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This presentation has been prepared for the Actuaries Institute 2015 

General Insurance One Day Seminar.  

The Institute Council wishes it to be understood that opinions put forward 

herein are not necessarily those of the Institute and the Council is not 

responsible for those opinions. 



Predicting the future by looking in the rear-view mirror 

• Traditional (semi-comical) model of the insurance company as a car 

• Actuaries often accused of looking in the rear view mirror 

• Start with a mainly retrospective view using the “STEEP” acronym 

• Then look at some takeaway messages for the insurance industry and GI 

actuaries 



The Outlook: a STEEP hill? 



S for Social 

• Insurance is a social good  

– allows business activity to prosper with a lower cost of capital 

• Marine insurance business was written in London from 1426 

• It is in the interests of consumers for business to be soundly priced and reserved 

• Actuarial involvement in the GI industry is much more recent 

– A handful of pioneers in the 60s and 70s 

– Greg Taylor, Roger Sawkins, Trevor Matthews, Richard Cumpston, John 

Trowbridge 

– 6 FIAA’s worked for general insurers in 1981, 9 by 1990 

– In 1992, 31 FIAA’s (4% of total) identified themselves as working in GI  

– Statutory AA requirement in 2001 

– 24.7% of members work in GI (2014 Year in Review) – about 500 Fellows 



S for Social (ctd.) 

What accounted for the extraordinary growth?  According to Chris Latham 

(1991): 

 

1. Practitioners made progress towards rationalisation of methods and 

approaches for estimation of outstanding claims 

2. 1988 IAAust Practice Note on outstanding claims assisted in gaining 

recognition by insurers, regulators, and accountants 

3. Regular biennial forums offered by GI Seminars and Accident Compensation 

Seminars have exposed the non-actuarial industry to actuarial methods 

4. Formal submissions made by the General Insurance Committee and continual 

proselytising by individuals in all possible circumstances have contributed to 

education process 

 



T for Technology 

• In my school years (1962 to 1974) there were three ways of doing 

multiplication 

– Longhand 

– Slide rule 

– Log tables 



T for Technology (ctd.) 

• Colour TV (1975) 

• Computers (punched cards, magnetic tape) 

• PCs (more common in the 1980s) 

• Mobile telephones 1987 for $4250 (see photo) 

• Internet (rapid growth in the 1990s) 

– Huge consequences for work, recreation, retail) 

– Also new risks (phishing, other cybercrime, bullying) 

• Email 

• Social media – Facebook, Linked In, Twitter, etc 

• Skype (etc) 

• Data transmission 

 



E for Economic 

• High inflation of the 1970s helped gain acceptance of actuarial methods of 

estimating outstanding claims 

• General opening of markets (including financial markets) to competition 

– No regulatory barriers to entry just meet prudential requirements 

• Central banks and monetary policy seem (for the time being) to have 

defeated the inflation dragon 

• Float of FX rates & easy cross-border flow of capital, growth of tax havens & 

tax shelters 

• Quantitative easing & ultra low real & nominal interest rates – impact on 

pricing and competition 

• Alternative Risk Transfer (ART) capital providers have increased in significance 

as a way of financing risk, especially overseas 



E for Environmental 

• Insurance industry has come a long way in its thinking about the natural 

environment 

• IPCC first assessment report 1990, fifth (most recent) in 2014 

• Many corporates and many insurers (and reinsurers) set a high value on 

sustainability 

• Increasing global temperatures will lead to increases in the frequency and 

severity of natural catastrophe events 

• These need to be priced and price will be a function of mitigating activities 

• Huge catastrophes in Australasia (esp. Christchurch earthquakes) have 

affected willingness of some capital providers to write business here  



P for Political  

• Regulation has changed extraordinarily 

– Failure of HIH in 2001 & Royal Commission 

– Resourcing (APRA = 580 currently) 

– Volume of prudential requirements 

– Detail! 

– F2F interaction with APRA 

– Emphasis on risk & capital management 

– LAGIC, ICAAP, CPS 220 

 



Insurance Sector 

• Rationalisation  

– 200 direct insurers & 50 reinsurers in 1980s 

– 131 direct insurers & 30 reinsurers in 2000 

– to 89 direct insurers & 8 reinsurers today 

– Rational response to complexity of environment and economies of scale 

• Much more sophisticated (and intrusive) regulation 

• Huge emphasis on risk management and governance 

• Growth in the past was a given but now, where will it come from? 

• Big data – risk analysis 

• Pricing has become much more granular 

• GPS – nat cat risk (especially flood) 

• Emergence of “challenger” brands (Budget Direct, Youi, Real, supermarkets) 

 



Bill Gates on predicting the future 

 

 

We always overestimate the change that will occur in the next two years and 

underestimate the change that will occur in the next ten.  Don’t let yourself be 

lulled into inaction. 



What is the takeaway? 

• Change over the last 30-50 years has been mind-boggling and longer term 

changes are largely unforeseeable 

• Similar (or greater) changes are likely to impact over the length of the working 

career of a recent actuarial graduate 

• Actuarial skillset is valuable but under threat  

– outsourcing, 

– replacement of manual tasks with automation 

• Insurers and their service providers will need to adapt intelligently (don’t be a 

Kodak) 

• The industry and the profession will both need to keep learning 

– Continuous improvement mindset 


