Federation of Investment Managers Malaysia

FIMM 2021

Investors’ Financial Literacy Survey on
UTS, PRS and Retirement Planning

December 2021

Photo by Micheile on Unsplash



Table of Contents

CHAPTER 1 — Introduction

CHAPTER 2 — Executive Summary

CHAPTER 3 - Financial and Investment Profile
CHAPTER 4 - Literacy on UTS and PRS
CHAPTER 5 - Literacy on Investment Planning

CHAPTER 6 — Recommendations



List of Abbreviations

Al

BNM
DIY

EPF
ESG
ETF

FD
FIMM
FinTech
MMF

Artificial Intelligence

Bank Negara Malaysia

Do-it-yourself

Employees Provident Fund

Environmental, Social and Corporate Governance
Exchange Traded Fund

Fixed Deposit

Federation of Investment Managers Malaysia
Financial Technology

Money Market Fund

NWS
PIDM
PPA
PRS
REIT

SC

SMS
SRI

UN SDG
UTS

FIMM Nationwide Survey 2019

Perbadanan Insurans Deposit Malaysia

Private Pension Administrator

Private Retirement Scheme

Real Estate Investment Trust

Securities Commission Malaysia

Short Message Service

Sustainable and Responsible Investment
United Nations' Sustainable Development Goals

Unit Trust Scheme



Chapter 1

Introduction

Photo by Leon on Unsplash



Background

1. FIMM Nationwide Survey 2019 (NWS) interviewed 2,252 Investors and 1,065 Non-investors. Findings showed that:
 Limited knowledge was one of the top five (5) barriers preventing Non-investors from investing in UTS/PRS.
 Limited knowledge was also one of the top five (5) areas that Investors find challenging when investing in UTS/PRS.

« Majority expressed doubts in their ability to meet retirement goals, as reflected by their financial preparations and confidence
level on their retirement.

2. Hence, FIMM conducted this Literacy Survey on UTS, PRS and Retirement Planning 2021 (Survey) to:
« Better understand the financial literacy level and investment behaviour of both Investors and Non-investors of UTS/PRS.

« Enable us to develop effective educational and awareness programmes (i.e. on UTS/PRS, as well as retirement planning) for
the general public.

A Investors refer to Malaysians who invest in UTS and/or PRS and may have other investments as well.

A Non-investors refer to Malaysians who do not invest in UTS and PRS but may have other investments.



Respondents Profile

« The Survey managed to gather feedback from 4,846 respondents*.

« 87% (4,219) are Investors and 13% (627) are Non-investors.

Non-
investor
13%

« Sampling Method — convenience sampling.

« Survey Method - online survey (SurveyMonkey) via:
«  FIMM - website and social media
 FIMM Members/Distributors — Email/SMS/WhatsApp, website
and social media

Investor As the Survey was carried out via convenience sampling and fully online,
87% there are the following limitations:

A Inability to sample/engage more Non-investors.

Inability to achieve “Quota sampling”, vis-a-vis obtain distribution of
respondents that is more reflective of the Malaysia population.

* Note: Sample Size — minimum 387 respondents for Investors and Non-investors, respectively (based on sampling table by Krejcie and Morgan, 1970)



Geographical Breakdown

4,846 respondents
’

------- f Terengganu (0.9%) |
e Pulau Pin:img (8.9%) :

@ceveccncnns Kelantan (1.5%) .

e Sarawak (5.9%)

a Selangor (36.8%) ..., o..... Sabah(4 -
""" )
e WP Kuala Lumpur (20.8%) «+--...... P g Pahang (1.1%)

oe®
.
.
.
o
.
.
.
.
.®

Melaka (2.3%)

Johor .(7.3%)

Disclaimer: Sum of percentages of less/more than 100% are due to rounding



Gender

—
Male Female

54% 46%

54% are males

Marital Status

60%

37%

3% 1%

Single Married Divorced Widowed

60% are married

Demographics (Overall)

Age
34%
27%
18% 20%
18-29 30-39 40- 49 >50

34% are aged between 30 — 39

Employment Status

Private sector ! ! ! ! 70%

Self-employed ! 12%
Public sector ! 10%
Unemployed ! 4%
Student ! 2%
Pensioner ! 2%
Others ! 0%

70% are private sector employees

Ethnicity

57%

37%

Malay/ Chinese Indian Others
Bumiputera

57% are of Chinese ethnicity

Household Monthly Income

No fixed income 3%
RM3,000 and below 11%
RM3,001 - RM5,000 19%
RM5,001 - RM7,000 16%
RM7,001 - RM9,000 13%

RM9,001 - RM11,000 - 11%
RM11,001 and above

27% households are earning
above RM11,001 monthly

Highest Education

Bachelor

Certificate/Diploma - 17%
Master/PhD 16%
Secondary 9%
Professional Certificate | 1%
Primary | 0%
Others 0%

57% are Bachelor’'s Degree holders

Residential Area

Urban Rural

89% 11%

89% are urban dwellers

Disclaimer: Sum of percentages of less/more than 100% are due to rounding



Gender
Male Female
52% 48%
52% are males
Marital Status
52%
45%

2% 1%
Single Married Divorced Widowed

52% are married

Age
%
32% 36
%
18 15%
18-29  30-39  40-49 >50

36% are aged between 30 — 39

Employment Status

Private sector 63%
Public sector 12%
Self-employed 10%
Student 7%
Unemployed 7%
Pensioner 2%

63% are private sector employees

Demographics (Non-investors only)

Ethnicity
57%
37%
4% 2%
Malay/ Chinese Indian Others
Bumiputera

57% are of Malay ethnicity

Household Monthly Income

No fixed income 8%
RM3,000 and below 21%
RM3,001 - RM5,000 23%
RMS5,001 - RM7,000 15%
RM7,001 - RM9,000 1%
RM9,001 - RM11,000 8%
RM11,001 and above 14%

44% households are earning
below RM5000 monthly

Highest Education

Bachelor
Certificate/Diploma
Secondary

Master/PhD

Primary

Professional Certificate
Others

54%
18%
17%
9%
1%
1%
0%

54% are Bachelor’s Degree holders

Residential Area

Urban
83%

Rural

17%

83% are urban dwellers

Disclaimer: Sum of percentages of less/more than 100% are due to rounding
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Financial and Investment Profile

. UTS and PRS have become prominent
investments in Investors’ financial/investment
portfolio. They are among the top six (6)
products owned by respondents.

. 82% of PRS Investors remain invested due to
the RM3,000 tax relief. However, the amount is
deemed insufficient.

. Investors would like to see more FinTech/Al
adoption in UTS/PRS transactions.

. Concerns on risks/disadvantages of investing in
UTS and PRS indicate there is a lack of
awareness on goal-based investing.

. Investors are satisfied with transaction-based
services (i.e. completing forms and
documentation) provided by the Consultants;
however, improvements are needed when it
comes to advice-based services (i.e. periodical
review of investment portfolio).

RECOMMENDATIONS

Increase tax relief to RM3,001 - RM5,000.

Adopt more FinTech/Al solutions (i.e.
seamless mobile and online transaction
applications).

Implement more effective educational/
awareness programmes (i.e. interactive
digital contents).

Upskill UTS and PRS Consultants with
advisory and after-sales services.



Literacy on UTS and PRS

1. The literacy level of Non-investors (although
constituting 13% of our sample size) is
concerning, at least two-thirds are unaware
of information about investing in UTS and
PRS.

Implement targeted (i.e. interactive digital

contents) educational/awareness

programmes.

2. There is misconception and lack of
awareness among Investors and Non-
investors on:

* FIMM's roles and responsibilities;

« Dos and don'ts when dealing with
Consultants; and

» Basic principles of UTS and PRS
investment.

Enhance awareness activities on FIMM'’s
roles and responsibilities.

RECOMMENDATIONS

3. Notwithstanding, Investors and Non-
investors are embracing digital technology,
regardless of their literacy level.



Literacy on Retirement Planning

1. Although respondents have good retirement
planning/awareness, they cannot afford to
retire as they do not have sufficient
retirement funds.

2. 91% respondents depend on EPF savings for
their retirement, but more than 60% will
outlive their EPF savings if they live until the
age of 75 (Malaysia’s life expectancy). This
reaffirms with the NWS findings.

Provide educational/awareness programmes

on:

» Retirement planning; and

« How UTS and PRS as well as proper
investment strategies could help in

3. High cost of living coupled with tough L .
achieving retirement goals.

economic times (due to Covid-19 Pandemic)
have impacted the savings and retirement
plan of many Malaysians.

4. There is lack of awareness that UTS and PRS
can be a tool to help achieve retirement
goals.

RECOMMENDATIONS
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UTS and PRS are among the top choices of savings and investment*

EPF 90%
Insurance/Takaful 78%
Savings/FD 78% UTS and PRS are among the top six (6)

savings/investment products owned by

uts [ 77 % the respondents. Compared to NWS, this

Property 57% finding is more holistic as it covers the
e I 57 iy o WS ol S e
respondents.
Stock/Equity 56%
Gold 38% This is an expansion to the earlier finding
REIT 20% of the NWS, which was unable to ascertain
the portfolio standing of UTS and PRS, as
Cryptocurrency 18% separate questionnaires were developed
Bond/Sukuk 17% for Investors and Non-investors.
ETF 16%
Forex 9%
Derivatives 5%

* Note: Multiple-choice answer. Sum of percentages will exceed 100%



UTS is the second most popular savings/investment among Investors*

oo [ "
60% _ Stock/Equity
2% [ oo
20 [ rer
19% - Cryptocurrency
19% - Bond/Sukuk
18% - ETF
9% . Forex
5% I Derivatives

B Investor

38%

32%

37%

6%

11%

4%

7%

5%

2%

Non-investor

* Note: Multiple-choice answer. Sum of percentages will exceed 100%

56%

68%

79%

Top five (5) savings/investment products owned
by Investors are:

1) EPF

2) UTS

3) Insurance/Takaful
4) Savings/FD

5) PRS

Top five (5) holdings of Non-investors are:
1) EPF

2) Savings/FD

3) Insurance/Takaful
4) Property

5) Gold



PRS Awareness

Promotion and advertising campaigns by PRS Providers and PPA
are the main sources of information for PRS*

[ PRS Provider

32%

Family or friends 25%
Consultant 23%
Employer 20%

More than 60% of PRS Investors learn about PRS via PRS Providers’ and
PPA'’s website, marketing or advertising campaigns.

Two-thirds indicated that the RM3,000 tax relief is not

sufficient
Sufficient
34% 66% of PRS Investors suggested
that the current RM3,000 tax
Not relief is insufficient.

sufficient
66%

* Note: Multiple-choice answer. Sum of percentages will exceed 100%

RM3,000 tax relief is the main reason why
PRS Investors remain invested*

Better fund performance _ 40%

Lower fees or charges 27%

Lower tax penalty 15%

82% of PRS Investors continue to save in PRS to obtain the RM3,000 tax
relief.

PRS Investors suggested to increase the tax relief to
RM3,001 - RM5,000

RM8,001 - RM10,000 26%

RM10,001 and above 8%

38% of PRS Investors suggested to increase the tax relief to
between RM3,001 and RM5,000.




Embracing Digital Technology

Digital Savviness among
Investors and Non-investors

Two-thirds of Investors and two-fifths of Non-investors are

digitally savvy*. They use at least three (3) of the following

FinTech applications:

+ Online banking platforms (incl. bank-owned e-Wallets)

« Online non-backing platforms (incl. e-Wallets such as
GrabPay, Boost, Touch ‘n Go)

« Online investment/trading platforms

 Online insurance/takaful platforms

* Online personal budgeting applications

 Other online platforms

56%

These findings are an extension to the NWS, which did not
349 focus on the types of FinTech applications.

Creating interactive digital content on UTS and PRS such as
user-friendly application, online helpdesk or chatbot can reach
Investor Non-investor out to the Millennials in attracting and educating them about

investment for their future.
Not savvy m Savvy

* Note: A respondent is considered digitally savvy if he/she uses at least three (3) of the listed FinTech applications



Adoption of FinTech for Investment Purposes*

Investment transaction 7_ 68%
Investment/Financial information search _ 66%
Monitor investment prices/performance _ 57%
pay bills/creditcard TR =
Cash transfer _ 84%

Investors use Fintech applications mainly

2% to carry out investment transactions and
I search for financial information.
Online shopping/e-hailing/food delivery :
79%
Bank account updates ; 80%
73%

%
ewalettopup N :o

e I
Insurance/Takaful payment/claims

31%

| Investor Non-investor

* Note: Multiple-choice answer. Sum of percentages will exceed 100%



Enhancements needed for FinTech/Al in UTS/PRS*

(" 79% N\

74%

79% of Investors and 56% of Non-investors
61% would like to see more adoption of

56% FinTech/Al in UTS/PRS transactions.

48%
44% Industry is aware of the need/demand and
has been progressively simplifying the
investment process with the availability of
online platforms for unit trust transactions.
According to FIMM’s 2021 Investment
Management Survey, customers online
accounts increased from 0.3 million in 2010

10 9.2 million in 2020.

\_ Transaction / Fund performance Investment update Portfolio
tracking construction

B Investor Non-investor

* Note: Multiple-choice answer. Sum of percentages will exceed 100%



Investors and Non-investors need education on goal-based investing
to overcome concerns of investing in UTS and PRS

Top FIVE (5) Concerns

Investors

Fluctuation in unit prices can result in

N

profit/loss
\_ J
e \
Less returns or losses for redemptions
within shorter period
\ J

Fees and charges imposed

Unable to achieve retirement goal if investing
starts closer to retirement age

No control over the investments

1

a s W DN

Non-investors

Fluctuation in unit prices can result in
profit/loss

Inadequate information about ESG funds

Less returns or losses for redemptions
within shorter period
\_

J

-
Unable to achieve retirement goal if investing
starts closer to retirement age

\_

N

Challenging to select suitable funds and
make own informed decisions

Both Investors and Non-investors
need education on goal-based
investing. Equipping them with such
knowledge could overcome
issues/concerns on fluctuation in unit
prices, earlier redemption and
inability to achieve retirement goal.

Non-investors’ (and general public)
awareness about SRI and ESG is still
inadequate. Outreach programmes
are needed to educate them on SRI-
and ESG-related funds.



Reiterating the Need for Personal Advice

Investors prefer to have human interaction when making
investment decisions

Agency force is the most popular Consultant channel*

Human
interaction only
44%

|

U Agency Force Financial Planner i

49% i 22% |

Online/DIY 1
only :
24% I
Walk-in Walk-in :

(Bank) (UTS/PRS Company) i

20% 13% :

|

I

Agency Force (49%) is the most popular Consultant
channel among Investors, followed by Financial Planner

44% of Investors opt for Consultant services only when (22%), which are similar to the NWS findings.

investing in UTS/PRS. Another 32% use both Consultant

and online portal services. However, Walk-in (Bank) and Walk-in (UTS/PRS
Company) Investors registered only 20% and 13%,
respectively, which are much lower than the 52% and

24% invest via online portal only. This is more common

among the Chinese and urban dwellers. However, the
pandemic has accelerated the usage of online portals.

* Note: Multiple-choice answer. Sum of percentages will exceed 100%

28% seen in NWS. As expected, the pandemic has
significantly reduced the number of walk-in Investors.




Overall, Investors are satisfied with Consultants’ services

@ I

Satisfied Dissatisfied
Top FIVE (5) Satisfactions Top FIVE (5) Dissatisfactions
Assists in completing form, 1 Reviews investment portfolio(s)
documentation and investment (T) periodically (A)

Monitors and updates investments’

Explains fund's features (A) status regularly (A)

Recommends changes in portfolio (if
necessary), during periodical review (A)

Carries out assessment (financial and
investment goal) (A)

W DN

Provides fund'’s prospectus (T) Updates new funds regularly (A)

Assists in completing redemption form 5 Assists in completing redemption form
and documentation (T) and documentation (T)

T = Transaction-based services; A = Advice-based services

81% of Investors are satisfied with
services rendered by their UTS/PRS
Consultants.

Investors are satisfied with
pre/onboarding services. However, after-
sales services (i.e. advisory and client
servicing) can be further improved.
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Level of UTS and PRS Literacy among Investors and Non-investors

Good Literacy

S
e
[%2]
(O]
>
£
%)
|_ .
- Poor Literacy
o
>
w .
- . Good Literacy
> o
o =2
° 3
2z
| —
%)
- _
o Poor Literacy
n
|_
)

43%

31%
40%

33%
40%
46%

69%

60%

57%

67%

60%

54%

Good Literacy

Poor Literacy

/ Non-investor \

20%
7%

35%

65%

80%

General

UTS mPRS

Among UTS Investors, 69% and 60% are found to have
good literacy* on general and UTS-specific knowledge,
respectively. However, only 43% have good literacy on
PRS-related areas.

More than half of PRS Investors are well informed on
general, UTS-specific and PRS-specific knowledge.

The level of UTS and PRS literacy among Non-
investors is concerning:

* Two-thirds are unaware of general information
about investing in UTS and PRS

» 80% are lacking literacy on about UTS
 More than 90% are unaware about PRS

Hence, there is a need to educate them on investment
in UTS, PRS and investing in general.

Questionnaire:

*  General — general statements about UTS and PRS i.e. fees
and charges imposed on investment, lodging a complaint
against Consultants via FIMM, giving cash to Consultant to
carry out investment.

« UTS - UTS-specific statements (knowledge about UTS).

«  PRS - PRS-specific statements (knowledge about PRS).

* Note: A respondent is considered to have good literacy in UTS and PRS if he/she answered at least 70% of the literacy statements correctly



Areas of Industry Education Focus 1:
There are still misconceptions on FIMM's functions

Top FIVE (5) Statements Answered Wrongly or Not Sure (General*)

Investors
| can lodge a complaint against my Consultant via 1
PIDM
| can pre-sign forms provided and submit to my 2

Consultant for his/her onward action

| can give cash to my Consultant and instruct
him/her to perform the investment on my behalf

s N
| can lodge a complaint against my Consultant 3
through FIMM

\. y,

s N
| can check a Consultant’s authorisation with 4

FIMM
\ y,

Non-investors

| can lodge a complaint against my Consultant
via PIDM

| can pre-sign forms provided and submit to my
Consultant for his/her onward action

| can give cash to my Consultant and instruct
him/her to perform the investment on my behalf

My investment’s expected return will not be
impacted by inflation

| can lodge a complaint against my Consultant
through FIMM

Despite the industry education efforts we
have taken, there is still room for
improvement in the investors’ space. Our
past two (2) years’ efforts have been very
much Consultants-centric. This feedback
is useful in guiding our future industry
education plans.

Promoting FIMM's roles and
responsibilities to Investors and Non-
investors is crucial to educating the public
about the right platform or medium to
channel their complaints against UTS/PRS
Consultants.

* Note: General — general statements about UTS and PRS i.e. fees and charges imposed on investment, lodging a complaint against Consultants via FIMM, giving cash to Consultant to carry out investment



Areas of Industry Education Focus 2:
Creating awareness on 5 UTS areas

Top FIVE (5) Statements Answered Wrongly or Not Sure (UTS%*)

Investors

Wagqgffund can only be invested by Muslims

All returns | received from UTS are taxable at
my level

ESG funds are a part of UN’s SDG strategies

UTS returns will always be higher than FD and
EPF

UTS is meant for investors to invest for a few
months (excluding MMF)

* Note: UTS — UTS-specific statements (knowledge about UTS)

ga s~ WD

Non-investors

All returns | received from UTS are taxable at
my level

Wagffund can only be invested by Muslims

UTS returns will always be higher than FD
and EPF

UTS is meant for investors to invest for a few
months (excluding MMF)

ESG funds are a part of UN’s SDG strategies




Areas of Industry Education Focus 3:
Creating awareness on 5 PRS areas

Top FIVE (5) Statements Answered Wrongly or Not Sure (PRS*)

Investors Non-investors
| can nominate up to six (6) persons and
allocate specified percentage of my PRS 1 | can withdraw from EPF to invest in PRS

balance to be paid to the nominees

| can withdraw from EPF to invest in PRS 2 All returns | received from PRS are taxable at
my level
All returns | received from PRS are taxable at 3 | am not required to open an account with
my level PPA to invest in PRS
| am allowed to withdraw my PRS investment . nomlnat.e' up to six (6) persons and
allocate specified percentage of my PRS
only when | reach the age of 55 : .
balance to be paid to the nominees
| am not required to open an account with 5 PRS returns will always be higher than FD

PPA to invest in PRS and EPF

* Note: PRS — PRS-specific statements (knowledge about PRS)
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Majority plan to retire ° The main sources of income during retirement are
between 51 and 60 years old ; savings/investment returns and pension/EPF*
67% Savings/Investment returns 85%
E Pension/EPF 77%
20% 1 l Working/Business 42%
% :
1% Property rent 41%
50 & below 51-60 61-70 71 & above | Children/Dependert 16%
: Inheritance 13%
w = 67% ‘ . in | . o
g 67% plap t(.) retire bgtween o) e G years o A:s SIEIEE n 85% will depend on savings/investment returns and 77%
4" NWS, this is most likely due to the social norm in Malaysia :
e B : . . on pension/EPF.
where the minimum retirement age is set at 60 years. ;
o

Only 26% will live comfortably
during retirement

26% indicated they will need at least two-thirds of
their current income during retirement. It is commonly
accepted for an individual/household to have at least
two-thirds of last drawn salary to live comfortably
>1/3-<2/3 during retirement.

46%

* Note: Multiple-choice answer. Sum of percentages will exceed 100% | Disclaimer: Sum of percentages of less/more than 100% are due to rounding



Respondents do not have sufficient EPF savings for retirement

Two-thirds respondents do not have sufficient EPF
savings to last until the age of 75

[ <1 year 5% \
1-5years 22%

6-10 years 24%

11-15years 16%
\§ ) 4

16 - 20 years 14%
>21 years 11%

Not applicable 9%

91% of respondents depend on EPF for retirement. Assuming they live
until age of 75*%, EPF savings need to last for 20 years (55 to 75 years
old). However, 67% indicated that their EPF savings will only last them
for 15 years or less.

It is prominent among:

« Aged40 - 49

« Earning RM3,000 and below monthly
* Rural dwellers

Source:
* Abridged Life Tables, 2019 — 2021, Department of Statistics Malaysia

Disclaimer: Sum of percentages of less/more than 100% are due to rounding

Average EPF savings of active EPF members is below the
amount needed by respondents to live comfortably during

retirement
<RM500K 5%
> RM500K - RMTM 18% \
> RM1M - RM2M 27%
> RM2M - RM3M 20%
> RM3M - RM4M 9%
> RM4M - RM5M 6%

\ > RM5M 15% /

Majority will need more than RM500,000 to live comfortably during
retirement. However, according to EPF, by the end of 2021, 54% of EPF
members aged 54 and below would have less than RM50,000 in their
savings account, noting that a majority of those who withdrew their
entire EPF savings upon reaching age 55 would use it up within two (2)
to three (3) years.**

It is even more worrisome to know that the Covid-19 withdrawals,
namely i-Sinar, i-Lestari and i-Citra, resulted in many members below
the age of 55 having critically low EPF savings. Only 3% of contributors
can afford to retire.**

Source:
** The Star - https://www.thestar.com.my/news/nation/2021/10/31/epf-only-3-of-
contributors-can-afford-their-retirement-says-chief-strategy-officer




Notes:

Majority of respondents are aware of the importance of
retirement planning

Retirement Planning
among Investors and Non-investors

LG 24%

Investor Non-investor

m Good Retirement Planning == Poor Retirement Planning

84% of Investors and 76% of Non-investors possess good
retirement planning/awareness*.

Of the 16% Investors who have poor retirement
planning/awareness, it is more prominent among:
« Aged18-29

« Females
» Singles
» Students

» Earning RM3,000 and below monthly

For the 24% Non-investors who show poor retirement
planning/awareness, it is relatively higher among the
unemployed.

Investors tend to be knowledgeable in
retirement planning

Literacy on Retirement Planning
among Investors and Non-investors

13%
41%

Investor Non-investor

m Good Retirement Planning Literacy Poor Retirement Planning Literacy
87% of Investors and 59% of Non-investors are found to have
good literacy about retirement planning**.

For the 13% Investors who are less knowledgeable, it is more
common among:

» Primary school graduates

* Pensioners

» Earning RM3,000 and below monthly

* Rural dwellers

Among the 41% Non-investors, segments that tend to be less
knowledgeable are unemployed and rural dwellers.

* Arespondent is considered to have good retirement planning/awareness if he/she agreed to at least 70% of the retirement planning statements
** A respondent is considered to have good literacy in retirement planning if he/she answered at least 70% of the retirement literacy statements correctly




Investors with good retirement planning/awareness
tend to be knowledgeable in UTS and PRS

Retirement Planning vs Literacy on UTS and PRS

. 55% of Investors who possess good retirement
among Investors and Non-investors

planning/awareness are also knowledgeable in UTS
and PRS. Amongst Investors with poor retirement
planning/awareness, 60% are lacking literacy in UTS

45% — and PRS.

88% 96% In general, Non-investors have poor literacy in UTS
and PRS regardless of their retirement planning
status.

4%
Good retirement planning also involves understanding

investment strategies. Since investing is a long-term
journey for retirement, it is associated with economic
Investor Non-investor Upward and downward trends which will affect the
value of money in the future. To avoid pitfalls in
reaching retirement, basic understanding/knowledge
m Good UTS/PRS Literacy Poor UTS/PRS Literacy is crucial in ensuring a comfortable retirement.*

Good Poor Good Poor

Retirement Planning

* Source: https://www.ocbc.com.my/personal-banking/lifegoals/articles/the-right-strategy-towards-realizing-your-retirement-goals.html



Covid-19 Pandemic leaves lasting economic scars
on the savings/retirement plan of many Malaysians

Challenges Faced by Respondents

Investors Non-investors

Unable to cut spending/expenses to live 1 Unable to cut spending/expenses to live
comfortably during retirement comfortably during retirement

Unable to work after retirement to continue 2 Unable to work after retirement to continue
living comfortably (less job opportunities) living comfortably (less job opportunities)

Saving/investing plan not aligned with 3 Saving/investing plan not aligned with
retirement goal(s) retirement goal(s)

Need to withdraw my EPF savings before 4

[ e 1 Have not set retirement goal(s)

Need to withdraw my EPF savings before

Have not set retirement goal(s) 5 A

* Source: The Star - https://www.thestar.com.my/news/focus/2021/10/03/epf-will-focus-on-helping-members-rebuild-savings

Although majority of respondents have
good retirement planning/awareness, their
plans may not be aligned with their
retirement goals.

The higher cost of living that has already
eroded their ability to save, coupled with the
current tough economic times, have
impacted the savings/retirement plans of
many people. Moreover, many have
resorted to dipping into their EPF savings to
make ends meet during the pandemic. This
will affect their future well-being and place
a financial burden on the government.*

While low income is the main obstacle in
preparing for retirement, it is important to
carry out awareness programmes and
strengthen advisory services to include
financial and retirement planning aspects
to assist those affected to get back on
track. This should include inculcating the
habit of starting their retirement planning
early amongst the younger generation.



Misconception that UTS and PRS can help to achieve retirement goals

Common Misconceptions...

Investors

It is advisable to finance my UTS/PRS 1
investment for retirement via personal loan

Saving/Investing for retirement has to be 2
done in lump sum or big amounts

It is not commonly accepted for an 3
individual/household to have at least two-
thirds of last drawn salary to live on

UTS/PRS cannot help me to achieve my 4
retirement goal(s)

| cannot seek professional help to establish 5
my retirement goal(s)

Non-investors

It is advisable to finance my UTS/PRS
investment for retirement via personal loan

J/

Saving/Investing for retirement has to be
done in lump sum or big amounts

N

J

UTS/PRS cannot help me to achieve my
retirement goal(s)

~\

J

p
| cannot choose UTS/PRS products that suit
my risk appetite and retirement goal(s)

~

It is not commonly accepted for an
individual/household to have at least two-
thirds of last drawn salary to live on

Based on these misconceptions, it is
concluded that Investors and Non-
investors lack the knowledge that UTS
and PRS can help them achieve their
retirement goals.

Hence, awareness or  education
programmes should focus on the
following:

» The risks of utilising loan financing for
UTS/PRS investments

» Savings/investing can be done in
small amounts/regularly

« UTS/PRS can help to
retirement goals

» There are many UTS/PRS products to
suit different risk appetites and
retirement goals

achieve



Chapter 6

Recommendations

Photo by EdgeZEdge Medlia on Unsplash



Recommendations

1. Increase tax relief for PRS to between RM3,001 — RM5,000

2. Members/Distributors to adopt more FinTech/Al solutions in UTS and PRS:
« Develop seamless mobile and online transaction applications to attract investors, especially younger generation (Millennials and Gen Z)

3. Upskill UTS and PRS Consultants:

» Provide advisory services, especially on goal-based investing
» Provide ongoing/after-sales services

4. Increase educational and awareness programmes on UTS and PRS (improve market penetration):
Areas of focus:

» Knowledge about UTS and PRS investment

» Knowledge about SRI and ESG funds

» Goal-based investing covering aspects such as risk appetite, investment tenure, investment objective
» Importance of start investing from a young age

»  Ethics of investing (i.e. dos and don'ts)

Methods to reach out to investors/public:

« Create interactive digital content to reach out to Investors and Non-investors (Malaysians are digitally savvy)
* Collaboration with universities

5. Enhance awareness activities on FIMM'’s roles and responsibilities in regulating the marketing and distribution of UTS and PRS:
« Comparison on roles of financial/investment regulatory organisations in Malaysia (e.g. BNM, SC, FIMM)

6. Provide educational and awareness programmes on retirement planning and how UTS/PRS and the proper investment strategies could help in
achieving retirement goals
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