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SHARING OBJECTIVES

>

>

to equip YOUTH with fundamental knowledge and sKills
relating to retirement planning

to cultivate positive mindset among YOUTH on the importance
of retirement planning

to guide YOUTH in understanding own financial status and
exploring right approaches

to serve as a career exposure for YOUTH in venturing into
financial services industry

to network YOUTH with industry practitioners in gaining
latest updates and development
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"TKNOWLEDGE IS POWER™

THE MORE YOU LEARN, THE
BETTER YOU WILL BE ABLETO
MAKE DECISIONS ABOUT THE

DIRECTION OF YOURLIFE.
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. recent surveys conducted by the Organisation for
Economic Co-operation and Development and Bank Negara
Malaysia indicate that Malaysians have low financial
knowledge and myopic "live for today"” attitude when it comes
to personal financial management.

Many Malaysians struggle to manage their money, making
them highly vulnerable to the impact of a financial shock such
as redundancy, long-term illness or even just a large
unexpected bill. . .. individuals tend to bear more risks and
responsibility for their own financial decisions......

Raising financial literacy is a long-term obligation that
requires the sustained efforts and commitment of many
parties. Improving the financial well-being of all Malaysians is
an important priority for the country to realise our full
potentials....
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Many people don't understand basic financial concepts  LEals
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Empowering Financial Freedom

Financial
Well-being

Lead a meaningful, content and
sustainable life {

Financial
Education

Process to improve
understanding, develop skills
and confidence t

informed financial Il and

vhere to go for help

Financial
Literacy

Awareness, knowledge,
skills, attitude and
behaviour nec

sound fmmancial

Planning Council

_ Current State of
Financial Literacy in Malaysia

L 04 - 2 -
@: ',@: > 2 o * Malsy=ians have low

confidence regarding their
oem financal knowledge
1 = 3 Malaysians rate
themseves 1o be of low
financal knowdedoe

* Low income
howseholds tend
to hawve lower
finamcal
knoweledge.

RM&E.00 RM&.00

75% of Malay=ans
understand that
\ nflation means that
cost of living = r=ing
only 38% cam relate

the effect of inflation

DEPCST PRODUCTS
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on their owe =

INFLATION purchaung powes T weuses
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= 43% of Malsy=ans —

understand that the
growth of money &=
KP”F"-‘J"_dl'd v * 92% of Malaysiars have deposat produocts.
time, while 22% Less take-up on investment products.

believe that money
grows on near baws,

Saving and Budgeting

SAVINGS
43% | 39%
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LR — e -
* 24% of Malaysians who ciaim 10 save regulacly do so
= 1 in 10 Malaysians beleve that they are not discplined n only for the immediate term i.e typically withdraae at
managng ther finances month-end to cover dadly subsistence expenses
+ |- (9 .
| ==
= 76% of Malaysans have a badget, = 1 in S Malaysian working adults * 3@ 10 of MWA need %0 bocrow
but 2 in S find &t Sfficudt to keep (MWA) did not save in the mooey o buy essental goods.

to the budget. previous six months
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Overvievw of the NMalaysianmn Nationmnal
Strategy for Fimnancial Literacy

NATIONAL
STRATEGY
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To elevate financial litera
to promote responsible behavig

Of NMalaysians ]

Malaysians and

OBIECTIVES and rational attitudes
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and
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fraud and financial
scams
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ensure a s

STRATEGIC Save, manage and
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Improve access
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products and
services
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Building and
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Abstract

The high cost of living and prolonged lockdowns due to the COVID-19 pandemic made the financial well-being of indi-
viduals vulnerable, especially young adults. This paper examines the impact of financial behaviour on financial well-being
(FWB) among young Malaysians during the COVID-19 pandemic. The study collected variable data on financial literacy,
financial behaviour. financial socialisation, self-control, financial technology and FWB. To collect a representative sample
of Malaysian young adults, a multi-stage random sampling method was used, and 360 young adults aged 18—-29 years old
completed the questionnaires. Structural equation modelling was adopted to investigate the factors influencing young adults’

financial literacy, financial socialisation, self-control, financial technology, and FWB. The research concluded that the
mediation analysis yields a clear and firm conclusion that financial behaviour is important in empowering young adults’
FWB. Thus, the present study adds value to the existing literature on the relationship between financial behaviour and FWB.

Furthermore, the paper’s findings will assist government agencies and non-governmental organisations in developing out-
reach programmes for young adults per the strategies outlined in the Twelfth Malaysia Plan and the aspirations pledged in
the Malaysian Youth Policy 2015-2035.

Keywords Financial well-being - Financial behaviour - Financial literacy - Financial socialisation
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Home Investment

ICMR Research Series: Malaysian Investors Are Vulnerable Due To Poor
Investment And Saving Behaviours

i June 2023

el 805

. ',g’if OO ' 1’




RETIREMENT PLANNING FOR YOUTH

https://www._smartinvestor.com.my/icmr-research-series-malaysian-investors-are-vul.__. i -

LLack Of Retirement Readiness

Based on the assumption that one will retire at the age of 55 and life expectancy in Malaysia is 75,
one’s savings need to last for at least 20 years. However, when we asked our respondents how long
they expected their current and EPF savings to last after retiring, 75%0 felt that their total retirement

savings would last them less than the required 20 years post—retirement.

This is mainly due to the lack of retirement savings, especially among retirees and gig workers. 62% of
surveyed gig workers claimmed to have less than RIVMI50,000 worth of retirement savings, and what is
more worrying is that 70%b of surveyed retirees have less than RM 250,000 worth of retirement

savings — less thhan what the EPF estimates is adequate to cover basic needs for 20 yvears after

retirement.

RETIREMENT SAVINGS BY AGE GROUP

EPF Basic Savings table = Less than RMSO0,000 - RMSO0,000 - 100,000 = RM100,.000 - 1S0,000 = RNM150.000 - 200,000
Age Basic savings = RM200.000 - 250,000 = RM250,000 - SO0,000 m More than RMS00,000
quantum (RM)

is - 20 2,000 — 6,000

21— 25 8,000 — 18,000

26 — 30 21,000 — 35,000

31— 35S 39,000 — 57,000

326 — 40 652,000 — 86,000 33%¢
41 —as 93,000 — 125,000 O = % : = s1%6
46-50  134.000-175.000 | ¥ S T S T T s0%
S51-—-5S 187,000 — 240,000 yO 526 o 75%
Above S5 > 240,000 83%

While those who are 40 vears old and below tend to meet the basic retirement savings threshold as
determined by EPF, as soon as thevy reach 41 vears old, more thhan half of thhe EPF contributors are not

able to meet the target basic savings for each age group. This is probably because they start

sarithAraovariyer Frmrnms thhais TDDE srccmarsmite Far harvaa Tasosrme ~hhilAsranlle Aadzszssatrianm v aaxreoars hasleh  Aacrrarsc e
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Overconfident About Financial Literacy

Although Malaysians are generally not saving enough and unprepared for retirement, ICMR’s findings
also show that they are overconfident with regards to their financial knowledge. Only 39% of
respondents scored 80% — 100% in a simple financial literacy test prepared by ICIVIR — but 67% of

respondents claim to be highly confident of their financial capabilities.

Financial % of Financial confidence
Literacy score respondents

0%% - 20% 2492 Low Confidence - 8%

a0% - 0% 375 sodrare connsence [N 2>
e o e e o e e e e e s s s o o b — e e e, e —————— -
1 1
| =0 -200% 39% s conraence . [ <> |
[ 1
] 1

Topics such as compounding interest, inflation, risk and return, cost of borrowing and diversification,
are considered as the most basic to test respondents’ understanding of some of the key financial
concepts. However, it is concerning to see that 59% of respondents who scored lower than 80% (less

than 4 questions correct) feel highly confident about their financial capabilities.

The overconfidence effect is observed when people’s subjective confidence in their own ability is
greater than their objective (actual) performance. Overconfidence has been attributed to a range of
issues. More generally, among investors, overconfidence has been associated with excessive risk—

taking and is most likely to lead them to make wrong financial decisions.

Overconfidence also relates to one’s optimism bias during investiment or broader financial decision

making. Optimism bias refers to the tendencies for people to overestimate the probability of positive
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(2) https://www.smartinvestor.com.my/5-rules-for-malaysians-to-improve-their-financial... Lo 3 AY [ Q Y8 ?n ¢4
Home > Personal Finance

5 Rules For Malaysians To Improve Their Financial Wellbeing

i June 2023
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3. Start Saving Early

Recognizing the value of compounding returns emphasizes the importance of initiating saving habits
as early as possible. One solution is to set up automatic transfers from vour checking account to a

designated savings account.

By automating your savings, a predetermined portion of your income is regularly deposited into your
savings account without requiring constant manual effort. This solution ensures consistency and

discipline in your saving habits.

For example, many of our customers enjoy using our NEST feature in our Be U app to save money. As
the NEST feature allows users to set up automatic transfers to occur on a periodical basis, ensuring

that saving becomes a priority before allocating funds towards discretionary spending.

Furthermore, users are allowed to set financial goals and track their financial progress. By utilizing

this feature, users are able to track and achieve their financial goals more seamlessly.

4. Build An Emmergency Fund

Establishing an emergency fund is crucial for financial stability and preparedness. One solution is to
automate your savings by setting up regular transfers from vour checking account to a separate
savings account designated for emergencies. This ensures that a portion of your income goes directly

into your emergency fund without requiring constant manual intervention.

For instance, you can set up a monthly or biweekly transfer that aligns with vour financial capabilities
and goals. By automating your savings, yvou remove the temptation to spend the allocated funds and
ensure that you consistently contribute to your emergency fund. Over time, your emergency fund will
grow, providing a financial safety net for unexpected expenses such as medical emergencies, car

repairs, or job loss.
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12. Inadequate Employment Opportunities

The lack of employment opportunities for today’s youth is a major problem that
needs to be addressed. Many young people have the skills and motivation to be
successful workers, but the jobs simply aren’t there.

This lack of employment opportunities has led to increased poverty, increased crime,
and feelings of hopelessness in young people.

To solve this problem, there needs to be an increased focus on creating jobs
specifically tailored to young people. This can be done by working with businesses to
create jobs that require fewer years of experience and to focus on skills that these
young people can learn quickly.

Additionally. there should be incentives for businesses to employ young people, as
this will help to ensure that these jobs are created.

Finally, there needs to be an increase in job training and education programs for
youth. These programs will help young people to acquire the necessary skills to be
successful in the job market and increase their chances of finding meaningful
employment.

/thepopularlist.com/issues-facing-our-youth-today/

ISsUe Tnat Neeqas 10 De aaaressea 1o save our youin.

14. Materialism

Vi ‘f, .
| | . e
_— P e

Our youth have been conditioned to prioritize convenience and possessions over
other values, as materialism has become a core tenet of today’s society.
Unfortunately. this has cultivated a pervasive greed for more among our young
people.

Parents play a role in this by measuring happiness and success in life by things they
own. As a result. everything becomes a status symbol. which is falsely associated with
happiness and satisfaction.

Eventually. our kids learn to follow the same route. But the happiness and excitement
of owning a particular thing they've been yearning for vanish the moment they have
it. That's when they want something else, and the cycle of greed continues.

Parents can help prevent their kids from becoming too materialistic by teaching them
gratitude and appreciation. modeling generous behavior, and emphasizing
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The number of bankruptcy cases (from 2018 to April 2022)
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N : Total %
By age group 2018 : 2019 2020 2021 2022
Under 25 years 139 54 21 20 5 239 0.52
25-34 years old 4,139 : 2,603 1,741 1,060 370 9,913 | 21.49
35-44 years old 5,958 4,574 3,150 2,535 996 12213 | 3733
45-54 years old 4,022 3,087 2,211 1,802 : 806 11,928 | 25.86
55 years old and above 2106 i 707 1,204 1,116 503 6,636 14.38
No information 118 26- | 24 27" i 14 203 0.44
TOTAL 16,482 : 12,051 : 8,351 6,554 @ 2,694 46,132 100
By gender
Male 11,760 8,923 6,116 4,874 1,980 33,353 72.95
Female 4,722 : 3,128 7 4 17 4 1,671 709 12,457 27.00
No information o o 8 9 5 22 0.05
TOTAL 16,482 12,051 8,351 6,554 2,694 46,132 100
Factors leading to bankruptcy
Personal loan 4,636 5,706 4,457 3,267 1,268 19,334 | 41.91
Purchase vehicle 3,392 1,543 1,006 690 : 212 6,843 | 14.83
Business loan 1,424 1,846 1,223 1,202 : 547 6,242 13.53
Housing loan 1,982 1,138 583 459 259 4,381 9.58
Credit card 1,811 880 600 438 : 121 3,850 8.35
Others 1,770 425 91 126 92 2,504 5.43
Corporate guarantor 626 221 114 118 : 67 1,146 2.48
Income tax debt 275 261 158 147 : 72 913 1.98
Social guarantor 540 15 2 0o : 0 557 1.21
EPF contributions O it 0 105 92 52 249 0.54
Scholarships/study loans 26 16 12 15 | 4 73 0.16
TOTAL 16,482 : 12,051 : 8,351 6,554 | 2,694 | 46,132 100

Sowrce: Malaysian Department of Insolvency.

TheStarqgraphics
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The umber ofpeffion oy debors andcecors fled everyday n 202215 17, The
nurber o casesregotered evry day i 2022 tands at 16 te department said

eported by The Sar

il e fincings showed & o rend fiween 2018 and 2022 for venil

DUrhaSes a5 a cause of nsavency, tis owerer could be atirbutedto t amendment

0t nsolvency Acton 20 September 2020 tatincreased te bankrupty treshal

We don't want to say that the downward trend is all due to the pandemic and increase in

the bankruptcy threshold because we would like to believe that more Malaysians out

'rom RMSU,OOU IO RM]OU,UUO Wh|Ch pmbabw exp‘ams 1he 37% dEC“ne bElween 2020 there are starting to understand the basics of personal financing and home economics.

Let's not overspend on cars and live within our means, and if the temptation is ever there

and 2021 to over-reach, think again as there are many affordable vehicles out there that can and

will tick all that you need from a vehicle. Gaya takde takpe, tapi duit ada!
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Six Areas of -w - .
Financial Planning =

K /8 ) v (I
These are six areas to a comprehensive financial plan. We lllustrate those areas in the 3
form of a pyramid to show how one area builds upon another. Since the action in one area
affects all the others, a complete financial plan should address all six areas.

! L [ % =
Estate Planning sl A 2
6 =~

Retirement Planning o

Tax Planning Strategies

Wealth Accumulation

Risk Management

Financial Position
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Create a budget

6 key steps ‘

Getting started with
a basic financial plan
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| Malaysian Life Expectancy

e Expeciny | ol | Fensl

 1950s | %6 | 56

w2 | 7 | 76




RETIREMENT PLANNING FOR YOUTH




RETIREMENT PLANNING FOR YOUTH —rt—

Malaysian Financial
Planning Council

» = » A -.- A

Financial
independence

You can’t work forever YOLO VS u Eﬁ;e

You may live long YOU ONLY LIVE ONCE!
You want to enjoy life after working so hard

Good healthcare is expensive RE

Good holiday is expensive HE/(BER

You want to be financially independent at old age >

You don’t want to burden your Kkids they awe not youwr retir !

e

You want to leave something for your kids yow are not their emergency fund

By starting to invest in your retirement early on in your career, your
funds will accumulate and grow over time, leaving you with a substantial
enouah fund to fulfill vour retirement dreams.
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YOU ONLY LIVE ONCE... NOW IT’'S LONGER

Source: Life Expectar

How to make sure you have enough when the time comes?
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Retirement = no active income = rely on passive
income derived from funds accumulated or
through a pension scheme

Malaysia - compulsory savings scheme through
the Employee Provident Fund (EPF) - the pillar of
retirement planning

Self-Employed do not have similar savings
scheme

EPF accumulations are not enough to weather
the ravages of inflation and poor investment
returns

Investments over and above EPF savings are
required to maintain lifestyle
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MALAYSIA: 3 TYPES OF EMPLOYMENT

1 " “Q’ oV amy ©
iy ) @2!50

Private sector Self-employed

Civil Servants,

or public sector
Public sector folks are in pensionable employment, with what

Public Sector
we call as Defined Benefits, DB

Private Sector Private sector folks are in a Defined Contribution scheme, DC.
secr-empLovep ll N ?
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MANDATORY SCHEMES

» mandated by law

» all private sector
employees have to
participate in EPF by
contributing a portion
of their salary towards
their retirement
savings

VOLUNTARY SCHEMES

voluntary and not
subjected to any legal
requirements

Examples: employer-
sponsored scheme and
purchase of annuities for
retirement

PRS is under this category
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Now, self-employed, the third category.

Self employed covers a wide range of careers or jobs — from business owners,
professionals like lawyers and doctors, and to e-hailing and the food business,
physical stall operators, deliveries and those doing online.

We are also seeing proliferation of what is now becoming a buzz word - GIG
economic worker:

e consists of income-earning activities outside of standard, long-term employer-employee
relationships, and usually involves some digital platforms.

¢ does not come under the mandatory schemes either EPF or SOCSO
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state mandatory mandatory voluntary voluntary

Based or social pension Public pension plans that Occupational/ personal Voluntary personal Voluntary personal
are publicly managed pension plans pension schemes pension schemes
« Karisma Jabatan * None * KWAP « Family support
Kebajikan  EPF « Ministry of
Masyarakat * SOCSO Education
Malaysia * LTAT * Klinik 1Malaysia
* BR1TM

Employees Provident Fund
Act 1991 Capital Markets and Services Act 2007
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= Investopedic INVESTING SIMULATOR ECONOMY PERSONAL FINANCE NEWS REVIE

PERSONAL FINANCE > RETIREMENT PLANNING

- - - What Is Retirement
Retirement planning is the Planning? Steps, Stages, and

process of determining 6 VVhat to Consider

By JULIA KAGAN uUpdated jJanuary 09, 2023

retirement income goals and meviewea b S STARLETOM

What Is Retirement Planning?

the actions and decisions vinisivisssmesiisisisealiamie: . D

needed to achieve those goals. Retirement planning includes identifying
iNncome sources, sizing up expenses, implementing a savings program., and

necessary to achieve those | ronzsimsacesonorce e coon fows ore coimacea o sause whedner

the retirement income goal is possible.

l It - l d - d t' = You can start at any time_ but it works best if you facror it into your financial
goa S. lnc u eS l en l ln planning as early as possible. Thart's the best way to ensure a safe, secure—and
fun—retirement. The fun part is why it makes sense o pay attention to the
f - - - serious and perhaps boring part:- planning how you ll get there.
KEY TAKEAWAYS
ex enses im lementin a = Itis never too early or too late to start retirtement planning.
EXPENSES, 1mpiementng a - Retrement planning refers T financial strategies of Saving.

investments, and ultimately distributing money meant to sustain

L ] oneself during retirement.
Sa v lngs [!rograml an - Many popular investment vehicles, such as individual retirement
accounts and 401 (k)s. allow retirement savers to grow their money
with certain tax advantages.

L L
managlng assets and rlSk - Retirement planning takes into account not only assets and incoms
but also future expenses, liabilities, and life expectancy.
= If you are under SO, you can contribute a maximum of S22 _500 in 2023
to a S401(k) (up from S20_.500 for 2022)_[*]
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Table of Contents

What Is Retirement ¥ Important: Start as early as you can on whatever method that you,
Planning? and possibly a financial planner, use to calculate your retirement
Key Aspects savings needs.

» How Much Do You Need?

Steps Steps to Retirement Planning
Plans Regardless of where you are in life, there are several key steps that apply to
Stages almost everyone during their retirement planning. The following are some of

the most common:
Other Aspects
Retirement Planning FAQs 1. Come up with a plan. This includes deciding when you want to start saving
The Bottom Line when you want to retire, and how much you'd like to save for your ultimate
goal.
2. Decide how much you'll set aside each month. Using automatic deductions
takes away the guesswork, keeps you on track, and takes away the

temptation to stop or forget depositing money on your own.

3. Choose the right accounts for you. Take the chance to invest in a 401(k) or
similar account if your employer offers that option. Remember, if the
company offers an employer match and you don't sign up, you're just
giving away free money. And don't forget to have an emergency fund,
which can be easily liquidated if you need cash in a pinch.

4. Check on your investments from time to time and make periodic
adjustments. It's always a good idea to make any changes whenever there's
a change in your lifestyle and when you enter a different stage in your life.
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\Flzllgra]:]liigR?etlrement Below are some guidelines for successful retirement planning at different
stages of your life.

Key Aspects

How - Much DS Yolix Need? Young Adulthood (Ages 21—35)

e Those embarking on adult life may not have a lot of money free to invest, but
> Plans they do have time to let investments mature, which is a critical and valuable

Stages piece of retirement savings. This is because of the principle of compounding.

Other A ect _ _ _ _
S = Compound interest allows interest to earn interest, and the more time you

Retirement Planning FAQs have, the more interest you will earn. Even if you can only put aside S50 a
The Bottom Line month, it will be worth three times more if you invest it at age 25 than if you
wait to start investing until age 45, thanks to the joys of compounding. You

might be able to invest more money in the future, but you’ll never be able to

make up for any lost time.

FAST FACT
Keep in mind that certain federal agencies and uniformed services
offer thrift savings plans. 137

Early Midlife (Ages 36—50)

Early midlife tends to bring a number of financial strains, including mortgages,
student loans, insurance premiums, and credit card debt. However, it’s critical
to continue saving at this stage of retirement planning. The combination of
earning more money and the time you still have to invest and earn interest
makes these years some of the best for aggressive savings. [14]
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What Is Retirement

Planning? Retirement planning isn't difficult. It's as easy as setting aside some money

every month—every little bit counts. The easiest way is to start contributing

K A t =
SRR through an employer-sponsored plan if your company offers one. You may also

How Much Do You Need? want to consider talking to a professional, such as a financial planner or
Steps investment broker who can steer you in the right direction. The earlier you
- start, the better. That's because your investments grow over time by earning
ans
interest. And you'll earn interest on that interest.
Stages
> Other Aspects Why Is Retirement Planning So Important?
Retirement Planning FAQs Retirement planning allows you to sock away enough money to maintain the

same lifestyle you currently have. After all, no one wants to work right up until
the end. While you may work part-time or pick up the odd gig here or there, it
probably won't be enough to sustain your current lifestyle. And Social Security
benefits will only take you so far. That's why it's so important to have a viable

The Bottom Line

plan that allows you to get the maximum amount of money when you retire.

What Other Aspects Should | Consider During
Retirement?

Retirement planning is such an important part of your financial well-being. But
there are other things you need to consider outside of what happens after you
retire. Ensure that your finances are giving you the biggest tax breaks possible,
so a Roth conversion may be a good idea if you believe you'll be earning some
income later on in life. You may also want to consider what happens to your
assets after you die, which is where estate planning comes into play. Life
insurance can help offset any expenses that you leave behind for your loved
ones if you become injured or die unexpectedly.
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Table of Contents benefits will only take you so far. That's why it's so important to have a viable

I plan that allows you to get the maximum amount of money when you retire.
Planning?

T What Other Aspects Should | Consider During
Retirement?

Retirement planning is such an important part of your financial well-being. But

How Much Do You Meed?

Steps

there are other things you need to consider outside of what happens after you
Elans retire. Ensure that your finances are giving you the biggest tax breaks possible,
Stages so a Roth conversion may be a good idea if you believe you'll be earning some

Other Aspects income later on in life. You may also want to consider what happens to your

assets after you die, which is where estate planning comes into play. Life
b i i Qs x c
Retirement Planning FA insurance can help offset any expenses that you leave behind for your loved

The Bottom Line ones if you become injured or die unexpectedly.

The Bottom Line

Everyone dreams of the day they can finally say goodbye to the workforce and
retire. But doing so costs money. That's where retirement planning comes into
play. And it doesn't matter at which point you are in your life. Sure, you may
have Social Security benefits, but that may not be enough, especially if you're
used to a certain lifestyle. Setting aside money now means you'll have less to

worry about later.
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1. NOT HAVING A GOAL OR A PLAN.

R &~
4 *
Taking a passive stance on your retirement and underestimating your financial needs is a huge

gamble. It is estimated that many Malaysians go through their EPF savings within 5 years. What
will you do when you run out of funds?

You must also bear in mind that the goal after retirement is to enjoy the same standards of living as
your working years, or better. Not having a plan will see you running into financial difficulties and
possibly placing a heavy burden on your family members.

2. NOT DIVERSIFYING YOUR SAVINGS

LTI

~ Uy
-~ W "3;1\’, \‘ m

This is a prime mistake. Many people rely only on their EPF, but it should not be your sole source of
retirement funds. Despite growing at a rate of about 6% per annum, there are other options with
similar or better returns to consider.

A good example would be Private Retirement Schemes or other savings plans, unit trusts, real
estate, high-interest fixed deposit accounts or other means of generating long-term, consistent
and competitive returns at a low risk.




RETIREMENT PLANNING FOR YOUTH

Malaysian Financial
Planning Council

/www.aia.com.my/en/what-matters/finance/6-mistakes-people-make-in-retire.. [o @385 A o

Why wait till you're 55 when you can perhaps retire at 35 to pursue your passion projects? The
sooner you start saving, the earlier you could retire.

Starting the savings process early has its benefits by two magical words: compound interest. What
is compound interest? It's interest that earns interest.

If you save RM10,000 and your bank gives you 3% per year in interest, you will have RM10,300 at
the end of the year.

gl I.SEPFIEDING YOUR BONUSES IMMEDIATELY OR ALLOWING DEBTTO

J =
Many people believe that since they are contributing to EPF, have bought a house, or have some
monthly savings, that they are safe to spend their annual bonuses.

Instead of spending your bonuses immediately, look at how you can use it to get rid of debt (study
loans, credit cards, car or home loans) or grow your savings/investment pool. It's important to note
that compounding interest on credit cards and loans could also snowball your debt.
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6. NOT ACCOUNTING FOR HEALTH COSTS

*
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I A .
Health costs are on the rise. According to PwC’s Health Research Institute, medical cost trends in
2017 will experience a 6.5% growth rate.

Many Malaysians take their health for granted and don’t have back-up plans for illness. By the time
you retire, medical costs will be far higher than they are today, and you will have increasing needs
for healthcare as you grow older.
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Enough money
for retirement??

A look at whether a retiree can survive after le )sillf:

monthly income and with only E

PERSONAL
ESTING

SOME studies conducted in
Malsysia have shown that most
retirees spend 28 thedr EFY money
within three years of thesr retire-
ment. Civen that the average
lifespan for a Malaysun s 75
years, ff we retire at 55 and spend
all our EFF momey within theee
years, a log of us will Be waonder-
ing how to survive from S8 1o 75

The most worrymg queshion
that most of us will be as 5
how 80 survive setirement w
we Jose our steady stream of
monthly Income 10 cover our
daily expenses.

However, £ we have been build-
Ing an investment portfolio apart
from EFF money, we would not be
able to generate a source of
returms from our own evesoment
posolse.

In reality, a kot of us have been
speading most of our saviegs.
Including pat of our EFF savings
oo our children’s educaten and
chearing delbes on house and car

working), thereafter living the
rewsainiog 20 yoars (used 75 ) rely
ing on the BPF savings.

We will assume a starting pay
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125 employee: 11X) and inflation
rate of 3%
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how mech EPF money we can
spend until we use it Al up.
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are 2bde 1o [we with past one-thard
(or 33%) of our Last deawn salary,
the EFF moacy should be able to
support us for 20 years untl we
pass awvay at 75

Feom the exanple below, f 2

son's last drawn salary s
mu.sm, a S5 he cam only
afford to spemd ooe-third or
RM4,612 per month after retire-
ment (13 x RM13976)

However, f his spendi
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as S0% ot the full amount of his
last drawn salary, s EFF mosey
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respectvely

en though our Ccomputanons
aw based on 2 lot of assumptions
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PF savings to relv on
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savags. In this . W can
only afford to spend 335 of our B
salary Ater retsrerment!

Everyone has different finan-
il situations, However, we need
1o plan for oar retirement. If pos-
sibde, we need 10 build our own
investment poctfolio apast from
the EPY savings. We may seed 1o
seek some part-tume jobs aftver
retitcemenst f our  fimancial
resources do ot permt us o
stop working. Besides, we need
1o Clear a8 onir owsstanding debas
before retirernent,

We also need o bary enocagh life
and medcal insurance for ous-
scbves as well as set up education
funyds for owr childvren,

ST but mof least, one snpostand
POIDE 1O DOte 15 That Oour comput a-
ton is hased on the
that we aoe sull able 10 generate
S returrn affer renirement

Unless we have the siolls and
knowledge to generate the seturns,
::nng the money back i EFF and
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be 2 good on For the average
person, we that it is not casy
0 goencrate 55 retumms anoually
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Some may think a million Ringgit may be enough. Sure, it does seem like a big amount, but would it be sufficient
to last you throughout your lifetime? If you are looking at retiring at 60 and have a life expectancy of 75, your
monthly expenditures may come up to RM10,000. We'll leave out interest on your capital, just for argument’s

sake.

Add in inflation for the next 14 years and other contributing factors, that amount can easily go up to at least

RM20,000 per month. In other words, a million Ringgit will not be sufficient! All of us need a well-thought out

retirement plan.
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While the EPF’s management team has performed a good job in managing the retirement fund, you
cannot depend solely on EPF savings for retirement. So, look into the following:

» How much EPF savings would you accumulate by the time you retire?

» How much fund is needed for your desired retirement lifestyle?

= What are your investment criteria to achieve your retirement goals?

= What are the pros and cons of each investment you have?

= Are you diversifying your investment into different asset classes or funds to
manage potential investment risk factors?

In summary, you will need to have the right blend of knowledge and skill to profit from investment
products, i.e. by fully comprehending the cut loss mechanism or even switching or topping up to

average down to maintain long-term accumulation growth.

()  https://www.smartinvestor.com.my/best-retirement-planning-in-malaysia/ L

make time and compound interest your best friend as money-making leverage for you.

CALCULATE START AN ENSURE
RETIREMENT EMERGENCY SUFFICIENT
FUND FUND PROTECTION

MAINTAIN LEARN MANAGE
GOOD TO INVESTMENT
HEALTH INVEST RISK
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Phang Kar Yew from Malaysian Financial Planning | || RGN st

Council (MFPC)

Planning for retirement is a long term journey. It takes a long term vision, long term commitment and

Ps//www.smartinvestor.com.my/best-retirement-planning-in-malaysia/ =

It is well-documented that over 90% of investment returns are generated through asset allocation.

. As such, a portfolio of investments is required since asset allocation is all about spreading your
long term investment strategy to be successful. . .
investments across a variety of asset classes.

|
SMART INVESTORS KNOW THIS! For those who do not have funds or technical skills to invest in the stock market directly, unit trust

investment managed by professional managers with market diversification is a good start.

Do remember that you should be clear of your investment objectives, risk-return profile and manage

your expectations over the investment performance.
Alternatively, investing in property can be a good choice.

Investing in real estate provides an excellent capital gain opportunity whilst enabling recurring

It Is Well-Documented ental Ircome:

That Over 9o % of However, risks associated with real estate investment are higher than other investment instruments
investment returns are
generated through asset
allocation.

too.

Note: You should assess the property location, monthly installment amount, property price and the

rental income before committing yourself to a property.
Investment properties with positive cash flow after deducting the cost of renting it out are rare gems.

Is there an alternative plan in place to cover the loan installments if the property could not be rented

out for a long period?

If you can’t afford to have any unexpected downturn to the huge financial commitment, you should

think ten times before you commit to it.
artmvestor Y
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EVERYONE CAN PLAN AHEAD
TO RETIRE WITH QUALITY

Plan Ahead with Cuidance

from Industry Expert

“As in all successful ventures, the foundation of a good retirement is planning,™

Generally, there are 2 tyvpes of fundamental retirement plan for the Malavyvsian workforce, vour EPF

and pension scheme if vou’re a government servant.

News has again and again sayving that these plans alone will not be enough.
Why?
1. We live longer, we have a longer lifespan than ever before due to medical and
technology advancements.

2. Inflation. Cost of living goes higher, yvear by vear, and so does yvour day—-to—-davy
expenditure, healthcare cost, children education cost and so on.
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1. HOW MUCH WILL YOU NEED AT RETIREMENT?

There are a few costs and expenses to consider, when you decide on the amount of money you
need in your retirement fund.

e Put a number to your monthly expenses. Determine how much you need every month to live
comfortably. Consider that the cost of living may be significantly higher when you retire in the
future, considering the rate of inflation. For example, if your monthly expenditure is RM3,000
today, that same amount would be higher at your retirement. The current inflation rate is
expected to be around 3.1% in 2020."

e Multiply with the cost of longevity. When will you retire and how many years can you survive
without an income? For Malaysians, we are lucky to have seen the life expectancy increase over
the years (the average life expectancy of Malaysians is at 74.88 years today)2. Multiply your
expected monthly expenses to the number of months of maximum life expectancy to determine
the amount you need in the long-term.

e Factor in health needs. With age comes risk of certain health conditions, which may need
hospitalization or intensive medical care. Consider how you will be managing healthcare costs
after retirement. Will you continue to have a medical insurance plan? Otherwise, how much
should you set aside for healthcare costs?

e Family & dependents. During retirement, will you have family members or dependents that will
still rely on you financially? How much money do you need to allocate for this?

e Consider your dreams. You're at the start of your golden years and you may feel like you finally
have the time to enjoy your hobbies or travel. What is one thing you have always wanted to do
after retiring? Go on a cruise, learning a new skill or remodelling your home? If your retirement
plans involves some cost, be sure to allocate this as well into your funds.
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After decades of working, your retirement should be a time of leisure. Or at least, a time where you should not have to keep working to cover your costs

of living.

But for many Malaysians, this isn't the case. Statistics show that two out of three Employees Provident Fund (EPF) members aged 54 have less than

RM50,000 in retirement savings. This puts them at risk of living below the poverty line.

That's why it's important to plan for retirement - whether you've just started working or have been in the workforce for decades. With some

preplanning, you can increase your chances of a comfogtable retirement. Here's how.

Start as early as you can

Malaysian Financial

Planning Council
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Start as early as you can

original investment.

For example, here’'s the difference if you start saving at different a
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For example, here’s the difference if you start saving at different ages:

How much can your savings grow if you invest RM500 a month, at 7% p.a.?

Age you start investing 25 35 45
Retirement savings at the age of 60 RM893,431 RM412,059 RM167,328
Total investment returns earned RM683,481 RM262,059 RM77.328

Inthe example above, the investor who started investing at 25 earned RM683,481 in investment returns. But starting at age 35 could mean only earning RM262,059 -

that's a difference of over RM420,000 when you start ten years later!

If you delay saving for retirement, not only will you lose out on compounding returns, but you'll also have to save a larger proportion of your income in the future to catch

up.

Figure out how much you need
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Many of us are motivated to work hard so that we can enjoy a certain lifestyle today. However, we
rarely think about what our lives will be like when we are older. If you want to be independent and

able to afford the best things in life, you need a retirement plan.

Accordmg to a study by the Asnan Strategy & Leadershnp Instltute most households in Malays:a
have zero savings. Almost 90% of working Malaysians earn less than RM5,000 a month, and only
half of them are active contributors to the Employees Provident Fund (EPF). About 809% of the
workforce will not have enough money at retirement to sustain themselves.
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Home > Personal Insurance > Understand Insurance > Financial tools to know what you need > Retirement Calculator

Retirement Plan Calculator

Retirement should be a time of relaxation. But the reality is sometimes not as rosy as we expect it to be. More often than not, we end up
underprepared when facing the unforeseeable future.

Retirement is the phase of life that can bring some of us a huge financial and lifestyle change. Hence, it is good to plan early to prepare for
the upcoming future and the possibility. Great Eastern provides a handy retirement calculator for you to work out the amount you'll need
to ensure that you will be able to comfortably enjoy your golden years without any worry of financial burden.

The calculator is straightforward to use. All you need to do is fill in your gender, age, expected retirement age, the number of years of
income you require after retirement, your desired retirement lifestyle, your future expenses, and your existing provision when you retire.

We will help calculate them for you and come out with the expected amount you need to maintain your desired retirement lifestyle when
the time comes. You can also use it to refer to your Life Planning Advisor for any advice on your retirement plan.
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The freedom of retirement
Assuming life has been kind to you, retirement brings some key essential
freedoms:

» You no longer have to work and are able to access and survive on your pensions
o retirement fund.

» Your children are old enough to be seif-sufficient, and may, in turn, support
your finances instead.

» Your financial responsibility is now minimal, with little or no debts to repay
apart from regular spending.

» Your assets - stich as a piece of property - are there to support you in the event
you ever need to liquidate.

Enjoy a peaceful retirement with PruBSN WarisanPlus
With a maximum subscription age of 70 and coverage expiry of up to 100 years
old, PruBSN WarisanPlus is the perfect takaful plan for a retiree as well as those

who are already preparing for their retirement years.

With a death and total permanent disability benefit of at least RM350,000"! this
plan provides you with a healthy sum to ensure you and your loved ones are well
taken care of should anything untoward happens to you. This legacy solution also
provides additional benefits and protection in the form of an accidental death
payout of up to 300%, a khairat'"! benefit of RM3000, and coverage for infectious
disease diagnosis or hospitalisation.

Additionally, should you remain in the prime of health when your plan matures,
you will receive a maturity payout on top of any additional investment income
made through your certificate contributions.

So, whether you're planning for your old age or are already enjoying an exciting
retirement, stay protected with PruBSN WarisanPlus. We want you to live your life
without having to worry about paying for your medical expenses or providing for
yourself and loved ones in the event of an unforeseen circumstance in your

retirement years.

To get yourself protected, or to upgrade your current takaful certificate, contact
any of our Takaful Agents today for a FREE consultation!
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Takaful Retirement Plan

An assurance for your future

la \

Takaful Retirement Plans are a popular choice among retirees as they guarantee a
regular income for life. A Takaful Retirement Plan is designed to provide you with
a stream of regular income for a certain period, in exchange for a sum of payment,
otherwise known as paid contribution.

:/sphsbe.commy/liquid/303 i

Key facts you should know
about Takaful Retirement Plans

o There are many plans infhe market, Do check out what is available so thatyou can select a Takaful Retrement Plan thatwil best provide for your retrement needs,

o Do ensure thatyou are able to megt your contrbution payments. f you are unable o coninue paying for your contrbufion, you can surender fhe poicy for s cash sumender
Valle, which may be fess than the full ontrbution that you have paid

o Mostplans offer you the choice of monthly or yearly income payments

v Some Takaful Refrement Plans may offer a quaranteed period whereby you wil receive & ived regular income throughoutthe quarantged period (eg. 20 years. I you do nof
slvive the quarnieed period, the income payments are made to your nominated beneficary,

» 00 bear in mind fhat there are various refrement instruments n the market and this should be one of them.
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The chief benefit of a Takaful Retirement Plan is that it reduces the uncertainty of facing the future and silences the question of what would you do should you outlive your
financial resources. It may also provide income payment for your loved ones after your demise, depending on the different types of Takaful Retirement Plans. Unlike high-risk
investments, a Takaful Retirement Plan provides peace of mind for you as well as your loved ones.

Start early to save more

In a Takaful Retirement Plan, you may set the age in which you wish to receive the income payments. You can choose to pay a lump sum contribution (premium) or pay in
regular instal p till your desired retirement age. If time is on your side. start your Takaful Retirement Plan as early as possible as your total contribution tends to be
cheaper shou buy it at age 35 compared to the coniribution you would have to pay at age 54.

“Takaful Retirement Plan provides peace of mind for you as well as your loved ones.”
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Maybank2u

o ~ Business
. sawevival at risk
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Protect what you have built

Get covered to mitigate negative
impact to your workforce by
protecting your key personnel

Start preparing for your retirement today

PERSONAL

BUSINESS HELP & TIPS

RETIREMENT PLANNING FOR YOUTH
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Learn more about our retirement insurance products

The plan that maximises your
investment allocation while
providing coverage

Aninvestment-linked plan that
offers you protection at the same
time. This product has been
designed to maximise your
investments.

Provide financial security to you and
your family.

Smart Cash Xtra a participating
endowment plans that provide you
with guaranteed life insurance
benefits and a continuous stream of
income over 20 years withonlya 6
year premium payment term. On top
of that, you may also enjoy potential
bonuses.

TAKAFULS M/ RT PLUS
B

A Shariah-compliant investment-
linked Family Takaful plan

One plan that covers medical
protection, grows your savings and
leaves a legacy for your loved ones
with Hibah*,

*applicable with optional riders

Malaysian Financial

Planning Council
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APPLY PRODUCTS ONLINE @ E

SMART HIJRAH

For the greatest journey in your life
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Explore Sun Life F

FiloreSin e Frencl Wordwide v~ LOGIN @ Sun Llfe
ABOUTUS PLANS CAMPAIGNS LIFEN

SunLife

ABOUTUS  PLANS  CAMPAIGNS  LIFE MOMENTS  CLIENT CARE  CONTACTUS Home > Plans > Protection Needs > Retirement > Sun Secure Saver-i

Share;

Secure Saver-i

Secure and grow your financial future

We all strive for a brighter future, the ultimate goal in life. Life is
full of surprises and we wish to celebrate every milestone, free
from financial worries.

Retreme

Introducing Sun Secure Saver-i, an all-in-one takaful plan that
combines savings, investments and protection to help you
safeguard your future. You can enjoy both staying protected and
receiving potential profits through the reinvestment of cash
payout received every year with Sun Secure Saver-i. What's
more, this plan offers a short payment term with the flexibility to
choose the contribution payment term and coverage term that is
best suited to your savings needs.

ickbackand ease nfoyourcaretement it abSole peace ofmindand fmancil reedom,

Plan ahead for a brighter and financially secured future with Sun
Secure Saver-i.
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Explore SunLifefir | (%)  https://www.sunlifemalaysia.com/plans/protection-needs/retirement/sun-legacy-i/

Sun Life

ABOUTUS PLANS CAMPAIGNS  LIFE M

Benefits & Features

. . : Financial legacy support for your loved ones
Home > Plans > Protection Needs > Retirement> Sun Legacy-| @ » This plan provides high coverage upon death or total and permanent disability (TPD)

» The basic sum covered or total account value, whichever is higher will be payable upon death
or TPD.
0 e An additional 100% of the basic sum covered will be payable upon death or TPD due to
Sun Legacy-i
| y ‘ « If the death or TPD is due to accident while in public conveyance, elevator or burning public

[ =

building, an additional 100% of the basic sum covered will be payable.

Wasiat/will writing benefit

@ » As complement to your legacy planning, Sun Legacy-i will reimburse you the cost of
wasiat/will writing up to 0.5% of your initial sum covered, capped at RM10,000.

* Multiple claims are allowed at any time starting from the 6th contract year. That means, you

The best memory for your loved ones

You've worked hard for years to provide the best for your loved
ones and to support and protect them always, be it physically or
in memory. With Sun Legacy-i, you will be able to leave them a
financial legacy to help them live a better life.

will be reimbursed for the cost incurred when you make any amendment to your wasiat/will

in the future.

Fulfilling your zakat obligation (only applicable to Muslim)
e 25% of the total account value less the deferred wakalah fee (if any) will be payable to zakat
body on behalf of the person covered, if the total account value is equal to or exceeds Nisab

» This benefit is only applicable in the event of surrender or when the maturity benefit is paid

Flexible contribution and coverage term

It is crucial to plan ahead by preparing a will to ensure your
estate is distributed according to your wishes. This plan
encourages you to do so, by reimbursing your ‘wasiat’/will
writing starting from the 6th contract year. Furthermore, it
lets you contribute to zakat so you can fulfil your obligation as a
Muslim.

* You can customise your own plan, by choosing the protection amount, commitment period

and coverage period, to best suityour affordability, commitment level and needs.

High non-medical limit

» You can get covered for up to RM2.0 million with no medical check-up required

Maturity benefit

» Upon maturity, you will receive the total account value after the deduction of 2.5% of total

9 O ®

account value as zakat payout (if any)
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RAFIE OIVIAR & ASSOCIATES

Peguambela & Peguamcara /f Advocates & Solictors

RAFIE EIN ONIAR

Diplorma imn Law (MARA Institute OFf Techrnology)
LI B (Melbowrmne University, Awustralia)
M B A (IMARA Urniversity OFf Technology)

O19595-286 4737

No. 2A-2, Jalan Dagang 1 /1A, Taman Dagang
S38000 Ampang, Selangor Darul Ehsan

Tel / Faks - 0O3-4265 6219 | Emel - raﬁ'eogmr@gmail_com

Specialized Services:

Islamic and Conventional Estate Administrations
B Islamic and Conventional Wealth Planning
B Trusts, Foundations, VWWAQAF, HIBAH and INFAOQ

B Shari'ah Registered Financial Planner
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