtd., 130 King Street West, Suite 1900, Toronto, Ontario M5X
1E3 Canada.

Furtherinformationis available using the contact details shown:

+ Issuedin Austria, Belgium, Denmark, Finland, France, Germany, Greece, Italy, the Netherlands,
Spain, Sweden, Luxembourg, Norway and Portugal by Invesco Management S.A., President
Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the Commission de Surveillance
du Secteur Financier, Luxembourg.

+ Issuedin Switzerland and Liechtenstein by Invesco Asset Management (Schweiz) AG, Talacker 34,
8001 Zurich, Switzerland.

+ Issuedinthelsle of Man, Ireland, Jersey, Guernsey, Israel and the United Kingdom by Invesco Asset
Management Limited which is authorised and regulated by the Financial Conduct Authority. Invesco
Asset Management Ltd, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, RG9 THH, UK.

+ IssuedinDubaiby Invesco Asset Management Limited. Index Tower Level 6 -Unit 616, P.O. Box
506599, Al Mustagbal Street, DIFC, Dubai, United Arab Emirates. Regulated by the Dubai Financial
Services Authority.

Israel

This document may not be reproduced or used for any other purpose, nor be furnished to any

other person other than those to whom copies have been sent. Nothing in this document should be
considered investment advice orinvestment marketing as defined in the Regulation of Investment
Advice, Investment Marketing and Portfolio Management Law, 1995 (“the Investment Advice Law”).
Neither Invesco Ltd. Nor its subsidiaries are licensed under the Investment Advice Law, nor does it carry
theinsurance asrequired of alicensee thereunder.

HongKong
- Issuedin HongKong by Invesco Hong Kong Limited = B1% & EI2H R AT, 45/F, Jardine House,
1ConnaughtPlace, Central, Hong Kong.

Japan

- IssuedinJapanby Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1
Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director-General of Kanto Local
Finance Bureau (Kin-sho) 306; Member of the Investment Management Association of Japan and the
Japan Securities Dealers Association.



4> Invesco From asset labels to risk drivers: A new
lens on MPF portfolio design

October2026

New Zealand

Thisdocumentisissued only to wholesale investors (as defined in the Financial Markets Conduct Act) in
New Zealand to whom disclosure is not required under Part 3 of the Financial Markets Conduct Act. This
document has been prepared only for those persons to whomit has been provided by Invesco. It should
not be relied upon by anyone else and must not be distributed to members of the publicin New Zealand.
Information contained in this document may not have been prepared or tailored for aNew Zealand
audience. Youmay only reproduce, circulate and use this document (or any part of it) with the consent
of Invesco.

This document does not constitute and should not be construed as an offer of, invitation or proposal to
make an offer for, recommendation to apply for, an opinion or guidance on Interests to members of the
publicin New Zealand. Any requests for information from persons who are members of the publicin
New Zealand will not be accepted.

« IssuedinNew Zealand by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins
Street, Melbourne, Victoria, 3000, Australia, which holds an Australian Financial Services Licence
number 239916.

Singapore
+ Issuedin Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01Republic
Plaza, Singapore 048619.

Taiwan
+ Issuedin Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-
045-066). Invesco Taiwan Limited is operated and managed independently.

United States

+ Issuedinthe United States by Invesco Advisers, Inc., 1331Spring Street, N.W., Suite 2500, Atlanta,
Georgia, 30309.
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