Actuary
Published in London by the Staple Inn Actuarial Society

The

The magazine for The Actuarial Profession

www.the-actuary.org.uk

July 2010

Signs of age

The growing need for
longevity indices

6XijVgn
?JAN'%&%

Vg^VaHdX^Zin

Wni]ZHiVeaZ>cc6Xij

EjWa^h]ZY^cAdcYdc

I]Z
HJEEA:B :CIIDI

j`

HjeeaZbZci

I=:68I
=:B6<6 O>C:;DG

J6G>6AE GD;:HH>D

C

Ldg`^c\
dkZghZVh
gijc^in

lll#i]Z"VXijVgn#dg\#

6ldgaYd[deed

>C6HHD8>6I>DCL>I=

>ch^YZ/
L 8VhZhijY^Zh
g
L L]ViidXdch^YZ
gijc^i^Zh
L IgZcYhVcYdeed

Plus:
Special supplement:
Working Overseas

21/6/10 14:32:20

dd 1

P_0710_cover.in

001_ActuarySUP

Inside: Investment strategy • Pension risk • RDR • Financial reporting • Paul Fulcher Q&A • Jobs
001_Actuary_0710_Cover2.indd 1

24/6/10 16:17:16

The

Actuary

See page 5 for the editorial team
Incisive Financial Publishing
32-34 Broadwick Street,
London W1A 2HG
T +44 (0)20 7316 9000
Publisher/display sales
Philip Harding
T +44 (0)20 7316 9393
E philip.harding@incisivemedia.com

Editorial
July 2010

And so to the future...

Managing editor
Sharon Maguire
T +44 (0)20 7316 9016
E sharon.maguire@incisivemedia.com
Recruitment sales manager
Aisling Durrant
T +44 (0)20 7316 9493
E aisling.durrant@incisivemedia.com
Designer
Nicky Brown
Sub-editor
Sam Robson
Production manager
Matt Parle
T +44 (0)20 7316 9766
E matt.parle@incisivemedia.com
Group editor-in-chief
Anthony Gould
Group publishing director
Derek Peck
Print and distribution
Benham Goodhead Print Ltd, Oxon
Subscriptions
For subscriptions from outside the
actuarial profession: UK, Eire and
Europe: £50 a year/£5 a copy.
For the rest of the world: £75 a
year/£7.50 a copy. Please contact:
Alison Jiggins
The Actuarial Profession,
Staple Inn, High Holborn,
London WC1V 2QT
T +44 (0)20 7632 2100
E alison.jiggins@actuaries.org.uk
Students on actuarial science courses
at universities may join the Staple
Inn Actuarial Society for £6 a year.
They will receive The Actuary as
part of their membership. Apply
to: Membership Department, The
Actuarial Profession, Maclaurin House,
18 Dublin Street, Edinburgh EH1 3PP.
T +44 (0)131 240 1325
E membership@actuaries.org.uk
Changes of address should be
made known to the membership
department as above.
For delivery queries please contact:
Kim Ferrara
E kim.ferrara@incisivemedia.com
Internet
The Actuary website:
www.the-actuary.org.uk
SIAS website: www.sias.org.uk
Actuarial Profession website:
www.actuaries.org.uk
Circulation
19 964
(July 2008 to
June 2009)

www.the-actuary.org.uk

003_Actuary_0710 Editorial.indd 3

The verdict is in from the much-discussed UK Actuarial Profession
merger. After the 25 May vote, similar majorities were observed among
eligible voters for the Institute and the Faculty, although a much greater
turnout was evident for Faculty voters. We are all witness to the birth of a
new unified body no longer hampered by merger politics.
The formation of the Institute and Faculty of Actuaries has approval
from the Privy Council for a new Royal Charter and the body has a
global membership of some 21,000. I have had many a long debate about
the work of actuaries in years to come and whether, for example, scheme
actuaries will be an extinct breed. Latterly, however, a fellow actuary
asked me if we would have need for a professional body ten years from
now or indeed for formally trained actuaries at all. If you have a view on
the matter, I would be interested to hear from you.
This month’s magazine focuses on pensions and investment strategy.
Additionally, we hope you enjoy the special ‘Working
Overseas’ supplement that accompanies this issue.
Closer to home, we have some vacancies on
the editorial team. Jean Eu, former student
page editor and current deputy features editor,
and Matt Fewster and Finn Clawson, arts
editors, are soon to end their tenure. Many
thanks to them all for their commitment and
effort on the magazine over the years.
All that remains is to congratulate the new
and unique fellows of the Institute and Faculty
of Actuaries that will be announced this month.

Marjorie Ngwenya
Editor
editor@the-actuary.org.uk

Join the crew
If you are interested in joining the
features editing team, or taking on
the role of arts editor, please contact
Marjorie Ngwenya
editor@the-actuary.org.uk
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Letters to the editor
In which actuaries discuss policyholders, predictions and the profession

Letter of the month
Market-consistency
(Response to A. Koursaris and V. Knava)
I was interested to read the article ‘Is market-consistency the
answer?’ in the June 2010 edition of The Actuary.
I quote the following passage concerning a portfolio of withprofits contracts, in which I have italicised some key words:
“To make the example as realistic as possible, our model allows
for the management actions typically present in with-profits
business, such as dynamic bonus rates, equity backing ratios and
policyholder behaviour.”
My understanding is that it is especially difficult to allow for the
vagaries of what consumers might or might not choose to do. For
instance there could, in theory at least, be a “run on the bank”
situation at any time — particularly if some rumour, whether true
or not, gathers momentum.
I would be especially interested to know if the authors are
allowing for the possibility of widespread policyholder complaints.
These could mount up quite quickly perhaps as a result of
unfavourable press comment — possibly justified or maybe the
criticisms are unfounded. The desire to complain could spread
like wildfire.
Even if the complaints will all be rejected there will still be the
very considerable time and expense of dealing with these and
publicly defending the life office against the unfavourable publicity.
Of course, it will be far worse if the criticisms are justified. It
may be difficult or impossible to defend the demands for financial
compensation by policyholders as the bandwagon gathers force.
Maybe many complaints will be rejected only to be referred to the
Financial Ombudsman Service (FOS).

Merger success
I would like to offer a personal thanks
to everyone who has participated in this
historic event.
Everyone who has been involved in the
merger project is thrilled with the size of
the mandate you have given us (82.9% of
Faculty members who voted and 82.5% of
Institute members).
The profession is now faced with a

Should it transpire that FOS mostly upholds the complaints in
favour of the policyholders, the complaints bill can spiral out of
control. People would come to realise that they have justified
complaints and the deluge to be processed, and ultimately paid
out to the policyholders, could be highly damaging to the life
office’s financial strength and even threaten its solvency.
If the complaints are all successful, the policyholders
effectively have the option of a guaranteed surrender value since
they know they can complain whenever it suits them, so long as
they ensure their case is not out of time, and secure the payout of
their financial compensation.
I suggest that actuaries should ask the following question. Taking
business on the books and products still being written: “Are there
any products that are really unsound such that policyholders
would be able to complain and win compensation against the life
office?”.
If the answer is ‘yes’ I suggest the life office and its actuarial
advisers must consider how damaging a potential stampede of
complaints would be and, in particular, if most would succeed
in enforcing massive aggregate compensation payouts. This
would be akin to paying large quantities of guaranteed surrender
values and the further consequence is that those policies will no
longer be on the books as revenue from in force premiums.
I wonder if solvency rules can take into consideration
requirements for reserving against any potential successful mass
complaints from policyholders.
Anthony Pepper
31 May 2010

The writer of the letter of the month receives a £25 Amazon
voucher

unique opportunity upon which we
need to capitalise.
Once the charter is endorsed by the
Privy Council, and the Institute and
Faculty of Actuaries comes into being,
your Council will take advantage of this
unity to deliver on the following three
priorities.
1. We need to better position ourselves
with regulators and governments. We

need to have greater voice, visibility and
influence and fundamentally we need
to continue to build confidence in our
profession, and in the financial services
sector in which most of our members
operate.
2. Our employer engagement needs
to further improve. We need to be
demonstrating the relevance and value
of an actuary to employers beyond the

London » Zurich » Dublin » Hong Kong » Sydney
Tel: 020 8544 0417
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traditional employment set.
3. We need to better articulate the
transferable skills of an actuary to
industries where actuaries should be
a natural fit, but where we have little
penetration so as to provide our members
with increased career opportunities. This in
turn should allow us to market ourselves to
universities to ensure we have an increased
share of the best and the brightest
graduates.
I am grateful to every member who
engaged in the debate, be it at one of the
31 work place meetings held over the
last six weeks; as one of the members
who collectively viewed almost 6,300
pages of the microsite; as one of the 32
members who participated in a webinar;
in consultations on the governance
documents or the survey of names or as
one of the many members active on the
discussion forum.
I am also grateful to those members
who have demanded of Joint Councils to
improve the package further, as I firmly
believe that through this combination of
consultation, debate and critique that the
package you have just voted on is better
than the one we presented to you in 2009.
I am grateful to a number of volunteers
who have helped steer this process to its
successful conclusion. Without the active
contribution of many hours, in addition
to their normal chargeable hours and
workplace targets, this merger would not
have been possible.
I acknowledge and thank all members
of Joint Councils for their contributions
and particularly I thank Peter Tompkins,
chair of the group of volunteers driving
the project, Andrew Chamberlain, Jane
Curtis, Seamus Creedon, Trevor Llanwarne,
Katie Low, David Martin, Keith Miller, Nick
Salter, Paul Sweeting, Kenny Tindall, Alan
Watson and, of course, Nigel Masters.
I am confident that the Profession is
now in a much improved position to
bring better results to members in a more
efficient and effective manner. And I look
forward to helping that goal be realised.
Ronnie Bowie,
President,
Faculty of Actuaries
27 May 2010
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006-007_Actuary_0710 Letters.ind7 7

World Cup predictions (Response
to G. Becker and A. Kainth)
Having just read the World Cup article in
June’s The Actuary, I feel I should say that this
is a fantastic advert for maths — showing
how stats and probability can be interesting,
fun and useful. This is exactly the sort of
thing we should be showing to young people
to get them interested in maths.
I also happen to agree that the old
stalwarts such as Germany and Italy will
do better than expected and, as the model
suggests, could be worth a flutter as they
appear under-priced at the bookies.
Obviously, it is clearly meant to be a
bit of fun and should be taken that way.
However, this article could also be used as
a case study for one of the most common
errors junior or time-strapped actuaries can
make: running one type of model with one
set of assumptions only.
The model works very much like a chain
ladder model with the assumption of past
results repeating again in future.
a. Who hasn’t seen such a model
interpret no insurance claims in the first
development year as “whoopee, let’s party”
because there definitely won’t be any more
claims in future either!
b. In this model, Greece, Slovenia and New
Zealand, each country with no wins at
previous tournaments, end up with a 0.0%
chance of winning the cup. Greece was
similarly written off before Euro 2004 but
upset the odds to win the title.
c. So how about re-running the model
looking only at results from the last three

Your letters
The editorial team welcomes readers’
letters but reserves the right to edit
them for publication. Please e-mail
actuaryletters@incisivemedia.com
The deadline for receiving letters for
the August issue is 14 July.
or four World Cups to more accurately
reflect recent form? Or re-running again
to bring in actual head-to-head results
between nations? Over-the-top for a
fun article, sure, but this is the kind of
analytical approach that is required to
stress test and gain comfort on the results
of a model.
d. Why not bring in some collateral
information and hit the problem with a
Bayesian solution such as a BornhuetterFerguson model? Bookies aren’t often
wrong and the latest odds information was
shown but not used in this respect.
Having said all this, the model is fit for
purpose: to demonstrate how a complex
problem can be solved using maths and, as
the authors wrote, to promote discussion!
Paul Moorshead
2 June 2010

FIFA membership
Now that the Institute and Faculty have
merged, we become fellows of the Institute
and Faculty of Actuaries, or members of
FIFA. Does that entitle us to tickets for the
World Cup?
Edward Adam
7 June 2010
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Soapbox

Joanne Hindle

Joanne Hindle looks at the impact of the EU and the fifth Quantitative
Impact Study on UK regulation

All aboard the Euro train

A

s I write this, the consequences
of the election and coalition
government continue to be
discussed and it is clear the
markets are still jittery. While in the run-up,
much comment was made that the result had
already been discounted, we now need to
wait to find out if that is indeed the case in
the long run.
Of course, the election result is purely that
for the UK whereas, as we all know, much
more that affects us in our industry day to
day emanates from Europe — where the
EU itself is grappling with bigger problems
than our election result. How far will the
contagion spread from Greece, beyond
Portugal and Spain — could it too reach the
UK and also hit our markets whether for
equities or bonds?
The link from this to our very real
practical business concerns is plain: any
significant shift in value of equity or bond
holdings affects most financial services
businesses, whether from the effect on
our clients’ portfolios or our own capital
adequacy. Here, too, the EU has a major
impact with the forthcoming Solvency II
top of the list; by late 2012, its detailed
requirements will be driving the elements
of our holdings and perhaps quite
fundamentally changing the make-up of our
capital structures. The value, or any change
in it, of the equity market or downgrading

of bonds could have quite fundamental
effects on how we are able to fund our
required level of capital. There is a clear link
between our own recent election results, EU
contagion risk and capital adequacy.
In recent times, particularly the turmoil
following the credit crunch, the FSA was able
to take a pragmatic view and allow — indeed,
encourage — firms not to sell equities simply
to meet a level of capital adequacy, while
markets seemed to be in free fall. Such
pragmatism may no
longer be possible
once it is detailed EU
directives driving the
levels required and,
of course, the future
of the FSA itself is not
certain. Would any
successor body wish
to, or be permitted to, take a similar stance?
More immediately I am sure many readers
are gearing up for the fifth Quantitative
Impact Study over the autumn, as it is
expected that some 50-70% of insurance
firms across Europe will take part. I am very
torn about the QIS process. On the one hand
it is clearly good that the EU recognises the
importance of getting it right before the
detailed requirements become law. On the
other hand, though, can a piece of legislation
that requires at least five rounds of ever more
detailed testing be fundamentally correct

— is it not so intrinsically complex as to
be unworkable? How will it cope in a real
world where things happen: elections, bond
downgrades and even market free fall?
And Solvency II is itself only one example
of increasing regulation that often drives
our businesses decisions day to day coming
from EU not UK. Over the last few years
there has been quite a change in that
regulation, a change that the credit crisis
will only drive harder. Rather than the EU
looking at principles
and overarching
aims — with local
regulators given the
discretion as to actual
implementation — the
EU is now involved
at the most detailed
level, with no local
involvement other than in oversight and
enforcement. Again, this can be good; it
removes opportunities for ‘gold plating’ and
helps ensure a level playing field. But it will
also continue to force the EU to develop the
detail that works across every market, and
hence to require QIS equivalents for perhaps
many significant pieces of regulation. One
factor I didn’t mention about QIS is that,
whatever its benefits, it is time-consuming
and costly.
So on balance I feel we are at quite a
watershed in the regulatory environment.
One where it is clear that local regulators
will have less power going forward, where
the EU will be involved at a much more
detailed level but where local events will
continue to have, sometimes a large, impact.
It remains to be seen how these two factors
will interrelate in practice and whether
the pragmatism of local regulators can be
replicated by those working across the EU.

» There is a clear

link between our own
recent election results,
EU contagion risk and
capital adequacy

«

Joanne Hindle is a consultant to the financial services
industry and is currently chair of the Investment and
Life Assurance Group
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Events in brief
Current issues in life assurance
(CILA) II
1 September, Staple Inn, London
Delegates will hear from leading experts
in the industry to help keep them up to
date on where the industry is going and
the challenges that actuaries, and those
who rely upon actuaries, will be facing in
coming times. This is an important seminar
for all actuaries, in particular practising
certificate holders. It is aimed primarily at
senior life assurance actuaries and their
advisors. It will aso be of interest to all
those who work in, or advise on, the life
assurance market in the UK and Europe.
For further information, visit www.
actuaries.org.uk/conf_flyer/cila20100901

Over 80% of members voting give resolution their backing

Variable annuities seminar: bridging
the divide
17 September, Staple Inn, London

Reminder to make CPD declaration

This seminar will confront the issues and
challenges associated with a volatile
financial environment together with a
moving regulatory landscape. The event
will equip attendees to understand these
issues better and move beyond the
challenge to deliver meaningful client
products and appropriately reward the
companies that provide them. For further
information visit www.actuaries.org.
uk/conf/variable_annuities

Fellows and Associates who are Fully
Regulated and in Categories 2, 3 or 4
need to ensure that they have made their
appropriate CPD declaration and completed
sufficient CPD activity for the reporting
year 1 July 2009 until 30 June 2010.
Please log on to the members section of
the website www.actuaries.org.uk and update
your record as soon as possible. Don’t
be caught out by leaving it until the last
minute. Your user name is your ARN and
your default password is your date of birth
typed as dd/mm/yyyy.
If you require any assistance with

GIRO conference and exhibition
12-15 October, Celtic Manor,
Newport, Wales
The programme for the GIRO conference
and exhibition 2010 is complete and
should have landed on the desks of all
actuaries with an interest in general
insurance, as well as being available on
the Profession’s website. The theme is
‘Actuarial impact – rising to the challenge’.
Plenary sessions will cover areas such as
pricing, professionalism and standards, risk
management, reserving and Solvency II.
Keynote speaker Nigel Barlow is a
leading authority on innovation, creativity
and customer service. There will also be
over 60 workshops on a range of topics.
As GIRO regulars will know, it is not just
about the technical actuarial content. It
is an opportunity for general insurance
actuaries to catch up and exchange
ideas so, as usual, the committee have
organised a variety of social events.
Event manager: Dawn McIntosh:
dawn.mcintosh@actuaries.org.uk
For more details, see page 37.
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Privy Council gives seal of
approval for merger
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When the Privy Council met on the week
commencing 6 June 2010, the Queen in
Council allowed amendments to be made
to the Charter of the Institute of Actuaries,
allowing the creation of the Institute and
Faculty of Actuaries.
The Charter was put before the Privy
Council following the vote on 25 May
2010 when voting members of the Faculty
of Actuaries in Scotland and the Institute
of Actuaries voted in favour of resolutions
to merge the two organisations and form

the Institute and Faculty of Actuaries.
Of those Faculty members who voted,
82.9% voted in favour of the resolution
to merge and 82.5% of Institute members
who voted voted in favour of the
resolution to merge. The votes took place
at separate general meetings in Edinburgh
and London.
Members will be kept up to date with
the merger process and timetable and will
shortly be receiving a letter outlining the
practical implications of the merger.

completing your CPD record, please contact
us at: cpd_feedback@actuaries.org.uk

Views sought on conflicts of interest
The Profession is well aware that conflicts
of interest affect actuaries, either in reality
or in perception and believes that the
majority of conflicts are managed and
resolved successfully. However, concern
exists about the extent and nature of
unreconciled conflicts and how best to
handle them.
Through its discussion paper on
conflicts of interest, the Profession seeks
the views of actuaries and their employers,
and other interested parties, including
users of actuarial advice and regulators,
about their experience of conflicts.
The Profession has also prepared two
questionnaires to accompany the paper
which will gather evidence and views on
how conflicts of interest — an issue not just
for the Actuarial Profession — can best be
managed and reconciled in today’s context.

Copies of the discussion paper and
questionnaires can be downloaded from
the Profession’s website at www.actuaries.
org.uk/news/conflicts_interest. The closing
date for responses is 1 September 2010.
Ideally, we would be extremely
grateful if you could complete the online
questionnaire available at the above web
link. However, if you would prefer to
complete the questionnaire offline, please
use the Word versions given and return
them by email to conflicts@actuaries.org.uk
or by post to: Conflicts of Interest Project,
The Actuarial Profession, Maclaurin
House, 18 Dublin Street, Edinburgh
EH1 3PP.
If you have any queries, please contact
Fiona Goddard fiona.goddard@actuaries.org.uk
or tel: +44 (0)131 240 1302.
Thank you for your time.

www.the-actuary.org.uk
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Disciplinary tribunal determinations
For further details of any of the following,
please contact the Clerk to the Tribunal
Panel, Mark Walters, at Staple Inn:
mark.walters@actuaries.org.uk or
tel: +44 (0)20 7632 2189.

respondent made a submission to have the
matter adjourned which was granted by the
Panel. The next hearing will be heard on a
date to be confirmed.

Mr Craig Gordon Hopewell, AIA 1977

Mr Ian William Hamilton Pope, FFA
1985

Mr Johan Grundlingh

A hearing of the Institute of Actuaries
Disciplinary Tribunal was held at 10.30 on
29 April 2010 at the International Dispute
Resolution Centre to consider allegations
concerned with CPD non-compliance and
failure to co-operate with a disciplinary
investigation.
The Tribunal dismissed all charges
concerned with CPD non-compliance,
however they found misconduct against
the respondent in respect of the allegation
that he had failed to co-operate with a
disciplinary investigation and imposed a
reprimand accordingly. A full copy of the
determination, including the Tribunal’s
reasons, is available on the Regulation pages

A hearing of the Faculty of Actuaries
Disciplinary Tribunal was held at 10.30 on
13 and 14 April 2010 at the International
Dispute Resolution Centre to consider
allegations that the Respondent had in
his capacity as scheme actuary issued an
actuarial valuation of the Scheme which
was inappropriate.
The Tribunal found the allegations
proved and imposed a reprimand and a
contribution towards costs of £2,000. A
full copy of the determination, including
the Tribunal’s reasons, is available on the
Regulation pages of the Profession’s website,
here: www.actuaries.org.uk/
DiscB_Determination_Pope.pdf

A procedural hearing of the Faculty of
Actuaries was held at 10.00 on 27 April
2010 at Staple Inn to consider allegations
concerned with CPD non-compliance. The
Faculty made a submission to amend the
charge which was granted by the Panel and
adjourned. The next hearing will be held on
a date to be confirmed.

Mr Saul Chanan Goodman
A procedural hearing of the Institute
of Actuaries was held at 14.30 on 29
April 2010 at the International Dispute
Resolution Centre to consider allegations
concerned with CPD non-compliance. The

of the Profession’s website. Visit
www.actuaries.org.uk/
DiscB_Determination_Hopewell.pdf

Faculty Past Presidents’ Dinner

Life conference

Ronnie Bowie, President of the Faculty
of Actuaries in Scotland, hosted a dinner
for Past Presidents at Maclaurin House,
Edinburgh on 14 June 2010. The photo
shows those who attended (back row
L to R standing): Richard Maconachie
(Faculty Secretary), Gordon Bagot (Leader
of the new Scottish Board), Malcolm
Murray, Alistair Neill; (middle row L to
R) Nigel Masters (President of Institute of
Actuaries), George Gwilt, Tom Ross, Harvie
Brown, Paul Grace, Fraser Low; (front row

Your company can take part in the largest
exhibition and sponsorship opportunity
provided by the Actuarial Profession.
Around 900 delegates are expected to attend
this year’s Life conference which takes
place from 7–9 November at the ICC in
Birmingham.
You can be part of this by displaying
your company’s exhibition literature or by
sponsoring an item given to the delegates
such as the conference notepad or even that
all important morning bacon sandwich!
For further information visit:
www.actuaries.org.uk/conf/life2010

L to R) David Martin (Deputy Leader of
the new Scottish Board), Stewart Ritchie,
Ronnie Bowie, John Wallace, Bill Morrison
and Joe Macharg.
The Presidents’ dates are: John Wallace
1973-1975, George Gwilt 1981-1983, Joe
Macharg 1985-1987, Bill Morrison 19871989, Alistair Neill 1990-1992, Malcolm
Murray 1994-1996, Paul Grace 1996-1998,
Fraser Low 1998-2000, Tom Ross 20022004, Harvie Brown 2004-2006, Stewart
Ritchie 2006-2008.

Recent publications
The 2009/2010 annual report is now
available to read here: http://bit.ly/cO8Oe0.
Thanks to all the members who took the
time to contribute to the report.
The 2010/2011 corporate plan can be
read here: http://bit.ly/bbKQkt

Archie and the Actuaries’ Code
In last month’s issue of The Actuary (June
2010), Archie and the Actuaries’ Code
— part 3 was listed with the incorrect URL
of www.actuaries.org.uk/874610.
Please note that correct URL should be
www.the-actuary.org.uk/874610. We apologise
for any inconvenience caused.

www.the-actuary.org.uk
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News

Profession

New pensions minister’s first debate
The new minister for pensions, Steve
Webb MP, made his first public appearance
speaking at a debate in Staple Inn.
The minister was taking part in a debate
organised jointly by the International
Longevity Centre-UK and the Actuarial
Profession entitled ‘Pensions reform after
the election: how the consensus can be
maintained’.
The debate, which featured a number of
eminent speakers,
including Baroness
Patricia Hollis, a
former parliamentary
under-secretary
of state at the
Department for Work and Pensions,
examined the future of pensions provision
in Britain, both private and state, and
considered how the challenge of providing
for future generations could be met.
The minister spoke of the challenges facing
pensions provision in the UK and, while there
were no new policy announcements, he made

a number of pledges which met with approval
from the audience.
Recognising the need for an holistic view
of pensions, he said: “At the start of a new
government, the time is right to look at the
big picture. Pensions policy has suffered
from the curse of incrementalism. In the
past, coherent systems have been tinkered
with to the extent that they no longer
function properly.”
He continued: “The state pension must be
the foundation on which all other pensions
policy is based and we will help ensure this
by restoring the link
between pensions and
earnings.”
Charles Cowling,
chair of the Actuarial
Profession’s pension
committee and co-chair of the debate
said afterwards: “It is heartening to hear a
pensions minister look to the long term.
Commitments towards simplification and
giving people greater choice, including
scrapping the mandatory retirement age,
are welcome. The time for a frank and open
debate on pensions is now. It cannot wait
any longer. And the Actuarial Profession will
play its part in ensuring that this debate is
informed with fact and shapes a sustainable
and fair pensions system.”
Baroness Sally Greengross, chief executive
of the International Longevity CentreUK and the other co-chair of the debate
added: “A whole new approach is needed
if we are to deliver a future pension regime
which is fair, sustainable and helps tackle
pensioner poverty. It was clear from the
debate that there is significant consensus
on the objectives of future pensions reform.
Pension reform is too important to become
a political football.”
The debate was part of a series of joint
seminars organised by the International
Longevity Centre-UK and the Actuarial
Profession. The next debate is on 3
November 2010, again at Staple Inn, and
is entitled: ‘The economics of preventative
health’. It will look at a number of questions
including:
n Does an ageing society make preventative
healthcare a necessity?
n How can the economic benefit of health
prevention best be assessed?
n How can preventative healthcare support
continued employment and well-being in
the over 50s?

» The state pension must
be the foundation on
which all other pensions
policy is based

Steve Webb MP at Staple Inn

Left to right: Noreen Siba (ILC-UK), Charles Cowling (Actuarial Profession), Baroness Sally Greengross
(ILC-UK), Steve Webb MP (Minister for Pensions), Caroline Instance (Actuarial Profession)

Save the date
Highlights of the Pensions conference
2010
23 September, Staple Inn, London
30 September, Radisson Blu, Edinburgh

Momentum conference 2010, 8-10
December, Celtic Manor, Newport

12
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The conference is designed for professionals
working in pensions, life insurance, general
insurance, investment or health and care.
The programme is developed for actuarial
students just joining the profession, through
to recently qualified actuaries and those with
up to five years’ post-qualified experience.
Further information will be available shortly
on the Profession’s website.

«

Further information will be available on the events
section of the Profession’s website at
www.actuaries.org.uk

www.the-actuary.org.uk
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News

Education

Institute diploma ceremonies

Nigel Masters, Institute president, with new fellows at the diploma ceremonies that took place on 20 and 21 May at Staple Inn

Nigel Masters with (from left) Chris Daykin, new associate Zhang Jiajia, and new
fellows Qu Ling and Xu Xiaowei at the recent diploma ceremony in Shanghai

14
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Nigel Masters and Chris Daykin with new fellows Shan Gang, Guo Dan and
Zhao Fei at the recent Beijing diploma ceremony

www.the-actuary.org.uk
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Member-led research: £50,000
to boost working parties
The Management Board has approved
£50,000 to boost member-led research.
The Profession sees member-led research
as important to the future development
of actuarial thought, with it often
acting as the platform for future initiatives
or CPD.
The current economic climate has
sometimes made it more difficult for
members to progress working party
research as fast as they would wish,
needing to focus efforts on employers’
priorities rather than on volunteer
activities for the Profession. The additional
funds will supplement the more modest
funds already available to support
member-led research available through the
Member Support Executive
Committee (MSEC).
Practice area executive committees
and member interest groups (MIGs) are
being encouraged to inform any research
working parties in their areas about the
additional funds that are now available
and investigate whether the projects
would benefit in some way. Any bids for
funding should be made via the practice
area or MIG managers and should have
the support of the relevant practice area
executive committee or MIG committee.
These will be then submitted to the
Member Support Executive Committee
(MSEC) for consideration.
The information that is required is
given on the current website

www.actuaries.org.uk/knowledge/research/
applying_for_funding. Funding is limited
and MSEC may not be able to approve all
applications made.
Priority will be given to bids where it is
clear that the additional funding will have
a material effect on the project, perhaps
with a longer time horizon of more than
a few months, and provide some thought
leadership material/opportunities.
The funding will be open for the whole
of the budget year to February 2011 and
new proposals can be considered at any
MSEC meeting.
The help requested for member-led
research can be of different forms, for
example:
n To fund a researcher for a short period
(3-6 months, say) to undertake some data
collection or analysis, a survey of current
practice or of existing material, or to
synthesise the existing research already
undertaken by the working party
n To fund some additional administrative
help such as organising meetings, writing
up notes or organising events
n To fund travel to meetings for academics
or retired members who might not
otherwise be able to take a full part in the
research
n To fund a survey of relevant thoughtleaders, members of the public, or other
organisations.
For further information contact
Ruth Loseby ruth.loseby@actuaries.org.uk

Prize presentations at Staple Inn
At Staple Inn on 10 May, Professor Paul
Sweeting presented Anne Butterfill with the
Towers Watson Prize for Financial Economics
for her performance in the September 2009

examination and Jennifer Butler with the
International Underwriting Association Prize
for General Insurance for her performance in
the September 2009 examination.

Anne Butterfill receives her prize

Jennifer Butler receives her prize

www.the-actuary.org.uk
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News in brief
Are you sitting comfortably?
Did you know that one of the biggest
complaints from students sitting exams
is about the desk size? This April we
trialled larger desks in our London centre.
Tell us what you thought by e-mailing
examinations@actuaries.org.uk.

CT7 economics textbook updated
The 4th edition of the textbook Economics
for business by Sloman, J and Hinde, K,
which is used for the 2010 exams for
subject CT7 Business Economics, is no
longer available from the publishers. The
replacement 5th edition contains the
same theory and has an updated format
and more recent examples in a number of
places — in particular, updated to include
reference to the recent banking and credit
crises. The September 2010 paper has been
drafted to reflect the 4th edition. However,
as the theory covered is the same, students
who use the newer version should not be
disadvantaged. For the 2011 exams the
5th edition, Economics for Business & CWG
pack only will be used. Copies are available
to borrow from the Profession’s libraries
and to buy from the Publications Shop.

New AAS out now
Annals of Actuarial Science, Volume 4,
Part 2 has recently been published and
contains papers on Tax efficient choices
in the UK; Modelling income protection
claim termination rates by cause of
sickness – I: recoveries II: mortality of UK
assured lives and III: mortality; Calendar
year effects, and claims inflation and
the chain-ladder technique, along with
papers from actuarial journals worldwide
and a number of book reviews. Electronic
access is available free to members
— simply log onto the website and follow
the links from the Knowledge Services
page. Hard copies can be requested from
Nicky Wilkinson at Napier House
nicky.wilkinson@actuaries.org.uk
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News analysis

Industry

New regulatory broom sweeps clean
Proposed FSA break-up will add to burden of regulation, with more to follow for banking community
As befits any new government, there is a
‘not invented here’ tone to the coalition’s
assessment of the structures of the past.
So the Financial Services Authority (FSA),
that shiny new regulatory consolidation
of New Labour that gave us thousands of
pages of detailed rules, is to be broken up,
according to chancellor George Osborne’s
signals to the City in his Mansion House
speech.
The real reason for the shake-up is
not that the FSA has been unable to deal
with the micro-regulation of everything
from friendly society business to payment
protection insurance. It is that the major
macro-regulation of the economy — and
the risks inherent in it — has appeared
to many commentators to suffer from
fragmentation among the Treasury, the
Bank of England and the FSA.
So in future the Bank of England will
have a new Financial Policy Committee to
oversee the macro-economic issues.

Will Euroland survive?
Euroland risk remains a threat to global
stability according to Towers Watson, which
believes the recent policy moves indicate that
the global financial crisis is still a lingering
threat to the financial and economic system.
According to Robert Brown of Towers

16

The other two stools to the regulatory
structure will be the Prudential Regulation
Authority — a part of the Bank of England,
which will be headed by the current FSA
chairman and charged with seeing that
firms operate correctly and are properly
capitalised — and the Consumer Protection
and Markets Authority, for which the
Bank will have oversight, responsible for

regulating the conduct of business.
Like so much else in life, the changes are
scheduled to be completed in 2012.
Perhaps more ominously for some,
the chancellor has indicated that a new
‘independent commission’ headed by Sir
John Vickers will look into the possible
break-up of the big banks, perhaps splitting
investment and retail banking.

Watson: “Markets generally ignored credit
risk in sovereign bonds before 2008. Now,
the recent elevated level of sovereign spreads
is probably not supported by the credit
fundamentals”.
The firm maintains that it will be
extremely important to monitor the
implementation of the announced support

programme as well as the progress made in
consolidating fiscal policy and rebalancing
the European economy.
Brown added: “The main issue
for public policy, within and outside the Euro
area, is not the current level of government
debt, but the size of structural deficits and the
implied transition path for future debt levels.”

Another ticking pensions timebomb

Engaging matters

Not the ageing population or falling
investment returns this time. The
timebomb here is the clock ticking towards
changes to public sector pensions. Another
‘independent commission’ was set out in
the UK government coalition agreement
to look into the future of public sector
pensions and rumours abounded that it
would be established very quickly. Instead,
a series of speeches and comments from
ministers appears to be softening people up
for change to come.
Nick Clegg criticised what he called
“unreformed gold-plated” public sector
pensions, as uninformed news reports
told us that the new Office for Budget
Responsibility predicted that spending
on them would more than double by
2014/15. In fact, the Treasury currently

The chief executive of the Financial Reporting
Council (FRC) has issued a clarion call
for better shareholder engagement, as the
Council publishes a new Stewardship Code
for investors.
According to Stephen Haddrill, the code
will operate on a ‘comply or explain’ basis
for UK fund managers who will be expected
to comply with the code or explain their
reasons for not doing so. “Without a critical
mass of engaged investors, boards are not
held to account, and the call for regulators
to take more direct action is hard to resist
— with all the implications that has for a loss
of flexibility in the way companies are run,”
he said.
He also expressed the hope that investors
based outside the UK would wish to take up
the principles of the new code.
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tops up public sector employer and
employee contributions by £4bn in order
to meet pension payouts of £24bn after
contributions of £20bn. This top-up is
expected to rise to £9bn to meet payouts
of around £36bn after contributions
of around £27bn so that the pension
spending itself only rises by 50% including
inflation.
Mr Clegg nevertheless called the increase
“unfair and unaffordable”. The Unison
general secretary Dave Prentis, saying that
measures had already been taken to control
costs, suggested that the figures were being
used to build up an aura for cuts.
At the time of going to press, there was
no news on the new commission, which
may have seen the light of day in the
chancellor’s 22 June Budget.

www.the-actuary.org.uk
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News

Industry

From the world of general insurance
Fall-out from the global financial crisis
Lord Levene, the chairman of Lloyd’s, has
added his voice to those opposing the
inclusion of insurers within the scope of a
levy on financial institutions, as advocated
by the International Monetary Fund (see
these columns last month). He stressed
that the problems did not emanate from
the insurance sector and expressed concern
about the attitude of the Conservative party
(now leading the UK coalition government)
towards the Financial Services Authority,
on the grounds that any proposal to have
insurance regulated by the Bank of England
must recognise the fundamental differences
between banking and insurance.
The Organisation for Economic
Cooperation and Development (OECD) has
stated its belief that insurers were partly
responsible for the financial crisis as they
issued financial guarantee products that
made complex structured products more
attractive to investors. As a consequence,
it thinks greater supervision of insurers
is necessary. In particular, it proposes
enhanced cross-border supervision,
elimination of regulatory gaps and increased
corporate governance. Nevertheless, it does
accept that insurers were only to a limited
extent responsible for the problems.

Solvency II
The implementation of the new Solvency
II regime appears likely to be deferred,
probably to 1 January 2013, a delay of two
months. The suggestion initially came from
a leaked European Commission document,
and was reinforced when a European Union
commissioner called for the introduction
to be aligned with companies’ year-ends,
which would suggest 31 December 2012.

Large losses
Explosion on oil rig in Gulf of Mexico, US
– 20 April
BP confirmed soon after the event that
its relevant insurance was placed with
its Guernsey captive, Jupiter, which is
believed to buy no reinsurance. However,
BP had only a 65% share in the project
and it is thought that its partners
(Anadarko Petroleum Company, with 25%,
and Mitsui & Co, with 10%) will be jointly
responsible with BP for the clean-up. It
is understood that Anadarko’s insurance
is placed in London and led by Catlin,
and Anandarko is also a member of Oil
Casualty Insurance Limited, the excess
liability mutual for the industry, whereas

18
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The Economic Intelligence Unit reported
in mid-May on a survey of UK insurers into
their readiness for Solvency II — it warned
that over a third of respondents believed
that the industry would be unable to comply
by the end of 2012. Specifically, the unit
stated that the primary focus over the next
six months should be data infrastructure,
data quality and data handling.
In early May, Michaela Koller, directorgeneral of the Comité Européen des
Assurances, made the point that excessive
capital requirements would harm the
insurance industry, the economy and
society. She said that the financial crisis
could not be used as justification for such
high capital requirements, believing that
the measures proposed under QIS5 were
unduly conservative.

Pollution development
Trafigura, one of the world’s largest oil
trading companies, is faced with a bill of
around £149m in relation to its illegal
dumping of toxic waste in Ivory Coast in
August 2006. About £30m is the amount
of the compensation being paid to around
29,000 local claimants who fell ill after
the dumping — another £105m is for legal
fees for the plaintiffs’ lawyers and £14m
relates to the company’s own legal costs. It
is believed that insurance is placed with a
captive company.

Job cuts at RBS
In May, Royal Bank of Scotland announced
plans to cut a further 2,000 jobs in its
insurance operations in preparation for the
forced sale of this business, which includes
Churchill, Direct Line, Green Flag and
Privilege. The cuts are expected to fall on the

Mitsui’s coverage is in the Japanese
market. At the end of April, oil started
washing ashore in Louisiana. In early
May, it was revealed that legal cases
were being initiated against Cameron
International, which supplied the wellhead equipment that allegedly failed
to prevent the blow-out of the oil well.
Cameron has US$500m in liability cover,
US$350m placed in Bermuda and the
remaining US$150m in the US market led
by Chartis. The rig’s owner, Transocean,
has a US$1bn liability policy. The overall
insured loss has been estimated in the
range US$1.5bn to US$3.5bn, and this is
likely to increase insurance premium rates
in the offshore energy industry.

head offices in London and Edinburgh, with
500 jobs being replaced by cheaper staff in
locations offshore. The company stressed
that it would keep compulsory redundancies
to a minimum, but a significant proportion
of cuts previously announced has resulted in
compulsory redundancy.

Regulatory and legal developments
The UK Financial Services Authority (FSA)
has warned insurance brokers that they must
do more to minimise the risk of becoming
involved in bribery and corruption. The
FSA believes that some brokers’ systems and
controls contain serious weaknesses, which
could result in the payment of inducements
to third parties to win business. Failure to
rectify the situation may result in FSA action
against those responsible.
President Obama’s 2011 budget proposal
contains measures that aim to deny tax
deductions to foreign insurers and reinsurers
— this is similar to those contained in
Senator Dodd’s recent financial reform
bill. The proposals were criticised by the
European Union as being contrary to US
trade agreements, including the World Trade
Organisation’s General Agreement on Trade
in Services. However, at the first attempt
in mid-May, the Senate failed to obtain
sufficient support to pass the measures.
The Financial Ombudsman Service in the
UK has disclosed that it resolved a record
166,321 disputes in 2009/10, a 46% increase
on the previous year. Half of these cases
involved compensation being paid by the
financial institution. 30% of these involved
payment protection insurance (PPI), a 58%
increase on the PPI referrals — this was
the main reason for an overall increase of
38% in the number of insurance disputes
handled. In contrast, the number of motor
insurance disputes was down by 13%.

For more general
insurance news
More news on the following items can be
found on the website:
n Fall-out from the global financial crisis
n Regulatory and legal developments
n Lloyd’s
n UK motor insurance
n Marine developments
n Space developments
n Ash from the Eyjafjallajökull volcano
n Catastrophe bonds
n Scottish Lion sold
n Large losses
Visit www.the-actuary.org.uk/874696
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Tuesday 13 July
Economic rationale for defined
contribution investment solutions
Staple Inn,
High Holborn,
London
5:30pm for 6pm start

Friday 23 July
Summer Boat Party 2010
The Golden Jubilee,
Temple Pier,
London
6:15pm for 6.30pm start

Saturday 14 August
Five-a-side football tournament
Powerleague Catford
Private Banks Sports Ground
Canadian Avenue
London, SE6 4SW

Programme event
Yumeng Zhang will present a paper entitled:
Economic Rationale for Defined Contribution
Investment Solutions: All we need to know, which
gives a comprehensive review of the economic
rationale that should be considered when
designing investment strategies for a DC pension
plan, including equity mean reversion, fixed vs
dynamic asset allocation, annuity risk matching,
human capital, as well as touching on some of the
behavioural features of DC plan members.
Recently, there have been some innovative ideas

around DC investment solutions in both growth and
pre-retirement phases. However, it is surprising
there has been no research using historic market
data to compare the performance of different
strategies. The author is therefore motivated to
produce some back-tests in the paper on different
types of DC investment solutions.
There is no need to register in advance for this
event. Refreshments will be available from 5:30pm
for a 6pm start. Following the meeting there will
be a free drink and buffet at a nearby pub.

Social event
It’s hot and it’s time to float — all aboard The
Golden Jubilee for the party of the year. The action
will kick off at 6:15pm at Temple Pier. Be sure to be
on time, though, as the boat will leave at 6.30pm
on the dot.
Once aboard you will be greeted by welcome
drinks and then the real party begins. Be ready
to set sail and be blown away for an action-

packed evening along the Thames, full of dancing,
entertainment and plenty of food and drink.
Visit www.sias.org.uk closer to the date, for
details on party theme and dress code.
Tickets are like gold dust, so be sure to reserve
them quickly. Tickets cost £10 for members and
£15 for non-members. To reserve a place, please
e-mail Taha at tahajamilahmad@hotmail.com

Social event
FIFA brings you the World Cup. SIAS brings you fivea-side. After watching the world’s best footballers
showing off their skills on the world stage, it’s time
for you to take the SIAS centre stage and show off
the skills and tricks you’ve learnt.
Football fans don’t miss out; come and experience

a day of suspense, competition and pure fun.
Teams of up to seven people can be entered for
£50 per team (plus £5 per non-SIAS member)
To enter please e-mail Taha tahajamilahmad@
hotmail.com. Places are limited so please reserve
your team a place early to avoid disappointment.

12:00pm

Tuesday 2 November
Jubilee lecture
Details to follow

Save the date
SIAS celebrates its centenary this year, and what
better way to mark the occasion than by attending

this extra special programme event. Be sure to save
the date, and look out for more details to follow!

For details of events, visit www.sias.org.uk
www.the-actuary.org.uk
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News

People/Society

Jethro De Decker takes second place in
7,500-mile bicycle ride across Africa
Faculty member wins the Maasai Steppe section en route
Crossing Africa from north to south, and
covering almost 7,500 miles (12,000 km) in
four months, the Tour d’Afrique is a test of
mind, body and bike. Tour d’Afrique is the
world’s longest bicycle event, attracting a
record number of entrants for 2010. Riders
from 14 countries test their limits in this
annual expedition from Cairo to Cape
Town.
Jethro De Decker, 27, a member of the
Faculty, recently completed the challenge
on 15 May in Cape Town, taking second
place in the men’s section. He successfully
pedalled past the great pyramids of Egypt,
tackled the epic climbs of Ethiopia and
braved the notorious lava-rock desert of
northern Kenya. He then went through the
boulder-strewn dirt of Tanzania to the tiny
country of Malawi, with its breathtaking
mountains, expansive lake and incredibly
friendly people. The flat long roads of
Botswana followed, then Namibia’s most
magnificent wilderness areas and open
landscape.
Among Jethro’s achievements during
the tour was winning the competitive
racing category of the Maasai Steppe
section, between Nairobi in Kenya and
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n Panayiotis (MetLife) and Emily
Demetriades (Ace) are pleased to
announce the safe arrival of their second
daughter, Nefeli Elsia, born at home in
Athens on 8 April.

Marriages
n James Tanser (Towers Watson) married
Anne Keller on Saturday 1 May at St Mark’s
Church in Reigate.

Deaths
n Charles Michael O’Brien (known as
Mike), president between 1976-1978, died
on 26 April 2010 at the age of 91. He joined
the Institute as a student in 1936, and was
admitted as a fellow in December 1949. An
obituary will follow in the August issue.
n Cecil John Baker died on 15 April
2010, aged 94. He became a fellow of the
Institute in 1948.
n Debabrata Basu died on 10 February
2010, aged 83. He became a fellow of the
Institute in 1959.
n Timothy Richard Lloyd-Williams died
in December 2009, aged 73. He became a
fellow of the Institute in 1959.
n Gummar Wenceslaus D’Souza died on
17 November 2009, aged 80. He became a
fellow of the Institute in 1965.
n Edward Michael Truscott (Ted) died
on 2 February 2010 aged 67. He became a
fellow of the Institute in 1982.

Mbeya in Tanzania. At one point, the dirtloving racer held a lead of more than two
hours over his competitors. A fellow rider
admitted Jethro was just too fast: “He went
flying past me like I was standing still!”
Jethro completed the challenge in
414 hours. “There were times when
riding caused me a lot of pain,” said
Jethro. “Riding 70km/hr downhill and
then having to crawl to only 7km/hr
up hills has been rough, especially with
a headwind. I thought this trip would
redefine my limits, but it has taught me
that there are no limits. This challenge is
much more in your head than you might
expect. I think I’m stronger mentally than
I am physically, and that’s all I needed.”

The journey takes approximately
120 days, of which 96 are cycling days,
averaging 80 miles each day.
Now in its eighth year, the Tour
d’Afrique holds the Guinness World Record
for the fastest human-powered crossing of
Africa.
Review by Kelvin Chamunorwa

of food and free cocktails at the final bar
ensured that people continued onto the
next challenge.
The games included physical ability (pub
golf), mental agility (identifying that it is
the SIAS centenary this year), creative skill

(design a SIAS vodka shot) and complete
mystery (I am thinking of a number
between one and ten. This number is within
all SIAS events. What number am I thinking
of? Answer: seven). The rewards were
points, and a chance to win prizes.
In third place was Martin Walshaw (Friends
Provident). In second place came Richard
Purcell (Pension Corporation). The winner
was Craig Fothergill (RSA) with 53 points — a
worthy winner, having devised a vodka shot
called CA3 FA. The flavour? “Sour Grapes”.
Thanks to everyone for coming and
making it such an enjoyable event.
Review by Alvin Kissoon

SIAS pub crawl
The SIAS pub crawl was held on Thursday 13
May, and 66 people took on the challenge
of completing the gruelling course of six
pubs and the various games. This was also
an opportunity to explore the sights of the
City and network with other actuaries.
The evening began in Monument, where
participants were treated to the first drink
on SIAS. On completion, the various groups
set off on the route – however, some
strategy was involved to work out the most
profitable approach. The temptation was
there to stay for ‘one more’ but the lure

Births
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7th Médecins Sans
Frontières treasure hunt

Actuary on the run
Vanessa Smart looks back at her London
Marathon experience
The weather forecast had predicted the
day of the London Marathon, Sunday 25
April, would be the hottest day of the year!
Despite that, it was a gloomy morning as
I made my way with trepidation to the
start of the race at Blackheath. There was
already a general buzz of excitement on the
train, accentuated briefly by the apparition
of three cute baby foxes appearing in a
den on the side of the railway line. Even
hearing my fellow runners discussing how
many toenails they normally lose during a
marathon couldn’t dampen my spirits!
As I followed the crowds crossing
the picturesque Blackheath common,
the clouds closed in further and soon
thousands of runners were huddled and
shivering into the couple of changing tents
that had been provided trying to escape
from the pouring rain, while fighting down
mounting nerves.
At 09.45 we were off on the 26-mile
challenge and the temperature soon started
to rise. The early morning rain was a
distant memory in the heat and humidity
of the race.

Pub crawl with a conscience

It is difficult to describe what a moving
and exhilarating experience it was running
the London Marathon. The crowd support
must be unparalleled to that at any other
race and it was vital in getting me through
the gruelling final six miles. Seeing all the
unbelievable costumes that people wore
to run the marathon made the day all the
more special.
A huge thank you to everyone who
supported me and sponsored me (including
SIAS). I was running in aid of the Hospice
of St Francis (Berhamstead) in memory of
my friend Hazel Burrows. Overall, it was an
amazing experience and will remain one of
the most memorable of my life.

Fancy an afternoon
in Clapham,
London, solving
puzzles, working out
clues and perhaps
stopping for a refreshing
beverage along the way? Then
sign up a team now to take part on
Saturday 10 July!
The event starts at 14.00 and culminates
in a BBQ and prize-giving ceremony around
19.30. Each team member will be given an
event T-shirt sponsored by OdysseyRe and,
upon completion, will be presented with
their very own team photo as a memento
of a wonderful day.
Teams should consist of no more than
four people and the entry fee is £10 per
person. As well as this being for a fantastic
cause, there are some amazing prizes to be
won — for example, a champagne flight on
the London Eye for four!
To take part or to find out more, go to
www.msftreasurehunt.co.uk or contact
Sarah Turtle sarah.turtle@uk.rsagroup.com

Worshipful Company of Actuaries Regatta
His Royal Highness Prince Edward, Earl
of Wessex, who recently presented the
Worshipful Company of Actuaries with its
Royal Charter, has long been an active
supporter of the Royalist Regatta. This has
been arranged each year since 1998 in aid
of the Duke of Edinburgh’s Award Scheme
(of which Prince Edward is a trustee) and
the Marine Society and Sea Cadets.
The Actuaries entered a boat for the
third year running on Tuesday 11 and
Wednesday 12 May. The team was
delighted to be supported by the presence
of the Master, Adrian Waddingham, and
also Graham Jung who had been a member
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of the crew in 2008 and 2009.
One of the aims of the Company and the
Company’s Charitable Trust is to support the
Edmonton Unit of the Sea Cadets, so the
crew was made up of four members of the
Company — Richard Hawkes, Julie Griffiths,
Fiona Morrison and Nick Salter — plus
four from Edmonton (their chairman, an
adult instructor and two young cadets). It
was a great opportunity to strengthen our
bonds with the unit and exciting to see
the confidence with which the teenage
cadets approached Admiral Sir Trevor Soar,
commander-in-chief of the Royal Navy,
after dinner on the first day and asked him
to visit their training
establishment.
The crew had
not sailed together
before, but
there had been
an afternoon of
practice to hone
basic skills and
teamwork. A
fantastic start to the
first race was on

the cards, until two other City boats barged
into us and caused a multiple collision
that ruined that race for all three of our
boats. The race officer had a difficult day
with a very flakey and light wind, but he
eventually got four races completed, with
the Actuaries and Sea Cadets improving all
the time and getting their best result in the
last race.
We came eleventh out of the sixteen
boats participating, but a highlight of the
event was when the whole team, including
the two cadets, was presented to Prince
Edward at breakfast on the Wednesday
morning. The ‘end-of-term’ report can be
summarised as an excellent couple of days
on the social and charitable front, although
the Actuary/Sea Cadet team could have
done better on the competitive side!
Review by Richard Hawkes
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Paul Fulcher

Living the dream
Pat Rustem talks to Paul Fulcher, the new chairman of the Profession’s Finance
and Investment Practice Executive Committee (PEC)
What was your dream career when you
were younger?
I wanted to be a mad scientist living in a
windmill — the archetypal absent-minded
professor. For those who remember them,
my role models were the fictional character,
professor Branestawm, and the television
presenter, Magnus Pyke.
So why did you become an actuary?
It seemed the closest thing to my dream
that paid well. Or, to give the official
interview answer, I saw it as an opportunity
to use the mathematics and statistics I had
learned at university in a more practical
business context.
What have been the toughest challenges of
your career to date?
In 2001, when I made the transition from
the traditional actuarial world into a
derivatives team at an investment bank.
When I qualified as an actuary in 1993, the
syllabus made little mention of such
newfangled instruments as derivatives — it
had only just caught
up with
decimalisation — and
I spent most of my
first month doing a
lot of surreptitious
Googling to catch up.
For everyone in
investment banking,
the recent financial
crisis was certainly
a challenge but,
equally, a great
learning opportunity.

Paul Fulcher is
European head
of insurance and
pensions ALM
advisory at the
Royal Bank of
Scotland. More
about his career
path is available
on the Career
models section of
the Profession’s
website at
http://bit.
ly/9vDey9.

have the opportunity to support actuaries
in one of the most cutting-edge fields of
actuarial practice.
What will be the most signiﬁcant issues
facing the actuarial profession in the next
ﬁve years?
The financial crisis represents a great
opportunity for actuaries to extend our
long-term financial
perspectives and risk
management skills
into wider fields such
as banking. However,
as we move away from
our traditional fields
and reserved roles, we
will face the challenge
of needing to prove
the worth of actuarial
skills in competition
with other professions
and qualifications.
The Profession has done a great job
of bringing our education syllabus up to
date, but as individual actuaries we need
to develop that into a culture of life-long
learning.

» The ﬁnancial crisis

represents a great
opportunity for actuaries
to extend our long-term
ﬁnancial perspectives
and risk management
skills into wider ﬁelds
such as banking

What made you want to serve on the Finance
and Investment PEC?
My experience highlights the need for
actuaries to keep their skills up to date and
I’ve always been keen to promote CPD and
research in the profession. I serve on the Life
and Finance and Investment research
committees and am chairing this year’s Risk
and Investment conference. I also previously
chaired the CPD committee and helped
launch the Financial Economics course for
qualified actuaries a few years ago.
On the Finance and Investment PEC, I
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What is the one lesson you would pass on to
young members of the profession?
Widen your focus to what is going on
outside of the profession, to other
industries, to research outside of actuarial
papers. Look for opportunities both to apply
your skills to these areas and to learn from
what others are doing.

Where in the world would you most like to
live and why?
I would love to live in Korea one day, which
is where my wife comes from. I greatly
admire the dynamism and adaptability of
Korean society and it is something our
profession could certainly learn from. The
only downside is they face one of the largest
demographic time-bombs in the world.
How do you spend your free time?
Learning Korean, playing with my beautiful
daughters, Sumi (3) and Jemin (1) and
looking at my BlackBerry far too often to
catch up on work e-mails and the latest
Arsenal score.
What is the most frequently asked question
of you and what is your answer?
“Are you Graham [Fulcher]?” and “No, I’m
his twin actuarial brother, Paul.”
As a Spurs follower, I have to ask what
possessed you to become an Arsenal fan?
When we were three, Graham and I decided
our favourite colour was red (early political
leanings) and asked our father which was
the best team playing in that colour. Most
other years he would have said Liverpool or
Manchester United, but we were three in
1971 — when Arsenal won the title for the
first time in 18 years — and we decided to
follow them. Of course, they then failed to
■
win again for another 18 years.
Pat Rustem is practice manager for the Profession’s
Finance and Investment section
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Longevity

Longevity indices

Signs of age
Paul Sweeting looks at what makes for a good longevity index
and how these indices could be used
Why longevity indices are attractive

L

Paul Sweeting is a
professor of Actuarial
Science at the
University of Kent

ongevity hedging is becoming
increasingly attractive to pension
schemes and life insurance
companies. This is partly a result of
broader moves to de-risking. However, falls
in long-term interest rates have increased the
impact of changing mortality improvement
rates on liabilities.
Liability-specific solutions to managing
longevity risk do exist, most obviously the
buyout of pension liabilities by insurance
companies. However, they are inflexible and
involve a one-time-only decision to offload
a set of liabilities. They are also capitalintensive — the treatment of longevity risk is
tied to the investment decision, in particular
in relation to the investments used to price
the annuities.
There are also liability-specific solutions
that are less capital intensive — longevity
swaps. These involve the pension scheme
or insurance company paying over a series
of cash flows representing the expected
pensions or annuities — plus a margin
to reflect the risk being removed — and
receiving a series of cash flows representing
the actual payments made to the pensioners
or annuitants. However, these solutions are
available only for large portfolios of lives, so
are not suitable for small pension schemes.
What would be more useful for them is an
index-based swap. Furthermore, such swaps
would also be useful for larger institutions
wanting to make short-term amendments to
their levels of longevity hedging, and also
for other investors wanting to take a tactical
view on longevity improvements, such as
hedge funds. However, such swaps require
longevity indices.
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The nature of such indices is important
— any index series should be attractive
enough to encourage its use by longevity
market participants. But what would make
an index series attractive?
One criterion is that indices should
be unambiguous. It is important that
the reference population on which any
indices are based should be defined in
detail. This includes how individuals can
enter and leave the index. The period over
which calculations are made should also
be specified, as should the method used to
calculate index values.
If the raw index values are thought to
contain too much random variation, then
it might be desirable to smooth the results,
probably across ages rather than over years.
In this case, transparency is vital — the
methods used to graduate mortality rates
should be clear. Furthermore, any graduation
methods used should be objective, with as
little subjective input as possible.
The longevity experience used to
construct an index should also be
measurable. This means that it is possible
to independently verify published index
data, an important way of ensuring that any
indices are credible. The experience should
also be available shortly after its effective
date, ensuring that indices are produced in
a timely manner. This enables the prompt
settlement of derivatives based on the
indices. However, timeliness is not enough
on its own — it is also important that indices
are published regularly, in accordance with a
pre-arranged timetable, since it is impossible
to value derivatives based on future index
values accurately without this information.
Appropriateness is also important. One
measure of this is the extent to which an
index follows the mortality experience of the
portfolio of lives being hedged. However, a
compromise is needed between the extent
to which an index reflects the experience
of a particular set of liabilities — with more
indices providing better cover — and the
range of liabilities for which a particular
index provides a reasonable reflection of
experience. The advantage of many indices,
each of which closely reflects experience is
clear: each index provides a good hedge.

Having fewer indices means each set of
liabilities gets a less effective hedge, but
all things being equal it will increase the
number of trades done on a particular
index. This increased liquidity makes the
few indices attractive to counterparties, thus
reducing bid/offer spreads. The popularity of
an index series is therefore also important.
It is also helpful to consider how
appropriate a longevity index is when
taking into account the volatility of a set of
liabilities resulting from random variation.
This measure of relevance can be assessed
by comparing two measures: the variability
of the liabilities being hedged relative to a
tailored longevity index; and the variability
of these liabilities relative to a broad
population-based measure of longevity. For
a longevity index to be relevant, the former
measure should be lower than the latter.
Similarly, the longevity index and the
liabilities being hedged should differ in
similar ways from the broader population.
This can be measured by comparing the
correlation between two further measures:
the difference between the longevity index
and a broad population-based measure
of longevity; and the difference between
the liabilities being hedged and a broad
population-based measure of longevity. The
correlation should be strongly positive.
The constituents of longevity indices
should be stable, changing only infrequently.
Index constituents should also be specified
in advance, so that derivatives based on
index values in the distant future can be
priced with some degree of confidence.
Finally, the structure of an index should
reflect the use to which the index will be
put. This means that it should
reflect the needs of those
using such an index
to hedge a set of
liabilities.
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Figure 2 — Proportion of Survivors for Given
Current Ages, England and Wales, Males, 2008based Principal Projections

Figure 1 — UK Government Bond Yield
Curve as at 5 February 2010
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Index metrics

years into the future. This would mean that
liabilities could be hedged by using single
payments for each of current age 60, 70 and
80 for a future term of 10, 20 and 30 years.
Even within this range not all combinations
would be needed — the maximum
combination of current age and future term
could be limited to 90 years of age. This
would leave the swaps for which indices
would be required, as shown in Table 1.
The proportions of the swaps would be
adjusted and combined with cash so that the
sensitivity of the swap portfolio to changes
in future expectations of life expectancy
would be the same as that of the portfolio
of lives. Having a small number of indices
would also increase the liquidity in contracts
based on these indices.
This leaves the function of mortality rates
to be used. A swap designed for pension
schemes could be designed around single
payments to an individual currently aged
x years at a point n years in the future.
However, for a lives assured — who might
provide a hedge for annuitants — it might be
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Table 1 — Swaps for which
indices are required
Current age (years)
Term (years)

This final criterion raises a number of
interesting issues. The most important ones
are around the number of indices to be
quoted and the function of mortality rates to
be used. When considering index structure,
it is helpful to consider the similarity
between mortality rates and interest rates. In
particular, the rate of survival to a particular
age is analogous to the rate of interest payable
over different terms, shown in Figure 1.
When considering the rate of survival
for a group of individuals of different ages,
this picture must be expanded into three
dimensions, as shown in Figure 2, with the
third dimension being current age.
This still leaves a number of potential
structures for indices. The most obvious
might relate to the cash flows required.
However, since most longevity risk arises
dues to changes in expected future mortality
rates cash flow matching is not necessary. If
swaps for only a few ages were purchased,
say current ages 60, 70, and 80, then the
proportions of these swaps could be
targeted so that the for a change
in expected mortality rates over
a given range of ages at a
given point in the future,
the value of the swaps and
the value of the pension
scheme liabilities
would change by
similar amounts. A
handful of terms
could be chosen,
say 10, 20 and 30

60
10
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70

80

'%

IZgb

'*
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preferable to use the probability of survival
for an individual currently aged x for n-1
years, with death occurring in the nth year.
It is also worth considering a simpler metric,
the probability of mortality in year n for an
individual currently aged x, a ‘q-forward’.
Using a simple stochastic mortality model
to test the effectiveness of these hedging
structures utilising the six swaps outlined
in Table 1 gives some interesting results. In
particular, the pension-based swap performs
consistently better than either of the other
two formulations on both an annuitant
portfolio and a portfolio of lives assured. The
life assurance-based swap gives the next best
hedge, then the q-forward. This pensionbased swap performs well because the
presence of a final mortality term at the end
of a sequence of survival terms essentially
weakens the response of the life assurancebased swap to changes in mortality
improvement rates.

Conclusion
Longevity indices could serve a useful role
in hedging longevity risk, although the
characteristics of good indices are numerous.
Furthermore, good hedging results can be
achieved using a small number of pensionbased swap contracts at key combinations of
age and term. Such an approach would help
to develop a liquid market in such swaps. ■
The full version of this paper, together with the
presentation given at ICA2010, is available at
www.ica2010.com/abstracts_details.php?abstracts=

30

149&id=149v
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Life

Retail Distribution Review

Knock-on effect
Marylène Lanari-Boisclair and Tim Boucher present the implications of the FSA’s
Retail Distribution Review on life insurance companies

Marylène Lanari-Boisclair, pictured, is a senior
manager and Tim Boucher is an assistant
director at Deloitte

A

fter almost four years of
discussion and consultation,
the FSA has concluded on the
core elements of the Retail
Distribution Review (RDR), launched in
2006 to address perceived longstanding
problems in the market for the distribution
of retail investments. The Policy Statement
(PS10/6) published on 26 March 2010 is a
key step towards the FSA’s new distribution
framework – it includes feedback on the
June 2009 Consultation Paper (CP10/8)
together with final rules.
‘Adviser Charging’ means that, from
2012, the cost of the advice (and related
services) in relation to retail investment
products will have to be agreed and
disclosed up front. Commission payments
from providers in return for recommending
their products will no longer be allowed.
The new market structure is such that
firms claiming to provide ‘independent
advice’ will have to demonstrate that
products being recommended are those
best suited to their customers, based on a
complete and unbiased analysis of what is
available. Where a firm chooses to focus
advice on a subset of what is available, this
shall be disclosed as ‘restricted advice’.
The 2009 consultation also proposed
rules aiming to set higher professional
standards in the financial advice arena.
Professionalism is being addressed in a
separate consultation (CP 09/31).

Implications for life companies
The RDR has major implications for the
distribution strategies of retail investment
product providers such as life companies,
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with the main catalysts being the
introduction of ‘Adviser Charging’ and the
banning of commissions.
IFAs have consistently delivered around
70% of life companies’ new business in
recent years, mostly on a commission basis,
driven by payments of £4-5bn each year.
The removal of this commission, together
with the costs associated with the RDR,
will lead to a significant reshaping of the
distribution market and will have a major
impact on product design and pricing.
The banning of commissions will level
the playing field between different types
of retail investment products. Insurers
will need to rise to the challenge of
differentiating themselves by offering
products that appeal to both consumers
and intermediaries. The focus from
providers will increasingly have to be on
differentiators such as price, performance,
and features such as guarantees. Post2012, greater price transparency and more
platform-based advice may lead to even
more product switching based on relatively
minor differences in product features.
Life companies’ distribution strategies will
be driven by expectations of these trends
and their current distribution profile across
different types of intermediary and platform.
They will have to develop systems to offer
products priced without commission built in,

as well as to collect and pass on adviser
charges with sufficient flexibility to deal
with a wide range of charging structures. The
cost is expected to run to tens of millions of
pounds for the larger groups.
Another likely consequence is that many
advisers, whose current revenue is largely
up-front commission, will exit the market
– although some survey-based estimates may
overstate the contraction in distribution
capacity. The IFA sector has proved to be
resilient and many of those who have said
they will quit may ultimately decide their
best option is to adapt and survive by
moving to lower up-front advice charges
for advising on and arranging transactions,
becoming more efficient and capturing new
clients as a result of market exits elsewhere.
With two-and-a-half years to prepare
ahead of the 1 January 2013 launch date,
there is an estimated initial cost of up to
£750m to the retail investments industry in
order to meet the requirements of the RDR.
However, much more significant than this
basic cost of compliance are the big, strategic
questions providers must face in order to
compete effectively in a commission-free and
increasingly platform-based world, while also
preparing for Solvency II requirements and
IFRS 4 Phase II (the insurance accounting
project), both of which are expected to be
n
effective around the same time.

The Retail Distribution Review: key aims and rules
Key aims
of RDR

Improved clarity for
consumers
Distribution market
structure broken down
into tiers

Rules to
achieve
these aims
– will apply
to market
for the
distribution
of retail
investment
products

Remuneration model that allows
competition to work in favour of consumers
Introduce ‘Adviser
Charging’

Independent advice:
Unbiased and unrestricted

Commissions to be banned from 2012

Restricted advice: Any advice
that is not ‘independent’; the
new rules on remuneration
and qualifications will not
apply

Use of ‘Adviser Charging’ – clarity over agreed
charges for services and product price

Basic advice: relating to
charge-capped stakeholder
products; not subject to
rules on remuneration and
qualifications
Non-advised services: will fall
outside the scope of the new
rules for now
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Retail Distribution Review

Pensions

Pensions under the RDR
Paul Shallis looks at how the Retail Distribution Review could affect
the corporate pensions market

xxxx Shallis is a
Paul
principal advisor in
KPMG’s life actuarial
practice

T

he Retail Distribution Review (RDR)
has taken a long journey from
[former Financial Services Authority
(FSA) chief executive] John Tiner’s
concept in 2006 to its position today. As
it stands, the new FSA rules spring into
life at midnight on 31 December 2012.
More recently, some of the RDR’s specific
applications to individual product lines
have come under consideration. Corporate
pensions have been through a separate
consultation process and now have their
own specific rules.
The RDR affects those corporate pension
products whose sale currently comes under
the jurisdiction of the FSA. Occupational
pensions are not affected, but products
such as group personal pensions, group
stakeholder pensions and group SIPPs are.
Under the RDR, commission is banned
for general retail investment business and
is to be replaced with the new concept of
Adviser Charging — remuneration paid
by the consumer to the adviser (or paid by
a product provider on the instruction of
the consumer) on a pre-agreed basis that is
not dependent on any product or provider
recommendation.
The FSA’s remuneration position for
corporate pensions recognises the different
sales approaches typically taken in this
market. The two scenarios shown in
Table 1 are common, but by no means the
only ways in which advisers sell corporate
pensions.
The RDR introduces the concept of
consultancy charging. This is the corporate
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pensions equivalent of adviser charging
for the retail investment market. The
consultancy charge will be agreed between
the adviser and the employer and will be
levied on employees who choose to join
the arrangement. The mechanics for the
payment of the consultancy charge will
largely mirror those for adviser charges and
may be deducted from contributions paid
by the employee and passed over on a onefor-one basis from the product provider to
the adviser.
So what will be the impact of
consultancy charging on the common sales
scenarios?

Employee benefit consultant (EBC)/fee
n Little or no impact
n No commission was being paid previously,
so there is no effect of commission ban
n Consultancy charging is an option, but
no reason why the current approach of the
employer paying a fee to the adviser should
not continue.

Independent financial advisor (IFA)/
fee
n Consultancy charging arrangement will
be needed as commission is banned
n Little impact other than where
commission is currently indemnified,
although the mechanics of agreeing a charge
and spreading it over X number of members
may be problematic.
Neither the EBC model, nor the nonindemnified commission IFA approach look
like they will be significantly affected by
the RDR. Existing practices can continue

almost unchanged. However, the FSA has
already detected moves towards EBCs
receiving commission on product sales, so it
remains to be seen whether a combination
of financial pressures on employers and
the introduction of consultancy charging
might lead to further transfers of cost from
employer to employee for traditional EBC
business.
The biggest impact of the RDR on
corporate pensions will be the removal of
indemnity commission for new schemes
for that part of the IFA market where
commission remains important. Over time,
the number of providers offering indemnity
commission has steadily reduced, so market
forces have made it a limited problem.
However, until the RDR comes into effect,
indications are that indemnity commission
will remain an option for those IFAs who
wish to transact business on this basis —
raising ‘buy now while stocks last’ concerns.
After the RDR, these IFAs may find that they
cannot continue to operate in this market
without ongoing indemnity commission.
The introduction of consultancy charging
removes the scope for commission bias
in the corporate pensions market, a clear
objective of the RDR. However, despite
introducing rules specifically for this market,
it is likely to be less effective than for the
mainstream retail investment market. A
fee levied on employees, agreed by the
employer, is very different from an adviser
charge, negotiated and agreed between
adviser and consumer. Time will also tell just
how workable the mechanics of consultancy
n
charging are.

Table 1
EBC / fee

IFA / commission

Employee benefit consultant (EBC) advises
employer

Independent financial adviser (IFA) advises
employer

EBC remunerated directly by employer through IFA receives no remuneration from employer
fee arrangement
No individual advice offered to employees

IFA advises individual employees and is
remunerated by commission on the resulting
product sales

No commission on product sales

Commission payments may be indemnified by
product provider — commission that will be
earned over a period of time is paid up front
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Risk management

Pensions risk open forum
Tony Hewitt introduces research from Imperial College Business School alumni on
the influence of pensions risk on equity and bond prices

T
Tony Hewitt is the
programme director
of the MSc Actuarial
Finance at the Imperial
College Business School
and, having practised
as a consulting actuary
for over 35 years, is
passionate about the
education of actuaries

he next Actuarial Profession open
forum, ‘The influence of pensions
risk on equity and bond prices’,
takes place at Staple Inn on
Monday 5 July 2010.
This forum is open to actuaries
interested in developing practical
knowledge from cutting-edge research
projects by Imperial College Business
School alumni.
It will be of interest to practising
pension actuaries and finance investment
practitioners. The informal style should
result in some good discussion while
showcasing the calibre of actuaries who
pursue the Imperial pathway to qualifying.
As an actuary and the programme
director for the MSc Finance at Imperial
College Business School, I am proud of
the research contribution the programme
affords the profession. The open forums
provide a perfect opportunity for this
practical and commercially valuable
research to be disseminated in a way

that is accessible and relevant to
practising actuaries.
The speakers at this event reflect a
programme that develops actuaries who
have the capacity and skills to tackle the
big questions.
Ruth Loseby, research manager for the
Profession, says: “We are looking at finding
new ways of getting the important
research done at universities back to the
Profession’s members as CPD. It is great
that the Finance and Investment practice
areas have worked with Imperial to pull
together this open forum. I hope it will
be the first of more such collaborative
events.”
The forum will be chaired by Paul
Sweeting, the current chairman of the
Finance and Investment Practice Executive
Committee, and the speakers will include
Louise McCarthy of Towers Watson, Adam
Gregory of Mercer and Paul Nicholas of
Hewitt Associates who conducted the
research strands shown opposite.

» We are looking at finding new ways of getting
the important research done at universities
back to the Profession’s members as CPD «
— Ruth Loseby

(From left to
right) Adam
Gregory of
Mercer, Louise
McCarthy
of Towers
Watson and
Paul Nicholas
of Hewitt
Associates are
actuaries and
alumni of the
MSc Actuarial
Finance at
Imperial
College
Business
School
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Corporate bond spreads,
equity volatility and
pension schemes

Pension liabilities, credit
spreads and corporate bond
returns

Louise McCarthy investigated
the impact that a number of
relevant variables had upon the
difference between the rates of return on
corporate bonds and gilts, explaining the
existence and components of this corporate
bond spread in the UK.
Her results were drawn from panel data
regressions run over a five-year period,
2003-2007, using UK FTSE350 information.
Louise investigated 394 corporate bonds
(around 15,000 monthly observations).
The results indicated that the
investigated variables explain about 3040% of the spread seen in corporate bonds,
suggesting that other factors such as market
conditions and illiquidity premiums must
play an important role in determining
corporate bond spreads.
The majority of factors included in the
regression returned results in line with
expectations under the Merton model
in terms of significance and direction of
their impact on the spread. Interestingly,
over the period of study, the effect of
pension scheme funding was shown to
be inconclusive, suggesting that pension
fund deficits were valued differently in
the market (for example, on another
economic basis, ignoring the implicit salary
assumption) or had not been valued at all,
which could suggest default risk is higher
than the bond pricing implies.

Paul Nicholas looked at the
now-familiar problems of large
pension funding shortfalls in
the UK’s biggest companies, which are
draining cash in already difficult times.
During Paul’s time advising trustees and
sponsors of defined benefit (DB) schemes,
he had become interested in questions such
as ‘do pension liabilities pose a real threat
to the survival of these companies?’ And,
if so, ‘do market prices of equity and debt
anticipate this? How do analysts adjust
their views to reflect pension liabilities?’
He investigated how funding shortfalls
were seemingly largely ignored by analysts
until the arrival of FRS17 in the early
part of last decade. He noted that the US
was somewhat ahead of the UK in this
regard, which was possibly due to the
earlier implementation of FAS 87. In 2004,
Franzoni and Marin published research
that suggested analysts systematically
overvalued companies with pension
shortfalls and were ‘surprised’ by the
negative implications.
Cardinale found that, by 2007, corporate
bond spreads in the US reflected the size
of pension deficits. However, replicating
his analysis for UK bonds led to surprising
results to be shared at the forum.

» If the size of the

deficit was not fully
understood, then what
chance was there that
the risks associated
with the schemes were
being valued?

«
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Do equity returns reflect
pension risk?
Adam Gregory found that,
despite having worked within a
pension consultancy for more
than two years, he had never
stopped to consider at a micro level when
and why private DB pension schemes
were introduced and why they made sense
at the time. From a macro level, he had
not appreciated the scale of the pension
promises accrued and the impact they were
having on many UK companies.
He discovered that the opaque nature of
pension accounting laws had led some to
conclude that the level of pension deficit
was not fully accounted for within the
value of firms. This meant that, in effect,
the magnitude of pension deficits was being
hidden from shareholders. If the size of the
deficit was not fully understood, then what
chance was there that the risks associated
with the schemes were being valued?
He then examined the relationship
between overall firm risk and the risks within
a company’s pension scheme. In particular,
he wanted to help to shed light on whether
or not shareholders really do understand
what they are buying when they purchase
shares in a company with significant risk
attached to the pension scheme.
He took as his dataset North American
company data from 2002-2007 and
removed any companies with insignificant
liabilities when compared to company size.
The approach was to consider the
overall beta of companies. All else being
equal, if pension risk was being properly
incorporated within company valuations,
then share prices would be more volatile
(higher beta) if the pension scheme had a
significant allocation to risky assets.
The results show that there is a positive
relationship between pension risk and
overall firm risk, but the relationship is not
n
as strong as it should be.
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Pension schemes

Investment

Exploiting liquidity requirements
Chris Watts highlights some areas where pension schemes can take advantage of
investment opportunities
set of the trustee board, or to an investment
manager or professional fiduciary. The size
of a particular scheme will be an important
consideration in deciding how best to
do this. Quite a few pension schemes in
Holland have relished their roles to make
additional returns as providers of liquidity,
in particular since
2007.
We can look at a
recent example where
an opportunity was
available for those
able to invest in a
timely manner. Just
after the collapse of
Lehman Brothers,
investors were very
keen to move into the most liquid assets
possible. As a result, the yields on shortdated government bonds fell sharply.
Part of this flight to more liquid assets
involved the selling of long-dated inflationlinked gilts, as many did not consider them
sufficiently liquid.
As a result, yields on these assets and
inflation expectations changed such that
they could be purchased at attractive levels
both on an outright real-yield and assetswap basis1. The 2047 inflation-linked gilt
reached LIBOR + 185 on an asset-swap
basis; a return of 1.85% above cash for
purchasing a long-dated UK inflation-linked
government bond. That is a healthy spread.
Quite a few pension schemes that were set
up to do so invested.

As markets calmed down, yields fell such
that near the end of 2009 they were at
around LIBOR + 40 (resulting in a return on
a fully funded investment of around 30%).
As a result, some of those that had invested
sold and reaped a significant profit, while
others decided to keep their investment. The
governance structures
of many pension
schemes made it very
difficult to invest in
that idea. However,
an increasing
appreciation of these
issues is prompting
many to reconsider
their approach.
At the time of
writing, sovereign default is a big topic and
there are interesting opportunities around the
relative levels of government and corporate
bond returns. Given the comparative
certainty over pension scheme liabilities,
not being in a position to take advantage
— whatever the approach used to do that
n
might be — is a missed opportunity.

» The long-term, non-

Chris Watts works in
Morgan Stanley’s Fixed
Income Group helping
to provide multiasset solutions for UK
pension schemes

P

ension schemes have long used
econometric (non-risk neutral)
valuation methods. The argument
is often that they are able to
invest for the long term, with their need for
liquidity comparatively well known. The
risk that they unexpectedly need to pay out
all of their liabilities in the next few years is
very small.
While the debate around the merits of
these valuation approaches will continue,
the long-term, generally non-callable nature
of pension scheme liabilities means that
there is less need to invest in highly liquid
assets than for almost all other investors.
Pension schemes have been in an
excellent position to exploit this, especially
in the last couple of years. Many other
investors have been forced into selling assets
or have needed to alter their portfolios given
various constraints (the need for liquidity
and solvency constraints being good
examples). This has resulted in cheap prices
for certain assets.
Pension schemes should not be afraid to
take advantage of the fact that they don’t
have the same constraints and be willing to
invest a proportion of their assets in such
opportunities.
Crucially, in order to be able to do that, it
is essential for pension schemes to establish
a governance framework that allows them
to make decisions on these opportunities in
a timely manner. This can be achieved by
delegating some decisions to a specialist sub-
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callable nature of pension
scheme liabilities means
that there is less need
to invest in highly liquid
assets than for almost
all other investors

«

1

Asset swaps involve purchasing the asset and

exchanging the returns on that asset for cash (LIBOR)
returns plus a specified spread. This is a commonly
used approach by investors who want a particular
asset exposure (in this case UK government credit
risk and the liquidity risk) but without the associated
duration risks. It is also a helpful way of comparing
returns on investments by stripping out the shape of
the yield curve.
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Pensions

Liability valuation

A sizeable problem
Derek Benstead discusses asset allocation strategies and liability valuation where
employers have relatively large pension schemes

T

Derek Benstead is
a scheme actuary
with 12 years’
experience. The
opinions expressed
in this article are his
own, and not those
of his employer, First
Actuarial

he management of a pension
scheme that is large compared
with the size of its sponsoring
employer poses particular problems.
It can be that the employer’s maximum
reasonable ability to contribute barely
covers the scheme’s running expenses
and PPF levies, with nothing left over for
paying off a deficit. An employer is not
necessarily in this position simply because it
is unprofitable. It may be that the employer
has declined substantially in size since its
heyday and the rump employer is left with
a large historic scheme to sponsor. The
scheme may simply be way too big for the
employer to cope with.
To keep things simple, let’s consider a
scheme in which there is no benefit accrual.
Take the assets of the scheme and, following
an ‘employer covenant review’ exercise,
add the present value of the maximum
contributions the employer can afford to pay,
net of expenses and PPF levies. This is the
maximum resource available to the trustees.
If the scheme were well-enough funded
for a buyout to be a possibility, that is very
likely to be what you would plan for. You
would secure the members’ benefits when
you could and eliminate a massive risk for
the employer. A scheme with a relatively
small employer is unlikely to be in that
happy position. If buy-out is beyond the
realms of possibility, we need a plan to run
the scheme on an ongoing basis for the

32

July 2010

032-033_Actuary_0710 Benstead.in32 32

long term, using best endeavours to deliver
the promised benefits.
The trustees’ ongoing objective is to
deliver the benefits in full, and they have
a combination of investment and net
contribution income to meet the benefit
outgo. There will be a lower bound on the
expected investment return, below which
the trustees cannot expect to pay all the
benefits. I have given a simple numerical
example in Figure 1. The liabilities valued
at 4% discount rate are 133, and at 8%
discount rate the liabilities are 63. At 5.5%
discount rate, the value of the liabilities and
the value of the assets and contributions are
equal: both are 100.
In this example, the trustees need to
have an investment strategy that is expected
to return at least 5.5% pa. Any investment
strategy with a lower expected return is not
expected to provide enough income to pay
the benefits in full.
The trustees’ task is to set an investment
strategy that generates sufficient asset
income to meet the benefit outgo. Note
that, for this purpose, setting an expected
return on non-bond assets using the ‘gilt
yield plus something’ method simply will
not do because it makes no attempt to assess
the income expected from the assets. Rather,
we need the rate of return that discounts
the asset income cashflows and gives their
market value as the answer — that is, the
internal rate of return — for each of the
main asset classes.

» There will be a lower

bound on the expected
investment return,
below which the trustees
cannot expect to pay
all the benefits

«

Suppose for the sake of a simple
illustration we limit ourselves to two
broad asset classes. At the valuation date,
‘equities’ have a dividend yield of 3.5%,
expected real dividend growth of 1.5% pa
and expected RPI of 3% pa, for an 8% pa
expected return. ‘Bonds‘ have a yield of
4% pa. An asset allocation of 37.5%

equities and 62.5% bonds produces the
required 5.5% pa expected return needed to
expect to deliver the benefits in full
(excuse the simple addition of the
percentages in this paragraph, rather than
proper compounding).
One mantra is that a poorly funded
scheme with a weak sponsoring employer
should minimise volatility and put the
assets in bonds. In my example, if the assets
were all in bonds, which yield 4% pa, the
investment return is expected to fall short
of that required to deliver the benefits
in full by 1.5% pa. The funding level is
103/133 = 78%. Members would not receive
their benefits in full with a high degree of
certainty. Which is lower risk — investing
37.5% in equities and 62.5% in bonds,
targeting 100% of benefits plus or minus
(say) 20%, or investing 100% in bonds
targeting 78% of benefits plus or minus (say)
10%? The lower volatility of the second
option is outweighed by the lower expected
outcome, therefore the first option is the
lower risk. The volatilities quoted here are
purely illustrative, they are not the result of
any modelling.
I do not see the sense in planning to
fail by investing so much in bonds at the
outset that there is no realistic hope of
obtaining sufficient investment income to
pay the benefits in full. We should at least
try to deliver benefits in full by adopting an
appropriate investment strategy. You never
know, the actual outcome might be what
we expected, or better, and the benefits
paid in full.
The assumptions for valuing the
liabilities should be as realistic as possible.
The consequence of building in prudent
margins is to drive the asset allocation
away from bonds into equities. I am not
suggesting ignoring the legal requirement
for the demographic assumptions to be
prudent, but bear in mind when setting the
assumptions that excessive prudence in one
part of the funding strategy will drive more
risk-taking in the investment strategy.
Having identified the lower bound on
the required investment return, should the
trustees invest to produce that return and no
more? Or should they adopt a strategy that
pursues a higher return?
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Taking the first option, having set an
asset allocation targeting the lower bound,
the trustees may then review the scheme’s
funding annually and adjust the asset
allocation as required to maintain equality
between the value of the maximum resource
and the value of the liabilities. Doing this
maximises the proportion of the assets in
bonds at all times, and therefore minimises
the exposure to assets of less certain return.
The funding of the scheme is on a bestestimate basis, but the investment strategy
is the most prudent possible, commensurate
with providing for all of the benefits.
I do wonder about the opportunity cost
of not investing more highly in equities at
the outset. But my thinking here is that the
performance of equities is uncertain. If the
short-term performance of equities is below
expectations, then having more than is
strictly required at the outset is damaging.
On the other hand, if the short-term
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performance of equities is
above expectations, then
having more than is
strictly required at the
outset is unnecessary.
If the scheme did
eventually fail to
deliver its benefits in
full, it seems better to
be able to say to the
members that, though
the scheme failed, the
trustees took the least
risk possible all the way
through commensurate
with trying to pay the
benefits in full, than
be in the position of
having to explain that
the scheme failed after
the trustees had taken
more risk than they
needed to.
Another mantra is
that the trustees of
a scheme with a
weak sponsoring
employer should
set a high value for technical provisions.
Let’s say that a discount rate of 5.5% pa
is deemed unsatisfactory for technical
provisions, and a discount rate of 4.5% pa
is required. We know that discounting the
liabilities at 5.5% pa equates them to the
value of the assets and future contributions.
If the benefits falling for payment after
the recovery period are to be discounted at
4.5% pa, then the discount rate during the

recovery period must be more than 5.5% pa
to maintain the equality of liabilities to
the available resources. Consequently, the
asset allocation must be shifted away from
bonds and into equities with the objective
of achieving a higher return during the
recovery period. If successful, the assets may
be rearranged at the end of the recovery
period to be mostly bonds, since only a
4.5% pa return is required thereafter.
To summarise, where an employer’s
ability to contribute to a scheme is limited,
there may be a lower bound on the return
to be achieved by the assets, below which
the trustees cannot expect to provide the
benefits in full.
Considering the range of investment
strategies above the lower bound, I pose a
question. Is it better to take the minimum
investment risk at all times, by determining
the most cautious asset allocation that is
expected to deliver the required return,
and reviewing that allocation regularly?
Or, following the implications of the ‘weak
employer means high technical provisions’
mantra, is it better to take more investment
risk now in order to take less risk later?
Risk aversion and prudent management
suggest only investing more in equities when
circumstances compel it, and not before. But
this conflicts with the requirement to set a
high figure for technical provisions, which
drives more investment risk-taking now in
the hope of taking less investment risk later.
n
What do readers think?
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk
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Insurance

Financial reporting

Analysing earnings and risks
Kamran Foroughi proposes some enhancements to insurers’ financial reporting
statements to aid understanding
2008), which were reviewed in light of
the recent financial crisis. This led to the
publication in October 2009 of the revised
MCEV Principles permitting a liquidity
premium. Further developments are expected.
The Solvency II Framework Directive has
been adopted and attention has now turned
to the Level 2 implementing measures
and Level 3 guidance, where the European
Commission is being assisted by CEIOPS and
other European bodies such as the CEA, CFO
Forum, CRO Forum and Groupe Consultatif.
Regulators in countries outside the European
Commission are following developments
with interest, with some planning to adopt
similar measures.
In principle, these three frameworks all aim
to present a realistic picture of an insurance
company’s existing business. However, full
convergence is unlikely as the three measures
apply different concepts to calibrate the
allowance for risk. The Solvency II balance
sheet measures assets and liabilities separately,

Kamran Foroughi
leads Towers Watson’s
Financial Reporting
Initiative in Europe, the
Middle East and Africa

F

inancial reporting and insurance
regulation are undergoing rapid
change. But will the revised financial
statements be considered useful?
The IASB and its US counterpart FASB
have recently developed Insurance Contracts
project (Phase II) proposals and an Exposure
Draft is expected in July 2010. Several
other developments are also of relevance
to insurers, such as the classification and
measurement of financial instruments and
the definition of fair value. While much
remains to be finalised, it is clear that
future primary accounts will be prepared
on a very different basis from current IFRS
and US GAAP.
Embedded values are designed to show
realistic information supplementary to
the primary accounts. The CFO Forum
is responsible for the MCEV Principles
(copyright Stichting CFO Forum Foundation

» A clear analysis of

earnings and risks will
help capital providers
better understand the
financial results

«

using a hypothetical transfer or exit value
concept to calibrate the value of insurance
liabilities. The MCEV balance sheet uses a
going concern or fulfilment value concept

to calibrate the value of blocks of business
consisting of both assets and liabilities. Phase
II has historically followed the Solvency II
approach, although has recently moved closer
to a going concern concept.
However, the IASB and FASB have recently
proposed removing the ability of insurers
to recognise day one profits in Phase II,
introducing a “residual margin” concept.
Some acquisition costs will remain outside
the calibration of the residual margin.
Insurers’ new business sales will likely lead to
accounting losses, regardless of the inherent
profitability of the contracts.
This highlights the continuing need
for realistic supplementary reporting. We
will then have three metrics all prepared
to varying degrees under the ‘marketconsistent’ banner, but with several
differences. Insurance companies will face a
challenge in explaining the concept of value
and earnings to investors.

A proposed analysis of earnings
To help capital providers better understand
the financial statements, I propose that
insurers prepare and publish Table 1.
This design builds on the analysis required
by Appendix A of the CFO Forum’s MCEV
Principles. A similar design seems unlikely
to be found within IFRS or Solvency II. The
presentation recognises that an insurance
company’s business model consists of
two distinct but related activities: the
management of the back book (the existing
business) and the pricing of new business.

Table 1: A proposed analysis of earnings
IFRS
equity

Adjustments
Asset
Liability
adjustments adjustments

Equity (start of period)
New business sales
Movement in existing business
Expected returns
Expected transfer to Free Surplus
Experience variances
Assumption changes
Operating earnings
Economic variances
Total earnings
Capital movements
Equity (end of period)
34
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“Economic
equity”

Split of “economic equity”
Solvency Free Surplus
Value of in
Capital
force
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This is different from most other industries,
where it is much easier to identify the sales
revenue and sales costs items in the accounts
and hence new business profits.
The balance sheet and earnings
reconciliation across the three measures will
help investors understand why the three socalled ‘market-consistent’ measures contain
different results.
A breakdown of economic value into
Solvency Capital required by Solvency II,
Free surplus and Value of in force (prudential
margins in solvency reserves) enables the
user to identify the capital generation of inforce business and the capital requirements
of new business. This helps assess dividendpaying capacity.

Proposed adjustments to primary
accounts
The Table 1 adjustments to IFRS equity will
help users better understand the underlying
value of the business.
IFRS 9 will require all insurers to measure
financial instrument assets at either
‘amortised cost’ or ‘fair value’. For assets
valued in the primary accounts at amortised
cost, the ‘asset adjustments’ item shows
the impact of restating to ‘fair value’. This
avoids accounting mismatches arising from a
Phase II market-based liability discount rate.
Alternatively, insurance companies may wish
to exercise the fair value option available in
IFRS 9.
By setting the residual margin to nil,
insurers can better explain the economic
value of new business and avoid distortions
in analysing the movement of existing
business.
The Phase II project does not affect the
measurement of insurance business classified
within IFRS as ‘investment contracts’. A
recalculation of such business using marketconsistent valuation is required in order
to arrive at an economic value for all the
existing business.
Other adjustments may also be necessary
to remove prudential margins in technical
provisions. If the IASB follows CEIOPS’
Level 2 proposals, there may be significant
areas of prudence within the reference (or
‘risk-free’) rate calibration (including liquidity
premium), the risk margin calibration and the
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treatment of future
premiums.

What about nonlife?

Table 2: Proposed analysis of economic risks
Impact on equity
Existing business expected return*
Reference rate
Interest rate and inflation risk
Credit risk
Illiquidity risk
Equity/property risk
Volatility risk
Other
Impact of own debt
Economic variances*
Interest rate and inflation risk
Credit risk
Illiquidity risk
Equity/property risk
Volatility risk
Other
Impact of own debt
Total economic-related earnings

Aspects of Table 1
such as the
breakdown of
the rows, the
asset adjustments
and the capital
flow information
help users better
understand non-life
accounts. However,
given Phase II
developments,
significant liability
adjustments may not
be required.
There is one
Table 3: Proposed analysis of non-economic
exception: renewals.
risks
The value of general
Impact on equity
insurance contract
Non-economic
experience
variances*
renewals is not
Life underwriting risk
included in IFRS
Non-life underwriting risk
liabilities, because
Health underwriting risk
Operational risk
the onus is on the
Other
policyholder to renew
Non-economic
assumptions changes*
and not to cancel.
Life underwriting risk
But some general
Non-life underwriting risk
insurance business
Health underwriting risk
Operational risk
models experience
Other
stable rates of
Total
non-economic earnings
renewal of 60-80%
* Further breakdown to be provided for material risks; immaterial risks to be
per annum, and in
these cases additional included in ‘Other’
information would
consequences of non-economic experience
help distinguish between sales arising from
differing from best-estimate assumptions.
brand new business and sales arising from
renewals of existing business.
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Conclusion

Analysing risks
In order to complete the picture, I propose
insurers provide a further breakdown of
earnings by source of risk. Tables 2 and 3
show a suggested breakdown by sources
of economic and non-economic risk
respectively. Table 2 shows the expected
reward for investment-related risks
undertaken by an insurer and volatility
arising from markets not performing as
expected. Table 3 shows the financial

Much of the developments to date in
Phase II and Solvency II have focused on
the technical aspects. While naturally
appealing to actuaries, we must not forget
the importance of communication. A clear
analysis of earnings and risks will help
capital providers better understand the
financial results. Who knows, this may help
reduce the markdown that investors seem
to apply when considering investing in
n
insurance companies.
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Profession

Discount rates

Defining discount rates
Amanda Prest reviews the Profession’s recent discount rate forum
and looks at the remit of the Discount Rate Steering Group

Amanda Prest is a
consultant at Towers
Watson

T

he Actuarial Profession is
undertaking a research project on
discount rates, the timing of which
is particularly appropriate as there is
a convergence of interest in discount rates
from within and outside the Profession.
A meeting was held at Staple Inn on 23
March to summarise progress on the project
and to gather input from members of the
profession. Charles Cowling, chairman
of the Discount Rate Steering Group
summarised the group’s brief:
n To carry out a cross-practice, UK-focused
piece of research
n To look at current practice regarding
discount rates within the Profession
n To consider how and why risk is included
in discount rates
n To work towards a common language
and framework to describe discount rates
n To consider options to reduce diversity of
practice (where appropriate).
Chinu Patel and Chris Daykin submitted
the winning proposal to carry out research
for the first stages of the project, pulling
together information on current practice
and looking at establishing a common
language. The Steering Group will use this
initial research to develop a framework and
consider the possible impact of the project.
It will also be seeking views from members
of the profession and other interested
stakeholders as the project progresses.
Chinu summarised the various uses of
discount rates in his and Chris’ preliminary
observations. They found that the
methodology adopted varied widely and
was usually driven by the purpose and
context of the calculations, with regulatory

36

July 2010

036_Actuary_0710 Prest.indd 36

and other requirements or guidance
defining the detail further. They found
that, regardless of the approach used, the
calculations examined could be rationalised
in terms of the nature and degree of risk
embedded in the discount rate. Their
suggestion was that it might therefore
be fruitful to look in this direction for a
general framework that enables different
practices and the different contents of
discount rates to be understood better. The
rationalisation set out in Table 1
explains existing practices, with two
categories chosen to capture the essence of
the thought processes involved.
Inconsistent usage of terminology has
been observed — one example is the use of
the word ‘valuation’. Actuaries understand
a valuation to be something different to
what the man in the street takes it to mean.
Another confusing piece of terminology is
the term ’market-consistent’. Calculations
under both of the categories above have
been described as ‘market-consistent’, so
there is clearly some disagreement about
exactly what this term means, with some
usage not being what a layman would
consider ’market-consistent’. Overall,
terminology adopted by actuaries can
prove confusing and a barrier to good
communication. Terminology used
elsewhere (including by non-actuaries) is
no less confusing – examples were many
variants of ‘risk-free’ and ‘risk-adjusted’
discount rates.

Several inconsistent uses of discount
rates have been uncovered, which serve
to illustrate the issues the project is trying
to address. For example, for financial
reporting purposes, an insurance company
is required to use completely different
assumptions to measure its annuity book
and its pension liabilities for its own
employees.
Chinu and Chris think that how risk
is expressed in a discount rate might be
the key to better communication with
stakeholders — for example, a discount rate
could be expressed as a least-risk reference
rate plus various specified adjustments to
reflect the associated risks.
There was debate from attendees
around whether quoting one simple,
discounted present value was becoming
too dangerous or whether all clients want
is a simple answer to what they see as a
simple question and it’s therefore down to
actuaries to distil the complex information,
whilst ensuring they appreciate the key
risks involved.
The initial research was completed by
the end of April following a draft paper.
Work on the framework for describing
discount rates is now being refined the
Steering Group which aims to publish
its final proposals by the end of the year.
Interested stakeholders should keep an
eye out for further developments. Do get
involved if you have an opinion on this
n
subject.

Table 1
Matched calculations
Looks at the characteristics of the liabilities
Considers a portfolio of assets which matches
these liability characteristics, or the closest
match available
Sets a discount rate based on this matching
portfolio

Budgeting calculations
Looks at how the liability is financed
Looks at the current market yields available on
the investments held (or proposed)

Sets a discount rate based on current
yields and other market information, plus
assumptions to get to a total return (such as
capital appreciation on equities)
Is independent of the actual assets held to
Is based on the actual assets/financing
back the liabilities
strategy adopted
Particularly appropriate for transactional work Particularly appropriate for planning and
budgeting purposes
Usually results in the use of a yield structure to Usually results in a single discount rate to
apply to cashflows
apply to cashflows
Discount rate usually has low embedded risk
Discount rate usually has higher embedded risk
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Conference preview

GIRO

Rising to the challenge
Darren Michaels previews the GIRO conference taking place on 12-15 October at the
Celtic Manor Resort, Newport

Chairman’s preview
By the time of this year’s GIRO conference,
there will be a little over two years
before the scheduled implementation of
the Solvency II regime. The regime will
see a fundamental change in the way
insurers across the EU assess their capital
requirements and risk management
standards. With actuaries set to play a
pivotal role helping insurers to meet these
requirements, the theme of this year’s GIRO
conference is ‘Actuarial impact — rising to
the challenge’. Whatever area of general
insurance you work in, it is inevitable that
Solvency II will have some impact on your
day-to-day working life; are you ready
to rise to the challenge of the changing
regulatory landscape?
In a packed programme that combines
both technical research and practical
and general sessions, we will, once
again, have a number of guest speakers
addressing the conference. Among them
will be Charlie Cantlay, chairman of Aon
Benﬁeld UK, who will be updating us on
the current developments and pricing in
the reinsurance market, and Neil Cantle,
a principal with Milliman, who will be
sharing his views with us on behavioural
enterprise risk management and the ORSA
(Own Risk and Solvency Assessment). We
will also have two guest speakers sharing
with us their perspectives of relying on
others, James Illingworth of Amlin will give
us the CRO’s perspective, while Claire Souch
of RMS will be providing the modelling
agency’s perspective.
To recognise the variety of challenges
currently facing general insurance actuaries,
the GIRO committee has assembled a
programme of plenary sessions covering
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a wide range of topics, such as emerging
risks, pricing, relying on others, reserving
and Solvency II. We have also incorporated
two plenary sessions focused on
professionalism and are pleased to have
secured one of the world’s most dynamic
business speakers and a founding director
of the Tom Peters Group, Nigel Barlow, who
will be speaking to us on ‘Rising to the
challenge’. The mock trial, ‘Don’t get court
with your standards down’, also promises
to be a highlight.
In addition to the plenary sessions,
the GIRO committee has compiled a
programme of around 60 different
workshops covering an enormous range
of topics, including microinsurance,
Irish issues, Lloyd’s issues and price
optimisation, to name but a few. There is,
of course, a host of sessions on Solvency
II-related matters, so there is bound to
be plenty of interest and relevance to
everyone. Many of these workshops arise
from the vast amount of volunteer work
put in by our working parties and other
delegates throughout the year, so we
shall once again be looking to kick-start
next year’s research working parties
at the conference. This has proved to
be a hugely successful mechanism for
research and the benchmark standard
for other practice areas.
As all GIRO regulars will know, GIRO
is not just about the technical and actuarial
content. It is the premier opportunity each
year for general insurance actuaries to
catch up, exchange ideas and reinforce the
links that already exist within the general
insurance actuarial community. With this in
mind, we have organised a variety of social

events including the welcome reception,
an informal buffet and fun evening of
interactive activities and, of course, the
conference dinner, without which no GIRO
would be complete.
Darren Michaels is a member of the
General Insurance Practice Executive
Committee and chairman of the GIRO
committee, which is responsible for
organising the annual GIRO conference.

MORE INFORMATION
For more details and the full programme
for the GIRO conference 2010, visit
http:bit.ly/9w48pg
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Arts

Matt & Finn

Matt Fewster pays homage to legendary ﬁlm director, Roman Polanski

A life in pictures
Roman Polanski has had a lot of attention
over the years for both good and bad
reasons. At times for his film-making
abilities, but more often than not for the
events that have happened in his personal
life. However, if you judge him on his filmmaking abilities then it is hard to find fault.
His life has often seemed like the plot of
a film. Born in France in 1933 and shortly
after moved to Poland, he survived the
Jewish ghettos of Krakow and ultimately
the Second World War, to later become an
actor and a director. Infamy happened in
1969 when his pregnant wife, the actress
Sharon Tate, was brutally murdered by
Charles Manson. Then in 1977 he was
arrested for statutory rape in California. He
subsequently fled the US to Europe where he
has stayed ever since. However, in late 2009,
when in Switzerland to pick up a lifetime
achievement award, he was arrested under
the outstanding US warrant and placed
under house arrest awaiting extradition to
the US.
Now, as eventful as his life has been,
this article is meant to be about his films.
Roman Polanski is a master of making them.
He creates thrillers. Thrillers that expertly
build up tension and mix this up with a dry
sense of humour. I was inspired to write this
having recently seen The Ghost — the screen
adaptation of Robert Harris’s excellent
same-titled book. It is rare to find a film
that matches up to the book, but Roman
Polanski achieved this, capturing the essence
of the story in his trademark style.
I first discovered Polanski as a filmmaker
when I was at university. At one of the
student cinemas I watched The Ninth
Gate. This very underrated tale is of an

OVER TO YOU
Matt and Finn welcome your comments
and contributions. Please e-mail
arts@the-actuary.org.uk
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oddball rare-book seller
(Johnny Depp) who is
on the hunt for a book
written by the devil. This
is not everyone’s cup of
tea — I spent the whole
film laughing and came
out feeling I had seen
something amazing. The
majority of the audience
sat there in silence and
left muttering. I am not
sure what this says about
me, but I have watched this film
several times since and felt it has got better
with age.
My favourite Polanski film and, I think,
one of his greatest directorial achievements,
is The Pianist. One of the best — if not the
best — films made about the Holocaust,
Polanski received an Oscar for best director
among other numerous awards, including
the Palme D’Or at the Cannes Film Festival.
This poignant, harrowing and beautiful tale
tracked the survival of Władysław Szpilman,
a Jewish Polish pianist, through the
Holocaust; a tale that in some way mirrored
Polanski’s own survival of this dark period
in history. It mixes up scenes of absolute
brutality with moments of true beauty,
treating this difficult subject with great care.
Some of his other excellent films include
classics such as Chinatown (every time I go
to any Chinatown I try to use the quote “I’ll
see you down in Chinatown” at least once).
There is also The Fearless Vampire Killers; the
1967 quirky story set in Transylvania is a
great example of how vampire films should
be. I have to admit there are many of his
films that I have not yet seen so cannot pass
comment. However, I look forward to the
pleasure of discovering these in future.
With Roman Polanski under house arrest
in Switzerland, it is probable that there will
not be any more films for a long while. This
is a shame for the film world. However,

you could
argue that his eventful life has already
inspired and created many masterpieces of
which current events are part and parcel. I
encourage you to go and watch some of his
back catalogue — you will be entertained.
After over two years, Matt and Finn are ready to
hand over the reins to a new arts editor. If you
would like to apply for this role, please contact
Marjorie Ngwenya, editor@the-actuary.org.uk

Recommended CD
Stornoway –
Beachcomber’s Windowsill
The debut album from the indie folk
group from Oxford is a treat. Stornoway
mix up intelligent song writing with a
unique ability to play
their instruments in
an upbeat, folksy
style. I ﬁrst heard
their music in my
friend’s car a year
ago on a trip to
Wales and had to wait far too long for
the release of their album, but it lived
up to expectations. With many standout
tracks, such as the ﬁrst track, Zorbing, and
the introspective Fuel Up, this will most
deﬁnitely have you tapping your feet.
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Student page

studentpage@the-actuary.org.uk

Stephen Paines

This month, Stephen Paines considers three fallacies that affect every
student’s work

Food for thought
We student actuaries often begin our careers
as calculation ‘doers’ before graduating
to be calculation checkers. Accuracy is
obviously critical to this, and with our
rigorous training we make few mistakes.
But as time goes on I’ve come across a
few pitfalls that I like to keep in mind when
doing and when checking — because we
too are human, and are therefore prone to
logical errors.

A puzzle
You’re good at maths, right? Have a think
about this question before moving on.
There’s a rule that applies to this triple of
numbers: 2, 4, 6. What triples of numbers
would you ask to see in order to figure out the
rule?
Chances are you may have picked, for
example, 8, 10, 12 if you thought the rule
is ‘increase by two each time’; or you may
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have picked 5, 10, 15 if you thought the
rule is ‘the middle number is the average
of the other two’. But actually the rule is
‘any ascending sequence’, and the triples
you chose probably satisfied this rule even
if they satisfied your conjectured rule. This
example from Peter Wason1 shows we prefer
confirmation to falsification, which can
lead to basic errors in checking.
It’s easy to forget but it may be worth
asking yourself now and again, ‘am I falling
for the confirmation bias?’ (I’ll give a brief,
related example: when I came to check over
this article a week after first drafting it, I
saw that I’d written Peter Watson here, as
that is what I expected — and may well be
what you thought you read just a moment
ago!)

Transfer of learning
In his book How Children Fail2, John Holt
describes this anecdote. A teacher had a
class made up of the “dumbest kids” in the
school. Among these children, one was
“clearly the dumbest, utterly hopeless at
any kind of schoolwork”.
But the teacher went ten-pin bowling
one day and was amazed to see the boy had
a paid job keeping official score in league
games, and was scoring two lanes at once
(before the advent of automated scoring, no
doubt). No one would stand for mistakes
there; anyone who has ever played ten-pin
bowling knows this would be no mean feat.
The teacher thought to give the boy
questions about bowling scores in school,
no doubt to foster a sense of achievement.
But the boy couldn’t do them — in fact, he
frequently gave absurd answers.
This extreme example shows how what
you learn in one place or time is often hard
to transfer elsewhere. Do you transfer exam
knowledge to work easily? Or do you think
of exams as being in a separate domain
from work? I know that when I use Excel
at home, I am often much clunkier than I

would be at work, purely because I am not
at the place where I learnt most of my Excel
skills.

Expert opinion
One subconscious rule we often follow is to
assume:
Because someone has been doing something
longer than me, their view is more likely to be
correct; or
She was right last time, so she must be right
this time.
These rules save time, and time is at a
premium. But relying on the reputation of
the giver of the information, rather than
their arguments, can lead to reassessing
your work incorrectly. It can give a sense
of self-fulfilling prophecy: so and so says
this is wrong, so I will look to see if I can
confirm that belief. Clearly, there is a tradeoff here, because we don’t go to the doctor
and doubt everything he says — there isn’t
time to do that and we put faith in his
training. If someone contradicts you, be
willing to question them and expect them
to convince you at the same level of detail
as you would hope to convince them.
None of these things is easy to avoid, and
in some sense owes to the evolution of the
brain. But an awareness of these fallacies
can do us no harm and give us greater cause
to trust the work we produce.
1

Oswald, Margit E.; Grosjean, Stefan (2004),

‘Confirmation Bias’, in Pohl, Rüdiger F., Cognitive
Illusions: A Handbook on Fallacies and Biases in
Thinking, Judgement and Memory, Hove, UK
2

Holt, J (1970) How Children Fail Harmondsworth:

Penguin

Your views
We welcome ideas and contributions
for the student page. Please e-mail us
at studentpage@the-actuary.org.uk
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Actuary of the future
Khyati Mistry
Employer and area
of work
Legal and General
— Compulsory
Purchase Annuities,
Actuarial Pricing.

Describe yourself in three words
Tenacious, dependable, open-minded.

Tell us your formula for success
Always be positive — success comes in
cans, failures in can’ts.

What’s your best attribute?
My never-say-die attitude.

And your worst habit?
Biting my lip.

What is most likely to irritate you
about others?
Excessive use of acronyms in e-mails and
text messages!

Alternative career?
Trini-Indo fusion chef — I make the
meanest lamb curry!

Best piece of advice you have ever
been given?
My mum told me: “Like a shoot, you can
reach unimaginable heights once you
anchor and shape your life.”

What three items would you take to
a desert island?
A quatro band to serenade me, a waiter to
bring me caipirinhas, and a genie lamp to
wish myself off the island…

Is the glass half full or half empty?
Neither… it’s exactly 284.130267ml (to six
decimal places).

What is the greatest risk you have
ever taken?
Wearing flat shoes on a treacherous, icy,
downhill road from work, I landed flat on
my back… it wasn’t a pretty sight!

WHO WOULD YOU LIKE TO
SEE FEATURED HERE?
If you would like to nominate someone
for Actuary of the Future, please e-mail
AOTF@the-actuary.org.uk
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AOTF/Book review

People/Comment

Book review
Andrew Tjaardstra tackles Obliquity
by John Kay head on
Obliquity is written by John Kay, a
director of the Institute for Fiscal Studies
and business consultant, and asks us
to think in a new way. He asserts that
our goals are often not best directly
approached but rather by an oblique
route — for example, the happiest
people don’t directly pursue happiness.
This book is a mixture of business
and philosophy trying to articulate
that events occur well because people
have appreciated, either consciously
or subconsciously, that higherlevel objectives are reached through
experimentation and recognition of
change, or through a skill/expertise that
has been accumulated and practised
many times. It is an extremely difficult
and complex subject to write about.
He is trying to argue that one way of
thinking is more rational than another
(and being rational is not about being
consistent, according to Kay).
Kay appeals to foolhardy business
leaders and politicians to appreciate
subtleties, changes and ‘irresolvable
uncertainties’. Only if you are “clear
about your high-level goals and
knowledgeable enough about the
systems their achievement depends
on” can you solve problems directly.
He attacks the scientific decisionmaking of those who follow Franklin’s
Rule (derived by Benjamin Franklin)
where people and organisations weigh
arguments for and against a decision in
some kind of moral algebra.
Kay warns us that we can think we
know more about the world than we
actually do, thus leading to disastrous
decisions. He refers in particular to the
global financial crisis and the Iraq War,
where decisions were often made by
powerful individuals — ones relying on
historic models or arrogant assumptions
that evidence was built around.
Kay asks us to think about how we
interpret history; within the book,
he writes: “We incline to see history
through the lives of great men. That
inclination blinds us to the real
complexity of politics, business and
finance.” For example, Churchill’s allimportant objective of defeating the
Nazis in World War II was achieved

through
a series of
circumstances
that he could
not have
perceived but
ultimately
needed
Obliquity is published by
to happen,
Proﬁle Books. RRP £10.99
such as Pearl
Harbour, which allowed America to join
the war.
Similarly, Kay gently praises business
leaders who set out goals such as
maximising shareholder value or profits.
For instance, Boeing’s oblique approach
from CEO Bill Allen to ‘eat, breathe, sleep
the world of aeronautics’, and it was
an extremely successful company. One
disastrous merger later by a new CEO to
emphasise ‘shareholder return’ and it fell
behind its rival Airbus. Kay is probably
oversimplifying the point to support his
argument, but he doesn’t seem to care; in
fact, he just wants to make us think.
He is not asking us to ignore our
accumulated knowledge and history, but
rather wants us to find a more pluralistic
approach to meeting objectives — but
also not to over-interpret our actions in
how we get there. He argues many people
have great expertise but when we ask
them to examine it more methodically
or scientifically, often they can’t or don’t
realise how they sourced their achievement
— think David Beckham translating his
free kick technique into physics.
Ultimately, I think Kay wants us to think
about adaptation, and his admiration of
Darwin is clear. The world is changing
and unpredictable — indeed, who would
have thought back in 2009 that a volcanic
ash cloud would close the majority of
European airspace?
So let us embrace decision-making with
an oblique philosophy, if we dare —
exactly what this means is a little unclear,
but then it is supposed to be. One final
thought: maybe we can’t really know the
art of good decision-making and achieving
our goals, but perhaps that is because there
isn’t such a thing.
Andrew Tjaardstra is editor of Professional
Broking at Incisive Media.
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Puzzles

Coffee break

July prize puzzle

You do the maths (#2)

For your chance to win a £50 Amazon voucher, please e-mail your solutions complete with explanations and tie-breaker to
puzzles@the-actuary.org.uk by 16 July 2010.
In the following ten expressions, numbers have been replaced
by words or phrases — the words might be representative in
some way of the number, or mean something in combination
with it. The manner of replacement is consistent within each
expression (but varies between the expressions). The answers
should be a consistent replacement — not a number. Multiple
answers are a possibility in some cases.
Example:

brown!
red + black

1

(

(listening + Wuthering Heights)
networking

2

) honesty

( quartz calcite — calcite apatite )
In ( Umbridge

3

Umbridge! )

Lupin * In Umbridge
(pink/green)

Answer: Taking the value of each of the colours in snooker and
solving the equation gives 5, so the answer is Blue.

Nick Hancock — Sandi Toksvig

4

Kiefer Sutherland / Lauren Ambrose
5

(Wren * Fry) — (Dickens * Shakespeare)
Darwin

6

copper * tin

7

percussionist — jumper

8

( Temperance — Sun / Strength ) Fool
Bush

9

swimmer

Bush

Cleveland — Cleveland
10
Tie-breaker: Devise your own question for a future ‘You do
the maths’ puzzle. Creativity will be valued more highly than
obscurity.

mixture

cliff — dromedary — clemency
xylophone

Terms and conditions
The prize will be awarded for the most complete entry received before the closing date. In the event of a tie the tie-breaker answers will come into
play at the puzzle editor’s discretion. The winner’s name will be announced in the next edition. Please note that the puzzles editor’s decision is final
and no correspondence will be entered into. We reserve the right to feature the winner’s name and a photo (if supplied) in The Actuary. Your details
will not be passed to any third party in connection with this draw.

Puzzle 456

Mixed messages

Decipher these anagrams of well-known proverbs and phrases.
1. Want wonton taste
2. Toting askew tattoo
3. Tube humours a caravan
4. A blessing’s ironic
5. Absentees tarry forth
6. Shiest maintenance visit
7. A vandal’s inferior wall
8. Fabricated limper testimony
9. Deed enthroning a hung voting nit
10. Kinfolk is ethereal
11. Newcomer servomotor
12. Visitor’s underwear wit
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Puzzle 457

The July 4 colour problem

It’s Independence Day in the fictional land of Caultaria, and all
over the country the bunting is up. The country consists of 80
administrative districts (each has its own regional actuarial interest
group). Ronnie and Nigel have constructed a large papier mâché
model of the country to hang in the office window. The model is
festooned with individual lengths of coloured ribbon connecting
every district with every other district. How many different colours
of ribbon do they need so that no three districts are joined together
with three pieces of the same colour ribbon?

More puzzles online
To access the puzzles archive or to play daily interactive
Sudoku, visit www.the-actuary.org.uk/puzzles.
The puzzles editor is pleased to receive ideas for new
puzzles from readers at puzzles@the-actuary.org.uk
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Bridge
The bridge column is aimed at improvers rather than
established players — a useful guide for beginners can be found

Bridge challenge 6

at www.ebu.co.uk/education/learning/default.htm.
Please send any comments you have to Tom Bratcher at
puzzles@the-actuary.org.uk

It’s detective time!

When Partner leads a low card and Dummy plays low, the
basic principle is that you should play high. Even if you don’t
win the trick, you have ensured that Declarer has to play
high, possibly creating a winner in Partner’s hand. Also, if, for
example, Dummy holds the 10 (but it isn’t played) and you
have both J and 9, clearly the 9 will be good enough.
It is also important to play the bottom card of ‘equals’. For
example if you hold both Q and J, they are ‘equal’ (no card is
in between) and so you should play the J. The purpose of this
is defensive communication — you are aiming to give your

Solutions for June 2010
June prize winner
Congratulations to this month’s winner, Nicholas Small of
Capita Hartshead, who wins a £50 Amazon voucher.

partner a clue as to which cards you hold (of course, sometimes
this can help declarer, too…)
In the examples that follow, you have led. From what Dummy,
Partner and Declarer play on this lead, see if you can work out
which of the cards in the suit shown that Partner and Declarer hold.
No

You hold

Dummy
holds

Partner
plays

Declarer
plays

Who has

1

Q643

1052

9

K

A/J/8

2

J7532

864

9

A

K/Q/10

Declarer?
Partner?

Bridge challenge solution 5

♠9753
♥AK3
♦KQJ
♣763

Two bites at the cherry

As South, you pick up this lovely hand and
open an Acol 2NT. With 13 points, Partner bids
6NT. The lead is 10♥. How do you play to give
yourself the best chance of 12 tricks?

N
W

June prize puzzle solution
Literally giving it 110%

All 30 answers are current or former names of football clubs:
1. Bolton Wanderers
2. Barnet
3. Sunderland
4. Arsenal
5. Everton
6. Stirling Albion
7. New York Metrostars
8. Corinthians (Brazil, and elsewhere)
9. Rapid Vienna
10. Real Madrid
11. Millwall
12. Ajax
13. Bury
14. Reading
15. Hibernian
16. Liverpool
17. Motherwell
18. Chelsea
19. Rushden & Diamonds
20. Milton Keynes Dons
21. Kaizer Chiefs (South Africa)
22. Newcastle United
23. Queen of the South
24. Torpedo Moscow
25. Total Network Solutions (Wales — now ‘The New Saints’)
26. Queen’s Park Rangers
27. Young Boys (Switzerland)
28. River Plate (Argentina)
29. LA Galaxy
30. Hearts of Oak (Ghana)
www.the-actuary.org.uk
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E
S

You have 11 tricks ‘on top’ and two chances for a
♠AK6
12th — either spades break 3-3 or East has Q♣.
♥QJ6
Either way, you have a definite spade loser so if
♦A1074
you take the club finesse first and it fails it will be
♣AKJ
too late to try for the 3-3 spade break. So test the
spades first.
However, you can’t just cash AK♠ either — if they divide 4-2, the
defender will win the third round and be able to cash a fourth.
So win the lead, duck a spade, win any return and then cash AK♠.
If spades break 3-3, great: cross to Dummy and discard J♣ on the
thirteenth spade. If not, cross to Dummy and try the club finesse.

Puzzle 454 solution

Prime Nimbers

Leaving 195 buttons is a winning strategy.
The easiest way to see this is to note that leaving N buttons is
a winning strategy if, and only if, leaving N-P buttons is a losing
strategy for all Primes P less than N (because if not, then leaving
N-P’ is a winning strategy for some P’, and so the second player
starts by taking P’). It is therefore fairly straightforward for small
values of N to discern whether leaving N is a winning strategy
iteratively.
There are indeed an infinite number of winning first moves.
Suppose that there aren’t and so {N1, N2… Nj} is the set of winning
first moves. Therefore every number greater than Nj must be of the
form {Ni + P} for some integer i and prime P.
There aren’t enough primes to allow this — the relative density of
primes to composite numbers in the integers {1,…K} decreases to
zero for sufficiently large K: once the density of primes falls below
about 1/j then some integers below (X + Nj) will not be of the
form {Ni + P}.

Puzzle 455 solution

An inside job

The ratio of the volumes of C and D is 3 to 4.
July 2010
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Appointments

Sponsored by

People moves

The Association of Consulting Actuaries
has elected Stuart Southall as its new
chairman. Mr Southall is chairman and
principal of Punter Southall. He took
office on 1 June and succeeds Keith
Barton of Hewitt.

Swiss Re has recently
made the following
changes: Paul
Murray is appointed
as the head of Life
and Health Products
for Asia, based in
Hong Kong. David
Gott is appointed
as head of pricing
for Global Admin
Re and In-Force
Transactions based
in London.
David Richardson
is appointed as
head of Life and
Health Products
for UK, Ireland
and Africa,
including global
responsibility for
pricing longevity
transactions.
KPMG has made
the following
announcements:
Alastair McLeish

Tax across eight
countries.
Claire Farrelly has
joined the KPMG
team as associate
partner, and will be
leading an actuarial
practice based in
the Gatwick office.
Ms Farrelly will
be working across
Europe to bring
a co-ordinated
approach to key
client management.
She has 20 years’
experience in the
insurance industry
and has worked at
Ernst & Young and
more recently at
Towers Watson.

Claire Farrelly

David Gott

Have you moved?
Please send news of moves,
promotions, retirements and
appointments to peoplemoves@
the-actuary.org.uk

Change of address
Please remember to update your
details on the Profession’s website
at www.actuaries.org.uk/members/
transactions

Forward features

The Actuary’s features team welcomes contributions from members
or contacts in and around the profession. Below is a list of themes
for the next few months along with the deadline for submission.
If you would like to contribute, please contact Tracey Brown at
features@the-actuary.org.uk with suggestions.

September 2010 (Published 26 August, deadline 12 July)
n Risk management
n Life
n Banking
Alastair McLeish

Alan Frost has been appointed a
deputy lieutenant of the County of
Dorset. Mr Frost has lived and worked
in Bournemouth for 23 years and
was managing director of Abbey Life
Assurance Company from 1988 to
1998. He serves as chairman on the
Board of Bournemouth University and
also of Dorset Opera. He is a director of
Hamworthy and Invesco Perpetual Life.

will become UK
head of Tax and
Pensions with
effect from 1 July.
Mr McLeish’s
current role is
head of People
Services, KPMG
Europe, which
comprises Pensions,
International
Executive Services,
Employment
Tax, Employee
Incentives,
Employee Benefits
and Personal

October 2010 (Published 23 September, deadline 9 August)
n Mortality/Longevity
n Careers
n Health & care
November 2010 (Published 28 October, deadline 13 September)
n Solvency II
n Pensions
n ERM

December 2010 (Published 25 November, deadline 11 October)
n Modelling
n Risk management
n Actuarial history
Please note that these themes are not exclusive and the aim is for
a variety of articles. If you have a burning topic you’d like to write
about, please let us know. The editorial team is particularly keen to
receive articles around Solvency II issues.

Specialist Actuarial Recruiters
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