Sun Life

Asset Management

KAEEEHE

4t Quarter 2020
MPF FUNDS DO
PERFORM

- e
"I‘-‘r

-H-H-‘:H_\l "“‘-...‘__ -\-l"'-a.',-‘.._..

Why is the MPF Average Disparity Index relevant to me?

The index value represents the average return difference, in dollar over a calendar
quarter, per a hypothetical HK$10,000 MPF investment, between Member A and
Member B who respectively invests HK$10,000 evenly in the top performing fund
and the bottom performing fund of each of the 18 categories* as shown below
on the last trading day of 3 quarter 2020, the average return difference for 4
quarter 2020 is about HK$535. Its MPF Average Disparity Index is 535 . The larger
the index value, the bigger the average return difference between two members’
investment.
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Sun Life MPF Average Disparity Index stood at 535 in Q4 2020, slightly decreasing from the reading of 547 in the previous quarter.
Of the 18 fund categories, 10 saw disparity widened from the last quarter while 8 categories narrowed. The three categories that
saw disparity widened the most were Global Equity (from 403 to 840), Asia ex Japan ex HK Equity (from 1057 to 1364) and Hong
Kong Equity (from 819 to 1079). Categories that recorded significant narrowing in disparity include China Equity (from 1308 to 564),
Asia ex Japan Equity (from 1004 to 364) and European Equity (from 1011 to 620).

Global stock markets stayed upbeat in Q4 2020. Investment sentiment received a significant boost from encouraging breakthroughs
in vaccine development and completion of the U.S. presidential election. Of the 93 primary equity indices tracked by Bloomberg, 90
posted gains and only 3 registered losses. There had been clear signs of sector rotation with capital shifting towards underperforming
markets and sectors that were ravaged by the pandemic. Europe, one of the biggest laggards in the previous quarter, shone in this
quarter. ASEAN markets picked up in Asia. Emerging markets also significantly outperformed developed markets. In Q4, disparity for
Global Equity category widened from 403 to 840. Funds that overweighed Europe and Asia benefitted from sector rotation. Prospect
of a more comprehensive recovery due to advancement in vaccines means the worst hit sectors by the pandemic could see more
encouraging earnings re-ratings. Industries such as energy, materials, financials, consumer discretionary and travels took the lead.
Perhaps managers of US Equity funds have already been so positioned, as performance disparity for the category further narrowed
from 598 to 504. With UK and the European Union finally reached a Brexit deal, European markets were broadly high. Performance
disparity for European Equity category narrowed from 1011 to 620.

Improved sentiment amid US presidential election results and positive vaccine development further supported Asia ex Japan equity
markets. Sector rotation lifted previous laggards such as Indonesia, the Philippines and Thailand as these markets outperformed in
Q4 2020. South Korea was the best-performing market, powered by strong gains from the tech sector. Taiwan also outperformed.
Malaysia, China and Hong Kong recorded modest gains and underperformed. In Q4, disparity for Asia ex Japan ex HK Equity category
widened for the second consecutive month, jumping from 1057 to 1364. Funds overweight in Korea and Taiwan continued to lead.
In Hong Kong, traditional cyclical sector rebounded strongly while new economy sector receded. Fund managers positioned
differently for sector rotation causing disparity for Hong Kong equity category widened from 819 to 1079. In China, tensions with
the US, and anti-trust moves weighed on sentiment broadly. Disparity for China equity category narrowed, from 1308 to 564.

As for fixed income, disparity for most bond fund categories widened in Q4, except Global Bond category which further narrowed.
The yield of 10-year Treasury rebounded sharply in Q4. Corporate bonds continued to outperform government bonds therefore
funds with higher exposure to corporate bonds continued to lead in performance. In Q4, default cases of China's state-owned
enterprises increased and slightly affected investment sentiment.
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Quarterly Return of Top Performing Fund (%) | 23.0% | 17.3% | 17.1% | 19.2% | 19.7% | 28.9% | 20.6% | 15.5% | 22.5% | 23.3% | 17.7% | 14.0% | 10.5% 78% | 45% | 41% | 1.0% | 3.6%

Quarterly Return of Bottom Performing Fund (%)[  12.2% | 10.8% | 10.9% | 13.6% | 11.3% | 15.2% | 16.9% | 10.5% | 14.7% | 14.5% | 13.6% | 11.0% | 8.3% 55% | 0.7% | 1.5% | 0.2% | 2.6%

Quarterly Return Difference (%) 10.8% | 65% | 6.2% | 5.6% | 84% | 13.6% | 3.6% | 50% | 7.8% | 88% | 4.1% 3.1% 22% 22% | 3.9% | 2.6% | 0.8% | 0.9%

MPF Disparity Sub-Index 1079 649 620 564 840 1364 | 364 504 784 880 412 305 220 221 386 | 258 84 93

Historical values of MPF Average Disparity Index

Source: Sun Life Asset Management (HK) Limited
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How is the MPF Average Disparity Index Compiled?

» Performance Disparity = = Return difference between the top performing fund and
the bottom performing fund by investing a hypothetical HK$10,000

» Quarter Return = ( Price end of this quarter ) / ( Price end of last quarter ) — 1

> "MPF Disparity Sub-index = 10,000 x (net-of-fee return difference between the top performing MPF fund
of a category of a category and the bottom performing MPF fund within the same category)

Average net-of-fee

Average net-of-fee
return of the

return of the

A . :

MPF Average B top performing bottom performing
> Disparity Index =10,000 X MPF funds of each of - MPF funds of each of

18 fund categories 18 fund categories
per quarter per quarter

» Data Source = Lipper - Refinitiv, as of 31 December 2020
» Data Cut Off = 5™ business day after quarter-end
» *pata Coverage = "Lipper Classification Schemes: Hong Kong Pension Funds” (as at 31 December 2020),

was included 18 categories™, cover 3 main asset classes Equity, Bond and Mixed Assets

» Assumption - The index values are based on fund classification under
“Lipper Classification Schemes: Hong Kong Pension Funds” as of 31 December 2020
- All fund performance is net of fund management fees
- No trading cost or bid/ask spread
- The investment of members does not affect fund performance

» Measurement Period = Every calendar quarter

» Rounding of Index Value = Rounded to whole number

~Asia ex Japan Equity, Asia ex Japan ex HK Equity, China Equity, European Equity, Global Equity, Greater China Equity,
Hong Kong Equity, Japanese Equity, Pacific Basin ex Japan Equity, United States Equity, Lifestyle (20-40% Equity), Lifestyle
(40-60% Equity), Lifestyle (60-80% Equity), Lifestyle (80-100% Equity), Asian Bond, Global Bond, Hong Kong Dollar Bond
and RMB Bond are included. And Default Investment Strategy (Age 65 Plus Fund), Default Investment Strategy
(Core Accumulation Fund), Guaranteed Fund, Hong Kong Dollar Money Market, Hong Kong Equity (Index Tracking),
MPF Conservative Fund, Other Fund, RMB and HKD Money Market are excluded.
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The performance information presented herein is hypothetical and does not represent the actual performance
of any investors or any funds and does not represent future actual performance. The hypothetical performance
information is based on back-tested performance of hypothetical investments over the time periods indicated
and does not reflect trading in actual accounts. Hypothetical performance is calculated by simulating historical
investment returns by applying a set of rules for buying and selling funds, backward in time and hypothetically
investing in the funds that are chosen.

Actual performance may be materially lower than that of the hypothetical investments illustrated herein.
Hypothetical performance results have certain inherent limitations. Such results do not represent the impact
that material economic and market factors might have on if actual investment were made. Certain assumptions
have been made conceming hypothetical investment illustrated herein and are unlikely to be realised.

Hypothetical performance also differs from actual performance because it is achieved through the retroactive
application of hypothetical investments designed with the benefit of hindsight. Actual performance results will
vary from the hypothetical performance due to market conditions and other factors, including but not limited
to investments cash flows, mutual fund allocations, frequency and precision of rebalancing, tax-management
strategies, cash balances, management fees, varying custodian fees, and/or the timing of fee deductions.
As the result of these and potentially other variances, actual performance may differ materially from (and may
be lower than) that of the hypothetical investments illustrated herein.

All information contained in this document shall only be used as general reference and general investment
knowledge for sharing purposes, which may contain “forward-looking” information, including forecasts,
estimates of yields or returns and involve risks and uncertainties. Market, economic and political conditions
could cause actual results to differ materially from what presently anticipated or projected. All information
contained in this document is not intended to provide any forms of guarantee or investment advice, and
does not constitute a solicitation of an offer or offer, and shall not be regarded as the basis for any contract,
to sell or to purchase any investment products. The views and forecasts contained in this document may be
changed at any time without prior notice. Information is provided base on sources believed to be reliable,
Sun Life Asset Management (HK) Limited, and its associated companies and their directors and employees
(collectively “Sun Life Asset Management”) gives no express or implied warranty, guarantee or represent its
accuracy, effectiveness, completeness of the same.

Investment involves risk, and past performance figures shown are not indicative of future performance. Value of
investment may go up or down, and may become valueless. An investor may not get back the amount
originally invested. The information contained in this document has not been reviewed in the light of
objectives, financial circumstances or needs of an individual investor. Sun Life Asset Management is not
responsible for any loss or damage caused by reliance on any information or advice made in this document,
nor is responsible for the accuracy or completeness of any information or advice.

This document has not been reviewed by the Securities and Futures Commission in Hong Kong or any
regulatory authorities.

This document is owned by Sun Life Asset Management. Modification or change is not allowed without
the Sun Life Asset Management's prior consent.

Issued by Sun Life Asset Management (HK) Limited




