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Winter of discontent
January blues are over, New Year’s
resolutions have been made and broken,
the US has sworn in a new president
and The Actuary is taking on a new
editor. Throughout this turbulent winter,
uncertainty in the financial markets
remains an unwelcome constant.
As companies publish their full-year
results for 2008, we are forced to reevaluate our views on the (un?)likelihood
of tail events. We price and manage risks
on a daily basis, those that we survive
are taken for granted and those that we don’t fully anticipate are
never forgiven. Nevertheless, as a profession, we continue to be
forward-looking and seek new ways to improve our risk detection and
mitigation techniques.
This issue of the magazine shines a timely spotlight on education,
life and risk management. It reads rather like the title of a
motivational speech a seasoned mentor might give a young student
about to qualify. Risk management is my current area of practice
and, in my view, one of the lesser-known areas in which actuaries
specialise. For the uninitiated, more information on enterprise risk
management may be found on the Profession’s website at www.
actuaries.org.uk/erm
Financial markets may be in turmoil but all around us the world
continues unhindered. Infernos in Australia, an heroic landing on
the Hudson River and snowstorms that cripple the UK transport
system serve to remind us that there is more to life than the gloomy
economic outlook.
According to Wikipedia, an actuary is “a business professional who
deals with the financial impact of risk and uncertainty”. In these
times, we have a lot to do to live up to that accolade, and we have
been presented with much opportunity to prove our value.
I wish much success to the outgoing editor, Margaret de Valois,
who will be a hard act to follow, having brought a breath of fresh air
to the magazine.
Marjorie Ngwenya
Editor
editor@the-actuary.org.uk
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Letters

Your view

Letters to the editor
In which actuaries discuss banks gone bad
and Munros bagged

Letter of the month
Banks, biology and bad economic theory
I refer to the numerous media reports about banks that we read on a near daily basis. Some
intimate that banks are the lifeblood or the heartbeat of our economy. Others suggest they
are the parasites of society, ineffective and leeching off other organs of the economy.
From a biology perspective, banks are more aptly comparable to the ‘bad’ bacteria
and parasites in our stomachs — that we cannot live without. We have a symbiotic
relationship with them, they are neither good nor bad, they are both.
These parasites have been allowed to grow exponentially in the last decade, and have
now got so big they have effectively turned into a cancer cell.
The bank guarantee system (in Ireland) was a terrible idea, it breathed oxygen into
the cancer, which made things feel better in the short-term, but ultimately makes things
worse. We need medical assistance, but not for the cancer.
In the 1930s, banks were allowed to go bust. After Lehman, no more were allowed
to. This is going from extreme to extreme. In my opinion, extremes breed tragedy.
We need moderation.
Unfortunately, what is happening is very complex, and I don’t think our government
fully understands our medical situation. We need good medicine now, not bad. And a
good qualified medical physician!
Colm Fitzgerald
30 January 2009
For the unabridged version of this letter go to www.the-actuary.org.uk/841020

Solvency considerations: risk v cost
In principle, I agree with Chris Lewin’s
comments in the Jan/Feb issue regarding
Solvency II, but I suggest that we need to
consider two further points.
Firstly, unless 99.9% means ‘never’, I
suspect that we cannot really differentiate
between 99.9%, 99.5% and 99% probabilities.
As Paul Sweeting states in the editorial:
“Models can be unreliable just when they
are needed most, particularly in the tails of
distributions. This is also where correlation
can increase dramatically.” This very much
applies to our models for estimating risk
profiles for solvency purposes.
Secondly, and perhaps more significantly,
we need to re-assess what level of solvency
is an appropriate balance between risk and
cost. The insolvency of a single insurer is,
in my opinion, a relatively minor issue
that can easily be managed. In contrast,
a significant number of insolvencies
occurring at much the same time will test
the system, perhaps to breaking point.
Thus our solvency standards should place
a high weighting and standard on systemic
risks where the occurrence of the specified
event might threaten the solvency of many
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insurers, while applying a lighter touch to
company-specific risks.
The current financial upheaval, and
particularly the difficulties in the banking
arena, illustrate both these points only too
well and should serve as a catalyst for a
reappraisal of our objectives.
Graham Allan
2 February 2009

Subject to further change
I was interested in the long letter
contributed by Keith Barton in the Jan/
Feb issue. The particular words that, for
me, summed up the major problem for
defined benefit pensions were contained
in his third paragraph: “...and could be
the subject of future legislative changes.”
I think employers have, since 1997, had
enough change in pensions legislation,
which generally imposes added liabilities of
unpredictable amount. Their main concern
is to run a viable business, and that requires
foreseeable, controllable costs.
Victor Hughff
2 February 2009

Your letters
The editorial team welcomes readers’
letters but reserves the right to edit
them for publication. Please e-mail
us at letters@the-actuary.org.uk
The deadline for receiving letters
for the April issue is Wednesday
11 March

Communicating: beyond
appreciating your audience
The BAS Exposure Draft on reporting (April
2008) focuses heavily on the implications for
readers. I suspect your two recent contributors
of articles on communication skills would
benefit from that advice (Juliet Erickson in The
Actuary, Jan/Feb 2009 and Robert Ashton in
the accompanying web exclusive).
Both contributors pose helpful questions
for actuaries to ask themselves — who are your
readers? How well do they understand the
subject? But the contributors don’t indicate
what actuaries should do with the answers. To
an expert communicator it may be obvious,
but is it obvious to others? Ironically, this is
exactly the issue that actuaries have greatest
difficulty with in our own communications.
In 20 years of teaching business writing
to intelligent people, I have seldom
encountered anyone who didn’t realise that
they needed to think about the intended
readers. But I have met hundreds who didn’t
appreciate that the implications of that
knowledge go way beyond the language
used to explain the message.
Simon Carne
3 February 2009

Many more Munros
I was surprised to get a mention on p22 of
the Jan/Feb 2009 issue. There were others
who were at least as active; for example,
Ainsley Normand who contributed at
least as many Munros. Like Allan Martin,
I completed my final Munro last year. See
www.smc.org.uk. The SMC secretary has
edited the text to preserve my anonymity
but I am second from the right, kneeling,
and my hill-walking partner, Otto Grant
FIA, is second from the right, standing.
Dave Duncan
3 January 2009
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Ronnie Bowie

Comment

Faculty president Ronnie Bowie reports back on new initiatives,
attitudes and views from the profession

Ringing the changes

I

know many of you are wondering
whether, judging by the number of
invitations and reminders to give us
input on the merger, volunteers and
staff are doing little else and that other
important matters are being neglected.
I can assure you that this is far from
the case. Your councils and management
board are very conscious that our purpose
is to support you throughout your working
lives. So, it is timely to update you on the
initiatives we are working on, and how (and
when) you will start to see their benefit.

World-class member support
For the vast majority of our members,
most contact is electronic (either by email or through the website). While the
website has millions of interesting pieces of
information, we are aware that finding them
is a frustrating experience. Plans are well
advanced to significantly improve the site’s
ease of navigation.
We know that you want much better
targeted information from the Profession and
that the current approach appears somewhat
scattergun. A new targeted approach will
be rolled out over the next few months.
However, we need your help. Please take a

you to access learning material (for example,
through webinars and podcasts). This should
particularly help those who do not work near
London or Edinburgh or whose work and life
patterns do not fit the conventional formats.

Building public confidence
Volunteers and staff have been working
hard to build a quality framework and build
relationships with regulators and other
opinion formers. We are determined to raise
the standing of the Profession still higher,
at a time when the public needs to know
who, in the financial world, it can trust.
By demonstrating our commitment to the
highest standards of professional behaviour
and to the public interest, we can enhance
our reputation and gain that trust. We will
shortly be re-exposing the new Actuaries’
Code and will also be announcing a couple
of major regulatory appointments.

Marketing the profession
The Board has recently approved a campaign
to market the Associate qualification more
effectively. Initially, we will market this to
undergraduates as the best qualification
for those who wish to follow a career in
risk management (breaking new ground
for the Profession
in having Facebook
pages and other
‘non-traditional’
approaches).
Thereafter, we
will market it to
employers. This
represents an exciting broadening of the
horizons for the Profession.

» We are determined to raise the

standing of the Profession still higher, at
a time when the public needs to know
who, in the financial world, it can trust

«

minute to go on to the members’ area of
the website and tick the practice areas and
member interest activities which matter to
you. In that way you can be assured that you
will receive what you want and need. You
can find more information on this at www.
actuaries.org.uk/practice_areas/migs
Longer term, we are looking at new ways
of delivering CPD and new ways to allow

www.the-actuary.org.uk
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Your feedback
It would, however, be wrong to suppose that
the merger project had no wider benefits.
More than 4500 of our 20 000 members took
part in a recent exercise to gauge attitudes
and views on the merger.

You told us a lot about how you want to
see the Profession developing (irrespective of
any merger decisions).
You told us that you were proud to be
actuaries but that we need to do more to raise
our profile and update our image.
You told us that we are doing a lot of
things correctly to support your ‘actuarial
journey’ but there are things that we can
do better. Many of you said that you didn’t
really feel engaged with the Profession. A
number said that, while more than three
quarters of our members are under 40 and
half of new qualifiers are women, too many
of our activities are still run as if we are all
55-year-old men — though, as a 55-year-old
man I would make a plea that we are not all
bad people.
You told us that you want us to speak out
on matters of public importance and to do so
with authority and with confidence.
I am grateful for your help and guidance
on these matters. Many of the items described
in this article directly meet your wishes and
needs but there is more that we can do.
Irrespective of the outcome of the merger
discussion, I am determined that the
Actuarial Profession will continue to evolve
in a way that makes our members proud.
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Soapbox

Colin Ledlie

Colin Ledlie describes the contribution that actuaries can
make in the realm of enterprise risk management

ERM one year on

A

year has now passed since the
Actuarial Profession established
Enterprise Risk Management
(ERM) as a separate practice area.
It’s certainly been an eventful year, with
seismic shifts in the environment in which
actuaries of all types are now working. We
have seen failures and nationalisations in
the financial services industry around the
globe that were almost unimaginable a
year ago. What will be the impact of these
failures on risk management practices and,
in turn, the actuarial profession?
At present, the authorities and
most financial institutions are too
busy dealing with the current crisis
to implement wholesale changes to
regulatory and risk management
practices. It is certain, however, that
comprehensive reviews of the financial
crisis will follow and a wave of enhanced
regulations will ensue. I am confident that
an enhanced role of ERM will be one of the
outcomes of such reviews with minimum
standards set for risk management practices
in financial institutions.

A more significant role
This presents a unique opportunity for
actuaries to influence change and to play a
more significant role in risk management
across a wider range of financial institutions.
A number of groups have been established
in the UK and internationally to examine
the financial crisis and provide a response.
Looking at system-wide regulatory
issues, the Profession has the opportunity
to push for more effective regulation that
operates on a more counter-cyclical basis
than the current system, which tends
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toward pro-cyclical features. We should
also push for the best ERM practices to be
adopted by government when considering
the whole financial system.
Within organisations there will be many
opportunities for actuaries to demonstrate
their skills and help to enhance risk
management practices. The actuarial

for robust enterprise-wide processes
that support effective risk management
at every level in an organisation. ERM
goes beyond the numbers, models and
financial calculations that are the core
focus of the traditional actuary and seeks
to establish effective governance, processes
and controls to systematically identify
and manage risks
of all types. There
are many examples
where the failure of
operational controls
or the failure to
manage strategic risks has led to the
downfall of a company.

» ERM goes beyond the numbers,

models and financial calculations that are
the core focus of the traditional actuary

«

profession has served the UK insurance
industry well during the current crisis, with
companies generally well prepared for the
extreme events we have recently experienced.
In the banking sector there is strong evidence
of over-reliance on complex risk models.
Users of the models and senior management
may have been blind to the inherent
weaknesses of their models, which were
reliant on a range of assumptions — many
of which were crude approximations at the
best of times. Actuaries bring great skills in
the development of effective financial models
but, I believe, they have retained a strong
appreciation of the limitations of these
models, and continue to apply judgment
and simple common sense when using the
models and providing advice.
Actuaries will need to continue to
enhance their skill-set. Having moved
from a chief actuary role to a chief
risk officer role, I am very aware of the
additional responsibilities and areas
of expertise that a CRO must possess.
Central to this is an holistic view of
risk and an understanding of the need

Key initiatives
Looking at the initiatives taking place
in the UK Profession we have, as already
mentioned, increased the focus on ERM
through the establishment of a focused
practice area. There has been a very positive
response from actuaries in supporting a series
of workstreams with the aim of delivering
our vision that “actuaries are recognised as
leading professionals in the field of ERM”.
One key initiative worthy of special
mention is the development of a new
specialist technical examination, ST9, in
Enterprise Risk Management. This has
been developed in consultation with other
overseas actuarial associations to form a
globally recognised ERM credential. This is a
very exciting development that will allow the
Actuarial Profession to compete effectively
with other risk management organisations.
Colin Ledlie is chair of the ERM Practice
Executive Committee

www.the-actuary.org.uk
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News in brief
Joint Councils minutes now online
The minutes of the Joint Councils, of
the Faculty and the Institute are now
available online. Please go to www.
actuaries.org.uk/the_profession/governance/
joint_councils

Speak out with Momentum
Would you like to be part of the 2009
Momentum Conference, 7-9 December at
the Hilton in Glasgow? The conference
is for students and recently qualified
actuaries and this could be your chance
to help shape the programme for this
audience. To propose a session, visit www.
actuaries.org.uk/Momentum2009Speakers or
contact hannah.bolton@actuaries.org.uk by
13 March.

Deﬁned contributions
Current issues
concerning
the defined
contribution
(DC) market
will be the
subject of a
seminar on
3 March at
Staple Inn.
It will cover
many of
the current
issues and latest
thinking around DC, and will appeal to all
actuaries involved in advising DC schemes
or employers who operate or intend to
operate DC arrangements. For more details
visit http://www.actuaries.org.uk/conf_flyer/
DefinedContribution20090303.pdf

Legal Principles: What can go wrong?
This interactive
one-day
workshop,
12 May at
Staple Inn
in London,
will help
you become
more aware
of the legal principles that can have
implications for your actuarial work. The
workshop has been specially designed for
the Profession by the College of Law. For
more details visit www.actuaries.org.uk/
conf_flyer/LegalPrinciples20090519. To book
a place visit www.actuaries.org.uk/members/
transactions/conference_booking

10
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Modelling extreme market
events remains a challenge
The impact of the current market turbulence
on insurance modelling for extreme market
events was the subject of a recent sessional
meeting of the Faculty of Actuaries.
Based on a paper produced by the
Profession’s Benchmarking Stochastic
Models Working Party, insurance actuaries
shared views on the methods and pitfalls
involved with developing models for
extreme events such as interest rate
changes, equity market falls, and the
economic upheaval of 2008.
Paper co-author Ralph Frankland stated
that the issue of modelling extreme market
events was particularly important in the
context of the current economic climate.
“Recent market volatility serves to remind
us that sudden dramatic shifts do happen
perhaps more frequently than we tend to
expect,” he said.
“The problem is similar to that in general
insurance. Considering how you put a
price on insuring the launch of a satellite
when, following just a few years’ claimfree experience, the last two launches

had resulted in failure and consequential
enormous claims. I fear that potentially
we may have a very similar problem in
assimilating 2008 into our experience.”
He added the research in the paper could
have relevance across a range of different
industries: “Although our paper is clearly
focused on the needs of the Financial Services
Authority’s ICAS regime, the methodologies
and analysis can be applied elsewhere in risk
assessment including, potentially, Solvency
II, as well as in the assessment of market risks
outside of life insurance.”
To read the paper Modelling extreme
market events, please go to www.actuaries.org.
uk/sessional/sm20081103.pdf

Keeping you informed
What do you think of the new style
and format of the Profession’s electronic
newsletters? Launched earlier this
month, all members will now receive
one monthly e-newsletter.
Over the next few months,
e-newsletters will also be produced for
each practice area to keep you up to
date with news and activities. These
developments are part of the Profession’s
plans to improve communications
and provide relevant, targeted and
valuable information.
One change you will notice is a

reduction in the volume of e-mails you
receive. If you would like to share your
views please visit www.actuaries.org.uk/
enewsletter_feedback

What’s happening in your practice area?
Have you signed up to your practice
area community? The introduction of
practice area e-newsletters in the next
few months could mean that, unless you
are signed up, you miss out on valuable
news and developments in your area of
work. To sign up, log on to the website
and go to Personal Information, Your
Personal Profile, Person Classifications,

Practice Area Communities and tick the
relevant boxes. You can sign up to as
many communities as you wish, and
change your preferences to sign up to
one or more of the existing member
interest groups. If you would like to
suggest a new group, or if you have
ideas for other member services, contact
member_support@actuaries.org.uk
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New links between Profession and PPF
A Memorandum of Understanding between
the Actuarial Profession and the Pension
Protection Fund (PPF) came into effect on
1 February 2009.
The move aims to improve coordination between the two bodies in
regulatory matters. The Profession’s chief
executive Caroline Instance said that the
Memorandum would facilitate greater cooperation in areas of common interest.
She said: “The Profession is pleased to have
established this formal link with the PPF. We
also have memorandums of understanding

with the Pension Regulator and the
Financial Reporting Council, and this new
link with the PPF further demonstrates the
Profession’s commitment to engaging with all
stakeholders of actuarial advice.”
The PPF’s financial risk director Martin
Clarke said: “The PPF has a good relationship
with the Actuarial Profession. It is a major
user of actuarial skills, both in-house and
externally with, for example, the regular
commissioning of statutory valuations
of pension schemes. The Memorandum
of Understanding formalises the flow of

information
between the PPF
and the Profession,
and underlines
our commitment
to quality and
professionalism
within the
industry.”
With effect from Caroline Instance
1 April 2009, Alan
Rubenstein (management board member)
will join the PPF as chief executive.

Book launch marks century of state pension Pre-Budget Report indicates
100 Years of State Pension, a book
A presentation and discussion about
produced by four members of the
the issues raised in the book will
Profession’s Ageing Population Interest
take place on 16 March at the Royal
Group, Tony Salter, Andrew Bryans,
College of Physicians in Edinburgh. For
Colin Redman and Martin Hewitt,
more details, contact andrea.tsarbos@
was launched at an Institute sessional
actuaries.org.uk
meeting at Staple Inn on 26 January.
To order a copy of the book, priced
The event was attended by Sally West,
at £16.95 + p&p, please contact
Age Concern England policy manager.
publications@actuaries.org.uk
Colin Redman, one of the
authors, said: “The anniversary
of the Old Age Pension Act 1908
provides an opportune moment
to re-examine the achievements
and shortfalls of the past 100
years. Despite the achievements
in pension reform over the past
century, there is much that still
needs to be done to build an
affordable and sustainable system
Bryans, Martin
Hewitt,
Salter
that
ensures everyone receives an Left to right: Andrew
GB2331_EXACTVAL_efficiency_advert2.qxd
10/2/09
11:27
am Tony
Page
1
and Colin Redman, with Institute president Nigel Masters
adequate income in old age.”

little news for insurers

Trevor Fannin, a member of the Profession’s Life Office
Taxation Working Party, gives a view on the Budget
Last year’s pre-Budget Report, released in
November 2008, had been expected to involve
material tax changes and an expansion of
public spending to boost the economy. In the
end it proved very uninteresting, with little to
affect the taxation of life assurance companies.
The areas likely to be of most interest to life
actuaries include:
n Changes to the taxation of foreign profits in
the Finance Bill 2009 to grant an exemption
from tax on foreign dividends received by
companies
n The proposed new higher rate of income
tax of 45% from April 2011 for those with
incomes above £150 000. This will change the
relative attractiveness of investments held in
life insurance funds compared with those held
directly by investors (such as unit trusts and
OEICs) and so merits careful consideration.

External Actuarial Valuations

Valuation Efficiency
We’ll take a closer look
ExactVAL specialises in carrying out pension scheme
valuations. Our Valuation Efficiency Review can
provide your company with a bespoke, confidential
survey of your valuation processes.
Review includes:
• In depth analysis of systems and costs
• Structured set of recommendations
• Advice on implementation and ongoing review
For more details, visit our website on
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010-014_Actuary_0309_Prof.indd 11

www.exactval.co.uk/efficiency or call us on 01727 830462
March 2009

11

19/2/09 10:50:14

News

Profession

News in brief

Steps towards an ERM framework

Networking evening

Chris Lewin reports on an exercise to evaluate
the social and environmental implications of
major projects
A new research exercise has been set
up by the Profession’s enterprise risk
management (ERM) group to study and
improve methods of evaluating social
and environmental implications of major
projects around the world.
Commissioned by the actuarial and civil
engineering professions from the Bartlett School
of Planning at University College, London, it is
part of a project aimed at producing a generic

Should institutions retain market risks... or
pay a premium for protection? A joint event
with CFA UK and INQUIRE, on 16 March at
Staple Inn. For more information visit www.
actuaries.org.uk/conf_flyer/networking20090316

Open forums
Our Changing Future: current issues. This
annual meeting will take place on 16
March at Standard Life, Edinburgh.
Our Changing Future: Whether investing in
lifetime mortgages enhances the value of a life
fund. 18 March at Staple Inn.
Capital adequacy — is VaR the best approach?
25 March at Staple Inn.
For more details go to www.actuaries.org.
uk/events_listing/ap_events

Constructing risk-free yield curves
In a webinar on 17 March, Andrew Smith
will demonstrate techniques for analysing
risk components and offer explanations
for recent changes. Extrapolation to a rate
free of risk is theoretically possible but not
necessarily desirable or practical. Some
pragmatic compromises will be illustrated,
showing their likely effects on investment
strategy, benefit security and annuity
pricing. For further information visit www.
actuaries.org.uk/conf_flyer/webinar20090317.
To book online visit www.actuaries.org.
uk/members/transactions/conference_booking

Control frameworks meeting
Governance and risk management in
UK insurance companies will be the
subject of the Institute sessional
meeting on 23 March at Staple Inn. SP
Deighton, RC Dix, JR Graham and JME
Skinner will put into context the various
control frameworks that often exist within
a company, such as financial controls, IT
controls, compliance, risk management
and business protection. For more details
contact andrea.tsarbos@actuaries.org.uk

FIDELIS group opposes merger
A number
of Faculty
and
Institute
members
have set
up a formal group called FIDELIS to defend
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the continued existence of both the Faculty
of Actuaries in Scotland and the Institute
of Actuaries against the current merger
proposals. More information is available
at www.fidelisdefence.com, including the
group’s prospectus and a list of reasons why
FIDELIS opposes the merger.

Strictly new stage for actuaries
The BBC asked actuary Michael Owen to
help statistically verify a revised voting
system for the final of Strictly Come
Dancing 2008.
The request was made in December
after an unprecedented situation arose in
the semi-final where, due to a statistical
technicality in the way the judges had
scored, one of the couples could not have
been saved from the dance-off.
Mr Owen, of ML Owen and Company,
said that he had been invited to help verify
the revised voting system, which was
designed to be fair to the voting public and
the contestants involved.
The London actuary worked with the
BBC for about two days to help develop the
scoring system and ensure its fairness.

Disciplinary schemes updated
The Disciplinary Board has conducted
a review of the Profession’s current
disciplinary scheme and proposed a
number of changes.
The updated schemes, as approved by
Councils for exposure to members, are
available on the Profession’s website
at www.actuaries.org.uk/regulation/
disciplinary_schemes_review

framework for ERM for major projects, which
can be adapted by any organisation to meet its
own needs. It will build on the work the two
professions have already carried out jointly on
risk management.
The proposed ERM framework will
demonstrate how project, operational and
strategic risk can be brought together, adding
an overall corporate dimension which
includes the need to think imaginatively
about all the uncertainties, including both
threats and opportunities, as well as the risk
appetite and capability of the business.

Also available
on the website
is a copy of
the previous
scheme
with tracked
changes and
a schedule
explaining the

amendments that have been made.
Comments on the proposed schemes
are invited and should be directed to
disciplinaryschemes@actuaries.org.uk
or by post to Mark Walters, The Actuarial
Profession, Staple Inn, High Holborn,
London, WC1V 7QJ; fax: 020 7632 2121.
They will be considered before the
schemes are sent out for formal approval.
The closing date for comments is 31
March 2009, with the intention of seeking
formal approval by late April 2009.
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Merger update from Joint Councils

Highlights of the Life Convention

Joint Councils met on 4 February and
received updates on the progress of the
merger project. The independent design
consultants Living Designs provided
feedback on the member consultation
exercise to which many members have
contributed — the results of this exercise
will be available shortly. The work
strands of the merger project looking
at the Scottish Council, the Charter,
tax planning and honouring tradition
presented their latest ﬁndings and

A one-day seminar to showcase the
highlights of the 2008 Life Convention
will take place at the Radisson SAS in
Edinburgh on 12 March. For more details
go to www.actuaries.org.uk/conf_flyer/
life2008highlights.pdf

Mortality and longevity seminars
Two seminars, Mortality and longevity
— making financial sense of the highly
uncertain, will take place in Manchester
and in London on 23 March and 1 April
respectively. The seminars are aimed at all
actuaries in the life and pensions industries
and will appeal to those who are already
familiar with mortality issues. For more
details visit www.actuaries.org.uk/conf_flyer/
mortality_longevity_2009.pdf

Using strategic concepts
Workshops have been arranged at Staple
Inn to attract any qualified actuary
involved in strategic discussions and
decisions
within their
employer
or client
companies.
Delegate
numbers will
be limited to
a maximum
of 20 on each date to
ensure high participation for all delegates
during the day. Four dates are available,
from April to December. For further
information visit www.actuaries.org.uk/
conf_flyer/StrategicConcepts2009

Solvency II and ERM
The Professional Risk Managers International
Association and the Profession will co-host
a networking evening on 13 May at Staple
Inn. For more information contact mark.
symons@actuaries.org.uk

2009 Annual Pensions Conference
The Pensions Conference, 3-5 June at
the Queens Hotel in Leeds, is one of the
premier professional events in the UK
for pensions actuaries. The programme
will include sessions on the current
economic challenges, the future of
pensions social policy, and what
risk management might look like
in the future. For more details visit
www.actuaries.org.uk/events/pensions_
conference2009
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Council members provided their input.
Council members also agreed key future
dates (see below) for the progression of
the project.
Other items discussed by Council
members included the latest draft of the
Actuaries’ Code, which will be available
to members shortly, as well as the
budget and corporate plan for 2009/10.
If you would like to share your
views about the merger, go to www.
actuarialforums.com

Key dates agreed for merger project
Good progress is being made by the
eight work strands involved with the
merger project. The work strands are
looking at a range of issues, including the
development of an identity and name,
the legal and tax structure of a merged
body, and consideration of how best to
build on our history. The purpose of the
work strands is to design the best possible
structure for the future professional body,
as well as addressing the concerns that
have been raised.
At the Joint Councils meeting on 4
February, key dates for the project were
agreed:
■ 31 March Joint Councils receive
reports from work strands and provide
any final ‘steers’
■ 29 April Joint Councils decide, based on
reports from work strands, whether or not
to proceed to a formal vote.
If the decision is to proceed with a
formal vote:
■ 21 May Joint Councils approve
complete merger prospectus for
distribution to members

■ 10 June Launch of formal vote
■ 17 July Close of formal vote.
Under the Charter and Bye-laws of
the Faculty and the Institute, the formal
vote would take place at meetings of
the Faculty and the Institute, with the
votes of those present and the proxies
of those unable to attend counted. More
information about the voting process
and confirmation of the dates for these
separate meetings will follow.
If the decision is not to proceed with a
formal vote (or the vote fails):
■ 21 May (and onwards) The Faculty and
the Institute Councils would discuss how
each body sees the future of the professional
body and may take steps to develop a
robust and fair way for the two bodies to
operate going forward. Council members
have already given some consideration
to how the professional body in the UK
could operate in the event of a merger
not taking place, as both Councils agree
that the current position is unsustainable.
Some possible scenarios will be shared with
members before a formal vote.

Risk and Investment Conference
This year’s Risk and
Investment Conference will
take place at The Grand
Hotel in Brighton, 21-23

June. Recent dramatic
events in global financial
markets have highlighted
the importance of finance
and investment
risk in the
context
of overall
enterprise risk
management.
In particular,
the key role
played by
both funding

liquidity
and
market
liquidity
has
become
clear. For
more
details
and to
book a
place visit www.actuaries.
org.uk/events/risk_invest_
conference2009
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McKinsey Prize winner

TANC rolls out
events programme

TANC, a special interest group aimed at Actuarial
Alumni of Cass Business School and City University,
has announced its series of 2009 networking events
of interest to actuaries.
The group positions itself as a dynamic actuarial
community full of like-minded professionals interested
in continuing professional and personal development
while having fun.
Although TANC is aimed primarily at alumni, it
also welcomes friends or colleagues who have an
interest in any of its events.
For more information, visit www.cass.city.ac.uk/tanc.
Alternatively you can e-mail tanc@city.ac.uk

Nigel Masters presenting Esther Williams with the McKinsey Prize for
Communications for her performance in the Subject CA3 (Communications) exam in
the April 2008 exam session.

New CT7 change
The syllabus and core reading for CT7
will change significantly for the exams
from April 2010 onwards. The reason
for the change is to reflect the need for
tomorrow’s actuaries to be well versed
in understanding their clients’ business.
CT7 will be renamed ‘Business
Economics’ and the emphasis will be on
economics in a business context. The
scope of economic theory covered will
be similar to that in the current CT7 but
the change of focus is intended to make
the subject more accessible to students
and more useful in their work. For
example, the subject will concentrate

on the ways firms compete and will link
more effectively with the CT9 Business
Awareness course. The course aims
to put the study of economics into a
practical business framework and will
continue to include both micro- and
macro-economic topics.
The core reading will link to a
standard textbook, Economics for
Business by Sloman & Hinde, which
is part of a family of well-established
textbooks used by universities. The
book is accompanied by a range
of online material which will be a
source of additional (non-examinable)
information for students including upto-date case study material.

Role play at Cass Business School
Cass Business School has introduced a
unique role play element for students
taking the BSc in Actuarial Science,
which sees students giving mock
insurance broking advice to actors
playing members of the public. This
activity is part of the coursework for
the Life and Health Insurance elective.
The students interact directly with the
actors and advise them on what options
they have available to them with
regards to life insurance, pension plans
and health insurance.
Cass has also recently made some
changes to its specialist Masters courses
for Actuarial Science and Actuarial
Management, which offers more
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flexibility.
Both courses
are offered
on either a
full-time or
a part-time
basis and
part-time
students are
now able
to attend
lectures for one day each week, to fit in
with the study leave packages offered by
most actuarial employers. Lectures are
also supplemented by online material
available through the School’s virtual
learning environment.

Use the library from
your computer
Following on from
a successful trial,
the Profession’s
libraries can now
give members
access to a range of
electronic resources
direct from their
PCs, using the
portal know as
Athens — also used
by many academic
institutions.
The full text of articles in the following
journals is now available, and new resources
are regularly added:
n Annals of Actuarial Science
n Applied Mathematical Finance
n Benefits
n British Actuarial Journal
n Economic and Social Data Services
n Geneva Papers on Risk & Insurance
n Journal of Asset Management
n Journal of Financial Services Marketing
n Journal of Pension Economics & Finance
n Journal of Risk & Insurance
n Journal of Risk and Uncertainty
n Journal of Social Policy
n Journal of the Royal Statistical Society: Series C
(Applied Statistics)
n JSTOR Mathematics & Statistics, Business, and Arts
& Sciences collections (around 200 separate titles)
n Pensions: an international journal
n Risk Management & Insurance Review
n Significance
n The Actuaries’ Survival Guide (E-book)
To obtain access to the portal, please e-mail
libraries@actuaries.org.uk, who will set up your account.
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Actuarial developments at Heriot-Watt
Heriot-Watt University has launched an
ambitious strategy to set its direction to
2015 with the aim to place Heriot-Watt at
the forefront of research and research-led
education in the UK and internationally.
Through the strategy it intends to set the
agenda to reshape the University and, in
so doing, grow its academic base by 50% in
10 years.
In order to deliver this ambition,
the university has committed itself to
growth and investment, both in staff and
infrastructure. Some of this investment will
be in developing and strengthening the
academic staff across five key themes, one
of which is highly relevant to actuaries. The
theme is entitled Risk and Modelling.
Risk and its management are at the
centre of modern living. The purpose of this
theme is to align actuarial mathematics,
statistics, psychology, computer science and
engineering to deal with mathematical and
behavioural aspects of risk and uncertainty.
The approach at Heriot-Watt is to
capitalise on the talents it already has in

actuarial mathematics, probability and other
related disciplines that deal with uncertainty
and take an interdisciplinary effort which
will allow it to tackle the real challenges of
risk. A combined approach will encompass
the quantitative behavioural and societal
aspects of the problem and lead to practical
solutions and mitigation strategies.
A major initiative includes establishing
FRAME — Financial Risk and Actuarial
Modelling, Edinburgh — a major expansion
of Heriot-Watt’s actuarial and financial
mathematics teaching and research, helping
to understand quantitative risk and its
management in financial services.
The University has also launched an MSc
course in Quantitative Risk Management,
to address future demand in the financial
services industry for advanced risk
modelling and risk management skills.
In recent years, banking and insurance
regulators have been concerned with the
development of robust capital adequacy
systems, and the current financial crisis
suggests there is much work left to do.

Forecast your future
MSc in Actuarial Science
MSc in Actuarial Management

As one of the world’s leading academic centres in the actuarial and insurance fields, it’s no surprise
that gaining a qualification with us can lead to exemption from many of your professional exams.
s "OTH COURSES ARE ACCREDITED BY THE !CTUARIAL 0ROFESSION
s -3C IN !CTUARIAL 3CIENCE OFFERS EXEMPTIONS IN 3UBJECTS #4 TO #4
s -3C IN !CTUARIAL -ANAGEMENT OFFERS EXEMPTIONS IN 3UBJECTS #! AND 34 TO 34 AND STUDENTS
MAY ALSO COMPLETE OUTSTANDING #4 SUBJECTS
s )N ADDITION ELECTIVE MODULES GIVE STUDENTS EXPOSURE TO TOPICS IN WIDER lELDS SUCH AS INSURANCE
lNANCE INVESTMENT AND )4
s "OTH COURSES ARE AVAILABLE ON EITHER A FULL TIME BASIS OVER ONE YEAR OR A PART TIME BASIS OVER TWO YEARS
s 0ART TIME STUDENTS ARE REQUIRED TO ATTEND LECTURES FOR ONE DAY PER WEEK OVER  WEEKS PER YEAR WHICH
lTS IN WELL WITH THE STUDY LEAVE PACKAGE OFFERED BY MOST ACTUARIAL EMPLOYERS
Forecast your future by attending one of our regular information sessions. Contact us
on +44 (0)20 7040 8468 or visit www.cass.city.ac.uk/masters to book your place.

www.cass.city.ac.uk/masters
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US considers curbing the
credit derivatives market
Senior Democratic lawmaker Collin Peterson
has released draft legislation that could
outlaw most types of credit derivatives
trading, dealing a hammer blow to the
$30 000bn credit derivatives market. The
draft would ban the trading of credit default
swaps (CDSs) unless investors owned the
underlying bonds or loans on which the
credit insurance was bought.
CDSs offer insurance against counterparty
defaults. Until recently the contracts were
not classified as insurance business in the
US and, therefore, not subject to the capital
requirements usually meted out to insurers.
Very few CDS trades are carried out
to cover an actual bond position, with
many trades placed to bet on future
creditworthiness or to hedge more
general positions.
The proposals also call for all over-thecounter derivatives trades, not just credit

derivatives, to be cleared via clearing houses.
Although the draft in its current
form may never be adopted, it offers
an insight into legislators’ attitudes to
developing a new supervisory framework
for less transparent sectors of the capital
markets. Previous faith in self-regulation
of financial markets is now considered to
be misplaced.
In a recent statement, Eraj Shirvani,
chairman of the International Swaps and
Derivatives Association (ISDA) and head
of credit sales and trading at Credit Suisse,
said: “Throughout the crisis, credit default
swaps have remained available and liquid.
They have been the only means of hedging
credit exposures or expressing a view at
a critical time for the industry. Impairing
their use would be counterproductive to
efforts to return the credit markets to a
healthy, functioning state.”

Fortis shareholders take legal
action against Dutch state
Shareholders in Fortis, the Dutch
insurance and banking group,
are preparing to launch a legal
challenge to its nationalisation by
the Benelux governments. After a
loss of confidence in the markets, the
Dutch state took over Fortis’ Dutch
operations for E16.8bn (£15.3bn).
FortisEffect, the action group
representing more than 1000
shareholders, said that it would seek
damages from Fortis Holding, Fortis
Netherlands, its executives, the
Dutch and Belgian Governments, and
supervisors such as the Dutch and
Belgian central banks.
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In a further development, Chinese
insurer Ping An, which owns 5%
of Fortis, has also made clear its
opposition to the sale of Fortis’s Belgian
banking operations to BNP Paribas.
The shareholders argued Fortis failed
to consult them in the hastily negotiated
deals to rescue Fortis last October. A
lawyer for FortisEffect, said that the
group had served a summons on Dutch
finance minister, Wouter Bos, to insist on
a meeting with the shareholders.
The Dutch Finance Ministry insists
that the transaction had been “valid”
and the loss for shareholders would
have been far greater without it.

Swiss Re seeks injection
from Berkshire Hathaway
Warren Buffet has
injected SFr3bn
into struggling
Swiss Re, in a move
that could give
him almost 30% of
the world’s second
largest reinsurer.
Berkshire
Hathaway, the
investment
business run by Mr
Buffett, already owns 3% of Swiss Re and
will charge the reinsurer a high interest
rate of 12% for the funding over three
years. Berkshire also reinsures 20% of Swiss
Re’s property and casualty book via a quota
share retrocession deal struck in 2008.
Swiss Re reported a preliminary annual
net loss of SFr1bn and scrapped its
financial markets activities after increased
write-downs on structured credit default
contracts. The results confirmed analysts’
worst fears. Swiss Re shares fell by 28% to
SFr21.70 in February.
Swiss Re admitted that, at year end, it
was SFr1.5bn to SFr2bn below the level
required to maintain its AA credit rating.
The group had intended to cut dividends
to SFr0.10, to preserve capital. Scrapping
the dividend altogether was not possible,
because it could prevent some institutions
from investing.
The transaction, which is subject to
shareholder approval, is likely to take the
form of a perpetual note, giving Berkshire
the option in three years’ time to convert
into Swiss Re shares at SFr25.
Swiss Re has also announced that it
intends to raise further equity of up to
SFr2bn, subject to market conditions.
Fabrizio Croce, of Kepler Capital
Markets, said: “We expected a profit
warning but never thought the capital
position would be so desolate. While
the conditions set by Berkshire are
outrageously bad for Swiss Re, the
company and shareholders will
probably have to accept them as there
is no alternative.”
Mr Buffet has made a number of
opportunistic moves in the market since the
onset of the financial crisis, including deals
to invest $5bn in Goldman Sachs and $3bn
in General Electric, receiving favourable
terms in both cases.
Swiss Re announced its full year results on
19 February.
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RBS scraps sale of
insurance division
RBS has withdrawn its Direct Line personal
lines insurance arm from sale. The sale
launched 10 months ago had hoped to
attract a £6bn to £7bn price tag.
New chief executive Stephen Hester, who
took over from Fred Goodwin in January,
declared RBS’s insurance assets as a core
part of the group for the future, adding:
“Given RBS’s broader considerations, it
was important to test the market for this
business which has demonstrated that a sale
on terms currently available would destroy
value for RBS’s shareholders.
“RBS Insurance benefits from a leading
market position, strong cash generation and
low capital requirements. It does not absorb
funding or risk-weighted assets and is not
closely connected to the credit cycle. It is
an impressive, well-run business with great
people and excellent customer franchises. It
can play an important role as we return the
RBS group to standalone strength.”
The move marks a sea change in the
embattled bank’s strategy compared to that
of the previous management team.

Competition Commission
imposes delay on PPI sales
Banks must wait seven days before they
can sell customers payment protection
insurance (PPI) according to a Competition
Commission crackdown.
The new rules come into force in 2010 and
will not allow banks to offer PPI at the point
of sale, or provide single premium policies.
Lenders have also been ordered to provide
“improved information” to customers.
The Competition Commission’s report
into the £3.8bn-a-year PPI industry slammed
firms for over-charging customers.
“These are significant measures carefully
designed to address the serious competition
problems that exist in this market,” said Peter
Davis, the commission’s deputy chairman
and chairman of the PPI inquiry. “The pointof-sale advantage has meant leading providers
have faced little competition for PPI and, as a
result, have charged persistently high prices.”
However industry bodies warned that the
new rules may hurt consumers.
Nick Starling, director of general insurance
and health at the ABI, said: “The ABI believes
the point-of-sale ban carries significant
risks for borrowers, mainly by leaving them
unprotected at a time when unemployment
cover has never been needed more.”

www.the-actuary.org.uk

018+019_Actuary_0309_IndNews.ind19 19

Movers and shakers in
pensions buyouts 2008
Bulk annuity market – movers and shakers 2008 / 2007
Rank

Bulk annuity
providers

2008

2008

2007

2007

Year-on-year change

Cases
written

Value

Cases
written

Value

Cases
written

Value

173

£1,817m

183

£1,105m

-5.5%

+64.4%

1

Legal & General

2

PIC

5

£1,652m

n/a

n/a

n/a

n/a

3

Prudential

4

£1,370m

23

£55m

-82.6%

+2390.9%

4

Paternoster

13

£1,071m

16

£1,393m

-18.8%

-23.1%

5

Norwich Union

39

£826m

25

£115m

+56.0%

+618.3%

6

Rothesay Life

1

£750m

n/a

n/a

n/a

n/a

7

Lucida

3

£305m

n/a

n/a

n/a

n/a

8

MetLife

5

£230m

n/a

n/a

n/a

n/a

9

Aegon

15

£124m

10

£105m

+50.0%

+18.1%

10

AIG

14

£36m

2

£19m

+600.0%

+89.5%

11

Canada Life

1

£1m

n/a

n/a

n/a

n/a

2008 has been a record year for the bulk
annuity market, with a total £8.2bn of
business written, up from £2.8 billion
in 2007, according to research from
Aon Consulting. Legal & General has
leapfrogged Paternoster, which has
slipped into fourth place, as the market
leader by value of deals underwritten.
During 2008, competition has
intensified and market share has
shifted considerably between the top
providers. L&G has written the lion’s
share, the 173 cases is almost twice
the total of the other top nine firms
combined. Prudential has also returned
to the fore in this market, thanks
to the first £1bn deal with Cable &
Wireless. 2008 did, however, see the
first casualty, with Synesis Life ceasing
to operate.
Paul Belok, actuary at Aon Consulting,
said: “While 2008 saw only a 5%
increase overall in the number of cases
placed, the value of those deals soared
by 190%. During the year, most providers
witnessed an unprecedented level of
interest from defined benefit pension
schemes and their sponsors. The big
driver for growth was pensioner buy-ins,

KPMG averts job losses
KPMG has concluded a consultation with its
staff that will see all levels working a four-day
week or taking a holiday, to avert job losses.
Two-thirds of its 11 000 UK-based staff
agreed to the scheme, which will start from
March 2009 until 2010.

whereby a bulk annuity policy is secured
for current pensioners and then held by
the scheme as an investment (rather
than individual policies being bought for
members and the scheme then being
wound up) — about two-thirds of the
cases over £100m were on this basis.
“A healthy increase in competition
resulted in a more balanced spread
of business among the providers. We
have started to see different strategies
emerge, with some providers focused
on doing a small handful of big deals,
and others interested in smaller cases
but greater volumes.
“The future is not as bright as one
might expect from a market that has
grown so rapidly. The fourth quarter in
2008 saw a slowdown, following the
collapse of Lehmans and, in particular,
the impact this had on the corporate
bond market. Lack of liquidity and
uncertainty around pricing and risk of
default gave the insurers headaches
because corporate bonds are key
assets they use to back annuities. This
meant that while there continued to
be attractive deals to be done, some
insurers remain cautious.”
Staff moving to a four-day week will lose
one day’s pay, with those opting for extended
holiday receiving 30% of their wages. No
benefits are expected to be cut.
Richard Bennison, chief operating officer,
said the prospect of large-scale redundancies
had been averted.
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From the world of general insurance
Further fall-out from the global
financial crisis
Richard Ward, chief executive of Lloyd’s, has
expressed frustration at the apparent public
perception that all financial institutions are
responsible for the global financial problems
of recent months. He maintains that this is
unfair in that the problems stem from the
banks and their irresponsible lending. In
particular, he described Lloyd’s and other
wholesale markets as bastions of “integrity,
probity and prudence”, having learned from
problems in the past. These comments were
echoed by Patrick Liedtke, secretary general
of the Geneva Association, which is a thinktank for the insurance and reinsurance
industry. He also stressed that, unlike in
banking, the trust between insurance and
reinsurance market participants remained
strong, with firms continuing to co-operate
and share risks.
Aon Benfield, the reinsurance broker,
has warned that insurers could be hit by
claims of up to $4bn from the Bernard
Madoff Ponzi scandal (the collapse of
Bernard L Madoff Investment Securities),
with a current best estimate of $1.8bn. This
is based on estimated exposed insurance
limits of $6bn. The claims are likely to arise
principally in directors’ and officers’ liability,
errors and omissions liability and fidelity
classes, in the financial institution sector.

Lloyd’s
Several Lloyd’s syndicates have increased
their capacity for 2009, some of them
pointing out that much of their business
is written in currencies other than sterling
and, therefore, they need additional capacity
to write the same amount of business, given
sterling’s recent weakness. Among these is
syndicate 382, managed by Hardy, which
has announced an increase in capacity by

For more general
insurance news
More news on the following items
can be found on the website:
n Regulatory developments
n AIG sale of International Lease
Finance Corp
n Mergers and acquisitions
developments
n Florida’s catastrophe insurers
n Large losses
Visit www.the-actuary.org.uk/
category/news/industry
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£65m to £250m. In addition, Amlin has
started a new syndicate (6106) with a £50m
capacity and Arch Capital Group announced
plans for a new managing agency with one
new syndicate.

Payment protection insurance
The UK Competition Commission has
produced its report on the payment
protection insurance (PPI) market, and
concluded that there was a serious lack of
competition for this class of business, with
few customers aware that it is possible to
shop around for cover. To overcome this,
the report recommends that the sale of
single premium PPI should be banned, and
companies that currently sell the cover
alongside the loan or credit card under
which the payments are protected will have
to wait seven days before they can contact
the customer to sell them the insurance
— this is to remove the pressure on the
customer at point of sale. The new rules
are expected to be introduced in 2010. This
development occurs at a time when several
PPI providers have recently increased their
premium rates by around 20% to allow for
the increased unemployment risk.

Piract problems
The Sirius Star, a giant oil tanker with a
cargo of approximately $100m worth of
crude oil, which was hijacked in the Gulf
of Aden on 15 November, was finally
released by the Somalian pirates on 9
January, following a ransom payment
reported to be around $3m.
At about the same time, the US Navy
redeployed some of the vessels in the
Coalition Task Force 150 (combating
terrorism in the area) to a new Coalition
Task Force 151 to counteract the piracy
threat. The CTF151 includes European
Union vessels, which had been active in
the area for several weeks, during which
time the frequency of successful attacks
has significantly reduced.
The head of marine hull at Aon
Benfield, Peter Townsend, has warned
that the publicity obtained by piracy
attacks in the Gulf of Aden is likely to
lead to a spate of copy-cat hijackings
elsewhere — already there have been a
number of oil-related attacks in the Niger
delta this year. Other senior figures in the
marine market have endorsed this view.

Uninsured drivers in the UK
The Department of Transport has introduced
new powers to make it an offence to keep
an uninsured vehicle in the UK. The new
scheme is due to be implemented by 2011
using the Motor Insurance Database, which
is updated daily by insurers. The proposal is
that any vehicle keeper without insurance
will be sent a letter containing a deadline for
obtaining coverage — if they do not adhere
to this deadline they will be subject to a £100
fine and possible seizure of the vehicle. It is
estimated that uninsured drivers cost those
with insurance a total of £400m each year.

Asbestos developments
The run-off insurers who lost their case on
the trigger for mesothelioma claims in the
High Court in November have, as expected,
appealed the decision, principally on the
basis of legalistic arguments on the meaning
of terms in the policy wording. In particular,
they are challenging the contention that
“sustained/contracted” means the same as
“injury occurred”. The appeal is expected to
be heard later this year.

New York Insurance Exchange
New York State Insurance Superintendent,
Eric Dinallo, has confirmed that plans are

underway to revive the NYIE, which was
established in 1980 as a direct competitor
to Lloyd’s, but failed spectacularly in 1987,
with 10 of the 50 syndicates declared
insolvent. The new NYIE is said to be
aiming to take business primarily from
the Bermudian market, President Obama
having expressed the view that he may
initiate a crackdown on the use of offshore
domiciles. It could also permit members to
transact business across state boundaries
without the need to obtain separate
authorisation in each state.

General Re/AIG court case
Further to the case of the five General
Re and AIG executives found guilty
of conspiring to arrange a scheme to
manipulate the accounts of AIG, Christian
Milton, AIG’s ex-vice-president of
reinsurance has been sentenced to a fine of
$200 000 and four years in prison.
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Crombie and Kirkwood
receive New Year honours
Sandy Crombie, group chief executive
for Standard Life, received a CBE in the New
Year’s Honours List, for his services to the
insurance industry in Scotland.
Mr Crombie has worked for
Standard Life for 42 years. He is
also a member of the Chancellor of
the Exchequer’s High Level Group, a
director of the Association of British
Insurers, and sits on the Insurance
Industry Working Group.
Also appointed CBE was Professor
Tom Kirkwood, director of the
Institute for Ageing and Health,
and an honorary fellow of the

Sandy Crombie

Professor Tom Kirkwood

Faculty of Actuaries.
Professor Kirkwood’s appointment
was in respect of his services to
medical science. He began his research
in the 1970s and has contributed
to some major leaps in scientists’
understanding of the ageing process.
He has delivered lectures via the BBC
and acted as a specialist advisor to
the House of Lords report on Ageing:
Scientiﬁc Aspects.

Golden touch for Worshipful Company
The January court meeting of the
Worshipful Company of Actuaries
was held on Thursday 15 January at
Goldsmiths’ Hall. The Goldsmiths are one
of the most senior of the City of London
Livery Companies and their Livery Hall is
one of the most magnificent. It is also still
a working building as the assaying of gold
in London is carried out there, hence the
origin of the word ‘hallmark’.

Following the court meeting there
was a reception and dinner set in the
magnificent main hall. More than 120
guests sat down to an excellent meal
presided over by our Master, Andrew
Benke. The principal guest was Sir
David Brewer, Lord Mayor of the City
of London in 2005/06. During his year
as Lord Mayor, he hosted Her Majesty
the Queen at the Mansion House to
celebrate her 80th birthday, and he is
now her representative as the
Lord Lieutenant of London.
Also present were two other City
Aldermen, the prime warden of
the Goldsmiths and the masters of
three other Livery Companies.

A charitable run
Report by Robert J Young
On the way home one June evening, there
was an article in thelondonpaper reporting
on the forty Run 10k events that Cancer
Research UK was arranging, based around
historic buildings all over the country.
One was to be held at the stunning
location of Leeds Castle, close to my
home in Kent — a place we visit regularly
as a family. Given the number of family
and friends who have come into contact
with the disease, raising funds for Cancer
Research UK had a significant personal
resonance. Rapidly approaching 50 and
still overweight despite many gym visits, a
decision to enter was born.
I had already started running along the
River Thames, typically from London Bridge
to Westminster Bridge and back. These runs
were later extended to Lambeth Bridge.
With a young family and many weekend
activities, training remained primarily a
weekday exertion.
The big day arrived and I was there
early to warm up, with local radio and
gym instructors on hand to support and
encourage. More than 2000 runners set off
and, as expected, almost immediately we
were heading uphill. The course undulated
significantly throughout, resulting in me
finishing in just over one hour, rather
than under as hoped. With three young
daughters waiting at the finish line I had
to make it.
Many thanks to all those who sponsored
me, and to the equal sponsorship from
SIAS. I raised more than £2500 to help fight
the terrible curse of cancer. The remaining
question is: what about 2009?

People news
If you have any newsworthy items
for these pages, please e-mail Amy
Guna at social@the-actuary.org.uk
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For people moves, see page 52

More than just an actuary —
my extraordinary family
Helen Ruffhead
When I started as a trainee actuary 30
years ago, it seemed the obvious choice
for someone who had always loved maths
but, in fact, I had been contemplating a
very different career. Voluntary work with
disabled children during my student days
had given me a strong calling, much to
the disgust of my tutor, who believed it a
criminal waste of a first class maths degree.
To his delight and my dismay I was rejected
for teacher training in special education, so
put my dream on hold.
Nine years of studying for the exams
gave me little time for other activities
but, after qualifying, I resumed my
voluntary work and discovered that it
was possible for single women to adopt
children with disabilities. Despite outright

News

People/Society

rejection from one adoption agency and
discouraging responses from two more,
I was eventually approved and brought
my first son, a Down’s syndrome baby,
home in 1990. Two years later I adopted
a second Down’s baby to complete our
family. I stopped work after adopting
my first son but, when my younger son
started school, I was fortunate enough to
get a part-time job as an actuary at a firm
just a couple of miles from home.
Three years ago there was a new twist to
my story when it was confirmed that I too
had a disability — Asperger syndrome (a
mild form of autism) and a condition that
remains undiagnosed for many people. I
have now published my life story entitled
Not Your Normal Family, under the pen
name of Fiona Barrington.

Obituary

Desmond Le Grys
Howard Webb pays tribute to an ebullient and
optimistic man
Desmond Le Grys, who died on 11 October
2008, became a fellow of the Institute in
1962. His career included positions with
Commercial Union, London Indemnity and
Munich Re. He retired in 1996 but continued
with consulting work.
He was a joint author of a 1990 JIA paper
on AIDS, produced a report on equity release
mechanisms and was one of the leaders of the
1998 discussion meetings at the Institute and
Faculty on Human Genetics. He was actively
involved with various working parties of the
Social Policy Board until very recently.
In 2002, he received an Institute President’s
Award for his contribution to the profession.
For the full obituary go to www.the-actuary.
org.uk/841027

Obituary

Max Lacroix

Max Lacroix

Max Lacroix, a distinguished French actuary,
died in January 2009, aged 95.
Outside of France, Mr Lacroix was
best known for his contribution on the
international actuarial stage. In 1973 he
and others had the idea of establishing an
organisation to represent all the actuarial
associations in the then-named European
Community. This resulted in the creation of
the Groupe Consultatif in 1978 with Max as
its first chairman.
In 2001 the IAA awarded him its Medal
of Distinction (la Medaille de Distinction de
l’Association Actuarielle Internationale).
For the full obituary go to www.theactuary.org.uk/841026

Births

daughter, Hannah Marie, on 5 January 2009.

n Wali Chishti (Towers Perrin) and his wife
Mediha are pleased to announce the birth of
their son, Ibrahim, born on 24 January 2009.

Hannah Marie Bushell

n Peter and Katherine Bushell (Self Assured)
are pleased to announce the birth of their
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n Donald Robertson McClure died on
8 December 2008, aged 78. He became a
fellow of the Faculty in 1955.
n John McCubbine Watt died on 14
December 2008, aged 65. He became a
fellow of the Faculty in 1968.

n Owen Hewlett (Mercer) and his wife
Samantha are pleased to announce the
birth of their daughter, Sidney Jessica
Rushton, born on 10 January 2009.
n Kevin Begley (Watson Wyatt, Dublin)
and his wife Majella are pleased to
announce the birth of their son. Ryan
Begley was born on 3 November 2008.

Desmond Le Grys

Deaths
n John Peden Brown died on 17
November 2008, aged 78. He became a
fellow of the Faculty in 1964.

n Mahindra Kumar Harjivan Popat died
on 29 November 2008, aged 60. He became
an associate of the Institute in 1978.
n Anthony Edward Griffiths Round died
on 28 January 2009, aged 73. He became a
fellow of the Institute in 1961.

Please send details of births, deaths and marriages to announcements@the-actuary.org.uk
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Tuesday 3 March
Some Specifics about Generic
Standards
Staple Inn Hall,
5:30pm for 6pm

19 March 2009
Annual Pub Quiz
The City Tavern
29/30 Lawrence Lane
London EC2V 8DP
6.30pm

Programme Event
By the end of next year you won’t have to comply
with any of the Board for Actuarial Standard’s
adopted Guidance Notes, as they will all have been
replaced by the new Technical Actuarial Standards
(TASs). Development of the three Generic TASs (on
data, modelling and reporting) is well under way
— do you know what they will cover and how they

will affect your work?
Louise Pryor, director of the BAS, will lead a
discussion of some of the points to emerge from
the recent consultations.
There is no need to register for this event in
advance. A buffet supper will be provided at the
Cittie of Yorke pub after the meeting.

SIAS Social Event
Taking quizzes to a whole new level!
Forget all that actuarial stuff for a little while and
start spodding up on some useless trivia!
Teams of up to five people are invited to enter.
The cost is £10 per team and an additional £5 for
each non-SIAS member. The cost will include a
buffet dinner and cover some fabulous prizes.

Places are limited so please reserve early. It
would be great to see some of the big teams
from last year back again — Munich Re United, Pat
Butcher’s Leotard Fan Club, Four Weirdies and a
Beardie, to name but a few.
To reserve a place please e-mail James.
Williamson@barnett-waddingham.co.uk

Charity sponsorship reminder
SIAS operates a sponsorship scheme to support
our members who are involved with raising
money for charity.
Any SIAS member or team of members can
apply to SIAS for a donation to their charity.
The donation will be equivalent to 25% of the
sponsorship total raised by the SIAS member,with a
maximum donation of £500. This will be increased
to 50% of the sponsorship total raised for team

applications, where members represent more than
one employer.
This initiative has been in place for more than
two years and several donations have been made
but we’re sure there are more of you out there
doing your bit for charities that could also benefit
from this scheme.
Please visit the website for more details and to
download an application form.

For details of events, visit www.sias.org.uk
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Events

Events
Actuarial Profession
Monday 2 March
Evening event: Fair value
accounting and ERM
network
Staple Inn Hall,
London
Tuesday 3 March
SIAS meeting: Some
specifics about generic
standards
Staple Inn Hall,
London
Tuesday 3 March
Half-day seminar: Defined
contribution

Staple Inn Hall,
London
Thursday 5 March
Two-day Fellowship
course in professionalism
for newly qualified
actuaries, Oxford
Thursday 12 March
One-day seminar:
Highlights of the 2008
LIFE convention
Radisson SAS,
Edinburgh
Monday 16 March
Evening event: Should
institutions retain market
risks or pay a premium

Event listings
To list your events in The Actuary, please
e-mail calendar@the-actuary.org.uk

Contacts
Actuarial Profession
Actuarial Profession
events
See event listing for
location details. See also
www.actuaries.org.uk
Faculty of Actuaries
Meetings held at 4.30pm
for 5pm, unless otherwise
stated.
T +44 (0)131 240 1300
E faculty@actuaries.org.uk
Institute of Actuaries
Sessional meetings held at
Staple Inn, 4.30pm for 5pm,
unless otherwise stated.
T +44 (0)1865 268200
E institute@actuaries.org.uk
Staple Inn
Actuarial Society
Meetings held at
Staple Inn, 5.30pm for
6pm unless otherwise
stated, followed by
a buffet supper at a
nearby tavern.
Hon sec Amanda Prest
T +44 (0)20 7847 6266
E amanda.prest@hymans.
co.uk
Programme contact
Richard Purcell
E programme@sias.org.uk
Social contact
Alvin Kissoon
E social@sias.org.uk

www.the-actuary.org.uk
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Association of
Consulting Actuaries
Meetings held at Jolly
Hotel St Ermin’s,
Caxton Street,
London SW1
unless otherwise stated,
5.30pm, dinner at 7pm
for 7.30pm.
Secretariat
T +44 (0)20 7382 4594
E tracey.gleed@aca.org.uk
Birmingham Actuarial
Society
Meetings held at 5pm
for 5.30pm, followed
by drinks locally. Nonmembers welcome.
Hon sec Thomas Alden
T +44 (0)121 633 6786
E thomas.alden@
landg.com
Bournemouth
Actuarial Society
Meetings held at 6.30pm.
Non-members welcome;
contact hon sec.
Hon sec Jacky Cheung
T +44 (0)1202 292333
x2149
E jacky.cheung@liverpoolvictoria.co.uk
Bristol Actuarial
Society
Meetings held at 5.30pm,
with tea from 5pm.
Hon sec Paul Bowden
E bas@bbs-actuaries.co.uk

for protection?
Staple Inn Hall,
London
Monday 16 March
Faculty sessional meeting:
100 years of state
pension provision
Royal College of
Physicians, Edinburgh
Tuesday 17 March
Virtual seminar:
Constructing risk-free
yield curves
Monday 23 March
Institute sessional
meeting: Governance and
risk management in UK
insurance companies
Wednesday 25 March
Open Forum on capital
adequacy. Is VaR the best
approach?
Channel Islands
Actuarial Society
Meetings held at BWCI,
St Peter Port, Guernsey,
5.15pm for 5.30pm, unless
otherwise stated. Sessional
meeting monthly.
Hon sec David Peel
T +44 (0)1481 728432
E dpeel@bwcigroup.com
Faculty of Actuaries
Students’ Society
Sessional meetings
held at Standard Life
House, Edinburgh, 5pm
for 5.30pm.
Contact Donald Budge
T +44 (0)131 245 3988
E donald_budge@
standardlife.com
Glasgow Actuarial
Students’ Society
Meetings held at
Resolution, 287 St Vincent
Street, Glasgow, G2 5NB
Sec Ross Fleming
E rfleming@deloitte.co.uk
Groupe Consultatif
Actuariel Européen
Sec Michael Lucas
T +44 (0)1865 268218
E mlucas@gcactuaries.org
Invicta Actuarial
Society
Meetings held at Grimond
Lecture Theatre 1, University
of Kent, Canterbury, 6pm.

Association of
Consulting Actuaries
Monday 9 March
Regional meeting/dinner
Crowne Plaza, Leeds

Friday 13 March
Investment conference
2009
Edinburgh International
Conference Centre

Monday 16 March
Regional meeting/dinner
Radisson SAS
Holloway Circus
Birmingham

Pensions Management
Institute
Wednesday 25 March
PMI Spring Conference
2009
London Art House,
Islington

Wednesday 25 March
Regional meeting/dinner
George Inter-Continental
Edinburgh
Thursday 26 March
Sessional meeting/dinner
NH Jolly St Ermin’s
2 Caxton Street
London
National Association
of Pension Funds
Wednesday 11 March to
Contact Andrew James
T +44 (0)1227 827703
E a.james@kent.ac.uk
London Market
Actuaries Group
All meetings are 12.30pm
at the Old Library, Lloyd’s.
Chairman Armoghan
Mohammed
T +44 (0)20 7213 5906
E armoghan.mohammed@
uk.pwc.com
London Market
Students’ Group
Chairman Emma
Blackhurst
T +44 (0)1372 751 060
E emma.blackhurst@
emb.co.uk
LSE Actuarial Society
(London School of
Economics)
President Yici Zhou
T +44 (0)7818 262232
E su.soc.actuarial@lse.ac.uk
Manx Actuarial Society
Meetings held at 5.30pm
for 6pm.
Hon sec Joanne Hadfield
T +44 (0)1624 821212
E joanne.hadfield@
fpiom.com
National Association
of Pension Funds
NIOC House, 4 Victoria
Street, London, SW1H 0NX

Society of Pension
Consultants
Thursday 5 March
Evening meeting:
Governance
5.30pm for 6.00pm
Glasgow

Calendar

specifics about generic
standards
Staple Inn Hall,
London
Worshipful Company
of Actuaries
Monday 2 March
Inter-Livery Bridge
Competition
Drapers’ Hall, Throgmorton
Street, London
Tuesday 10 March
Golf Day
Muirfield
Friday 27 March
United Guilds’ Service
St Paul’s Cathedral
London

Staple Inn
Actuarial Society
Tuesday 3 March
SIAS meeting: Some

Monday 30 March
Inter-Livery Swimathon
RAC Club
Epsom

T +44 (0)20 7808 1300
E napf@napf.co.uk

Society of Pension
Consultants
Unless otherwise stated, all
London meetings take place
at City Conference Centre,
Coleman Street, London
EC2 at 5pm or 6.30pm, and
all Yorkshire meetings at
Hammond Suddards’ Leeds
office at 5.45pm.
Contact - London
John Mortimer
T +44 (0)20 7353 1688
E john.mortimer@
spc.uk.com
Yorkshire
Richard Sweetman
T +44 (0)113 243 6671
North West Steve Robinson
T +44 (0)161 236 9191
Scotland Brian Dingsdale
T +44 (0)141 333 1066

North West
Actuarial Society
Hone Sec Sarah Darby
T +44 (0)161 833 7296
E sarah.darby@
watsonwyatt.com
Norwich Actuarial
Society
Meetings usually held at
the offices of Norwich
Union, Surrey Street,
Norwich, NR1 3NG.
Hon sec Gemma Thompson
T +44 (0)1603 684 460
E gemma.thompson@
norwich-union.co.uk
Pensions Management
Institute
PMI House,
4-10 Artillery Lane,
London, E1 7LS
Contact Vince Linnane
T +44 (0)20 7247 1452
E pmiservices@pensionspmi.org.uk
Society of Actuaries
in Ireland
102 Pembroke Road,
Dublin 4.
Details of all forthcoming
meetings can be found on
the Society’s website.
T +353 1 660 3064
E info@actuaries.ie
W www.actuaries.ie

Worshipful Company
of Actuaries
3rd Floor, Cheapside House,
138 Cheapside, London
EC2V 6BW
Contact David Johnson
T +44 (0)20 7776 3880
E clerk@
actuariescompany.co.uk
W www.actuariescompany.
co.uk
Yorkshire Actuarial
Society
Contact Malcolm Slee
T +44 (0)1904 452792
E malcolm.slee@norwichunion.co.uk
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Risk management

ERM

Opportunities in ERM
Paul Klumpes outlines areas in which the actuarial profession can capitalise
on challenges presented by enterprise risk management

Paul Klumpes
is professor of
accounting at
Imperial College
London

I

n recent years, the volatility of
interest rates, exchange rates and
prices of major commodities has
stimulated growth in the demand
for professionals who can develop and
exploit financial risk management tools.
Meanwhile, advances in the theory and
practice of creating and pricing derivatives
have facilitated the supply of new financial
engineering techniques to manage these
exposures. However, the credit crisis and
its aftermath highlighted information loss
implications where these models have
proven to be inadequate, in a world of
asset bubbles and extreme volatilities, and
where the associated financial engineering
tricks and their implications have not been
highlighted at board level.
In this context, the actuarial profession
has the
opportunity to
define strategic
risk management
as something
broader than
analysing
disclosures of
corporation’s contingent capital, liabilities
and equities to determine their exposure to
basic economic risk factors. An important
issue for investors, regulators and other
stakeholders is to assess the performance of
corporations in managing and transforming
their liabilities and equity instruments
to manage their insurance and pensionsrelated risks.
However, legal and institutional
conventions underlying the classification

of equities and liabilities do not currently
facilitate a functional analysis of enterprise
risk exposures resulting from managerial
discretion over both retained and
transferable capital structures. Moreover,
infrequent high-impact events are not
normally identified by risk managers,
who focus myopically on mean-variance
events. This provides an opportunity for
the actuarial profession to use its expertise
in linking insurance and pensions risks
at enterprise level. The profession is also
much better equipped to understand the
effect of extreme events and non-normal
distributions on corporate wealth.

Missed opportunity
It is a pity that neither the corporate
governance nor internal control aspects
of enterprise risk management (ERM) are
really pursued actively by the actuarial
profession. This seems disappointing given
the important roles performed by actuaries
in both financial and industrial companies.
The profession could set out to provide a
reference document for those new to ERM
in relation to the broader link between risk,
insurance and pensions. It could accredit
programmes in financial risk management
and compel its students to undertake
sophisticated and extensive training in ERM.
This will give the profession a leading edge.
Two lesser known risk management
terms never really explored concern risk
appetite and risk
tolerance. Risk
appetite and risk
tolerance are vital
to the actuarial
implementation of
ERM. Risk appetite
is defined by the
ERM framework as: “[Setting] boundaries of
how much risk an entity is prepared to accept.
Risk appetite is a higher level statement that
considers broadly the levels of risks that
management deems acceptable, while risk
tolerances are narrower and the acceptable
level of variation around objectives.”
Surprisingly, there is no actual link with
disclosure and reporting of exposures to
risk. The situation for financial firms is
more complex because customers are also

» The profession is also much

better equipped to understand
the effect of extreme events
and non-normal distributions
on corporate wealth
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concerned about risk exposure and banks
and insurers are heavily regulated to protect
their capital adequacy. Policyholders and
depositors cannot diversify their risk by
using many insurers or banks because this
is costly, and they do not perfectly monitor
the managers of these institutions because
monitoring is costly and requires specialised
expertise. Moreover, the existence of
government insurance guarantee funds
in other areas of general insurance, for
example motor vehicle cover, reduces
incentives for monitoring and creates
moral hazard. This form of moral hazard
may explain the risk-taking behaviour of
managers in such industries. Monitoring by
customers is also impeded by the opacity
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of key financial statement items such as
insurance loss reserves.

Risk and capital
It also seems surprising, given the debate
about Solvency II, that there is no explicit
link made by the actuarial profession between
risk management and capital management.
Nowhere is there full discussion of the various
links between the two processes and their
consequences. For example, one can address
risk management either by hedging that risk
using derivatives, taking out insurance or
reinsurance or retaining that risk. However,
it is not clear which option should be taken.
Yet both risk and capital management are
important aspects to a general insurance
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firm. Risk capital is an important form of
protection, but this is costly and a role of risk
management is to reduce risk capital.
One of the rationales for recent
innovations in derivatives, risk
transformation and related products is to
facilitate firms to hedge the credit, solvency,
liquidity and market risks associated with
the recent changes in banking (Basel II) and
insurance (Solvency II) risk-based capital
regulatory requirements.
From a functional perspective, financial
intermediation is one important activity that
generates value for general insurance firms.
An equally important economic function
is to provide risk-pooling and risk-bearing
services for their stakeholders, and these
services are a primary driver of the need
for risk management. Indeed, both assets
generated by the intermediation function
and liabilities generated from the riskpooling function are sensitive to inflation
and interest rates, creating a need for asset
liability management. However, currently,
assets and liabilities are defined by reference
to institutional form rather than by function.
Accounting as a structure is directed toward
value accounting. It is therefore an ineffective
structure for identifying risk. Standard
definitions of liabilities and equities also
ignore the range of capital resources available
to a general insurance company, and thus
distort the view of a firm’s capital cost and
its return on equity. This is because there is
no consistent risk management conceptual
framework that embraces all of the corporate
capital resource instruments available to
a firm, including debt, equity, insurance,
derivative and contingent capital.
While the UK Actuarial Profession
makes huge strides in exploring this
topic, with its code of ethics, standards
for accreditation and expertise, it should
make a leading contribution to the topic
of defining and clarifying the role of
ERM and its broader implications for the
link between financial risk management,
insurance and pensions management.
The Profession should, in my opinion,
also provide a comprehensive conceptual
framework that makes connections between
key functions within an organisation
such as internal control departments

ERM

Risk management

Defining ERM
Enterprise risk management (ERM)
is: “A process, effected by an entity’s
board of directors, management and
other personnel, applied in strategy
setting and across the enterprise,
designed to identify potential events
that may affect the entity, and
manage risk within its risk appetite,
to provide reasonable assurance
regarding the achievement of the
entity objectives.”
By requiring organisations to
establish a risk appetite against
which its actions are measured,
and communicating the results to
investors through quarterly and
annual papers, the ERM framework
proposes to enhance the transparency
of an organisation’s financial reporting
and extend the benefits of internal
control management to areas beyond
financial reporting.
and those responsible for managing and
setting organisational risk tolerances.
The Profession should develop proposals
for enhanced risk disclosures that enable
financial statement managers to assess the
effectiveness of corporate management of
risk exposure in capital rising. This requires
redefining financial liabilities and equities
to reflect functional risk management rather
than an institutional form to facilitate
exposure reporting.
The Profession should also consult widely
with its membership to ask about the
adequacy or otherwise of their clients’ or
employers’ risk management activities that
enable them to assess their firm’s ability to
manage pensions, insurance and financial
risks for given capital and earnings at risk.
Finally, there should also be a clear link to
actuarial standards. It is hoped that, in this
connection, the Profession could secure the
legitimacy and authority of its views on ERM
by lobbying the Board for Actuarial Standards
(BAS) to incorporate an ERM perspective
in its conceptual framework and specific
standards for adoption by companies.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk
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Replicating portfolios

Useful tool or expensive toy?
Marcus Bowser and James Tuley discuss the usefulness of
replicating portfolios in risk management

Marcus Bowser is a
senior manager in
PricewaterhouseCoopers’ London
actuarial practice

James Tuley is a
director within the
life department of
PricewaterhouseCoopers’ actuarial
and insurance
management
solutions practice

F

ollowing the introduction of realistic
reporting (for life insurers) and
Individual Capital Assessments, the
insurance industry has invested
heavily in developing its financial
modelling capability. Phrases such as ‘Monte
Carlo simulation’ and ‘nested stochastic
calculation’, are commonly employed by
actuaries when describing their increasingly
complex financial models. Over the past
year, replicating portfolios have been
vaunted as the latest must-have addition
to an insurer’s asset liability model with an
eye on the anticipated requirements under
Solvency II — but are they a useful tool as
part of an insurer’s ERM framework, or an
expensive toy?
A replicating portfolio is a hypothetical
collection of assets selected to closely
match a portfolio of insurance liabilities.
If the match is sufficiently close, the
behaviour of the liabilities in a range of
scenarios can be examined by investigating
the behaviour of the replicating portfolio.
The benefit to the insurer is the ease
and pace with which the value of the
replicating portfolio can be projected
forward, relative to the portfolio of
liabilities. This also applies to complex
insurance groups, as replicating portfolios
provide an efficient way to assess the
group’s risk profile at various confidence
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levels, and the group’s economic capital.
Therefore, replicating portfolios can
significantly enhance an insurer’s risk and
capital management.
In addition, representing the portfolio
of liabilities as a hypothetical portfolio of
assets can help to develop the business’s
understanding of the guarantees and
options embedded in the product design.
As a result, replicating portfolios can assist
with the communication of the nature of
the portfolio of liabilities by establishing
benchmark investment portfolios. They can,
therefore, significantly enhance an insurer’s
market risk management.

Two approaches
How do you select a replicating portfolio?
There are two approaches — Greek-fitting
and cash flow-fitting. Intuitively, Greekfitting involves selecting a hypothetical
portfolio of assets whose sensitivities match
those of the portfolio of liabilities as closely
as possible, while cash flow-fitting focuses
on matching the cash flows — for example,
where guaranteed cash flows are matched
by year of maturity. While Greek-fitting
is likely to capture only the short-term
behaviour of the portfolio of liabilities, cash
flow-fitting is more likely to be accurate
over the longer term.
As a result, insurers are likely to employ

the latter approach. This involves:
n Selecting a statistic that will be used to
assess the strength of fit
n Identifying the candidate assets that may
be included and any restrictions on the
asset, such as no short positions
n Executing routines to identify the optimal
replicating portfolio.
The simplicity of the concept, and
the fact that the systems and processes
required to establish and employ replicating
portfolios often complement rather than
replace those currently employed, mean that
the technique is being increasingly adopted.
Does this sound too good to be true?
A handful of European insurers are now
experimenting with their use. While they are
at differing stages of implementation, it is
clear that they are progressing with varying
levels of success. Implementation delays
running into years, budgets running into
millions of pounds, and models that don’t
deliver, are all good reasons for being clear
up-front on your objectives and on whether
replicating portfolios are the best approach
to adopt in meeting those objectives.
It is important to realise that, while the
addition of replicating portfolio tools to
an insurer’s ERM framework may enhance
understanding of market risk, it does little to
increase senior management’s understanding
of non-market risks, and their interaction
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with market risks. Indeed, all too often,
insurers’ scenario analyses can suffer as
a result of risk and capital management
becoming overly focused on the more
sophisticated assessment of market risk.

Tangible progress
This reflects a more general criticism of
insurers’ ERM frameworks where the
focus is on the technology because the
implementation of a particular system
can be presented as tangible progress. The
tumultuous events of the past 18 months
highlight that the implementation of
ever more sophisticated models will not
necessarily protect insurers, particularly
where these models are not well understood
by senior management, and their calibration
may tend to be overly optimistic in evaluating
the severity and impact of stress scenarios.

Replicating portfolios

Stress and scenario tests are a longstanding tool for actuaries, and replicating
portfolios should be viewed as just one part
of this area of risk analysis. A ‘back-to-basics’
approach would involve directly identifying
scenarios that trigger a range of events
that critically impact upon the business.
For example, we may consider scenarios
consistent with defined tolerances within
the firm, such as profit warnings, dividend
reductions, credit downgrades and crises
refinancing, in other words, scenarios that
would cause stakeholders to lose confidence
in the business, in addition to those ‘killer’
scenarios that test ultimate insolvency.
Adopting such an approach means
complementing risk and capital
management with wide-ranging scenario
analyses. The analyses will focus on the
events, and importantly the scenarios that

Risk management

may lead to those events, rather than a
stress scenario selected on the merit that it
is expected to occur with a certain level of
confidence. Such an approach expands upon
the Financial Services Authority’s ‘reverse
stress test’ requirement, in that a wider
range of events is considered.
So, replicating portfolio techniques can
be a useful tool facilitating improvement of
management information on market risk,
particularly for complex groups, where the
tools can be used to gain a good overview of
group-wide market risk. However, caution
is required, not least because the desire to
play with an expensive new toy can be to
the detriment of an insurer’s wider risk and
capital management.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk
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A brief history of insurance
Graham Fulcher explores the evolution of risk sharing
in non-life insurance over the past 4000 years
from Genoa to Sluys effectively bought
facultative war cover, the war in question
being the Hundred Years War, for the
hazardous part of the voyage after Cadiz.
Insurance at this stage was still a private
transaction between individual merchants,
and reinsurance a form of arbitrage.

Bubble trouble
Graham Fulcher is a
principal actuary in
Watson Wyatt’s nonlife insurance team

T

he first historical reference to
insurance dates from 1760BC
in the Babylonian Code of
Hammurabi. The codification of
personal and commercial law includes
references to loans that a trader could
secure on his ship. For an additional
cost, it was possible to arrange a loan so
that if the ship sank the loan was not
repayable. This was effectively a form of
marine insurance — with insurance not as
a separate industry to banking, but as an
optional add-on to lending.
This state of affairs existed for 3000 years.
The eventual impetus for the separation of
insurance from banking and lending came
from the church.
The strong growth in commerce and
lending as Europe emerged from the Dark
Ages led to the church re-emphasising
its view that usury, lending at interest,
was immoral and heretical. In a series of
clarifications Pope Gregory IX proclaimed
situations when the taking of interest
was allowable, including when risk,
in particular cargo insurance risk, was
involved in the loan.
“He who loans a sum of money to one
sailing or going to market, since he has
assumed upon himself a risk, is not to
be considered a usurer who will receive
something beyond his lot,” he said.
This appears to have led to the
separation of insurance as a distinct,
religiously acceptable activity and to a wave
of innovation.
Just over 100 years later, we have the first
evidence of a reinsurance transaction. One
merchant insuring goods being transported
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The next great innovation in the financial
industry was the development of joint stock
companies, pioneered by the Dutch in the
17th century. Shortly after the invention
of stock companies, concepts such as
derivatives and short selling followed, with
short selling being banned almost as soon as
it was invented.
The other ‘modern’ concept that quickly
emerged was the speculative asset bubble,
most famously Tulip Mania in Holland and
1720’s South Sea Bubble in the UK. The
latter in particular had a profound impact
on the development of insurance.
The South Sea Bubble had a number
of interesting features including: the
preferential issue of shares at prices
effectively guaranteeing the recipients
profits if they immediately sold them
on; government intervention to keep the
bubble inflated; and a large role played by
speculative short selling in the eventual
deflation of the bubble.
One key piece of government
intervention was the 1720 Royal Exchange
and London Assurance Act, later known
by the pejorative title of the Bubble
Act. The aim of the Act was to boost the
South Sea share price by restricting the
formation of other stock companies and so
narrowing the range of possible competing
investment opportunities. However, due
to a £600 000 bribe, the Act went further
in the area of marine insurance and
effectively granted a duopoly of permitted
marine insurance companies — Royal
Exchange and London Assurance.
The only other permissible form of
marine insurance was insurance by an
individual writing on their own account
with unlimited liability. This was the form
of business conducted by Lloyd’s, which
became the centre for growth in this area
with business continuing in the traditional

form and with risk sharing either by
syndication or by facultative arbitrage.

The birth of reinsurance
Meanwhile, in the US and mainland Europe,
insurance became dominated by stock
companies with risk sharing by reciprocity
between insurers.
The rise in concentration risk
with growing urban populations and
industrial facilities threatened this model,
culminating in the Hamburg Fire of 1842,
which resulted in the bankruptcy of a
number of German insurers. It showed
the limitations of reciprocity and the
need for independent, professional
reinsurers without the requirement for
insurers to reveal sensitive information to
competitors. Cologne Re was formed as a
result. The Great Fire of Glarus 15 years
later led analogously to the formation of
Swiss Re and, between them, the birth of
treaty reinsurance.
The next formative event in the insurance
industry was the San Francisco earthquake
of 1906. It was one of the most significant
natural disasters in American history, with
insured losses totalling $250m.
In 1906, as it is today, shake damage was
excluded from most insurance policies.
However, Cuthbert Heath’s famous
instructions to pay all Lloyd’s policyholders
irrespective of their policy conditions
cemented Lloyd’s reputation and gave a
huge boost to various innovations he was
developing. These included earthquake and
hurricane cover, per risk and catastrophic
excess of loss. This laid the foundations
for the modern insurance and reinsurance
industries, including insurance cover for
natural catastrophes and reinsurance cover
via excess of loss treaties.
Interestingly, 1906-7 is perhaps the first
and only clear example of a major natural
catastrophe affecting the stock markets.
The so-called Panic of 1907 led to a 50%
peak-to-trough fall in the stock market and
a series of bank runs. It was due to a lack of
bank lending, including intra-bank lending,
which was in turn due to a liquidity squeeze
in New York and London. It resulted in a
reworking of the architecture of the global
financial markets, including a much greater
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federal role in the US. This may sound
similar to more recent events, however, the
liquidity squeeze was not due to problems
with the housing market, but partly to the
outflow of cash from New York and London
to pay for rebuilding San Francisco.

Coping with catastrophes
The next major date in the evolution of
risk sharing was Hurricane Andrew in 1992.
Although a major event for the insurance
industry with insured losses of around $15bn,
a few forward thinkers quickly realised that
things could have been much worse.
Due to the huge growth in property
values in catastrophe-exposed areas, they
realised that, had Andrew struck directly
on Miami as it had in 1926, or even if the
1906 earthquake was repeated, the resulting
claims of $50bn to $100bn would be
enormous and threaten the entire capital
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base of the insurance and reinsurance
industries; then only $200bn.
This led to a new innovation —
catastrophe bonds, in which reinsurance
was reinvented in the form of loans — with
bonds issued by insurers for which the
capital and interest would not be repaid
following a predefined catastrophe.
Dramatic events in the insurance and
finance industries in the past few years have
firmly established catastrophe bonds as a
source of protection for insurers and as an
asset class for investors.
Hurricane Katrina in 2005 gave a practical
example of the potential lack of capacity
in the reinsurance industry and gave a
supply-side impetus to the need for insurers
to issue catastrophe bonds. Meanwhile, the
events on Wall Street and Main Street over
the past 12 months have given a demandside boost to catastrophe bonds. In a period

Insurance

where almost all asset classes (for example,
equities, bonds, hedge funds, credit default
obligations and property) have been shown
to have a high correlation to credit risk,
catastrophe risk has emerged as a potential
source of zero-beta diversification when
structured appropriately.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk

Sources
n Marine Insurance in Britain and
America 1720-1844: A Comparative
Institutional Analysis (Kingston
— 2004)
n Notes on the Development and
Origin of Insurance (Kopf)
n The Panic of 1907: Lessons
Learned from the Market’s Perfect
Storm (Bruner & Carr)
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One hundred, not out
Tony Salter and Colin Redman consider the 100-year
history of the state pension

Tony Salter, middle
right, and Colin
Redman, far right,
together with Andrew
Bryans, far left, and
Martin Hewitt, middle
left, are the authors
of the book 100 Years
of State Pension
— Learning from the
Past published by the
Actuarial Profession

J

ust over 100 years ago, the first state
pension of five shillings a week (25p)
was paid to those over 70. It was
welcome news to many and there
were queues of people waiting to
collect their pensions at various post offices
around the country when they opened on
New Year’s Day 1909.
The old age pension “helped to empty the
workhouses and give happiness to the old,”
wrote GM Trevelyan. Flora Thompson, a
post office clerk, recounts that in her village:
“There were one or two poorer couples,
just holding on to their homes, but in daily
fear of the workhouse. When the old age
pensions began, life was transformed for
such aged cottagers. They were relieved of
anxiety. When they went to the post office
to draw it, tears of gratitude would run
down the cheeks of some, and they would
say ‘God bless you, miss’ and there were
flowers from their gardens and apples from
their trees, for the girl who merely handed
them the money.”

The deserving poor
Pensions in 1909 were paid out of general
taxation and subject to a test of means.
Pension claimants had to be of good
character. They must have worked to
support themselves and their families and
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not been recently convicted of drunkenness
or other misdemeanours. Criminals,
lunatics and aliens were excluded. The
tests were designed to make sure only the
deserving poor received payment. The aim
of the new pension was to alleviate poverty,
not to provide an income adequate on
which to live. The intention was that it
would supplement modest savings and help
from relatives.
Although the pension did transform the
lives of many, the workhouses were not
emptied of the elderly poor. The number
of those over the age of 70 forced to live
in them fell only gradually, as the pension
alone was not sufficient to live on.
The early campaigners Charles Booth,
Canon Samuel Barnett, B Seebohm
Rowntree, and the Friendly Society actuary
Ralph Price Hardy wanted a universal taxfunded state pension scheme because they
thought it was the most effective means to
eliminate, or alleviate, poverty in old age.
Despite many reforms since 1909, poverty
in old age persists. The five shillings a week
pension when the state scheme started in
1909 was about 18% of national average
earnings. In 1979, the value of the basic
state pension had reached 26% of national
average earnings. Since then the basic state
pension has, as a matter of policy, been
allowed to decline in value to just below
16% of average earnings in 2008. The steady
development of state pension provision over

the first 70 years has been reversed over the
past 30 years.
In 1891, the actuary Ralph Price Hardy
estimated that more than 40% of old
people at the time were chargeable to the
poor rates. In his view this was a grim
commentary upon our social system.
Standards of poverty have changed since
1891, but the DWP estimated in 2008 that
40% of pensioners qualified for the meanstested Pension Credit. They also estimated
that in 2007 there were as many as 1.8
million pensioners who, although eligible,
did not claim the means-tested benefit.

Personal provision
We now live in a society where more
emphasis is being placed on personal
provision for retirement, with people being
encouraged to save through individual
and employer-sponsored money purchase
schemes with fund values linked directly
to stock market performance. The recent
turmoil in the world’s financial markets
demonstrates the unsuitability of these
plans as savings vehicles for those on low
and medium incomes.
State provision has been out of favour,
and political parties have seen little value in
promoting the benefits of social insurance
and the contribution it can make towards
creating a stable and socially cohesive
society. A modernised and revitalised
national insurance scheme could provide
better pooling of risk, lower costs and
greater stability and certainty for the less
well off to save securely for their old age.
It would take away from large numbers of
people the stigma of having to claim meanstested benefits.
Lloyd George, when introducing the Old
Age Pensions Bill in the House of Commons
in 1908, apologetically stressed that the
new scheme was incomplete. “It is only a
beginning,” he said, “but a real beginning.”
Despite the achievements in pension
reform over the past century, these words
still resonate today. There is much that still
needs to be done to ensure that everyone
receives an adequate income in old age.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk
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Annuity valuation

Recognising true value
Alam Arbaney and Ross Fleming consider the implications of new
CFO Forum guidelines on the valuation of annuities

Alam Arbaney is
a senior manager
of Deloitte LLP’s
actuarial and
insurance solutions
life practice

Ross Fleming is a
manager of Deloitte
LLP’s actuarial and
insurance solutions
life practice

A

nnuities are a key product for
UK life insurers. The market for
pension annuities has tripled in
size over the past 15 years, with
sales of more than £11bn in 2007 (Source:
ABI new business statistics, February
2008). Demand for pension annuities is
set to rise further in the coming years
due to a rise in the number of maturing
defined contribution pensions, increasing
the importance of annuities to the life
insurance industry.
In the meantime, new guidelines for
Market Consistent Embedded Value (MCEV)
have been introduced by the CFO Forum.
One of the main effects of these principles
will be to reduce the value placed on
annuities in embedded value results. This
effect arises because, under the updated
principles, no credit can be taken for the
return above swap rates on assets backing
books of annuity liabilities.
Conversely, under the European
Embedded Value (EEV) principles in force
at the end of 2007, there was scope for
companies to allow for extra returns by
using a number of methods. In their 2007
year-end results, Prudential recognised an
extra £82m of value by increasing the return
assumption on the assets backing annuities
under their bottom-up EEV approach. The
extra value available from using a top-down
EEV approach was illustrated by Friends
Provident, who published results under
a market consistent approach, and also
calculated an Implied Discount Rate (IDR)
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equivalent to the discount rate one would
need to use under a top-down method
to give the same result. The IDR for the
annuity business was more than 20%, which
is significantly higher than the discount
rates actually used by companies that
published under the top-down method.
This article considers whether MCEV will
appropriately recognise the value created by
writing new annuity business, and whether
there are any other methods that could be
used to better recognise the value created by
holding corporate bonds over the long term.
This area is of particular interest in current
market conditions with very high credit
spreads on the corporate bonds that are used
to back these liabilities.

Corporate bonds — a free lunch or a
liquid(ity) lunch?
The assets used to back annuity liabilities
are most often investment grade (greater
than BBB) corporate bonds (this article will
ignore the various derivatives that are used
to improve matching and increase yields).
Corporate bonds have the advantage that
they can be used to match the estimated
cash flows from the annuities, however, they
do carry a risk of default.
One of the key attractions for holding
corporate bonds is that they have
substantially higher yields than those
available on government bonds of
equivalent terms. In fact, for most of this
year the extra yield on AA-rated corporate
bonds has been more than 2%, or 200 basis
points. This is a significant amount, and
most people believe that this extra return
does more than just compensate investors
for the likely cost of default and their
aversion to the risk of default.
Most market participants believe that a
large part of this extra return is a reward
in respect of the risk that it might not be
possible to sell the asset without incurring
a substantial price discount, termed
the ‘illiquidity premium’ or ‘liquidity
premium’. It is this portion of the return
that some annuity providers believe
they should be able to recognise when
publishing the value of this business.
Studies have suggested that a very rough
rule of thumb might be that 50% of the

extra return is in respect of this liquidity
premium, though market participants
normally assume more than this.
A fundamental principle of financial
economics theory is that in an arbitragefree world, there are no free lunches. This
leads to the use of a ‘risk-free rate’ in most
calculations. However, the theory does not
preclude a liquidity premium, which might
now be called a ‘liquidity lunch’, to stay in
keeping with the ‘free lunch’ concept.
An Institute of Actuaries seminar on
liquidity premiums, held on 6 November
2008, showed the results of a model that
the Bank of England has developed to

The CFO Forum
The CFO Forum is a high-level
discussion group formed and
attended by the chief financial
officers of major European listed,
and some non-listed, insurance
companies. Its aim is to discuss
issues relating to proposed new
accounting regulations for their
businesses and how they can create
greater transparency for investors.
The Forum was created in 2002.
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Informing investors

estimate the decomposition of corporate
bond credit spread between default risk and
other factors including liquidity premium.
This broadly supported the rule of thumb
mentioned above. There also seemed to
be reasonable consensus at the seminar
that it was appropriate to allow for this
liquidity premium in estimating the value of
immediate annuity business.
There are a number of valid arguments
against recognising this extra return:
n The industry has settled on MCEV as a
way of providing consistent and transparent
results after requests from analysts — why
try anything else?
n Why should annuities be treated any
differently to all the other products that will
be valued using MCEV?
n Investors could go out and buy these
corporate bonds themselves — why should
the bonds be ascribed extra value just
because they are being held in conjunction
with annuity liabilities?
We must consider the fact that annuities
are different from other products. They are
not surrendered and are usually backed by
corporate bond assets that allow the liquidity
premium to be earned. The results for both
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new business and existing business are also
very sensitive to the interest rates assumed.
The dynamics of annuity policies can
be illustrated by thinking about them
as a mixture of two businesses. Firstly,
Company A takes premiums from investors,
invests this in risk-free assets and then
pays out the liabilities as they fall due.
If the assets are invested risk-free at the
swap rate, the value of this business will
be consistent with the value recognised
under MCEV. Then Company B borrows
the swaps from Company A, sells them,
buys corporate bonds, then transfers
enough back to Company A to pay claims.
This second company is now expecting to
make substantial excess returns from the
corporate bonds.
In theory, a bank could undertake the
transactions suggested for Company B.
However, the ability of insurance companies
to invest immediate annuity reserves in this
way, rather than raise the required funds
on the capital markets at potentially higher
rates, makes insurance companies different
from banks. This is particularly so at the
current time when many banks are having
difficulty raising capital.

Annuities are a competitive marketplace
and this has led companies to allow for
returns over the risk-free rate when pricing
annuities. As a result, the reported New
Business Value for annuities on an MCEV
basis can be disappointing, with lower
margins than for other product lines. This
can create difficulties for companies in
explaining to their investors why they
sell annuities at all. Following the move
to MCEV, companies writing annuity
business will need to consider how to
communicate the value they believe to be
present in this business to their investors.
Therefore, it is worth considering how
companies might go about recognising the
extra value.
One option is to change the MCEV
principles to allow different investment
returns to be used for annuities. A better
option might be for companies to include
an additional disclosure showing the extra
value of annuities, either by recalculating
MCEV using different returns, or using
a simple calculation outlining the value
of the corporate bonds to Company B.
Companies would also need to decide
whether to show the impact of the full
credit spreads, the estimated liquidity
premium, or both.
Even with allowance for a liquidity
premium, results could be lower than
under current reporting methodology,
depending on the assumptions used.
In particular, companies that currently
allow for some of the excess returns in
their embedded value results will need to
carefully communicate any fall in value
produced by the move to MCEV.
There is considerable weight of argument
to suggest that it is appropriate to allow for
a liquidity premium on corporate bonds in
the value of immediate annuity business.
The high credit spreads now pertaining in
the market make it even more important
for companies to communicate this value
relative to the swap yield curve required by
the CFO Forum’s MCEV principles. It remains
to be seen how analysts respond to this.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk
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Joining forces
James Orr describes how multidisciplinary research can help the
profession to better understand mortality trends

James Orr is chair
of the Profession’s
Mortality Research
Steering Group

“The long run is a misleading guide to
current affairs.
In the long run we are all dead.”
John Maynard Keynes

A

s actuaries grapple once more with
apparent contradictions between
market valuations and the value of
assets held against pensions and
annuities, the above quote reminds us of a
challenge to actuaries that will remain long
after the current market turbulence, namely
predicting future rates of mortality.

A new collaborative research model
In this article, we describe the work of
the Mortality Research Steering Group,
developing a new model for working with
others to better understand the state of
knowledge in mortality and directing the
development of future research to provide
a more robust foundation for advice to life
offices, pension schemes and governments.
Actuaries have been active in the study
of mortality since the earliest days of the
profession, with pioneers such as Gompertz,
Makeham, Perks, Beard and Barnett leading
the field in the 19th and 20th centuries.
The Continuous Mortality Investigation
continues the profession’s research into
mortality and morbidity experience,
publishing reports and working papers.
With lower inflation and interest rates in
recent times, the importance of mortality
risk to actuarial practice has increased, just as
the difficulties in predicting future mortality
have become more apparent. Society as a
whole, government, and industry, are all
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having to deal with an ageing population
and increased life expectancy.
The profession recognises that
collaboration with other disciplines can
help us better understand past, present
and future trends. The Mortality Research
Steering Group was set up with the aim of
better understanding the current state of
knowledge in mortality.

of the Institute for Ageing and Health at the
University of Newcastle. The meeting received
the report and concluded with a discussion
and debate on the best way of supporting a
multi-disciplinary research effort. The report
had also been presented at a Faculty sessional
meeting on 14 January 2008 and a revised
version was presented at an Institute sessional
meeting on 22 September 2008.

Scoping study

Finding the gaps

The Group’s first initiative was to
commission a scoping study to identify
where future research might be required.
The contract was awarded to Dr Catriona
Macdonald, an academic researcher whose
doctoral thesis investigated the relative
contribution of medicine and standards of
living to Scotland’s falling mortality rates.
The aim of the scoping study was to
map the principal areas of current research
into mortality across a range of disciplines
including medicine, epidemiology,
gerontology, demography, health
economics, medical sociology, social
policy and psychology, to identify overlaps
and gaps.
A group of experts in those disciplines was
asked to recommend what they regarded as
the five most important pieces of research
on mortality and to identify further leading
authorities. This approach had strengths
and weaknesses. While it did not provide a
comprehensive review of the literature and
contained potential bias in the selection
of specialists, it was based on expert
recommendations and created an informal
network, which was aware of the profession’s
interest in mortality developments.
On 3 March 2008, the experts met at Staple
Inn to review the report. The meeting was
chaired by Professor Tom Kirkwood, director

A surprising finding was that few papers,
if any, had been recommended on certain
specific aspects of mortality, including:
n Diet, obesity, alcohol and physical activity
n Causes of death other than CHD (chronic
heart disease) and stroke
n Influences on mortality amongst younger
and middle-aged adults
n Dementia and frailty
n Death certification
n Adverse influences on future longevity
increase
n The effects of climate change.
Other gaps identified included cancer,
the developmental origins of health and
disease (in particular risks in early life),
the prospects for those currently in their
30s and 40s, and the availability of social
networks and social support.
The importance of identifying and
understanding drivers of change was raised
both in the report and in a presentation
by Tom Kirkwood at the March meeting.
Professor Kirkwood posed three questions:
n Life is getting longer already – do we
understand why?
n What is the likelihood of further increases
in life span?
n What is likely to happen to age-related
health, quality of life and capacity for
independent living?
The potential benefit of a multidisciplinary
approach, particularly in relation to the
availability, reliability and granularity of
data was agreed. It was noted that some
biomedical research is not as useful as it
might be, because important information,
such as age and gender, is often omitted or
the age range covered may be limited.
Cause-specific data may be suspect, as
the practice in completing death certificates
may vary between doctors. While there was

Linear increases
Investigations into life expectancies
for various countries indicate
extraordinarily linear increases,
despite the fact that causes of the
increase have changed over time and
that life expectancy over the last two
or three decades has confounded the
predictions of forecasters.
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a consensus that a cause-specific mortality
model, spanning all causes of mortality,
would be an excellent long-term objective, it
was accepted that, at this stage, it is a distant
goal, suggesting a need for a methodology
which breaks down the project into
component parts.

What does the future hold?
The three stages of young, middle and old
age, which were previously compressed
into the first 50 years of life, now span
80 years or more. Yet human ageing is
malleable and can be influenced through
improved nutrition, healthy lifestyle and
a supportive environment, by enhancing
natural mechanisms for protection and
repair and by the use of novel drugs and
new therapies.
The coming decades are likely to see
expanded research on the mechanisms
underpinning both normal ageing and agerelated diseases. Some of the mechanisms
that might be part of the disease-generating
process — for example, heart disease
— may be the same as those which are part
of the disease-generating mechanisms in
dementia or in osteoporosis. In targeting
these diseases we may be targeting generic
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underpinning mechanisms that may have a
broad-scale impact.

presentations. The Steering Group looks
forward to seeing you there.

The 2009 conference

Lessons for other research projects

A high-profile multidisciplinary conference
was strongly supported by those involved
in our work to date. Joining forces on
mortality and longevity will take place on
21-22 October 2009 at the Royal College of
Physicians in Edinburgh. The conference,
which will be chaired by Professor Tom
Kirkwood, will focus on three workstreams,
each led by an acknowledged expert in the
field, and will provide a unique opportunity
for networking between disciplines:
1 What are the drivers for change? (Leader:
Stephen Richards, Richards Consulting)
2 How do cohorts differ and why? (Leader:
Professor Carol Jagger, University of Leicester)
3 From populations to individuals — drilling
down to individualised risk (Leader: Professor
Diana Kuh, director of the MRC Unit for
Lifelong Health and Ageing and of the MRC
National Survey of Health and Development).
‘Double-header’ sessions will present
the differing perspectives of medics and
actuaries, or of researchers and practitioners.
Contributions from PhD students will be
encouraged, either as papers, posters or

This is an exciting initiative in its initial
stages of development. It is clear that
we, as actuaries, must link up with and
understand the work of others as an input
to our work and, crucially, to influence
the direction of future research. This is
not easy and will not happen without a
willingness to find ways of working that
attract and engage those other experts.
After all, the implications of an ageing
population and increasing longevity are of
concern to us all.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk

Mortality Research
Steering Group
For further information about the
Mortality Research Steering Group
and the conference, visit the Steering
Group’s webpage in the Practice Areas
section of the profession’s website:
www.actuaries.org.uk/practice_
areas/mortality_steering_group
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Qualifying as an actuary
Trevor Watkins looks at the current qualification process for actuaries in
the UK and considers the principles and issues that have to be resolved

Trevor Watkins is
head of learning,
Faculty and Insitute
of Actuaries

O

ur guiding principle, and the
one on which we are judged by
the Professional Oversight Board
(POB), is to prepare qualified
actuaries who are fit for purpose. This is
easy to say — and difficult to deliver. Are
we ensuring that the right people qualify?
How do we produce objective evidence
that our system is highly effective and our
standards are maintained?

Market pressures
Important factors we face are the
increasing pace of change, including our
rapidly developing role in enterprise risk
management, and the need to compete
with other professions, such as investment
banking, to recruit the best graduates and
part-qualified students. The globalisation of
the financial services sector means that these
issues are international, not just UK-specific.
Actuarial trainees are also facing increased
work pressure and many find difficulty in
balancing work and study demands. Highly
regarded students in the workplace are often
given more practical work, reducing their
study time and limiting their progress in
passing their qualification examinations.

Issues
Our system faces conflicting demands. There
are constant pressures on the syllabus to
add new material — and surprisingly few
to withdraw out-of-date material. We need
to balance maintaining standards with the
pressure to reduce the time to qualify.
The key issues for us are:
n How best to protect standards and use
objective evidence to show that our complex
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examination processes work effectively.
n Who controls the actuarial syllabus?
We need to demonstrate that we meet
international standards as defined by the
International Actuarial Association (IAA)
and in Europe by the Groupe Consultatif.
We also work closely with many other
stakeholders including the POB, employers,
universities and trainees themselves.
n How to meet the needs of employers? We
must ensure that the qualification process
meets the changing needs of employers.
n How to get the most out of our
relationships with universities? Universities
offer academic courses, rather than
professional qualifications, and their
courses are sometimes criticised as being too
theoretical with less rigorous assessments
than those of the UK Profession. However,
they have expertise in teaching, learning,
assessment and cutting-edge research.

Accreditation system
Exemption recognition agreements (ERAs)
with selected universities offer degree
courses leading to exemptions from some of
our examinations, if they cover 95% of our
syllabus and examination with a three-hour
unseen examination.
Typically, students must gain the
university qualification and obtain
more than 60% in relevant university
examinations. Independent examiners
monitor standards and which students are
eligible for exemption. If successful students
subsequently work as actuarial trainees,
they can claim exemptions for the relevant
subjects having joined the UK Profession.
Following the Morris Report, the UK
Profession introduced an accreditation
scheme for universities, giving them more
freedom compared to the ERAs, which have
been retained. In particular:
n University syllabuses must demonstrate
equivalence to a sub-set of the UK Profession’s
subjects rather than being (near) identical
n Assessments can include up to 30%
continual assessment if they meet UK
Profession standards.
A more rigorous monitoring regime
was introduced to ensure equivalence in
practice including:
n Appointing two independent examiners

per university as a minimum
n Visits by staff actuaries to observe
classroom delivery
n Feedback using a standard questionnaire
from students
n Where appropriate, feedback from
employers
n Monitoring student performance in the
UK Profession’s examinations
n An annual meeting with independent
examiners, to review standards between
universities.
This innovation has given employers a
wider choice in how they prepare candidates
for qualification. Traditionally, ActEd has
provided paper-based distance learning
material, based on the UK Profession’s Core
Reading, supplemented by attendance courses
of up to three days and other add-on services.
University routes are available:
n At full-time undergraduate level, before
students enter the Profession
n At full-time Masters level, usually before
joining the Profession but possibly with
employer sponsorship
n At part-time Masters level for two years,
one day per week
n At distance-learning Masters level, on a
full or part-time basis.
To date, 12 universities have been
accredited. Many were ERA universities
but some new suppliers have entered the
market. Undergraduate courses can only gain
exemption from CT examinations but Masters
degrees can, in addition, gain CA and/or
ST subjects if they have sufficient actuarial
teaching input and a suitable research record.

Range of alternatives
What we have aimed to achieve is to offer
a wider range of alternatives to students
and their employers, while maintaining
standards. At the same time we have enabled
universities to offer more innovative courses,
which act as a reference point when we
come to review our own syllabuses.
In the post-credit crunch era, the
challenges remain but we will continue
to try to provide a world-class education
system for trainee actuaries.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk
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Mortality

Mortality under the microscope
Gordon Sharp explains the work of the CMI and the
challenges faced in producing accurate data

Gordon Sharp is
chairman of the
CMI’s executive
committee, and a
director in KPMG’s
pensions team

T

he Continuous Mortality
Investigation (CMI) is the longestestablished unit of the profession
with a research role, having been
established in the 1920s (see CMIR 1 for
more details). The first object of the CMI’s
constitution is “to carry out research into
the mortality and morbidity experience of
various classes of insured lives, annuitants
and pensioners”.
The first continuous investigation was
of life office mortality. Subsequently, in the
1970s, an investigation into permanent
health insurance (income protection)
experience was launched. This was followed
by critical illness in the 1990s, and selfadministered pension schemes in this
decade. In this article we consider the recent
and forthcoming work of the CMI.

Life office mortality
The scope of the analyses that this
committee has been able to undertake is still
curtailed by the nature of the data received,
which is largely unchanged from the days
when life offices submitted paper returns.
Considerable progress has been made
recently with the ‘per policy’ initiative, and
substantial volumes of data have now been
collected that will enable more accurate and
more detailed analyses to be produced once
the teething problems have been overcome.
The committee also oversees an
investigation into the mortality experience
of impaired assured lives. Results for the
period 1995-2006 have recently been
published in Working Paper (WP) 36. Due to
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falling data volumes, the CMI will no longer
collect data in the current format. WP36
includes a consultation on possible options
for re-launching this investigation which
has strategic importance to the insurance
industry, in demonstrating the need to
underwrite, to charge additional premiums
for impaired lives, and to help better
understand trends in non-impaired mortality.

we have calculated that properly match
claims to exposure. However, they do so in
terms of settled claims, not diagnosed claims,
and so still need careful interpretation.
Subsequently, the committee has focused
its efforts on producing realistic claim rates.
It hopes to be able to present these in a WP
in Spring 2009.

Critical illness

The CMI Self-Administered Pension Schemes
Mortality Committee is the youngest of the
CMI committees. Most recently it published
the first graduations of pension scheme
mortality — the ‘S1’ Series tables — in WP35
in October 2008.
The committee is currently working on
further experience analysis using the latest
data. It will then seek to analyse mortality
improvements within the dataset, and
mortality experience by industry.

The Critical Illness Committee has been
grappling with a mismatch arising from
collecting data on claim settlements each
year that does not correspond to the
exposure in that year. This has necessitated
original research to tackle an issue that does
not appear to have been addressed elsewhere
in actuarial work.
WP33, published in July 2008, further
developed the analysis methodology and
presented results for accelerated critical
illness experience for 1999-2002. Similar
results for years to 2005 have also been sent
to members. These are the first results that

Self-administered pension schemes

Mortality projections
Perhaps the hottest mortality topic currently
is that of projecting future improvements.
The CMI undertook extensive research
into projection methodologies during the
earlier part of this decade. This is extensively
documented in a number of WPs but the
CMI recognised that these were inaccessible
to many actuaries, and so collated sample
projections in its Library of Mortality
Projections in 2007.
Notwithstanding the Library, concerns
have remained that the Interim Cohort
Projections, or variants of them, are still in
near-universal use within the profession,
despite these projections being based on
experience ending in 1999. Consequently,
the CMI has established a working party
to examine the latest data on mortality
improvements and to develop a generic
model, able to produce a range of different
projections. The intention is to develop a
relatively simple, spreadsheet-based model
capable of widespread application. At the
time of writing, it is hoped to issue a paper
for consultation, and an illustrative version
of the model by March 2009.
More information on the CMI, including all its
publications, can be found at www.actuaries.org.
uk/knowledge/cmi
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Actuarial Quality Framework

Risky business
Caroline Hunter-Yeats and Ed Mackenna look at the potential impact of the FRC’s
new Actuarial Quality Framework on firms’ risk management procedures

Caroline HunterYeats is a partner
in the professional
liability group
at Simmons and
Simmons

Ed MacKenna is an
associate in the
professional liability
group at Simmons
and Simmons

T

he Financial Reporting Council
(FRC) has now published its
Actuarial Quality Framework. If the
FRC treads a similar path to that
in place for auditors — where the Audit
Inspection Unit regularly undertakes spot
checks and publicly reports on the quality
of audits at the top firms – detailed external
oversight by the regulator on the quality
of work undertaken by actuarial firms is
perhaps only a couple of years away.
The main risk here is reputational. One
of the Big Four accountancy firms was
recently criticised for its ethical conflicts
procedures, and this led to a lengthy
article in the Financial Times. To limit the
likelihood of
the regulator’s
torch shining
unfavourably
on your work,
firms should
re-visit their risk management procedures
to check that they adequately support the
Framework. By way of example, can you
show that your Statement of Recommended
Practice (SORP) has “robust criteria for
selecting assumptions which incorporate
findings from theoretical and empirical
research based on past experience and
current market structures”?
One of the risks of increased (public)
criticism of actuarial work is that
stakeholders may be more likely to complain
when things do not go according to plan.
We have seen from the July 2007 FRC report

on stakeholder needs, that non-executive
directors already feel equipped to challenge
actuarial work. Given the pressure on
actuaries to better explain their work, it may
only be a matter of time before trustees feel
similarly empowered.
Set out below are some of the legal issues
relevant to the drivers of actuarial quality,
both in the context of a review by the
regulator and in the event of a claim.

Methods
This covers the reliability and usefulness
of actuarial methods. Fundamental to
reliability is data quality. At a general level,
the Framework’s statement that actuarial
methods should “incorporate checks on the
reliability and usefulness of data” makes
sense. However, care should be taken to make
it clear in your engagement letter what checks
you are going to undertake and whether
anyone else should take responsibility for
data accuracy. By way of example, if you are
estimating an insurance company’s reserves,
do you intend to be held responsible for
the accuracy of all representations made by
management about the business?
Care also needs to be taken to ensure
you fully understand the data that has
been provided. An actuarial firm in
Canada was on the receiving end of a
claim a few years ago due, in part, to a
data interpretation failure. The client
had given salary
information which,
in hard copy,
was said to show
annual pensionable
earnings at the
start of the year and, in soft copy, showed
total earnings over that year. The actuarial
firm did not notice the discrepancy and
used the soft copy data as if it showed
annual earnings. While the reasonableness
checks did pick up some anomalies, no one
considered why they existed.

» If the Court finds your clause
to be unreasonable, then your
liability will be unlimited «
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Communication
The key legal risks are dependant on your
audience. For communications to clients,
a valuable layer of protection in the event
of a complaint can come from having an
enforceable limitation-of-liability clause

in your terms of engagement. We stress
‘enforceable’ because, if the court finds
your clause to be unreasonable, then your
liability will be unlimited (for example, the
court does not substitute the unreasonable
limit with a reasonable one).
There are no hard rules as to what limit
of liability will be upheld by the court.
However, the factors considered include:
n The relative bargaining position of
the parties when the terms of reference
were agreed
n Whether the limitation was negotiated or
the subject of discussion
n Whether the fees were altered to reflect
the level of limitation
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n Whether the client could have
entered into a similar contract with
another firm without having to accept a
similar limitation.
Usually, if your work product is
circulated to a third party without your
knowledge, you will not owe a duty to the
ultimate recipient. They have not paid for
your time, you are unaware who they are,
and their use of your work product will be
different from the purpose for which you
prepared it. However, as a precaution, it
is sensible to make it clear in any written
report and in your terms of reference that
you do not consent to the circulation
of your work to anyone other than the
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Actuarial Quality Framework

person you have addressed it to. If a third
party is intended to have your report, then
consider requiring, in advance, a release
letter from them confirming that no duty
is owed.
A word of warning when it comes to
multi-party meetings or discussions. It is
possible to assume a duty to someone by
answering a question. In one case, the
audit partner from a large accountancy
firm was found to have assumed a duty
to the purchaser of his client’s business
after attending one meeting and saying
that he ‘stood by’ the audited accounts.
It was later discovered that the accounts
contained a negligent error in them. The
court ordered the accountancy firm to pay
£65m damages.
A couple of years ago, a purchaser tried,
unsuccessfully, to bring a claim against
a firm of actuaries in a broadly similar
situation. In that case, a pension scheme
valuation report was provided — at the
client’s request — to the lawyers of the
prospective purchaser. Although the report
substantially underestimated the pension
scheme deficit, the actuarial firm was not
found to have assumed any duty to the
purchaser and so no damages were payable.
This was because:
n The report had been provided in an
administrative context
n There was no suggestion that the
purchaser might rely on it in either deciding
whether to enter into the transaction, or in
setting the purchase price
n The actuary was not asked whether she
stood by the accuracy of the report.

Risk management

been followed) may make it easier to
reject a complaint seeking too wide an
interpretation of the Framework.
As regards ethics, one of the drivers is
having procedures in place for managing
conflicts of interest. Thought should be
given as to what type of client will be
able to give ‘informed consent’ under the
Actuaries Code (when published). The
explanatory notes to the Solicitors Code
point out that it will generally only be
sophisticated clients with in-house legal
advisers who will be able to weigh up the
risks of giving consent to act on the basis
of the limited information they will have
been given. This may be a useful model
to follow.

Environment
This encourages steps such as hot and cold
peer reviews. When documenting such
reviews, care should be taken to ensure
that any corrective action that has been
taken (both for that client and across the
firm as a whole) is also documented. Both
the regulator and claimant lawyers will
perk up if they find internal criticism of
your work.
In litigation, claimants still need to prove
the existence of duty, breach, causation and
loss to successfully claim damages. However,
the wide language of the Actuarial Quality
Framework means that risk management
processes should be reviewed to ensure that
they cover the new landscape, so as to limit
reputational risks.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk

Actuaries
The framework covers both technical
skills, ethics and professionalism. With
regards to technical skills, the law requires
actuaries to provide the level of service
of an ordinary competent actuary in
their particular field. When making a
complaint about a professional’s work,
stakeholders will often use documents
such as the Framework as evidence of the
standard of work expected. Given that
the drivers of quality are broadly drafted,
risk management processes which flesh
out those drivers (provided they have

Useful links
Financial Reporting Council
www.frc.org.uk
Actuarial Quality Framework
www.frc.org.uk/images/
uploaded/documents/
ActuarialqualityframeworkJan09.pdf
FRC July 2007 Report
www.frc.org.uk/images/uploaded/
documents/Stakeholder Report (June
2007)2.pdf
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Conflicts of interest

Preventing conflicts
Louise Aitchison explores how new legislation and guidance may help
actuaries bring harmony to conflict management
there are procedures in place to manage
them. Also, indirect conflicts can now arise
through a broader definition of connected
persons including parents, civil partners,
children and step-children under 18.

Prior authorisation

Louise Aitchison is
a trainee solicitor at
Dundas and Wilson
CS LLP

P

otentially, actuaries could be
involved in conflict situations
in a number of different ways.
This article considers how the
Companies Act 2006 (the Act) affects
directors and governance procedures and
also how the Pensions Regulator’s (PR)
broader guidance will impact on actuaries
with pension scheme appointments.
The provisions of the Act concerning
directors’ duties in relation to conflicts of
interest came into force on 1 October 2008.
The new legislation clarifies an historically
confusing area of legislation and coincides
with the PR issuing guidance (see useful
links) on conflicts of interest. The PR aims
to offer educational support with a view to
sharing good practice and raising standards
through providing guidance to trustees who
may have conflicts of interest.
The Act defines two different types of
conflict of interest, each requiring a different
response from directors. A transactional
conflict arises where a director, or connected
person, has an interest in a transaction or
arrangement with the company. This is
much the same as the previous position:
such interests must be declared to the board.
Situational conflicts, described in section
175 of the Act, GC100 (see useful links) are:
“anything or any connection which could
potentially divert a director’s mind from
giving sole consideration to promoting the
success [of the company]”.
Not only does the Act require that
directors avoid conflict situations, this
more restrictive regime confers a positive
duty on directors to avoid possible conflict
situations, rather than simply show that
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Breach of company law from conflict
situations can be avoided by prior
authorisation, which can be obtained in one
of three ways:
1 Authorisation by the company board
For public companies, authorisation by the
board must be facilitated by the Articles
of Association (the Articles). At a board
meeting to approve conflicts, quorum must
be met excluding the conflicted director.
In private companies incorporated after
1 October 2008, the board can authorise
conflicts unless this is expressly disallowed
in the Articles. Private companies
incorporated before that date either require
power for the board to authorise conflicts
included in the Articles or the shareholders
need to pass a resolution to permit board
authorisation. In approving any conflict,
the directors are bound to act in good faith
to promote the success of the company.
Authorisation by the company board may
be the approach taken where a finance
director is to be appointed to the trustee
board of the company pension scheme.
2 Authorisation through the Articles
For efficiency in governance processes,
it makes sense for companies to make
allowance in their Articles for common

conflict situations. A ‘safe harbour’ provision
exists ensuring that anything done or not
done by directors in compliance with such
Articles does not constitute a breach of duty
under the Act. This route to authorisation
could be favoured for example within
insurance groups where an actuary may
hold directorships in several subsidiaries.
The Articles of many companies which form
part of large groups now provide that any
conflict arising out of a directorship of other
companies in that group is approved. Also, in
a joint venture situation where an actuary is

Table 1: Parallels between the Pension Regulator’s principles
and GC100 guidance on conflicts of interest
The Pensions Regulator’s principle

GC100 guidance on the Act

Understanding the importance of conflicts of interest

Encourages the company secretary to write to directors
explaining the new regime

Identifying conflicts of interest

Highlights the need for the board to consider each
director’s actual and potential conflicts through the use
of a questionnaire

Evaluation, management or avoidance of conflicts

Encourages directors to list positions/situations held to
secure authorisation, and regularly update the board
of changes

Managing adviser conflicts

Encourages the board to anticipate how to deal with
confidentiality issues where a director also has a role
with a company adviser

Maintaining a conflicts of interest policy

Gives specific guidance on processes required
to demonstrate compliance with the Act, for
example, maintenance of conflicts register, new
appointments procedure
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Transactional conflict
The Act at section 177(1) says: “If a
director of a company is in any way,
directly or indirectly, interested in a
proposed transaction or arrangement
with the company, he must declare the
nature and extent of that interest to the
other directors.”

Situational conflict
The Act at section 175(1) defines a
situational conflict as: “A situation in
which he has, or can have, a direct
or indirect interest that conflicts, or
possibly may conflict, with the interests
of the company.”

a director of, for example, Supermarket Life
Company representing the interests of Parent
Life Company, which has entered into a joint
venture with Supermarket Ltd, his situation
could be recognised in the Articles.
3 Authorisation by shareholder resolution
For companies with a small number of
shareholders, or in unusual situations where
all of the directors have potential conflicts,
this is a practical route to securing the
required authorisation. This could also be
used where the directors have concern as
to whether authorising the conflict would
promote the success of the company.

Broad similarity
What is notable for actuaries about the
legislation and associated GC100 guidance
is that the approach to conflict management
has broad similarity to the PR’s newly issued
guidance on how trustees should identify,
monitor, and manage conflicts of interest
in the stewardship of pension schemes.
The PR published guidance on 1 October
2008, with a view to raising standards in
the area of conflict management, bringing
into focus tension between the sponsoring
employer’s commercial goals and the trust
law protection afforded to beneficiaries
The PR has taken a pragmatic approach
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regarding senior employees who are
directors and also trustees of the pension
scheme. Despite the potential conflict,
such a scheme trustee brings experience to
their role and enhances communication
between the company and the scheme. The
PR favours careful management of such
conflicts through its five key principles of
conflict management. There are striking
parallels between these principles and the
GC100 guidance on directors’ conflicts of
interests, as seen in Table 1.
The PR’s issuance of this guidance
heralds an increased emphasis on conflicts
of interest. This comes at a time when
the responsibilities that rest with trustees
have been growing steadily for several
years including, for example, the effect
of the recent Transfer Value Amendment
Regulations 2008. It is also wholly consistent
with the PR’s recent approach to dealing
with ‘problem schemes’, as illustrated in
the case of Telent, independent trustees can
bring the necessary expertise, without the
potential baggage of conflicts.
Warning that inadequate management of
conflict situations will result in regulatory
action that could include the appointment
of an independent trustee, the PR suggests
that some or all of the following measures

may help trustees to manage conflicts:
1 Withdrawal
2 Establishment of a sub-committee
3 Appointment of an independent trustee
4 Resignation/non-appointment of trustees
Through the provisions of the Act, and
guidance from the PR, many actuaries
will now be required to have increased
awareness of possible and actual conflicts
of interest. Early identification and
effective management through enhanced
governance processes may leave affected
individuals free to discharge their other
responsibilities. Actuaries with concerns
about compliance with company law, trust
law or the PR’s requirements should seek
independent legal advice.
If you would like to comment on this article, please
e-mail editor@the-actuary.org.uk

Useful links
n GC100 brings together senior legal
officers and company secretaries
from 90 past and present FTSE 100
companies, to provide a forum where
members can share best practice in
relation to legal, risk management,
compliance and other areas of
common interest:
corporate.practicallaw.com/9-3829498?qp=&qo=&q=GC100
n The PR guidance:
www.thepensionsregulator.gov.
uk/guidance/conflictsofInterest/
index.aspx
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Mortality

Task force

Joined-up thinking
Brian Ridsdale describes an international
approach to mortality

Brian Ridsdale is
immediate past
chairman of the CMI

F

aced with strong international
interest in mortality developments,
the International Actuarial
Association (IAA) set up a Mortality
Task Force in 2008, chaired by Martin
Stevenson from Australia. Its terms of
reference include the study of existing
data collection efforts, surveying current
international research in mortality,
determining future needs and facilitating
the profession’s worldwide ability to initiate
and coordinate research. There are 13
members and a good number of observers. I
am the UK representative.
We recognise that there is a wide variety
of information available from many
countries, but it is not easy to access.
Indeed, it is difficult for a non-specialist
to be sure that they are in touch with all
the work available in the UK alone. The
Task Force has, therefore, given itself the
responsibility of building a resource library
to include a selection of the most valuable
reports, tables and papers to serve the
international actuarial community.
This will only be of real use if it is easy
to access, structured by subject, and kept
up to date. The point of entry to the library
will be online, but where there are wellestablished resources — such as the Human
Mortality Database or the CMI pages on
the UK actuarial website — the library
will merely point to these in their original
locations. Published work from the UK will
be immensely valuable to the library, as the
UK is a leader in this field.
Subjects under study at the moment
include:
n The collection of global mortality tables
n Understanding improvements in mortality
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n Pandemics and risk management
n Uncertainty
n Analysis of mortality by cause of death
and social and demographic stratification
n Graduation techniques
n Projection techniques
n Data availability
n Mortality-related financial products.
From the breadth of this list, you will
see that there will be considerable work
in bringing together the most valuable
contributions worldwide, and in synthesising
the work for the general reader. Further
research will be undertaken or commissioned
as the need arises.

Collect, pool and analyse
There has been particular interest in
mortality studies and projections for
developing countries and regions where
there is little information available. The
Society of Actuaries (SOA) is running
a project to collect, pool and analyse
mortality data from companies in countries
where this has not been done before.
Also, in a separate project, the SOA Table
Manager is being used to collect and present
population, life and pensioner mortality
tables from participating countries in a
standard form.

Part of my job has been to establish
contact with the main actuarial research
organisations in the UK, to ensure there is
an ongoing awareness of new research and
publications that may be of interest to the
IAA Mortality Task Force.
Where will this data collection, synthesis
and research lead? Hopefully the IAA
will end up with a resource that will help
actuaries who are not specialists in mortality,
to see what is going on in a variety of areas
of interest, and access data and research
papers from elsewhere in the world.
The IAA should also benefit from a
basis of common thinking that can be
used for actuarial education, training,
and professional development. The
work should identify areas where further
actuarial research could be useful, and save
unnecessary overlap where research has
already been done.
Finally, I like to think that much of the
excellent work already accomplished and in
progress in the UK, will be more accessible and
of use to actuaries across the rest of the world.
The IAA Mortality Task Force welcomes contributions.
If you have published a paper in the last few years
and would like to get involved, please contact Brian
Ridsdale through the Profession’s website.
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aced with strong international
interest in mortality developments,
the International Actuarial
Association (IAA) set up a Mortality
Task Force in 2008, chaired by Martin
Stevenson from Australia. Its terms of
reference include the study of existing
data collection efforts, surveying current
international research in mortality,
determining future needs and facilitating
the profession’s worldwide ability to initiate
and coordinate research. There are 13
members and a good number of observers. I
am the UK representative.
We recognise that there is a wide variety
of information available from many
countries, but it is not easy to access.
Indeed, it is difficult for a non-specialist
to be sure that they are in touch with all
the work available in the UK alone. The
Task Force has, therefore, given itself the
responsibility of building a resource library
to include a selection of the most valuable
reports, tables and papers to serve the
international actuarial community.
This will only be of real use if it is easy
to access, structured by subject, and kept
up to date. The point of entry to the library
will be online, but where there are wellestablished resources — such as the Human
Mortality Database or the CMI pages on
the UK actuarial website — the library
will merely point to these in their original
locations. Published work from the UK will
be immensely valuable to the library, as the
UK is a leader in this field.
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n Pandemics and risk management
n Uncertainty
n Analysis of mortality by cause of death
and social and demographic stratification
n Graduation techniques
n Projection techniques
n Data availability
n Mortality-related financial products.
From the breadth of this list, you will
see that there will be considerable work
in bringing together the most valuable
contributions worldwide, and in synthesising
the work for the general reader. Further
research will be undertaken or commissioned
as the need arises.

Collect, pool and analyse
There has been particular interest in
mortality studies and projections for
developing countries and regions where
there is little information available. The
Society of Actuaries (SOA) is running
a project to collect, pool and analyse
mortality data from companies in countries
where this has not been done before.
Also, in a separate project, the SOA Table
Manager is being used to collect and present
population, life and pensioner mortality
tables from participating countries in a
standard form.

Part of my job has been to establish
contact with the main actuarial research
organisations in the UK, to ensure there is
an ongoing awareness of new research and
publications that may be of interest to the
IAA Mortality Task Force.
Where will this data collection, synthesis
and research lead? Hopefully the IAA
will end up with a resource that will help
actuaries who are not specialists in mortality,
to see what is going on in a variety of areas
of interest, and access data and research
papers from elsewhere in the world.
The IAA should also benefit from a
basis of common thinking that can be
used for actuarial education, training,
and professional development. The
work should identify areas where further
actuarial research could be useful, and save
unnecessary overlap where research has
already been done.
Finally, I like to think that much of the
excellent work already accomplished and in
progress in the UK, will be more accessible and
of use to actuaries across the rest of the world.
The IAA Mortality Task Force welcomes contributions.
If you have published a paper in the last few years
and would like to get involved, please contact Brian
Ridsdale through the Profession’s website.
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Student page

Jen & Jean

Jen and Jean invite Lindsay Smitherman to report on the new
specialist technical subject — ST9 — ﬁrst sitting in April 2010

Raising the proﬁle of ERM
The recent financial crisis has certainly
helped to raise the profile of risk
management practices – although not
in a particularly positive light. However,
actuaries with a strong skill-set in
enterprise risk management (ERM) can
play a leading role in helping recover
confidence. The challenge, however,
is to demonstrate this ability and the
introduction of ST9 is a step towards more
formal training and recognition within
this developing area.
There is also an international angle. The
UK Actuarial Profession has contributed to
a multinational working party so that ST9
follows an agreed syllabus and offers global
ERM qualification accreditation.
The first step in the development of
the UK ERM syllabus was a fundamental
review of subject CA1, including a change
of name to ‘Actuarial Risk Management’.
This is already in place, with the first
exams due this April. Risk management
techniques are introduced to all students
at the Core level — even those not
intending to specialise.
Subsequent development work has been
undertaken by an experienced team led by
professor Andrew Cairns of Heriot-Watt
University, aiming to introduce ST9 in June
2009 for first examination in April 2010.

Main elements of the ST9 syllabus
1 Concept and framework: What is meant
by ERM?; risk management and control,
governance and cultural issues; regulatory
and global risk; role of credit agencies
2 Process: Relevance of ERM to different
stakeholders; conflicts of interest; risk
appetite; structuring a successful ERM
function; best practice case studies
3 Risk categories and classification: Risk
taxonomy, including what is meant by ‘risk’
4 Risk modelling: Risk aggregation and
correlation; modelling techniques such as
copulas, extreme value theory and scenario
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analysis; operational risk assessment; use of
models in decision-making
5 Risk measurement: Types of risk measure;
quantitative analysis using financial time
series; credit risk evaluation
6 Risk management tools and techniques:
Risk optimisation; responses to risk;
risk mitigation
7 Economic capital: Economic capital models;
capital allocation techniques.
The proposed subject covers both
qualitative and quantitative areas,
extending concepts developed in the
CT subjects and in CA1. In style, it sits
between the largely description and
discussion-based ST exams in, say, life
insurance or pensions, and the more
mathematical derivatives subject (ST6).
The Core Reading material will largely
be sourced from ERM textbooks and
practice notes, enhanced by written
material — similar to the approach
for ST6. ActEd is developing its own
supporting tuition material, and it is
expected that ST9 will feature in some
university accreditation programmes.
For those studying to become
actuaries, the following alternative
routes are proposed:
■ ERM associateship: Gained via the
usual approach but replacing CT5 (Life
Contingencies) with ST9. The aim is for
this level of qualification to gain the
Global ERM accreditation.
■ Fellowship: Gained via the usual
approach, including ST9 as one of the
chosen ST subjects. Covering generic
risk management techniques, ST9 will
be complementary to any of the other
ST subjects and therefore may be a
useful ‘second’ ST for anyone choosing a
different area of specialism. Alternatively
you may wish to qualify as an ERM
specialist, by studying ST9 together with
ST6 (or perhaps ST5) and SA5 — these
having a generic risk-management focus.

Lindsay Smitherman

Open to all
However, ST9 is not just for students.
It is open to all UK members and can
be used for CPD or reference purposes.
There will be plenty of opportunities to
educate yourself in the ways of ERM, and
no excuse not to know what it actually
means. The omission from this article
of the precise definition is intentional
— partly to encourage you to study ST9
in order to find out, but largely because it
seems to be rather difficult to pin down.
The Core Reading is likely to contain at
least seven different definitions — you will
have to wait and see.
Further information will be available on
the Professions website in early April.
Lindsay Smitherman is a staff actuary of the UK
Actuarial Profession responsible for the life, health and
care, derivatives and ERM subject areas

STUDENT ALERT
Have you registered for the April 2009
exam sitting? The closing date for UK
registrations is 23 March. Also, look
out for next month’s student page,
where we feature top exam tips
from an examiner’s point of view.
www.the-actuary.org.uk
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AOTF

People

Vivacious, dependable, affable — what more could you want from
Despo Papantoniou, this month’s Actuary of the Future

Despo Papantoniou

Although you can’t get good coffee here.

Employer and area of work

Tell us your formula for success

The Purpose Driven Life by Rick Warren/
Armageddon/Stavendo — Mesa sou/my
mobile phone.

AIG Management (UK) — international
business development.

Self-belief — it is a positive tonic that helps
people grow beyond their dreams.

How do you relax away from the ofﬁce?

Date entered Profession

What’s your best attribute?

September 2006.

I try to treat others as I would like to be treated.

If it is to do something that I love, netball. If
it is to relieve stress, dancing. And if it is to
make a bad day great, shopping.

Describe yourself in three words:

And your worst habit?

Tell us something unusual about yourself

Vivacious, dependable, affable.

I tend to apologise even if I am not at fault.

What’s the best thing about your job?

What is most likely to irritate you
about others?

I was born in South Africa, my nationality is
Cypriot and I live in London. Multicultural.

I have been blessed to work with
remarkable people. It is not every day
that you get to call your colleagues
your friends.

And the worst?
If my manager is reading this — then nothing.

If they like gossiping about people.

Alternative career?

Who would you be stuck in a lift with?
Let’s just hope that this never happens because
I am claustrophobic, but in the event that it
does, with my best friend Priscilla Da Silva.

Doctor. Dr Des, I like the sound of that.
If you would like to nominate someone for Actuary of

Favourite book/ﬁlm/CD/gadget?

the Future, please e-mail AOTF@the-actuary.org.uk

Book review: The Origin of Financial Crises
Matthew Edwards reviews The Origin of
Financial Crises by George Cooper
The financially literate should find Dr
George Cooper’s explanation of the
financial and economic forces behind our
current ‘credit crunch’ greatly enhances
their own understanding. The book
combines a sense of the real with an
intelligent search for ‘the truth’ in a clear
and readable fashion.
Cooper asks how one can proceed in
subjects such as economics or metaphysics,
where it is generally impossible to set up
meaningful experiments? There are two
ways to approach the interaction between a
theory and the evidence: we can start with
the evidence, and seek a theory that fits, or
we can start with a theory and consider to
what extent the evidence supports it.
The latter approach becomes problematic
as soon as we choose a belief system that
suits us for social/historical reasons, or for
academic convenience, and then filter the
evidence in the light of that belief system.
Cooper’s starting argument is that
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economists have
largely fallen into this
trap. Having some
time ago adhered
to the Efficient
Market Hypothesis,
economic orthodoxy
continues to interpret
the financial world
through that lens,
however, much of
the evidence of the
past 80 years shows
that position to be
untenable, at least
in the context of the
asset markets.
Cooper concludes with recommendations
for avoiding such crises in the future, largely
by moving from consumer price inflation
to asset price inflation as the principle
measure of financial market health, and
applying a symmetric approach to
market management. He does not mince
his words, and it is refreshing to read
something so forthright.

The main shortcoming
of the book relates to the
expectations of the typical
reader, who is likely to be as
interested in practical cures
as in economic epidemiology.
Although the book deals with
the subject promised by its
title, there is little on what
should be done to extricate
ourselves from our current
malaise. But perhaps that is
because there is nothing to
be done.
Matthew Edwards is a former
editor of The Actuary.
For the unabridged version of this review, go to
www.the-actuary.org.uk/841034

Book offer
The Origin of Financial Crises can be
purchased at a 30% discount on the RRP
of £16.99 at www.harriman-house.com/
originfinancialcrises
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Arts

Matt & Finn

arts@the-actuary.org.uk

Life imitating art?

This month, Matt and Finn critique the classic 1980s ﬁlm Wall Street
to draw parallels with the recent ﬁnancial turmoil

After reading Reinhart and Rogoff’s seminal
work Is the 2007 US Sub-Prime Financial Crisis
So Different?, Matt and I were struck by the
importance of understanding the past in
order to appreciate the present. With that in
mind we decided that to grasp the mindset
of the current crop of financial buccaneers,
we would watch Oliver Stone’s 1987 epic
tale of capitalist greed — Wall Street.
Wall Street is the first and last word in
1980s capitalism. Testosterone-filled traders
and salesmen, carrying brick-sized mobile
phones, living in expensive New York Upper
Eastside apartments with questionable
decoration. The film follows rookie broker
Bud Fox, who will do anything to succeed
and who sees his ticket to success in the
shape of Gordon Gekko, an unscrupulous
Wall Street player, who epitomises raw
naked capitalist greed.
After only 10 minutes, the DVD crashed
and we had to restart the computer — is this
symbolic of the finance world as it is now?
Wall Street does manage to illustrate how
human the markets are, with the hustling,
cacaphonic trading pits that were the coalface
of markets in previous decades. Flashing
Bloomberg screens nowadays make you
forget that the financial markets are just
that — marketplaces

where thousands of buyers and sellers meet
and trade. Bud, in his quest for redemption,
manages to cause a wild spike in the price
of Bluestar stocks, not dissimilar to the wild
oscillations of financial stocks throughout
2008, where rumour and speculation can
move market prices out of sync of a ‘true’
fundamental value.
Although Gekko seems to have amassed
his fortune on insider trading — “Stop
telling me information and start getting
me some,” he orders Bud early on in their
relationship — what was more relevant to
today’s crisis was the role that hedge funds
could play. Gekko is portrayed as a vulture
preying on the weak, while his nemesis,
Sir Lawrence Wildman, is the proverbial
white knight (as well as an English
gentleman). In recent times, hedge funds
have taken a lot of blame for some of the
difficulties we are in, especially with short
selling. The arguments raised by Gekko in
a speech to counter his critics, match some
of the arguments raised by hedge fund
managers today — that they are looking to
expose badly run companies through the
market mechanism.
There are some great quotes throughout.
When talking to his working class union
leader father, Bud spits out: “There is no
nobility in poverty”. While many in the
current banking profession could be facing
an ignoble future, Gekko would be equally
ill at ease with the present financial climate
as: “Nothing ruins my day, boy, like losses.”
The most spectacular quote has to be
Gekko’s address to a group of disgruntled
shareholders: “Greed, for lack of a better
word, is good. Greed is right, greed works.
Greed clarifies, cuts through, and captures
the essence of the evolutionary spirit.
And greed, you mark my words, will not
only save Teldar Paper, but that other
malfunctioning corporation called the USA.”
In current times, maybe Gekko speaks a
small amount of truth. Markets are driven
by fear and greed, and maybe a little more
greed and a little less fear will be part of
the process that pulls the world out of a
global recession.
Matt and Finn welcome your comments
and contributions. Please e-mail
arts@the-actuary.org.uk
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Recommended band
Glasvegas
Glasgow has given the world many
things over the years — Billy Connolly,
Franz Ferdinand, Gordon Brown and,
according to the Glasgow City Council
website, Merlin the wizard. However,
one of the latest to herald from the UK’s
third largest city are four-piece guitar
band, Glasvegas. Their self-titled debut
album was one of the best releases
of 2008. Full of haunting lyrics and
excellent melodies, the album is full of
heart and deﬁnitely worth listening to.

Client entertaining
Inamo,
London
Soho has
many
Asian-fusion
restaurants,
but not
like this. If
you want to
entertain your clients in a very different
setting, Inamo is the place to be. For
gadget lovers everywhere, diners can
select and place their orders via the
interactive ordering system projected on
to the table surface. It also allows you to
play games, set the mood, book taxis and
watch a video of your food being prepared
in the kitchen. Oh — and the food is
extremely nice too.
www.inamo-restaurant.com
www.the-actuary.org.uk
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Spoilt for choice

Visit the-actuary.org.uk for a better selection
The Actuary’s website is choc-full of features for you to enjoy. And with more
exclusive content than ever, you can afford to indulge at your leisure.
Pick and mix news, comment, fun stuff and features, choose from the choicest
jobs or find your favourite selections in the extensive archive.
Whatever you’re looking for, there’s bound to be something that takes your fancy.

Visit the-actuary.org.uk for more news,
more features, more jobs
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Puzzles

Coffee break

March Prize Puzzle

You do the math

In the 10 expressions below, 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
expressions). Multiple answers are a possibility in some cases, as the answers should be a consistent replacement — not a number. Empty
parentheses ( ) indicate substitution of a number by a blank.
Example: 		 brown! + (pink / green). Answer = Blue, not 5.
red + black
For a chance to win a £50 Amazon voucher, courtesy of puzzles sponsor High Finance, please e-mail your name, company and your
solutions to prizepuzzle@the-actuary.org.uk by 16 March 2009 — more interesting solutions may be looked on with additional favour. The
identity of the winner will be published in the May edition.
(Carbon + Fluorine)
1		
+ Helium
Lithium
2 East – (Unlimited x Jackson)
3 (Volleyball x Rugby Union) – YnglingPolo
√Pennsylvania
Privet
(Red
balloons
– Vision) + Love
5 		
Tribes
4

6 Days in Sydney –

()
√(Steps – Slaughterhouse
– Men in a boat)

New Zealand
x SingaporeSao Tome & Principe
USA
In(Beloved+Bastard)
8
In(Curmantle)
7

9 (Post-retirement medical plans + The appropriate actuary
– Prepaid funeral plans)
10

()
(Dalmations – Flight)

NOTES

Terms and conditions

The winner will be selected as the first correct entry drawn at random
from entries received by the closing date. The winner’s name will
be announced in a future 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 a future edition of The Actuary. Your details will not be
passed to any third party in connection with this draw.

Puzzle 421 The hexagon
A regular hexagon
with corners ABCDEF
contains two
rectangles ABXY
and CDYZ.
What percentage
of the hexagon lies
within at least one of
the rectangles?

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

Puzzle 420 The 100 prisoners
Thanks to David Nutting for submitting this puzzle.
The Caulatarian state facility for evil geniuses contains exactly 100
prisoners. While the prison is physically secure, the law dictates
that once a year the inmates must be granted the chance, however
small, to win their freedom. The warden — who fails both criteria for
admission to the facility as a non-paying guest — has come up with
the following trial.
In a room are boxes numbered from 1 to 100.
Each box contains the name of one the prisoners and each of the
prisoners’ (unique) names is contained in exactly one box. Tomorrow,
each prisoner in turn must enter the room and select and open boxes,
one after the other, hoping to find the box with his or her name in
it. Each prisoner has exactly 50 attempts to find their name. If every
prisoner succeeds, they are all set free. If even one prisoner fails to
find his name... well, they’ll all be back again for another go next year.
Tomorrow, the prisoners may not communicate with each other
directly or indirectly in any way, but they have been told about the
trial and can communicate freely today. That is, they may discuss and
decide upon a strategy. The warden doesn’t mind this as he figures
that, as each prisoner has only a one-in-two chance of success, their
chance of collective success must be tiny.
But he is wrong — the inmates find a strategy which guarantees
they will have a roughly 30% chance of being freed. Can you find it?

Highfinance Actuarial
Facing a Career Puzzle? Call for the Solution
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Mark Dainty (Director)
High Finance Ltd.
www.highfinance.co.uk
0207 337 8800
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Coffee break

Puzzles

Solutions for January/Febuary 2009
Jan/Feb Prize Puzzle Mental blocks solution

Grid one

E I G
M U L
B Y T
P L U
O F T
T H I

H
T
H
S
W
R

T
I
I
T
E
T

Y
P
R
H
L
Y

F
L
T
E
V
F

O
I
E
S
E
I

R
D
N
M
O
E

U
E
E
U
T
V

Grid one is a jigsaw puzzle and rearranges (to a 6x10 grid) to reveal a
message as shown left.
Grid two is a simple Caesar cypher, although a different cypher
key is applied to each of the four colours. Solving this gives the
message shown below left.
Therefore, the two numbers are 1656 (editor’s preferred
solution — although I accept 1139 as an alternative) and 4344.
There was a one-letter typo in the second grid — apologies
for this!
Congratulations to the all those who submitted correct answers
— and in particular to the lucky winner:
Felicity Kirk of HBOS FS.

Grid two

S
A
M
S
P

E V E N
N D S E
U L T I
I X M I
L U S F

H U N D
V E N T
P L I E
N U S N
I F T Y

R
E
D
I
O

Puzzle 417
Clockwatching solution

E D
E N
B Y
N E
N E

What time was it at CaulTech?
It was one minute past eight in
the evening.

Puzzle 418 Spheres within spheres solution
Four identical spheres are contained
within a larger sphere. These spheres do
not overlap but otherwise are as large
as possible (so that they form a regular
tetrahedron touching the boundary of the
larger sphere). What proportion of the
larger sphere is contained within one of the
smaller spheres?
Say the large sphere has radius 1 and the
small spheres have radius r: the centres
of the small spheres must form a regular
tetrahedron of side 2r centred on the centre
of the large sphere. Consider a line through
the centre of the large sphere and one of
the small spheres and so observe that
r+

3

( 4 h) = 1

Where h = the height of a regular
tetrahedron of side 2r. Therefore, (as a
tetrahedron of side 2r has a height of

√3
2

1

.2r) we have r =
1+

√

3
2

and so the proportion within one of the
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smaller spheres =
4 / (1 +

√ 32 )

3

, or around 36.3%.

What would be the proportion if instead
of four spheres in a tetrahedron inside
the sphere you had six spheres arranged
in a regular octahedron? Or eight spheres
arranged in a cube?
For the octahedron, consider a cross-section
through the centre of the large sphere which
is orthogonal to a line between the centres
of two opposite small spheres. This crosssection also passes through the centre of the
four other spheres and the points at which
they touch the larger sphere, giving four
circles radius r arranged in a square touching
the edge of a circle radius 1.
It is then trivial to see that r = 1 / (1 + √2)
and so the proportion within one of the
smaller spheres = 6 / (1 + √2)3 , or
around 42.6%.
For the cube, consider a line through the
centre of the large sphere passing through
the centres of two opposite small spheres
and so observe that:

r+

( 12 d) = 1

Where d = the length of the long diagonal
through a cube of side 2r. Therefore, we have
r=

1
1+ √3

and so the proportion within

one of the smaller spheres = 8 / (1 + √3)3,
or around 39.2%.

Puzzle 419 Plus twos solution
Find pairs of words, so that the second word
can be formed by adding two new letters to
the first word without rearrangement.
1 Ocular/Oracular
Champions
2 Macadam/
11 Haste/Chasten
Macadamia
12 Path/Patchy
3 Anthem/Anathema
13 Agent/Pageant
4 Lanced/Blanched
14 Rough/Borough
5 Flaming/Flamingos
15 Pure/Purple
6 Pecan/Pelican
16 Insulin/Insulting
7 String/Starling
17 True/Torque
8 Camel/Caramel
18 Monk/Monkey
9 Loser/Lobster
19 Fighter/Freighter
10 Campion/
20 Hen/Heron
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Appointments

People moves

team of SCOR Global
Life UK as head of
pricing. Mr Leitch
was previously
pricing production
manager at SCOR.
Martine ScottGordon has been
appointed a director
of Prime Resource in
the UK.

Johann DuToit

Johann DuToit has taken up the position of investment actuary with Sun Life
Financial of Canada. Mr DuToit previously worked for Gen Re Life Health UK.
Mike Poulding has
been appointed
deputy director
— international, for
the Guernsey Financial Services Commission. Mr Poulding
previously held the

role of assistant director and insurance
division actuary for
the Commission.
Jamie Leitch has
been appointed to
the management

Watson Wyatt
Worldwide has
announced the
appointment of
Sarah Cleveland,
Sabrina Bailey
and Lina Macias
from Rogerscasey
to join its growing US investment
consulting team.
All three, who have
already started
work in the firm’s
Portland, Oregon

office, will report to
Martha Spano, division practice leader,
investment consulting. Ms Cleveland,
a senior investment
consultant was
head of Rogerscasey’s Portland office
prior to joining
Watson Wyatt. Ms
Bailey, an investment consultant at
Watson Wyatt, was
an associate director at Rogerscasey.
Ms Macias joins
Watson Wyatt as a
senior analyst.
Jane Clarke, previously head of the
flex and operational
communications
practice at Buck
Consultants, has initiated her own company Flex&Comms.

Forward features
in The Actuary
The Actuary team has finalised
the magazine’s feature themes
for 2009 and welcomes contributions
for these topic areas from members,
or from contacts in and around
the profession.
You will find a list of themes for the
next few months below, along with
the deadline dates for submission
of articles. If you would like to
contribute, please contact Tracey
Brown at features@the-actuary.org.
uk with your suggestions.
Please note that these themes are
not exclusive and the aim is for a
strong variety of articles. If you have
a burning topic you’d like to write
about, please let us know.

May 2009 (Published 30 April,
deadline 16 March)
n Pensions
n Longevity
n Actuarial history

June 2009 (Published 28 May,
deadline 13 April)
n Risk
n Investment strategies
n Investment fund management
July 2009 (Published 25 June,
deadline 11 May)
n International recruitment
n Environment
n Capital/Solvency II
August 2009 (Published 30 July,

Colin Wilson

Alan Rubenstein

Colin Wilson has taken up the new
post at the Government Actuary’s
Department as head of investment and
risk. He was previously a senior consultant at Barrie & Hibbert and, prior
to that, was director of research in the
Portfolio Management Group of Prudential M&G. He qualified as a fellow
of the Institute of Actuaries in 1996.

The Pension Protection Fund (PPF) has
announced the appointment of Alan
Rubenstein as its new chief executive
from 1 April 2009. Prior to joining the
PPF, Mr Rubenstein was a managing
director of Lehman Brothers where he
was responsible for establishing their
Pensions Advisory Group. He qualified
as an actuary with Scottish Widows.

deadline 15 June)
n Financial modelling
n Actuaries in non-traditional fields

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