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A new era
A very happy New Year to everyone and
welcome to the first 2008 edition of The Actuary.
As you can see, the magazine has undergone
a facelift over Christmas and I am enormously
proud to be editing this issue. The website,
www.the-actuary.org.uk, has also had a revamp.
While still containing an archive of past features
and pages, the new site will begin to include
additional material not featured in the magazine
that will allow us to provide features and news to
complement the print edition.
The changes you can see are a result of an
enormous amount of hard work and dedication
during 2007 from SIAS, the editorial team,
members of staff at Staple Inn and the new
publishers, Incisive Media. Thank you to
everyone that has been involved in the relaunch
and who has contributed
to its success. I hope
that you will enjoy
the magazine and
benefit from the
hard work that
goes into it.
Looking
beyond the
glossy pages,
the editorial
team is
committed
to ensuring
that

the standard of material is maintained, and
improved where possible, as the magazine
matures. This edition includes our first Soapbox
column and we are delighted to have John
Greenway MP, an ex-policeman and president
of the Institute of Insurance Brokers, offering
his opinion on the role of actuaries and the
actuarial profession (see page 10). As actuaries,
we must be aware of the views and concerns of
those we meet and work with, and as such I am
keen to ensure that The Actuary features many
other high-profile individuals from outside the
industry on a regular basis.
The editorial team is also changing: we are
currently looking for a volunteer to coordinate
and manage the Arts page to take up the reins
from Alan Frost, who has entertained us with
his theatre and music reviews over the years.
Frosty’s fans will be delighted to know that Alan
has agreed to continue to make the occasional
cameo appearance and I also understand that
there is a book available containing many of his
contributions over the years, so please contact
Alan direct for details.
We are also very sad to be losing Seamus
Creedon and Laurence Kleerekoper, who have
managed the News and Social pages for so long.
Their moving on creates two further openings
on the team and so we are recruiting for a news
editor and a social editor. We have received a
number of applications for these posts already
and hope to announce the names of the
successful applicants in the March edition.
In my January 2007 editorial I promised to
bite the bullet to implement improvements
in the magazine; I hope you agree that we are
on the right track. This may not be the first
time The Actuary has gone around the actuarial
control cycle but I feel that these changes
represent a major step forward. Your opinions
are crucial and we plan to carry out a reader
survey in the next few months to gather them,
but please feel free to send in your comments or
feedback in the meantime.
Finally, many thanks to everyone that
contacted me about their pants. I was
overwhelmed to find that my December editorial
touched so many of you and that you were able
to share your underwear selection techniques
with me. Your feedback certainly cheered up
my colleagues and I during the busy run-up to
Christmas and I have included a couple of these
now infamous letters on page eight.
Margaret de Valois
Editor
editor@the-actuary.org.uk
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Comment

Nick Dumbreck

Nick Dumbreck welcomes active debate as an essential
part of a vibrant profession in 2008

Setting standards

B

y the time you read this, two major
consultation exercises will have been
completed. One relates to the framework
for behavioural standards for actuaries,
and the other to the corresponding framework for
technical standards. Having robust but workable
standards is hugely important for the reputation
and effectiveness of the Profession but getting
these frameworks right was never going to be easy.
The consultation exercise has brought
widespread support for the overall structure of the
Actuaries’ Code, comprising a series of principles
each with a supporting AP Standard. However,
there have also been calls for significant changes
to be made to parts of the proposed content,
including revisiting the list of principles. As is
typical in such situations, some of the comments
are diametrically opposed, with requests for
public interest aspects of the draft Code to be

» The consultation exercise

Discussion of the consultation paper Towards a
Conceptual Framework, issued by the Board for
Actuarial Standards (BAS) in November 2007, is
less well advanced at the time of writing but it
appears destined for an easier ride than the draft
Actuaries’ Code. Proposals in the preliminary
consultation paper issued last April for an
overarching framework of Standard Actuarial
Principles and Techniques have been dropped
in favour of a less ambitious approach, which
recognises that different methodologies are
needed to comply with differing regulatory
requirements and accounting standards. A draft
of the conceptual framework itself is promised
in spring 2008 but this will now be a framework
for technical standards, rather than a framework
for actuarial work or work product. This is a
welcome change of emphasis.
A few aspects of the latest consultation
paper seem likely to prove controversial.
The proposal that actuaries should be
required to report the undiscounted
value of projected cash flows as well as
the discounted value surely requires
further thought, as does the proposed
requirement to assess the probability that
any value of liabilities will be sufficient
to discharge those liabilities. Much of
it is common sense, however, and it is now
in everyone’s interests that the conceptual
framework be finalised quickly, so that
preparation and updating of technical guidance
can become the main priority for the BAS.

has brought widespread
support for the overall structure
of the Actuaries’ Code

«

strengthened being matched by arguments that
the current wording is too onerous. However,
there are some recurring themes that will need to
be addressed in the next version of the documents.
One of the most forceful representations is
from the Professional Oversight Board, which
has submitted a comprehensive and constructive
critique of the draft Code and standards, drawing
on the experience of other professions. Among
other things, this emphasises the importance
of independence of mind and courage, and
the need for mechanisms (such as whistleblowing obligations) to reduce the vulnerability
of actuaries to bullying. Despite the trend for
statutory actuarial roles to become advisory rather
than decision-taking in nature, having a strong
backbone remains an essential attribute for the
effective performance of these roles. However,
the Profession’s view is that a ‘one-size-fits-all’
approach is not appropriate, and that specific,
more demanding standards are required for
reserved roles, with a less onerous regime applying
to other work where exclusivity and statutory
protections do not apply. An interesting debate
with the Board is in prospect.

6
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Member interest groups
It is now only a month until the Profession’s
new structure takes effect. The changes are
aimed at making the Profession more responsive
to the needs of members, and they will work
best if members are prepared to get involved
and to let us know what they want from their
professional body.
One way members can do this is through
member interest groups. To remind you, these are
intended to be relatively informal groupings of
members with a common interest, for example,
the role of actuaries in understanding and
responding to climate change, or equity release
products. Our first experiment in this area, the
Risk Management Special Interest Group (RMSIG),
has been highly successful, attracting over 500
members and large audiences for its networking
evenings. Risk management is being upgraded

under the new structure because of its strategic
importance and emergence as an examination
subject, and will be supported by a practice
executive committee. However, we hope that
many new member interest groups will be formed,
and that they will help take the Profession in new
directions and expand our influence.
Some groups will be sponsored by practice
areas but others will be created through the
initiative of one or more individual members.
For more details on how to set up a group,
please contact Peter Dingwall at peter.dingwall@
actuaries.org.uk or +44 (0)20 7632 2136.

Open forums
A key element of the Profession’s strategy is the
provision of better knowledge-sharing services.
One of the initiatives in this area is the
development of open forums. An open forum
discussion may take several forms — face-toface, web-based or by phone — and will cover
a relevant topical issue. It will be aimed at
members but, where appropriate, people outside
the Profession may be invited to participate. It
may be led or chaired, but people should feel
comfortable to participate and it will not be
a lecture. The objective should be that there
is genuine sharing of knowledge and taking
forward of the debate in a particular area so that
the end product is of sufficient quality to qualify
as CPD under the Profession’s scheme, verifiable
where practical.
Internet-based open forums will run on
wikis and a technical platform for these is being
developed by the Profession’s staff. Face-to-face
meetings may take several forms — networking
evenings of the type run by the RMSIG and
some practice boards would fit the description of
an open forum, as would the breakfast meetings
held in Edinburgh under the banner of Our
Changing Future.
Within the new structure, open forums will
be arranged under the auspices of the Member
Support Executive Committee. An open forum
task force, chaired by Stewart Ritchie, is currently
developing rules for, and practical guidance on
running, open forums. It is expected that a trial
open forum breakfast meeting will be run in
London in March. Please support these events and
activities, and help usher in a new, less formal style
of discussion for actuaries.
Nick Dumbreck is president of the Institute of Actuaries
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Letters

Your view

Letters to the editor
In which actuaries discuss their
pants-rotation preferences

Letter of the month
Back to Y-fronts
I have just read the engrossing editorial in December’s issue regarding the actuary who rotates
his underwear to ensure that each pair is washed an equal number of times and placed at the
front of the drawer when it is due to be worn. This is apparently done in order to “ensure a
speedy dressing process and cut down on shopping time, as all pairs should need replacing at
the same time”.
I am truly disappointed to find that, after so many years of studying statistics, there are
still actuaries putting so much faith in deterministic processes for their daily routines. The
same objectives set out above would be achieved with far less effort by some genuine
randomisation, such as by throwing all pants in the drawer as carelessly as possible when they
come out of the dryer and picking them blindly in the morning before being fully awake. That
would firstly ensure a speedy dressing process, as in the method above, and secondly make
sure that each pair of pants is picked the same number of times on average.
Admittedly, there will be some significant random variation in the number of times that
each pair of pants is worn but this is an advantage. The accumulation risk of most pairs
needing replacing at an inappropriate time for shopping, for example during policy renewals,
is avoided, and purchase of a new lot can be postponed for a few weeks.
Furthermore, deterministic algorithms are dangerous. Even a small flaw in the process might
have catastrophic effects; a pair of pants may end up never being worn, although off the top
of my head it is difficult for me to think of how that could actually happen.
Finally and most importantly, if the stochastic element is removed from the life of the
actuary then what way is there for us to distinguish our profession from that of deterministic,
pants-rotating accountants?
Pietro Parodi
13 December 2007

The writer of the Letter of the month receives a
fountain pen kindly supplied by HBOS

Living in the real world
Andrew Cox provides an interesting analysis of
curve-fitting to claims data (‘Modelling severity
distributions’, December 2007).
He rightly asserts that actuaries, and
other financial professionals, too often fit
inappropriate mathematical distributions
to real-world problems. The problem of
obtaining a fit to the body as well as the
tail of a claims distribution is well known
to actuaries, just as the problem of fitting a
normal distribution to investment returns
(‘fat tails’) is well-known to most investment
professionals. In spite of this, the main body
of investment research simply assumes that
returns are normal, or log-normal, in the
search for computational simplicity and
mathematical evidence.
I am reminded of the old adage that the
difference between theory and practice is that
in theory they are the same but in practice they
are different.
The solution that Cox recommends is
to add new distributions to our toolbox
and use them when appropriate. This
mitigates the problem but, fundamentally,
isn’t the problem more one of real-world
distributions not following mathematical
distributions generally?
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through empirical methods.Increasing
computational power and, more importantly,
the wide availability of data, have made the
empirical analysis of real-world data much
more practical than it was a few years ago. I
believe that actuaries are well positioned to
exploit this if we can see the opportunity that
exists.

Huw Phillips
4 January 2008

Briefs in the balance
I read your editorial (‘The well-dressed actuary’,
December 2007) with great interest and must
ask why this pants-rotation policy is unusual.
I also keep some spare new pants in order to
maintain the same supply pool. I extend the
same principal to shirts and suits, as well as
polishing and wearing shoes and so on. The new
supply policy does not extend to shoes or suits,
though, and it is very difficult to apply this to
one’s spouse or partner, no matter how desirable
this might be!
I believe that this shows good
organisational and management skills and
if you act in this way in your home life then
presumably the same applies at work. Is this
the true work-life balance? This is something
that I have never got to grips with, but it is all
becoming clearer…

A couple of hundred years ago our
Hamid Nawaz-Khan
forebears were attempting to fit mathematical
10 December 2007
distributions to mortality rates, and why
not? If a simple mathematical formula can
Basic instincts
determine how the planets move around
the sun then why wouldn’t there be a simple
Patrick McKay (Letters, December 2007) seems
formula to determine something as simple
to be arguing against contraceptive techniques
as how long a person lives? As we all know,
that ‘interfere with nature’. But all such
however, experience showed that this was
techniques involve some interference with a
simply not the case and the tireless efforts
natural function. Even the ‘rhythm method’,
of actuaries over the years came up with
commended by Roman Catholics as being more
empirically derived curves to fit mortality
natural than others, is hardly an altogether
data, and also a new set of mathematical
natural procedure. There remains only the
techniques to facilitate the use of these
contraceptive of last resort; total abstinence. Is
empirical curves.
anyone going to argue that that is natural?
I think that actuaries should be the last
I am afraid we have to accept that, given
people to recommend new mathematical
today’s mortality rates, the inevitable
formulae to fit empirical
data; one of our greatest
strengths is working
with real data rather
“B” stands for brands. Of which we have lots. And what’s more, this year
than simply assuming a
we’re working harder than ever to make sure they carry all the right
normal distribution or
products and propositions. Email actuaryopportunities@hbosplc.com
some such in the way so
and find out about the effect this can have on your career.
many investment analysts
do. Claims distributions
and investment returns
Sponsored by
represent empirical data
Equal opportunities for all - our policy is as simple as that.
and should be analysed

Letter of the month - “B”
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Your view

consequence of behaving naturally would
be rapid worldwide population growth. In a
world that already appears to be consuming
the earth’s resources at a more-thansustainable pace, what amount of further
population growth does Mr McKay think we
can tolerate ‘with impunity’?

Angus Sibley
13 December 2007

revenue accounts, balance sheets and prospects.
This brings me to a point on which I disagree
with Kent. He says: “Low-yielding gilts carry
only interest-rate risks.” This is not so, because
if they become high-yielding gilts when
the fund needs to sell because of cash flow
mismanagement, and liabilities are shorter
than assets, there arises “a recorded and
meaningful event”. Using market prices for
valuation means investing as if the need to sell
arises every year.
In the early 1970s such
a situation arose in a big
way and there were several
rescues mounted among
small, new and what we
contemptuously referred
to as ‘one-product’ offices.
At the time our regulatory
body was the Department
of Trade, and during one
of their visits to our office
one of my colleagues
asked: “Why do you spend time here when there
are several offices facing trouble?” The answer
was, “We come to offices like this to find out what
questions we should be asking.”
Is this an idea we should be putting to the
now-defunct department’s descendants, the
FSA? As Kent says of actuaries: “They appear
to exclude the need for a continuous focus on
long-term investment strategies.” In the current
regime they have no choice.

» Deterministic algorithms are

dangerous. Even a small flaw in the
process might have catastrophic effects;
a pair of pants may end up never
being worn, although off the top of
my head it is difficult for me to think
of how that could actually happen

«

Losing the plot
Kent Sandom asks if actuaries have lost the
plot in investment management (Letters,
December 2007). Yes. They lost it when
modern regulations were introduced requiring
the valuation of assets that support long-term
liabilities to be on a basis to give comfort to
people familiar only with deposit accounts
and market prices.
I like his sentence: “The valuation can
be only a hypothetical exercise, while any
switch in investments becomes a recorded and
meaningful event.” Indeed, the asset sold will
have realised less than the mid-market price
and the one bought will have cost more. The
distortion could be more pronounced where a
very large holding is involved, as the sale may
well push the price down and the purchase push
it up. Add to this the euphoria and despair that
influences daily market prices, involving a very
small percentage of the issued capital, and their
relevance in relation to the long-term liabilities
is surely hypothetical.
Forced selling at the wrong time can be
avoided only by getting the cash flow right for
the whole fund, which means choosing assets
by type and term to match the outgo projected
insofar as is possible. Invest too short and you
miss out on the advantages available only
to those that can commit for longer and the
benefits to the client then cost more.
Another hypothesis may also be usefully
posed. Imagine the Stock Exchange is to close,
never to open again. The investments would
certainly not become worthless. The rights of
investors are set out in their stock and share
certificates and can be valued by reference to

www.the-actuary.org.uk
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Victor Hughff
20 December 2007

Long division
While agreeing with Peter Tompkins (Letters,
December 2007) that the actuarial profession
did its best to put things right after the personal
pensions mis-selling scandal became apparent
on a large scale, the profession was undoubtedly
divided during and before 1989.
Life offices thought personal pensions were a
good thing. Pension funds that lost members as
a result disagreed.
Derek Fellows produced a good pamphlet
entitled Let’s Get It Right. I was shocked by the
complete absence of safeguards and wrote to
LAUTRO’s actuarial advisor in 1989 with some
suggestions. He eventually replied that he was
not going to enter into correspondence. I have
the full previous correspondence.
I do not believe that heads should roll at this
late stage but I do believe that Clifford Sharp
has it about right with regards to early personal
pension days.

Ivor Kenna
11 December 2007

Letters

Values in action
In reply to Peter Tompkins (Letters, December
2007), I am in no way questioning the
integrity of council members. From my
experience of people, and of actuaries in the
many parts of the world the profession has
taken me, I consider it to be obvious that
our interests influence our values, whether
consciously or otherwise.
When I moved from Legal & General
to Noble Lowndes, where I was the senior
actuary, I soon recognised that, as a primarily
sales-oriented organization, different interests
called for a reconsideration of what actuaries
employed by such pension consultants were
expected to do. My experience leads me
to consider that such groups did more to
spread awareness of occupational pensions
— which was in the public interest — than
other organisations with less drive. What was
clear was that the different interests certainly
affected values, influencing actions in turn.
In 1999, the then-president asked me to
submit a paper on professionalism. When
researching it I asked the secretary of the
Institute if I could see any council minutes
about mis-selling problems; a subject rife at
the time. He said there were none, which
seemed strange. Later, I asked a knowledgeable
senior actuary what had happened and he
explained that there were no minutes because
the council members could not agree.
What values are and how they influence
our assessment of relevant facts, influencing
but not determining our actions, I have set
out in my book, The Origin & Evolution of
Human Values. It is highly topical because the
proposed new code of conduct says specifically
that it relies upon each actuary’s values to
assess whether or not they are conforming
with its requirements. If anyone would like to
see my book then I will be glad to send them
a copy.

Clifford Sharp
11 December 2007
The editorial team welcomes readers’ letters but
reserves the right to edit them for publication.
Please e-mail letters@the-actuary.org.uk

Correction:
Wright the wrong
Please note that the letter relating to the
Michael Bright case in the December
2007 issue was incorrectly attributed to
‘PW White’.
We are pleased to state that the correct
author is Peter Wright.

2008 Jan/Feb
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Soapbox

John Greenway MP

John Greenway MP expresses the view that actuaries
should not be afraid to speak out in the boardroom

A collective responsibility
John Greenway MP is
President of the Institute
of Insurance Brokers
and Chairman of the
Parliamentary All Party
Insurance & Financial
Services Group

I

used to think that the role of the actuary was a
pretty thankless task; though always well paid.
If the firm makes losses, it’s the fault of the
actuaries for getting their sums wrong when
setting premiums or assessing risk. Success and
profits on the other hand are always entirely due
to the brilliance of the folk in sales and marketing.
If the Northern Rock crisis tells us anything, it’s
that the different elements that make up a major
financial institution can’t work in professional
silos. What matters is that each area of expertise
contributes towards a collective responsibility
for the management and supervision of the
business. In this respect, the people who ‘crunch
the numbers’ need to be given equal, if not greater
prominence in determining a firm’s direction
than the people in the front office, who are gungho for new business at any price.
It’s often said that hindsight is a wonderful
thing. If only we’d known, we would have
done things so differently. That’s how it is
with Northern Rock. It was just the same with
Equitable Life and it will be the same again in the
future if much greater importance is not given to
profiling the potential risks and shocks faced by
major financial institutions. As with Northern
Rock, it will almost certainly be the shareholders
who lose their money if things go wrong.
I’m sure the marketing gurus in Northern Rock
were preening themselves over their achievement
of securing 20% of new mortgage business market
share for the first six months of 2007. We would
all have felt the same way but I can’t help thinking
that somebody within the organisation must have
known that the well from which the new lending
was sourced might one day run dry.
On top of this, the entire banking sector has
known for ages that some substantial losses in
the sub-prime mortgage
market in the US were
inevitable. Only the scale
of loss was in doubt. It’s
suggested that Northern
Rock undertook stresstesting of the inter-bank
market up to a 75%

» If the Northern Rock crisis tells us

anything, it’s that the different elements
that make up a major institution
can’t work in professional silos

«
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reduction in liquidity. I bet that they now wish
they had stress-tested to 100%. Other mortgage
lenders should recognise their own potential
vulnerability in this respect.
Actuaries themselves know that the ability to
stress-test to a level that would equate to complete
disaster is within their competence and skill. If we
want to avoid these kinds of shocks in the future
then we must empower the actuaries to ensure
that all boards of directors are fully acquainted
with the doomsday scenario that could be around
the corner. At least then marketing plans would
be based on all the facts and possibilities and not
merely a partial assessment.
It’s also asking far too much to expect nonexecutive directors, however well qualified, to
anticipate disaster on the scale of Northern
Rock, though increasingly they should insist
that firms are forced to think the unthinkable
and plan accordingly. To achieve this, however,
will require a substantial change in culture
within major financial institutions. Actuaries
should not be afraid to speak their minds about
the risks being taken within the boardroom.
On the contrary, they should be encouraged to
make sure that directors are fully aware of the
entire risk profile of the business.
The Actuarial Profession has a role to play
here. It should first press the argument for total
stress-testing. Secondly, it should seek to protect
its members from criticism for having the
temerity to query the viability of the marketing
and growth plans of the financial institutions
who employ them. Hopefully, sooner rather
than later, the current financial crisis will abate
and market conditions improve. It’s then that
the waters will be at their most dangerous.
There will be both boardroom and shareholder
pressure to recoup quickly the lost business
resulting from the current credit squeeze.
The only way to ensure that any gains are not
short-lived is to strengthen stress-testing and
build effective risk management plans. Actuaries
have the skills, experience and expertise to fulfil
this critical role. Better that shareholders rather
than regulators insist that this is done.

South Africa: +27 (0)11 881 5576
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President elect announced
Nigel Masters BSc FIA was confirmed as
president elect of the Institute of Actuaries at
a special Institute Council meeting on
17 December 2007.
Nigel, pictured, qualified as a fellow of the
Institute in 1981. He has been vice-president
of the Institute Council since 2006. Nigel has
previously been chairman of the Actuarial
Profession’s Life Board.
He was educated at Bristol Grammar
School before going on to study maths at
Bristol University. After graduating in 1974 he
joined Clerical Medical, during which time he
completed his actuarial training. In 1983 Nigel

joined Watsons (later
to become Watson
Wyatt) as a consulting
actuary and was made
a partner in 1984. He
worked as a consulting
actuary for a variety of
firms over the next 23
years before moving
back to the insurance industry, joining Zurich
Assurance in July 2006.
Nigel is currently group chief life actuary based
in Zurich, Switzerland, covering a wide range of
countries including the company’s operations in
the UK, the Isle of Man and Ireland.
Nick Dumbreck, president of the Institute,

who will step down in June when his two-year
term comes to an end, said: “I am delighted that
Nigel has been elected to succeed me. With his
energy and enthusiasm I am sure that he will
make a major contribution towards enhancing
the profile of the Actuarial Profession and the
support that we provide to our members.”
Nigel said: “This is a great honour and I
look forward to serving the Institute and its
members. The Profession remains vigorous and
relevant thanks to high-quality ideas, research
and training; I will focus on promoting each of
these areas. I am very grateful to the Institute
Council, to my employer, Zurich, and to my
wife, Sue, for making it possible for me to
contribute to these developments.”

Appointments to the Profession’s new structure
From 1 March, the Profession’s new
structure will take effect. More information
on this change was included in the
September 2007 issue of The Actuary.
In December the Management Board
confirmed the following appointments to the
functional executive committees, which will
report to the board as part of the professional
administration structure:
Member Support Executive Committee:
Chairman: Ronnie Bowie
FFA since 1980, vice-president of the
Faculty. Faculty and Institute Management
Committee member.
Deputy chairman: Seamus Creedon
FIA since 1976. Member of Institute Council
and the Finance, Investment and Risk
Management Board.
Professional Regulation Executive
Committee:
Chairman: Andrew Chamberlain
FIA since 1983. Member of Institute Council
2005-2007. Chairman of the Professional
Affairs Board. Member of the Life Board.
Deputy chairman: Brian Murray
FFA since 1998. Member of the Professional
Affairs Board.
Qualifications Executive Committee:
Chairman: Jane Curtis
FIA since 1987. Member of Institute Council.
Chairman of the Education and CPD Board.
Deputy chairman: David Hindley
FIA since 1988. Member of Institute Council.
Other members on these committees will
be appointed by the Management Board in
due course.
In addition, the following appointments
were made to two other committees that
also report to the Management Board.
International Committee:
Chairman: Michael Pomery
FIA since 1970. Past president of the
Institute. Member of Institute Council,
the Faculty and Institute Management
Committee and the Social Policy Board.
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Deputy chairman: Martin Pike
FIA since 1988. Member of Institute
Council and the Finance and General
Purposes Board.
Public Affairs Advisory Committee:
Chairman: Peter Gatenby
FIA since 1998. Member of Institute Council,
the Faculty and Institute Management
Committee and the Social Policy Board.

Practice Area Executive Committees
In addition, supporting the professional
community area, there will be six Practice
Area Executive Committees linked to our
examination areas. The Management
Board has appointed the chairman and
deputy chairman of each Practice Area
Executive Committee, although as these
bodies have been given greater autonomy,
the appointees are empowered to decide
the membership of the rest of their own
committee. In a future issue we will give
you more information about the work of
each area. You will also be asked to sign
up for one or more practice areas to ensure
you that you receive direct information
about the activities that are relevant to
your careers.
Enterprise Risk Management Practice
Executive Committee:
Chairman: Colin Ledlie
FFA since 1990. Member of Faculty Council
and the Finance, Investment and Risk
Management Board.
Deputy Chairman: Gordon Wood
FFA since 1988. Member of Faculty Council.
Finance and Investment Practice
Executive Committee:
Chairman: Paul Sweeting
FIA since 1998. Member of the Education
and CPD board and the Finance, Investment
and Risk Management Board.
Deputy chairman: David Bowie
FFA since 1994. Member of Faculty
Council 2005-2007. Member of the Board
of Examiners.

General Insurance Practice Executive
Committee:
Chairman: Julian Leigh
FIA since 1986. Member of Institute
Council. Chairman of the General
Insurance Board.
Deputy chairman: Kathryn Morgan
FIA since 1990. Deputy chairman of the
General Insurance Board.
Health and Care Practice Executive
Committee:
Chairman: Sue Elliott
FIA since 2001. Fellow of the Canadian
Institute of Actuaries and the Society of
Actuaries. Member of the Social Policy Board.
Chairman of the Health and Care Committee.
Deputy chairman: Bill Baker
FIA since 1988. Member of the Health and
Care Committee.
Life Practice Executive Committee:
Chairman: Adrian Eastwood
FFA since 1987. Member of Faculty Council.
Chairman of the Life Board.
Deputy chairman: David Hare
FFA since 1988. Honorary secretary of the
Faculty. Chairman of the Faculty’s Research
Committee. Member of the Life Board.
Pensions Practice Executive Committee:
Chairman: Charles Cowling
FIA since 1991. Honorary secretary of
the Institute. Member of the Finance and
General Purposes Board.
Deputy chairman: Huw Evans
FFA since 1993. Member of Faculty Council
and the Pensions Board.
The Profession has also been reviewing
its staff structures and operations to
ensure that resources are available to
support and deliver the new governance
structures. These changes will also be
in place by March and we will update
you with details of key contacts in due
course. If you have any queries in the
meantime, please contact Caroline
Instance, chief executive, at
caroline.instance@actuaries.org.uk.
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Enterprising students rise to the maths challenge

The captain of one ship finds that it takes the
other ship exactly 4 seconds to pass him. How
long is each spaceship?
3. In 1954, a total of 6,527mm of rain fell at
Sprinkling Tarn, setting a UK record for annual
rainfall. The tarn has a surface area of 23,450m2.
Roughly how many million litres of water fell on
Sprinkling Tarn in 1954?
4. Show how to fold a
3 x 3 map in the order
9,1,4,7,8,5,2,3,6. You
may need to tuck!

Students from Furze Platt Senior School, Maidenhead, with their certificates
In November 2007 the Profession sponsored the
Senior Maths Challenge, run by the UK Maths
Trust, and the Enterprising Mathematics in
Scotland event. Both events aim to stimulate
an interest in maths among young people and
encourage mathematical thinking outside the
confines of the classroom and curriculum.
Students from 54 schools across the Scottish
mainland travelled to Glasgow to take part in
Enterprising Mathematics in Scotland, which
culminates in a maths relay. Mary Teresa Fyfe,
who has run the event for over 20 years, said:
“The event helps pupils see the value of maths
beyond the curriculum. Maths can be used in
all aspects of everyday life, from bridge building
to banking. The aim of the day is for pupils and
their teachers to leave with a renewed interest
in maths and the opportunities that studying it
can offer.”
A record number of 16-19 year olds sat the
Senior Maths Challenge paper. 87,390 pupils
completed the 25-question, multiple-choice
paper in 90 minutes. The number of participants
rose 8% from 2006, reflecting the increase in the

number of pupils studying maths after the age
of 16. Students deemed to have done well
enough have the opportunity to represent
the UK in the International Mathematical
Olympiad, which is to be held in Spain.
Nick Dumbreck, president of the Institute
of Actuaries, said: “We’re delighted to support
these events and promote interest in the
possibilities that studying mathematics can offer.
Congratulations to everyone who took part.”
If you are reading this then you are unlikely
to have been able to enter either event on the
grounds of age but why not try a couple of
sample questions?
1. Cheryl finds a bag of coins. There are 50 coins
inside and the value of the contents is £1.81.
Given that it contains only two-pence and fivepence coins, how many more five-pence coins
are there inside the bag than two-pence coins?

1

2

3

4

5

6

7

8

9

5. The year 1789 (when the French Revolution
started) has three, and no more than three,
adjacent digits (7, 8 and 9) that are consecutive
integers in increasing order. How many years
between 1000 and 9999 have this property?
6. For this task you have the following four
dominoes available.

l

l

l

l

l

l
l

l
l

l

l

l

l

l

l

l

l

l

l

l

l

l
l

Using these dominoes, fill in the grid below to
make a correct calculation.

x

2. Two spaceships of equal length pass each
other in opposite directions. Each spaceship is
travelling at 72 km/h and is of the same length.

High interest shown in
actuarial careers

Students at careers fairs in England and Scotland
have responded positively to information about
pursuing a career as an actuary.
Staff from the Profession, supported by
actuary volunteers, attended careers fairs at
nine universities (Bath, Birmingham, Bristol,
Durham, Edinburgh, Leeds, Manchester,
Nottingham, Warwick) during October 2007 to
promote actuarial careers and demonstrate the
versatility of non-mathematical degrees.
In a complete turnaround from previous
years, demand for information from students
exceeded expectation and at some fairs students
were queuing to ask questions. To improve the
visibility of the Profession at fairs and to provide
information to students specifically, the display
materials and brochures were redesigned to
reflect the opportunities offered by choosing
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a career as an actuary. Between
500 and 850 brochures were
given out at each fair, compared
with less than 200 brochures for
similar fairs attended in 2006.
Staff and volunteers plan to
build on this positive response

during 2008.
For more information about
how you can help support this
area of the Profession’s work please
contact Caroline HendersonBrown on 01865 268228 or e-mail
careers@actuaries.org.uk.
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News from Finance, Investment and Risk Management
quants and models. This is the latest in the series
Consequences of the Credit Crisis for Quantitative
Strategies, Risk Management and Portfolio
Construction. Future events will cover risk
management and quantative strategies.
To book your place please contact rachel.smith@
actuaries.org.uk or visit wam.actuaries.org.uk/wam/
confbooking.exe
Hilton Deansgate: Manchester conference venue.

Conference reminder
Have you booked your place for this year’s
Finance, Investment and Risk Management
conference? The Markets: Magnifiers or Mitigators
of Risk? event will take place at the Hilton
Deansgate in Manchester on 15 to 17 June 2008.

Weighty words
Remember to let us know which books you believe
have had the most influence on the thinking
of actuaries working in the area of finance,
investment and risk management. Send your
suggestions to mark.symons@actuaries.org.uk

Staple Inn networking
Book your place for the networking evening
Portfolio Construction — Impact of the Credit Crunch
on 20 February at Staple Inn. With presentations
from an investment banker and a fund manager,
the evening will cover the long-term impact on

Action Group change
Chris Hancorn has taken over the
chairmanship of the Action Group for
Banking. Our thanks to Bruce Porteous who
has stepped down from the role. The podcast
and slides from the networking evening on
promoting the integration of insurance and
banking techniques are at: www.actuaries.org.
uk/link/finance_invest/networking20071024/
index.html. The published case studies can be
found at: www.actuaries.org.uk/Display_Page.
cgi?url=/finance_invest/banking.xml

Podcast link
The podcast and slides from the Risk
Management Special Interest Group
networking evening on traditional and
structured credit and the modelling of
reinsurance credit risk can be found at
www.actuaries.org.uk/Display_Page.cgi?url=/
proceedings/creditrisk20071203/index.html

Social Policy News

ILC-UK and Actuarial
Profession joint seminar
The next joint Profession-ILC talk will
be a debate called Funding Long-term
Care: Finding a Solution Fair Across the
Generations, to be held on 26 February and
starting with registration at 4pm.
David Behan, the new director-general
of social care at the department of health,
has been invited to join the panel along
with other experts. Readers will appreciate
the Profession’s long-term interest in the
funding of long-term care, an issue that
stretches back to the recommendations of
the 1999 Royal Commission on long-term
care, With Respect to Old Age, chaired by Sir
Stewart Sutherland. The event will provide
an opportunity for the audience to review
policy in the public, private and insurance
sectors and to consider the intergenerational
costs involved.
A further topic in the pipeline for April is a
debate on The Giving Age, drawing on the
latest ILC research conducted by the National
Centre for Social Research. The new ﬁndings
will update the joint Profession-ILC debate
of last September, called The Great Wealth
Transfer? Asset Accumulation, Inequality
and the Generations.

Manage the Future
@RISK 5.0 sets a new standard in risk analysis. First released
in 1984, @RISK brings Monte Carlo simulation to Microsoft
Excel, showing different possible outcomes in any situation. Allnew version 5.0 builds on proven analytics with unprecedented
model sharing, new analyses, and total Excel integration. Browse,
navigate, analyze – while never leaving your spreadsheet.
MODEL Define risk in mere clicks with a gallery of thumbnail

@RISK 5.0
0

probability distribution functions. Share distributions with
others, or share your models with non-@RISK users.
SIMULATE Compute thousands of scenarios in seconds.
Illustrate the process to others with graphs and reports that
update in real-time during simulation.
UNDERSTAND New graphs and graph types are totally

www.palisade.com?actuary
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Part of the
DecisionTools Suite

customizable and may be used in Excel, Word, or PowerPoint.
Combine with new analyses for greater insight than ever.

www.the-actuary.org.uk

21/1/08 13:15:29

Profession

Report of a hearing during 2007 before
a disciplinary tribunal panel of the Faculty
of Actuaries
Mr David Kershaw, FFA (‘The respondent’)
The charge was that the respondent had committed misconduct as defined in rule 1.6 of the
Disciplinary Scheme 2004 of the Faculty of Actuaries:
“Misconduct means any breach of the bylaws of the faculty or any conduct of a member, whether
committed in the UK or elsewhere, in the course of carrying out professional duties or otherwise that
constitute a failure by that member to comply with the standards of behaviour, integrity, competence or
professional judgement which other members or the public might reasonably expect of a member, having
regard to any advice, guidance, memorandum or statement on professional conduct, practice or duties
which may be given and published by the Faculty and to all other relevant circumstances.”
The particulars of the charge found proved
The particulars of the charge found proved
against the respondent were that:
a. He failed to deal appropriately with a
potential conflict of interest between the
trustees of a company’s pension scheme (‘the
company’ and ‘the scheme’), when providing
advice following its April 2000 valuation,
thereby breaching the terms set out in
paragraph 5.3 of version 1.0 of the Professional
Conduct Standards (‘PCS’).
b. He breached section 5.3 of version 1.0 of
the PCS by failing to advise the trustees to
consider other options when considering the
changes to the schedule of contributions and
to the normal retirement date (‘NRD’), that
were agreed in 2002.
c. He failed to advise the trustees of the effect
of the changes on the financing and solvency
of the scheme, thereby breaching paragraph 4.3
of guidance note 29 version 3.1 (‘GN29’) and
paragraph 4.1 of GN29 version 4.0.
d. He failed to advise the trustees of the
implications of their actions with regard to
allowing early retirements, thereby breaching
paragraph 4.3 of version 3.1 of GN29 and
paragraph 4.1 of GN29 version 4.0.
e. He failed to state clearly the assumptions
he was making when giving advice concerning
the payment of expenses via a letter dated 3
May 2002, thereby breaching paragraph 4.4 of
version 1.0 of the PCS.
f. He failed to disclose his employer’s financial
interest when giving advice over the repayment
of expenses, thereby breaching section 8.1 of
version 1.0 of the PCS.
g. He failed to deal appropriately with a
conflict of interest between the trustees and
the company when providing advice about the
scheme expenses, thereby breaching paragraph
5.3 of version 1.0 of the PCS.
h. Having regard to the foregoing matters,
individually and cumulatively, he failed
to uphold the integrity of the profession
contrary to paragraph 2.2 of version 1.0 of
the PCS.
These facts were found proved by the panel
after careful consideration of the written and
oral evidence presented to it. In reaching its
determination on the facts, the panel noted that
the burden of proof rests with the faculty and
applied the standard of proof set out in rule 1.4
of the faculty’s disciplinary scheme.
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Determination as to misconduct
The panel considered whether a charge of
misconduct had been established against the
respondent in relation to matters (a) to (h) above.
The panel did not find misconduct
established in relation to (f) but, by reason of
the remaining matters found proved, the panel
determined that the respondent was guilty of
misconduct in relation to the other matters.
The panel’s reasons were as follows in relation
to each matter:
a. In light of its acceptance of the advice of the
legal adviser, the panel considered this charge on
the basis that it related only to events leading up
to the signature of the schedule of contributions
on 30 May 2001. The respondent wrote to the
company on 16 May 2001 and described a
mechanism under which it might be possible to
defer paying the deficit contributions needed to
meet the minimum funding requirement (MFR).
This mechanism involved initially agreeing to pay
deficit contributions annually in arrears but then
agreeing a new schedule just before the first deficit
contribution was due, which itself referred only
to a new series of annual, in-arrears contributions.
The panel considered the evidence regarding
whether on not the respondent had a duty also
to give advice to the trustees on the mechanism
suggested in the letter and, if so, whether such
advice was given. The panel preferred expert
evidence that such advice should have been given
in May 2001 and noted the respondent’s own
evidence that he could not recall providing any
advice to the trustees about the implications of the
mechanism. The panel considered that knowledge
of the mechanism could have influenced the
trustees’ decision over the option between
regular monthly deficit contributions and deficit
contributions payable annually in arrears. The
schedule of contributions signed on 30 May 2001
included the latter.
b. On 11 February 2002, the company
indicated that it would not be able to pay the
£500,000 lump sum deficit contribution to the
pension scheme, due by 5 April 2002, under the
schedule of contributions signed on 30 May 2001.
All witnesses that were asked about the situation
confronting the respondent after that indication
agreed that a potential conflict of interest had
now become an actual one. On 18 March 2002 a
new schedule of contributions was agreed under
which no MFR deficit contributions needed to
be paid until 13 March 2003, although earlier
evidence had referred to a higher contribution

News

being paid by March 2003 than was eventually
included. In his own evidence, the respondent
was unable to identify any advice provided to
the trustees on alternatives to this new schedule
of contributions. At around the same time the
company indicated that it wished to raise the NRD
with the objective of reducing the MFR deficit
contributions; members’ benefit would not in
practice be materially affected by this change as
future accruals would also cease.
Again, the respondent was unable to
identify any advice provided to the trustees on
alternative contribution arrangements. In both
cases, the panel considered that the respondent
should have advised the trustees of the potential
for other contribution arrangements.
c. Expert evidence provided to the panel was
that advice on the effect of the changes on the
financing and solvency of the scheme should have
been given, but there was no evidence before the
panel that the respondent had discussed this with
the trustees.
d. Early retirements required the consent of
the trustees. There was little dispute between
the parties as to the effect that three early
retirements in April and May 2002 would have
on the financing and solvency of the scheme,
but the panel received no evidence of the
respondent advising the trustees of this effect
and he did not direct the panel to any occasion
on which such advice had been given.
e. The respondent wrote a letter to a director of
the company, who had also just been appointed
a trustee, on 3 May 2002 in response to a request
asking whether or not administration expenses
could be met from the scheme rather than
being paid directly by the company. The panel
first considered whether or not the letter of 3
May 2002 fell within the definition of actuarial
advice. Having concluded that it did, the panel
considered whether or not the letter stated clearly
any methodologies adopted and any material
assumptions made by the respondent. The panel
decided that it did not, the omission being any
statement as to the assumption made about the
level and incidence of expenses involved.
f. The respondent was advising on the
payment of expenses by the trustees rather than
by the company. The respondent’s employer’s fees
were included in such expenses, so his employer
had a financial interest in the outcome. The panel
rejected expert evidence on the respondent’s
behalf that paragraph 8.1 of version 1.0 of the PCS
referred primarily to commission paid by a third
party, of which the client might not otherwise
be aware. It took the view that matters such as
the payment of professional fees could not be
seen as outside the concept of ‘financial interest’
as defined in paragraph 8.1 of this version of the
PCS. As indicated above, this matter was found
proved but not to amount to misconduct. For an
actuary to fail to point out that his employer’s, and
therefore his own, financial interests are involved
in the question of which body will pay fees
appeared to the panel to be a course that would
be likely to be adopted by many in the profession.
The financial interest is self-evident to almost any
client and would have been so in this case.
g. The panel was of the view that, once the
company had intimated that it would not be
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» paying the scheduled £500,000 contribution

due by 5 April 2002, there was an actual conflict
between the parties in relation to contribution
issues. A proposal that the trustees should agree
that the expenses of administration of the scheme
would be met from the fund in exchange for
potentially deferred additional contributions was
such a contribution issue. The respondent had
identified in his letter to the company of 3 May
2002 that there would be prejudice to benefits in
spreading the costs. There was no evidence that
the respondent had provided advice to the trustees
on this matter at all.
h. It was alleged that the respondent had failed
to uphold the integrity of the profession but
there was no reference to any failure to uphold
the reputation of the profession. Accordingly, the
panel applied itself to the question of integrity
rather than reputation. The panel was of the view
that the grounds which it had found established
constituted conduct that damaged the actuarial
profession. The panel did not consider it necessary
for there to be a finding of dishonesty before it
could be said that the damage inflicted on the
profession was to its integrity. Actuaries owe a
duty to each other to maintain high standards
in representing the interests of clients; the
panel considered that the respondent had let
the profession down in this regard. The panel
considered that, having regard to its findings in
relation to matters a, b, c, d, e, g and h, the charge
of misconduct against the respondent had been
established individually in each matter and across
all matters collectively.

Sanction
The panel determined under rule 6.23 of the
disciplinary scheme to impose the following
sanctions:
n A reprimand, and
n A fine, payable to the faculty, of £12,500.
The panel’s reasons were as follows:
a. The panel found proved a series of breaches,
some serious, of the PCS and of GN29, with
which all scheme actuaries are expected to
comply in their daily practice, and this called for
a sanction to be imposed.
b. This was a case where, in 2001, the respondent
had a potential conflict of interest as the adviser
both to the trustees and to the company, which
from February 2002 became an actual conflict.
c. In the panel’s judgement, the gravamen of
the charge lay in the respondent’s failure to deal
appropriately with either the potential or actual
conflict, so depriving the full body of trustees of
the information that it needed in order to make

an informed choice as to the courses of action
to take. The panel accepted that no information
had been presented to it to demonstrate that, had
the respondent given advice to the trustees, it
would have reached different decisions. However,
in the opinion of the panel, the respondent’s
professional responsibility as scheme actuary was
to ensure that the appropriate advice was given.
d. In determining the sanctions, however, the
panel also took into account the submission on
mitigation made on the respondent’s behalf
and the letters submitted in his support. The
panel attached particular weight to the fact of the
respondent’s hitherto unblemished career, the
effect on the respondent’s reputation that the
finding of misconduct has already had and may
continue to have, as well as the context within
which his actions occurred, which included:
n The fact that this was the first MFR valuation
for the scheme
n The fall in equity markets following the
valuation date
n The announcement of the intended
abolition of MFR
n The company’s financial difficulties, and
n The lack of explicit guidance or information
to actuaries on the management of conflicts
of interest.
e. The panel considered whether it would
be appropriate to direct that the respondent
should undergo a period of education, retraining
or supervised practice. It noted that he had
voluntarily arranged for his reports to be peerreviewed in the period prior to the hearing and
had taken steps in 2006 to update his knowledge
and understanding of conflicts of interest. Given
these circumstances, the panel did not consider
that educational intervention was warranted.
f. The purpose of the disciplinary process
is to protect the public and to maintain
the reputation of the profession. The panel
therefore balanced the proven failures against
the mitigating factors in this case and concluded
that a reprimand and a financial penalty would
be appropriate for this purpose.
Determination on costs (rule 6.25 of the
disciplinary scheme)
A statement of the faculty’s costs of £120,260.51
was submitted to the panel.
The panel received legal advice as follows:
i. Firstly, the legal adviser stated the panel
could not reach its decision on costs on the
understanding that a party other than the
respondent would meet any award. There was
insufficient evidence to indicate this was the case.
ii. Secondly, the legal adviser gave advice as to

Report of a hearing on 28 November 2007 before a
disciplinary tribunal panel of the Institute of Actuaries
MR RADU EMIL PREJBAN (‘The respondent’), an Institute student resident
and practising in Bucharest, Romania.
The charge was that the respondent had
committed misconduct as defined in rule
1.6 of the Disciplinary Scheme 2004 of the
Institute of Actuaries:
“Misconduct means any breach of the bylaws
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of the Institute or any conduct by a member,
whether committed in the UK or elsewhere, in
the course of carrying out professional duties or
otherwise, constituting failure by that member to
comply with the standards of behaviour, integrity,

the interpretation of the disciplinary board’s
guidelines as to costs. If the terms of guideline
five were to be read as restricting the power of
the panel to make an award of costs against a
respondent that has had a disciplinary sanction
imposed on him to a situation where a respondent
could be said to have increased the costs of
the proceedings, then that guideline could be
disregarded provided the panel gave reasons for
doing so. This was because the power to award
costs depended on the terms of the scheme,
rather than the terms of the guidelines. The
panel accepted that advice and agreed that it
should adhere to the terms of the scheme, which
conferred an unfettered power regarding costs.
The panel determined to make a costs award
to the faculty of £45,000.
Its reasons were as follows:
i. The panel did not accept the submission on
behalf of the respondent that there should be no
costs award against him.
ii. Nor did it accept the submission on behalf
of the investigating actuary that any reduction
in the award, from the total sum claimed of
£120,260.51, should be moderate.
iii. Eight of the 16 grounds of the charge were
either not proceeded with or not found proved,
and one further ground, though proved, was
discounted by the panel in its approach to the
charge as a whole.
iv. The amounts in the statement of costs itself
had not been subject to any independent scrutiny
prior to the statement’s presentation to the panel.
v. Additional cost may have been incurred
by the delay in calling, in October 2007,
oral evidence from the respondent’s expert
witness, following a procedural hearing (held
in April 2007 at the request of the respondent’s
representatives) at which dates for the
substantive hearing had been agreed.
vi. Given the panel’s findings in this case, it
required that an award should be made. The
total of £120,260.51 could not be awarded
because of the lack of independent scrutiny
of the amount and because there had been
divided success. However, given the length
and complexity of the proceedings, the panel
was satisfied that a costs award of £45,000
represented an appropriate share of the sum that
was necessarily and properly incurred.

Martin Slack,
Chairman of the panel
13 December 2007
The respondent did not exercise his right of appeal
against this determination.

competence or professional judgement which
other members or the public might reasonably
expect of a member, having regard to any advice,
guidance, memorandum or statement on
professional conduct, practice or duties which
may be given and published by the Institute and to
all other relevant circumstances.”
The respondent was not present or
represented at the hearing. The Institute’s
investigating actuary was present and was
represented by solicitor Ben Kemp, of Shepherd
and Wedderburn. Dominic Spenser Underhill
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was the legal adviser to the hearing.
The hearing
The panel decided to proceed in the
respondent’s absence, having satisfied itself
for the purpose of rule 10.7 of the disciplinary
scheme that he had been given reasonable
notice of the hearing. It also decided, in
accordance with rule 6.20 of the scheme, that
this charge should be heard with the charge
brought against Ciprian Pop because of the
almost identical relevant facts of each case,
and because it was not unfair to do so.
The particulars of the charge
In reaching its determination on fact and
misconduct, the panel noted that the
burden of proof rests with the Institute’s
investigating actuary and applied the
standard of proof set out in rule 1.4 of the
Institute’s disciplinary scheme.
The panel found proved, on the
respondent’s own admission, that he:
n Pursuant to paragraph 2.1 of the
examination regulations of the Actuarial
Profession was guilty of misconduct in
connection with an assessment;
n Had breached paragraph 2.1 of the
Professional Conduct Standards (“PCS”)
which, regarding a member’s duty to the
public, provides that members “must maintain
and observe the highest standards of conduct”;

n Had breached paragraph 2.2 of the PCS that,
regarding a member’s duty to the public, provides
that a member “must not act in a manner which
denigrates its reputation or impugns its integrity”.
The misconduct was found where he, when
sitting in September 2006 the professional
examination Core Technical 2, as set by the
Institute of Actuaries, had engaged in examination
cheating by allowing a fellow student, who was
also sitting the examination, to copy from him.
The panel determined by reason of the
matters found proved that the respondent
had been guilty of misconduct, as engaging
in cheating in a professional examination is
deemed to be misconduct within the definition
in rule 1.6 of the disciplinary scheme, further
constituting breaches of paragraph nine of the
examination regulations, and paragraphs 2.1
and 2.2 of the PCS as set out in the charge.
Sanction
The panel determined, under rule 6.23 of the
disciplinary scheme, to impose the following
sanction on the respondent:
n Suspension from membership for a period of
three years.
The panel’s reasons were as follows:
1. It is an essential prerequisite of membership of
the Actuarial Profession that a member behaves
with a degree of integrity that a member of the
public might reasonably expect of him. The
respondent engaged in examination cheating.

This is unacceptable behaviour to members
of the profession that study diligently and
honestly for their examinations and to those
that have passed their examinations. It is also
an affront to the public that places significant
trust in the profession to admit properly
examined candidates, as well as in its individual
members that are assumed to have passed their
examinations in a proper and orderly way.
2. Cheating to obtain admission as a member
of the profession is a serious matter and must be
met with a sanction. The sanction would have
been more severe than it is, were it not for the
mitigating factors mentioned below.
3. In mitigation, while not accepting in any
way that the respondent’s misconduct can be
excused, the tribunal noted that there was no
evidence of premeditation. The tribunal further
noted that the respondent admitted his actions
and had co-operated with the investigation of
this charge. The respondent had also apologised
for what he had done.
Costs award
The tribunal panel was not invited to make a
costs award, and did not do so.

William Abbott, FIA,
Chairman of the panel
28 November 2007
The respondent did not exercise his right of appeal
against this determination.

Visiting Lecturers in
Actuarial Science
(part-time)
The Mathematics unit of the School of Engineering and Computing operates a developing
postgraduate programme in Actuarial Science which mirrors the Core Technical education
strategy of the Actuarial Profession.
As part of the programme team’s goal of providing students with the highest quality of learning
experience, we are now seeking to further enhance linkage with the profession through the
appointment of a number of actuaries to act as part-time Visiting Lecturers who will contribute
to programme delivery and student support. An appropriate remuneration package is available.
Arrangements also exist to ensure that Visiting Lecturers’ contribution to the programme will
accommodate their other professional commitments.
If this new initiative interests you and you have a desire to help in the development of the
actuaries of the future, then we want to speak to you. Further particulars about this support
position can be obtained from:

Dr Bill Gardiner
Glasgow Caledonian University,
Cowcaddens Road, Glasgow, G4 0BA
Tel: 0141 331 3603 Email: wga@gcal.ac.uk
Further information about the programme and the School can be found on the website

www.gcal.ac.uk/sec
Galsgow Caledonian hp.indd 1
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News in brief
Bulk buyouts
The Annuity Bulk Buyout Market will be the
subject of the fourth Faculty sessional meeting
on 18 February. Cliff Speed will lead the
panel discussion at The Merchants’ House of
Glasgow, 7 West George Street, Glasgow. The
meeting starts at 4.30pm for 5pm.

BAS standards
The Board for Actuarial Standards (BAS) is
responsible for producing technical actuarial
standards and the Actuarial Profession is
responsible for implementing them. Each
body is responsible for the content of its
own website. BAS has advised that some
minor amendments relating to obsolete
references to other regulatory documents
came into effect on 12 November 2007.
The changes relate to Version 7.0 BAS
amendment 1 of GN20: Actuarial Reporting
under the Lloyd’s Valuation of Liabilities
Rules. To view a copy, please visit www.frc.
org.uk/documents/pagemanager/bas/v7.0
%20(BAS%20Amendment%201).pdf
The Profession does not send hard copies
of new or amended guidance to members.

Directory update
The latest update to the Professional Standards
Directory was issued on 30 November 2007.
It allows members and others to access the
current BAS standards together with the
current version of the Actuarial Profession
Standards. To view a copy, please visit www.
actuaries.org.uk/Display_Page.cgi?url=/
professional_affairs/prof_standards.html

Exam results
In this session, 6472 students in 80 centres sat
7958 exams, with 3770 passes. A total of 42
Faculty members and 270 Institute members
can now go on to qualify as fellows, while 22
Faculty members and 184 Institute members
can now apply to become associates. Those
that have passed the exams to become fellows
will be officially welcomed into the Faculty and
the Institute at forthcoming ceremonies.

Staple Inn library is moving
Staple Inn library will be moving to a new
space at Staple Inn in early March. The library
will close on Friday 29 February and re-open
on Monday 17 March in its new home. If you
need study space during this period, please
call 020 7632 2114 in advance or e-mail
david.raymont@actuaries.org.uk to make
alternative arrangements. The new library
space offers more space and an improved
environment for study.

Staple Inn security
A visitors’ register and name badge system
will be introduced from 3 March for staff and
visitors to Staple Inn. Exceptions will be made
for Sessional meetings and other meetings
where badges are issued as standard. CCTV
will be installed in the main building over the
weekend of 2 to 3 February.
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Report of a hearing on 28 November 2007
before a disciplinary tribunal panel of the
Institute of Actuaries
The respondent has exercised his right of appeal against the determination:
meanwhile it remains in effect.
MR CIPRIAN POP (‘The respondent’), an Institute student resident and
practising in Bucharest, Romania.
The charge was that the respondent had
committed misconduct as defined in rule 1.6 of
the Disciplinary Scheme 2004 of the Institute of
Actuaries:
“Misconduct means any breach of the bylaws
of the Institute or any conduct by a member,
whether committed in the UK or elsewhere,
in the course of carrying out professional
duties or otherwise, constituting failure by
that member to comply with the standards of
behaviour, integrity, competence or professional
judgement which other members or the public
might reasonably expect of a member, having
regard to any advice, guidance, memorandum
or statement on professional conduct, practice
or duties which may be given and published
by the Institute and to all other relevant
circumstances.”
The respondent was not present or
represented at the hearing. The Institute’s
Investigating Actuary was present and was
represented by solicitor Ben Kemp of Shepherd
and Wedderburn. Mr Dominic Spenser
Underhill was the legal adviser to the hearing.
The hearing
The panel decided to proceed in the
respondent’s absence, having satisfied itself
for the purpose of rule 10.7 of the disciplinary
scheme that he had been given reasonable
notice of the hearing. It also decided, in
accordance with rule 6.20 of the scheme, that
this charge should be heard with the charge
brought against Radu Emil Prejban because of
the almost identical relevant facts of each case,
and because it was not unfair to do so.
The particulars of the charge
In reaching its determination on fact and
misconduct, the panel noted that the burden
of proof rests with the Institute’s investigating
actuary, and applied the standard of proof set
out in rule 1.4 of the Institute’s Disciplinary
Scheme.
The panel found proved, on the respondent’s
own admission, that he:
n Pursuant to paragraph 2.1 of the
examination regulations of the Actuarial
Profession was guilty of misconduct in
connection with an assessment;
n Had breached paragraph 2.1 of the
Professional Conduct Standards (“PCS”) which,
regarding a member’s duty to the public,
provides that members “must maintain and
observe the highest standards of conduct”;
n Had breached paragraph 2.2 of the PCS
that, regarding a member’s duty to the public,
provides that a member “must not act in
a manner that denigrates its reputation or
impugns its integrity”.

The misconduct was found where he, when
sitting in September 2006 the professional
examination Core Technical 2, as set by
the Institute of Actuaries, had engaged in
examination cheating by copying from a
fellow student who was also sitting the same
examination.
By reason of the matters found proved, the
panel determined that the respondent had
been guilty of misconduct because engaging
in cheating in a professional examination is
deemed to be misconduct within the definition
in rule 1.6 of the disciplinary scheme, further
constituting breaches of paragraph 9 of the
examination regulations and paragraphs 2.1 and
2.2 of the PCS as set out in the charge.
Sanction
The panel determined, under rule 6.23 of the
disciplinary scheme, to impose the following
sanction on the respondent:
n Suspension from membership for a period of
three years.
The panel’s reasons were as follows:
1. It is an essential prerequisite of membership
of the Actuarial Profession that a member
behaves with a degree of integrity that a
member of the public might reasonably expect
of him. The respondent engaged in examination
cheating. This is unacceptable behaviour to
members of the profession that study diligently
and honestly for their examinations and to
those that have passed their examinations.
It is also an affront to the public, which puts
significant trust in the profession to admit
properly examined candidates, and to its
individual members that are assumed to have
passed their examinations in a proper and
orderly way.
2. Cheating to obtain admission as a member
of the profession is a serious matter and must be
met with a sanction. The sanction would have
been more severe than it is, were it not for the
mitigating factors mentioned below.
3. In mitigation, while not accepting in any
way that the respondent’s misconduct can be
excused, the tribunal noted that there was no
evidence of premeditation. The tribunal further
noted that the respondent admitted his actions
and had co-operated with the investigation of
this charge. The respondent had also expressed
clear and unconditional contrition.
Costs award
The tribunal panel was not invited to make a
costs award and did not do so.

William Abbott, FIA,
Chairman of the panel
28 November 2007
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Can we afford to care?
l-r: Paul Murray,
Professor Heinz
Wolff and Imelda
Redmond.

30 St Mary Axe: the venue for the conference.

As life expectancy continues to increase, will this result in an extension of active life, or
an explosion in requirements for care? The report, The State of Social Care in England
2005 to 2006, by the Commission for Social Care Inspection (CSCI) has graphically
highlighted that public service can no longer be relied upon to provide care and that
more families will have to ‘provide or pay’ for themselves. More recently, CSCI has
contrasted the cost of care to local authorities with that paid by private individuals.
Most social work and social service departments are under pressure but with
signiﬁcant changes in family relationships, upon which informal care has traditionally
relied, who will care for us in our old age? Who will pay the bills?
A conference entitled ‘Can we afford to care?’ brings together academics, providers
and other interested speakers to debate this crucial issue. The conference is organised by
the International Foundation for Intelligent Living (IFIL) and takes place on 21 February at
30 St Mary Axe in London. IFIL is a registered educational charity whose stated aim is to
provide people with sufﬁcient accurate information for them to make informed decisions.
Conference speakers include:
■ Dr Clive Bowman, medical director, BUPA Care Services
■ Julien Forder, senior research fellow, personal social services research unit, London
School of Economics
■ Paul Murray, managing director, life and health products, Swiss Re
■ Imelda Redmond, chief executive, Carers UK
■ Paul Snell, chief inspector, Commission for Social Care Inspection
■ Professor Heinz Wolff, Brunel Institute of Bio-Engineering and chairman of IFIL
More information is available from Roger Sansom at randssansom@aol.com

SCOR an award in France, Italy and the UK
Every year SCOR rewards the best academic
projects in the field of actuarial science,
nominated under the auspices of its Actuarial
Awards or Prix de l’Actuariat.
These actuarial prizes, designed to enhance
the actuarial intellectual capital of the future,
promote and encourage research in actuarial
science and risk management. This year a total
of around €25 000 (£16 900) was awarded in
Europe. The Actuarial Awards usually take
place in France, the UK, Italy and Germany. An
additional awards ceremony is scheduled to take
place in Switzerland this year.
André Lévy-Lang, associate emeritus
professor at l’Université Paris-Dauphine and
president of the jury, along with Denis Kessler,
chairman and CEO of SCOR SE, awarded the
2007 France prizes on 3 December 2007 in
Paris. Two prizes were awarded, one to Pierre
Thérond of the Institut de Science Financière
et d’Assurances (ISFA) for his thesis Measuring
and managing insurance risks: a critical analysis
of future standards (Mesure et gestion des
risques d’assurance: analyse critique des futurs
référentiels) and one to Géraldine Krauth of
the Conservatoire National des Arts et Métiers
(CNAM) for her dissertation on Reserving and
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correlation between branches (Provisionnement et
corrélation entre branches).
Professor Riccardo Ottavani, of the Università
La Sapienza in Rome, awarded the 2007 Italy
prizes on 22 November 2007 in Milan, in the
presence of Umberto Gavazzi, Europe, Middle
East and Africa director of SCOR Global P&C.
Two prizes were awarded, to Brunella Lando of
the Università del Sannio, Benvenuto, for her
study entitled A stochastic model for the valuation
of loss reserves in the Solvency II framework: The
Mack model (Un modello stocastico per il calcolo
della riserva sinistri nell’ottica Solvency II: Il
modello di Mack) and to Isabella Silvestri of the
Università Cattolica del Sacro Cuore, Milan,
for her work on The valuation of loss reserves in
property and casualty insurance: deterministic and
stochastic actuarial models (La valutazione della
riserva sinistri nelle assicurazioni danni : metodi
attuariali deterministici e stocastici).
Chris Daykin, government actuary until
recently, awarded the 2007 UK prizes in London
on 21 November 2007, in the presence of Denis
Kessler. Two prizes were awarded, to Jonathan
Richardson of Cass Business School, City
University London, for his work entitled The
shape of things to come: the effect of obesity on
mortality rates in the UK, and to George Aristides
of the same business school for his study
Modelling utility under uncertainty: further along
the alternative path.

Knowledge
is power
Order the latest books, publications
and calculators online, 24/7
Discounts available on many titles.
Visit: wam.actuaries.org.uk/wam/
Sales/template.htm
PUBLICATIONS UNIT, INSTITUTE OF ACTUARIES,
NAPIER HOUSE, 4 WORCESTER STREET,
OXFORD OX1 2AW
Telephone: +44 (0)1865 268242
Fax: +44 (0)1865 268253
Email: publications@actuaries.org.uk
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Competitive insurance
The Centre for Risk and Insurance Studies
(CRIS) at Nottingham University Business
School is developing a programme of work on
competitiveness in insurance markets.
Competition in UK motor insurance markets
has been examined by Stephen Diacon, who
presented the results at the CRIS London
seminar in November, with evidence that the
competitiveness of the market has been tending
to fall over the past 20 years.
Separately, a report for the Swiss State
Secretariat for Economic Affairs examined
the efficiency of European insurance markets.
Stephen Deacon of CRIS
Paul Fenn, who led this work, concluded
that the Swiss authorities should try to lower barriers to international
competition, which may be adversely affecting the efficiency of the Swiss
insurance industry.
Other insurance-related work from the Centre includes a report by Chris
O’Brien for the Society of Actuaries on UK with-profits insurers’ Realistic
Balance Sheets, while Kevin Dowd continues to be closely involved in
modelling mortality (with Andrew Cairns and David Blake).
The Centre’s risk-related activities include staging a conference on
Banking risk after Northern Rock, while Margaret Woods initiated the first
European Risk Conference (held at the University of Münster in Germany, in
September) and is co-author of a recently published book, International
Risk Management.
Further information
about the Centre is available
from christopher.obrien@
nottingham.ac.uk, while the
Centre’s newsletter, Crisline,
can be downloaded from www.nottingham.ac.uk/business/cris/NewsLetter.html

The insurance game

Photodisc

A computer programme showing pupils across Scotland how to
get a grip on the insurance markets is being introduced to
secondary schools. The new game, called POL: isi (Profit or loss:
insurance students initiative) allows pupils to run their own
virtual insurance companies.
It has been developed by the Insurance and Actuarial Society
of Glasgow (IASG) as an imaginative way of promoting career
opportunities in the insurance sector.
Working in teams, students run their own insurance companies
over a three-year cycle. With the aid of a mentor from the IASG,
the pupils have to make decisions on what products to sell, what
premiums to charge and how to market their own company. They also
need to deal with virtual crises and situations that the game presents.
The programme has just been launched, with the help of firms
including Aegon, in Glasgow’s 29 secondary schools following a
pilot study at the John Paul Academy in Summerston. Teams from
each school will take part in a competition with the most profitable
team winning the opportunity to compete in a grand final against
a team of insurance industry experts. If POL: isi proves successful it
will be rolled out across Scotland.
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The programme is being introduced to
secondary schools in Scotland.

The new way to train
your Actuarial Employees
When it comes to your employees’ actuarial
education, ever thought about doing things a
little differently? Leicester’s 2-year distance
learning PGDip in Actuarial Science is the
new alternative in actuarial education.
And for good reason.
Drawing upon our extensive teaching and
research expertise, as well as vast experience
in delivering distance learning education,
we provide a more comprehensive approach
to learning than any other provider. Our
Postgraduate Diploma in Actuarial Science
has been designed with and is fully accredited
by the Faculty and the Institute of Actuaries.
Furthermore, your trainees will be fully
supported every step of the way, with
additional tuition and seminars.
In fact, early engagement with us will give you
an opportunity to shape the training to your
requirements and guarantee the best possible
education for your early-career colleagues.
So take the road less travelled with the
UK’s only accredited university qualification
available by supported distance learning.
The difference is the University of Leicester.

To find out more:
Telephone: 0116 223 1793
Email: actsciadmin@le.ac.uk
Web: www.le.ac.uk/mathematics/actuarial
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Fifth Quadrant is the leading asset
consulting firm in South Africa.

Watson Wyatt expands in Africa
Watson Wyatt, the leading global
consulting firm, announced last month
that it will form a strategic alliance with
Fifth Quadrant, the independent South
African actuarial and employee benefits
consultancy. Both firms have signed a
letter of intent whereby Watson Wyatt
would acquire an initial 20% stake in the
operations of Fifth Quadrant.
With offices in Johannesburg and Cape
Town, Fifth Quadrant employs 72 staff,
including 15 actuaries. The firm has
revenues of R78m (£5.7m) and is the
leading asset consulting firm in South
Africa, advising 36 of the largest 100 funds
by asset size. “We are pleased to enter

the South Africa market,” said John Haley,
president and CEO of Watson Wyatt. “Fifth
Quadrant is an excellent strategic fit and
shares Watson Wyatt’s focus on highquality client service.”
The strategic alliance with Fifth Quadrant
follows on from Watson Wyatt’s recent
announcement that it is opening an office in
Dubai, its first on-the-ground presence in the
Middle East. Earlier last year, Watson Wyatt
acquired Heissmann, Germany’s premier firm
of actuarial, benefits and human resources
consultants, Watson Wyatt Brans and
Company, its long-time alliance partner in
the Netherlands, and Oakbridge Consulting
Group, an HR consulting firm in Sweden.

More transfers of pension
schemes to insurers

E&Y launches life actuarial
practice in Bristol
Ernst & Young LLP (E&Y) has established a new
life actuarial team in Bristol. The team is to be
led by Simon Perry and will focus on providing a
full range of actuarial services to E&Y’s clients in
Bristol and south-west England. The team will be
fully integrated with the rest of E&Y’s life actuarial
practice across London, Edinburgh and Dublin.
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As The Actuary went to press, it appeared that
the government had at last steeled itself to
increase the compensation level under the
Financial Assistance Scheme (FAS) to 90% of
lost benefits. The move, immediately welcomed
by Trades Union Congress secretary Brendan
Barber, effectively puts members of pension
schemes that encountered difficulties prior to
the establishment of the Pensions Protection
Fund (PPF) in the same position as those who
are depending on the PPF for their benefits.
This improvement in compensation levels
seems likely to bring to a happy end a fouryear battle on the part of more than 100 000
pensioners for better compensation for loss of
pension benefits. The battle had been marked
by graphic protests at party conferences and
other meetings. The protesters’ case had been
bolstered by a report from the Parliamentary
Ombudsman that appeared to lend moral
support to their case.
A review led by Andrew Young of the
government actuary’s department was
instrumental in making this happy ending
possible. The review concluded that the assets
of the failed schemes would be better applied
by government directly to meet pension
benefits, rather than purchasing annuities. An
implication is that the government is taking
on an element of longevity risk, although this
is arguably minuscule relative to the quantum
of such risk to which government is already
exposed in state and public sector pensions.

Mercer sued for
almost £1bn

Matt Williams

Paternoster, the regulated life insurer specialising
in assumption of pension scheme liabilities,
appeared to be outperforming its rivals as it
assumed liabilities from oil company Eni LASMO
and from Dubai Ports World (owner of shipping
firm P&O). The LASMO transfer was stated to have
involved the largest online auction of benefits,
which was organised by Mercer and involved the
transfer of £150m to Paternoster.
The transfer in the case of P&O was reported
as being much larger (approximately £800m)
and represented the value of bond assets
matching liabilities in respect of pensioner
members. P&O will continue to manage the
funds in respect of currently active members.

Report enables
extension of FAS
rescue scheme

The state of Alaska filed a $1.8bn (£900m) lawsuit
against Mercer (US) Inc, claiming the company’s
mistakes as actuary of its pension funds
contributed to an $8.4bn shortfall. Mercer was the
actuary for Alaska’s Public Employees’ Retirement
System and Teachers’ Retirement System pension
from the 1970s until it was replaced in 2005.
The lawsuit claims that Mercer miscalculated
the pension plans’ expected liabilities, particularly
in assessing the plans’ future healthcare costs,
and that the company made basic errors in
computing and entering statistical information in
Teacher pensions short of the mark.
computer models. These errors, the suit claims,
contributed to the current shortfall in the plans.
“Just like any other professional, Mercer was required to use due care, skill and diligence
in advising the state how to keep its retirement plans financially sound,” Alaska attorney
general Talis Colberg said in a statement announcing the suit, which was filed in the
Alaska Superior Court in Juneau. “When it came to calculating expected healthcare costs
for the plans, and in other areas, Mercer failed to meet those standards and caused a
significant part of the current unfunded liability of the plans.”
In the suit, the state said it did not realise that it had a problem until a routine
audit by an outside firm raised concerns about errors, and particularly that Mercer was
significantly underestimating future healthcare costs.
In a statement issued after the suit was filed, Mercer said the company “stands
behind the quality of its actuarial work for the State of Alaska and will defend its
interests vigorously”.
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Innovative solution for ING
SecondFloor and Algorithmics have announced
that the risk management solution ECAPS, built
for ING Corporate Insurance Risk Management
(CIRM), has won the Banking and Finance ICT
Innovation Award.
ECAPS is a common platform for risk
management, implemented across the
30-plus countries on five continents in which
the global insurance organisation of ING
operates. The solution was built using Algo
Risk, Algorithmics’ portfolio construction and
risk management solution and a SecondFloor

intranet application that collects and
processes data and produces risk management
reports. This joint effort was designed and
built within short timelines (nine months)
and resulted in an improved market risk and
economic capital calculation engine with
more advanced techniques and an enhanced
reporting system.
In particular, ECAPS has pioneered the
approach of applying ‘mass-produced’
replicating portfolios to risk management
in insurance. ECAPS provides the ability to

simultaneously update more than 40 ING
business units worldwide and the system and
processes are auditable and SOX-compliant.
This environment of increased automation
and control has allowed ING to publicly
disclose economic capital results for the first
time, reduce risk reporting time by 60%, and
allow instant access to global market risk data.
It also establishes a firm basis for upcoming
Solvency II requirements and a potential
platform to meet IFRS Phase II accounting
requirements for insurers.

The end of risk management?
The Actuary team liked the piece by Steven Pearlstein in the
Washington Post that concluded as follows: “Risk management is
an art, not a science. And its latest failure is turning out to be an
expensive learning experience, not only for Wall Street but for the
rest of us as well. Certainly it is a failure on the part of executives
whose jobs, reputations and fortunes are on the line.
“But it is also a failure on the part of bank regulators who have
placed excessive faith in risk-management systems, not only to
ensure that no individual bank will fail but also to protect against
a broader meltdown in the banking system. For years now, I’ve
listened as top regulators have explained to me that it is no longer
their role to question banks about certain practices or products
or individual loans — that all that matters is whether the bank
TAN_Actuary_r1v2:Layout 1
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has an adequate risk-management system in place. Now that a
minor problem with sub-prime mortgages has led to a full-blown
housing crisis and credit crunch that threaten to drag the entire
economy into a recession, the shortcomings of that regulatory
approach should be obvious.”
What are the implications of the current serious troubles
of some household-name financial conglomerates? Why
have some institutions performed much worse than others?
How many more sub-prime losses lie below the waterline
and where? Is the Basel II accord fatally flawed? And what are
the implications for insurer supervision in the UK, the European
Union, and globally? Answers from readers of The Actuary are
most welcome.
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Fast-track your actuarial career
"The MSc lets me meet like-minded individuals from
leading companies. The atmosphere in the lectures is
great - both academic and relaxed, thanks to the
exceptional teaching staff. Doing the MSc has renewed my
passion for becoming a qualified actuary."
Kai Hoffmann, MSc Actuarial Finance student 2007
and Mercer employee
If you’re looking for a broader pathway to professional
qualification, our MSc programme is for you. Part-time study
with us provides exemptions from most of the Institute and
Faculty of Actuaries’ exams*, together with world-renowned
teaching and regular expert speakers from the financial industry.
The MSc Actuarial Finance - a more motivating learning
experience.

For more details please call us on 020 7594 9553 or visit www.imperial.ac.uk/tanaka/actuary to book an information session
*Please visit our website for further information about Institute and Faculty of Actuaries’ exemptions

MSc Actuarial Finance

www.the-actuary.org.uk
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From the world of general insurance
Asbestos

Terrorism
An attempt was made during November to
reconcile the differences of approach between
the US House of Representatives and the Senate
regarding the Terrorism Risk Insurance Revision
and Extension Act, as well as introduce a fallback
four-month extension of the existing Act in case
of any failure to resolve these differences by 31
December. In addition, plans were put forward to
reduce the potential cost of the measure on the US
Treasury by increasing the level and frequency of
surcharges to be paid by private policyholders. The
House passed a revised act just before Christmas,
now called the Terrorism Risk Insurance Program
Reauthorization and Extension Act, which
provides the seven-year extension already agreed
by the Senate but incorporates the increased
surcharges. This was signed into law by President
Bush on Boxing Day, and met in general with
approval from the insurance industry.
Similarly, the German government has
agreed to a two-year extension of its €8bn
backstop of Extremus AG, Germany’s terrorism
insurance pool.

Regulatory developments
The Financial Services Authority (FSA) in the UK
has issued a consultation document on the selling
of connected travel insurance (CTI), which is
sold alongside holidays and other related travel
arrangements. This business, although currently
excluded, will fall within the regulatory scope of
the FSA from the beginning of 2009. The proposals
include a requirement that a travel firm wishing to
continue to offer CTI would have four options: to
obtain authorisation, to become a representative
of an authorised firm, to become an introducer for
an authorised firm, or to become an unregulated
introducer that could only provide information
to customers. The consultation period closes on
18 March.
Regulations to amend the Sex Discrimination
Act (1975) were laid before the UK parliament in
late November but then withdrawn following
a rethink as to whether implementing the EU
directive across the whole of the UK should
be carried out as a single amendment. This
resulted in the UK missing the December 2007
deadline for implementing the European edict.
It is expected that the revised legislation will be
agreed early in 2008. In November the Treasury
issued guidance on how insurers should meet
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Collisions with deer in US
Ali Taylor

The English Technology and Construction Court
has found in favour of Briggs & Forrester (B&F),
in relation to its role as the main contractor in
carrying out minor electrical works in 2003 at
Southfield School for Girls in Kettering, Northants.
B&F employed a specialist asbestos sub-contractor,
B&W, to remove ceiling tiles in preparation for
its work. Unfortunately, B&W’s work resulted in
widespread asbestos contamination of the school,
as a result of which B&F was sued for damages and
settled the case for £3.1m. The new verdict allows
B&F to obtain recovery from B&W for the contract
to remove the tiles, which was worth £725. The
judge refused B&W the right to appeal.

suffered a loss of $1.1bn on two recent credit
market transactions. The head of the credit
solutions unit responsible for the loss was
suspended. It is understood that the transactions
were structured as credit default swap protection
on a mortgage-backed security portfolio, hence
the connection to the US sub-prime mortgage
situation. A M Best placed the company’s A+ rating
under review. This is the first major loss of this
nature announced by the insurance industry.

UK work-related ill health

A report issued in November estimates
there are 1.5m collisions between motor
vehicles and deer in the USA every year,
at an estimated cost to the insurance
industry of $1.1bn.
their obligations under the proposed legislation.
The guidance stipulates that data used to
support the use of gender as a rating factor must
be compiled, published and updated in line with
HM Treasury guidelines. These include a high
level of aggregation not requiring the disclosure
of commercially sensitive information, the use
of ratios of male-to-female information rather
than absolute amounts, and provision for a
certain amount of group publication where
information for individual insurers may be
lacking in statistical credibility. In addition, the
guidance stipulates that the directive does not
apply to group policies or to long-term contracts
with reviewable premiums where incepted
before 21 December 2007.
The EU Reinsurance Directive came into force
on 10 December. This simplifies the transfer
of reinsurance business across the EU and lays
down minimum regulatory standards that
include solvency requirements. This will be
more onerous for reinsurers in most member
states other than the UK, which has had similar
requirements for some time.
At the beginning of December the UK
government launched a consultation on possible
changes to the Financial Services Compensation
Scheme, under which insurers would be required
to make payments into the scheme in advance of
insolvencies rather than after the event, as is the
case at present. The proposals also include the
possibility of cross-subsidies between different
sectors of the financial services industry, such as
banking and insurance.

Lloyd’s
It was announced in mid-December that Tokio
Marine & Nichido Fire Insurance Co. had
reached agreement with Kiln for the former
to acquire the latter. It is understood that the
purchase price is £1.50 per Kiln share, valuing
the Lloyd’s agency group at over £440m, well
over the market price prior to the acquisition.

US sub-prime mortgage crisis
Swiss Re announced in November that it had

The UK Health and Safety Commission
announced in November there had been a 10%
increase in work-related ill health in 2006-7
when compared with the previous year. This is a
reversal of the downward trend in the previous
five years and appears to have been partly caused
by a marked increase in back injuries and stressrelated illness.

Willis Faber Underwriting
Management schemes of arrangement
One of the biggest and most complex schemes
of arrangement ever put forward has been
sanctioned by the English High Court. This
concerns the Willis Faber Underwriting
Management pools, involving the insolvent
Sovereign Marine and General Insurance
Company and 14 other solvent companies from
various countries that wrote a highly complex
portfolio of multinational insurance and
reinsurance business until the pools went into
run-off in 1991.

Union Indemnity Insurance Company
The liquidator of this US insurance company,
which collapsed spectacularly in July 1985 with
a shortfall initially estimated at $138.5m, has
taken 22 years to produce an initial report on
the status of the company. The report shows an
estimated deficiency of over $400m, including
administration costs of nearly $70m. The report
also requested the court to set 15 November
2007 as the final date for submitting new claims
and to authorise a first dividend to creditors.
However, even at this stage, no quantification of
such a distribution has been put forward.

For more news
For more on the following items
visit the website
www.the-actuary.org.uk
n Climate change news
n Cyclone Sidr, Bay of Bengal,
15-16 November
n Explosion at coal mine in
Donetsk, Ukraine, 18 November
n Typhoons Mitag and Hagibis,
Philippines, 21-27 November
n Earthquake in Martinique,
Dominica and Saint Lucia, 29
November
n Airliner crash in Turkey, 30
November
n Cyclone Daman, Fiji, 7 December
n Ice storms in USA and Canada,
8-18 December.
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India affected by global
actuarial shortage

African task force created
Actuaries in Africa are coming together to take a
leading role in the continent’s capacity building
and to accelerate access to financial services for
more Africans.
A seven-strong task force has been constituted
to promote the actuarial profession and contribute
to the development of the continent’s economies,
thereby creating a sustainable, well-regulated
financial services industry.
The task force, which held its first meeting in
Cape Town in November, was formed in Nairobi
at June 2007’s Third International Professional
Meeting of Leaders of the Actuarial Profession in
English-speaking Africa.
The group’s stated aims are based around the
set-up and support of National Associations,
marketing of the profession, education of

SIAS event

SIAS Annual Dinner, 23 November 2007
The SIAS Dinner at London’s Bloomsbury
Club got off to a great start being completely
sold out nearly four weeks in advance and
with a record 600 guests in attendance.
The theme of a ‘Lavish Masquerade Ball’
was also very much in evidence. A startling
array of masks was on show, from Venetian
and Victorian to various animals and some
remarkable hand-made designs.
For those without a disguise, SIAS kindly
sponsored some 95p masks and a face painter
attacked those who dared to reveal themselves.
One keen actuarial student even had a silver
annuity sign painted on his forehead!
The other big attraction was a free bar

African actuaries and the establishment of high
standards of conduct. The key milestone for
its work is the 29th International Congress of
Actuaries (ICA), which takes place in March
2010 in Cape Town.
The task force’s chairman, Sundeep K
Raichura (Kenya), is the current chairman
of The Actuarial Society of Kenya, and
treasurer Adrian Baskir (South Africa), is the
former president of the Actuarial Society of
South Africa (ASSA). Other members include
secretary Olawale Opayinka (Nigeria and UK),
Faith Mpatwa (Tanzania), Dr Patrick Weke
(Kenya), Douglas Hoto (Zimbabwe) and Ernest
Amartey-Vondee (Ghana).
For more on this story, visit www.the-actuary.org.uk

and the combination of masked anonymity
and free-flowing alcohol was sure to spell a
messy night.
Some of the rumours now circulating
include a text request the following morning
regarding the whereabouts of a lost bra; a
slumbering actuary who trudged home to
Earls Court after being woken at 3am by
security; a letter from the organisers assessing
breakages and remarking on the guests’ “great
capacity for alcohol”, and someone getting
arrested. You can find out the truth and catch
up on more gossip on the SIAS Facebook group
— a prize will be awarded for the best picture
and story that gets posted.
The night was a perfect end to my year as
social convenor. I will now pass you over to the
capable and younger hands of Clara Hughes

SIAS event

SIAS Pool Tournament, 25 October 2007
In October, more than 70 actuaries gathered in Rileys IQ in southwest London to answer one question — could anyone wipe the
smiles off the defending pool champions from KPMG?
The group stage was tense and the hip-hop background music
made for a compelling
soundtrack, although the
hardest part was ensuring
everyone played to the same
rules. Pool is second only to
Monopoly in this respect!
While this was happening,
my playing partner Pei Nee
was quietly disposing of the

www.the-actuary.org.uk
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Concerned over the shortage of
actuaries in the region, India’s Insurance
Regulatory Development Authority
(IRDA) is reported to have instigated a
two-year course for training actuaries in
collaboration with the Andhra Pradesh
government.
“We have set up an Institute of
Insurance and Risk Management in
Hyderabad that offers a two-year course
in actuarial studies to aspiring graduates,”
announced D V S Sastry, IRDA’s director
general, during a recent seminar on
corporate governance.
IRDA, which approves the proposals
for new products filed by insurance
companies, is also facing a problem in
that the clearance of these products is
taking longer.
Referring to the global shortage of
actuaries, Sastry added: “South-east Asia
is looking to India to outsource actuaries.”
Sastry’s claims are backed up by global
actuarial recruitment firm D W Simpson,
which has seen an increase in demand
from a range of insurance firms across
Hong Kong, Seoul, Tokyo, Sri Lanka,
Singapore, Bangkok, Malaysia and
elsewhere in the region.

as I take up the role of programme convenor.
Tuesday nights may never be the same again.
Lisa Mahtani

opposition. Unfortunately I had to play every second shot and our
record of two wins and one loss wasn’t enough to progress.
We retired to the bar while the remaining competitors were
whittled down in the knockout stages. The high-quality final was
contested between defending champions Ben McDonald and Lee
Jagger of KPMG, and David Hardern and Jon Palin of Munich Re and
Deloitte, with KPMG taking the honours once again.
The Best Team Name prize went to ‘What a Pair of Willies’,
aka Andrew Northey and Tom Hukowski from Aon who had both
dressed as Willie Thorne.
Thanks to all the entrants and the spectators for another
enjoyable tournament, and to Rileys IQ for hosting the event.
The KPMG team is still smiling — let’s change that next year!
Alvin Kissoon
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Figures published last month show that
performance levels are suffering in workplaces
across organisations in the pensions sector,
as overbearing and dogmatic management
practices top the list of management styles.
The Quality of Working Life report, which
questioned 1511 managers, also found a
high rate of sickness and absence levels in
organisations
exhibiting ‘negative’
management styles.
The report,
published by
the Chartered
Management
Institute and
Simplyhealth,
assessed the
impact of differing
managerial styles
on motivation,
health and
productivity. Key
findings include:
■ Tight reins:
the most widely
experienced management styles in the
pensions sector are reactive (36%), bureaucratic
(34%) and authoritarian (31%). Worryingly, all
three have become increasingly common; the
top two have increased by 6% since 2004, with
authoritarian leadership also rising 5%
■ Index-linked: the research shows
empowering managerial styles are most
associated with growing businesses. More
than one in three (37%) of organisations
performing well are cited as having ‘accessible’
management teams, whereas 56% of declining
companies exhibit bureaucracy and 25% create
a ‘secretive’ environment
■ Sicknote culture: only one in 10 respondents
said absence increased in organisations with
‘innovative’ and ‘trusting’ cultures. This was in
contrast to 45% suggesting sickness rates have
gone up where employers were ‘suspicious’.
The full executive summary may be
downloaded at www.managers.org.uk

David Hawgood

Are you a
healthy manager?

Hanger Lane — striking fear into the hearts of the nation’s motorists.

Hung-up at Hanger Lane?
The Actuary team could not help noticing the survey on behalf of Highway Insurance
that identiﬁed, following years as a constant ﬁxture in trafﬁc bulletins, London’s Hanger
Lane gyratory system as the road junction motorists most fear negotiating.
According to this new survey of British drivers, more than a quarter (28%) of those
asked said that Hanger Lane was the junction they felt most apprehensive about having
to face.
Second place with 26% went to Birmingham’s Spaghetti Junction and third-placed at
25% was Marble Arch in London.
The survey of 500 drivers was conducted on Highway’s behalf by leading independent
market researchers GfK NOP and the full top 10 are as follows:
1 Hanger Lane Gyratory System, London (28%)
2 Spaghetti Junction, Birmingham (26%)
3 Marble Arch, London (25%)
4 Elephant and Castle, London (23%)
5 South Mimms, A1/M25 (19%)
6 M4/M5 interchange, Bristol (18%)
7 Magic Roundabout, Swindon (17%)
8 M6 junctions through central Glasgow (14%)
9 Mancunian Way junctions, Manchester (13%)
10 Sheriffhall Roundabout, Edinburgh (11%)
As always, The Actuary would like to know from readers of any ‘black hole’ junction
that they feel should not have been omitted from this top 10.

Public interest defender
‘How often have politicians served up sheer
nonsense for public consumption? And what
damage have they done to each and every
one of us while feathering their nests and
expanding their activities? How far have
successive governments inhibited individual
freedom in the name of democracy? This book
is a highly unusual, humorous and down-toearth exposition of the sheer humbug delivered
continually by the vast majority of British
politicians to the long-suffering public.’
The foregoing is from the blurb for a new
book Crap: A Guide to Politics by well-known
actuary Terry Arthur. Each chapter identifies
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and exposes a different kind
of nonsense, and the whole
book is held together by
a running commentary
in simple everyday
language. Humorously but
devastatingly written, this
book is essential reading
for anyone who has ever
questioned the role of the
bureaucrats and for anyone who is at all
concerned about the political and economic
muddle that is Britain today.
The table of contents is as follows:

Introduction
1 Newspeak crap
2 Contradictory crap
3 Meaningless crap
4 Statistical crap
5 Cheeky crap
6 Illogical crap
7 Misleading crap
8 Ideological crap
9 One rule for them crap
10 Fashionable crap
11 Economic crap
12 Prolific crap
Conclusion

www.the-actuary.org.uk
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Obituaries
Sri Ramaswamy
(1916-2007)

John Young
(1915-2007)

Born in 1916, Sri
Ramaswamy, MA, AIA,
LLB, FASI, IRS, passed
his BA Hons degree
in Mathematics from
Madras University. He
ranked first in Pure and
Applied Mathematics
in the examination and
was awarded the prestigious gold medal as well
as the book prize for scoring the highest marks
in Madras Presidency. He was awarded an MA
degree and qualified as associate of the Institute
of Actuaries in 1945, later becoming a fellow of
the Actuarial Society of India in 1987.
He started his career with the office of the
Controller of Insurance. After serving for five years
he was transferred to the Indian Revenue Service as
income tax officer. His grasp of tricky legal matters
was legendary and he had a successful stint as the
departmental representative before the Income
Tax Appellate Tribunal. He retired from the service
in 1974 as commissioner of income tax, Calcutta.
He was a keen chess player, winning several
tournaments including the Mandi Chess
tournament at Simla. He had a great thirst for
knowledge, never stopping learning until his last
moment. He started studying law just before his
retirement and qualified as an advocate in 1973.
Since 1980, he was mainly practicing as an
actuary, performing actuarial valuations for
enterprises and funds. He moved to Kochi in the
1980s to be with his close family but continued
to be professionally active. In July 2001 he
submitted an award-winning paper entitled
Employee Retirement Benefits in India to the fifth
annual conference of the Asia Pacific Risk and
Insurance Association held at Bangalore.
Sri Ramaswamy was one of the earliest
members of his generation to use computers.
In the 1970s he developed a Cobol program
to process actuarial valuation cases, using the
facilities at the Regional Computer Centre,
Calcutta. From home he serviced clients across
the country, using the computer and internet.
He was simple and unassuming, quick to
forgive others’ faults and able to give charitable
interpretations to their motives. With such an
attitude, it is no wonder he enjoyed an inner
peace until the last. Sri Ramaswamy passed away
peacefully on 15 August 2007 at the age of 91. He
is survived by three sons and four daughters.

John Young was born in
Lasswade, Scotland, and
qualified as a fellow of
the Faculty of Actuaries
in 1938.
John joined the
Scottish Widows Fund
on leaving school in
1932, spending his
working life there until he retired in 1977.
He served the Faculty of Actuaries in many
ways. He was a tutor and then an examiner
between 1953 and 1965 and chairman of the
Board of Examiners between 1961 and 1965. He
served for 19 years in three spells on the Faculty
Council, including one as president from 1971
to 1973. John also wrote an actuarial textbook
with HF Fisher, Actuarial Practice of Life Assurance,
published in 1965 by Cambridge University Press.
Outside the profession his interests were his
family and the church. As well as being an elder,
for 10 years he was the treasurer of Greenbank
Parish Church, Edinburgh. He was a member of
the General Finance Committee of the General
Assembly of the Church of Scotland for many
years, including four as its convenor.
John loved travel. After qualifying he went
walking and cycling in the Black Forest in August
and September 1938, following that trip with
another down the River Danube in 1939 with
his friend, fellow actuary Denys Hall Todd, who
provided a home-made canoe. Not surprisingly,
two young Brits making such a trip looked rather
suspicious and they were held for questioning by
the Gestapo. Fortunately they were not detained,
completing their trip to Budapest.
World War II broke out shortly after their
return and John joined the Army, serving in the
Royal Artillery and attaining the rank of major.
Most of his service was spent in Liverpool. Using
his mathematical expertise he made the city’s
resources more effective in defending the port
against air raids.
When ill health meant that John had to
move into a Colinton Nursing Home a few
years ago, the family home was sold. Among his
possessions was a landscape, Cornfield, Sandy
Dean by William McTaggart, which he presented
to the National Galleries of Scotland.
John married Margaret (Margo) H Watson
in December 1939. Margo died in 1999. John is
survived by the couple’s three daughters.
Eric Robertson

(reproduced with editing from The Actuary India)

Deaths
Bernard Hayden Fison died on 10 October
2007, aged 76. He became a fellow of the
Institute in 1957.
Barry Campbell Griffiths died on 28 November
2007, aged 75. He became a fellow of the
Institute in 1963.
John Young died on 12 December 2007, aged
92. He became a fellow of the Faculty in 1938.
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Terence John O’Donnell died on 31 August
2007, aged 63. He became a fellow of the
Institute in 1975.
Sekharipuram Vekateswarier Ramaswamy
died on 15 August 2007, aged 91. He became an
associate of the Institute in 1945.
Robert Lorne Thomas died on 25 December
2007, aged 62. He became a fellow of the Institute
in 1970.

Appreciation:
Bernard Fison
(1931-2007)
Bernard and I met as
post-war generation
actuarial students. Two
half-days off a week were
spent at the Institute
reading the ATS notes,
as well as attendance at
four discussion classes
prior to the exam discovering the brilliant two or
three that answered all the questions correctly.
One of these was Bernard.
Bernard predated my time with Clifford
Hymans, an unsung hero of the profession. By
the time I joined, Bernard had already left to
join the team that made Phillips and Drew the
force it later became. Bernard’s prowess enabled
him to help develop sophisticated techniques for
maximising returns in the then vitally important
market of gilt-edged securities for pension funds.
He graced Council for six years and endowed a
number of Institute committees with his talents.
His profession meant a great deal to him and
I recall him being totally overwhelmed by his
election to the Actuaries Club.
Another facet of his talents emerged
when he took over sole responsibility for the
entertainments at the annual Students’ Society
supper (‘Cinderfella’, ‘Noilamgyp’ to name
just two). It was during these ‘send-ups’ of the
profession that I got to know Bernard best, and
the performances will not be forgotten. As well
as exhibiting the creative side of Bernard’s nature
they gave striking evidence of his leadership. On
one occasion, the sound effects machine failed
and we were all for calling off the show. Bernard
simply said ‘the show must go on’, and it turned
out to be the funniest of our performances.
Bernard was the first to admit his good
fortune when Phillips and Drew was bought out
at the top of the ‘big bang’ market, enabling him
to pursue more amenable activities. He decided
he wanted to sail, an activity he mastered in two
years, culminating in a round-the-world trip in
his boat, with his son Peter as sole crew.
In later years, Bernard moved to Boot, in
Cumbria, where he became involved with the
local parish as treasurer, and latterly as a church
warden. He also became committed to charity
work for the poor and elderly in Sri Lanka, after
receiving much warm hospitality there during his
voyage. There is no doubt that he is irreplaceable.
Norman Freethy

Births
On 21 October 2007 to Shirley Cunningham
(Darwin Rhodes) and Michael Cunningham, a
girl, Grace Ella Cunningham.
On 13 October 2007 to Christopher Reynolds
(AXA) and his wife Elizabeth Reynolds, a boy,
Owain Jac Reynolds.
Please send details of births, deaths and marriages to
announcements@the-actuary.org.uk
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Thursday 21 February 2008
Salsa and Tapas Night
96 Charing Cross Road,
London,
WC2H 0JG
6.30pm

Thursday 6 March 2008
Poker Tournament
Venue to be confirmed

SIAS social event
Leave the cold outside and enjoy a fiesta Latinstyle. It’ll be sizzling on the dance floor at our Salsa
and Tapas Night – back after popular demand.
Come and dance the night away and finish off in
Spanish style with some delicious tapas light bites.
Bring partners and friends along to join in the fun!
Places are limited so be sure to find your dancing

shoes quick and reserve a place by e-mailing
Nilantheny Christie on nilantheny.christie@aig.
com by 15 February 2008. The cost is just £9 for
members and £12 for non-members. Please make
cheques payable to SIAS and send to: Nilantheny
Christie, Actuarial Dept, AIG Life, Alico House,
22 Addiscombe Road, Croydon, Surrey CR9 5AZ.

SIAS social event
Got the perfect combination of analytics, intelligence
and gut instinct? Then you must be a genius. Come
and win big at our first ever SIAS Poker Tournament!

For those with nerves of steel the poker event
is guaranteed to be a night to remember. See the
SIAS website for more details.

6.30pm

Tuesday 11 March 2008
Staple Inn Hall,
London

Sessional meeting
Keep an eye on the SIAS website for more details
on this and other news of SIAS programme events
and meetings.

6pm

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.

SIAS Facebook group
There is now a SIAS group on Facebook for those
who wish to keep up with the latest events, share
gossip and photos, and contribute your news, views
and suggestions.

There are plenty of embarrassing photos to be
seen from the SIAS Annual Dinner and now is
your chance to name and shame your workmates.
Register today on www.facebook.com

SIAS calendar
Enclosed with this issue of The Actuary is your
2008 SIAS events calendar.

Please keep this on your desk as a handy guide to
forthcoming events.

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

Events
Actuarial Profession
Tuesday 12 February
Solvency II and pension
schemes, pensions
networking evening
Tuesday 19 February
Highlights of Manchester
Life, Royal College of
Physicians, London
Wednesday 20 February
Portfolio Construction
– Impact of the Credit
Crunch, networking
evening, Staple Inn
Tuesday 26 February
Funding Long-term Care,
ILC-UK and Actuarial
Profession joint seminar
Tuesday 4 March
Highlights of Manchester

Staple Inn
Actuarial Society
Tuesday 11 March
SIAS programme event

Monday 10 March
Regional meeting and
dinner, The George Hotel,
Edinburgh
Wednesday 12 March
Regional meeting
and dinner, Radisson
SAS Holloway Circus,
Birmingham
Monday 17 March 2008
Regional meeting and
dinner, Crowne Plaza, Leeds

Association of
Consulting Actuaries
Thursday 7 and Friday 8
February
Members’ Conference,
Hilton London Gatwick
Airport
Thursday 21 February
AGM and dinner

Bristol Actuarial
Society
Thursday 21 February
Evening with the
Chairman of the Pensions
Board, KPMG, Bristol.
Wednesday 5 March
Karting at the Avon
Raceway, Bristol

Life, Apex International
Hotel, Edinburgh
Institute of Actuaries
Tuesday 29 April
Biennial Dinner, Natural
History Museum, London

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
Lisa Mahtani
T +44 (0)1737 375107
E lisa.mahtani@landg.com
Social contact Dan Ah-Sun
T +44 (0)20 7232 2822
E danielahsun@yahoo.co.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 Nicola Smith
T +44 (0)117 989 3144
E nicola.j.smith@axasunlife.co.uk

Channel Islands
Actuarial Society
Monday 18 February
Sessional meeting and

Channel Islands
Actuarial Society
Meetings held at Bacon &
Woodrow, 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 hon sec
for details.
Hon sec Rachael Todd
T +44 (0)131 246 2915
E rachael_todd@
standardlife.com
Glasgow Actuarial
Students’ Society
Meetings held at Hymans
Robertson, 20 Waterloo
Street, Glasgow G2 6DB,
5.45pm, unless otherwise
stated.
Hon sec Yvonne O’Byrne
T +44 (0)1786 402356
E yvonne.o’byrne@
prudential.co.uk
Groupe Consultatif
Actuariel Européen
Sec Michael Lucas
T +44 (0)1865 268218
E mlucas@gcactuaries.org

discussion, Current Issues
in Pensions
Monday 17 March
Sessional meeting
and discussion,
InvestmentIissues

London Market
Students’ Group
Monday 11 February
Climate change talk by
Graham Fulcher of ACE
European Group, 6pm

Faculty of Actuaries
Students’ Society
Thursday 7 February
Sessional meeting on
mortality. Venue to be
confirmed.
Wednesday 27 February
SAS Conference,
Edinburgh Business
School, Heriot-Watt
Campus, Riccarton. Contact
George Bakoloukas at
gb42@hw.ac.uk.

Worshipful Company
of Actuaries
Wednesday 6 February
Winter Livery Dinner,
Staple Inn Hall, High
Holborn, London
Monday 3 March
Inter Livery Bridge
Competition, Drapers’
Hall, Throgmorton Street,
London
Friday 7 March
United Guilds Service, St
Paul’s Cathedral
Wednesday 19 March
Cass Business School
Lecture
Tuesday 1 April
Golf Day, Royal Liverpool
Golf Club

London Market
Actuaries Group
Friday 15 February
Sessional Meeting
Friday 14 March
Sessional Meeting

Invicta Actuarial
Society
Meetings held at Grimond
Lecture Theatre 1, University
of Kent, Canterbury, 6pm.
Contact Andrew James
T +44 (0)1227 827703
E a.james@kent.ac.uk
London Market
Actuaries Group
All meetings are 12.30pm
for 1pm 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
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 Chris Baker
T +44 (0)1624 683643
E chris.baker@aberdeenasset.com

National Association
of Pension Funds
NIOC House,
4 Victoria Street,
London SW1H 0NX
T +44 (0)20 7808 1300
E napf@napf.co.uk
Norwich Actuarial
Society
Meetings usually held at
the offices of Norwich
Union, Surrey Street,
Norwich NR1 3NG.
Hon sec Lucy O’Brien
T +44 (0)1603 823195
E obrielc@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
Unless otherwise stated,
meetings are held at
Stephen’s Green Club,
Dublin 2, 6pm for 6.30pm,
and followed by dinner at
8.30pm.
Contact Dervla Tomlin
T +353 1 704 2801
E dervla.tomlin@irishlife.ie
E info@actuaries.ie

Calendar

Friday 11 to Tuesday
15 April
Master’s Event, Zurich
Tuesday 22 April
Court Meeting and lunch,
Staple Inn
Monday 28 April
Inter Livery Swimathon,
RAC Club, Epsom
Other events
Thursday 7 February to
Friday 8 February
10th Global Conference
of Actuaries in Mumbai:
‘Back to Basics
— adding value in risk
management’, Taj
President Hotel, Mumbai
Thursday 21 February
Can we afford to
care? — International
Foundation for
Intelligent Living
conference, 30 St Mary
Axe, London

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
Worshipful Company
of Actuaries
Clerk David Johnson
3rd Floor, Cheapside House,
138 Cheapside, London
EC2V 6BW
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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Careers

Overseas

I’m an actuary, get me out of here
Paul Walsh comments on the universal demand for actuaries and the opportunities
that lie in store for those with a sense of adventure
accounting standards are implemented. This is
good for the consumer. It also creates a huge and
continuing demand for actuaries to understand,
model, explain and then eventually criticise
and rewrite these regulations. This circle of life
ensures actuaries worldwide will continue in a
starring role for some time.

Solvency II — The Return of the Jedi
Paul Walsh FIA is
managing director of
Acumen Resources,
the specialist actuarial
recruitment company

One such blockbuster is Solvency II. While there
will be some special previews in the near future,
it will be a few years yet before the main feature
hits the big screens, as the marketing people are
still working on the details of the accompanying
merchandise. This has created a huge workload
for actuaries, with a consequent uplift in career
prospects and remuneration. It will also form
the basis for Solvency III — A New Hope.
The convergence of worldwide accounting
standards has also meant that less specific skills
and knowledge are
required. Therefore, it is
becoming easier and more
attractive for actuaries
to work internationally,
giving them the
opportunity to experience
different cultures and
ways of life. Throw in an
overseas secondment with your multi-national
employer, and the cost of exploring these new
career opportunities (not to mention beaches)
becomes even cheaper.

benefit from investigating innovative ways of
increasing this supply.
One example might be to market the Associate/
Diploma in Actuarial Techniques as an ultimate
qualification, ‘Actuarial Technician’, for example,
rather than as a stepping stone to a qualification
that approximately 40% of new joiners ultimately
never achieve. University courses offering
exemptions from the Specialist Technical exams
have helped to speed up the rate of supply,
although the continuing shortage means that
market forces still dominate price.
There are downsides though. There is the
risk that actuaries become more like glorified
accountants, where the desire for subjectivity
gets overwhelmed by the need for objectivity.
Straitjackets will be specially adapted for
assumption-setting actuaries confined to
performing the next valuation with inputs
allowing no individual judgement or discretion.

» An overseas stint can often act as
a foot up the career ladder as well
as introducing you to invaluable
contacts for the future

Have qualification, will travel

O

leta Adams used to sing, “You can reach
me by caravan, cross the desert like
an Arab man, I don’t care how you get
here, just get here if you can”. Actuarial
employers might well be singing the same tune,
such is the current phenomenal demand for
actuarial resources worldwide.
This article looks at the reasons for this, the
benefits for actuaries venturing overseas, and
how we might ensure it continues.

Regulation-itis
While bird flu has been predominantly confined
to Asia, ‘regulation-itis’ has spread worldwide.
Every few years, new rules, regulations and
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Saying you are an actuary will not get you very
far at a party but it is a passport to travel in terms
of your attractiveness to overseas employers.
What other occupation offers you the ability to
pick up the phone to a Singaporean employer,
say you’re based in London, and have them
arrange an interview there and then. Likewise,
when a UK employer is faced with the option of
hiring an Antipodean actuary, the question isn’t
‘why?’ but ‘why not?’.
Working overseas can also enhance your CV.
It not only gives you exposure to other principles,
methodologies and products but it also allows
you the opportunity to evaluate what you do
at home from a different angle. An overseas
stint can often act as a foot up the career ladder
as well as introducing you to invaluable contacts
for the future.

Increasing the supply
At the moment, demand for actuaries
significantly exceeds supply. Basic economics
teaches us that this leads to higher prices or,
in this case, salaries. Will this trend continue?
Unfortunately for employers, the answer is
‘probably’. The profession and employers may

«

One profession, one world
Actuaries all over the world now have so much
in common — similar qualifications, similar
regulations and subject to similar accounting
standards — making it much easier for us all to
become ‘international actuaries’. Now we just
need to speak a common language.
For more articles on working overseas, and to view
current opportunities, visit www.the-actuary.org.uk

Members of The Actuarial
Profession working
overseas

» South Africa		
» South Asia		
» EIRE		
» East Asia		
» Australasia		
» South East Asia
» Africa		
» Europe (EU)		
» US and Canada
» Europe (non-EU)
» Rest of Americas
» Middle East		

1862
1053
915
668
616
446
446
446
436
189
115
99

» Total		

7291

Source: The Actuarial Profession, October 2007

www.the-actuary.org.uk
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Interview technique

Stand out from the crowd
Alex Marcuson provides an employer’s perspective on interviewing actuaries and
reveals the characteristics shown by both the strongest candidates and the weakest
evidence-based approach, it also provides a
framework for testing the scope of a candidate’s
experience. Weaker candidates struggle to
demonstrate experience outside their functional
area, whereas strong candidates will have both a
range of experience and the ability to adapt and
stretch these to unfamiliar areas. So, before the
interview, take some time to think of examples
that highlight particular competencies, such
as team playing and dealing with difficult
situations or people.
Alex Marcuson is a
director with Deloitte
and leads recruitment
for the actuarial and
insurance solutions
practice.

I

n offering an insight into actuarial
recruitment from an employer’s viewpoint,
the best way to summarise what I’m
looking for in candidates can be captured
in terms of five main attributes.

1. Ability
Strong actuarial skills are non-negotiable.
The challenging work in the actuarial field
requires the ablest minds, and working out of
one’s depth is no fun. Education and actuarial
qualifications provide an effective check on
baseline ability for employers, but identifying
the sharpest minds remains a challenge.

2. Business sense
Here the adage applies, “an actuary who is only
an actuary is not an actuary”. Candidates need
an awareness of the market they operate in and
the current trends and opportunities. Weaker
candidates may interview with a mindset that
their place is to fill a technical role rather than to
be part of the team driving the business forward.
The strongest applicants will clearly articulate
their personal objectives and what they bring to
their prospective employer.

3. Competency
Increasingly, competency-based interviews
are the norm. Not only does this ensure that
appointments are made using an objective,

www.the-actuary.org.uk
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4. Development needs
Often this is a real differentiator between
candidates. Here the employer is not looking
to trip up candidates, but to gauge how well
the applicant understands where they are in
their career and the direction their journey is
taking them. Where I work, there is a culture
for everyone, from the most junior graduate
to the most senior partners, to have a clear
understanding of their development needs. In
this respect, there are several common patterns
of behaviour shown by the weaker candidate:
n Denying any meaningful development needs.
Few employers are likely to take this kind of
response seriously
n Missing obvious development needs. With
some candidates a clear skills gap becomes
evident during the interview, yet they remain
oblivious to it
n Taking too narrow a view. Candidates who
only look to technical areas can struggle to
impress. This is particularly true if they haven’t
picked up the flavour of questions earlier in the
interview. For example, if they lack sufficient
people management experience, a question on
development needs can be a good opportunity
to recognise this
n Highlighting a critical development need.
A good candidate will respond by setting out
a plan to address
critical areas,
demonstrating that
they already have the
skills through wider
experience but have
not yet had a chance
to deploy them.

Who’s more nervous?
Don’t be afraid. Making good recruitment
decisions is as challenging for an interviewer
as it is for the candidate. Interviewing isn’t
just about asking tough questions, it’s about
gathering evidence and trying to extract the best
from the interviewee. Juggling asking, listening,
writing and planning the next question at the
same time is a real challenge.
Remember that an employer wouldn’t waste
their time interviewing you if they didn’t think
you were a serious prospect, so if they ask you
that unanswerable question, don’t feel like they
are trying to catch you out — keep calm and
grasp the nettle. Hard questions are normally
a good sign that you have impressed them and
they want to see how far you can go.

» Candidates who show the ability to

engage with their interviewer and who
are effective at building rapport will
always outshine those who hold back

«

5. Engagement

If it doesn’t work out

Finally, the magic ingredient. Interviewers
like to recommend candidates that they
get on well with at interview. Candidates
who show the ability to engage with their
interviewer and who are effective at building
rapport will always outshine those who hold
back. Be enthusiastic about the role you are
interviewing for and think about what it is
that makes you special and a real asset for your
prospective employer.

Don’t be downhearted. There are lots of reasons
why you might not get the job, and many of
them just won’t be your fault. Ask for feedback,
don’t be afraid to stay in touch and reapply at a
later date. Remember, this is a great time to be
an actuary looking for a job.
To comment on this article, please contact the editor,
editor@the-actuary.org.uk. For more articles on careers,
please visit www.the-actuary.org.uk
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Careers

Contractors and the law
Sima Varsani reports on proposed legislative changes that mean contractors need to
think carefully about their operating status and options
earn (PAYE) taxes and national insurance
contributions (NICs)
Contracting actuaries should seek proper tax
advice to avoid falling foul of the legislation; it
is important to raise awareness of these issues to
allow contractors to make informed decisions.

A new definition

Sima Varsani is head
of research at GAAPS
Actuarial

In the run-up to the 2007 Budget Speech the
government proposed legislative changes, further
to the IR35 legislation of 2000, in order to clamp
down on this perceived area of tax avoidance.
These changes, which are of particular concern
to contracting actuaries, were first outlined in late
2006 in the HMRC guide Tackling Managed Service
Companies. In this paper the government’s view is
stated that: “MSC schemes are gaining an unfair
competitive advantage over compliant workers
and business.”
In the particular case of MSCs, the company
pays the contractor a substantial amount of the
revenue received for the services they render to
clients. This share of the revenue is usually paid
as a low, taxable ‘salary’
that is then boosted
by the addition of
dividends taxed at a
lower rate than regular
earnings; they are also
exempt from NICs.
In this way, individuals receive a substantially
higher net salary than they would if they were
employed direct by the client. The changes to
the legislation make it clear that MSCs will no
longer be able to make such ‘dividend’ payments
to individuals to minimise the amount of tax
and NICs paid.
The impact of the government’s proposal
to redefine MSCs and tax those working in
them as employees was first felt at the end of
the 2006/2007 tax year when thousands of
contract workers flooded Companies House
with applications to register their own limited
companies. By becoming genuine limited
companies with individual bank accounts they
are not subject to these rules. Such actions
suggest that the legislative changes will not see a

drop in the number of actuaries seeking contract
roles. Furthermore, because these actions
signal contractors thinking about their longer
term career choice, bearing responsibilities
and reaping the rewards of running their own
businesses, it suggests they intend to be around
for a long time.

Contractor choices
When making a decision about the type of
company to set up there are the factors of
contracting rate and length of contract, as well
as personal preferences, to take into account.
There is an alternative for contractors that are
not willing to support the changes in legislation.
If someone does not intend to contract for a
long time, or is willing to support the changes,
an umbrella company is an option. In this
arrangement the individuals do not have
the responsibility of having to run their own
business, and standard employee PAYE and
NI deductions are made. However, the service
standards of such companies vary considerably.

» It is up to individuals to ensure that

they remain on the right side of the law

O

nce a rarity, actuarial contractors and
interims now make up a growing
proportion of the active actuarial
community. The past five years
have seen a definite increase in independent
contracting actuaries working in all actuarial
fields and also spreading their wings overseas
(Source: InterimGAAPS 2007).
Many of these contractors make their
services available through managed service
companies (MSCs), umbrella companies or
individual limited liability companies. The
particular explosion in the number of MSCs
over recent years has fuelled the government’s
concern that contractors are disguising their
employment status to avoid pay-as-you-

«

It is important to note that these rules, which
have been in effect since April 2007, apply to
individual contracts as opposed to the individual
contractor. The rules also apply to income that is
not ‘employment income’ and curb the tax relief
offered by claiming expenses. “In determining
what expenses are deductible, if any, the worker is
treated as an employee of the end client” (Tackling
Managed Service Companies 4.7). Contractors
working through these companies will be taxed
as employees and, in a move away from the IR35
rules, will not be able to claim travel costs to
each job as expenses. Expenses paid by umbrella
companies count as ‘employment income’ and
therefore are not affected.
Those that take on contractors may see
their workers increasing rates to compensate
for a larger proportion of their pay going
to the taxman. Marcia Roberts, CEO of the
Recruitment and Employment Confederation,
said: “It is vital that any changes to the
taxation regime do not adversely affect the
flexibility of our labour market”.
For the time being it is up to individuals to
ensure that they remain on the right side of the
law, although the full impact of the regulations
will be felt only once the dust has settled.
If you would like to comment on this article, please
contact the editor, editor@the-actuary.org.uk.
For other features on careers topics, please visit
www.the-actuary.org.uk
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Pensions

Decommissioning

The long and winding road
David Hutchins plots his way along a decommissioning roadmap for pension plans

O
David Hutchins is
director of pension
solutions within the
risk advisory and
capital solutions
practice of UBS
Investment Bank.

Navigators
Advisers

ver the past four years pension
schemes have made dramatic progress
towards securing member benefits.
This progress has been facilitated
by moves in two areas: firstly, there have
been improvements in funding as a result of
stronger investment markets and accelerated
contribution schedules subsequent to the
introduction of the Pensions Act (2005);
secondly, we have witnessed the deployment
of better risk management techniques, the
embracing of risk budgeting and liabilitydriven investment.
As a result of the improved understanding
that has emerged over this period, trustees and
sponsors are now focusing on the endgame.
This is a decommissioning process that, in
the private sector, is most likely to lead to the
eventual transfer of liabilities to an insurance
company. The motivation for this process will be
as follows:
n The scheme is closed to future members
and accrual
n The scheme is seen as a ‘no-win’ risk
management task for trustees
n The deficit becomes a less attractive and less
durable form of company finance as trustees
become more aware of their unsecured and
undiversified creditor positions.
So what are the ideal components of a
decommissioning plan and how should trustees
and sponsors go about putting one in place?
We do not expect this to be a big-bang
solution achieved in weeks or months but rather
a transformational journey achieved over a
number of years, with trustees and sponsors
working together to make this both attainable
and affordable. For these aims to be achieved the
following components need to be in place:
Driver
Asset manager

Destination
Annuity provider

Unless there are substantive cost-benefit
reasons for doing so, trustees should rarely allow
the navigator to attempt to map-read and drive
at the same time.
The decommissioning process will seek to
improve the funding efficiency of the scheme
to a full buyout level using available sources
of additional financing (see Figure 1). These
sources are most likely to be a balance of
sponsor contributions, investment returns and
liability management.

» Pension schemes should consider

the role annuities have to play on the
decommissioning roadmap journey
and not just at the destination

«
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The balance of these components will depend
on a measure of the acceptable risk of failure to
achieve the objective, taking into account the
strength of the employer covenant.

Figure 1: Improving a
scheme’s funding efficiency
Investment returns
Shortfall

Contribution

Sources of
financing

Liability management

Buyout
liability

Current
assets

Including annuities in
the investment mix
In many ways annuities can be considered
better bonds, not only providing guaranteed
investment returns and inflation protection
but also combining them with longevity,
benefit options and administration expense
protection. Indeed, annuities are the only asset
class available at present that matches a pension
scheme’s liability to pay a pension. As a result, in
a manner similar to other asset classes, pension
schemes should consider the role annuities
have to play on the decommissioning roadmap
journey and not just at the destination. Any
credible ALM study should include them.
Figure 2 illustrates the investible efficient
frontier for a typical pension scheme,
representing the lowest level of risk that may be
taken for a given return objective based on the
underlying scheme liabilities and the available
range of asset classes.
The graph illustrates the analysis both
before and after annuities are included in this
range, demonstrating the improvement in the
portfolio efficiency of including annuities as the
scheme risk appetite reduces and approaches
the endgame.
To enable such an analysis to be undertaken,
annuities for tranches of liabilities with similar
pricing and risk characteristics are treated as
scheme assets in the same way as other asset
classes, with known returns and impacts
on the risk budget. Using this knowledge, it
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» Ideally, an efﬁcient decommissioning
roadmap will have a destination
with a location ﬁxed by an
annuity pricing basis lock

«

can be determined when the scheme should
annuitise each liability tranche along the
decommissioning roadmap.
As a rule of thumb, for larger schemes our
modelling shows that the efficiency gain
resulting from the inclusion of annuities in
the investment portfolio becomes apparent
when the equity-type investment content falls
below 30%. This level increases as the scheme in
question becomes smaller.

Beneﬁts of an annuity lock
Ideally, an efficient decommissioning roadmap
will have a destination with a location fixed by
an annuity pricing basis lock; a pre-agreement
with a provider as to the set of assumptions
used to price future annuities purchased by the
scheme. The advantages of this are:
■ The removal of unrewarded uncertainty
around future annuity pricing, especially in
relation to longevity pricing and insurance
company profit margins, allowing for the risk
budget to be deployed more efficiently by the
asset manager
■ Immediate longevity risk transfer, avoiding
the need to use expensive and/or inefficient
longevity solutions
■ The nimble execution of annuity
purchases by the asset manager during the
decommissioning process, taking opportunities
to de-risk the scheme as and when they arise
■ A smooth transition of member services to
the annuity provider.
Of equal importance to having an annuity
lock in place are the conditions applying to it.

The role of the asset manager
The final part of the decommissioning process is
to have in place an asset manager acting on the
instructions of the trustees and their advisers
that manages the entire risk budget, de-risking
the scheme and purchasing annuities as the
scheme funding improves.
This is similar to the manner in which
professional investment institutions use their
asset managers. The asset manager becomes
free to manage the assets within constraints
prescribed by the trustees and their advisers on
what risks can be taken, the level of individual
and cumulative risk that can be taken and when
to de-risk and annuitise.
This kind of mandate allows clear and
accurate monitoring to be undertaken while not
restricting the asset manager skill set. This will
be to the overall benefit of the scheme by way of
enhanced returns and more effective and nimble
risk management.

The future

Reducing return requirement

Figure 2: Efﬁcient frontier analysis
With annuities
Without annuities

Investible region

Reducing risk appetite
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Preferably, the assets of the scheme should remain
invested for as long as possible to enable them to
be utilised fully in building the finances necessary
to buy out the scheme in full. A commitment only
to pass the assets on to the annuity provider when
they are optimal within the overall investment
risk budget achieves this by providing the annuity
lock on non-onerous conditions.
In an efficient risk-management world, where
no annuity lock is available, a scheme will
annuitise earlier than would otherwise be the
case to remove at least a portion of the annuity
pricing risk. This results in either a requirement
for higher returns on the smaller investible
asset base or for higher contributions from the
sponsor. Compared to the position where an
annuity lock is in place, this either increases the
risk that the overall objective is not attained or
makes the process unaffordable to the sponsor.

For good reason, decommissioning is now
coming onto the pension scheme agenda
and it is important that actuaries, in the role
of trusted advisers, work with trustees and
sponsors to develop roadmaps against which
progress and performance can be measured
effectively. It can be demonstrated that
developing a decommissioning roadmap in
this integrated manner, using a non-onerous
annuity lock and empowered asset manager,
improves the likelihood of success significantly
when compared to traditional, more
piecemeal approaches.
If you would like to comment on this article, please
contact the editor editor@the-actuary.org.uk
For more articles on pensions, please search the
archive at www.the-actuary.org.uk
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GLMs

A new perspective on GLMs
Matthew Edwards explains how generalised linear models can be a surprisingly
useful tool to complement dynamic asset-liability management models

A

Matthew Edwards is a
senior consultant in the
insurance and financial
services practice of
Watson Wyatt.
He has a particular
interest in wider
applications of
generalised linear
models.

s a result of the new regulatory regime
in the UK, most large insurers now
find themselves needing to set up and
maintain complex stochastic assetliability management (ALM) models. This is also
increasingly true overseas, owing to the trend
towards market-consistent, embedded-value (EV)
reporting and economic capital measurement.
These models are often built from a number
of complex components, with economic
scenario generators, statutory reserve
calculations and dynamic asset-liability
management decision rules combining to
provide the projected financial results. The
complexity of these models often poses a
number of problems:
n How can I obtain an independent check of
the validity of the model?
n How can I get round the speed limitations
introduced by nested loops?
n For complex capital calculations, such as the
Individual Capital Assessment (ICA), how can I
decide on a consistent set of economic and other
inputs for the tail point of interest?
These are all challenging problems, especially
so for with-profits insurers. Surprisingly,
generalised linear models (GLMs) can provide a
quick and relatively simple solution.

Background to GLMs
As most readers will be aware, GLMs have
become the norm for general insurance personal
lines pricing, allowing the influence of possible
risk factors — such as driver age and vehicle
group on claim frequency and claim severity
— to be quantified in order to produce a claim
cost model.
More recently, they have gained ground in
the life insurance sector, where their ability
to take automatic account of correlations in
the data makes them particularly useful for
mortality analyses.

» These are all challenging problems,
especially so for with-profits
insurers. Surprisingly, generalised
linear models can provide a quick
and relatively simple solution

«

Users can simultaneously analyse age and
year of birth, and can also obtain a proper fix on
the influence of annuity amount — a key driver
in annuity portfolio cash flow projections — all
in a ‘multiyear’ context that allows more value
to be derived from many years of data.
How, then, can they be used to assist with
the problems noted above?
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Without simplifying the mathematics too
much, we can think of GLMs as involving the
following multiplicative structure:
Modelled quantity = Base level for observed
population × Factor 1 × Factor 2 × Factor 3
For instance, we might have the following
‘not so generalised’ form:
Modelled quantity (e.g. end year one economic
capital) = Base level × Factor 1 (based on equity
returns) × Factor 2 (based on AAA credit spread) ×
Factor 3 (based on bond curve parameter)
Instead of a company’s motor portfolio, we
take as our ‘population’ the sundry thousands
of runs produced by our complex ALM model.
What we wish to take as the modelled amount
obviously depends on our purpose — for
example, we might wish to model statutory
reserves at various points in the future, model
a measure of surplus capital at some point or
model the present value of future profits (PVFP).
While discussing the mathematics, a quick
aside on the question of linearity, since many
people naturally assume that GLMs involve
linearity. Fortunately, for our purposes, the
‘linear’ term is a bit of a misnomer here — it
merely denotes a requirement that all factors
be in the same ‘log space’, so that we could
not combine, for instance, one factor with the
logarithm of another factor.
There is, in fact, no practical linearity
constraint on our model. The factors themselves
can be described by any type of curve, and the
factors can also be combined in the model via an
interaction to represent the effect of one factor
varying according to the value of another.

Case study: ICA assistance
Consider how this might work in practice,
helping with the ICA for a large UK with-profits
insurer. What should we do, for instance, if we
wish to have an independent check of the very
complex model, and also help to derive a set of
‘consistently bad’ economic variables to give us
the 1/200 tail event?
In this instance, the life model — after much
groaning — will provide us with end year one
capital results in respect of 20,000 simulations.
We simply set up the GLM to model this capital
amount as a function of the economic variables
present, that is, the economic scenario generator
(ESG) outputs. In other instances, we could also
include the demographic parameters if relevant.
For each factor, the model will provide a
series of multiplicative coefficients, quantifying
the effect on the modelled amount (end year
one capital) of the values taken by the factor in
the 20,000 simulations. For example, if we split
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Figure 1: Year one capital: influence of property return
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Figure 2: Year one capital: influence of ‘A’ credit spread change
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the equity return factor into 15 bands for ease
of modelling, the model factor results will be a
multiplicative coefficient for each of those bands.
We usually show these results graphically,
rather than as a table of numbers, to better
appreciate what the shape of the results might
be. As an example, Figure 1 reveals specimen
property return results. The straightforward
nature of this graph, with a shape that can be
explained intuitively, does not seem to indicate
any severe abnormalities.
However, what might happen with other
factors? In one analysis, we found that two
factor graphs contained a large number of
kinks, such as those shown in Figure 2. These
indicated that something was going wrong in
the underlying life model and, on rechecking
the model’s innards, errors were discovered.
The other useful output at this stage is
a sense of the ‘explanatory power’ of the
factors. We can quantify this as the total
multiplicative ‘distance’ for each factor
moving from one extreme band to the other.
Comparing the explanatory power of the
factors provides another check. Can it be
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explained, approximately, why some have
greater power than others? It may usefully
indicate that some factors do not need to be
stochastically jigged, and so can be left out of
the model altogether. This explanatory power
needs to be taken with some caution, however,
as it will depend on the choice of bandings
used for the factors.
Assuming we have repaired any problematic
factors, satisfied ourselves regarding factor
correlations — for example, seeing high and low
correlations where we expect to — and removed
any insignificant factors from the model, the
GLM will now provide a simple closed-form
solution for our end year ICA or economic
capital. How can we use this?
In this example, we wish to find a
‘consistently bad’ set of ESG outputs as
parameters underlying our 1/200th tail event.
We can go back to our 20,000 simulations,
take the 100th worst (our 0.5% tail) and use
our simple closed-form expression to calculate
— with a bit of trial and error — what choices of
equivalently bad economic variables will give
precisely that 0.5% tail amount.
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» This gives us an ICA scenario that corresponds

to a rational combination of ESG outputs,
and can now be used as the basis for further
investigations. As a further bonus, the closedform results obtained may also be useful in
deriving quick approximate monthly ICA
results, estimating results for other ‘out of
sample’ scenarios that management may
wish to run, or even
studying ICAs at other
confidence levels that
better reflect the firm’s
risk appetite.
This may all sound
useful, whether in ICA
or other contexts, but
does the cost in time
and resources justify the means? When taking
these factors into account, the GLM approach
also scores well. It would typically take only a
few days to go through the GLM work outlined
above, compared with the many hundreds — or
thousands — of work days likely to have been
involved in the construction and updating or
running of the underlying life model.

» To our knowledge, few life

actuaries practise such alchemy — is
this because there are many hidden
snags? Not that we know of

«

Related applications
It should be clear by now that the GLM structure
is ideal for the production of top-down, closedform solutions. This may be of particular value to
insurers that are intending to make step changes
to their models with the implementation either
of nested stochastic loops or, more likely, proxies
such as bottom-up, closed-form solutions. By
putting the new output through the sort of
analysis outlined above, users may be able to
detect otherwise hard-to-trace errors.
For those users whose models require
substantially compressed model points to run
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in reasonable time, GLM techniques can also
help to inform efficient model point selection
by providing information on the explanatory
power of policyholder attributes. This allows
the ‘compression’ to be applied more to the lessimportant attributes.
Moving back to the ‘frequency analysis’
domain, which may be more familiar to
some, GLMs also have the potential to analyse
policyholder behaviour, such as option take-up
rates. This allows users to quantify the influence
of, for instance, interest margins, policy
duration or time to maturity on such behaviour.
To our knowledge, few life actuaries practise
such alchemy — is this because there are many
hidden snags? Not that we know of. There seem
to be two main reasons why GLMs are little
used in this context. First, the field of GLMs
seems rather strange to most life actuaries,
few of whom realise what the benefits may be.
Secondly, the GLM approach can be less useful
over longer time horizons, depending on the
sensitivity of the results to the time path of the
economic variables.

Life GLMs: take another look
GLMs can be a quick and useful tool to
better understand complex life ALM results,
providing a form of independent check as well
as — inter alia — closed-form solutions that
can be useful for many purposes. If you have
thought of GLMs up to now only as something
used by non-life pricing actuaries, it’s time to
take another look.
If you would like to comment on this article, please
contact the editor editor@the-actuary.co.uk.
For previous articles on related subjects, please visit
www.the-actuary.org.uk
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Fifty years and counting
Hiten Nandha revisits the Modigliani and Miller theorem
half a century after its publication

Hiten Nandha works
for Watson Wyatt

be proved using the principle of there being
no arbitrage opportunities. The principle
would become a bedrock of subsequent theory
in financial economics. The result was also a
strange start for the theory of corporate finance,
as it said that corporate finance did not matter.
MM developed their work and showed
that dividend policy did not matter. They
also showed that the overall cost of capital for
the firm was independent of the debt-equity
ratio. Changing a firm’s gearing would create
no value. What mattered was how the firm
executed its operations — for maximum profit.

Initial developments
Subsequently, MM relaxed the tax assumptions
in their theory. They showed that in a world
of corporation tax, but with no tax on interest
payments, the optimal financial strategy was to
issue plenty of debt and
buy back shares. Profits
would largely end up
being paid out as interest
to bond holders and
minimal tax would be paid
because profits after interest payments would be
small in a debt-laden firm. Enterprise value, taken
as the market value of debt and equity, would be
superior to an equity-financed firm because the
amount of tax paid would be comparatively small.
In a world consisting of only corporation tax, high
gearing was the financial strategy to play.
There has been further consideration on the
minimisation of tax. It is possible to show that
under a tax system where interest income is taxed
equivalently to dividend income, the capital
structure of a firm is not a factor, because debt or
equity finance confers no particular tax advantage.
Moreover, if firms issue more debt, they are
more likely to enter bankruptcy. In the MM
theorem, bankruptcy was not considered as
it was a costless event. In practice, however,
bankruptcy costs for a firm winding-up can be
up to a non-trivial 5% of enterprise value. The
existence of bankruptcy costs means that firms
should issue less debt.

this situation and, therefore, discount the
firm’s shares, should management decide on
a rights issue. This would lead to the ‘pecking
order’ for capital structure. Managers would
prefer retained earnings as a source of finance,
followed by debt finance and, finally, shares
issuance. The optimal financial strategy for a
firm would be to sit on a cash pile.
Such a strategy, however, has further
economic implications as it encourages
management to waste resources on low-value
projects and in ‘empire building’. Myers has
subsequently argued that debt finance focuses
management on repaying debt and so improves
the firm’s operations.

Froot and Stein
In a later development, Froot and Stein in 1998
consider the MM theorem and financial firms.

» The optimal financial strategy for a
firm would be to sit on a cash pile «

I

n recent times, there have been comments
about whether companies should be
able to treat interest payments as a taxdeductible expense. There are continual
demands that company cash piles should be
returned to shareholders and there are thoughts
about how the capital of a financial firm should
be invested.
These ideas are fundamentally related to the
Modigliani and Miller (MM) theorem — the
benchmark idea in the theory of corporate
finance. Fifty years on from its publication,
where do we stand?

Modigliani and Miller’s first theorem
Does the debt-equity ratio of a firm matter? This
is the fundamental question addressed by MM.
The theorem shows that the level of gearing of
a firm does not affect the value of its debt plus
equity. To prove this, MM assumed that capital
markets were arbitrage-free. They assumed a
world with no taxes, zero bankruptcy costs and
where economic agents had equal information.
The result was simple — the debt-equity ratio
of the firm could not affect the market value
of the debt plus the market value of the equity.
This result was the first important theorem to
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Asymmetric information
In the early 1970s, academics in the United States
began to examine situations of ‘asymmetric
information’ — scenarios where one economic
agent had more information than another.
Asymmetric information would also be considered
in the MM theorem.
Myers and Majluf (1984) assumed three
processes in their ‘pecking order theory’:
managers within a firm are assumed to know
more about the prospects of the firm than
outside investors; managers would only issue
shares if they thought that the firm’s shares
were overvalued; and investors would recognise

Financial firms are required to carry ‘buffer’ capital
for adverse financial situations and they face a cost
in managing such regulatory capital. They also
face prospective costs of raising equity finance if
the financial situation of the firm deteriorates.
In their model, Froot and Stein assume that
the derivatives market is arbitrage-free and that
transaction costs are zero. They show that the
optimal capital structure for a financial firm is to
hedge all tradable risks. Such a result may come
as a surprise but is intuitive. There is no value
to be created or lost by using derivatives in a
well-functioning market. However, there is value
to be lost from managing too much capital.
Moreover, there is the prospective cost of raising
capital in adverse financial situations.
The theory fits well with the view that
insurance companies offer value by pooling
together many similar risks. Insurance
companies offer no more ‘added value’ by
taking investment risk, which investors can
obtain through other means. The Froot and
Stein model also gives an interesting angle on
non-financial corporations with unhedged
defined benefit schemes. Such firms are de facto
conglomerate life insurance companies and
fund managers.

The wider view
The MM theory concludes that gearing is
‘irrelevant’ and creates no value. Nevertheless,
the overall beauty of the MM theorem is not
the simple initial conclusion that the financial
structure of a firm is irrelevant. The beauty of
the MM theorem is that we can find the factors
that matter in the financial make-up of the firm.
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akaful originates from the Arabic word
‘Kafalah’, which means ‘guaranteeing
each other’ or ‘joint guarantee’. The
Takaful market started in Sudan in 1979
and then spread to Asia, with Malaysia being
one of the most mature markets in the Islamic
Asian region. The Takaful concept reached
the Gulf regional market in 2002, and gained
ground in 2005.
The principles of Takaful are similar to those
that underpin mainstream mutual insurance,
as the Takaful system is based on mutual cooperation, responsibility, assurance, protection
and assistance between groups of participants.
In addition, however, a Takaful-branded product
has to strictly follow the Muslim business norms
of Islamic contracts for clients and Boards
of Islamic Sharia scholars whose role is to vet
business decisions.
Major international companies moving into
the Takaful segment include AIG, Allianz, HSBC,
Aviva, and Prudential. Further in 2008, the
second largest Takaful company in the world,
British Islamic Insurance Holding, is due to
launch a UK base with the intention of raising
more than $350m (£174m) of capital. As well as
targeting the UK market, the company is also
setting its sights on other European countries,
especially France and Germany, the Gulf States
and some Asian countries.

Takaful structures
A Takaful operation in a non-Muslim
country can be established in any one
of the followings ways:
» A Takaful operator set up under the
local Company’s Act with a distinct
legal entity
» A Takaful window with any of the
existing insurance companies
» A branch of any established Takaful
company under a franchise agreement
or other understanding
» Establishment of marketing facilities
for Takaful products as part of an
existing Takaful company with an
agency agreement.

Defining a Takaful system

There are five elements that must co-exist
to establish a proper framework for a
Takaful system:
1. Ne’aa or utmost sincerity of intention
— for knowingly following the guidance of, and
adhering to the rule and purpose of, Takaful —
co-operative risk sharing and mutual assistance.
2. Integration of Sharia principles
— in particular, risk sharing under Ta’awuni
principles, coincidence of ownership,
Why the demand?
participation in management by policyholders,
avoidance of riba (an agreement in which the
Islamic banking institutions providing capital
policyholder expects to receive a predetermined/
and Islamic financial instruments for asset
fixed amount that is greater than that invested),
management and investment have already
developed successfully and there is now a strong gambling (referred to as ‘qimar’ or ‘maisir’ in
Arabic, which means any activity that involves
demand, due to religious beliefs, for a Shariaan arrangement between two or more parties,
compliant insurance product.
Takaful is one of the fastest-growing segments each of whom undertakes the risk of a loss
where a loss for one means a gain for the other),
in insurance, with an average growth of
and al Gharar (activities that have elements of
20% per annum. In 2006, worldwide Takaful
uncertainty, ambiguity or deception.
contributions were estimated at around $3bn.
In a commercial transaction, it refers to either
Approximately 60% comes from general Takaful
the uncertainty of the goods or price of goods,
(general insurance) and 40% from family
or deceiving the buyer on the price of goods),
Takaful (life insurance and pensions).
According to Moody’s Global Credit Research and inclusion of the al Mudharabah (profitsharing arrangements) and/or al Wakalah
service, total Takaful premiums were worth
(agents) principles for management practices.
more than $2bn in 2005 and it is predicted that
3. Presence of moral value and ethics
this will rise to $7bn by 2015.
— whereby business is conducted openly in
In addition, consumer surveys have shown
accordance with utmost good faith, honesty, full
a high willingness for Muslims to switch their
disclosure, truthfulness and fairness in
conventional savings, health and education
all dealing.
plans to a Takaful product, given the same level
4. No unlawful element — that contravenes
of customer service, quality and profitability.
Sharia and strict adherence to Islamic rules for
commercial contract, namely:
n Parties have legal capacity and are mentally fit
n Insurable interest
n Principle of indemnity prevails
n Payment of premium is consideration (offer
and acceptance)

» The Takaful system is based on

mutual co-operation, responsibility,
assurance, protection and assistance
between groups of participants

«
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Petronas Towers, Kuala Lumpur —
Malaysia is one of the most mature Takaful
markets in the Islamic Asian region.

■ Mutual consent, which includes voluntary
purification
■ Specific time period of policy and underlying
agreement.
5. Appointment of a Sharia Advisory
Council or Committee — to oversee the
development and Islamic auditing of the Takaful
operation and to make sure the investments
are made in eligible areas that are allowed and
approved by the Sharia board.

Two areas of business
Most Takaful products fall into two main areas.
General Takaful
General Takaful refers to schemes designed to
meet the protection needs of individuals and
corporate bodies in relation to material loss or
damage resulting from a catastrophe or disaster
inflicted upon properties, assets or belongings.
Participants (policyholders) pay their
premiums (calculated by actuaries) into the
Takaful fund as a Tabarru’ (donation). This
will eliminate the elements of al Gharar and
gambling. That is, the participant agrees to
donate their contribution (premium) to the
fund with a mission to help other participants
covered under the various Takaful schemes
when in distress. Therefore, it is the members
who carry the risk and the Takaful operator is
merely a custodian. Mudharabah, Musharakah
and Wakalah models (see Takaful models box)
can be implemented under this approach.

» Mudharabah model (proﬁt and loss sharing)

This is a contract between capital providers with management, where any proﬁt is shared
according to ratio or percentage agreed by both parties but any losses are borne entirely
by the capital provider. In practice, participants provide capital to the Takaful operator.
» Musharakah model (joint venture)
Both parties provide capital and/or management. Proﬁt is split either based on capital or
upon negotiation, and any loss is distributed in proportion to capital contributions.
» Kafalah model (surety)
A guarantor to become the surety in the event the debtor fails to honour his obligation.
This type of contract can be used for the development of the Takaful scheme for
bonds products.
» Wakalah model (agency)
The principal appoints and authorises someone to act on his behalf. The authorisation
could be either speciﬁc or general. The Wakeel (agent) could then charge a fee to the
principal. This model is suitable for most Takaful products including products for corporate
risks such as a ‘Rent-a-Captive’ concept.
» Ju’alah model (commission)
Similar to the Wakalah contract except that the payment to the agent is measured
on his output and performance. This contract could be used to develop distribution
channels for Takaful.
The most important element of a Takaful model is that there must be a subject matter
of contract upon which contracting parties mutually agree by an ijab (proposal) and a
qabul (acceptance).
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Family Takaful
The range of Takaful products offered falls into two
categories: risk-type products that are provided for
the protection of the participants; and investmenttype products with an element of risk. These
products tend to be regular savings plans where a
participant indicates his need to achieve a target
lump sum by a specified time in the future. Under
this scheme the participants pay their premiums
into the Takaful fund. A portion of the premium
is allocated purely for saving and investment, and
the balance goes as a Tabarru’ to build up reserves
(claims reserves, unearned premium reserves and
so on), to direct expenses, and to pay for Retakaful
(reinsurance). Again, Mudharabah, Musharakah
and Wakalah models can be implemented under
this approach.
Beyond these two main areas, Takaful
products are also available for health and
pensions needs. It should be noted that Takaful
insurance is not just for Muslims but also for
non-Muslims, as it is seen by them as an ethical
form of insurance.
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A risk comparison
In the second of two articles, Patrick Kelliher concludes his analysis of the various
risks faced by banks and life insurers and asks what each can learn from the other
Patrick Kelliher works
for Scottish Widows

The views expressed
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author’s own and
do not necessarily
represent the views of
his employer.

T

he first part of this article (see December
2007 issue or visit www.the-actuary.org.
uk) started to compare and contrast the
risks faced by a typical UK bank (ABC
Banking Corporation) and life insurer (XYZ
Life Insurance) in the context of the growth
in bancassurance over the past two decades.
This trend, which has increased the interaction
between actuaries, other life insurance
professionals and bankers, has further increased
with the convergence in regulatory approaches.
This second part covers expense, liquidity, and
operational risks, and touches on the topics of
aggregation and diversification.

Expense risk
XYZ enters into long-term contracts and there is
a risk that the charges arising on these may not
cover the ongoing cost of servicing the contracts,
investing funds, and of meeting any overheads.
Historically this risk was mitigated as contracts
either allowed costs to be implicitly charged back
to investors in returns credited (with-profits), or
had explicit service charges which could be varied
in line with cost inflation (unit-linked).
Regulatory pressure, however, has limited the
scope to reflect costs implicitly in returns for the
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former type of contract. Moreover, the Unfair
Terms in Consumer Contracts Regulations 1995
(UTCCR) have restricted the ability to vary
service charges and other contract terms. As a
result, increasing service charges by more than
earnings inflation is difficult, if not impossible.
This represents a significant expense risk to XYZ
as per-contract costs may rise at a faster rate if
XYZ’s portfolio was to shrink and each contract
had to bear a higher share of overheads.
This expense risk has become more acute on
XYZ’s newer contracts. The UK government’s
‘stakeholder’ product regulations have led to
XYZ writing business where the only charge
levied is an annual management charge. This
means charge income is ‘back-end loaded’ to the
latter stages of the contract’s term and, as well
as making this income stream more vulnerable
to withdrawals, it also increases the risk that
charges in the early years are not sufficient to
cover costs. Furthermore, where XYZ writes
stakeholder policies, the charge itself is capped.
By virtue of distributing through brokers,
XYZ at least does not need to maintain an
expensive branch network like that of ABC. The
costs of this are effectively fixed in the short
to medium term, and ABC is faced with the
challenge of meeting these fixed costs out of its
interest spread and other charge income.
Unlike XYZ, however, ABC does have
considerable freedom in its ability to vary the
spread and other charges on its products. The
interest rate on most loans can be varied where
necessary to widen the spread. This is tempered
by the competitive implications and the risk that
any rate increase will trigger early redemptions.

Furthermore, this flexibility is not present on
tracker or fixed-rate mortgages.
Of increasing importance to ABC are the
other charges that it can levy. While increased
competition has reduced the interest-rate
spread, ABC has made good the difference by
increasing other charges by rates well in excess
of inflation. For example, like other lenders, it
has increased some loan redemption penalties
by more than 100% in recent years.
Thus, despite a large fixed-cost base, ABC does
not face the same level of expense risk as XYZ
because of the flexibility of its charging structure.
This flexibility is currently under threat, however,
as consumers challenge the scale of charges and
increases on UTCCR grounds. ABC has recently
ceded on some such challenges and while it hopes
to recoup the lost income by increasing other
charges, such regulatory pressure may mean that
in future the ability to pass on increased costs will
be restricted and that expense risk will become a
greater issue for institutions like ABC.

Liquidity risk
ABC raises predominantly short-term funds
to make medium to long-term loans that
cannot readily be realised. This exposes it to the
liquidity risk of being unable to repay the former
as they fall due, particularly as these funds can
be called in at short notice. A surge in such calls
has led to bank insolvencies in the past.
ABC pays considerable attention to its
liquidity position and regularly conducts stress
and scenario tests to ensure it can withstand
surges in withdrawals. This also helps it to
demonstrate that it meets the FSA’s stock
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» Such regulatory pressure may

As well as long-term
investments, ABC is also
faced with increasing
obligations in relation
to its sales of mortgages
and general insurance
products under the
FSA’s new Conduct of
Business regime.
In general there has been a shift in mis-selling
risk from life companies to banks, with the former
no longer accepting the latter’s exposure as an
appointed representative, while banks face stricter
regulation of sales of non-life insurance products.
Another concern is the risk of external fraud.
This has been a problem for banks like ABC
that have introduced ‘chip and PIN’ in the fight
against crime. The fraudsters have become more
sophisticated, however, and banks continue to
suffer external losses, while the criminals have also
turned their attention to life companies like XYZ.
Both ABC and XYZ are vulnerable to
regulatory risk such as FSA challenges under
the Treating Customers Fairly guidelines, and
further challenges under UTCCR. As noted, the
latter could limit ABC’s charge income but could
also affect XYZ’s ability to review premiums,
such as those on protection products.
A difference in the operational risk exposure
of ABC and XYZ is the impact on their profit and
loss accounts and balance sheets. For the former,
an adverse UTCCR ruling will have a modest
in-period impact on income but the full loss of
any restriction on charges will not come through
immediately unless a provision is required. For
XYZ, such a reduction in future charge income
would be crystallised in full in a write-down of VIF
in embedded value balance sheets.
Another difference is the regulatory capital
requirements for operational risk. For ABC,
operational risk will form part of its Pillar I
regulatory requirement from 2008, and it has
spent considerable resources on its operational
risk control framework, in gathering operational
loss data and on modelling operational risk
in advance of this date. It is also seeking
to differentiate between expected — high
frequency, typically low-impact losses — and
unexpected components. The former is assumed
to be covered by future profits arising and with
capital only required for the latter.
For XYZ, operational risk is not currently part
of its Pillar I requirement and, until now, it has
not devoted the same level of resources as ABC
to framework, loss capture, and operational risk
modelling. The Financial Services Authority (FSA),
however, expects operational risk to be covered
in its Pillar II individual capital assessment (ICA),
and operational risk is a key reason why the FSA
may require additional capital on top of that to be
assessed as part of its individual capital guidance.

mean that in future the ability to pass
on increased costs will be restricted
and that expense risk will become
a greater issue for [the banks]

«

liquidity requirements (SLR) of liquid resources
under stress situations. It is also adept at
securitisation, packaging its illiquid loans into
tradable instruments to enhance liquidity.
By contrast, XYZ obtains funds on a longterm basis and invests the bulk of these in readily
realisable assets (with the notable exception of
property). Until recently, premium inflows have
exceeded claim outgoings. Therefore, liquidity risk
has not been a significant issue for XYZ.
However, the position is changing as XYZ’s
investment contract portfolio matures. Claims
now frequently exceed premium inflows.
Moreover, most investors have the option to
terminate contracts and withdraw funds. XYZ
could face a similar run as that faced by ABC. The
nature of its business means it is not set up to
process such mass withdrawals which may limit
the impact on liquid resources in the short term.
However, this means that any liquidity crisis
will be more protracted than that faced by ABC
and pose considerable operational challenges.
Spurred on by regulatory requirements, XYZ
is now devoting more time to monitoring and
stress-testing liquidity risk.
While most of XYZ’s assets are realisable, this
is not the case with the VIF asset on its embedded
value balance sheet. Therefore, XYZ is considering
monetising this asset through securitisation or
reinsurance financing to enhance its liquidity,
following the paths of banks.

Operational risk
Both institutions share a wide range of
operational risks, from employee relations to
processing failures.
One particular risk is mis-selling. XYZ
distributes mainly through brokers but it has a
small direct sales force for which it is responsible.
In common with other life companies, this
responsibility led to pensions and mortgage
endowment mis-selling claims from the late 1990s
to the present date. Chastened by this experience,
it has strengthened its compliance function to
prevent further recurrence but the risk from direct
selling is still there.
Meanwhile, ABC used to act as an appointed
representative of a life company that bore the
cost of the pensions and mortgage endowment
mis-selling by ABC sales staff. Now, ABC is directly
responsible for its sales and for mis-selling risk.
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Therefore, XYZ and other life offices are increasing
their efforts on operational risk-loss modelling.
Note that the distinction between expected and
unexpected components is less relevant to a life
office as the ICA will already take into account
future profits arising (as the VIF is generally
allowed for in ICA capital). There may, however,
be a need to allow for some level of expected losses
beyond the one-year time horizon typically used
for ICA, reflecting operational loss exposure over
the remaining lifetime of contracts.

Aggregation and diversiﬁcation
Both XYZ and ABC face similar risks here but
the importance of each risk type differs. For
ABC, the largest risk is credit risk, though
arguably persistency risk can be just as
significant if the impact of withdrawals on
economic value is considered.
Market risk is modest owing to extensive
hedging operations, while operational
risk, though significant, is assumed to be
substantially uncorrelated with other risks.
For XYZ, credit risk is not as important as
it is with banks. The largest risk is market risk
arising from the guarantees on legacy contracts
and the impact of market risk on VIF. This is
followed by persistency and insurance risk. The
latter is not strongly correlated with market
risk, and substantial diversification is available.
Operational risk is significant, and may be
assumed to be correlated to market risk, because
of the impact of market falls on the likelihood
and impact of mis-selling claims.

Find out more

» To ﬁnd out Patrick’s conclusions on
what banks and life insurers can learn
from each other, visit www.the-actuary.
org.uk/features
» This article is one of a series
promoted by the Actuarial Profession’s
Action Group for Banking (AGB) and
explores situations where the actuarial
and banking worlds overlap to the
beneﬁt of both sectors. The articles
serve the following broad purposes:
Push: To demonstrate where actuarial
skills and thinking have been applied
in a banking or ﬁnancial context to add
real commercial value.
Pull: To highlight tools and skills
available in banking and ﬁnance that
may be of use to traditional life and
pensions actuaries.
Please contact either the author
Patrick.Kelliher@scottishwidows.co.uk
or mark.symons@actuaries.org.uk for
more information on the article and
the AGB’s activities.
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Jen
and Jean

Jen and Jean reminisce with other survivors of the Student Page

A year in the life

From left to right: Hannah, Tristan, Jen and Jean.

This month, we’ve invited a couple of
special guests to help celebrate our ﬁrst
year as Student Page editors. While the
audit trail of the Student Page over the
years is clearly chronicled, the adventures
of its editors past and present remain to
be told. What did we get up to in 2007?
Read on to ﬁnd out…
Jen and Jean
If you have any ideas for the
Student Page, please e-mail
jenandjean@the-actuary.org.uk

As I write this, I remember feeling both excited
and anxious last year, as something possessed
me to respond to Tristan Walker-Buckton’s call
for a new Student Page editor for The Actuary.
I remember meeting Jen for the first time, and
the ripple of delight I felt as it dawned upon
both of us that we shared the same energy, ideas
and enthusiasm for the page.
In 2007, my time was divided between three
different departments at work — research,
valuations and pricing — gaining a better
insight into the way my company and the
industry works. I helped organise the most
successful Younger Members’ Convention to
date. I played 11-a-side football in the Denmark
Soccer Festival Tournament. I learnt that
calculators are, apparently, controversial.
I attended the annual Staple Inn Actuarial
Society (SIAS) ball for the first time. I conquered,
in one go, the two exams that have been
haunting me for two years (CA1 and ST2). I
led 100 actuaries in the macarena. I learnt that
some actuaries like karaoke. I met plenty of new,
interesting people and made some great friends.
This year is for bigger and better things, and I
look forward to new experiences and to working
with my fellow conspirator, Jen. Anything can
happen in 2008, as long as one is willing, so
bring it on.

Jean Eu

THIS MONTH, DON’T FORGET...
10 March 2008 is the exam
entry closing date. Please
remember, if you have not
sent in your work-based skills
supervisor form, you will not be
able to enter any exams.
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I remember well my early experience of
The Actuary, turning to Hannah Cook’s
Student Page and thinking, ‘I’d like to do that’.
I met Jean in December 2006, and realised
that we shared the same — albeit slightly
disturbed — vision. One year on, and our page
has come a long way since its inception in a
Soho restaurant. I’m now having dinner with
Hannah, Tristan and Jean, reminiscing over
our Student Page editor adventures.
My first anniversary coincides with my first
year working at Hewitt Associates, and I’m
happy to say that the training, support and
opportunities I have enjoyed this past year
have finally enabled me to consider myself a
proper senior actuarial student. Alongside more
traditional actuarial work, I’m also enjoying
working with Hewitt’s technology team, getting
involved in creating, fixing and breaking models
— and even leading training sessions.
The Actuary has allowed me an insight
into the world of magazine publishing, and

an understanding of the wider opportunities
for students to become involved with the
profession, through SIAS and the Student
Consultative Committee for example.
Jean and I have met with publishers and
marketing types, and learned the arts of advice,
astrology and persuasion. We’ve conceived and
successfully produced our first ‘advertorial’,
taken a turn as Arts Angels, enjoyed almost
celebrity status at this year’s SIAS ball and given
a whole host of interesting characters their 15
minutes of fame.

Jennifer May
At the time of writing, I have been a qualified
actuary for a glorious 10 days. This has left
something of a void in my life, which I have
been trying to fill by watching marathon
sessions of Project Runway.
I now have the nagging suspicion that the
past four years of my life have been completely
wasted, and intend to quit the profession to
become a top lingerie designer with an overly
theatrical dress sense.
I will be keeping a paternal eye on the Student
Page, of course, and I hope to see Jen and Jean
continue their pursuit of the truth on the issues
that really matter. Their ‘Calculatorgate’ exposé
truly cemented their reputation as the new
Woodward and Bernstein. I just hope they can
uncover in time the Profession’s latest plot to
mandate the use of Hello Kitty stationery and
glitter pens in exams. Follow the money, guys…

Tristan Walker-Buckton
Since handing the Student Page over to Tristan,
my most significant achievement has to be
qualifying at long last. It’s true what they say
— the overwhelming feeling when it does finally
happen is one of relief rather than joy. Still, it is
very nice not to have to study any more, and it is
worth the slog. I was obviously a bit delusional
when I thought I would have time to learn a new
language once I’d finished. Sadly, the time spent
studying is now spent working but I’m enjoying
life nonetheless.
I still keep a close eye on the Student Page. It’s
definitely been sexed up since my time. I don’t
think I would have got away with the latest
headline — ‘FA, FB, F Me!’ — although it’s nice
to see that it’s going from strength to strength,
and there’s enthusiasm to keep it that way.

Hannah Cook
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People

AOTF

Actuary of the Future: Liam Mayne of
Hewitt Associates steps into the spotlight

Liam Mayne
Date entered profession?

discovering there were six credit cards behind
the bar.

September 2005.

Most memorable actuarial moment?

Employer?

Hasn’t happened yet but work is paying for me to
go sky-diving in 2009.

Hewitt Associates.

Area of work?
Pensions.

Jobs so far (including pre-actuarial)?
A waiter and a government code-breaker. But
keep that quiet…

Exams passed?
Five CTs and first year of Tanaka course.

Most exciting actuarial moment?
My first night of qualification drinks and

Last CD purchased?

Study day shopper or sleeper?
Definitely a sleeper. My study days didn’t start
until about 6pm. All that changed with the
Tanaka course though, with lectures at 9am
on a Monday.

Next move for the Profession?
A move into the wider financial world and
making ourselves all-round financial consultants
with multiple skills.

The Fray: How to Save a Life. Quality.

Spend or save?
Save? You’re having a laugh. Spend, spend,
spend!

Would like to see actuaries working in
which wider field?

Exam philosophy?

Maybe time we got involved in something a
bit more glamorous — actuarial advisers to
Hollywood stars, perhaps?

Pass them as quickly as you can.

Any vices?
If you
would like16/11/07
to nominate someone
of the
The usual — beer and a strange•desire
to sitEXACTVAL
lots
GB1867
Advert
9:24 for
amActuary
Page
1
Future, please e-mail AOTF@the-actuary.org.uk
of exams.

External Actuarial Valuations

ExactVAL offers pension consultancies the
facility to outsource their valuation work.
• We specialise in completing the numbers side
of actuarial valuations for defined benefit
pension schemes.
• We use an experienced team, together with
bespoke software (Superval) to turn work
around efficiently.
• We present our results in a clear, auditable and
consistent format.
• Our prices are fixed in advance for each
valuation, and are extremely competitive.
• We also offer valuation-oriented training
aimed at staff with varying levels of experience.

For more details, visit our website
www.exactval.co.uk or call Bill Harris
on 01727 830462
Company reg no: 6004085
Registered office: Linksview, Everlasting Lane, St Albans, Herts, AL3 5RY
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Puzzles

Coffee break

Puzzle 387

Puzzle 388

Valentine’s Day

Census

Saint Valentine’s Day falls on 14 February each
year. It is the day on which lovers express their
love for each other by sending Valentine’s cards
anonymously.
Four girls each received a card from a different boy.
■ Andy did not send a card to Maja
■ Keith sent a card to either Jade or Pat
■ Jade did not receive a card from Tim or Pete
■ Neither Tim nor Pete sent a card to Margaret
■ Pete would never send a card to Maja.

A census-taker approaches a house and asks the
woman living there how many children she has and
what their ages are.
The woman replies that the product of their ages
is 36 and that the sum of their ages is equal to the
address of the house next door.
The census-taker walks next door, comes back and
says: “I need more information.” The woman replies:
“I have to go, my oldest child is sleeping upstairs.”
The census-taker thanks the woman and states that
he now has everything he needs.
What are the ages of the three children?

Pair up the girls and boys!
NOTES

Solutions for December
Puzzle 384

Puzzle 386

Sudoku solution

Dominoes solution

8
3
2
6
1
5
9
4
7
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Coffee
break
Xxxxxxxxxxx

Puzzle 389

1

2

3

4

5

6

7

Anagramic pairs
Each clue leads to two answers that are anagrams
of each other. For example, the answers to 17
across are ‘repel’ and ‘leper’. Only one answer can
be entered into the grid, but which one?

8
9

10

Across
1
5
9
10
11
12
13
17
19
21
22
23
24

Company division (6)
Run out appeals (5)
Upright island (5)
United supporter (7)
Rowdy amusement park (7)
Rest make a sound like a horse (5)
Thirteen (13, 3 words)
Ward off outcast (5)
More than one holding large dishes (7)
Natives of Calcutta are like Hercule Poirot (7)
Women who serve mythical king (5)
Polish report (5)
Identiﬁed contraption (6)

11

13

12

14

17

15

18

19

21

16

20

22

Down
2
3
4
5
6
7
8
14
15
16
17
18
20

Food bar (5)
Boring exterior (7)
Behaving like an anorak? That’s where it
begins (13)
Fruit (5)
Imps carry on (7)
Middle ground (5)
Go farther off a predetermined purpose (6)
Develops an elastic synthetic ﬁbre (7)
Anonymous routine (7)
Masters rule (6)
Drive back swine (5)
Rent something of use to an artist (5)
Lament wrinkle (5)

23
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NOTES

NOTES

Puzzle 385

Square split I
solution

24

Puzzle ideas welcome

AAA
BBC C
A B
B
C C

The puzzles editor is pleased to receive ideas for new
puzzles from readers.
Please contact: Rakhee Raja, Puzzles Editor, Xaﬁnity
House, 42-62 Greyfriars Road, Reading RG1 1NN.
Or e-mail puzzles@the-actuary.org.uk

More puzzles online
To access The Actuary’s puzzles archive and play
our new daily interactive online Sudoku, please visit
www.the-actuary.org.uk
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Arts

Alan Frost

Viva Shakespeare!

© Tate Photography

Alan Frost dusts off his ruff, dons his doublet and sets out in search of Shakespeare

The Tate Modern building

T

was the season to be merry, but not if you
were a member of the anti-Shakespeare
society. On a cold December Saturday
before Christmas, London’s South Bank
was host to a Frost Fair. Away from the food stalls
by the river, the Globe Theatre gave free public
entry to its exhibition area and it was a joy to
see so many people wandering around Sam
Wanamaker’s great legacy. The anti-Shakespeare
folk had the demeanour of Russian museum
guards as they brandished their placards; my
innocent question about whether or not they
were an offshoot of the Flat Earth Society was
met with stony faces. If you fancy screaming at
your computer, try googling anti-Shakespeare
sites and despair at the crass ignorance.
However, not only were the hundreds of
attendees ignoring these futile protests, they were
on the stage of the Globe and encamped in the
Turbine Hall of Tate Modern, marvelling at Doris
Salcedo’s Shibboleth sculpture. You can see this
work of art, touch it, sit in it and, if you are careless,
fall in it also. Few other museum exhibits allow
such public interaction, and as I looked at the
fissure being swamped by the curious of all ages,
each with their own interpretation of what they
saw, touched or bestrode, I realised this was a
work of genius. I was equally pleased to work out
how it was made.

Complicated
choreography
The week before I had
been to the Christmas
markets in Munich.
Oddly, I eschewed the
Bavarian fast food there
but was happy to enjoy a
trencherman’s egg and
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bacon breakfast at Maria’s in Borough Market
and a Frost Fair hamburger lunch from the Rick
Stein stall outside Tate Modern.
I was in Munich for the world premiere of
a ballet by the Viennese choreographer Jörg
Mannes. Der Sturm is a telling of Shakespeare’s
The Tempest set to music by Sibelius, Bruckner and
Tchaikovsky. As ever in Munich, the audience is
very inexpressive during the performance but
they make up for things afterwards and applaud
for a very long time. The story was very true to
the play but rather episodic, leading to some
awkward pauses between scenes. I must confess
that I have never seen such clever or complicated
choreography. The Ariel of Lucia Lacarra
defied orthopaedic medical science; Caliban’s
grotesqueness was cleverly displayed though
dance by Wlademir Faccioni; and Prospero’s
omnipresence was portrayed wonderfully by Alen
Bottaini. Perhaps some judicious editing of the
joins would help but I thoroughly enjoyed this
interesting new ballet.

A mix of emotions
The new Othello at the
Donmar Warehouse
is a heady mix of
emotions. Ewan
McGregor’s stage
presence and voice
are magnetic. A hint
of Scottishness tinges
his tenor timbre
and one only stops
staring at him
to observe Kelly
Reilly, whose plangent whiteness
and innocence contrast starkly with Chiwetel
Ejiofor’s swarthy moor. His Othello is a powerful
mix of humanity, menace and bewilderment.
Michael Grandage’s production is another
triumph of ensemble acting. Fifty years from
now, some people, though not I, will reminisce
in wonderment about how they saw the Donmar
Othello in 2007.

Farce at its best
The next evening I was
back on the South Bank
at the National Theatre
for Much Ado About
Nothing for more sexism,
prejudice, premature
death and violence,
though no protests.
Several hundred metres
from The Globe, Sam
Wanamaker’s daughter,
Zoë, played Beatrice in
a production by Nicholas Hytner that gladdened
the senses. Simon Russell Beale as Benedict
matched Zoë as an elderly unmarried person and

these two clearly had a history. The first half was
farce at its best, with Russell Beale’s immersion in
a pool to escape detection the funniest moment I
have witnessed in any Shakespearean production!
The Olivier was packed with middle-Englanders
enjoying one of Shakespeare’s classics. What has
led to an anti-Shakespearean movement? We
understood the words and meaning. Could it be
that the website diatribes are a direct result of our
modern educational system? You decide, and
please write to the Prime Minister on the subject
rather than me. More refreshments were provided
on Bankside by a stall calling itself “Pie Minister”,
a pun Shakespeare would have loved.

Artistic license
My final trip to the
theatre in 2007 was to
see Jonathan Slinger’s
Richard II in Stratford.
This cross-dressing
and occasionally
flouncing
interpretation
of Henry IV’s
predecessor was
riveting; his
costumes and red
hair were modelled
on an ancient portrait shown
in the programme. The manner and style were
more products of artistic license, however, as
this effete son of the Black Prince found himself
usurped by Henry, another grandson of Edward III
and son of John of Gaunt. Gaunt’s pre-deathbed
speech was thunderous, majestic and familiar,
using the most sublime poetry: “This royal throne
of kings, this scepter’d isle…this happy breed of
men…this teeming womb of royal kings…hath
made a shameful conquest of itself.”
If you plan to explore this scepter’d isle in 2008,
read the speech in full first and be sure to include
a visit to Borough Market, the Globe Theatre,
Tate Modern and The National Theatre. You will
be helpless to do anything other than wallow in
Shakespeare’s bequest.
Copies of the book A Light Frost, featuring 40 of Alan
Frost’s arts review columns from The Actuary, are
available to order via www.alanfrost.co.uk

www.the-actuary.org.uk

21/1/08 16:02:36

Appointments

Aon Consulting’s UK
business chairman
Ron Amy is to retire
from the post after 12
years with the firm.
Mr Amy will continue
to be a non-executive
director of Aon and has
a number of personal
appointments as the
independent chairman
of trustees of large
pension schemes, as
well as being chairman
of the UK Doctors’ and
Dentists’ Review Body.
Punter Southall
has appointed
Kevin Burgess to its
actuarial team. He
joins from Aon, where
he was responsible
for the company’s

People moves

research into Dun
and Bradstreet failure
scores and their
impact on Pension
Protection Fund
levies. Meanwhile,
Punter Southall
Transaction Services
has announced
the return of James
Saunders as principal.
Mr Saunders joins
from Pricewaterhouse
Coopers where he
advised both private
equity firms and
companies on pension
issues. Finally, the firm
has appointed Gerry
Devenney as a principal
in its Edinburgh office.
Mr Devenney joins
from HSBC Actuaries
and Consultants.

Watson Wyatt
has appointed
Philip Tindall to
its investment
strategy team,
which now
numbers over
50 associates.
Mr Tindall, who
will be based
in London, joins
Philip Tindall
the team in
response to demand from pension funds
and other institutional investors for
advice in this area, particularly relating
to risk management and structured
products (as part of liability-driven
investment programmes). He joins
from P-Solve Asset Solutions where he
was a principal and senior investment
consultant, prior to which he was head
of the investment team and senior
consultant to the IBM retirement funds.
The firm has also appointed Gavin
Counsell as an investment consultant in
the Reigate investment strategy team
from Aon, a company he joined in 2000.
His experience
includes liability
Gavin Counsell
cash flow
modelling,
stochastic
analysis, derisking strategies
and derivative
solutions. He
joined Watson
Wyatt in
November.

Watson Wyatt has
appointed Michael
Chatterton as a senior
consultant in its
benefit practice. He
will focus on the
management of large
accounts, strategic
initiatives, and the
development of the
corporate consulting
group. Mr Chatterton
has more than 20
years’ experience in
professional services,
including having
worked for Bacon and
Woodrow, Arthur
Andersen and Black
Mountain, where he
was a CEO in their New
York headquarters.
Michelle Cracknell
has been appointed
strategy director at life
company Skandia.
She joins Skandia from
Origen, part of Aegon
UK, where she was a
main board director.
Ms Cracknell will head
up a dedicated strategy
team and will draw
on resources from all
Skandia’s operating
businesses to ensure
the company is well
positioned to benefit
from regulatory
and market-driven
developments.
Sir James Crosby,
former chief executive
of Halifax Bank
of Scotland, has
succeeded Dame
Deirdre Hutton as
deputy chairman
of the Financial
Services Authority’s
(FSA) board. Sir James
joined the FSA board
in January 2004 before
retiring from HBOS in
July 2006.
Paul Turnbull has
joined Halifax Bank
of Scotland as chief
actuary, financial
services. Joining after
10 years at Watson

Wyatt, Paul has held a
range of consultancy
and corporate roles
within the life
insurance sector and
actuarial profession.
Monty Hilkowitz
has been appointed
as chairman of
Discovery Holdings
in South Africa.
Gallagher Re, the
specialist reinsurance
intermediary and
advisory firm, has
announced the
appointment of
Russel Hugh as senior
vice president and
marketing actuary in
its life, accident and
health team.

P-Solve Asset
Solutions has
appointed Rajdeep
Hunjan as governance
associate. He was
previously at Hewitt
Associates and his
responsibilities
at P-Solve will
include assisting the
governance team
with client requests
and undertaking
research projects.
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The board of St.
James’s Place (SJP), the
wealth management
group, has announced
the appointment of
David Lamb as an
executive director
of SJP. Mr Lamb
joined SJP in 1992
with responsibility
for developing the
group’s product range.

Aviva, the
savings,
investment and
insurance group,
announces the
appointment of
Marcelo Cruz as
its group chief
risk officer. Mr
Cruz joins Aviva
from Lehman
Marcelo Cruz
Brothers in New
York where he was a senior risk manager
responsible for risk analytics. Previously
he was the founder and managing
director of the boutique consulting
group RiskMaths. Mr Cruz edits several
publications in the area of finance, risk
management and stochastic modelling
and has authored books and a number of
academic articles on the subject. He will
report to Philip Scott, Aviva group finance
director, overseeing risk and compliance
across the group.

Tel: +44 (0)20 7397 6200
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John Coomber

During his time at
SJP he has led the
group’s technical
product areas and was
promoted to group
business development
director in December
2001, where his
responsibilities have
included developing

John Coomber,
former chief
executive and
current nonexecutive director
of Swiss Re, has
been appointed
chairman and
non-executive
director of
Telent.
and expanding wealth
management products
and services.
Nucleus has created the
new post of technical
manager to increase
the functionality of
its ‘wrap’ platform,
including stronger
asset allocation and risk
profiling tools. Filling
the new post is former
Scottish Life product
actuary Iain Russell.
Urs Schaffner has joined
Hewitt Associates
from Mercer to
become its Swiss head
of the pension fund
consulting team. He
had a similar role at
Mercer, where he was
a worldwide partner
and head of its Swiss
pensions consulting
business. He will be
based in Zurich and
offer advice for HR
policies and business
strategies. Hewitt
has also appointed
Simon Brimblecombe
to its international
retirement team. Mr
Brimblecombe will be
based in Geneva and
be in charge of the
practice in Switzerland.
Michelle Walsh and
Laurence Kleerekoper
have been appointed to
the overseas insurance
directorate of the
Government Actuary’s
Department.

Please send news of recent appointments to
peoplemoves@the-actuary.org.uk

Actuarial skills travel well
Now they travel even better

www.the-actuary.org.uk

21/1/08 16:05:48

Appointments
The Actuary is published by:
Incisive Media
32-34 Broadwick Street,
London W1A 2HG

The Actuary jobs site
The website now features a fullservice jobs board updated daily.
Visit www.jobs.the-actuary.org.uk
for the latest vacancies and
careers information.

For advertising information, terms
and conditions please visit
www.the-actuary.org.uk.

www.the-actuary.org.uk
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An advertisement must first be placed
in the magazine in order to advertise
on the website.

To advertise your vacancies
please contact:
Hazell Cockle
T +44 (0)20 7316 9493
E hazell.cockle@incisivemedia.com
For all other enquiries,
please contact:
Philip Harding
T +44 (0)20 7316 9393
E philip.harding@incisivemedia.com

Please direct all
advertising copy to:
Matt Parle
Incisive Media
32-34 Broadwick Street,
London W1A 2HG
T +44 (0)20 7316 9766
E matt.parle@incisivemedia.com
FTP ftp.incisivemedia.com
F +44 (0)20 7316 9230
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