
 
 
USING DATA AND ANALYTICS TO DRIVE STRATEGY OUTSIDE OF TRADITIONAL FIELDS 
 
Adam Driussi  
 
Key words: Analytics, Strategy, Wider Fields  
 
Purpose of your paper:  
 
Purpose of the paper is to highlight examples of areas in which actuaries can work beyond the 
traditional fields.  Intention is to present various case studies on using data to help drive strategy in 
industries such as banking, retail, telecommunications, pay TV, online and media. 
 
 
Synopsis: Organisations across a wide range of industries are increasingly capturing data across all 
aspects of their business.  Having captured the data, the next logical phase is to generate strategic 
insights from the data.  Who better to help companies make commercial sense of this data than 
actuaries?  My presentation will give various examples of using data to help drive strategy within 
different organisations and industries. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
Towards a carbon neutral actuarial profession 
 
Alan Greenfield 
 
Key words: carbon neutral, offsets, carbon pollution reduction scheme, business issues – pros and 
cons, Kyoto protocol, climate change 
 
Purpose of your paper: This paper discusses the costs and benefits of becoming carbon neutral, 
details how to become a carbon neutral organisation and challenges the actuarial profession and other 
organizations to move to such a position.  
 
Synopsis:  
Taylor Fry Consulting Actuaries became “carbon neutral” effective from 1 January 2006.  This simple 
statement hides the not-so-simple decisions required to operate as a carbon neutral company: 
 
 Are there ethical reasons for companies in general, and actuarial firms in particular, to go carbon 

neutral? 
 What are the pros and cons of going carbon neutral? 
 Which sources should a financial or professional services firm include when estimating carbon 

emissions:  
o Electricity use?  
o Plane travel?   
o Staff transport to work?  
o Paper use? 

 How should total emissions be estimated? 
 What energy efficiency measures are appropriate? 
 Can the capital costs of energy reduction measures be justified?   

o How can the disconnect between the landlord who pays for capital improvements and 
the tenant who receives the benefits of lower running costs be overcome? 

 Offsetting and the numerous pitfalls: 
o Are tree planting programs a valid offset?  How should you calculate the carbon 

sequestration from trees? 
o Now that Australia has signed Kyoto (and is therefore legally obliged to limit carbon 

emissions) should renewable energy offset credits be sourced from local projects or 
developing countries? 

o Are the offsets accredited?  Is the price premium in Gold Standard Kyoto credits worth 
it? 

 What is the annual cost of carbon neutrality for actuarial consulting firms or more generally for 
professional services firms? 

 
This paper briefly charts Taylor Fry’s short history of carbon neutrality, discusses the many issues 
involved in achieving such a position and challenges the actuarial profession and other organisations 
to become carbon neutral. 
 
 
 
 
 



 
 
 

Shaking Down Financial Services Regulation 
 
Eric Ranson 
 
Key words: Financial services regulation alignment of interests barriers to entry anticompetitive 
  
Purpose of your paper: To examine the costs and benefits of regulation 
  
Synopsis: The global financial crisis (GFC) is a boon for the regulation industry. The GFC was 
caused by deregulation! Or were other factors important? Did the industry shrink in the lead up to the 
GFC or just change its focus? Does increased regulation require more supervision or better 
supervision? 
 
This paper examines the costs and benefits of regulation with a focus on the Australian Financial 
Services industry. It tries to look through the myths, the spin and the author’s own prejudices.     
Does regulation stifle or change the nature of competition? Can we legally avoid regulators? What can 
regulators do to anyone outside their domain?   
 
The paper follows the author’s attempts to offer investors a better deal and the costs and 
compromises required in the real world. The presentation will provide an update on this project.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
 

 
EVALUATION OF PUBLIC POLICY INITIATIVES 
 
Geoff Dunsford 
 
Key words: Costs, benefits, intangibles, discount rate, community, future beneficiaries, 
funding 
 
Purpose: To consider how actuarial methodology may assist in the evaluation of public policy 
initiatives. 
 
 
SYNOPSIS 
As in the private/commercial world, Public Policy projects and initiatives require evaluation of 
the costs and benefits. 
 
Where relevant, this may be based on standard projections of such costs and benefits, 
discounted at a suitable interest rate. Some allowance will be made for the risks and 
uncertainties in the projected amounts. 
 
However, there will usually be expected intangible benefits from public policy initiatives to the 
betterment of the community. While commented upon in reports, evaluation may not be 
attempted. Approval of the initiative may be required on the basis of the “hard” numbers alone 
– while “soft” benefits, if achieved, would simply be considered a bonus. 
Sometimes, major initiatives may be rejected because such intangible benefits may be 
difficult to defend in a political environment. 
 
This paper considers ways intangible social benefits may be included in the evaluation 
process. In addition, where such benefits are considered to improve economic growth, the 
capacity of future beneficiaries to afford future costs and repayments of funding could be 
included in the evaluation equation 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

Strategic Disinformation: How well does it work? 
 
Shauna Ferris 
 
Key words: Disclosure, Third Pillar, Market Discipline, Regulatory Forbearance 
 
Synopsis:  
 
Question: There are rumours in the press that ABC Bank is facing difficulties. Suppose that the 
banking regulator states that as far as he is aware, the rumours about ABC Bank are completely 
unfounded; and there is no cause for public concern. As a customer of ABC, would you  

(a) Feel relaxed and comfortable? 
(b) Immediately queue up outside the local branch to withdraw all funds from ABC Bank? 

Question: You are aware that XYZ life insurance has invested a high proportion of its funds in high 
yield bonds. The market for such bonds has crashed. The Insurance Commissioner has stated that 
there is no immediate cause for concern, and the insurer is meeting regulatory solvency standards. 
Would you  

(a) Feel relaxed and comfortable? 
(b) Immediately ask to surrender your policy? 

Question: During a global financial crisis, a leading Australian economist is interviewed by journalists. 
He explains that there is no cause for concern: Australian banks are well capitalised and depositors 
money is safe. Over the next few days, do you think that this economist will: 

(a) Make a sizeable withdrawal?  
(b) Make a large deposit? 

 
These (real-life) scenarios raise two questions: 

1. How should a regulator respond to a financial crisis which affects threatens the solvency of the 
companies he regulates? What information should be provided to the public?  

2. Can we trust public officials to provide accurate information about the solvency of our financial 
institutions? 

When the financial system is going well, regulators are in favour of disclosure – this is the third pillar of 
supervision. Theoretically, full disclosure allows the market to discipline any financial institution which 
is tempted to take on too much risk. Hence disclosure provides an incentive for sound risk 
management. 
 
However, it appears that in a financial crisis, politicians and/or regulators may be tempted to relax the 
disclosure requirement, so that financial institutions which are weak are not required to reveal their 
weaknesses. The regulator may even provide assurances. Theoretically, this helps to allay panic and 
reduce financial instability. However:  

 These statements may or may not be true (it is clear that at times, public statements 
have been inconsistent with privately-expressed opinions).   



 
 These statements may or may not be effective in allaying panic – in some cases, a 

reassuring statement from a politician has immediately sparked a run on the bank.   

In the past, on a number of occasions, regulators have responded to a financial crisis by relaxing the 
regulatory solvency requirements.  (In fact, the historical record suggests that this is a very common 
reaction to a crisis).  
 
This no doubt provides reassurance to the public.  

o The financial institutions can truthfully claim to be meeting regulatory requirements.  
o The regulators can truthfully state that all the financial institutions are meeting 

regulatory requirements.  

For example, US regulators have demonstrated flexibility with respect to solvency standards and/or 
accounting standards with respect to: 

 Life insurance companies during the Depression 
 Banks during the Mexican debt crisis 
 Life insurers after the junk bond market collapsed in the 1980s 
 Savings and loans during the 1980s 
 Pension funds during the share market downturns in 2000/01  

Similarly, UK regulators and Australian regulators have also demonstrated forbearance when they 
considered it necessary to bolster public confidence.  
 
There are a number of ways to amend the published solvency ratios. Some methods are more subtle 
than others.  Some of the options are: 

o After a fall in the market value of assets, the regulator has allowed insurers to disregard 
the current market value and adopt some other method of valuation.  (For property 
assets, this result can be achieved simply by using out-of-date valuations). 

o From time to time, the regulator has simply allowed banks to ignore bad debts, and 
hold impaired loans on the books at full value. 

o Less obviously, the discount rates used for valuing liabilities have been increased, 
allowing a reduction in the present value of liabilities 

o Many countries allow the regulator to have some discretion over the inclusion of certain 
assets in solvency valuation; for example, in Australia the insurance regulator had 
discretion to include or exclude investments in related companies; in the UK, the life 
insurance regulator has discretion to include or exclude implicit items such as future 
profits.  

Of course, this strategy will only work if the public trusts the regulator’s judgement and/or if the public 
is unaware of the adjustments to the valuations.  Unfortunately, such actions may have the effect of 
reassuring the more naive investors – while the smarter investors pull their money out, exacerbating 
the situation. 
 



 
If the regulator adopts this strategy – reassuring the public  - and the companies subsequently fail, 
then this will undermine confidence in the regulator and hence ultimately undermine confidence in the 
financial system as a whole.  
 
In the proposed paper, we will look at a number of case studies, to see how well this strategy has 
worked out in the past. 
 

In some cases, it has been remarkably successful – panic is averted, the industry survives the 
crisis, and returns to profitability.  
 
In other cases, this strategy has been disastrous – weak companies have been allowed to 
remain in business and the situation deteriorates. Ultimately this can cause even larger losses. 
 

What are the crucial differences between the successes and the failures? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
Graduates’ use of technical software in financial services 
 

 
 
 

 



 
 

The Man Who Ate Himself 
Why overpopulation and over use of resources will lead to humanity’s demise. 
 
Anthony Vial 
 
Key words:  
Sustainability, Population, Overpopulation, Resources, Carbon, Carrying Capacity, Malthusian. 
 
Purpose of your paper:  
 
The greatest risk that humanity faces, is humanity itself.  
 
All of our biggest risks, (climate change, deforestation, famine, poverty, water availability) all have their 
roots in the size of our population. Continued population growth, over use of resources and the drive 
for economic growth cannot continue indefinitely in a finite world. This paper discusses, expected 
population increases, the Earth’s carrying capacity, some possible solutions to this problem and 
ultimately, the consequences, if those solutions are not implemented. 
 
Synopsis: 
 
Population:  

 Historical increases 
 Reasons for increases 
 Future projections 
 Comparison to other organisms 
 Real example of what happens when population continues unchecked 

 
Resources 

 Land use 
o Agricultural efficiency and human requirements 

 Water 
o Current fresh water supply 
o Population with supply 
o Effects to hydrological systems from our use 

 Forests 
o Historical and current deforestation 

 Fishing 
o Quotas and fish catches over time 
o Current experience 

 Crude oil 
o Why it is important 
o Peak oil (current stocks, rate of usage, how much is left) 

 
 
The Malthusian Trap 



 
 Explanation of what it is and the theory behind it 
 Why it didn’t come true previously 
 Why it is more likely to occur now 

 
Economics 

 Current economic theory 
 Is economic growth good? 
 What ‘growth’ ignores 

 
Solutions 

 What is required to prevent our demise 
 What won’t work 
 Can we implement the solutions 
 What will happen if the solutions are implemented 
 What can the Institute and/or members do 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
 
Valuing ESOs using the exercise multiple approach and binary P-options 
 
Timothy Kyng B.Sc., M. Ec., M. Stats, FIAA, F Fin 
 
Key words: Barrier Option, Binary Power Option, Method of Images, ESO valuation 
 
Purpose of the paper: 
This paper proposes an analytic formula for valuing Employee Share Options (ESOs) using the 
exercise multiple approach suggested by Hull (2004) for modelling the early exercise behaviour of 
holders of ESOs. 
 
Synopsis: 
This paper proposes an analytic method for valuing Employee Share Options (ESOs) using the 
exercise multiple approach suggested by Hull (2004) for modelling the early exercise behaviour of 
holders of ESOs. ESOs typically have a vesting date, vesting conditions and a period (the exercise 
window) during which they can be exercised. Using the exercise multiple approach it is assumed 
that the option is exercised early as soon as the stock price reaches some multiple of the exercise 
price. Under this approach the ESO can be thought of as a combination of barrier options and this can 
be expressed as a combination of binary power options using a technique called the method of 
images. The binary power option is a building block for the valuation of the ESO. Valuation formulae 
for these binary power options are presented. The method of images is a general technique that can 
be used for valuing a wide class of barrier type options. This ESO valuation technique is an alternative 
to numerical methods such as binomial lattices and monte carlo simulation and it can be implemented 
in a spreadsheet. 
 



 
 

 

 
 
Stephen Woods 
 
Key words: Panel discussion, energy, pricing, affordability, sustainability 
 
Purpose of your paper: To stimulate discussion and thinking on energy pricing, affordability and 
sustainability. 
 
To understand the key issues and possible models going forward. 
 
Synopsis:  
 
A panel discussion focussing on energy pricing, affordability and sustainability 
 
Suggested panellists to include: 

 Tony Coleman 
 Representative from a traditional energy supplier (eg coal) 
 Representative from a ‘clean’ energy provider 
 Representative from the Institute of Engineers 

 
 



 
Women on Boards and in Senior Management 
 
Jenny Lyon 
 
Key words: Career, management, board positions, women on boards, 
 
Purpose of your paper:  
To provide female actuaries with practical ideas and advice for career development focusing in 
particular on board and senior management roles.       
 
Synopsis:  
 

Getting on Board 
Board and Senior management positions do not just happen, you need to plan for them. 
 
With ASX guidelines requiring listed companies to report on the gender diversity of their board from 1 
January 2011 there is (at last) increasing interest in appointing more women to boards.  Australia lags 
behind many countries in this area.   
 
Actuarial education and experience provides some of the skills necessary to be a good director – in 
particular the ability to look at the big picture from a strategic perspective, to understand the financial 
details and also be able to understand risks and their long term management. 
 
Jenny will introduce Ruth Medd from Women on Boards to talk about her organisation and her 
experience in helping women prepare themselves for Board positions. 
 
This session is about encouraging women to consider a senior management or board career at some 
stage and to open your thinking to what you can be doing now to ensure your future success.  The 
objective of the session will be practical with a focus on how you present yourself and how this is 
interpreted by others – the words you use and the image you convey by them.  
 
Women and men at all levels are encouraged to come and share their experiences and questions. 
   


