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The full-time actuary
Have you completed your Continuous Professional Development
(CPD) return? If not, then you have until the end of June to
submit your declaration and online CPD record.
Have you or your employer provided feedback in response
to the Board for Actuarial Standard’s consultations on generic
reporting and the structure of the new standards and adopted
Guidance Notes? If not, the deadline for responses is 18 July.
Are you familiar with the Actuarial Profession’s new website
and can you navigate around it with ease? Have you read the
joint report of councils and will you be attending the Institute
AGM at Staple Inn on 30 June or did you attend
the OGM of the Faculty on 23 June?
By the time you read this, the Faculty
consultation survey and the Institute inprinciple vote on whether the Faculty
and Institute should merge will have been
launched. Are you up to speed on the
arguments for and against a merger? If not, are
you planning to put some time aside to research
the key issues before completing the
survey or registering your vote?
The demands put on actuaries today
are great and it is often difficult to
justify setting aside time to do
what the Actuarial Profession
expects of us. In this time of great
activity, these demands could be
seen as a small cost compared to
the benefits associated with being able
to practise as an actuary.
What do you think? Your views can be
e-mailed to me at editor@the-actuary.org.uk
— if you can find the time.
Margaret de Valois
Editor
editor@the-actuary.org.uk

July 2008

3

19/6/08 13:45:09

The

Actuary

Contents

Editorial advisory panel
Peter Tompkins (chairman),
John Batting, Timothy Bramham, Chris
Daykin, Matthew Edwards, Gerard
Francis, Nigel Hayes, Martin Lunnon,
Andrew Smith, Chris Sutton, Paul
Sweeting, Matthew Wheatley

July 2008

Editor
Margaret de Valois
HSBC Actuaries and Consultants Ltd,
Level 16, 8 Canada Square,
London E14 5HQ
T +44 (0)20 7991 3165
F +44 (0)20 7991 4646
E editor@the-actuary.org.uk

News
9 Professional
12 Education and research

Features editors
Tracey Brown
T +44 (0)7970 230 892
E features@the-actuary.org.uk

15 Industry
18 People

Marjorie Ngwenya
Swiss Re Life & Health,
30 St Mary Axe,
London EC3A 8EP
T +44 (0)20 7933 3163
E features@the-actuary.org.uk
Industry news editor
Louisa Lobo
T +44 (0)7719 631 955
E news@the-actuary.org.uk
People/society news editor
Amy Guna
Grant Thornton UK
T +44 (0)7879 453 949
E social@the-actuary.org.uk
Student page editors
Jennifer May
Hewitt Associates,
6 More London Place,
London SE1 2DA
T +44 (0)20 7939 4000
E jenandjean@the-actuary.org.uk
Jean Eu
RGA UK, IFC Level 40,
25 Old Broad Street,
London EC2N 1HQ
T +44 (0)20 7448 8255
E jenandjean@the-actuary.org.uk
Arts page editors
Matthew Fewster
JPMorgan
125 London Wall
London EC24 5AJ
T +44 (0)20 7777 9707
E arts@the-actuary.org.uk
Finn Clawson
Hewitt Associates
6 More London Place
London SE1 2DA
T +44 (0)20 7939 4435
E arts@the-actuary.org.uk
Puzzles editor
Rakhee Raja
Xafinity Consulting Ltd,
Xafinity House,
42-62 Greyfriars Road,
Reading RG1 1NN
E puzzles@the-actuary.org.uk

19 Society
21 Calendar
38 Appointments and moves

p24

Opinion
3 Editorial

Features

Margaret de Valois acknowledges the pressure
on today’s actuaries

A change in the weather

22

Tony Brooke-Taylor provides a regulator’s viewpoint
on the role of insurers in managing the effects of
climate change

The peak oil challenge

24

Anthony Day offers a chilling perspective on the
depletion of the world’s energy resources and warns
that its impact may be felt sooner rather than later

Roundtable: recruitment

26

The second roundtable event for The Actuary saw
a healthy debate on the future for actuarial careers
and recruitment

Our survey says…

29

30

8 Soapbox
Francis Sullivan says the drive for
carbon neutrality is a hard-fought but
worthwhile endeavour

Regulars
32 Student page
The eternal wait for exam results

33 Actuary of the future
David Costello of Xafinity Consulting

34 Puzzles

The alchemy of risk

36 Arts

Marcus Bowser and Jon MacDonald examine how
insurers can manage risk effectively and use it to
generate profit

39 Appointments

More brainteasers to test your mettle

Actuaries on the stage

28 pages of jobs

6hjeeaZbZciid
EjWa^h]ZY^cAdcYdcWni]ZHiVeaZ>cc6XijVg^VaHdX^Zin

?jan'%%-

I]Z
lll#i]Z"VXijVgn#dg\#j`

6XijVgn
HjeeaZbZci

I=:B6<6O>C:;DGI=:68IJ6G>6AEGD;:HH>DC

Ldg`^c\dkZghZVh

>ch^YZ/

L =dlid\ZihiVgiZY
L Ndjg\j^YZid`ZnbVg`Zih
L 6XijVg^Va_dWhVWgdVY
001_ActuarySupp_0708_Cover.indd 3

005_Actuary_0708_Contents.indd 5

In which actuaries search for
clairvoyant assistance

Sharon Maguire reveals some of the key findings of
The Actuary’s reader survey

Circulation
17,570
(July 2006 to
June 2007)
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SUPPLEMENT:

Working Overseas
This special supplement looks
at the opportunities for
actuaries in key locations
around the world, including
South Africa, Asia, Europe
and Australia, and how to plan
for a career move abroad

Writer of the month
Anthony Day is the editorial team’s
choice for July for his article on
energy consumption and receives a
£50 book token courtesy of SIAS.
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Letters

Your view

Letters to the editor
In which actuaries call for clairvoyant assistance.
More letters can be found online

Letter of the month

calculations, as well as to legal advice. Surely
actuaries are no less professional than solicitors!

An uncanny prediction?
One of the clever features of Google’s web-based e-mail
is the way that advertisements relevant to the content of
the message you are reading are automatically displayed
next to the e-mail text itself. Thus, whilst reading a recent
email about assorted current BAS exposure drafts and
consultation papers, I could not help noting that Google
felt it appropriate to draw my attention to the services
of a Professional Clairvoyant offering immediate online
consultations. Does this tell us something about the future
direction of actuarial regulation?

Louise Pryor
Director, Board for Actuarial Standards
10 June 2008

The debate rumbles on…

John Broome Saunders
3 June 2008

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

Opportunities
As I was born before 1945 I had considered
the proposed merger a matter for the younger
members. Several of your contributors comments
provoke me however. Huw Wynne–Griffiths (The
Actuary, June 2008) thinks the profession has
much to be proud of over the past 40 years but,
sadly, I think it also has much to be ashamed of,
notably in shortcomings in the stewardship of
life and pensions business. It should also be sad
about its slowness to help its members involve
themselves in wider fields such as general and
health insurance.
The most numerate of my sons did not see
the value of three or four years more study but
found employment experience in aspects of
risk management. His latest work for a hedge
fund manager would be a worthy challenge
for any interested actuary. Will a merged
profession prove more successful in making its
members desirable to such potential employers
and thereby also attract a wider variety of able
recruits? Will it prove more skilful at saving the
profession from pitfalls to come? It is difficult
to see why a merger should be a precondition
for future success. But if both Councils want
it perhaps we should let them get on with it,
get it out of the way and then judge Council
members against the objectives that matter.

Jim Jewell
30 May 2008

Withdrawal
My letter in the June issue was submitted
before the ‘Actuaries-mail’ merger proposal
update of 21 May, in the light of which I am
very happy to withdraw it.

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

Issuing guidance

I should have chosen my words more carefully
[regarding those who voted against the
election of Andrew Smith]. Misguided is more
appropriate than small-minded.
Andrew is probably the foremost actuary of
his generation. If he can solve a new actuarial
problem just as well or better than an FIA
(or FFA), what message does that send to the
Pensions Regulator or the FSA? That you need
not be an FIA (or FFA) to solve an actuarial
problem. Once we ride that greasy pole all the
talk of merging the Institute and the Faculty is
a pointless exercise.
Andrew is confrontational but he had the
difficult task of dealing with a profession that
was sleepwalking. Anyway, weren’t Sidney
Benjamin and Wilfred Perks confrontational?
They were of course the two greatest actuaries
not to be made president, so maybe we do not
like their kind.

In his article on changes to the employer
Icki Iqbal
debt regulations in last month’s magazine,
9 June 2008
Clive Weber (The Actuary, June 2008) says that
Calling all Welsh actuaries
“actuaries will be helped ... by professional
guidance from the BAS.” He goes on to suggest
Huw Wynne-Griffith’s ‘throw away’ line at the
that standards would provide legal protection to
end of his recent letter (The
actuaries. Actuaries may well find our standards
Actuary, June 2008)
helpful, but we have made it clear, notably in
made me wonder
the Exposure Drafts of our Conceptual Framework
why we Welsh
and Scope and Authority, that the BAS will not
actuaries have
be issuing guidance (our standards will be
not thought of
mandatory) and that our primary goal is to serve
this before! So, it’s
the users of actuarial information, rather than to
about time that we formed our own society
assist actuaries, or to stop them from being sued.
— even if only for social purposes. Please
As Clive observes, the BAS is not currently
e-mail me so that we can get this moving. For
planning to issue a standard on preparing an
those linguistically challenged, the language of
updated actuarial assessment. Actuaries should
business will be English!
be quite capable of performing a roll-forward
calculation covering a maximum period of
Lyndon Jones
two years, just as they are presumably already
11 June 2008
competent to perform
FRS17 updates. Any that
are not capable would,
of course, refuse to act in
“P” stands for priority. That’s what we’re making technical thinking matters outside their area
a real number one priority. And because we’re aiming to become
of competence.
technical thought leaders of the industry, you’ll find we give your
Clive notes that specific
technical skills a platform upon which to shine. Find out more by
advice should always be
visiting actuaryopportunities@hbosplc.com
sought for individual cases.
I see no reason why this
Sponsored by
should not apply to actuarial
Equal opportunities for all - our policy is as simple as that.
advice on roll-forward

Letter of the month - “P”

W E S U P P O RT

Brendan McBride
9 June 2008
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Soapbox

Sponsored by

Francis Sullivan

The drive for carbon neutrality as a business is a hard-fought but
worthwhile endeavour, writes Francis Sullivan

The business end of climate change

C

limate change is the biggest single
environmental, social and economic
challenge facing the business
community in this century. In 2005,
HSBC became the world’s first major bank
and first FTSE 100 company to achieve carbon
neutrality; it serves as a useful example of
how financial institutions can benefit from an
enlightened approach to green issues, running
a more sustainable business while reducing its
impact on the environment.

Four main steps
The bank is not a big emitter of carbon
dioxide when compared to a major
manufacturer or energy company yet, as a
global organisation with more than 330 000
employees and 10 000 offices, the process of
becoming carbon neutral is not something
that happened overnight. Four main steps
were involved:
1 Measuring the carbon footprint. Energy
usage and carbon dioxide output from the offices
were measured and reported publicly as part of
the bank’s environmental reporting system.
2 Reducing energy consumption.
Challenging energy reduction targets were
set and initiatives implemented to achieve
them, such as installing video-conferencing
technology in more offices around the world to
reduce the need for employee business travel.
3 Buying green electricity. Electricity
produced from clean or renewable energy
resources such as wind, solar and hydropower
is used wherever possible.
4 Carbon offsetting. Emission reductions
are purchased around the world in the form
of carbon-offset projects covering a range of
technologies, as verified by accepted market
standards of best practice.
Challenging targets were set in 2005 to
reduce carbon dioxide emissions, energy usage,
waste and water consumption, while new
ones have been set for the next four years. It is
important to realise that carbon neutrality is an
ongoing process.

Specialists in Actuarial Recruitment
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Efficiency programme
In 2007, a global environmental efficiency
programme was launched to ensure that best
practice drives all operations from purchasing
decisions to IT initiatives, the construction
of new buildings and the management of
existing ones.
All new structures, whether head offices
or data centres, are built to environmentally
sound specifications. Photovoltaic panels
have also been installed on the roof of HSBC’s
London headquarters.
Why does a bank need to go to such
lengths to improve its environmental
credentials and why does climate change
matter so much?
A commitment to environmental best
practice is as much enlightened self-interest
as it is an acknowledgement of a wider
responsibility as a major business, employer

area from Bali to Davos and, looking forward,
to Copenhagen.

Far-reaching message
A corporate-sustainability department
has been established to define the
bank’s strategy in financing renewable
energy projects in order to manage the
environmental and social risks of lending
activity and maximise the opportunities
presented by a low-carbon economic
future. This function is also responsible for
ensuring that the message reaches all bank
employees around the world, encouraging
them to engage on these issues. Central
to the department’s remit is a five-year
environmental programme undertaken in
conjunction with four leading environmental
charities: The World Wide Fund for Nature,
The Smithsonian Tropical Research Institute,
The Climate Group
and Earthwatch
Institute.
The programme
aims to inspire action
by individuals,
businesses and
governments on climate change and has
targets to improve access to water, clean
up rivers, drive down pollution in cities,
preserve the world’s forests and create
‘climate champions’ across the globe that
will be involved in research and spread their
knowledge and experience of the issues and
the lessons that they have learned.
Becoming carbon neutral is not a shortterm stunt: by developing a business of
this type and an understanding of the
environmental challenges presented,
financial institutions can respond to the
impact of climate change and assist clients in
realising their own ambitions in the emerging
low-carbon economy.

» Financial institutions should and
will play an important role in the
shift to a low-carbon economy «
and financial institution. The impact of
climate change will affect global operations
as well as employees, shareholders, business
partners and, ultimately, the products and
services offered to customers.
A key driver behind the decision to
become carbon-neutral was a need to
understand better the implications and
impact that an increasingly carbonconstrained economy will have. It is expected
that the cost of carbon will increase as a
result of regulation and carbon taxes and,
therefore, financial institutions should and
will play an important role in the shift
toward a low-carbon economy.
Last year, Lord Nicholas Stern was
appointed by HSBC to advise it on the
economics of climate change; the bank
has engaged in international debates in this

UK: +44 (0)20 7283 4004

Francis Sullivan is HSBC’s adviser on
environmental affairs.

South Africa: +27 (0)11 881 5576

www.elliottbauer.com
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Profession

Merger consultation survey and in-principle vote
The Councils of the Faculty and the Institute
agreed, on 12 February 2008, for the benefit
of the whole UK Profession to recommend a
merger of the two bodies. The consultation
process started and a series of meetings has
been arranged.
At the meeting of the Councils of the
Faculty and the Institute in May, both Councils
agreed to undertake their own concurrent
consultation exercises about the proposed
merger with their respective members.
Faculty Council has decided to carry
out a consultation survey of its fellows,
associates and students, partly in light of

the discussions and outcome of the Faculty
Special General Meeting on 16 April in
Edinburgh. The consultation survey replaces
the in-principle vote of Faculty fellows,
associates and students.
Institute Council has decided to carry out
an in-principle vote on merger options for its
fellows, associates and students.
The consultation survey and the in-principle
vote were due to be launched on 23 June. Both
will run for six weeks. The results will be shared
with members later in August.
For more information, please visit
www.actuaries.org.uk/members/merger_discussion

News

News in brief
Annual report published
The annual report of the Councils of the
Faculty and the Institute of Actuaries has
been published.
The report can
be downloaded
from the
Profession’s
website. A
limited number
of hard copies
are available
at all three
office locations.
Copies were
also available
at the Faculty
OGM on 23
June 2008 and
will be available at the Institute AGM on
30 June 2008.
New faces
Seamus Creedon replaced Ronnie Bowie as
chairman of the member support executive
committee at the end of June. Nick Salter
replaced Seamus Creedon as deputy
chairman of the member support executive
committee. Gordon Sharp replaced Brian
Ridsdale as chairman of the CMI executive
committee at the end of June.

Faculty past presidents’ dinner
Stewart Ritchie, president of the Faculty of Actuaries, hosted a dinner for Faculty past presidents at Maclaurin
House, Edinburgh in May. Pictured standing, l to r: Richard Maconachie (Faculty secretary), John McCutcheon,
David Kingston, Joe Macharg, Malcolm Murray, Bill Morrison, Alistair Neill, Nick Dumbreck (Institute
president), Paul Grace, Fraser Low; seated, l to r: Alex Shedden, Ronnie Bowie (Faculty junior vice president),
Stewart Ritchie and Harvie Brown. Tom Ross also attended.

GN4 insolvency details and certificate RP16 available
Part of the transfer of work from the former
Department of Trade & Industry (DTI) to
the Department for Business, Enterprise
& Regulatory Reform (BERR) in 2007 was
responsibility for regulating employer
insolvency and pension provision affected
by insolvency.
GN4: Insolvency of Employers: Safeguard
of Pension Scheme Contributions (adopted by
the Board for Actuarial Standards in May
2006) provides the actuarial standards for
actuaries working in this area. GN4 refers to
two DTI documents: DTI guidance Insolvency
of Employers: Safeguard of Pension Scheme
Contributions. IL2 (Rev 1), 2001; and form RP16,
the Actuarial Certificate for a salary-related
occupational pension scheme affected by
insolvency. The guidance and RP16 are now
available from BERR.
BERR’s revised Insolvency of Employers:
Safeguard of Pension Scheme Contributions IL2
(Rev 2) (URN 02/594), published in 2002,

www.the-actuary.org.uk
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is available from the BERR on 0845 015
0010 or by email from publications@berr.
gsi.gov.uk. This version is not available in a
downloadable format.
The version covering legislation in Northern
Ireland — IL2 NI Pensions Schemes Act 1993:
Employment rights Insolvency of Employers:
Safeguard of Pension Scheme Contributions can be
downloaded from http://forms.redundancyni.gov.
uk/del_il2__3.pdf
The Actuarial Certificate (Form RP16) is
available from the BERR on +44 (0)845 015
0010, or the redundancy payment offices in
Watford on +44 (0)1923 210 700; Edinburgh on
+44 (0)131 316 5600 and Birmingham on +44
(0)121 456 4411. It can also be downloaded
from http://forms.redundancyni.gov.uk/rp16_
actuarial_cert.pdf
Although the downloadable version of
RP16 is from the site for forms appropriate for
Northern Ireland, the form is identical to the
above RP16 form.

Book now for stochastic reserving
and modelling seminar
Quantifying reserving uncertainty will
become increasingly important under
Solvency II and International Accounting
Standards. This two-day seminar, 3-4 July
at Staple Inn, will introduce and explore
stochastic methods through a series of
lectures and hands-on working examples.
Aimed at actuaries and others wishing to
gain practical experience in the application
of stochastic reserving methods to
estimate reserve uncertainty, no previous
experience in this area is required. For more
details, please visit www.actuaries.org.
uk/__data/assets/pdf_file/0012/132222/
StochasticReserving20080703.pdf
FRC appoints director of actuarial standards
The Financial Reporting Council (FRC) has
announced the appointment of Louise
Pryor FIA as director of actuarial standards.
She qualified in 1987 and has been
involved in financial modelling and risk
management for more than 25 years, as
a university lecturer, a software developer
and consultant, and a consulting actuary
in both life and general insurance. She
has also been a project director of the
Board for Actuarial Standards (BAS) since
2007 and was responsible for a recent
discussion paper on actuarial mortality
assumptions. In her new role, Ms Pryor will
lead the programme of transition for BAS,
from guidance notes to the new technical
actuarial standards issued by BAS.

July 2008
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News in brief

FSA appoints new chairman
Lord Adair Turner, pictured above, has
been appointed as the new chairman of
the Financial Services Authority (FSA).
Lord Turner will take up his appointment
in September, when Sir Callum McCarthy
steps down, for a period of five years.
Lord Turner is a British businessman and
academic, and is currently chairman to the
Economic and Social Research Council. He
is also non-executive director for business
groups including Standard Chartered,
Siemens and Paternoster.
Announcing the appointment, the
Chancellor, Alastair Darling, said Lord
Turner’s expertise would be invaluable
in driving forward the FSA’s objectives of
maintaining confidence in the financial
system, promoting public understanding,
protecting consumers and reducing
financial crime.
Register for your ERM email update
Have you registered to receive your
monthly update from the enterprise risk
managemement (ERM) practice area?
If you would like to receive news of
events and activities, please update your
personal profile on the members’ section
of the website to indicate your interest in
ERM. You can also contact Mark Symons at
mark.symons@actuaries.org.uk or
+44 (0)20 7632 2133.
The date has been set for the next global
webinar on ERM — 10 December 2008.
More details to follow.
ACA appoints new chairman
The Association of Consulting Actuaries
(ACA) has appointed Keith Barton FIA
as its chairman. He took over from
outgoing chairman Ian Farr on 1 June
2008. Mr Barton has worked for consulting
actuaries Hewitt Associates for 30 years
and is scheme actuary for a number of
large pension plans. He is also chairman
of the trustees of the company’s own
pension fund.
Actuaries on the Street
A recent episode of ITV’s Coronation Street
featured a reference to actuaries.
In a brief conversation about turf
accountants, one character described
actuaries as dealing in risk and working for
insurance companies.

10
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Medical factors shaping longevity
Medical and actuarial perspectives on
longevity will be the subject of a one-day
conference, organised between the
Profession and the Royal Society of
Medicine, on 29 September.
The conference programme aims to
provide actuaries and doctors with a better
understanding of current thinking and practice
in both professions, and the opportunity to
develop more knowledge about:
n Different actuarial and medical perspectives
n How these perspectives shape respective
areas of work
n Levels of difference and convergence
between these perspectives
n Relevant issues of public interest and
accountability.
Speakers include:
n Chris Daykin and Dr David Misselbrook
on the principles and perspectives used by

actuaries and doctors;
n Richard Willets and Professor Simon
Capewell on the trends and factors shaping
longevity and whether these trends can
be predicted;
n Neil Robjohns and Dr Stephen Iliffe
on chronic and critical illness trends and
healthy ageing;
n Professor David Melzer on the impact
of new genetic science on the assessment
of longevity;
n Baroness Sally Greengross on the
health, wealth and wellbeing of the
ageing population.
The conference will be held at The Royal
Society of Medicine, 1 Wimpole Street,
London, W1G 0AE.
For more details, please contact 020 7290
2951 or events@rsm.ac.uk. To book a place,
please visit www.rsm.ac.uk/academ/longevity.php

Save the date: Wednesday 29 October 2008

Choosing Population Projections for Public Policy
A conference organised in collaboration
between the Profession and the ILC-UK will
take place on Wednesday 29 October 2008 at
Staple Inn Hall in London
The conference will ask four questions about
mortality knowledge:
1 What do we know about mortality
developments given recent uncertainties
underlying projections?
2 How should we make sense of different
viewpoints about future mortality?
3 What are the implications of different
mortality projections – including their
uncertainties – for policy?
4 How should government govern,
sponsor and use mortality knowledge in
policymaking in the public, financial and
voluntary sectors?

To find out
Kindly sponsored by:
the answers
to these
questions,
put this
date in your
diary. More
information
about the programme and how to register will
be available soon.
High-profile speakers include Mike
O’Brien MP, the minister of state for
pensions reform, and Richard Willets,
longevity director at Paternoster and
member of the Profession’s Continuous
Mortaility Investigation Committee.
For more details, please contact hannah.
bolton@actuaries.org.uk

Knowledge is power
Order the latest books, publications and calculators online, 24/7
Discounts on many titles
wam.actuaries.org.uk/wamci/Sales/template.htm
PUBLICATIONS UNIT, THE ACTUARIAL PROFESSION,
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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Institute welcomes new fellows in four ceremonies: May 2008
Institute president Nick Dumbreck congratulated 207 new fellows of the
Institute at a series of ceremonies at Staple Inn in May.
He told the new fellows and their guests: “Completing the
profession’s arduous examinations is a major intellectual achievement
representing years of dedication and hard work. You have now
completed one of the most difficult sets of exams anywhere in the
world — and you are entitled to be proud of it.
“Our members are busy responding to the changes taking place in
Sami Abdel-Gadir,
David Arthur, Nicki
Ashbee, Richard
Barke, Marion
Bown, Tom Bratcher,
Colin Brown,
Abigail Caldwell,
Ben Canagaretna,
David Century,
Nicholas Chadwick,
Dianne Chua,
Graham Cornish,
Conor Crowley,
Jonathan Daykin,
Kimberley Dixon,
Helena Dumycz,
Friday 2 May
Madiha Hasan, Tom
Heduan, Ferry Jacob,
Abigail Jeffs, Victoria Jenkins, Krishan Kumar, Raakhee Lalwani, Lisa Lawson, Andrew
McGuinness, Tracey McManus, Matt Mandelbaum, Ricky Marsh, Amanda Marie Mellor,
Richard Mills, Grainne Newman, Jane Parker, Colin Parnell, David Passey, Vasumati
Patel, Julia Rule, Sunil Sharma (Mutual Recognition), Garry Swann, Chin Szu Tan, Sarah
Teehan, Nathan Thomas, Lakshmi Vishnampet (Mutual Recognition)

the insurance industry and the pensions industry, our traditional areas
of employment, and we are increasingly moving into new areas of work.
Actuaries work in the fields of investment and the use of derivatives; in
healthcare; in the evaluation and financing of capital projects; in banking
and other financial institutions as the boundaries between insurance and
these institutions overlap; and in an increasingly diverse range of other
activities where our core tools of financial modelling and risk management
are increasingly valued.”
Laura Amerasekera,
Matthew Argent,
William Barnes, Ian
Blomfield, Susan
Brian, Michelle
Burgess, Amy Chau,
Edward Choularton,
John Clements,
Malcolm Cleugh,
Niamh Crowley,
Christopher Darby,
Claire Davidson,
Leanne Davies, Carl
Dolby, Daniel Draper,
Marian Elliott,
Catherine Farnworth,
Friday 30 May, 3pm
Anja Fick, Amit
Ghosh, Christopher
Gore, Andrew Grime, Mark Guiler, Charlotte Halkett, Catherine Hildebrand, Karen
Holness, Nicola Hooper-Greenhill, David Hunt, Emma Jackson, Matthew Johnson,
Alastair Lauder, James Lewis, Melanie Mason, Sophia Mealy, Gemma Mills, Nigel
Modlinsky, Rajeev Mukker, Ann Nestor, Lucy Newton, Brian O’Malley, Nicola
Parkinson, Charlotte Penman, Jonathan Penman, Sarah Pickering, Emma Pointon,
Tyron Potts, Elizabeth Rea, Benjamin Roe, Asmi Shah, Gauri Shah, Mark Smith,
Jeremy
Straker, Clare
Sykes, Frazer
Thomson,16/11/07
Kate Tobin, Elliot
Varnell,
• GB1867
EXACTVAL
Advert
9:24
amTristan
Page 1
Walker-Buckton, Anthony Wallis, Claire Wilton

External Actuarial Valuations

Thursday 29 May
Laura Abreu, Benjamin Ackroyd, Cassandra Archer, Jennifer Barker, Peter Byrne,
Oliver Davies, Johan De La Rey, Clare Edler, Vered Gattenio, Mark Godson, Kelly
Goodger, Stuart Hailwood, Lee Harris, Louisa Harrold, Ashish Hathi, Christopher
Hawley, Paul Hewett, Kathryn Hudson, Thomas Kenny, Isabel Kernthaler, Robin
Kilford, James Knight, James Leeming, Julian Leigh, Jenny McDonnell, Milan
Makhecha, James Mason, Nirav Morjaria, Jason Noronha, Nnamdi Odozi, Oliver
Payne, Stephen Pearce, Nicola Potter, Jay Rajendra, Trudie Rea, Lee Roberts, Gary
Ruffell, Eoin Seager, Paras Shah, Michael Sharpe, James Southall, Andrew Stone,
Richard Stubley, Briony Tepper, Richard Tozer, David Tudor-Griffith, Gerhardus van
Wyngaardt, Richard Watts, Matthew Wilde, James Williams
Dominic Badham,
Stuart Bradbury,
Helen Cahill, Lee
Cannan, Conor
Cassidy, Parvez
Chowdhury,
Jeremy Clack, Nic
Coleclough, Andrew
D’Arcy, Kamshika
De Silva, Adam
Dewdney, Nadia
Donnelly, Michael
Edwards, Philip
Edwards, Ke Feng
Ke, Catherine Gavin,
Adam Gillespie,
Friday 30 May, 11am
Paul Grimsey,
Andrew Harriman,
Owen Hewlett, David Hughes, Richard Hughes, Dan Knipe, Kelvin Kwok, Nicholas
Lax, Rowena Lightfoot, Richard Li Ting Chung, Herbie Lloyd, James McCoy, Jennifer
McCusker, James Maggs, Reinhardt Messerschmidt, Anthony Morgan, Danielle Morgan,
Samuel Mullock, Hui Ng, Patrick O’Sullivan, Karan Panwar, Katy Parkin, Matthew
Phillips, Johannes Rothman, Mark Rowlinson, Sima Ruparelia, Matthew Smith, Shiuan
Soo, Steven Sowden, Ruth Stephens, Gareth Stokes, Adam Todd, Peter Tranter, Hsiao
Tung, Nicholas Vine, Abigail Wallace, Dorian Whitehead, Katie Williams
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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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Is too much studying getting you
down?

Have your say on the
Students Forum
Want to get something off your chest about
studying for the professional exams? Or find
out if anyone shares your views about exam
content? You can exchange views or give
feedback about any aspect of the exam process
or content on the Students Forum.
You can find the Students Forum in the
Students’ area of the Profession’s website at
www.actuaries.org.uk/phpBB2/

Allocation of exam places
The new session course dates have been issued
and bookings are being taken. You can download
the appropriate application form from the
Profession’s website and send it, together with
your payment details, to the courses team. Places
on all courses are allocated on a ‘first come,
first served’ basis. A place cannot be reserved or
confirmed until the completed application and
payment has been received. To help the courses
team allocate a place on your preferred date,
please apply as soon as you are eligible.

Changes ahead for exam
entry forms online
From 2009, personalised exam entry forms will
no longer be issued by post to students.
The exam entry form for the categories of
home, overseas and special overseas rate will
be available on the Profession’s website for
downloading from the start of the entry period.
The online service will also be available for
students paying by credit card.
When downloading an exam entry form,
please complete the correct form for the
relevant category and include your ARN and
name where applicable. Special overseas rates
are only available at specific centres — a list
of relevant centres will be included with the
appropriate form. Students are only entitled to
two attempts at each subject at the reduced rate
and any further attempts will be charged at the
full rate.
Exam entry forms and payments
should be sent separately from any other
correspondence. Payments for publications,
exemptions or courses (including CT9
and CA2) should be made separately to
ensure exam entry fees are received by the
Profession’s exams team in Oxford before the
relevant closing date. Late entries will not
be accepted.
For more details, visit the Profession’s
website at www.actuaries.org.uk

Heriot-Watt University in Edinburgh has gained a
longstanding reputation as a world leading centre for
actuarial teaching and research, the first department of
its kind in the UK. Scotland’s Capital is a major financial
centre, so it’s a perfect city in which to study.
BSc Actuarial Science
BSc Financial Mathematics
MSc/PGDip Actuarial Science
MSc/PGDip Financial Mathematics
MSc/PGDip Quantitative Risk Management
All our actuarial courses are fully accredited by the
actuarial profession – exemptions from the professional
examinations make for a fast-track start to your career.
There’s also the chance for an industrial placement or to
study abroad for a year.
For more detailed information on each of these courses,
check out our website. You can also email
actuarial.science@hw.ac.uk or call 0131 451 8337.

www.ma.hw.ac.uk/ams
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Course updates announced

CT9 Business Awareness
If you joined
the Profession
after 30 June
2004, you will
need to take the
CT9 Business
Awareness
examination.
If you are
working full
time, you are
recommended to take this course within
15 to 18 months of joining the Faculty
or Institute.
Details of the 2008/2009 courses were due
to be announced on 23 June 2008. The courses
will take place in October and November 2008
and January, May and June 2009.
If you are a student based outside the UK,
and unable to attend a local society-run event,
then you are eligible to take part in the distance
learning version of this examination. The pilot
course will run from 21 July to 1 August 2008,
and some places are still available on the pilot
course. For more details, please visit www.
actuaries.org.uk/students/qualifications/bam. The
closing date for applications is 7 July 2008.
As part of ongoing work to develop the
Profession’s website, the examination history
section of the website has been updated and now
includes the CT9 Business Awareness results. You
can find copies of past papers at www.actuaries.
org.uk/students/exams/preparing/exam_papers

CA2 Model
Documentation, Analysis
and Reporting
A number of changes, which are effective as of
1 May 2008, have been made to CA2. To reflect
more accurately the content of the course it has
been renamed Model Documentation, Analysis
and Reporting. The course will cover:
n Documentation of a spreadsheet
n Analysis of the outputs
n Reporting of the approach, results and
conclusions.
Grading will be in line with other courses
and ‘fail notes’ will no longer be issued
for this course. The list of specific results
days for each exam will be available on the
Profession’s website.
If you have to retake this course you can
now take one of three options. You can:
n Attend Day 2 only of a face-to-face course to
take the exam
n Take the distance learning version, either
with or without the pre-course work
(priority will be given to overseas candidates
for these courses)
n Attend a specific one-day Retaker Exam day.

News

When it comes
to accredited
actuarial distance
learning, there’s
actually only

answer.

The new alternative in
actuarial education
As the only university provider of a
professionally
accredited
Actuarial
Science course by distance learning, the
University of Leicester’s Department of
Mathematics is a leading centre for
mathematical research; what you would
expect from a leading university ranked
in the top 20 by the Times Good
University Guide 2007.
This 2-year PGDip covers the profession’s
CT1-8 examinations syllabus including
Financial Engineering, Risk, Contingencies
and Financial Reporting. Its successful
completion, with sufficiently high marks,
offers exemption from the CT1-8
examinations. Having completed the first
stage of becoming a full Fellow of the
Faculty and the Institute of Actuaries,
you will also have the opportunity to
study for a Master’s Degree.
As distance learning is core to our course
provision, rest assured, you’ll be fully
supported through every stage of your
studies. To find out just how far this
course could take you:
Visit: www.le.ac.uk/goto/actuary
Tel: 0116 252 3473
Email: actuary@le.ac.uk

Application forms for each option are available
on the Profession’s website at www.actuaries.org.
uk/students/qualifications/CA2_Module

www.the-actuary.org.uk
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South African Tourism

Education

University of Cape Town

University of Kent education and research conference
The University of Kent has issued an invite to members of the Profession to attend the
Actuarial Teachers and Researchers Conference. The conference is to be held in Canterbury
on 3 and 4 July 2008.
This event provides an opportunity for all those interested in actuarial research and education
to share their ideas and catch up on the latest developments. The schedule includes an
interesting and varied programme of presentations from both academia and industry, which is
expected to appeal to a wide audience.

Opportunities for UK
students in Cape Town
The University of Cape Town in South Africa is
attracting an increasing number of students to
its postgraduate Diploma in Actuarial Science.
Students who attend the university, which was
rated as one of the top 200 in the world, hail
from the UK, Mauritius and elsewhere in Africa.
A local qualification is expected to be in
place by 2010, and until then the Diploma will
be accredited for UK exemptions. The course
features the involvement of practitioners from
the industry and exemption credits are offered
for CA3 and ST5 starting in July. CA1, ST2 and
ST4 begin in February 2009 and it is possible
to complete the Diploma in 10 months,
depending on your choice of subjects. You can
also upgrade the Diploma to a Master’s Degree
by completing a dissertation. The ST range of
subjects is run jointly with the neighbouring
University of Stellenbosch. For more details,
please
contact Shivani.Ramjee@uct.ac.za
TAN_Actuary_r1v2:Layout
1 22/1/08

Speakers include:
3 July

Andrew D Smith – Deloitte
Dr Pradip Tapadar – University of Kent
Chris Sutton – Watson Wyatt
Dr Iain Currie – Heriot-Watt University
Richard Plat – University of Amsterdam and Eureko / Achmea Holding
Paul Kennedy – Professional Oversight Board

4 July

Andrew D Smith – Deloitte
Prof Dr Erzsebet Kovacs – Corvinus University of Budapest
Dr Enrico Biffis – Tanaka Business School
Dr Jaap Spreeuw – Cass Business School
Guy Thomas – University of Kent
A/Prof John Shepherd – Macquarie University
Dr Trevor Watkins – The Actuarial Profession

The conference qualifies for up to eight hours’ CPD credit for those who attend both days (a
one-day option is also available).
For a registration form and further details, including the draft programme, please see
www.kent.ac.uk/IMS/actuarial/newsevents/atrc.html
16:11
Page 1

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
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Longevity launch
expands pension
scheme options

QBE backs away from IAG offer

Pension Corporation, which was set up by
the former Duke Street Capital boss, Edmund
Truell, has launched an insurance offering for
defined benefit pension schemes.
The product was designed to cover the costs
of acceleration in mortality improvements
beyond a scheme’s expectations in return for
fixed annual premiums. The insurance-based
offering, which under Financial Services
Authority rules is not a derivative, is written on
a scheme-specific basis without reference to any
population-based mortality index.
Pension Corporation believes it will
be an attractive product to large pension
schemes for which the buyout option would
be unaffordable.
The product is the latest addition to the
longevity risk management bestiary, which up
to now has included JPMorgan’s longevity swap
and Pensions First’s investment-based solution.

Australian insurer QBE has abandoned its
attempts to take over Insurance Australia
Group (IAG). After revising its offer twice in
recent weeks, QBE finally withdrew the cash
and shares offer, commenting that its bid still
fell well short of IAG’s expectations.
A QBE statement said: “IAG’s shareholders
would have benefited from substantial
earnings per share accretion in year one from
the significant synergies and diversification
benefits of the merged group.”

In a statement to the Australian Stock
Exchange (ASE), IAG said the offer was
“priced opportunistically to take advantage
of the short-term weakness in IAG’s share
price, primarily caused by a low point in the
insurance cycles of IAG’s core markets”.
Further indications of weakened
performance from IAG are likely to come
under scrutiny in the Australian market.
If accepted, it would have been the largest
insurance sector takeover in ASE history.

Maurice Greenburg
landed with Wells notice

Whither the with-profits actuary?

The US Securities and Exchange Commission
has sent a Wells notice to Maurice ‘Hank’
Greenberg, the former chief executive of
American International Group (AIG).
A Wells notice is often followed by civil
charges in a US court. The notice outlines
the proposed charges and offers Greenberg’s
lawyers the chance to present arguments
against them. It relates to his role in a financial
reinsurance deal between AIG and Warren
Buffett’s General Re.
The charges are likely to centre around
a telephone conversation Greenberg is
alleged to have had with senior staff at Gen
Re. Greenberg, who is also AIG’s largest
shareholder, has avoided criminal charges to
date and has always denied any wrongdoing
in the affair.

First FTSE 100 firm to
de-risk pension scheme
Paternoster has won the tender to secure
member benefits under the defined benefit
pension scheme of Lonmin. It will be the first
company in the FTSE 100 to de-risk its pension
liabilities by ceding risks to an insurance group.
Paternoster also recently launched a ‘buyout
affordability index’, which helps to monitor
the effect of market movements on the cost of
a buyout.
Early figures show that widening credit
spreads in the first quarter of 2008 reduced the
cost of funding a buyout. However, improved
perceptions of future market liquidity and the
resultant narrowing of credit spreads increased
the cost of the buyout option in April by 3%.

www.the-actuary.org.uk
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A recent survey by GAAPS Actuarial has
indicated an increasing trend among life
companies to outsource their with-profits
actuary (WPA) function.
Carried out over six months, the
survey found that as many as 42% of WPA
functions were now being outsourced to
external providers.
GAAPS managing director Dr Geraldine
Kaye commented: “One reason for this drive
to outsourcing might well be the terms of
reference governing the responsibilities and
conduct of a WPA, which are increasingly
complex and burdensome.”

Serving as a WPA also bars the employee
from serving on the board of directors. The
complex compliance and independence issues
mean that the function is often best handled
by experts.
“This opens up two distinct opportunities
from a career point of view,” Dr Kaye said.
“There is now the opportunity of working for
consulting firms, which are increasingly being
appointed to undertake the role of WPA.
“On the other hand, for those more
interested in pursuing a managerial role, the
traditional life offices might offer a more
defined career path.”

Varied views on variable annuities
Watson Wyatt recently held its seventh debate in a series discussing
strategic financial services industry-wide issues. The motion discussed
was: This house believes that variable annuities provide peace of mind
at a fair price.
Proposing the motion were Mike Kalen, president and chief
executive officer at Hartford Life, and John Jenkins, senior strategy
development manager at Axa/Winterthur Wealth Management. The
opposers were Ian Owen, chairman of Partnership Assurance, and Tom
McPhail, head of pensions research at Hargreaves Lansdown.
Collette Dunn
A total of 57% were in favour of the motion, with the remainder
failing to be swayed by the proposers’ arguments. Differing views also emerged over the
annual fund charge percentage deemed acceptable to consumers for minimum income
guarantees — 74% settled on 1% or less per year, with 8%
suggesting that more than 1.5% could be levied.
Debate chair, Collette Dunn, said: “This was the most wellattended debate we have had to date, which in itself — on the night
of the Champions League final — shows the strong interest there is
in the industry about variable annuities. What we saw was a strongly
polarised debate. While the majority of the audience believed
variable annuities to be a valuable product for consumers, more than
40% are yet to be convinced.”
Mike Kalen
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QIS4 — a half-baked approach?
A survey by Watson Wyatt has found that,
although most UK insurers say they will
participate in QIS4, less than 35% will be
conducting an advanced recalculation in line
with current QIS4 requirements. Its research also
highlights that only 15% of those surveyed have
performed a formal Solvency II gap analysis.
QIS4 is part of the process of assessing the
likely impact of Solvency II regulations on
the capital requirements of life and non-life
insurers, and is due to be implemented in 2010.
Not complying fully with the requirements
of each impact study could reduce the time a
company has to react to any increased capital
requirements under the proposed regulation.

“Insurers that discover early enough that parts
of their business generate excessive capital
requirements under the standardised approach
are giving themselves time to react,” said
Mark Chaplin, global head of risk and value
management services at Watson Wyatt.
“Options include campaigning to change the
relevant part of the framework, preparing to
apply for internal model approval, altering the
risk profile of the business, for example, by
taking risk mitigating actions or redesigning
the products sold, or, if necessary, raising
new capital. Delaying key preparation work
runs the real risk of nasty surprises later in
the process and may put companies at a

Mark Chaplin: a risk of nasty surprises

competitive disadvantage to those taking
earlier action,” he warned.

Swiss Re struck again by CDS deal fall-out
Swiss Re, the world’s largest reinsurer, has
taken a further hit from the structured credit
default swap (CDS) deals that blew a hole
in its 2007 full year results. The group cited
continuing turmoil in the credit markets as the
key driver behind a 52% drop in earnings per
share for the first quarter of 2008 compared to
the previous year.
Despite being in run-off, the structured
CDS deals continue to be affected by price
volatility of the underlying securities. The
mark-to-market loss for the first quarter of 2008

was SFr819m arising from these deals alone. A
further loss of SFr200m for April is anticipated.
Swiss Re also recently released a new
sigma report entitled ‘Non-life reserving:
improving on a strategic challenge’. The study
examined how insurers can improve reserving
methodologies and the particular relevance of
reserving for long-tail lines of business such
as liability.
“Insurers are increasingly recognising that
they have to pay more attention to reserving,”
explained Rudolf Enz, the author of the study.

Insurance contract law in need of reform
The Law Commission has released a summary
of responses to its consultation paper,
‘Insurance contract law: misrepresentation,
non-disclosure and breach of warranty by
the insured’.
The process found that there was wide
consensus across the industry that insurance
contract law is in need of reform. Of the
39 responding insurers and insurance
organisations, only four were against reforms.
Many felt that confidence in the industry
would be improved by having a clearer and
simpler legal framework.
Insurers generally welcomed the

commission’s attempts to enshrine the
Financial Ombudsman Service’s approach into
law, such as in the following instances:
n Abolishing consumers’ legal duty to
volunteer information
n Providing insurers with proportionate
remedies for negligent misrepresentations.
The commission plans to draft legislation
covering this part of the project as a priority.
A draft bill and report should be ready by the
summer of 2009.
A paper summarising responses is available
at www.lawcom.gov.uk/docs/ICL_summary_of_
responses.pdf

BDO Stoy Hayward a great place to work
BDO Stoy Hayward has been named among
the top 50 best workplaces in the UK,
according to the Great Place to Work Institute
UK’s annual rankings. BDO received a special
commendation for its commitment to
employee development and welfare.
The institute assesses the level of
trust in organisational relationships by
analysing employee responses to its Trust
Index Employee Survey and Culture Audit
Management Survey.
The UK’s Best Workplaces Programme forms
part of the world’s largest scheme to recognise
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excellence in people management.
Williams Johnson Mota, business
development and sales manager at the
institute, said: “BDO has managed to balance
a dynamic culture with a commitment to
business excellence. It has instigated policies
that facilitate the personal and professional
development of employees. Other firms would
do well to emulate the best-practice human
resources management policies BDO employs.
Effective people management delivers greater
productivity and lowers costs through reduced
employee turnover.”

“Shareholders are becoming more reluctant
to accept that blocks of business originally
identified as being reasonably profitable could
instead trigger substantial losses. At the very
least, they want to understand when and why
such revisions take place.”
The report also examined relationships
between reserving and the insurance price
cycle, and the impact of improved reserving
approaches on compliance and investor
relations. The report can be downloaded from
www.swissre.com/sigma

Swan Hill scheme is
first win for Pension
Insurance Corporation
Pension Insurance Corporation (PIC), the
insurance arm of Pension Corporation, has
won the mandate to secure the benefits of
the Swan Hill Pension Scheme. The £75m
transaction is the first for PIC.
James Hyslop, chairman of Swan Hill
Pension Scheme Trustees, commented:
“The trustees are pleased to be able to
announce that we have secured our members’
benefits with PIC. In addition to the security
provided by a Financial-Services-Authorityauthorised insurance company, PIC has
demonstrated a real focus on looking after our
members through its prudent and cautious
approach to managing pension scheme assets
and liabilities.”

Apology
The June 2008 edition of The Actuary carried
a news item entitled ‘Pension Corporation
reaches Telent agreement’ (p21). This
item incorrectly stated that agreement had
been reached ‘…with the Financial Services
Authority’. This should have read ‘…with
the Pensions Regulator’. Apologies for any
confusion caused by this error.
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From the world of general insurance
Solvency II
Anthony Menzies, a partner at Clyde &
Company, has refuted suggestions that the
introduction of the Solvency II regime in Europe
will cause an exodus of insurance captives from
affected domiciles. He believes that such a move
is unlikely, as the new regime will still apply if
the business is conducted within the European
Union. In addition, there are dangers for a
company to market itself as being subject to less
stringent regulatory requirements.
At the end of April, the Comité Européen
des Assurances (CEA) expressed concerns
over certain aspects of the new draft Solvency
II regime, in particular the proportionality
principle and the economic-based supervision
of groups. The CEA, in their response to
the consultation papers put forward by
the Committee of European Insurance and
Occupational Pensions Supervisors, had some
worries that the objectives of the group support
regime would be undermined.
Karel Van Hulle, director-general of internal
markets and services of the European Union,
who has described the Solvency II regime
as “the new beating heart” of the European
Commission, applauded the member states for
their positive negotiating on the details of the
regime and praised the industry for its active
involvement in the process. In addition, he
described the collateral rules used by regulators
in the US as “medieval”, and criticised the fact
that there are 52 different state regulators in
the US system.

ratings with a stable outlook.
At an insurance conference in London in
May, Stephen Catlin, the chief executive of the
Catlin Lloyd’s agency, told delegates that he
expected the impact of the sub-prime crisis to
develop over a period of five years, and to have
a potential for class actions which is double
that following the collapse of Enron in 2001.
He further stated that his own company
had been surprised to find that 95% of their
Collaterised Debt Obligation investments
had turned out to have underlying security
in sub-prime mortgages, and believed this
resulted from a lack of scrutiny by the
investment advisors.
American International Group (AIG) has
suggested that it may suffer economic losses
of up to $2.4bn from the sub-prime mortgage

For more news
More news on the following items
can be found on the website:
n SCOR/Converium
n RBS insurance subsidiaries
n Scheme of arrangement for EW
Payne underwriting pools
n Jobs
n Climate change
n Large losses
Visit www.the-actuary.org.uk/
category/news/industry

News

crisis, following stress tests carried out to
estimate its exposure. This is an increase
from the $0.9bn previously stated. The
revised figure is more consistent with the
predictions of the credit rating agencies Fitch
and Standard & Poor’s. In spite of the fact
that AIG has successfully completed a $20bn
capital-raising exercise, another credit rating
agency (Moody’s) has lowered its debt rating
on the company and all its subsidiaries from
Aa2 to Aa3.

Lloyd’s and Schwarzenegger
At the end of April, Lord Levene,
the chairman of Lloyd’s, met Arnold
Schwarzenegger, the governor of California,
in Sacramento, as part of the market’s
campaign against the US reinsurance
collateral rules. These regulations require
‘alien’ reinsurers to provide collateral equal
to 100% of the gross premium received for
US-domiciled reinsurance business. Lord
Levene is hoping to persuade US regulators to
follow the recent lead of Brazil in abolishing
its 100% collateral rule. It is understood that
the meeting in Sacramento also included
discussions on climate change, which both
men see as an important issue.
A large majority (over 99%) of Lloyd’s
members voted at an extraordinary general
meeting in mid-May in favour of the UK
Treasury’s proposed amendments to the Lloyd’s
Act 1982. The changes would, among other
things, abolish the requirement for insurance
business placed in the Lloyd’s market to be
handled by an accredited Lloyd’s broker.

A review of the UK Financial Ombudsman
Service has recommended the introduction of
a “name and shame” system, a development
that has not met favour with insurers. In
addition the review suggests an awards
scheme which would rate companies on
their performance in handling complaints.
There is some concern that both of these
proposals would be based on historic
information and products, which may not be
relevant for the future.
The Financial Services Authority has
published a discussion paper on transparency
in the insurance industry and this is thought
likely to lead to more regulatory intervention
in relation to the increasing convergence
between insurers and distributors, with the
resulting increase in the potential for conflicts
of interest. There is some concern within
the industry that such further red tape could
lead to a significant increase in the risk of
insolvency for high street brokers.

US sub-prime mortgage crisis
Swiss Re has reported a further loss of SFr819m
on structured credit default swaps during the
first quarter of 2008, plus a further SFr200m
during April. This is in addition to the SFr1.2bn
charge in the previous quarter, and the latest
disclosures led to a sharp fall in the company’s
share price. Nevertheless, the credit rating
agencies Moody’s and Fitch affirmed their
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Other regulatory developments

Pollution developments
The UK implementation of the EU Environmental Liability Directive, scheduled for
December 2008, will significantly extend the legal requirements on how companies
respond to incidents which involve environmental damage. In addition, it is believed
that the legislation will increase the cost of environmental clean-up in the UK. The new
legislation (now in a draft form for consultation) is a complete rewrite of the law, rather
than an amendment to existing rules, and will be the primary regime, in place of the
existing Contaminated Land Regime, Waste Regime and others. In addition, it is stronger
than the previous consultation, in that it has extended the scope of the regulations to
include species and habitats in sites of special scientific interest, and also imposes a legal
duty on the regulator to investigate any notified allegation of environmental damage by
interested parties. It is estimated that the new regime will significantly increase the cost
to businesses, especially those in the farming, water and waste disposal industries. The
imminent implementation of these rules means that liability policies being renewed at the
present time will need to cater for the revised arrangements.
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100 years and counting

Amy Guna meets Edward Meredith Smith
This month I had the great privilege of
meeting Britain’s oldest actuary, Mr Edward
Meredith Smith (‘Meredith’). Born on 16 May
1908, Meredith recently celebrated his 100th
birthday, and took some time out to tell me
about his 44-year career.
Meredith’s desire to become an actuary
was triggered by a BBC radio programme on
the actuarial profession in 1923, only a year
after the BBC was established. At the age of
16, he left school and set about trying to find
his way into one of London’s many insurance
companies, and eventually secured himself a
role as a clerk with Sun Life Assurance Society
in the City of London.
He stayed in this role for a year and half,
before joining the firm’s actuarial team, where
he spent the remainder of his career. Meredith
became a member of the Institute of Actuaries
in 1928 and attained fellowship status in
1936. He still recalls the demanding route to
qualification and cites it as one of the defining
memories of his career. In particular, he recalls
having to work extensive overtime to complete
the company valuation following the great
stock market crash in 1929, which required
him to sacrifice his exams for the year.
Meredith’s career spanned an era of great
technological change, and he described
one of his most memorable projects: the
mechanisation of Sun Life. When he joined
Sun Life, the company relied on punch card
machines to perform calculations (aside

from the team of
number-crunching
actuaries whose
processing speed
often rivalled that
of their mechanical
colleagues). In the
early 1960s, as the
industry moved
into an age of more
modern computing
power, Meredith was
placed in charge of
the project to purchase and implement a new
computer installation on a budget of more
than £400 000 (a great deal of money at the
time). Under Meredith’s management, Sun
Life became the first UK life office to update its
records every day using a computer.
Travel featured heavily in Meredith’s career
and his work took him on frequent trips to
Paris, and to other parts of Europe. He also
crossed the Atlantic to find out more about the
mechanisation of life offices in Canada and
North America, although he came back with
the firm belief that the UK was well ahead in
terms of efficiency.
Meredith retired in 1969 and still resides in
Kent where he has lived since 1929 and where
he continues to enjoy his retirement.
A mere five years into my own career, it
was both fascinating and inspiring to hear
him speak about his experiences as an actuary,

Edward Meredith Smith celebrates his centenary
and prompted me to think about the stories
of revolution and change that the current
generation of actuaries will no doubt be sharing
with future generations.
Amy Guna

Memoriam for Jackie Millar

Births

The ashes of Jackie Millar, who helped to
run the Actuarial Tuition Service at Staple
Inn from 1967 to 1987 and who, sadly, died
last September were formally scattered in the
Rose Garden at Staple Inn this April. A short
ceremony was led by her husband Jim Lagden
whom she married in 1980, with a reception
following at Staple Inn.
Jim, a partner at Bacon and Woodrow
until 1966, left the actuarial profession to
enjoy the wider fields of arts and community
festivals, historical walks and talks and local
history museums. However, he could not resist
returning to write up the annual Students
Society (now SIAS) Supper Entertainments
with Bernie Fisson and many others, including
Jackie, and this is how the couple first met.
Jackie, who knew many of the actuarial
students at the time, assisted Jim in founding
FIASCO magazine in 1979. The magazine, a
forerunner of The Actuary, was intended as a
light-hearted magazine for SIAS. Later, in 1990,
Jackie and Jim were also involved in launching
The Actuary magazine.
Over the years they developed a joint
affection for the historic buildings of Staple Inn
and they were delighted to gain permission for
this ashes ceremony and for Jim’s wish for his
ashes to join Jackie’s in due course.

n Karen and David Broadbent are proud to
announce the birth of their first child on 23
April 2008, a daughter, Amelia, weighing
7½ pounds.
n Gareth Mee (Ernst & Young) and his wife
Laura are delighted at the arrival of their new
daughter Zahara, born on 10 May 2008.
n Jeff Wood (Barclays Capital) and Shannon
Wood (PricewaterhouseCoopers) are proud to
announce the arrival of their first child, Henry
James, born on 6 May 2008.
n Shafique Bhunnoo (Alico AIG) and Zareen
Bhunnoo are proud to announce the birth of
their son Tahir Ahmad in May, in Dubai. His
three older sisters are all thrilled and think
mum and dad can stop having children now!
n Aoife Martin (PricewaterhouseCoopers)
and Simon Martin (Aon) are proud to
announce the birth of their daughter,
Isabelle Sophie, who was born on 16 May
2008, a sister to Emilie.

Jackie Millar with Jim Lagden
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Deaths
n Raphael Francis died on 11 June 2008, aged
86. He became a fellow of the Institute in 1954.
n Howard Cyril John Sealey died on 7 June
2008, aged 53. He became a student of the
Institute in 1986.
Please send details of births, deaths and marriages to
announcements@the-actuary.org.uk
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If you have any newsworthy items for these pages, please email Amy Guna at social@the-actuary.org.uk

Actuaries honour climate change pioneer

Buzz Aldrin, seated, above. Jimmy Greaves inset

1966 and all that

Guarded by the Edmonton Sea Cadets,
serenaded by the Militaire Orchestra, and
presided over by the Lord Mayor Locum
Tenens, around 200 liverymen of the
Worshipful Company of Actuaries and their
guests were well entertained at their Annual
Banquet at Mansion House on 28 May 2008.
Principal speakers were Lord Levene of
Portsoken (the Lord Mayor Locum Tenens) and
the Swiss ambassador to the UK.
A highlight of the proceedings was the
presentation by master, Chris Ide, of an
award of honour to actuary John Coomber
for his outstanding contribution to the
actuarial profession.

Chris said: “As head of Swiss Re,
Coomber, who was the first foreign CEO
of the Zurich-based company, became
convinced that climate change has
become the world’s number one risk and
endeavoured to raise awareness with the
business community and policy makers.
Since retiring, he has sustained his
commitment to promoting a low-carbon
economy; taking on the role of chair
of trustees of the Climate Group, an
independent, not-for-profit organisation
dedicated to advancing business and
government leadership on climate change.”
Brian Ridsdale

Richard Shaw describes how he turned SIAS event
a hobby into an alternative
investment strategy

Karaoke Challenge, 28 May 2008

Collecting autographs and
football-related memorabilia
has been a pastime of mine
for a number of years. It
started innocently enough
in 1996 with a Stanley
Matthews-signed first day
cover (FDC) 5000 limited
edition issue but has since
escalated in more recent years
with attendance at various
conventions, where the
famous and not-so-famous
sign items for a fee.
By chance this has evolved
into an attractive investment proposition,
with many items registering significant price
increases over short periods of time. For
example, an Alf Ramsey-signed Euro ’96 coin
FDC from 1997 costing £14.95 now trades at
around £175 to £250. Actuarial mortality plays
a big part in pricing as values for famous people
often rocket when they are sadly no longer
around, even if they have signed many items
in the past.
About 90% of my collection are signed
FDCs, with the rest being an assortment of
signed football programmes, pictures and
other items. Whereas football is the dominant
theme, there are many signatures from WWII
personnel, Apollo astronauts, politicians, world
leaders, film, television, and many other sports.
Pride of place would have to go to my
England 1966 World Cup-winning team
collection, where I have amassed a total of
about 230 separate items signed by at least nine
of the team that played in the final against
West Germany.
A close second would have to be the large
collection of signatures from the men who flew
the Apollo space missions, such as Buzz Aldrin
and the Russian Alexei Leonov, who was the
first man to walk in space.
So, if you are ever on eBay bidding
against ‘rickhorgen’, then you know who the
competition is.
Richard Shaw
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Review by James Williamson
“Why did no-one throw their underwear at
me?” was perhaps the only, if slightly surprising,
complaint to be heard at the post-exam karaoke
party at the O’Neills bar in Soho. Andrew Webber
of Barnett Waddingham was dismayed that his
cover of Sinatra’s New York, New York had failed
to inspire the same adulation as Aon’s Peter
Robertson who had treated the audience to a
prime rendition of a Killers’ hit.
Rumour has it the underwear in question
belonged to one of the Spice Girls, who later
performed an energetic cover of Wannabe which
really got the crowd going. Scary Spice, aka
Nilantheny Christie of AIG, definitely looked the
part with mad hair and an attitude to match.
Paul Coker of High Finance covered a couple
of noisier songs, including an enthusiastic
version of Alice Cooper’s classic track Poison.
Jacobina Gurney, his biggest fan on the night
and who was undoubtedly captivated by the
performance, seemed equally inspired by the
“funny shoes” he was wearing.

As with most karaoke nights, it had taken
a few drinks before inhibitions could be
forgotten, so the free glasses of wine courtesy
of SIAS went down a treat. It certainly seemed
to work on PricewaterhouseCooper’s Alvin
Kissoon who was the first on stage, giving a
great performance of a Girls Aloud number.
Nilantheny Christie was later quoted as
saying: “All he needed was a skirt and he could
easily have been mistaken for Cheryl Cole.”
Honourable mention must also go to the guy
who displayed some superior dance moves
during Michael Jackson’s Billie Jean, and the
girl who sang Blondie’s Heart of Glass. Special
thanks also to our karaoke compere for a job
well done and for having such an extensive list
of songs.
Later on, a live band got set up, the doors
opened to the wider public, and the music
played late into the evening.
A great night was had by all. It was the
perfect way for actuaries to let their hair down
after studying so hard for the April exams.

The ladies claim victory in the karaoke challenge
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Tuesday 22 July
Stochastic Mortality Made Easy
Staple Inn,
5.30pm for 6pm

Friday 25 July 2008
Summer Boat Party
Golden Jubilee
Embankment Pier
6.15pm til late

Saturday 30 August 2008

Sessional Meeting
The purpose
of this paper,
presented
by Paul
Sweeting,
pictured, is to
give actuaries
an easy-touse approach
to modelling
stochastic
mortality.
While the
approach
described
can be used with tailor-made projections, it can

also be applied to published base tables and
improvement factors. The methodology is not
particularly new or ground-breaking, however, it
is hopefully accessible and will allow actuaries to
use a stochastic approach to mortality projections
more easily.
Paul Sweeting works for Munich Re as a
longevity strategist. As well as being a fellow of
the Institute of Actuaries and a CFA charter holder,
with more than 15 years’ experience in pensions,
investment and longevity, Paul is also an honorary
visiting fellow at Cass Business School and a
senior visiting fellow at the Pensions Institute.
He has written a number of articles on pensions,
investment and longevity issues and is a regular
speaker at conferences.

SIAS social event
There’s plenty of fish in the sea, so why not come
along to the ‘traffic light’ boat party and see
what you can catch! Wear green if you fancy your
chances, amber if you’re tempted to be hooked or
red if you have already netted a good catch.
The action will kick off at 6.15pm at Embankment
Pier. Be sure to be on time as the boat will leave at
6.30pm on the dot. Once aboard you will be greeted
by welcome drinks and then the real party begins.
Be ready to set sail and be blown away for an actionpacked evening along the Thames, full of dancing,

entertainment and plenty
of food and drink.
Tickets are like gold
dust, so be sure to
reserve them quickly.
Tickets cost £10 for
members and £15 for
non-members. To reserve
a place, please email
nilantheny.christie@aig.
com by Friday 18 July.

SIAS social event

Five-a-side Football
Catford Powerleague
London SE6

SIAS’s long-running and very popular five-a-side
football tournament returns this August. If you
fancy making a stand for England this year then
get your studs out and come down to the Catford
Powerleague. Place are limited and awarded on a

‘first come, first served’ basis, so get your teams in
fast. Teams of up to seven people can be entered for
£50 plus £5 for every non-SIAS member. Send your
e-mails to James Williamson at james.williamson@
barnett-waddingham to reserve your place.

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

Events
Actuarial Profession
Monday 30 June
Institute AGM and
Presidential Address
Staple Inn Hall, London
Tuesday 1 July
Pensions networking
evening: Pensions
accounting reform
Staple Inn Hall, London

Using strategic
concepts (CPD)
Staple Inn Hall, London

Business principles
— aim for the top
Staple Inn Hall, London

Thursday 10 July
Two-day event:
Fellowship course in
professionalism, Oxford

Thursday 11 September
CPD event:
Professionalism event for
experienced actuaries
London

Sunday 13 July
ASTIN Colloquium 2008
Manchester Town Hall

Thursday 3 July
Two-day seminar:
Stochastic reserving and
modelling
Staple Inn Hall, London

Monday 21 July
Groupe Consultatif
Summer School 2008
Institut de Sciences
Financiere et d’Assurances,
Lyons

Tuesday 8 July
One-day workshop:

Wednesday 3 September
One-day workshop:

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 Clara
Hughes
E social@sias.org.uk
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Association of
Consulting Actuaries
Meetings held at Jolly
Hotel St Ermin’s, Caxton
Street, London SW1 unless
otherwise stated, 5.30pm,
dinner at 7pm for 7.30pm.
Secretariat
T +44 (0)20 7382 4594
E tracey.gleed@aca.org.uk
Birmingham Actuarial
Society
Meetings held at 5pm
for 5.30pm, followed
by drinks locally. Nonmembers welcome.
Hon sec Thomas Alden
T +44 (0)121 633 6786
E thomas.alden@
landg.com
Bournemouth
Actuarial Society
Meetings held at 6.30pm.
Non-members welcome;
contact hon sec.
Hon sec Jacky Cheung
T +44 (0)1202 292333
x2149
E jacky.cheung@liverpoolvictoria.co.uk
Bristol Actuarial
Society
Meetings held at 5.30pm,
with tea from 5pm.
Hon sec Nicola Smith
T +44 (0)117 989 3144
E nicola.j.smith@axasunlife.co.uk

Tuesday 23 September
Conference:
General Insurance
Convention (GIRO) 2008
Sorrento, Italy
Monday 29 September
One-day workshop:
Using strategic
concepts (CPD)
Staple Inn Hall, London
Association of
Consulting Actuaries
Monday 21 July
Golf Day
West Byfleet Golf Club

Channel Islands
Actuarial Society
Meetings held at BWCI,
St Peter Port,
Guernsey,
5.15pm for 5.30pm,
unless otherwise stated.
Sessional meeting
monthly.
Hon sec David Peel
T +44 (0)1481 728432
E dpeel@bwcigroup.com
Faculty of Actuaries
Students’ Society
Sessional meetings held
at Standard Life House,
Edinburgh, 5pm for
5.30pm. Contact 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
Resolution,
287 St Vincent Street,
Glasgow, G2 5NB
Hon sec Susan Morgan
T +44 (0)141 275 8208
E susan.morgan@
resolutionglasgow.com
Groupe Consultatif
Actuariel Européen
Sec Michael Lucas
T +44 (0)1865 268218
E mlucas@gcactuaries.org

London Market
Actuaries Group
Monday 14 July
Sessional Meeting

Thursday 4 September
Meeting: Local Group
Liaison Committee
Westminster, London

Thursday 18 September
Sessional Meeting

Monday 15 September
Hot topic seminar:
Trustee self-assessment
Westminster, London

National Association
of Pension Funds
Thursday 10 July
Training course:
What is trusteeship?
Westminster,
London
Tuesday 15 July
Meeting:
DC pensions
connection meeting
Westminster,
London

Tuesday 23 to Thursday
25 September
Training course:
Trustee for today’s trustee
Westminster, London
Tuesday 30 September
Training course:
Inside investment
Westminster, London

Thursday 17 July
Hot topic seminar:
Small schemes
Westminster, London

Pensions Management
Institute
Tuesday 23 September
PMI Autumn Conference
Sheraton Park Lane Hotel,
London

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

National Association
of Pension Funds
NIOC House,
4 Victoria Street,
London
SW1H 0NX
T +44 (0)20 7808 1300
E napf@napf.co.uk

London Market
Actuaries Group
All meetings are 12.30pm
at the Old Library, Lloyd’s.
Chairman Armoghan
Mohammed
T +44 (0)20 7213 5906
E armoghan.mohammed@
uk.pwc.com

Norwich Actuarial
Society
Meetings usually held at
the offices of Norwich
Union, Surrey Street,
Norwich NR1 3NG.
Hon sec Gemma Thompson
T +44 (0)1603 684 460
E gemma.thompson@
norwich-union.co.uk

London Market
Students’ Group
Chairman Emma
Blackhurst
T +44 (0)1372 751 060
E emma.blackhurst@
emb.co.uk
LSE Actuarial Society
(London School of
Economics)
President Yici Zhou
T +44 (0)7818 262232
E su.soc.actuarial@lse.ac.uk
Manx Actuarial Society
Meetings held at 5.30pm
for 6pm.
Hon sec Joanne Hadfield
T +44 (0)1624 821212
E joanne.hadfield@
fpiom.com

Pensions Management
Institute
PMI House,
4-10 Artillery Lane,
London
E1 7LS
Contact Vince Linnane
T +44 (0)20 7247 1452
E pmiservices@pensionspmi.org.uk
Society of Actuaries
in Ireland
102 Pembroke Road,
Dublin 4.
Details of all forthcoming
meetings can be found on
the Society’s website.
T +353 1 660 3064
E info@actuaries.ie
W www.actuaries.ie

Calendar

Staple Inn Actuarial
Society
Tuesday 22 July
Sessional Meeting
Staple Inn Hall,
London
5.30pm for 6pm
Friday 25 July
Summer boat party
Golden Jubilee
Embankment Pier,
London,
6.15pm
Worshipful Company
of Actuaries
Tuesday 15 July
Installation dinner,
Haberdashers’ Hall,
West Smithfield.
Reception 7.00pm
Dinner 7.30pm.
Guest Speaker:
Peter Nelson,
Assistant Town Clerk,
City of London Corporation

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

Climate change

A change in the weather
Tony Brooke-Taylor provides a regulator’s viewpoint on the role of insurers in managing the
effects of climate change

T

Tony Brooke-Taylor
is head of wholesale
insurance at the
Financial Services
Authority (FSA),
supervising the Lloyd’s
and commercial
insurance and
reinsurance markets.
He is also responsible
for mitigation of the
risks to the FSA’s
statutory objectives
presented by the
impact of climate
change on the
insurance industry.

More features online
The following features can be found
exclusively on The Actuary website
this month:
n Oliver Bettis warns of the effects
of energy consumption on economic
growth
n Gordon Morrison and Nick Robins
examine the strategic investment
implications of climate change
n Rodney Bonnard looks at the
increasing need for a robust
assurance background to capital
modelling
Visit www.the-actuary.org.uk/
category/features
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he insurance industry is taking serious
notice of climate change in all its activities
— from product design and underwriting
through management of its own risk and
capital to developing risk management solutions
for policyholders. In March 2008, a survey
of insurance industry analysts placed climate
change as the number one risk to the industry.
By contrast, a recent survey of the Actuarial
Profession by the Climate Change Working Party
suggests that we are somewhat behind the curve
in understanding the implications of climate
change for our roles and for our employers. This
article looks at the way in which climate change
is influencing some of the areas of insurance
activity most relevant to actuaries.

Risk management
Actuaries working for and advising insurance
companies have a crucial role to play in the
risk-management activities of these firms. It is
impossible to manage the risks of any business
without considering the immediate and longterm impact of climate change.
We will consider some aspects of modelling
below; however, this is only one part of the
risk and capital-management framework.
Actuarial advice can be invaluable in framing
risk appetite. One of the key challenges in this
context lies in understanding how individual
exposures are linked to one another.
While insurance is founded on the principle
that a portfolio of risks diversifies, the unexpected
aggregation of individual risks can cause
enormous problems. This threat can be addressed
from the bottom up and from the top down,
and the two approaches can combine to give
management some insight into the risks that the
business is running. An example of bottom-up
aggregation analysis is the mapping of property
exposures to provide a picture of the aggregate
risk presented in, say, one geographical area.
While such bottom-up analysis is an
important, basic risk-management tool, it
cannot be relied upon to provide a complete
picture of aggregate risk. Although the 2007
floods in the UK may not be a manifestation of
climate change, they provide a good example.
The major household insurers now employ
detailed and accurate digital flood mapping
technology to help manage their risks.
Nevertheless, the industry was surprised by
the nature of the floods. No matter how well
we think we understand risks, we must always
consider the possibility that we have missed
something. This can be addressed through
consideration of scenarios — an exercise
requiring more imagination than analysis,
perhaps, but nevertheless one to which an
actuary can add a great deal of insight.
As well as considering previously unobserved

types of loss, scenarios can also help to
make connections between risks that might
previously have been regarded as uncorrelated.
Remaining with the property theme, risks that
are geographically separate could be exposed
to the same event — for example, if climate
change affects the paths taken by windstorms
or increases their severity so that they can
create longer and wider tracks of destruction.
We must not be too quick to dismiss apparently
implausible scenarios. Regardless of how rapidly
climate science improves, it is clear that we are a
long way from understanding the implications of
climate change for future weather events.
Aggregation of risk is not limited to the
insurance portfolio — it spans the entire risk
spectrum of a business. Certain types of event
can lead to losses in the asset portfolio as
well as the insurance book and, if these are
coupled with operational losses, the impact
can be disastrous. Climate change is likely to
have a strong but unpredictable effect on the
frequency and severity of many events of the
type that can lead to such aggregations.

Model behaviour
Actuarial modelling methods tend to rely on
analysing the past and drawing inferences about
the future. Climate science uses modelling
techniques that are more forward-looking in
their approach. Given the changing impact of
the climate on insured risks, it is essential that
insurance risk models are reconciled with the
rapidly developing climate-modelling discipline.
Naturally, there are some actuaries who
specialise in this area and we cannot all be at the
cutting edge of this science. However, many of us
use these models and have a responsibility to our
stakeholders to ensure that the advice we give is
based on the best available information. As users
we should, therefore, be driving these modelling
improvements when setting our requirements
from the providers of our models.
Across the full range of insurance risks,
climate change is influencing the variables we
are trying to model. While driving trends in the
expectation of losses, changes in our climate are
also increasing the variability of many outcomes.
In fact, in many cases the trends in variability are
more extreme than the trends in the underlying
expectation. This is often exacerbated as our
attempts to reduce our uncertainty about loss
outcomes through modelling improvements can
themselves reveal new sources of uncertainty.
While the modelling problem is already
sufficiently difficult, it is not helped by
weaknesses in the data that is applied to the
models. As information technology improves,
the exposure data can, in theory, be stored at
increasingly granular levels. However, there
is still typically a gap between what can be
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stored and what is stored. Inaccurate or missing
exposure data can be a significant cause of error
when the risk profile of a portfolio is being
modelled — for example, to define a suitable
reinsurance programme.
One of the core skills of the actuarial
profession is making use of collateral data
— from graduation of mortality experience using
standard tables to combining own claims data
in rating models with third-party information
about behavioural characteristics. There are
various initiatives across the industry and
academia to collect and pool relevant data that
should help individual insurers understand their
exposures better, in the context of relatively
scant information about their own portfolios.
Although some might be uncertain about the
competitive implications of pooling data, the
risk-management benefits to individual insurers
— leaving them more free to seek competitive
advantage through their core-business activities
— and the benefits to society of financial stability
should provide ample justification.

Product design and underwriting
Insurers are reacting to climate change in their
product design. In a very positive sense, new
products and features are being developed to
exploit the perceived risk-reduction benefits
associated with responsible behaviour. There
are also opportunities for new insurance
products as the very behaviour of policyholders
changes in response to improving climate
awareness. On a more defensive note, insurers
are finding it necessary to review underwriting

relatively better insurance risks. It is essential that
these connections are founded on robust pricing
and underwriting principles. The role of actuaries
in pricing is never more important or challenging
than when new rating factors are proposed,
particularly if there is a strong likelihood of
correlations with existing rating factors.
Even more challenging is the analysis of risks
associated with new products, covering new perils
in evolving circumstances. For example, how
might one go about pricing a product that covers
the failure of innovative and even experimental,
renewable energy projects? This cannot be based
on analysis of the past, but would have to begin
with a clear understanding of the possible reasons
for failure, the way that these are mitigated in
the structure of the project and the residual risks.
This understanding would be much more akin
to the prospective climate models referred to
above. As insurers increasingly build their own
risk-management expertise into their insurance
offerings for such
projects, the actuarial
analysis of possible loss
scenarios can be made
much more productive
by feeding into the
risk-mitigation features
of the product.
As well as building
new products and features in reaction to
climate change, insurers are increasingly feeling
the need to tighten underwriting terms as, in
the extreme, some risks become uninsurable.
This presents a challenge as historical claims
experience becomes less relevant as a predictor
of likely future experience. Actuaries involved
in pricing and underwriting need to be able to
react quickly to emerging experience and be
ready to fine-tune the pricing adjustments that
accompany variations of cover. There is also
the risk that new sources of claims will emerge.
Many household insurers are already
subsidising some of their policyholders in
line with the Association of British Insurers’
Statement of Principles. Insurers can make
active decisions to write some risks outside

» No matter what role you play

in your organisation, you must not
dismiss climate change as a factor
that should affect your work

«

terms to address emerging understanding of
risk. Let us take these three aspects in turn and
look at the role that actuaries ought to play.
There appears to be a great deal of
enthusiasm for insurers ‘rewarding’ responsible
behaviour with lower premiums. For example,
energy-efficient buildings are regarded as being
more resilient to major perils, whether it is
because they are built to stricter building codes
or for more trivial reasons such as energyefficient light bulbs being less of a fire hazard.
Pay-as-you-drive insurance products link the
insurance exposure to the number of miles driven
and they also give an incentive, albeit small, to
drive fewer miles. Some insurers even believe that
customers who tend to think responsibly — for
example, those who drive hybrid cars — are also
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their normal risk appetite and even, in some
cases, below the expected cost of claims. This
can work perfectly well as long as the insurer’s
portfolio is sufficiently large and diverse to
subsidise these risks. From a risk management
as well as a pricing perspective, there is a role
for actuaries in monitoring the implications of
these cross-subsidies, to help the insurer guard
itself against adverse selection and maintain a
balance across the portfolio.
The question of liability is potentially the
area of greatest concern for the industry and its
insurers. This demonstrates clearly that climate
change is not a problem that we can ignore
in the near term. Exposures being written
now will be influenced by the way the climate
changes in the longer term.
While we see the effects of climate change
in aggregate, it can be very difficult to link this
to the individual behaviour of corporations.
However, recently reported developments
in modelling techniques may help with the
apportionment of blame. If this can be linked
with the public nuisance aspects of the effects
of climate change, for example, then the
potential for litigation against corporations and
their directors and officers could be huge. These
risks must be factored into the pricing and
underwriting of new contracts, as well as being
allowed for when estimating provisions for
historical exposures, written when awareness of
these risks was more limited.

Be imaginative
The impact of climate change on the insurance
industry will be fundamental. No matter
what role you play in your organisation, you
must not dismiss climate change as a factor
that should affect your work. Be imaginative
about the scenarios you consider, and do
not be anchored on historical experience. Be
imaginative about the sources of information
you use and be demanding of the suppliers of
the information and models you use.
To comment on this article please e-mail editor@
the-actuary.org.uk
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The peak oil challenge
Anthony Day offers a chilling perspective on the depletion of the world’s energy resources
and warns that its impact may be felt sooner rather than later

A

Anthony Day is
a speaker, writer
and consultant on
sustainable business
– energy, climate
and resources. He
is a member of The
Actuarial Profession’s
Environmental
Research Group.

Environmental Research
Group
The purpose of the Environmental
Research Group is to identify and
research areas in which actuaries
can become, or will need to become,
involved in environmental issues. The
Climate Change Working Party (CCWP)
is a related group set up specifically to
look at the effects of climate change on
actuarial work. Both groups comprise
members from all fields of actuarial
practice, as well as a number of nonmember experts, such as insurers,
accountants and scientists.
Due to the reorganisation of the
Profession, both groups will become
member interest groups. Any members
who wish to participate should
contact Audrey Cosens at audrey.
cosens@actuaries.org.uk. Please also
visit the CCWP’s website at http://
climatechange.pbwiki.com.
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s the world stands on the brink of
another recession, it is impossible
to tell how deep it will be or how
long it will last. Commentators are
always confident that there will be an upturn
and economic growth will return. This time,
however, some are reminding people that past
performance may not be indicative of future
results, and there are claims that globalisation
is unsustainable and growth economics is
coming to an end.
If that is true, all the assumptions behind
pension-fund investment must go out of the
window and short-term business continuity
looks doubtful as well. Surely this is just
another scare story born of urban myth and
put about by conspiracy theorists? After all,
Malthus made similar predictions some two
centuries ago, which have yet to be realised.
This time, a shortage of energy not food, at
least initially, is expected to trigger economic
disaster. This article will first explore the UK
situation and then consider ‘peak oil’ — the
point at which the maximum rate of global
petroleum production is achieved — and global
energy security.
Energy in the form of electricity is
fundamental to the Western industrialised
way of life. Electricity is not a source of energy
in itself; it is a means of energy transmission.
It is derived from the primary energy sources
consumed by an economy: oil, gas, coal and
nuclear. Natural gas is the largest component
of primary energy in the UK. While 90% of
natural gas comes from the North Sea, the
reserves are rapidly decreasing and, in less than
10 years, the UK will be importing 80% of
natural gas from Europe and increasingly from
Russia. Up to 20% of natural gas will travel
7000 miles by refrigerated tanker from Qatar.
Already over 60% of coal, another major fuel
for electricity generation, is imported, mainly
from Russia, South Africa and China.

A way of life
Apart from security of supply, the UK also has
the problem of an ageing power generation and
distribution infrastructure. Many of its power
stations are reaching the end of their lives and
while there are plans for replacements there
are currently no new conventional or nuclear
stations under construction. Indeed, Eon,
which has plans for a new coal-fired station
at Kingsnorth in Kent, recently asked the
government to defer approval until its policy
on clean coal technologies is clear.
Assuming there are no disruptions to fuel
supplies in the short-term, there are still risks
of unplanned cuts from the unreliability of
older plants and the limitations of grid capacity
in the face of a severe winter driving up peak

demand. Unplanned power cuts are not only
the cause of lost production and employee layoffs, but complex plants can suffer extensive
damage from sudden power loss. Repairs or
replacements may last several weeks. A sudden,
or even very short, outage can cause damage to
computers and data files.
A recent report (Mind the Gap — The black
hole at the heart of the UK’s energy supply) by
LogicaCMG estimates that there will be a gap
of 5% in energy supply at peak demand by
2010, rising to 23% in 2015 and 32% in 2020.
Predicted costs of the damage caused to the UK
economy range from £8bn in the early years
to nearly £200bn in 2020. How far these losses
will be insurable is unclear.

Primary energy
From a global perspective, energy security
rests on the availability of primary energy.
Production of oil, gas and coal cannot keep up
indefinitely with growing global demand. At
some stage there must be a supply gap and a
realisation that if energy supplies can no longer
grow, then traditional economic growth must
cease. An increasing number of commentators
believe the situation is close to that point now.
They believe that it is at ‘peak oil’, the point
beyond which the current daily production of
88 million barrels cannot be exceeded.
The US reached peak oil production in 1970,
the North Sea in 1999. All major oil fields
throughout the world, with the exception of
those in the Middle East, have reached their
peak. The Middle Eastern fields have been in
operation since the 1940s and still contain
more than 60% of the world’s reserves. The
exact quantity remains a state secret.
When the global peak is reached, the price
of oil will rise because production will no
longer keep pace with demand. From January
to April 2008, oil rose from $100 (£51.27) to
$120 a barrel, against a long-term trend of
under $50. The weakness of the dollar and
demand from emerging economies such as
China and India drove the price up, even in the
face of falling demand from a recession-hit US.
There is already talk of the $200 barrel. More
than a year ago, Matthew Simmons, chairman
at Simmons and Company International, a
bank serving the energy industry, said at least
$300 a barrel would be closer to the mark. Until
now, the fact that oil is finite has not been
factored into the price.
Oil is essential for pharmaceuticals,
fertilisers, plastics and pesticides. As oil
becomes more expensive there will be
price pressures on food, healthcare and
transportation. The initial reaction to this is
that it has all been heard before and there
must be undiscovered reserves that will satisfy
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have distorted the market so that some biofuels
contain less energy than it takes to produce
them. Already oil companies classify some
remote oil and gas fields as ‘stranded assets’
because they need more energy to exploit them
than they yield. Apart from the environmental
issues surrounding Arctic oil and tar sands, it
is doubtful whether the energy produced will
exceed the energy used. As for hydrogen, the
energy required to isolate, store and distribute
it is far greater than the energy it contains.

Coal, nuclear and renewables

» As recession slides into depression
people will suspect a conspiracy
and seek scapegoats «
demand at least for the rest of this generation,
by which time technology will have found
a solution. Brazil has recently announced a
vast new oilfield; Russia, Canada and the US
are squabbling over the ownership of oil and
gas beneath the Arctic Ocean; and Canada’s
tar sands contain more hydrocarbon than has
been used since the start of the petroleum
age. If there’s a problem with oil, there are
still huge coal deposits, more nuclear power
stations can be built, crops can be grown for
biofuel, hydrogen can be used that burns with
no emissions apart from pure water, or a whole
range of renewable technologies, from wind
and solar to waves and tides, can be exploited.
The size of the new Brazilian oilfield has
been inconsistently reported as five billion,
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eight billion or 33 billion barrels, although
the operating companies are back-tracking
until more drilling has been completed. If we
assume that 33 billion is the correct figure, at
88 million barrels global consumption per day,
the field will provide enough for one year. We
will need to find a similar field every year, just
to keep up with current demand.
Sub-sea arctic oil, tar sands, biofuels and
hydrogen are all subject to the same constraint
— the energy-in to energy-out ratio. In
economic terms, if prices for any commodity
rise high enough, we will eventually justify
extracting it from almost anywhere. This is not
true of energy. There is no point in expending
the energy equivalent of one barrel of oil to
extract one barrel of oil — or less. Subsidies

At opposite ends of the pollution scale, these
sources principally produce electricity — 40%
from coal in the UK, 21% from nuclear and
8% from renewables. Even if all these could
be expanded to compensate for declining oil
and gas, the electricity grid would need to be
upgraded and 30 million cars would have to
be replaced with electric cars. In addition, gas
central heating will have to be scrapped.
If these predictions are true, peak oil will
reverse globalisation and change investment
assumptions for ever. The decline of oil
means not only that personal mobility will be
dramatically reduced, but that lifestyles will be
fundamentally changed.
There is no education campaign to prepare
the public for the coming oil shock. The
effects will probably be felt gradually, first as
an economic recession. As recession slides into
depression, people will suspect a conspiracy
and seek scapegoats. The government is
already being petitioned about VAT on fuel
and about oil company profits. Violence may
erupt against governments, the oil companies
or anyone else seen to be responsible, as many
people remain in denial.
Gradually a reorganisation of society will
occur. Local communities will have to become
self-sufficient because it will be too expensive
to ship food and other goods in from distant
countries, and too expensive to travel more
than a walking or cycling distance to work,
school or to the supermarket. International
trade will decline and whole industries based
on transport and travel will disappear.
The technology will remain, and as long
as the electricity can be gained from another
source, people will still web-surf and shop
online. They will also spend more time at
home, with their families and among the
community. If these predictions are true, these
changes will occur not within 20 to 50 years
but within the next 10. The world will be on
the threshold of the post-industrial revolution
— the greatest challenge of our lives.
To comment on this article please e-mail editor@
the-actuary.org.uk
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The future of actuarial recruitment
The second roundtable event for The Actuary, sponsored by Watson Wyatt, saw a healthy
debate on the future for actuarial careers and recruitment

The Panel

Margaret de Valois,
consultant, HSBC
Actuaries and
Consultants; editor, The
Actuary (chair)

Ian Farr, immediate
past-chairman,
the Association of
Consulting Actuaries

James Turner,
recruitment consultant,
Goodman Masson

Paul Sweeting,
longevity strategist,
Munich Re

John Ball, head
of defined
benefit consulting,
Watson Wyatt

Douglas Wright,
senior lecturer in
actuarial science,
Cass Business School
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Christiane Perera (CP): Not everybody is going
to be a top communicator. You would not want
to lose the expertise by taking on the soft skills
but they are very important in developing
client relationships.
Paul Sweeting (PS): It depends on the role.
It is important to have a minimum level of
communication skills but that does not have to
mean presenting to a room of 5000 people.
Ian Farr (IF): If you are going to be a
consulting actuary, you need to have the
substance or you have nothing to deliver. The
skill is being able to adapt your communication
to your audience. You may need to say
something entirely different to trustees around
a table, rather than to the managing director or
finance director.
John Ball (JB): Our clients want to see the
person who has done the work. They don’t
want a middle man as the communicator. So
the actuary needs to be able to communicate
clearly, even in areas which are increasingly
technical such as mortality. Being able to build
strong relationships is also very important.

Alistair Brindley, head of
pensions and investment
actuarial, Hanover Search
& Selection

Christiane Perera,
pensions consultant,
OAC Actuaries and
Consultants

Sponsored by
Jean Eu, actuarial
analyist, RGA UK;
student editor,
The Actuary

Margaret de Valois (MdV): Do you
believe that so-called soft skills such as
communication and client relationship
management (CRM) are becoming more
important than technical skills?

MdV: So how do you assess candidates’
balance of skills in the recruitment process?
Alistair Brindley (AB): The curriculum vitae
(CV) often reveals whether they have got the
technical skills, and take them out for lunch
and you will find out whether they have
got the soft skills. You can identify people
who have CRM skills or new business skills
easily, and the demand has been for the
whole finished article. However, the market
is changing and companies need technical
actuaries for intricate work arising from the
various legislative changes.
MdV: If you assess soft skills and
communications via behaviour at lunch
does that make the existing communications
exam redundant?
PS: The communications paper is intended
to give people a base level of skills so you can
communicate with your colleagues but you
would need a much greater range to become
a consultant.
IF: Well, this raises the question of a distinction

between written and oral communication
skills. Many young actuaries and actuarial
students struggle to explain themselves clearly
and interestingly on paper. Consulting firms
have to train them to do that and it can be a
hard job.
Jean Eu (JE): The Profession has recognised
this because it is looking to change the
communications exam. There will be a two-day
course as of 2010, I believe, where the first day
comprises a course on general communication
skills and the second day is the exam, where half
is a written exam and the other is a presentation.
MdV: What are your views on actuaries
moving into wider fields such as risk
management and healthcare?
PS: There are many instances where an
actuarial way of thinking can give you an
advantage. I think this is the reason actuaries
originally started moving into general
insurance (GI) — risks could be priced much
more accurately.
AB: The changes in the pensions and
investment markets are forcing people to move
into a range of different areas. Many senior
people are moving into the banking sector,
especially with the growth of buyout firms.
MdV: Are employers in wider fields proactively
looking for actuaries or vice-versa?
PS: It is dangerous to suggest that area-specific
wider fields need actuaries and we are going
to parachute some in. It would be better to
migrate gradually from traditional roles.
JB: Even in the traditional areas of actuarial
work, it is increasingly the case that many
skills are transferable, for example, between
insurance and pensions.
PS: That can extend to wider fields as well. GI
risks are not a million miles away from credit
risks, for example.
MdV: Do you think the traditional image of
actuaries may be hindering movements to
wider fields?
IF: It’s vital that we continue to recruit the best as
it is the lively, clever people who are finding new
areas for themselves, whether it’s geographically
or in new markets. They will bring others in
behind them and stimulate this movement.
Douglas Wright (DW): The Profession has
had fairly bad press over the past few years
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and the onus is now on us to recognise where
we can apply our skills and show what we can
do. Actuaries who have made that move to the
wider fields tend to have the soft skills.
AB: In-demand actuaries are often those who can
stand alone and build a business around them.
Increasingly people are going to come up with
ideas they can take to market, as opposed to
servicing clients on an ongoing basis. They will
become much more aggressive and businesslike.
James Turner (JT): I have also seen an increase
in people wanting to move between traditional
fields — from a pensions consultancy role into
investment consulting, or into life or GI — those
who just want to do something different.
MdV: How receptive are employers to
candidates wishing to move into different
fields of work?
JT: If you send a pensions actuary’s CV to a
GI company, there are going to be five CVs
of people with GI experience already on the
desk, so they need to show they can add
value and give employers a reason to select
them for interview. Those who have given it
thought and can present themselves well will
be successful. Successful candidates often also
need to be prepared to relocate or commute
for half an hour outside of London to gain the
experience they want.

that they can get more study leave. They are
not really thinking about long term, it’s more
the short-term benefits.
PS: People think in
two stages, don’t they?
Goal one is qualifying
and goal two is
everything afterwards.

doing something like the CFA qualification
fills in some of the gaps in the actuarial
exams. It can also be important from a
signalling point of view, not least because

» I have met students who move
jobs just so they can get more
study leave. They are not really
thinking about long term

MdV: Given this
divide, do you
think it is helpful to change jobs soon after
qualifying to shed the student image?

«

some employers might not know how useful
an actuarial qualification can be.

AB: There is so much demand for nearly
or newly qualified actuaries, particularly in
pensions and investment, so I don’t think it
matters. They are prized as gold and looked
after accordingly.

AB: There is demand for people with
derivatives exams, especially from the banks.

PS: If the firm is doing its job properly then
when someone qualifies it should not be
too big a change — it should be more of a
gradual transition.

PS: The actuarial exams can’t be allowed
to grow uncontrollably. Already there is
specialisation in the later exams as there is so
much to cover. Too much specialisation and
there is a risk that actuaries won’t be learning
enough in key actuarial areas.

IF: Getting the letters after your name is a very
important point in terms of pressure off your
back but for career development, it is just a
mere early stepping stone. With some firms,
it is possible to have a fantastically varied and
interesting career and stay with the firm for the
whole time.

IF: That’s an interesting point in terms of
relocation. Actuarial skills are transferable
throughout the world.

MdV: Some actuaries seek further
qualifications after qualifying. Do these
make a candidate more employable?

MdV: Are we seeing a drain of people going
to overseas employers?

PS: It depends on the field. If you are
working, say in investment banking, then

MdV: Given this demand, should the
actuarial exams expand their brief?

DW: It’s wrong to think that we can have
exams in every single area that an actuary
might want to operate in. We are at the
stage where you can qualify without any
understanding of a traditional actuary’s role
and that is probably further than we should
go. One thing in our favour is being part of a
profession with a code of conduct to adhere to
standards, to respect fellow professionals and to
work in a particular way. It is a privilege to be a
member of a small profession and having that
network is tremendously useful and something

»

JB: I worked abroad early in my career, and
found that it gave me a broader perspective
which has always served me well. It is
something which I would recommend to any
young actuary.
MdV: There are the tax advantages as well.
JT: Firms are getting better at offering staff
the opportunity to go on secondment abroad,
rather than losing them to another firm.
MdV: So the onus appears to be on
candidates initiating a move abroad. How
good do you think actuaries are at managing
their own careers?
JT: I don’t think they look 20 or 30 years ahead.
It’s more like four or five.
JE: I have met students who move jobs just so
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The future of actuarial recruitment (continued)

» that is envied by many other professions.
MdV: So is there a case for keeping the
profession small?
PS: There is a natural limit because there is a
very small percentage of the population that
could qualify to become an actuary.
JB: I believe that the issue is to persuade
enough people that they want an actuarial
career, rather than trying to limit numbers. In
my area, we have to convince actuaries both
that there is a future advising a person on
pension issues, but also that in doing so they
will develop the transferable skills, for example
in risk management, to enable them to do
broader work.
CP: But isn’t that broader work one way of
encouraging school leavers and graduates
to come into the profession? The Institute’s
careers information seems to refer more to the
traditional elements.
PS: An alternative approach is if you are talking
about actuarial careers at a careers evening,
make sure you turn up in an expensive car.
MdV: Do you believe young actuaries enter
the profession mainly for the money?
PS: Those who are thinking about joining the
profession may initially be more motivated by
the money. People already working as actuaries
find that the work is interesting but it can be
quite difficult to get that across.
MdV: Perhaps we need an Apprentice-type
television show where we send the new
professionals out with a shopping list in
Marrakesh and ask them to come back with
the best deal.
JB: We already do something similar. Our
new graduates work in teams to raise money
for charity as a way of developing their
commercial acumen.
JE: I found the graduate actuarial market ultracompetitive, and I wonder whether that might
discourage some?

28

PS: The Profession has done an enormous
amount in universities and schools,
encouraging people to take maths A-level and
providing literature for careers officers and
schools. The main challenge is trying to attract
people from a wider range of disciplines.
AB: You have to consider the cyclicality
of actuarial vacancies. Companies have to
scale down their recruitment programme
if it happens to be one of those years. We
have seen patterns in the market where one
year graduate intake is cut and then two or
three years down the line, the same company
claims it hasn’t got enough nearly or newly
qualified actuaries.
IF: I know of one firm that paid the penalty in
this way and there was a lesson to be learnt.
So when it was unfashionable to recruit, it
continued to do so even though there was a
downturn. In the long term, that is what you
have to do otherwise you come unstuck.
AB: It is sometimes
to do with scale. A
smaller company is
going to have to react
more to how the
market is dealing than
a larger one.

DW: There used to be resentment when new
actuarial graduates got paid more than the
person at the next desk who had been sitting
there for three or four years. But companies
have become a little bit more sophisticated in
redressing this balance. They can see the value
of the technical training but they can also see
the value of work experience.
JT: We took a vacancy brief this week from a
company that is not interested in people with
actuarial science degrees, so the people who
show early commitment to an actuarial career
are still sometimes being overlooked.

market where one year graduate
intake is cut and then two or three
years down the line, the company
claims it hasn’t got enough nearly
or newly qualified actuaries

JB: Not all employers
recruit at graduate level,
which has always been
an issue in getting enough people into the
profession.

JE: I remember debating whether some
employers just don’t see the value of actuarial
degrees because they say, ‘Oh, you don’t have
any work experience’.

MdV: Money aside, how do you think that
we can persuade more graduates to join the
actuarial profession?

MdV: Graduates with actuarial science
degrees potentially join work with half
the exams. They should therefore be good
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IF: I imagine there is a higher fall-out rate for
maths graduates, so I would have thought
that was in favour of employers taking on
actuarial graduates.

» We have seen patterns in the

JT: Even with the bigger companies’ graduate
programmes, it’s sometimes difficult to cater
for those who might want to take time out
after graduating or who missed out on the
selection process.

July 2008

value, however, it seems that employers
have sometimes preferred maths graduates
to actuarial science ones. Why would this be
the case?

«

DW: There has always been a perception that it
is an easier route but we would argue that it’s a
better one. You get the grounding in a university
and then pick up the workplace skills on the job.
If you would like to comment on any of the issues
debated at this roundtable, please e-mail
editor@the-actuary.org.uk
Please note that the views expressed here are those of
the individuals and do not necessarily reflect the views
of their employers.
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Our survey says…
The results are in from The Actuary’s reader survey, sponsored by
Elliott Bauer. Sharon Maguire reports on the main outcomes

Who, what, where…
A total of 70% of respondents were male, with
the age range of survey participants slightly
younger than that of the profession as a whole
— 35% were aged 25-30 and nearly a third fell
within the 31-40 category.
More than 75% of respondents were UKbased with other strong factions in South Africa,
Ireland, India and Australia. The main areas of
employment as expected were life, pensions and
general insurance fields, with smaller percentages
involved in the investment, banking and finance,
and risk management domains.

Keeping up appearances
We asked respondents to comment on the
redesign of the magazine and the website.
Over half felt the print magazine was
better than before, with 25% noting a
significant improvement.
The online site also saw a positive
response, with 43% favouring the
new design, and just under a quarter

How readers rated the magazine and website
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Percentage of responses
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n February, The Actuary magazine and
website unveiled a new look and feel.
Initial feedback had been very favourable
but we wanted to find out more about your
reading habits and views.
Exactly 600 people responded to our
online survey in May and we would like to
thank everyone who contributed. The results
offer a snapshot of readers’ views, and the
findings will help to shape the direction of the
magazine going forward.
Those who completed the survey were also
given the option to enter a prize draw and we
would like to thank sponsor Elliott Bauer for
providing the prizes.
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acknowledging a significant improvement.
More than 30% of those who replied visit
the website on a monthly basis, prompted to a
great extent by the e-mail alert. Over half saw
this as the most effective reminder, followed by a
healthy 32% nudged by notices in the magazine.
The most compelling areas of interest for
our readership include the sections covering
the Profession, industry and educational news.

Prize draw winners
Five names were selected at random
from those who entered and will
each receive £100 Amazon vouchers,
provided by sponsor Elliott Bauer. These
names have not been published in
order to protect their confidentiality.

Sponsor’s comment
As an actuarial headhunting consultancy driven by understanding our target market’s
motivations and behavioural patterns, sponsoring this survey was important to Elliott Bauer.
The results relating to views on careers and recruitment indicate that the services of reputable
actuarial search consultancies could be better used. Additionally, they show that the entire
actuarial recruitment industry needs to educate people further on its role within the market
while increasing service levels. Only a small percentage of the respondents found the service
from search consultants to be ‘excellent’ and, although many found their current position
through a recruitment consultant, having a prior relationship with a consultant was not seen as
a significant factor when looking for a new job.
At Elliott Bauer, our history, knowledge of our clients and ability to create win-win strategies
for both parties determines our success. Responses showed that any agency can call at the
right time with a role but we encourage you to research those consultants prior to working with
them. What sets some apart is the level of service offered and the ability to provide greater
insight through the relationships formed.
As the actuarial job market is niche, it is important to maintain strong relationships in order to
provide up-to-date market information throughout your career. Thank you for responding to the
survey. We aim to adapt to your needs and market trends.
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Equally well-thumbed are the appointments,
editorial, letters and features segments, as well
as the student page.
Readers spend around 45 minutes with
the magazine each month, while a valiant
4% spend over two hours, and in today’s
environmentally conscious times, nearly one in
five recycles their copy.
Constructive feedback from some of our
readers included suggestions for the magazine to
introduce articles and interviews from actuaries
working in non-traditional fields. A career focus
was also proposed specifically for the student
population; others expressed interest in the
creation of an e-discussion forum or interactive eforum to focus on current trends, contemporary
issues and new ideas.
There were a number of requests on giving
the magazine a more international dimension,
addressing and debating a wide range of topics
from around the globe.
The Actuary has already started to implement
some changes, based on the suggestions received.
The website currently offers additional content
and features, plus exclusive job listings. A quarter
of respondents would like to see a careers advice
service which is in development. Over 50% of
survey participants were keen on a breaking news
service on the website which is also planned for
the future. More interactive elements such as
audio and video content are being discussed.
Finally, those who requested a bigger font
size and less text-heavy pages will have their
wishes granted as of next issue.
We are very grateful to all those who took
part. Over a third of respondents said they
would be willing to participate in future
surveys. We welcome all contributions…so
watch this space!
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Insurance

Risk management

The alchemy of risk
Marcus Bowser and Jon MacDonald examine how insurers
can manage risk effectively and use it to generate profit
Figure 1: Area of interest for policyholders and stakeholders

Profit distribution (risk)

Marcus Bowser, left, is
a principal consultant
and Jon MacDonald,
right, is a director in the
insurance practice of
PricewaterhouseCoopers.

0%
Policyholder focus

T

he introduction of risk and principlesbased regulation is a welcome
development for UK insurers, but has
only taken the industry so far. The
common use of capital metrics focusing on
extreme downside risk has led insurers to
transfer risks from their balance sheets through
de-risking exercises. So has the industry lost
sight of its purpose: to assume risk where
management competency exists and, through
sound risk management, turn risk into profit?
Risk management is not new to insurance
companies. However, insurers’ risk frameworks
have not sufficiently encouraged holistic risk
management, nor necessarily recognised all
of the risks to which insurers are exposed.
The quantification of an insurer’s risk-based
capital — either through an individual capital
assessment, internal economic capital or ratings
capital approach — has required management
to investigate and understand more thoroughly
the risks to which their business is exposed.
This, in turn, has allowed management to
implement tools and processes that assist with
the management of extreme downside risk.
Naturally, insurers wish to realise the full
benefits of their investment in sophisticated
risk-based modelling techniques. Therefore,
the above investigations are often used as the
starting point for the definition of insurers’ risk
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Shareholder focus

appetite by way of risk exposure limits. These
can be better described as capital-driven risk
tolerance statements that focus primarily on
extreme downside risk.
A risk appetite statement certainly needs
to encompass risk tolerance, but how much
risk? Critically, it should also incorporate
consideration of risk desirability: which risks
and why?
Risk tolerance has implications for financial
planning and budgeting, capital management,
limit setting and risk monitoring and reporting.
This should be articulated at multiple levels of
confidence corresponding to defined tolerance
thresholds, such as profits warning, credit
downgrade, dividend cut, crisis refinancing,
takeover threat and insolvency.
Risk desirability has implications for
strategy selection, such as helping to inform
which strategic ‘bets’ are placed in terms

Source: PricewaterhouseCoopers

rates and market expectations. In addition, it
needs to combine shorter-term management
and market earnings perspectives with longerterm solvency and ratings capital views.
Crucially, the management information
used for this purpose needs to be presented
in a format that is both accessible and
informative to management, and which
allows management to overlay possible future
business actions onto this. Below is a simple
four-step approach to developing such a risk
appetite statement.

Step 1: Stakeholder identification
The first step involves an analysis of
external and internal stakeholders and their
expectations for the insurer’s risk appetite.
External stakeholders include policyholders,
regulators, debt holders, rating agencies,
analysts and shareholders. On the other
hand, internal
stakeholders include
the board, senior
management,
employees and
pension scheme
members.
Regulators’ and
rating agencies’ views are typically aligned in
broad terms with those of the policyholder.
Their focus is on the ability of the insurer to
pay claims and service debt commitments
in extreme downside scenarios — the
policyholder focus is shown in Figure 1, above.
Consequently, economic capital metrics and
risk-tolerance-based statements are relevant
when assessing the attractiveness of each risk
position to the firm’s policyholders.
The views of the board, senior management
and analysts are typically aligned with those of
the shareholders. After fulfilling policyholder

» Naturally, insurers wish to

realise the full benefits of their
investment in sophisticated riskbased modelling techniques

«

of economies, markets, customer segments
and the ongoing alignment of risks to risk
management competencies or vice versa.
In framing a risk appetite statement,
management needs to consider risk tolerance
and risk desirability in a manner that helps
assess the relative attractiveness or otherwise
of each risk position to the firm. This is ideally
based around risk to value, with value being
defined as, for instance, a proxy for market
capitalisation for proprietary firms. This
requires risk appetite to be delivered in the
context of desired returns, earnings growth
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Risk management

commitments and managing financial
constraints such as regulatory, economic and
rating agency capital, they will be focused on
the ability of the insurer to provide an adequate
return on the shareholders’ investments and
the variability of that return — the shareholder
focus is also shown in Figure 1.
Value-management metrics, such as
market-consistent embedded values including
an allowance for franchise value, and risk
tolerance and desirability statements, are
relevant when assessing the attractiveness of
each risk position to the firm’s shareholders.
These metrics, when used alongside risk
tolerance and desirability statements, can
allow management to assess the relative
attractiveness of each risk position to the firm’s
stakeholders. This assessment will involve both
top-down and bottom-up analyses.

Step 2: Top-down analysis
The top-down analysis is a high-level view of
the firm’s risk appetite. This is derived from the
board’s strategic and business plans, which will
take into account risks that the insurer is skilled
in managing, perhaps due to availability of
skilled resources or advanced tools that give the
firm a competitive advantage. The risk appetite
should also allow for the views of key external
stakeholders, such as the providers of funding
and regulators.
This builds on this step and involves:
n Assessment of the risk capacity — the
maximum risk the firm can bear, which is a
function of the quantum and fungibility of
existing capital and the firm’s ability to access
further capital
n Calibration of the firm’s risk tolerance and
risk appetite — the quantum of risk the firm is
seeking within its overall capacity in terms of
earnings volatility, growth ambitions, capital at
risk and/or other key metrics
n Determination of the target level of return
and acceptable variability of return
n Construction of the target risk profile,
which presents the allocation of risk appetite
to risk categories.
This approach should allow management to
understand the expected impact on the value
of the company in a range of scenarios. These
include those that allow for the crystallisation
of upside and downside risk, thus providing an
objective comparison of which risks to retain
or seek out and vice versa. In this context,
basing business planning on comprehensive
risk-reward metrics moves away from having
a technical solvency focus towards a more
holistic perspective on value management.

Step 3: Bottom-up analysis
Often the current risk profile of an insurer is
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defined by its historic risk-taking activity, based
around its ability to assume a certain aggregate
level of risk through its capital base. In many
cases the risk profile is unlikely to explicitly
reflect the desire of the board to actively retain
and seek risks with reference to a balanced risk
appetite statement. As a result, the current risk
profile may not be aligned with the target risk
profile defined in Step 2.
To begin to address this issue, the bottomup analysis describes in detail the current risk
profile and should use the insurer’s economic
capital metrics in conjunction with the
insurer’s value-management metrics.
The top-down and bottom-up analyses can
be iteratively reworked so that they converge
to an optimum risk appetite. This involves
senior management reviewing the differences
between their target risk profile and the current
risk profile, identifying the business options
that exist to facilitate a move from existing to
target risk exposures, and in turn enabling the
execution of a risk-based strategy through the
business planning process.

Step 4: Definition of risk appetite
Having agreed an optimum risk appetite, it
is necessary to articulate this using a clear risk
appetite statement and risk policies. The risk
appetite statement in its broadest terms
should outline:
n The level of strategic exposure to each
risk. Statements should be worded such that
quantitative measurement of these exposure

Insurance

levels can be conducted
n Processes to allow the assessment of
additional risks and the fluid restructuring of
strategic exposures to allow capitalisation of
return on risk profiles. These processes should
assess the implications of restructuring strategic
exposures for all stakeholders
n Minimum return versus risk levels to be
considered for future business activities, such
as corporate activity, new products and valueadding projects.
The risk policies should translate the
statements into more tangible terms that
set guidelines for the execution of risk
management across the firm. These policies
will be used by those with responsibility
for implementing the board’s and senior
management’s risk appetite. For example,
investment mandates will highlight to the
firm’s fund managers the level of exposure
to equity-type investments sought both
quantitatively — such as adopting an equitybacking ratio between 15% and 35% with
more than 75% of the equity investment
UK-registered — and qualitatively — such as a
preference for defensive, high-yielding stocks.
Ideally, the risk policies should be framed so as
to enable the assessment of staff performance
and hence feed into their remuneration review.

The business cycle
Once risk choices are agreed and articulated
through a firm’s governance, the performance
of the business can be monitored and
compared to that expected over the period.
The performance against expectations
should be used to aid the back-testing of any
quantitative models used to support the risk
appetite definition.
The key benefit, however, is to highlight
how competently or otherwise the risks have
been managed. This information can then
feed back into the risk appetite setting for the
following period, completing the business
cycle. The risk appetite, along with further
board-level analyses and metrics, can be
presented as part of a management information
pack that outlines the financial performance of
the insurer and the revised risk appetite for the
next business cycle.
Actuaries are ideally placed to help insurers
implement these techniques, which form a
key part of an enterprise risk management
framework. Perhaps actuaries can help to
empower the insurance industry to do what
it does best — assuming those risks that the
insurer is skilled in managing and hence,
turning risk into profit.
To comment on this article please e-mail editor@
the-actuary.org.uk
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Student Page

Jen and Jean

Jean Eu ponders the eternal summer quandary of
students awaiting exam results

The waiting game
As this edition of the student page neatly
coincides with the publication of the CA,
ST and SA stage exam results, I can’t help
but muse over the annual trauma that we
actuarial students have to endure in the
period between the end of exams and
results day.
Right after the exam, we are in one of three
states of mind:
1 Absolutely convinced that we have aced
the exam
2 Completely resigned to the fact that we’ve
failed miserably
3 In a state of actuarial limbo where we just
don’t know.
As we trudge out of the exam room with
ink stains and furrowed brows signifying
our wounds of war, some of us replay
questions in our head, wondering if we had
interpreted them correctly, answered them
in the right way.
We ask anyone and everyone around us
what they thought and what they did, if only
to gauge whether we perfomed better than
them and, therefore, improved our chances
of passing.
The rest of us refuse to discuss the matter
with anyone or even listen to any discussions
about the exam, preferring instead to put two
virtual fingers in our ears and sing “la la la”
under our breath.

Reality check

Judgment day

Whatever the immediate reaction, we are soon
overwhelmed by the realisation that our evenings
and weekends are once more free for doing
whatever it is that normal people do. Some of
us may feel a little lost without all the studying
and a little perturbed at the thought of working
a five-day week, but most of this passes without
much ado and we start planning several holidays
at once in a flurry of non-studying indulgence.
As the months pass and some of us start
getting reminders about booking tutorials with
ActEd, we are forced to consider our options
for the next exam session. We know we have
to start studying soon to get in a good study
session but without the knowledge of whether
we have passed our exams in the previous sitting
— results are never out early enough for us to
make such a decision — we resort to guesswork
and strategising. We are brought back down to
actuarial reality as we agonise over which exam
to take, which subject to start studying, which
tutorials to register for, when to order notes… all
of which is influenced by our state of mind right
after the previous exams.
Some may decide to look at the paper they
have just sat online (which by now would be
published on the Profession’s website), and we
either find the paper extremely straightforward,
or wonder how on earth we managed to
complete it in the first place.

At last the day of reckoning dawns and we are
a bundle of nerves as the working day ticks by
slowly. Some of us may have cleverly arranged
to be on holiday when the results come out. The
rest of us have decided to grit our teeth and face
the music. The work day ends. Do we go out? Do
we stay in and keep working until the results are
out? Get a friend to phone for us? Hide?
At 8pm, the Profession’s website encounters
a sudden surge of activity as actuarial students
who have sat an Institute or Faculty exam all
over the world log on to their computers and
start madly pressing the refresh button in a
frenzied effort to discover their fate.
At 8.01pm these actuarial students heave a
massive sigh. Some in relief at passing, others
in disappointment at failing, and still others in
frustration at their internet connection speed
preventing them from seeing their results.
And then realisation dawns. Jubilation for
those who never have to sit an exam again,
resignation for those who do, and contemplation
for all who have to return to work the next day.

The walk of shame
Those who’ve passed can stroll into work with
a smug smile as they receive pats on their backs
and words of congratulations. Those who’ve
failed slink into work, keeping their heads down
hoping no one notices… until someone meekly
whispers to them: “Commiserations”. And those
who’ve qualified are immediately saddled by the
obligation to buy drinks for everyone and run up
as large a bill as possible at the pub after work.
This is perhaps an opportunity for the
students who’ve failed to exert their revenge by
ordering as many rounds of the most expensive
drink possible and drowning their sorrows in a
state of drunken stupor. Killing two birds with
one stone, as one might say.
Good luck, fellow students.

STUDENT NOTICE
The ActEd tutorial ﬁnalisation date
for most block tutorials and revision
days is 7 July for the September
2008 exams. Note that you can now
apply for tutorials and study material
online through the ActEd website at
www.acted.co.uk/estore
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People

AOTF

Actuary of the future and father-to-be David Costello may soon find
himself with less time to spend playing Championship Manager

David Costello
Xafinity Consulting, pensions.

What is your best attribute?

Favourite CD/film/gadget? CDs: Darkdancer
by Les Rhythmes Digitales and Morcheeba’s Big
Calm. Film: predictably The Shawshank Redemption.
Gadget: more predictably my iPod.

Describe yourself in three words.

I treat my friends like my family and am always
there for them when they need me.

How do you relax away from the office?

I want to say funny, handsome and quiet but
I’m probably not that quiet.

Your worst habit? I get addicted to

I am a Crystal Palace fan and I spend the
summer with friends or at outdoor events.

to achieve great things. I also make the most
of my free time, and try to avoid watching TV.

Employer and area of work?

Championship Manager once a year when the
new game version is released. I am then a
hermit for a couple of months. This contradicts
my formula for success.

this goes to print, at the prime age of 24.

What is most likely to irritate you about
others? I don’t get on with over-dramatic people,

Who would you most like to be
stuck in a lift with? Ronnie O’Sullivan or

when it’s a really nice day, or the early mornings.

or back-stabbers. I tend to irritate people before
they irritate me though.

Gary Kasparov. Kasparov could teach me some
new chess moves.

Tell us your formula for success. I have
always enjoyed what I do, and that has helped

Alternative career? There is a beautiful link
between maths and music I would like to explore.

If you would like to nominate someone for Actuary of the
Future, please e-mail AOTF@the-actuary.org.uk

What is the best thing about your job?
The high level of responsibility I get and the fact
that no manual work is involved (apart from
collecting printer paper and making tea). The
studying is also good.

And the worst? Either staying in the office

The

Tell us something unusual about
yourself. I will probably be a dad by the time

Actuary
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The Actuary’s website has changed for the better.
As well as all your favourite sections from the magazine and a fully
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¼ Search and apply for jobs
¼ Visit the Careers Clinic
¼ Sign up for email alerts
¼ Play online sudoku
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Puzzles

Coffee break

Puzzle 400

Sweet surprise

At her birthday party last week Betty was given a bag of
sweets as a joke present. She was told that each of the six
sweets in the bag had been brought by a different guest and
all but one of the sweets had a horrible taste. She could see
that each sweet looked different.
One of the guests, whose name was Linda, told Betty that
the sweets were priced at 67p, 62p, 37p, 47p, 52p and 57p.
Can you help Betty decided who brought each sweet, what each
sweet is called, what each tastes like, what the main ingredient is
and what the price of each sweet is from the clues below?
1 The sweet which is mainly made of caramel isn’t exactly
10p more than any other sweet.
2 Rita’s sweet is 5p more than the detergent-tasting sweet.
3 The sweet that tastes like shower gel costs 10p more
than the sweet made purely of chocolate.
4 The sweet that Jessie brought costs 47p.
5 Maggy’s sweet has no caramel in it, but does it taste of
rotten apples?
6 Sasha bought her sweet for 10p more than the sweet that
tastes of soap, but 5p less than the sweet tasting of body spray.
7 Queen paid more than 20p more than the sweet with
caramel.
8 The sweet that tastes like crude oil is 10p more than the
toffee sweet.
9 The toffee sweet and the peanut sweet cost an even
number of pence.
10 One of the sweets is made of biscuits.
11 The liquorice sweet costs less than the peanut sweet.

Puzzle 401

NOTES

Twelve square sudoku

3

7

B 1

Each row, column and 4x3 box must
contain the digits 1 to 9, as well as the
letters A, B and C.
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Coffee
break
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Solutions for June 2008
Puzzle 398

Puzzle 399

Volunteers required

Inspecting the column solution

A column of soldiers of length a
is marching steadily along a road,
when an officer on horseback rides
at uniform speed from the rear to
the front and back again while the
column moves distance b. How far
does the officer ride?
Let x = distance column has moved
by the time the officer X reaches
the front.
Let u = speed for the column
Let v = speed for the officer
The time for X to reach front
= x/u = (x+a)/v

Puzzles

Time to return
= (b-x)/u = (x+a-b)/v
So x/(x+a) = u/v = (b-x) / (x+a-b)
x2 + (a-b)x = (x+a)(b-x) = x(ba)+ba- x2
x2+(a-b)x- ½ a b = 0

The Actuary is looking for a volunteer to
take on the vital role of puzzles editor.
If you are up to the task, please contact
editor Margaret de Valois on
editor@the-actuary.org.uk

Taking positive root
X = ½ {(b-a)+[(b-a)2 +2 a b]½}
= ½ {(b-a)+[a2+b2]½}
Distance officer travels
= (x+a)+(x+a-b))
= 2x + 2a – b
= a + [a2+b2] ½

More puzzles online
To access the puzzles archive or to play
daily interactive sudoku, visit
www.the-actuary.org.uk/puzzles
The puzzles editor is pleased to receive
ideas for new puzzles from readers. Please
contact puzzles@the-actuary.org.uk

With the candlestick solution

The answers to the six unspecified clues were all connected with the board game Cluedo.

1

L
A
9
P
W
11
I
M
13
G
18

P
E
22
A
C
26
O
C
28
K
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Arts

Matt and Finn

A star is born

Matt and Finn talk to a rising star of the stage and ﬁnd
out how Lego football is taking the internet by storm
This month we have found some very heart-warming evidence of the diversity of
creative talents out there in the actuarial profession. We interview Joan Freed, an
actuary from the US who gave up her actuarial day job to move into full-time acting.
And we showcase the talents of Ashley Weaver, an actuarial student from Wales who
has spent 40 hours recreating Cardiff City’s glorious FA Cup run using Lego, turning it into
a minor internet phenomenon in the process. We salute you both. Matt and Finn

I

t isn’t often that you find someone making
the jump from a safe actuarial career to
the blinding lights of the stage but this is
exactly what US actuary Joan Freed did.
After two decades as a consulting actuary based
in Oregon, Joan decided to see how the other
half of her brain worked. Fast-forward several
years, she now has a successful acting career,
having starred in many different productions
all over the US including a number of selfpenned, one-woman shows.
It’s great to see an actuary getting fully involved in
the arts. You’ve been writing and starring in your
own shows for a few years now. What is it like
doing a one-person show?
Solo shows are very rewarding but, as they
say, the cast parties can be lonely. Plus, in
order to get the leading role, I had to sleep
with myself.

audiences in more than 25 cities across the US,
we always caution our patrons that Chocolate
Confessions may contain nuts.
Actuaries are known for their risk-adverse nature,
so swapping a well-paid, safe actuarial career in
order to tread the boards is a huge shift. How did
it happen?
The transition from actuary to actress was
dramatic. And the transformation began a
few years back when I was asked to speak
at an actuarial conference on the relative
merits of defined benefit (DB) versus defined
contribution (DC) pension plans. It’s a
dry subject, so to spice it up, I presented
it as a lively debate between two opposing
personalities. Staid and proper ‘Jane’ defended
the DB plan, while hip and gum-popping
‘Janet’ extolled the virtues of the DC plan.
Before long, the arguments heated up, tempers
flared, name-calling ensued, and a fist fight was
narrowly averted!
After that, I had to make a choice. Either
commit myself to a career in theatre or just
commit myself.
What is your inspiration when creating the
characters in your plays?
One character somewhat inspired by my
husband (also a former actuary) is named
Rocky Road. She’s a renegade who demands:
“Put the chocolate in the bag and no one gets
hurt!” And she just happens to wear the same
black leather motorcycle jacket he wore when
we first met in college.
There’s also a comic piece about M&M’s,
where I portray duelling executives from
Hershey and Mars as they create this new
candy in the 1940s. I fashioned the characters
after swaggering insurance salesmen I’ve
worked alongside.

my men like
Joan in Chocolate Confessions: “I like
rich.”
my chocolate — dark, full-bodied and

Tell us about your latest show.
Chocolate Confessions is a one-woman musical
comedy about love, life, and chocolate. In
the show, I portray chocolate shop owner
Coco Bliss as well as her mixed assortment of
amusing customers. Over a dozen characters
are presented, along with comic vignettes about
the world of chocolate, like the surprising
origins of M&M candies.
While the show has played to enthusiastic
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Anything you miss about your previous job?
The people. While actors can be fun, I still
feel most at home around geeky math types.
Go figure!
Any advice for budding creative actuaries in the UK
who want to follow a childhood dream?
Yes — keep your day job. Just kidding.
I believe anyone with latent childhood
dreams should get out there and let your
artistic side shine. Anything we actuaries can
do to shatter the stereotypes should
be encouraged!

Recommended game
Grand Theft Auto IV

Yes, everyone has read about
how GTA4 is turning us into a
nation of gun-toting maniacs
but play the game and you
will be blown away. Ask
anyone to name the ﬁlm
they associate with the
criminal underworld and
The Godfather probably
tops the list — GTA4 should
be considered the video
game equivalent. The action centres on
Niko, an immigrant trying to work his way up
the crime food chain. What makes the game
so incredible is the amount of things to do as
possible diversions. Watch TV, listen to a standup comedy gig or go for a walk in the park. The
choice is yours.

Client entertaining
Pétrus, London

If you can get your expense claim approved,
Gordon Ramsay’s Pétrus in Knightsbridge,
London is the place to go to thoroughly impress
your client. It is everything you would expect
from a two-Michelin-star restaurant. Frenchthemed food cooked to perfection, a wine
cellar so big that you need to be a powerlifter
to cope with the menu and service so smooth
it makes silk pyjamas feel like a hessian sack.
If this meal doesn’t win you that contract, then
nothing will. For more information visit www.
gordonramsay.com/petrus

Art by an actuary
Ashley Weaver — Lego Football

Combine the passion of a Cardiff City football
fan, buoyed by his team’s best cup run in years,
with the attention to detail that is close to any
actuary’s heart, and the result is this animation.
Ashley Weaver, an actuarial student, has
painstakingly recreated Cardiff City’s 2008 FA
Cup run using the medium of Lego. A labour
of love, the video took more than 40 hours to
make and involved tackling such problems as
how to make a Lego man kick a ball into the
air. Complete with commentary and black-andwhite action replays, the videos have had more
than 25 000 hits on YouTube and received
press attention from the BBC news website.
Though Cardiff eventually lost in the ﬁnal, we
hope Ashley sticks to his new-found talent. To
view the videos, visit www.youtube.com and
search under ‘Cardiff City Lego’.
If you would like your work featured in this space, please
e-mail arts@the-actuary.org.uk
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Appointments

People moves

The Association of Consulting Actuaries has
elected Keith Barton FIA, pictured, as its
new chairman. Mr Barton joined consulting
actuaries Hewitt Associates 30 years ago
and is one of their most experienced and
senior actuaries. Mr Barton is the scheme
actuary to a number of large pension plans
and is chairman of the trustees of the
company’s own pension fund. Taking office
on 1 June 2008, Mr Barton succeeds Ian Farr
of Watson Wyatt.
Reliance Mutual
Insurance Society
Limited has appointed
Seamus Creedon as
its new chairman.
Mr Creedon joined
the board as a nonexecutive director in
March and succeeds
Paul Oldham, who
retires after having
served 15 years as a
non-executive director
and seven years as its
chairman. A former
news editor of The
Actuary, Mr Creedon
was until recently
a partner at KPMG,
where he led the UK
actuarial practice from
2000 to 2003 and
was its global deputy
leader. More recently,
Mr Creedon advised
the Irish government
on competition
issues in its health
insurance market.

At the ACA’s recent
AGM, Stuart Southall
(Punter, Southall &
Co) was re-elected as
honorary treasurer
and Andrew Vaughan
(Mercer) was elected
honorary secretary.
The other ACA
Main Committee
Members elected for
2008-2009 are: Ian
Farr (immediate past
chairman from 1
June, Watson Wyatt);
Andrew Claringbold
(Aon); Jeremy Dell
(Lane Clark & Peacock);
Mark Duke (Towers
Perrin); David Fairs
(KPMG); Mark Harris
(PricewaterhouseCoopers); Graeme
Muir (Barnett
Waddingham);
Crawford Taylor
(Hymans Robertson)
and Phil Wadsworth
(Jardine Lloyd
Thompson).

The Financial
Reporting Council,
the UK’s
independent
regulator responsible
for promoting
confidence in
corporate reporting
and governance,
has announced the
appointment of
Louise Pryor as its
director of actuarial
standards. Ms
Pryor will join the
Board for Actuarial
Standards to lead
its challenging
programme of
transition from
the guidance notes
adopted in 2006 to
the new technical
actuarial standards
issued by BAS; she
will also become
a member of
the FRC’s senior
management team.

Jug Parmar,
pictured, has been
appointed as the
head of actuarial
services for Munich
Re India Services
in Mumbai,
where he will be
responsible for the
Indian, Sri Lankan,
Bangladeshi and
Nepalese markets.
Previously, Mr Parmar worked for Munich
Re’s UK life office.

David Hutchins has
joined asset manager
AllianceBernstein
as director of
its institutional
investment
solutions business.
In his new role, Mr
Hutchins takes on
the responsibility
of developing and
delivering robust
solutions to the firm’s
clients. Mr Hutchins
joins AllianceBernstein
with 15 years’ industry
experience, having
worked previously
on capital markets
solutions at UBS

Have you moved?

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

Ernst & Young has recruited eighteen members of the Institute and
Faculty to its Pensions Advisory team in recent months.
Joining at partner level are Terry Simmons from
PricewaterhouseCoopers (PwC) and Iain Brown from Aon
Consulting. Joining at director level is Christopher Bown from
PwC. Joining at senior manager level are Jeffrey Calvert from
Capita Hartshead and Steve Humphrys from Hewitt. Joining at
manager level are Clare Abrahams from Towers Perrin, James
Chemirmir from Lane Clark & Peacock, Tim Khin from KPMG,
Emma Morton from Deloitte, Asmi Shah from Mercer and Philip
Wheeler from CPRM Limited.
Joining at executive level are Heather Buttle from Alexander
Forbes, Angela Gough from Deloitte and Christian Maleedy from
Aon Consulting. Joining at associate level are Russ Bowdrey,
Robert Heaton, Rupert Perrier and John Verdon.
Terry Simmons, lead partner for the Ernst & Young Pensions
Advisory team, said that the appointments were due
to phenomenal growth since launching the team in October and
that expansion was due to continue in London and with the set-up
of a new team in the North of England.
Investment Bank and
as a scheme actuary
with Mercer.
KPMG has appointed
Tim Roff as its
head of insurance
risk and actuarial
services for KPMG
Europe, responsible
for growing and
developing the
company’s insurance
risk and actuarial
practice on a panEuropean basis. Mr
Roff will be based
in London and will
report directly to
Jörg Hashagen, head
of financial services
advisory for KPMG
Europe. Mr Roff joins
KPMG from Ernst
& Young, where he
held positions as both
the global and UK
actuarial leader. Prior
to his employment

at Ernst & Young, Mr
Roff was a principal
of Tillinghast-Towers
Perrin.
Hymans Robertson
has announced the
appointment of Rob
Harper as an equity
partner. Currently
engaged in his role
as the head of trustee
services, Mr Harper
is also the head of
Hymans Robertson’s
Birmingham office,
where he has
overseen a period of
significant growth.
Heath Lambert
Consulting, part
of Heath Lambert
Group, has recruited
Nigel Bankhead
to lead its actuarial
consulting practice
and Sean Elliott
as a member of the

actuarial team. Mr
Bankhead has held
the role of director of
actuarial standards
for the Financial
Reporting Council
previously, as well as
head of actuarial and
benefits consulting
at Aon. Mr Elliott
worked previously
for SBJ Benefits
Consultants.
Aon Consulting
has expanded its
Investment Consulting
Practice into Bristol
and appointed Sarah
Zambonini to drive
business growth.
Formerly with Mercer,
Ms Zambonini has
been brought on
board to spearhead
Aon’s ICP Bristol
office, as well as
support the firm’s
Birmingham office.
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