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Editor

Wanted… new Editor for
Actuaries Magazine

F

ollowing the recent resignation of Ben Ooi, we
need a new Editor for Actuaries magazine. This
role presents a great opportunity to have your
say, show your leadership skills and potentially
step outside your comfort zone. So…

• Are you keen to get your views out to the
membership?
• Do you have a creative streak that needs an outlet?
• Want to raise your career profile?
• Feel like contributing to the Actuaries Institute in a
professionally rewarding and practical way?

Interested?

Contact katrina.mcfadyen@actuaries.asn.au – we’d love to
hear from you if you are interested, or know of someone else
who might be suitable for this engaging and rewarding role.

Thank you
Our thanks go to Ben Ooi for his great contribution as Editor
of Actuaries. Ben brought renewed energy to the newlook magazine resulting in lots of positive feedback from
members. We’ll be working hard to make sure this continues.

What do you need to do?
• Work with the Editorial Committee to identify current
issues of relevance to actuaries and source content
authors for the magazine articles.
• Write, or facilitate the writing of, an editorial for all 10
editions of the magazine (March – December).
• Review articles for suitability for publishing in the
magazine.
• Act as Convenor of the Editorial Committee.
You won’t be doing it alone… in this role,
great support is continuously provided by:
• the other members of the Editorial
Committee;
• the Institute’s Communications and
Marketing Team who are responsible for all
aspects of production;
• our graphic designer, and
• our volunteer proof readers.

© Zurijeta / shutterstock.com

The role involves Editorial Committee
meetings at the Actuaries Institute once
a month (free lunch included if based in
Sydney); and a couple of hours per week of
magazine coordination involvement.

August 2012 Actuaries

3

Interview

Rebel with
a cause

Anthony Lowe
The actuary with a big heart and mind
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Candice Sng
candice@honnermedia.com.au

I

f you’re not already in the know, September is International Prostate Cancer
Awareness Month – a time to raise awareness of an illness that affects 20,000
Australian men and their loved ones each year. What better time for us to meet
an actuary who is leading the charge in this field, Dr Anthony Lowe, CEO of the
Prostate Cancer Foundation of Australia (PCFA). The journey he’s taken to where
he is today is, in his own words “something I would never have imagined when I
first started out.”
Anthony began his career, as many actuaries do, in the financial services world.
Even this was not entirely planned.
“At the age of 16, I dreamed of being a theoretical physicist, and my heroes were
people like Albert Einstein and Erwin Schrödinger (one of the founders of quantum
mechanics). My high school maths teacher gave me the confidence to study
mathematics at a higher level. But, after completing my undergraduate studies and a
PhD in Mathematics at Cambridge and Southampton Universities, I realised I wasn’t
quite good enough to do that – I really took it as far as I could,” Anthony explains.
“So I looked for an occupation that would use my existing skills and put food
on the table. Being an actuary seemed to fit the bill nicely – and it sounded like
interesting work.”
A career was born. Anthony began his actuarial training with consulting actuaries

Anthony Lowe being interviewed
by Candice Sng, and right Anthony
promoting the Big Aussie Barbie.
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Interview continued

R. Watson & Sons (now part of Towers Watson) in 1987 at Reigate and
then Birmingham in the UK, where he eventually became a Partner.
Since then Anthony’s career has focused on managerial rather
than purely actuarial and analytical roles. He’s held senior executive
positions in the financial services industry in Australia, the US and UK,
including with Watson Wyatt, AMP and Mercer – ultimately becoming
an Executive Director and Asia-Pacific business Group Leader at Mercer
Wealth Solutions. A particular highlight was the opportunity to manage
Mercer’s benefits administration business in New Jersey, Kentucky and
Chicago in the US.
“Peter Coster, the former CEO of Mercer globally, once told me that
everybody should, at some time in their lives, work in another country.
It opens up your mind to different ways of doing business, different
cultures and ideas,” says Anthony. “Personally, I’d always been curious
to live in the US, so when the opportunity arose, I took it, and we spent
three wonderful years there.”
“It was an interesting time to be in the States, only a year since
September 11 happened, and it was still very much in the minds of
Americans, which manifested itself in a heightened sense of patriotism.
Also, apart from the obvious differences in pension systems – with
many more defined benefit funds, I found managing teams in the US
was very different to Australia and even the UK – for one, staff there are
much more outcomes-focused, and tend to be less likely to speak their
mind when they disagree with management. Aussies are much more
comfortable with that!”
After returning to Australia with Mercer Wealth Solutions and seeing
through a number of strategic projects as Asia Pacific Business Group
Leader, Anthony had achieved all he wanted to in the financial services
world, and was ready for the
next challenge.
“I had always planned to eventually give back to the community by
working in the not-for-profit sector, and originally thought it might be
in the area of the performing arts, which is a great passion of mine. At
that point I thought to myself, what else could I do with the skills I had
acquired?” Anthony recalls.
Looking at the considerable suite of capabilities he’d developed
over the course of his career – broad enough to encompass financial
management, IT systems restructuring, HR management, and managing
teams in various countries, as luck would have it, these were just the
skills that would suit a Chief Operating Officer (COO) position.
“Fortunately, just at the time I was looking, I found an ad on Seek –
the National Breast Cancer Foundation (NBCF) was looking for a COO. I
applied, and was lucky enough to get the job!” Anthony says. “I was able
to bring all those skills I had to bear on what was a comparatively small
organisation, but one that had grown incredibly fast.”
“Sue Murray, CEO of the NBCF, was a true inspiration for me – she
took the organisation from a mere two people and a tiny income to
35 staff and $20m income a year. She was a real hands-on, constantly
positive leader whom I learnt a great deal from.”
After four years with the NBCF, Anthony landed the role of CEO of
PCFA, a position he’s held for just over a year now. Anthony admits
there are some big differences between the transferrable actuarial skills
that can be brought to a COO role and the skills needed as the Chief
Executive of an organisation.
6
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“There are some actuarial and COO skills that have helped me in
my current role – financial analysis, business strategy, big picture
HR management, for example. But as CEO I also do a lot of lobbying
and media liaison. It’s a much higher profile position, particularly in a
community organisation like PCFA. A recent highlight was being on the
Today show talking about a new therapy for Australian men living with
advanced prostate cancer,” says Anthony.
Anthony has some comforting advice for actuaries looking to the
future. “As actuaries we tend to focus on the detail – but I would say to
young actuaries, don’t try to plan it out too much. As one of the senior
Watsons Partners, Vince Chambers, once told me, opportunities will
always come along for smart people. I’ve found that the more senior you
get, the harder it is to try to map out where your career will take you.
There’s no way I would have guessed that I would one day be CEO of
Prostate Cancer Foundation of Australia.”
“Also, try not to have regrets, and always be optimistic. As my mum
always told me, pull your socks up and just get on with it.”
Anthony encourages actuaries with an interest in working in the
not-for-profit sector to get involved, and believes actuarial skills are
very transferrable to community-based organisations who, like private
companies, are always in need of sound financial management.
“The biggest challenge for community organisations like PCFA is to
do the most we can with scarce resources. Unlike companies though, we
are mission-driven, and there is always more work we could be doing.”
Anthony recommends that those looking to work in the community
sector begin building their network of contacts early – talking to people
involved in such organisations, and volunteering.
“At the most basic level, look at your LinkedIn profile – does it only
contain people in your organisation or industry? Broaden your network
through functions, through your work. That will make a transition to the
community sector easier,” he says.
Turning to his work with PCFA, Anthony explains that the purpose of
the Foundation is reducing the impact of prostate cancer on Australian
men, their partners, families and the wider community, by:
• promoting and funding world leading, innovative, research;
• implementing awareness campaigns and education programs; and
• supporting men and their families affected by prostate cancer.
“Our annual community surveys show that PCFA’s work is having a
positive impact on awareness of this disease, but there is still much
to be done. Sadly, this year more than 20,000 Australian men will be
diagnosed with prostate cancer and 3,300 will die of the disease,”
says Anthony.
As well as being International Prostate Cancer Awareness
Month, September is also the month of the Big Aussie Barbie,
encouraging Australians everywhere to hold a true blue BBQ
to raise funds for PCFA. Events will be held in capital cities
including the kick-off event in Martin Place, Sydney on 31 August.
For more information, visit www.bigaussiebarbie.com.au.
“I encourage readers to get involved and hold your own Big Aussie
Barbie in your workplace, neighbourhood or sports club,” Anthony says.
“Fundraising events like this fund vital research and support services to
Australians suffering the effects of prostate cancer.”

Under the spotlight

Scott French
scott.french@students.mq.edu.au

Scott French
Title… Actuarial Studies Student
Organisation… Macquarie University
Summarise yourself in one sentence…
A student in his final year of university,
interested in the intricacies of actuarial
studies as well as having a passion for
travelling and youth diplomacy, recently
returning from the Youth G20 Summit
in Washington
My interesting/quirky hobbies… Mandarin
My favourite energetic pursuit… Tennis
The sport I most like to watch… NRL,
particularly State of Origin
The last book I read (and when)… Harry
Potter (yes, it has been
a while!)
My favourite artist/film… The Godfather
The person I’d most like to cook for…
I think my mum is the only one who would
enjoy my cooking
I’m most passionate about… International
relations and youth diplomacy
What gets my goat… Not being able to think
of a really good answer to this!
I’d like to be brave enough to… Work/study
abroad in China for a year
In my life I’m planning to change…
The stereotype of an actuary!
Not many people know this but I… was a
very, very chubby teenager
Four words that sum me up… Young,
ambitious, sporty, friendly
What I wanted to be when I grew up…
A surgeon
Why and how I became an actuary… I
finished high school and had no idea what
was next. I had a quick flick through the UAC
book and saw that four unit mathematics

was recommended
and three unit
mathematics was
required and thought
to myself, “Hey,
this will be a great
challenge” and I have
never looked back. I
also really wanted to
work with models
Where I studied to
become an actuary
and qualifications
Scott (right), with two delegates in Washington for the G20
Youth Summit
obtained… I am
currently studying
Actuarial Studies at Macquarie University,
The most valuable skill an actuary
expecting to finish at the end of 2012
can possess is… good judgment and
communication skills
My work history… I haven’t finished
university yet so my work history isn’t the
If I was President of the Institute, one
most extensive list! I have interned three
thing I would improve is… Integrate the
times at Deutsche Bank AG and at Finity
practical side into the earlier years of
Consulting and as everyone did as a student,
studies (particularly Part I) and develop
fried chicken in the kitchen of KFC
actuaries as well-rounded individuals
What I find most interesting about
At least once in their life, every actuary
my current role… As a student, I am
should… Work abroad
constantly learning from the industry
greats, developing my technical skills and
My best advice for younger actuaries…
developing opinions on the current issues
From one young actuary to another, be wellpertaining to the actuarial community
rounded and love what you do!
My role’s greatest challenges… Thinking
about where the future will take me and
If I could travel back in time I would…
taking any opportunity that presents itself
Learn to speak languages other than English
to me
and learn a musical instrument
Who has been the biggest influence on my
If I win the lottery, I would… I would never
career (and why)… My mum always keeping
enter the lottery because the odds are stacked
me in line and rational with my decisions
against you (yes, I am an actuary)
My proudest career achievement to date
is… Being one of the six representatives
for Australia in the Youth G20 Summit in
Washington DC
10 years from now… Hopefully start my
career strongly, developing myself as a
respected professional and get married and
have children
When I retire, my legacy will be…
I think I had better start my career
before thinking about retirement!
August 2012 Actuaries
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Opinion

Should Private
Health Insurers be
more competitive?
The Government
has announced it
will establish PACU
– the Private Health
Insurance Premiums
and Competition
Unit – to increase
competition
between insurers.
So, how competitive
is the private
health insurance
(PHI) industry
already? This article
describes how
competition can be
measured and how
PHI compares. We
then suggest how
competition could
be increased.
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Jamie Reid
Principal, Finity Consulting
Jamie.Reid@finity.com.au

Federal Budget Announcement:
“In 2012-13, the Government will establish the Private Health
Insurance Premiums and Competition Unit (PACU) within
PHIAC. The PACU will identify options to increase competition
in the private health insurance market and put downward
pressure on industry costs and premiums.”
Portfolio Budget Statements 2012-13, Department of Health
and Ageing. PHIAC stands for the Private Health Insurance
Administration Council. Health insurers are regulated by PHIAC,
rather than APRA.

How Could Premiums Reduce?
Health insurers require government permission to change premiums.
The Budget Statements talk of “downward pressure on industry costs
and premiums.” Premiums cover claim costs, expenses and a profit
loading, so where should this pressure be applied?
The profit loading is the smallest of the three components, but often
the most contentious. Industry net margins averaged 4.6% over the last
five years, and profit margins (including investment income) averaged
7.4%. Customers can choose from a range of for-profit and not forprofit providers.
PHIAC has recently said the industry operates with “generally narrow
price/coverage spreads combined with narrow margins1.” In addition,
much of the “narrow margin” is required to offset increasing capital
requirements.
Profit not required for increasing capital requirements might be only
2% to 3% of premiums. These amounts are inconsequential compared
to total premium revenue – most members would not notice a 2%
adjustment to premiums. However, reducing profit margins would
certainly deter competition for new business, or new entrants from
joining the industry.
Management expenses average around 9% of premium
revenue. The industry appears to be good at controlling
expenses, with the average expense ratio having reduced in
recent years. PHI compares favourably to general insurance,
where expense ratios of 25% to 30% are the norm.
Marketing is sometimes identified as an area where savings could
be made. However, the battle for new members is also a sign of
competition in the industry.
Any meaningful downward pressure on premiums would require
lower claims costs, since expenses and profit margins represent only
around 15% of revenue. There are a number of challenges that would
need to be addressed:
• general insurers can control claims costs by sharing risk with
customers, for example, by charging lower home premiums if a
security system has been installed. Legislation prevents health
insurers offering discounts to members who reduce health risks;
• insurers cannot require customers to use particular doctors or
hospitals;
• just under half of hospital and medical costs are shared through
the risk equalisation arrangements, which reduces the incentive for
individual insurers to control costs; and
• the reason people buy health insurance is to pay for health care.
People will be less likely to buy health insurance if benefits are cut to
reduce claim costs.

Many of the challenges arise due to community rating, which means
premiums can’t reflect the differences in expected claim costs
between individuals. The aim of community rating is to ensure PHI
remains affordable for all Australians, including those with the greatest
healthcare needs. If government decides community rating is more
important than competition, it will need to accept the consequences for
cost control and premium increases.

Previous Assessments
PACU is travelling a well-trodden path. Health insurance premiums
increase faster than the consumer price index due to a range of
factors, including ageing, the availability of new medical techniques
and changing patient expectations. However, cost drivers are not well
understood by consumers, and so PHI competition has been examined
many times before.
The Senate has required the ACCC to prepare more than ten
reports on PHI competition since 2000. Extracts from a number of
other assessments are summarised below. The assessments of PHI
competition range from strong to relatively weak. Where problems with
competition are identified, reports have speculated this may be due to
regulation rather than the insurers.

“There appears to be a reasonable degree of competition
among health insurance funds, more so in some areas than
in others, but behaviour and performance are constrained by
regulations that affect incumbents and potential entrants alike.”
Industry Commission Report into PHI (1997)

“Private health insurance is a heavily regulated industry.
Competition appears relatively weak, although it is not
clear whether this is a cause or an effect of the existing
regulatory structure.”
Access Economics Report, Regulation of Private Health
Insurance Pricing (2005)

“In PHIAC’s assessment, competitive forces are strongly
present in the industry, and are demonstrated by:
• sophisticated marketing and advertising campaigns
that are aimed at both attracting new members to the
industry and members from other insurers;
• a proliferation of products, as insurers have attempted to
provide features over and above the products of others to
attract and retain members; and
• generally narrow price/coverage spreads combined with
narrow margins.”
PHIAC, Operations of the Private Health Insurers Annual
Report 2009/10

“Current capital positions and margin outcomes for the
industry suggest that price competition is not as sharp as it
could be.”
PHIAC, Operations of the Private Health Insurers Annual
Report 2010/11

August 2012 Actuaries
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Opinion continued

The Herfindahl Index (HI)
HI is a common measure of the competitive
structure of an industry, based on the number
of participants and their market share. HI
ranges from 0% for the most competitive
market to 100% for a monopoly provider.
The US Department of Justice considers HI
when assessing mergers. It defines a highly
concentrated market as having a HI of more
than 25%. HI between 15% and 25% indicates
moderate concentration.
We have calculated the HI for PHI in
Australia and a number of other jurisdictions.
We also show HI for compulsory third party
motor insurance (CTP) in NSW and Queensland,
as examples of other highly regulated
insurance markets.
According to the HI, Australian PHI has a
moderate level of industry concentration, and
compares favourably to other jurisdictions
and to CTP. (See Figure 1 – Herfindahl Index –
Australian PHI and Other Insurances, below.)

In Search of Perfection
Economists use the term “perfect competition”
to describe the ideal marketplace. While

economists have yet to find any “perfect”
industries, the definition provides a useful
benchmark to assess PHI. See Table 1
(following page).
What is perfect for economists may not
be perfect for everyone, and so the definition
of what represents a competitive market is
open to debate. For example, large numbers
of products can make it difficult to compare
insurers. However, a narrow product range
might show a lack of innovation, possibly due
to a lack of competition.
Overall, PHI measures up well to the
economists’ definition, supporting the view
that there is a good level of competition in
the industry.

How Could Competition be
Increased?
The Industry Commission view was that
government should neither “control nor
screen” price changes. They said:
• “given the benefit-driven nature of pricing,
there is little the Government can achieve
by attempting to suppress prices (other
than endangering solvency);”and

• price regulation can be a “deterrent to
entry of new organisations into the market
and thus detract from incentives to
be efficient.”
The conclusions of the Industry Commission
remain valid today. Prices for most goods and
services – including most insurances - are
set by market forces. To retain customers,
an insurer’s prices would need to remain
competitive with both other insurers and free
public healthcare.
Changes in regulation would also allow
more competition in PHI. For example, insurers
could be allowed to sell products providing
cover outside hospital, or only covering
major surgery.
Community rating makes private hospital
treatment affordable for those who need it
most, but the reasons for community rating
of “extras” such as dental and physio are less
compelling. Removing both price regulation
and community rating for extras benefits
would certainly change the way insurers
engage with customers.

Figure 1 – Herfindahl Index – Australian PHI and Other Insurances

Concentration
40%

High

35%

Herfindahl Index

30%
25%

Moderate

20%
15%

Low

10%
5%
0%
CTP – QLD

CTP – NSW

PHI – UK

PHI – US
(Texas)

PHI – US
(California)
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Table 1 – How Does PHI Compare to “Perfect Competition?”
Characteristic
of Competitive
Industry

Assessment of PHI

Comment

Many buyers and
sellers – no one
seller (or buyer) can
affect prices

Good

Clearly true for buyers, especially since group
schemes represent a small part of the market.
While the largest five insurance groups have
a market share of around 80%, there are a
number of small and medium sized competitors
trying to grow market share. There is clearly a
high level of marketing activity. The Herfindahl
Index (see previous page) suggests a moderate
concentration of sellers in PHI.
Customers can move between insurers
without penalty (guaranteed acceptability, no
need to repeat waiting periods).

Each firm produces
the same product

Good

There are a wide range of different products
on the market – over 20,000 according to The
Department of Health and Ageing. However,
insurers tend to sell similar products, which are
broadly comparable. For example, a customer
wanting hospital cover without exclusions and
an excess of around $250 could quickly find a
range of quotes.
Unlike most other industries, every product
must meet minimum cover requirements
specified by the Government.
No matter which product they choose,
customers will be protected by the same capital
standards and have access to the Ombudsman.

Price and product
information known
to all buyer and
sellers

Good

Information published on privatehealth.gov.au.
A range of support is available to
customers wanting to understand the available
information, ranging from government initiatives
to insurance brokers.

Firms can enter
and exit the market
freely

Fair

Close regulatory scrutiny is needed when firms
enter or leave the industry, so the process can
be time consuming and expensive.
New entrants are able to join industry
groups which arrange hospital contracts or
provide IT systems for multiple funds. These
groups reduce the benefit of scale to existing
participants.
The insurers involved in Australian PHI do
change over time. For example, a new insurer
has recently started operating.
Low profitability is often identified as a
reason for few new entrants.

Conclusion
While people have different views about
what a competitive industry looks like,
it rarely includes community rating,
government price controls and regulations
on product design. Government ownership
of the largest market participant –
Medibank – also makes PHI
fairly unusual.
In other regards, PHI measures up
fairly well to the competitive industry of
economics textbooks. A large number of
providers offer similar ranges of products
and customers can change insurer without
penalty. Insurers set premiums only
marginally above costs. Customers can even
choose not-for-profit insurers.
If insurers were making excessive profits
then new companies could enter the
market (and one recently has). Customers
who consider PHI to be poor value can
access a free public alternative.
PHI competition has been examined
extensively in the past, including the 1997
Industry Commission report, and more
than ten ACCC reports since 2000. It will be
interesting to see what PACU brings to the
debate.
The central issue in premiums and
competition is the regulation of prices.
If government is unhappy with PHI
competition, perhaps it could try letting
the market
set prices?

1

Source: Operations of the Private Health Insurers
Annual Report 2009-10
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Report

Notifiable circumstances in
Private Health Insurance
– the obligation to advise

When the Private Health Insurance (PHI) Act was passed in
2007 it formalised the Appointed Actuary role which had been
informally established since 2004. However, the requirements
that would make the Appointed Actuary’s role a continuous
responsibility to monitor and advise (rather than being limited to
a specific list of compliance tasks) were left to regulations.
The approach taken by the PHI regulator (PHIAC) was to create the
Notifiable Circumstance regime. In doing this, PHIAC consulted the Health
Practice Committee, and drew on the experience of its members both in
health insurance and in other practice areas including superannuation.
Under this regime a PHI Insurer must notify its Appointed Actuary of
any circumstance which may be significant for its business, and ask the
Appointed Actuary whether he/she considers that actuarial advice is
necessary.
What flows from this requirement is a comprehensive framework which
ensures that a PHI insurer should always receive timely actuarial advice
when warranted. This framework differs from other insurance regimes and
it has been in operation for five years. In this article I will explain how the
regime works, the legal obligations it places on insurers, and what I see as
professional implications for PHI Appointed Actuaries.
12
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Introduction

Stuart Rodger
srodger@deloitte.com.au

Notifiable Circumstances
The secondary legislation governing the Appointed Actuary role
is PHIAC’s Private Health Insurance (Insurer Obligations) Rules,
made under the Private Health Insurance Act. These include the
Notifiable Circumstance regime and process.
Notifiable circumstances are most definitely not the same as
“adverse events” (and the meaning of the term should not be
confused with its usage in some other regulated industries – e.g.
some healthcare regimes – where a “notifiable event” refers
specifically to a regulatory breach). In most cases they would be
events, decisions or actions intended to have a positive effect on
an insurer, such as the annual premium rate review or the launch
of a new distribution channel or product. They are “notifiable” to
the Appointed Actuary, not the regulator.
They include anything which would have a significant effect
on the conduct of the Health Benefits Fund business. The list
set out in the (Insurer Obligation) Rules includes several specific
circumstances but also a provision enabling the Appointed Actuary
to declare a Notifiable Circumstance for things not included
elsewhere. The list is set out in Rule 1(3) of Schedule 2 as:
(a) proposed changes to the rates of premiums charged under
a product of a health benefits fund conducted by the private
health insurer;
(b) proposed changes to the benefits provided under a product of a
health benefits fund conducted by the insurer;
(c) significant redevelopment or revision of the strategic or
business plans of the insurer;
(d) significant redevelopment or revision of the strategic or
business plans of a health benefits fund conducted by the
insurer;
(e) development of a new product of a health benefits fund
conducted by the insurer;
(f) major revision of an existing product of a health benefits fund
conducted by the insurer;
(g) significant changes to the investment policies of the insurer;
(h) significant redetermination of the risk profile of the insurer;
(i) development of, or changes to, a capital management plan,
being a plan dealing with the management of capital of the
insurer or a health benefits fund conducted by the insurer;
(j) any other event that the insurer reasonably expects to have a
significant impact on the conduct of the business of a health
benefits fund of the insurer;
(k) significant business diversification activity;
(l) any event specified in writing to the insurer from the actuary.
This list includes not only the obvious items such as premiums and
policy benefits, but also items fundamental to the management of
the business such as revisions of the strategic plans, and any other
event with “a significant impact on the conduct of the business”,
such as the creation of a new distribution channel or expansion to
a new territory.

Notifiable Circumstance procedure
The Notifiable Circumstances procedure set out in the Rules is
designed to ensure that when a company needs advice it gets it,
regardless of who first recognised the need. The procedure gives
primary responsibility to the insurer for notification (although in
some cases it rests with the Appointed Actuary).

The Notifiable Circumstances procedure is
designed to ensure that when a company
needs advice it gets it – the procedure
generally gives primary responsibility to
the insurer for notification. However the
procedure then places the onus on the
Appointed Actuary to make the decision
as to whether advice is needed.

However the procedure then places the onus on the Appointed
Actuary to make the decision as to whether advice is needed; if
the decision is that advice is needed, the onus is on the Appointed
Actuary to state this in writing to the insurer.
There are consequences for an insurer which does not request
this advice within 21 days of the Appointed Actuary stating
in writing that it should, as the actuary must then report this
situation to PHIAC.
To be comprehensive the process consists of several steps
which may on a casual look appear somewhat bureaucratic.
However in reality these are describing (and will usually first
happen as) a conversation between insurer and actuary, so many
of the steps become combined into a single interchange.
In practice each Appointed Actuary needs to establish
with the insurer a process for dealing with notifiable
circumstances. To be effective these will vary with the nature
of the relationships and the company. However, regardless of
the particular formal processes set up, the common element
is that from the outset the Appointed Actuary needs to be in
dialogue with Board members and senior management about:
• What are notifiable circumstances?
• How can they be recognised? And,
• What are the Appointed Actuary’s requirements when they
arise?
Although it is after the event, it is useful to document in the
Financial Condition Report the Notifiable Circumstances that arose
in the year. This has now become a formal requirement under PS
600. If any circumstances are found to have been omitted from
this list, the control cycle can be strengthened for the future.

Practical advice whenever it’s needed –
avoiding the “Compliance task” mentality
The underlying requirement is that the insurer receives actuarial
advice when the business needs it. This is ultimately a commercial
judgement. Although there is significant power in the hands of
the Appointed Actuary (through PHIAC) to insist on compliance,
if “Compliance” becomes the justification for the insurer then
something has failed.
Not every Notifiable Circumstance requires actuarial advice.
Minor product changes for example may not justify this, and the
Appointed Actuary has the power to say so in any particular case.
August 2012 Actuaries
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Report continued

Notifiable Circumstances – the Insurer Obligation

Notifiable circumstance occurring

First recognised by
Appointed Actuary

First recognised by
Insurer

Appointed Actuary specifies
the event in writing to insurer

Insurer notifies AA of
Notifiable circumstance

Steps in boxes shaded blue
are frequently agreed in a
single conversation and
documented later

AA considers whether
actuarial advice required

No

AA states no advice
required

Yes
END

AA states in writing that
advice is required
Insurer requests advice
from AA within 21 days?

No

AA informs PHIAC of
insurer’s non-request

Yes
AA provides actuarial
advice

PHIAC action

(Next steps)

Most have found that applying this sensibly enhances the
respect for the role.
As well as the list of specific events there are two items
in the list of Notifiable Circumstances that require the
actuary and insurer to be continuously aware of events and
the potential for useful actuarial advice:
(j) any other event that the insurer reasonably expects to
have a significant impact on the conduct of the business
of a health benefits fund of the insurer; and
(l) any event specified in writing to the insurer from the
actuary.
Both of these are very broad requirements, leaving
no excuses for either party to have failed to involve the
Appointed Actuary in any key business decision where this
would be beneficial for the insurance business.
The first requires the insurer to bring the Appointed
Actuary into the loop when significant changes are
expected, in time for the actuarial advice to be effective.
For this to work in practice, the Appointed Actuary needs to
have established good communication channels with both
insurer management and board; these notifications best
happen as a genuine recognition that the company needs
advice instead of as a formality.
The second requires the Appointed Actuary to be
continuously monitoring both the business of the insurer
and the environment within which it operates. This is not a
14
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“general awareness” issue – the onus is on the Appointed
Actuary to always be thinking through the specific
implications for the insurer and specifying when the insurer
needs to ask for actuarial advice. At that point the insurer
has very little choice but to ask for it. This also places the
onus on the actuary to exercise sound judgement by not:
- staying silent when advice should have been provided;
and
- insisting on providing advice when not justified.

Conclusion
Appointed Actuaries in PHI have been given the opportunity
to be truly the “trusted advisor” for PHI insurers, avoiding
the “Compliance work” epithet which now often seems to
diminish the role in life or general insurance.
The more professionally, commercially, and courteously
they exercise the responsibilities, powers and discretions
given to them under the Notifiable Circumstances regime,
the more effective will be the PHI industry, and the greater
the respect for the actuarial profession.
Stuart Rodger is experienced as an Appointed Actuary
in both health and life insurance, and is a Partner
in Deloitte. He was Convenor of the Health Practice
Committee when PHIAC consulted the Actuaries Institute
on the design of the Notifiable Circumstance regime.

Letters

Model Actuaries
Dear Editor,
I have just received my copy of
the magazine. Congratulations
on delivering what looks to be
another interesting read.
On my initial flick through the
magazine I noticed that there are
a lot of pictures of people – but
I'm concerned that the majority of
the people are not actuaries.
Are we not good looking
enough? Why only show tiny
pictures of the authors of the
articles and gigantic pictures of
"civilians"?
Wasn't there someone who
looked old enough for the "living
to 120" picture (I could have
made some helpful suggestions!).
What about finding a picture of
a capable actuary on page 37?
Were none available? What about
healthy looking actuaries on page
21?
Also, in thinking about writing
to you about my concerns, I
wondered when the letters to
the editor section disappeared. I
actually wondered if I should write
this question to Gae instead, or
did you only receive the one letter
last month (from Peter Carroll)?
Perhaps I took your invitation
to speak up too literally?
Jacqui Reid (no vested interest,
not particularly old and not
entirely jaded)
Jacqueline.Reid@marsh.com
The issue of who appears in
photographs is primarily one
of economy – not ageism or
aesthetic elitism, we promise.
Most of the images utilised
in the magazine are either
supplied by authors (many
of which are not of optimum
resolution and can therefore
only be used at a restricted
size); or purchased from
photo-libraries. Those from
the photo libraries hopefully
add to the general appearance
of the publication and make it
more dynamic and interesting.

By contrast, photos of 'real'
actuaries need to be identified,
coordinated, and professionally
photographed to enable them
to be used in our magazine.
However, the cost of a relevant
'actuary' portrait image can be
20-50 times the cost of a generic
libray image – a potential
cost that would be ultimately
borne by you through your
contributions to the Institute.
This process is also very time
consuming for the part-time
editorial team and can severely
impact the production schedule.
Plus there are also the legal and
time aspects of copyright and
model/subject releases to be
navigated. We do however try to
source, commission and utilise,
relevant photos of actuaries
for major articles or interviews
whenever possible (see p4).
Past experience indicates that,
although they might like the
idea initially, ultimately not
many actuaries want to be
identified and linked as part
of general pictorial reporting.
If actuaries would like to get
more 'exposure' by providing
relevant professional quality
model-released and editorially
suitable photos of themselves
or their colleagues, we would
welcome these endeavours and
try to use the photos as often
as practicable! Regrettably
'Australia's (Actuarial) Next
Top Model' is unlikely to
appear on your TV screens
anytime soon – but if you wish
to nominate yourself for our
'talent book', feel free to do so
(… Jacqui?). Regarding 'Letters
to the Editor' – we haven't been
receiving (m)any! Members,
please continue to contribute in
this way. (So thanks Ron for the
following). – Assisting Editor

Superannuation
Governance
Dear Editor,
The following comments on the
recent CEO column are made from
the wilderness of retirement and
may reflect my absence from the
real world. I suspect that Melinda
will agree with at least some of
them.
I was surprised that she should
raise the question whether the
Institute should comment on the
makeup of trustee boards. That
there is dispute about the matter
was more surprising, especially in
view of the sentiments expressed
at the Prudential Standards
meeting. Does this mean that
the profession prefers not to be
involved at the macro level where
it really matters?
My dictionary defines
governance as “governing,
control”. Key elements of APRA’s
Prudential Standards are
investment management and
risk management. These surely
are the areas in which actuaries
are required to give professional
advice. Indeed the new FCR
Guidelines, item 4.1.1, require an
“objective assessment for the
financial condition of a Fund
now and in the future”. There will
be cases where the reporting
actuary finds flaws in the top
level machinery on which both
these questions depend. He could
hardly make direct reference to
board appointments but would
have to emphasise the need for
greater expertise in the key areas
affecting financial condition. He
could do this with much greater
confidence if he had the support
of Institute policy.
In developing and expressing
a policy in this area the Institute
would of course be dealing
with principle as it affects the
whole superannuation industry
rather than any specific case.
It could therefore refer directly
to board appointments. If the
Institute policy is soundly based
and enjoys the sympathy, or

better still the support, of the
Regulator, it should not offend
any reasonable interested party.
Superannuation is an area
of the greatest importance for
both Australia and a considerable
proportion of the population
and one in which actuaries can
make a real contribution. They
can do this best if, as well as
their technical role they play
some part in the governance
area. The Institute could generate
discussion of this concept by
announcing a Policy along the
following lines.
The Institute believes that
a superannuation fund
of more than x million
dollars or having at least
y members should have
an independent actuary
with at least five (?) years
superannuation experience
on its Board.
This would be supported by three
or four paragraphs, not pages,
of overwhelming supporting
argument, including helping
the Board, and the Regulator,
with major investment and risk
problems. The Institute would
indicate numbers for x and y for
discussion by the industry and
approval/endorsement by the
Regulator.
I note that APRA uses the term
RSE (Responsible Superannuation
Entity) in its governance papers
whereas the Institute defines
Board as “the trustee board
of a fund or its equivalent” for
financial condition reporting. It
would of course be essential for
any Institute policy statement to
be expressed in appropriate APRA
language.
Regards from the wilderness.
Ron McDonald
ronfredmac@netspace.net.au
P.S. Does the Institute have an
actuary with at least five (?) years
superannuation experience on
the Board?
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President's Column

David Goodsall
president@actuaries.asn.au

Brand Actuary and the future
Future of the profession

Actuary brand

When I began my term as President an important goal
was to encourage discussion about the future of the
profession. This is very important as the environment
in which we operate continues to change and we need
to adapt to it. As I meet our new qualifiers and existing
members around Australia and overseas I am impressed
by the skills and passion for the profession that I see, as
well as the willingness to challenge the concept that we
have a right to our position.
This is a view shared by many other actuarial bodies
around the world who also see the actuarial brand in

Of course as an Institute we can only do so much. The
brand is really what our clients and work colleagues see
in their interactions with us. We as individuals make
up the brand and it’s we who can change it. I believe
actuaries have the skills and ability to add enormous
value to just about any enterprise provided we focus
on adding value for realistic business outcomes that
acknowledge that a successful business is one that takes
appropriate risk for appropriate reward. I hope that more
of our members will look for interesting opportunities
that would not be considered actuarial and apply for
them because they are professionals with a wide
range of skills. In this way people will see what
actuaries can do outside the traditional roles.

Code of Conduct
Historically our Code of Conduct restricted what we
could do and how we had to do our job. It required
us to write detailed reports that allowed the results
to be recreated, it also required us to be impartial
at all times. But our clients often didn’t value those
long technical reports, they want our opinions and
to advocate for them. The 2009 rewrite of the Code
removed those restrictions and replaced them with
requirements on professional behaviour that are
consistent with the expectations of society without
putting us at a competitive disadvantage to other
professions. The Code now permits us to tackle a
wider range of work more easily and to write reports
that meet the requirements of our clients. Despite
signing off annually that they comply with the Code,
there are still too many who think they are bound by
the old Code. I encourage everyone to read the Code
and understand the support it gives to enhance the
value we bring to our principals.

David Goodsall

need of updating to reflect that our technical skills in
liability determination and capital management and
pricing, are no longer seen as our exclusive domain,
others can also add value in advising on the business
implications.
The advances in technology and expansion of scope
of other professions means this is no real surprise, but
how can we address this? Council is currently updating
the Institute strategy with this issue clearly in mind. We
have just released the Actuarial Capability Framework
and I encourage you to look at it and give us feedback
as to how well it sets a roadmap for the skills necessary
for the actuary of the future. We are also helping you to
develop your skills in influencing the businesses you work
with by bringing Dave Miller back to run another series
of workshops around the country that were so successful
last year.
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Mentoring
Another way to enhance the brand is for the more
experienced among us to mentor others and for us all
to find mentors, not just within the profession but also
outside of our profession who can help us have a wider
perspective. A key part of finding a mentor is to think
about what you want to achieve from the relationship
and to approach people who may be able to help you.
The Institute is running a Leadership Forum on 3
September on Human Sounding Boards: A Users Guide
to Mentoring – I would strongly encourage you to attend
this session organised by the Leadership Committee.
More information is available at http://www.actuaries.
asn.au/EventsandNetworking/UpcomingEvents.aspx
I am genuinely interested to hear your point of view,
on these issues and any others you would like to discuss.
You can write to me at the email address above.

Update

Melinda Howes
melinda.howes@actuaries.asn.au

PR Update

A

s you may have noticed, the Actuaries Institute
regularly targets media activity which results in
the opinions of the Institute and various actuaries
appearing in the press. The Public Relations (PR)
program has been running for some time now and we
wanted to give you an update on how the program works
and the value to members.

PR strategy
We engage a dedicated PR firm – Honner Media, to help
drive our PR program. Our media interactions are grounded
in a carefully designed public relations strategy, which
supports the key goals of the Institute.
The main priorities in our PR strategy are:
• securing targeted press coverage that highlights the
broad and interesting role actuaries play in the financial
services sector and the broader business community;
• maintaining a thought leadership position on key areas
of Institute comment; and
• promoting actuarial careers and educational excellence.
Our media activity is ultimately aimed at supporting the
profession and you, our members; reinforcing actuaries’
unique contribution to relevant public policy debates;
supporting the broad range of career opportunities for
actuaries both in Australia and overseas; and helping
ensure the profession continues to be an attractive one for
smart young minds considering their futures.
This year the Institute has engaged with the media
across a number of our key areas of interest, including
the following;
• Longevity risk and the future of financial services
including the annuities market.
• Flood insurance.
• Risk management for superannuation funds.
• Superannuation fund governance.
• Career options for actuaries including in ERM and
data analytics.

© claudia veja / shutterstock.com

Media activity
As a result, we have achieved strong levels of targeted
press coverage, communicating our key positions and
promoting the profession both within financial services and
beyond. In fact, for the first half of 2012, we’ve achieved
coverage for the Institute in 93 articles, organised 37
interviews for Institute spokespeople and other actuaries
connected with Institute events, and published seven press
releases.
A particular highlight this year was a large piece in the
Weekend Australian featuring the actuarial profession
and opportunities in data analytics – a great way to
encourage students to consider the profession as a career
option. You can view that article here: www.actuaries.asn.
au/PublicPolicyAndMedia/Opinion.aspx

Case study: Financial Services Forum 2012
The recent Financial Services Forum in Melbourne proved
a great opportunity to showcase the quality contribution
actuaries around the country are making to the evolution
of the Australian financial services sector.
We developed a comprehensive PR strategy to leverage
the high calibre material presented at FSF2012 – working
not only with Institute spokespeople but also a range
of presenters. Through a series of press releases, media
interviews and contributed articles, we were able to
achieve a range of quality articles in mainstream press, as
well as some radio coverage, which clearly reflected the
unique insights actuaries can bring to the sector.
A total of 26 press clips were achieved from 18 media
interviews and two media releases – resulting in a strong
profile raising outcome for the Institute and its members.
We would like to thank all the presenters who gave their
time to be a part of this important publicity effort.
A calculated media approach
The Actuaries Institute aims to be a non-partisan thought
leader in our key areas of interest, and we consider all
our media interactions carefully. We appreciate that our
membership comprises a broad range of views – and that
in some cases a member may disagree with a particular
view publicly adopted by the Institute.
In a highly competitive business environment, the
Institute strongly believes in the value of promoting
the profession in the public domain – reaching not
only members but also prospective members, students,
government policy makers, industry thought leaders,
employers and prospective employers across the spectrum
of industries.
Having a strong, regular media presence is important
for contributing to public debate and maintaining our
relevance as a profession. We look forward to keeping you
informed of our progress over the coming year.
August 2012 Actuaries
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The actuarial pulse

Job Interviews
New Survey questions will be available in SEPTEMBER 2012.
What would you like to know? If you have a question
you would like to put to the membership, email it to
editor@actuaries.asn.au
Results: Report generated on 6 July 2012.
387 responses.

U

Primary practice area

No.

%

Banking & Finance

17

4.4%

Data Analytics

8

2.1%

Energy & Environment

nless you happen to be self-employed, retired or
among the lucky few who are so rich that you
never need work again, job interviews are an
unavoidable part of life. As a consequence, there
exists a multitude of books and websites devoted
to dispensing advice on everything from how to answer
interview questions to exactly how early you should arrive for
an interview. However, the majority of these are written by
professional recruiters and aimed at a general audience. In this
month's Actuarial Pulse, we look at the interview process from
the specific point of view of actuaries. How do actuaries tackle
interviews for actuarial jobs and what mistakes have they made
in these interviews that others can learn from?

2

0.5%

General Insurance

120

30.8%

Health

22

5.6%

Investments

25

6.4%

Life Insurance

102

26.1%

Risk Management

10

2.6%

Superannuation

43

11.0%

Wealth Management

8

2.1%

Other

33

8.4%

Other responses to this question include: miscellaneous consulting,
education and government, as well as several respondents who no
longer practice in any area due to being retired.

Question 1: What is your gender?
Male (70.8%)

Question 2: What is your age?

Question 4: How many jobs, for which you had to
sit an interview, have you had to date?

Age

No.

%

Under 25

30

7.8%

Choice

No.

%
12.9%

25 – 34

175

45.3%

0–1

47

35 – 44

83

21.5%

2–4

198

54.6%

45 – 54

59

15.3%

5–7

82

22.6%

55 – 64

24

6.2%

8 – 10

15

4.1%

Over 65

15

3.9%

> 10

21

5.8%
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Female (29.2%)

Question 3: Which practice area do you primarily
work in?

Genevieve Hayes
inthemargin@actuaries.asn.au
The Actuarial Pulse is an anonymous, web-based survey of Institute members, run on a monthly basis,
giving members an opportunity to express their opinions on a mixture of serious and not-so-serious issues.

Question 5: Which of the following types of job
interview have you undergone?
Interview type

%

Traditional face-to-face interview

Question 6: What activities do you typically
perform in preparation for a job interview?
Choice

No.

356

%

No.

99.2%

Research the prospective company

328

91.9%

250

70.0%

Phone interview

221

61.6%

Practise answering potential interview questions

Video interview

58

16.2%

Prepare questions you will ask during the interview

290

81.2%

Group interview

122

34.0%

34

9.5%

Lunch/dinner interview

100

27.9%

Visit the interview location a day or so before
the interview
Plan what you will wear to the interview

193

54.1%

By far, the most common form of job interview is the traditional
face-to-face interview, with all but three respondents to this question
having undergone such an interview. This makes sense, as you would
expect that most employers would like to meet a person before offering
them a job. However, a significant number of respondents have also
undergone each of the other listed interview types.
The following graph shows the proportion of people in each age
band who have undergone each of the different interview types. From
this graph, it can be seen that younger respondents are more likely
to have undergone a phone interview or group interview than older
respondents. This is consistent with the trend towards using such
interviews in graduate recruitment over the past decade or so. Older
respondents, on the other hand, are more likely to have undergone
a lunch or dinner interview than younger respondents. This could be
indicative of a possible trend away from such interviews in recent
years, or alternatively, it could be due to the fact that employers are
only prepared to purchase meals for more senior job applicants.
Surprisingly, the incidence of video interviews is low among all age
groups. Nevertheless, I expect that there will be a trend away from
phone interviews, towards video interviews, in the future as technology
such as Skype becomes more prevelant.

At least 70% of respondents performed each of the three top activities
in the table above. Interestingly, it was more common for the females
to perform all of the preparation activities listed in this question than
males. The smallest gender gap was observed for researching the
company, with 88% of females and 83% of males performing this
activity, while the largest gender gap was observed for planning what
they will wear to the interview, with 71% of females, but only 42% of
males, doing this.
Younger respondents are more likely to perform one or more of
the preparation activities than older respondents, but this is possibly
due to the fact that younger respondents have less experience with
interviews than older respondents, so have a greater need to prepare.
Other preparation activities listed by respondents include:
• Researching the people on the interview panel; and
• Re-reading their job application and CV.

Question 7: Do you typically send a thank you or
follow-up letter/email to the interview panel
after a job interview?
Yes (23.7%)

No (76.3%)

Proportion of people in each age band experiencing different interview types

70%
60%
50%
40%
30%
20%

Phone Interview

Video Interview

Group Interview

65

55 – 64

45 – 54

35 – 44

25 – 34

< 25

65

55 – 64

45 – 54

35 – 44

< 25

25 – 34

65

55 – 64

45 – 54

35 – 44

< 25

25 – 34

65

55 – 64

45 – 54

35 – 44

25 – 34

0%

< 25

10%

Lunch/Dinner Interview

Many interview advice
websites recommend sending
a thank you or follow up email
after an interview, and yet, I
have never met anyone who
claims to have done this, nor
have I ever been sent such
an email when I have sat on
an interview panel. From the
survey results, I now realise
that the reason for this is
that only around a quarter of
people follow this advice, with
this proportion being roughly
constant across the ages
and sexes.
The comments made in
response to this question
show that the actuarial
profession is still undecided
as to whether sending thank
you emails really is the right
thing to do. Arguing in favour
August 2012 Actuaries
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The actuarial pulse continued

of such emails, respondents commented that they “show appreciation
and help make you stand out”. One respondent even claimed that his
follow-up email resulted in an immediate job offer. Arguing against
thank you emails, one respondent said that “someone who used to do
interviews told me it was silly advice”, while another commented:
“I have interviewed many candidates myself, and I just think a follow-up
letter is ‘smarmy’ and too ‘try hard’. If anything, it makes me think less
of a candidate.” In the middle, several people commented that most
of their interviews had been arranged by agents or recruiters, so they
couldn’t follow up because they didn’t have the direct contact details
of the panel.
With the jury still out on the matter of thank you emails, it comes
down to a judgement call. If you think that it’s the right thing to do in
a given circumstance, send one, but otherwise, don’t worry too much
about it.

Question 8: Which of the following common
mistakes have you made in a job interview?
Choice

No.

%

Lack of preparation

158

40.8%

Arriving late

21

Dressing inappropriately
Talking too much

Question 9: If you made any of the mistakes
listed in Question 8, did you still get the job
after making the mistake(s)?
Yes (51.5%)

No (48.5%)

Fortunately, for all of the people who admitted to making interview
mistakes in the previous question, interview mistakes are not always
fatal. Around half of the people who had made a common mistake in an
interview still managed to get the job.

Question 10: What is your most hated job
interview question?
Choice

No.

%

Tell me about yourself

27

7.8%

Why do you want this job?

16

4.7%

What is your greatest weakness?

115

33.4%

Where do you see yourself in five years?

89

25.9%

Do you have any questions?

12

3.5%

5.4%

Brainteaser questions

45

13.1%

3

0.8%

Other

40

11.6%

73

18.9%

Talking too little

73

18.9%

Failing to make eye contact

18

1.8%

(e.g. swearing)

28

7.2%

Lack of enthusiasm

72

18.6%

Accidentally saying something inappropriate

Although 40.8% of respondents admit to arriving at a job interview
without having adequately prepared and significant numbers of
respondents admit to each of the other common mistakes listed, 30.2%
of respondents claim to have never committed any interview faux pas.
This includes one respondent who claims that he is “always the perfect
candidate.” Younger respondents are more likely to admit to having
committed a job interview mistake than older respondents, which is
interesting, since older respondents have likely sat more interviews
than the younger respondents and had more opportunities to
commit mistakes.
Perhaps older respondents are simply forgetting their early
career interview mishaps; or perhaps the younger respondents are
more comfortable in admitting to their mistakes than their older
counterparts.
Among the “other” responses, the most common interview
mistakes mentioned were nervousness and lacking confidence. Several
respondents also admitted to being drunk either during the interview or
at a post-interview office gathering. Some more uncommon interview
gaffes, however, include:
• Running into my current boss at the airport on the way to an
interview, being all dressed up on my day off;
• Making a joke about accountants, not realising one of the
interviewers was an accountant; and
• Saying my weakness was in statistics at an interview for an
actuarial role.
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It comes as no surprise to me that the two most hated job interview
questions are: “What is your greatest weakness?” and “Where do you
see yourself in five years?” These are the double-edged swords of
interview questions. There is no really good answer to these questions,
and anything you say in response to them can and will be used
against you.
Other interview questions respondents hate include: “What is your
greatest strength?” and “Why are you taking so long to get qualified?”
However, several respondents claimed to “like all interview questions.”

Question 11: What is the most unusual question
you have ever been asked in a job interview?
For many respondents, the most unusual question they have ever been
asked in a job interview was a brainteaser question of the form: “How
many buses are there in Sydney?” or something similar. Such questions
typically pop up in actuarial graduate interviews. (Note to future
graduates: make sure you practise this question type before your next
interview.) Nevertheless, a handful of respondents have been asked
considerably more bizarre questions, many of which are inappropriate
and some of which are illegal (in Australia, at least). Here are the best
of these:
• Do you plan to get married and have children? (Asked when the
respondent was applying for a cadetship at age 17, because the
company was sick of women getting pregnant and leaving).
• What would your best friend say about you after one beer? After
five beers?
• What would your mum say about you?
• Would you be willing to shave off your beard?
• What was the exact time at which you were born?
• Are you comfortable working in a homosexual community?
• What is the fourth parameter in a VLOOKUP command?

Question 14: What advice would you give to
someone about to undertake a job interview?

•
•
•
•
•
•

If you were an animal/tree/fruit, what would you be?
Do you visit lady bars?
Do you want to see a movie after this?
What type of interior decorator would you be?
Do you want to use a call girl service at our expense?
Do you think that morality is an objective object that exists
independently of any human minds?

Question 12: Have you ever sat on a job interview
selection panel?
Yes (61.7%)

No (38.3%)

Around 62% of respondents have sat on a job interview selection panel.
Male respondents are more likely to have sat on a panel than female
respondents (58% of males have sat on a panel, compared with 42% of
females), while older respondents are more likely to have sat on a panel
than younger respondents.
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Question 13: If you answered ‘yes’ to Question 12,
what is the most unusual thing you have seen a
job candidate do in an interview?
The responses to this question serve as a veritable list of what not
to do in a job interview. Many responses centred on the candidate
answering their phone mid-interview, including one candidate who
answered a call, then told the panel that the call was a job offer from a
rival firm before leaving the interview, smiling about the new offer.
Other unusual things done by job applicants include:
• Demonstrating his skills in grunting in a death-metal band (the
candidate was offered the job in an actuarial graduate position);
• Explaining why casinos attract women with undesirable
moral virtues;
• Singing a song;
• Talking to himself and answering his own questions separate from
the interview;
• Asking one of the panellists out on a date;
• Asking how quickly he could become a CEO;
• Asking each interviewer their star sign so that he could
appropriately shape his responses to the questions;
• Telling the panel that he wanted to join their (large) organisation
because there was likely to be a large number of heathens he
could convert;
• Offering to take off his shirt and show his muscles.

Finally, the question you’ve all been waiting for: What advice would
an actuary give someone about to undertake a job interview? The
most common pieces of advice were: prepare, relax, be enthusiastic,
and remember that interviews work both ways. However, several
respondents advised against over-preparing for interviews. In the words
of one respondent, who has previously sat on an interview panel:
“DO NOT PREPARE. I hate people who come with prepared answers. I
am interested in a general chat to see if you are good fit for the team. I
do not need yet another pre-fabricated response.”
Another common piece of advice was to be yourself. Several
respondents made the comment that one of the main aims of a job
interview is to determine if a candidate is a good cultural fit for the
company and a potential consequence of lying about who you are is
that you might get the job and then find that you don’t fit in.
Some other, less common pieces of advice offered by respondents were:
• read the paper in the morning so you sound like you’re familiar with
the world around you;
• have a bank of “case study” scenarios for answering questions of
the type “tell me about a time when you…”;
• be prepared to make small-talk. There’s always the walk back to the
elevator that you don’t want to do in silence;
• be able to explain EVERYTHING on your resume. If you can’t, then it
shouldn’t be there;
• don’t get carried away with your pet topic – it looks like this is all
you know;
• be honest about yourself, but be tactful about the Hawaiian shirt the
interviewer is wearing; and
• don’t fart.
On that note, I’ll finish off by wishing all readers good luck in their next
interview, especially graduates in search of their first actuarial job.
Hopefully, the advice presented
here will bring you success,
but if not, remember: it’s just
an interview and there will
always be another one.
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Coming events

gis

general
insurance
seminar
Tides of Change
Monday 12 – Wednesday 13
November 2012
Sofitel Sydney Wentworth

Two key Events –
back to back, and
not to be missed!
These are the profession’s
premier events for general
insurance and enterprise
risk management

22
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Program Includes:
• New techniques and methodologies
• Four plenary
• 27 concurrent sessions
• Comprehensive coverage of industry issues
• New regulations updates
• Professional Development
• Exceptional Networking

erm

enterprise risk
management
seminar

ERM Means Business
Wednesday 14 November 2012
Sofitel Sydney Wentworth

Topics for ERM2012:

Registration
opens soon

• Asset Side of the Balance Sheet
(Credit Risk and Market Risk)
• Aggregation and Allocation
• Stress Testing
• Risk Identification and Emerging Risk
• Risk Appetite
• Risk Culture

Select for the full two-day
registration and Gala Dinner
option for GIS2012 and receive
a discount when you register
for ERM2012.

Keynote Speaker – David Murray
Two plenary and six concurrent sessions

(for both events)

Visit www.actuaries.asn.au/GIS2012 and www.actuaries.asn.au/ERM2102 for more information
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Actuaries taking the lead

“Did you go crazy or
did you report
On that day …
on that day that they
wounded New York”
Leonard Cohen, Dear Heather

O

PREPARE FOR ALTERNATIVE
FUTURES
Jim Collins most recent book, “Great by Choice”
is subtitled “Uncertainty, chaos and luck – why
some thrive despite them all”. His research has
identified that companies that significantly
outperform their peers over long periods of
24
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Developing
through
adverse
situations

ne of the defining moments in any
person’s career is being in a position
of responsibility when a major crisis
erupts. For the more “mature” (read
ancient) amongst us, it may have been Black
Tuesday in 1987 when the Australian stock
market crashed and the vast majority of senior
actuaries were at the biennial convention.
Rumor has it that some of the less senior
actuaries who were holding the respective
forts of the Life offices, needed to make the
very difficult decision on whether or not to
suspend unit prices and redemptions.
For the middlers amongst us, it may
have been the dot com crash or September
11 in the early 2000s, or the bird flu scare.
On the morning of September 12 2001, I
clearly remember a global hook up of the
heads of Finance and Actuarial across the
AXA group, sharing the actions they were
taking and how they were responding, so we
could learn from each other, and make sure
we hadn’t overlooked any major issues. At
that moment, I understood for the first time
the value of being part of a global group.
And in more recent times there has been
the Global Financial Crisis. As Nicholas Taleb
gleefully points out in his book, “The Black
Swan – The impact of the highly improbable”,
there has always been and will continue
to be unexpected events, many which are
adverse, that can’t be easily predicted. In
the face of this, we have many choices
on how we can respond, learn and grow
through adverse situations. The choices we
make are the measures of our leadership.
To explore this a little more, reflect back on
your work or personal experiences and some
adverse situations that have occurred. What
were your learnings from those events, and
how have you applied those learnings in your
life and in your career? As you look back over
these events, how do you view them today
compared to how you experienced them then?
With this in mind what can we do to learn
and develop from adversity in the future?

Andrew Brown
andrew@leadfirst.com.au

time aren’t luckier or better predictors of the
future; they are however better prepared for
adverse events. For organisations, preparing
for adverse experiences may include keeping
lower levels of debt or higher levels of capital
relative to competitors and doing some
forward planning / scenario planning.
One of the most famous cases of using
scenarios to prepare for the future is Shell’s
response to the 1970s Oil crisis. A key
distinguishing feature between Shell and the
other oil companies was Shell’s use of Scenario
Planning, and in particular considering the
adverse scenario of a hike in oil prices that
could dampen demand. When this adverse
scenario actually occurred, Shell was able to
respond far more rapidly than its competitors
and went from the seventh most profitable
listed oil producer in the world to the most
profitable in a very short space of time.
Ask yourself in advance, what are the
scenarios you may face in a particular
event, what may be the worse case and
how might you prepare or respond? What
are the capabilities you may need to start
developing today to prepare for these
different events? If an unlikely event does
occur, you will find yourself in a position to
respond much more effectively. If it doesn’t,
the insights and learning of considering
alternative scenarios will still be very valuable.

To date, some of his achievements include
a double degree in accounting and financial
planning, film credits, a music DVD, a book
and speaking to over three million people
across five continents and 24 countries.
Knowing that adversity helps us to get
perspective on what is really important in our
life, opens us up to make choices to create
space to bring in to our life what is truly
important. You may be able to see a thread
of this in past adverse experiences you have
had. When faced with adversity in the future,
how will you remind yourself of what is
important? How will you choose to respond?

OPTIMISM through ADVERSITY

HARNESSING YOUR PERSONAL
POWER

Frederic Nietzsche gifted us with the
commonly used, but always relevant phrase
“What does not destroy me makes me strong”.
I was facilitating a dialogue with a group of
people recently and the topic came up of
people who had faced enormous adversity
in their life yet through this had developed
tremendous optimism. One of the participants
reflected that their friend who had suffered a
life threatening illness suddenly had a much
deeper appreciation of each new dawning day.
Simply being able to go to work for this person
was a reminder that they were in fact alive.
A few years ago I was fortunate enough
to attend a presentation by Nick Vujicic.
Nick was born without any arms and legs,
and struggled with this throughout his early
years. At some point, he went face to face
with his disabilities, and realising he had the
capacity to inspire others through his actions,
made the choice to live an extraordinary life.

Knowing that adversity
helps us to get
perspective on what
is really important in
our life, opens us up
to make choices to
create space to bring
in to our life what is
truly important.

an enormous sense of freedom that I was
choosing to do what I felt was right, regardless
of the consequences. Ultimately the paper
was changed to adequately address my
concerns and a member of the exec privately
thanked me for doing what I believed was
in the best interests of the business.
While this event occurred around
a decade ago, I still carry this as a
reminder that we all define our own
future, regardless of the circumstances
we face. And it is often the hardest times
which draw out our inner strength.

WHAT HAVE YOU LEARNED?
Developing through adverse situations comes
from taking the time to discuss the situation
as it unfolds. Don’t wait until the situation is
addressed – talk about it with your manager,
mentor, peers or team throughout the
situation. And keep asking yourself – “what
am I learning from this?”
Next month’s article will explore the next key
way we can develop leadership capability –
through coursework and training.

When people are really faced with very
extreme situations, a common theme is that
they find resources they never even knew
they had. The father who lifts the car that
is crushing his child, the businessman who
makes decisions he would never normally have
had the courage to make.
A vivid memory for me was when I was
asked to sign off on a particular board report
which, from my perspective, was at the very
least materially misleading and likely to lead
the board to draw inaccurate conclusions
on a highly consequential course of action.
The writer of the paper and I were not able
to come to agreement on the matters that
most concerned me, and I made the choice to
not sign off the report. This led to a flurry of
activity involving members of the executive
and a questioning of my judgment. While
this was a highly risky career move, I felt
August 2012 Actuaries
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Review

Tim Clark
tim.clark@iag.com.au
Jennifer Lang
jenniferlang@kpmg.com.au

Risk Management in Financial
Condition Reports

Background
Historically APRA has acknowledged the
contribution our profession brings through
the requirements of LPS 220 and GPS 310
which require the Appointed Actuary to
provide ”an assessment of the suitability and
adequacy of the risk management framework
as part of the FCR” (for life insurers) and a
"high-level assessment of the suitability
and adequacy of the risk management
framework" (for general insurers).
ERM is an emerging field so global
thinking on ERM is developing rapidly, and our
professional guidance and education need to
respond appropriately. In September 2011, the
Risk Management Practice Committee issued
an Information Note providing a framework
that actuaries may adopt in fulfilling their
requirements. A hindsight analysis of recent
FCR's against both an APRA best practice
checklist and the Information Note highlighted
a number of areas where actuaries could
increase the scope of their advice.
A working party of risk management
actuaries and life and general insurance
practitioners was formed to discuss and
consider the issues that such a challenge
raises and how the profession might respond.
What were the issues and how did the
working party respond?
26 Actuaries August 2012

The three key recommendations arising
from the working party were:
1. Update the Information Note to provide
guidance and best practice support for the
profession;
2. Fast track the communication on the risk
management Information Note and the
emerging thought on this topic through
Insights sessions; and
3. Provide more detailed education to
Actuaries via a half day education session.
These recommendations arose from the more
detailed discussion around the key issues and
suggested solutions from the working party.

Key issues
Key issues considered and addressed in the
note included:
• What is the scope of the review? How does
it relate to operating effectiveness?
• What level of comfort is being provided to
the Board?
• Is there duplication of work, given the
required “operationally independent
review”?
• What level of documentation is required?
• Can we rely on the work of others?  
• What if we are not familiar with the risk
management framework?
• How much additional work is this?  
• Is there a potential legal exposure?

Insights session
The Institute held an Insight session on 28
June, with a presentation from the President,
David Goodsall, and from Mike

Thornton, the convenor of the Working Party.
There was also a panel discussion with the
Working party and Ian Laughlin, representing
APRA. Mike outlined the key issues that the
Working Party considered in updating the
Information Note, and the panel discussion
fielded questions and comments from the
floor.
There was good discussion of the role of
the Appointed Actuary in this area, with most
speakers commenting that an Appointed
Actuary has an excellent oversight of many
key areas of risk management, and can
add value to the Board of a company with
appropriate oversight. Issues raised included
ensuring the company provides access to the
appropriate areas to enable a full assessment
of the suitability and adequacy of the risk
management framework, and how to deal
with the possibility of insufficient access to
all areas of the company’s risk management
framework to enable a suitable assessment.

What Next?
We have been given a wonderful opportunity
to develop our contribution within our
existing mandate. ERM is an important and
developing field in which we can and should
be playing a big role, but it is not without
its challenges! Please help by commenting
on and helping to refine the Information
Note, contribute at the education sessions
and help your organisations and clients
improve their performance. The profession
has much to contribute!
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A

ctuaries have always been at the
forefront of risk management.
Our ability to model the future,
to understand the limitations
of our modelling and to communicate
our observations has been critical to the
successful operation of the life and general
insurance industries.
The regard which society, management
and the regulators place on our skills is both
a blessing and a curse. The blessing is that
we are called on to provide valuable insight
into future risk and the management of risk,
whilst the curse is that we are expected to
help lead and/or develop new and innovative
approaches to managing risk.
Enterprise Risk Management (ERM), the
consistent and holistic identification and
management of risks to an organisation's
objectives, is one such area in which we are
being encouraged to take a leadership role.

Insights

Sam Tang
samtang@kpmg.com.au

All eyes on the… capital $pot
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A

s 2012 ticks past its half way mark,
all eyes are turning to the 1 January
2013 implementation ‘D-day’ for
APRA’s new regulatory capital
standards for both life and general insurers.
Since its announcement in May 2010,
APRA has been testing and tweaking
(alongside the actuarial and wider insurance
communities) the new and improved
prudential capital framework, with the aim
of increasing the risk sensitivity of regulatory
capital measures and better aligning capital
structures across regulated entities.
Two years on, APRA met a major
milestone in late May 2012 with the
release of a final suite of capital prudential
standards. There were no major ‘show
stoppers’ revealed in the final capital
package (albeit some slight tweaks and
clarifications) with many of the changes
foreshadowed throughout APRA’s
consultation process. For general insurers,
a 12-month deferral of the horizontal
requirement for insurance concentration
risk charge may come as a welcoming
relief, but there was no ‘real’ surprise as
this was previously communicated by APRA
via a letter to CEOs back in March 2012.
Rules governing the composition of the
capital base remain in draft form, to allow
time for both the banking and insurance
industries to consider the proposals coming
through the international Basel III Accord.
The May 2012 update also brought the
release of the remaining draft non-capital
prudential standards, including the role
of the Appointed Actuary and changes
to insurer’s risk management and other
requirements. We expected to see these
in their final form by September/October
2012, following industry feedback.
Whilst most of the testing and tweaking
over the past two years have been centred
on the prescribed capital calculations (Pillar
1), industry awareness has been ramping up
around APRA’s new Internal Capital Adequacy
Assessment Process (ICAAP) requirement
(Pillar 2). ICAAP will be a central platform
whereby insurers formulate their ongoing
capital adequacy needs and strategy, linking
up with their overall risk appetite, risk
management strategy, business plans and

As we venture into the second half of 2012, urgency is expected
to ramp up as insurers look to set aside resources into finalising
its ICAAP statements, capital assessments, stress tests and
regulatory reporting frameworks.
operational strategy. The new requirement
will place insurer’s capital management
process in the spotlight, focusing attention
on how well it is embedded into the overall
risk management framework and everyday
business decision-making processes.
From 1 January 2013, all insurers
(excluding run-off insurers) will need to have
in place, at all times, an ICAAP Summary
Statement documenting the insurer’s
approach to ICAAP. Annual ICAAP reports
will then be required at each subsequent
year-end documenting the actual outcomes
of applying the ICAAP over each year. Both
documents will need to be endorsed and
signed-off by the insurer’s Boards.

As we venture into the second half of 2012,
urgency is expected to ramp up as insurers
look to set aside resources into finalising its
ICAAP statements, capital assessments, stress
tests and regulatory reporting frameworks.
It is expected that plenty of discussions are
to be had with Boards, senior management,
stakeholders, actuaries, accountants and
more – in preparation for that 1 January 2013
‘D-day’.
Undoubtedly over the coming few months,
all eyes will be fixated on that regulatory
capital pot, as we count down to the start of
2013 and the next significant phase of riskbased capital in Australia.
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Opinion

Is it time for
life insurers to
rethink customer
relationships?

28 Actuaries August 2012

that, while there are variations in customer attitudes
and behaviours around the globe, there are some
remarkably consistent underlying themes about
what consumers want and where they expect more
from insurers.

Myth 1 – Consumer confidence in
the insurance industry is low
Whilst more than half of Australians view the
insurance industry unfavourably, it seems
Australian consumers have not lost faith in
their individual insurers.

Graph: 1 Customers’ view of the insurance industry

80% of customers said they were happy with their
existing insurance products, and said they were
confident that the life insurance products they
had purchased were the right ones for their needs.
However, 46% of Australian consumers believe
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C

onsumer behaviour is changing rapidly.
A combination of increasing service
expectations and more accessible
technology sees the Australian life insurance
industry facing far more active, demanding and
better informed customers than ever before.
Increasing use of technology, in particular
the growth of online and social media platforms,
is driving a fundamental shift in customer
expectations of how life insurance products
should be marketed, priced, sold and serviced. New
entrants to the market, in the form of pure internetbased businesses, are setting new standards for
consumer-focused business models and customer
engagement that are raising
the bar for the industry.
In this environment, a key
challenge for Australian life
insurers is to understand what
is driving these changes in
customer behaviour. What do
customers really want from
their insurance providers, and
what is the implication of this
for Australian insurers?
Ernst & Young’s Global
Customer Insurance Survey of
24,000 life and general insurance
customers across 23 countries,
including 1,000 in Australia,
explored a range of these issues
including general perceptions of the insurance
industry, customer buying behaviours, and customer
persistency and retention.
The research looked into a number of commonly
held perceptions or “myths” about the behaviours
and attitudes of insurance customers and found

Bozenna Hinton
bozenna.hinton@au.ey.com

insurers are lagging behind organisations in other industries when it
comes to customer service and experience. Companies in industries
such as retail, travel and banking are setting high expectations when it
comes to customer loyalty programs, and customers are using this as a
barometer for the level of reward and recognition they expect in return
for their continuing business.
This suggests that the overall life insurance industry still has an
image problem where one of the key problems is product complexity.
Over a third of Australian consumers surveyed said they found existing
life and wealth products too complicated and preferred more simple,
transparent life insurance products with clear communications which
they can understand and that are accessible.
In addition, as a result of the financial crisis, regulators around the
globe are focusing on protecting consumer interests more than ever
before, with major new regulations being introduced in the EU and many
other markets focusing on transparency and clarity in communications.
Insurers that become more focused on their customers will find the
transition to the new regulatory environment less painful and will have
an opportunity to gain competitive advantage.

Myth 2 – Life insurance is sold, not bought
In line with global trends, Australian consumers are beginning to take
a much more proactive approach to educating themselves about their
insurance needs and product options.
Our research showed that over two-thirds of Australian consumers
(70%) say they would proactively research options when shopping
for their next insurance purchase, which is almost double those who
researched their last purchase (38%).
This is a huge swing towards customers taking control of the buying
process and where consumers traditionally turned to family members
and personal financial advisors for third party validation, the survey
findings highlight a global trend towards supplementing these resources
with the customer’s own independent research via online sources.

Graph: 2 Consumers’ past and future use of personal research

Many of the major life insurance players have traditionally focused
on an intermediated model, selling mainly through advisors. While a
significant direct distribution strategy would be a shift, building a more
visible and customer-friendly online model will be vital in this new,
consumer driven environment. Unless the current major players address
this issue quickly, we expect switching rates to increase in the next
decade and non-traditional providers with better service platforms could
use this opportunity to grow their market share.
However the rise of online technology does not mean that existing
distribution channels will become obsolete. Consumers will expect a
seamless, consistent response from insurers and all channels will need
to be integrated effectively. In addition, the role of channels such as call
centres will change, as they deal with less volume of traffic, but from
more informed customers seeking more sophisticated interactions.

Myth 3 – Personal interaction is essential
The research found that customers do want personal interaction with
their insurer. Three-quarters of Australian customers surveyed said
personal interaction was important. In addition to face to face contact,
phone, web-chat or email were also seen by customers as meeting their
need for personal interaction during the research and shopping phases
of the buying process.
This is good news for insurers, as it means they can use other forms
of personal communication to enhance and tailor customer experience
without having to provide the infrastructure for a physical presence in all
locations. The challenge is in ensuring that these more remote methods
of interaction do not impact customer service standards.
Among the different methods of contacting customers, 29% of survey
respondents preferred phone contact. Online or web based contact also
scored higher (23%) than a traditional face to face approach (17%).
Insurers can use phone and web chat or video to provide a personal
interaction remotely and at a lower cost, focusing their sales channels
on where they really add value to the customer. This value will also need
to be communicated effectively, as regulatory changes add increasing
transparency to the cost of advice.
Our research found that the underlying driver of customers'
need for personal interaction from their insurer results from the
complexity of products as customers have trouble understanding
the existing products, on the market and find it hard to
identify the best product for their needs. However only 14% of
customers reported that the level of personal contact from their
insurance provider was not meeting their requirements.

Graph 3: Customers’ reasons for wanting personal interaction

The survey results also show customers intend to dramatically increase
their use of online resources to research insurance products over the
next few years, with the use of online research expected to more than
double across both general insurance and life and wealth. Today’s
consumers are also using social media to expand the base for their
referral information.
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Opinion continued

Myth 4 – It is hard to cross-sell
Our research shows that customers are willing to buy more products,
provided that they trust the insurer and the process is simple and
convenient. Customers also want insurers to use the information they
already have to suggest relevant and convenient product solutions
to meet their needs and;
• to be financially rewarded for buying multiple products. Where
intermediaries are involved, aligning economic incentives to reward
multi-product sales is key.

Graph 4: Factors influencing consumers’ decisions to purchase an
additional product from their provider

Our research found higher rates of cross-sell occurring overseas than
in Australia, for instance 52% of customers held multiple products with
the one insurer in China compared with only 13% in Australia. Australia
had the lowest cross-sell rate in the Asia Pacific region, reflecting
lower levels of face-to-face interaction, unbundled product structures,
a broader choice of distribution channels and adviser agreements
which limit marketing. Cross-sell rates in America and Europe were only
slightly higher than in Australia (16% and 19% respectively), probably
due to similar legacy distribution structures.
To cross-sell more effectively, insurers could make use of data
analytics from demographic indicators, transactional data and social
media, to identify trigger events which will help them sell secondary
products to their existing customers at an appropriate time. The key is
for insurers to identify customers they perceive as attractive and wish to
retain, with the focus being on the overall value of the customer rather
than the policy.

Myth 5 – Providers can’t materially influence
persistency
Ernst & Young’s research found that:
• insurance providers can influence persistency; and
• consumers are reluctant to change provider, but insurers are losing
customers through inaction.
There appears to be a large inertia factor, with only 12% of Australian
life insurance customers actually planning to change providers in the
next five years. However, we know that more actually do allow their
policies to lapse. So what is driving this gap between planned switching
and the reality of those who actually do switch?
Our survey found that the most common reason (one third) for
consumers changing life insurance provider, was that their advisor
recommended the change. It appears that Australian life insurers are
failing to anticipate and address the changing needs of their customers
in advance of advisors prompting customers to switch.
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Customer perception is that insurers put little effort into retention.
Our research found that:
• 63% of Australian consumers who had switched life insurance
providers in the last five years felt their insurer had made a little or
no effort to retain their business.
• Only 11% reported that their insurer had made a fair amount or a
great deal of effort to retain them. This is an area where Australia is
really lagging behind other countries in the Asia-Pacific region where
much greater retention efforts were reported (72% in China, 55% in
Hong Kong, 52% in Malaysia and 48% in Singapore).
In Australia, the increasing level of churn in both life and general
insurance can’t be ignored. Insurers can influence persistency,
however a change of mind-set is needed, both in relation to
interaction with customers and to services provided.
Insurers need to focus their sales management effort
on their more profitable intermediaries, who deliver higher
persistency. Customer persistency should be a metric for
managing intermediary performance. They need to focus on
keeping the customer, not just the policy, and this can be
assisted by making sure that they write “good” new business
– business that stays. Insurers can also build on their data
analytics to target the high value/high risk customers first,
and reach out proactively to the customers they want to keep.

Conclusion
So what does this mean for the life insurance industry in Australia?
The expectations of consumers are constantly evolving and buying
behaviours are changing rapidly. Customers increasingly want to be able
to purchase their life insurance products directly, and they expect more
personal communication, simpler products and a visible online presence
from their insurer.
This has implications for insurers across a range of business areas
including product development, distribution channels, customer service
and the insurers’ administration functions.
As consumers are becoming better informed and more proactive,
traditional concepts of selling, purchasing and customer relationship are
evolving fast in an increasingly competitive market and insurers can no
longer rely on customer loyalty. In this context, understanding consumer
attitudes, demands and behaviours is more vital than ever. Suppliers who
fail to move rapidly towards a more consumer-friendly business model
risk being left behind.
Australian insurers need to start redefining the customer relationship
if they want to remain relevant in this rapidly changing environment. The
opportunity for growth lies in being able to better address customer needs
and preferences and effectively link these to tailored customer value
propositions and more modular distribution and engagement models.
Insurers that align themselves to a truly customer centric model will
find the transition to the new consumer-led landscape easier, and will
have an opportunity to gain competitive advantage.
Bozenna Hinton is an Associate Director in Ernst & Young’s Financial
Services practice • The views expressed in this article are the
views of the author, not Ernst & Young. The article provides general
information, does not constitute advice and should not be relied on
as such. Professional advice should be sought prior to any action
being taken in reliance on any of the information. Liability limited by a
scheme approved under Professional Standards Legislation.
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Actuaries in Leadership – Melbourne

D

aniel Craine, Head of Investment
Management at AMP, was the keynote
speaker at the recent Melbourne
“Actuaries in Leadership” event. Held
jointly by the University of Melbourne Actuarial
Alumni Association and the Actuaries Institute,
the speaker series is designed to provide
actuarial alumni and Institute members the
opportunity to hear from a notable actuary in
a senior leadership position.
Daniel, a US-qualified actuary, who has held
a number of leadership roles within traditional
and non-traditional areas of actuarial practice,
spoke about his international journey from
analyst in the actuarial department of a US
life office, to a sojourn in France working as
the sole actuary in AXA’s finance function,
through to a stint in Hong Kong before
eventually settling in Australia, where he has
been primarily specialising in the investment
Delegates at the event
management area.
As somebody who has tasted the grass of
whilst actuaries excel at “getting the
both the actuarial and broader pastures, Daniel spoke on the
answers right” by undertaking very
subject of what non-actuaries say about actuaries when they
detailed calculations, there is also a
mistakenly believe that there are none in the room. A number
need to contextualise the solution to
of times Daniel had flown under the radar of detection
ensure that it is right in a business
and was privy to some jovial quips about our profession; a
context. Indeed, “getting the right
perception amongst some leaders that actuaries are highly
answer” means making decisions
analytical but occasionally too theoretical. Daniel observed
that are popular with customers and
that whilst the actuarial method and thought process is core
profitable for shareholders – “You
to the actuary’s training, business acumen and awareness of
can get all the answers right, but if
commercial context is a key attribute of successful leaders.
you haven’t got the right answers,
Although Daniel did not advocate concealing one’s identity in
then you won’t be able to succeed”.
the way that a superhero might, he did believe that actuaries
Effective problem solving is
should be aware of the stereotypes and their duty to redress it
another way that actuaries can
particularly as they move into non-traditional careers.
shatter the stereotype. According to
So as ambassadors of the actuarial brand, how can we
Daniel there are three steps to it:
collectively put our best foot forward? Daniel suggested that
Firstly, define the problem. That could be the hardest part
the starting point might be effective actuarial education. At
and if you don’t know where you are going, you are unlikely to
the time when he was undertaking his actuarial exams, there
get there.
was a noticeable difference in the focus areas of the various
Secondly, embrace the rules and the constraints. Avoid
international institutes. For example, the regime for aspiring
the temptation to pursue an elegant but strictly theoretical
French actuaries at the time focussed on the statutory
solution.
requirements; the coursework was based on learning to apply
And the third part is - do not give up.
prescriptive methodologies outlined in legislation. Therefore,
“I think that’s the key thing. You don’t give up on a math
whilst students could become very capable technicians, there
problem after trying for just a minute; so you don’t give up
was limited scope for creativity. Clearly, this point is well
on a difficult business issue after trying for just a day or so.
understood by our Institute, which strives to deliver a wellA complex business problem may take you 20 days or even a
rounded actuarial education – students studying the Control
year to resolve – but you don’t give up until you’ve solved it”.
Cycle and the Part III exams take note!
– Daniel Craine.
Daniel also talked about the priority of “getting the right
answer” over “getting the answer right”. Daniel believes that
August 2012 Actuaries
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In the margin

Genevieve Hayes
inthemargin@actuaries.asn.au
“I have discovered a truly marvellous proof of this, which this margin is too narrow to contain” – Fermat.

Prime time

T

The following magic square was constructed such that:
• All squares in the puzzle contain prime numbers;
• The sum of the numbers in each row, column and main diagonal
sum to prime numbers (although these prime sums are not
necessarily the same); and
• The sum of all nine numbers is prime.

he next stop on our puzzle tour of the world is the town of
Lochau in Austria, one time home of Michael Stifel (1489 –
1559). Stifel was a Catholic Priest turned Lutheran Pastor,
as well as being a mathematician. He is best known for his
innovations in mathematical notation, being the first European
mathematician to use the addition, subtraction and square root
symbols, and multiplication by juxtaposition (i.e. with no symbol
between the terms). Furthermore, he developed a system of
logarithms independently of John Napier. More interesting though
was his work that combined mathematics with religion.
At one point, Stifel calculated that the world would end at 8am on 19
October 1533. He communicated this to his parishioners in Lochau on
31 December 1532 and they immediately began preparing for the end of
days. They stopped farming and disposed of their material possessions.
At 8.30am on 19 October 1533, when the Apocalypse failed to eventuate,
Stifel was taken into protective custody by town authorities so that he
would not be killed at the hands of the crowd. It was only through the
intervention of his friend, Martin Luther, that he managed to escape
Lochau with his life.
On another occasion, Stifel used complex numerology
to prove that Pope Leo X was really the Antichrist. This
prompted Peter Bungus, a Catholic theologian, to respond by
writing a 700 page book proving that Stifel was wrong and
it was, instead, Martin Luther who was the Antichrist.
Stifel also worked on magic squares, and thus, in recognition of this
fact, this month’s puzzle is a magic square.

Samurai Sudoku
(AA170 Solution)
A Samurai Sudoku puzzle comprising
five overlapping Sudoku grids was given
in AA170.
Solution:
36 correct answers were submitted.
The winner of this month’s prize,
selected randomly from among the
correct entries, was Catherine Weston,
who will receive a $50 book voucher.
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Replace the letters with numbers in this second magic square, given
below, so that it has the same properties as the first. In addition, the
nine numbers contained in the puzzle must be consecutive primes and
the total of the three numbers in the first column (a, d and g) must
be 109.
a

b

c

d

e

f

g

53

h

For your chance to win a $50 book voucher, email your solution
(with working) to: inthemargin@actuaries.asn.au

4
6
3
8
1
7
9
2
5

1
5
8
6
2
9
7
3
4

7
9
2
4
3
5
8
6
1

9
1
5
2
6
4
3
7
8

6
3
4
1
7
8
5
9
2

8
2
7
9
5
3
1
4
6

1
2
7
9
8
3
4
6
5

9
4
5
7
2
6
1
3
8

6
3
8
5
1
4
7
9
2

3
9
1
4
5
8
2
7
6

5
8
4
6
7
2
3
1
9

2
7
6
3
9
1
5
8
4

5
4
9
3
8
6
2
1
7
3
6
4
8
5
9
1
4
7
6
2
3

3
7
1
5
4
2
6
8
9
2
5
7
4
1
3
2
6
9
8
5
7

2
8
6
7
9
1
4
5
3
8
1
9
7
6
2
8
3
5
9
4
1

1
6
4
7
9
5
2
3
8

7
9
8
1
3
2
6
4
5

3
2
5
4
8
6
9
7
1

1
7
8
6
9
3
5
4
2
9
7
1
3
8
6
4
2
5
1
9
7

9
3
2
5
4
1
8
7
6
5
2
3
1
9
4
8
3
7
2
6
5

5
6
4
7
8
2
9
3
1
6
4
8
5
2
7
1
9
6
8
4
3

2
5
3
8
1
7
6
9
4

8
1
9
4
3
6
2
5
7

6
4
7
9
2
5
3
1
8

4
2
6
3
7
9
1
8
5

3
8
5
1
6
4
7
2
9

7
9
1
2
5
8
4
6
3

2
4
3
6
1
9
5
7
8

8
5
9
2
7
4
3
1
6

6
7
1
5
8
3
9
2
4

9
6
5
3
4
1
7
8
2

7
3
2
9
6
8
4
5
1

4
1
8
7
5
2
6
3
9

Opinion

Phil Stott
ps_consult@bigpond.com

The Emperor’s Wardrobe Manager –
making fun of the latest fads in
financial services…
“Once more unto the breach [of capital
standards], dear friends…”
Shakespeare, Solvency II, Part 1

I

n Europe, our emperor (the Financial Services industry)
has been persuaded by his advisors not only that he needs
some new clothes, but that he needs to invest in a whole
new chain of clothing stores… and this is known by the
experts as ‘Solvency II’.
I must say, up-front, that most of Solvency II is a good
thing, since the Emperor’s old European wardrobe was
particularly tatty, and nothing he wore in one country
seemed to fit anywhere else. However, as with most fads, it
is the frills around the edges that are costing all the money
(somewhere in the high billions, according to my estimate),
and one wonders whether the real purpose of these frills is to
preserve capital, or to redirect it… to the advisor industry?

The infernal model
Top of the bill in wasting money needlessly is that wonderful
invention, the “internal model” (or IM – better named the
infernal model). For those who haven’t been following the
fashion magazines, European insurers have to calculate their
capital requirements using one of these contraptions, or use
the “one size fits all” standard formula, but here’s the rub: if
you want to deviate from the standard formula in any respect
whatsoever, you have to get the whole IM signed off and
approved by the regulators.
That’s a bit like saying that every suit of clothes that
the emperor wears must be exactly the same

as the next-door neighbours’… or else completely handwoven from scratch. Since no self-respecting emperor would
be seen dead in a made-to-measure suit of clothes, this
means that everyone is opting for an IM, and the clothing
advisers are rubbing their hands with glee. Why couldn’t the
regulations have stated that IMs only needed to be justified
in the specific places where they deviated from the standard
formula – not in every square millimetre?
The silly thing is that the regulators have so much work
to do in going through all those IMs, it will be more like 2024,
rather than 2014, when they’ll be ready to give the all clear.
Oh well, plenty of work for actuaries, I guess…

Documentation time!
Running a close second in the money-wasting stakes is
the bright advice that insisted that “everything” needs to
be documented … and I do mean everything! A whole new
industry has been developed to cater for this fad.
With one of my clients, I was approached by the
documentation expert who told me that “all inputs and
outputs” to my actuarial models needed to be documented.
“All?” said I, raising my eyebrows.
“Why, is that a problem?” quoth he superciliously. I got
out my HP 12C and explained that, with hundreds of products
and thousands of input tables, the paperwork would be
longer than “War and Peace” and far less interesting, and
would he care to write it himself rather than merely talking
about it? With that, he went away to sharpen his pencil – and
hasn’t been heard from since!
Documentation is great, but, like all vices, it should be
enjoyed in moderation.

© fcarucci / Shutterstock.comt

On a serious note
It is easy to be critical, and much of Solvency II is a vast
improvement, but surely the legislators could have worked
out how much this behemoth was going to cost the industry?
Or did their advisors not tell them that little detail?
My experience from working in Britain is that this
“bells and whistles” approach is creating a lot of bad will
for the advisor industry (many of whom are actuaries)
that will have severe ramifications for us in the long
run. A bunch of bankers throwing their money away
on a GFC is no logical reason to burden everyone else
with tedious regulations that don’t really add anything
to the security or integrity of the system as a whole.
However, I have yet to deal with the most significant
flaw in the Solvency II fabric, the bit that makes it a totally
invisible set of clothes to this simple actuary… but this will
have to wait until next month.
August 2012 Actuaries
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Staying Ahead

Sue Wetherbee CPD Consultant
sue.wetherbee@actuaries.asn.au

CPD→ are you Learning or
just being taught?
“I forget what I was taught. I only remember what I have learnt.”
Patrick White, 1912-90, Australian novelist and 1973 Nobel Prize winner for Literature, from The Solid Mandala, 1966

P

atrick White made a good point. Teaching
methods do not all deliver the same learning
retention potential. Teaching can be delivered
using many methods. Some are passive and
others are participatory. When you make choices about
how you will participate in CPD you should consider the
teaching method that will deliver your learning.
Do you know the average learning retention rates
for these methods? Which ones enable more long term
learning to take place? (See the retention pyramid
below).

There are three Learning Styles

How can you learn more?

The Visual, Auditory and Kinaesthetic (VAK) learning
styles model (below left) suggests that most people can
be divided into one of three preferred styles of learning.

When planning your CPD experiences, consider how
you can get the most out of what is on offer. Make
choices based upon the teaching delivery and consider
what style of learning you prefer. If the same learning is
delivered in multiple ways, choose wisely to ensure that
you align both your learning preference as well as the
learning retention opportunity to get the most out of
the experience.

Learning Styles
In order to get the most out of your learning
experience, you should also understand how you like to
learn. When the teaching methods that you select are

V

The Visual learning style has a preference
for seen or observed things, including
pictures, diagrams, demonstrations,
displays, handouts, films, flip-chart, etc.
These people will be best able to perform
a new task after reading the instructions or
watching someone else do it first.

A

The Auditory learning style has a
preference for the transfer of information
through listening to the spoken word, of
self or others, of sounds and noises. These
people will be best able to perform a new
task after listening to instructions from an
expert.

K

The Kinaesthetic learning style has a
preference for physical experience –
touching, feeling, holding, doing, practical,
hands-on experiences. These people will
be best able to perform a new task by
going ahead and trying it out, learning
as they go.

34

Actuaries August 2012

also aligned to your preferred learning style, you may
have double the opportunity to professionally develop.
People commonly have a main preferred
learning style, but this will be part of a blend of
all three. When you know your preferred learning
style(s) you understand the type of learning
that best suits you. This enables you to choose
the types of learning that work best for you.
There is no right or wrong learning style. The
point is that there are types of learning that are
right for your own preferred learning style.

Notice
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Chado
The way of Tea
JAPANESE TEA CEREMONY
Spring Annual Tea Gathering
Sunday 2 September 2012
at Maiden Theatre,
The Royal Botanic Garden,
Mrs. Macquaries Road, Sydney

Last Chance to Apply for the Leading and
Experienced Practitioners and/or Academics
Pathway (LEPAP) to CERA
The opportunity to be granted the Chartered Enterprise Risk Actuary
(CERA) designation via the Leading and Experienced Practitioners
and/or Academics Pathway (LEPAP) is still open.
The LEPAP is a once-only panel based review of submissions
for the CERA designation which will remain open for the next two
months.
Applications will close on Monday, 1 October 2012.
Applicants for CERA LEPAP must be current financial member of the
Actuaries Institute and have met the Institute’s requirements for
using the designation ‘actuary.’

What do you need to do?
Applicants should complete the Leading and Experienced
Practitioners and/or Academics Pathway (LEPAP) for the award of
the Chartered Enterprise Risk Actuary (CERA) designation application
form and attach the required written statement and supporting
documentation. The length of the submission, including supporting
documentation, should be no more than 20 pages.
Details on how to submit the application are contained in the
application form, which is available via the Actuaries Institute
website www.actuaries.asn.au
The applicant must include their self assessment against the
assessment criteria as well as a comprehensive CV. References to
specific work done in the ERM space (e.g. papers written) should also
be included, though copies of such work must not be attached to
the submission.

ERM Workshop or CPD Course
Applicants who have been approved by Council for the CERA
designation via LEPAP will also be required to complete the
Institute’s two-day ERM workshop or have previously attended the
Institute’s five-day ERM CPD course, which was offered from 2007
to 2009.
A special separate session of the two-day ERM workshop for
LEPAP approved members will be held in early 2013. More details will
be provided in the near future. Note, the usual fee for attending the
workshop will be charged.

Need more information?

Please visit the http://www.actuaries.asn.au/
EducationandProfessional/CERA/LEPAP.aspx for more information
about LEPAP.For further enquiries on the LEPAP application process,
contact the Education Team via education@actuaries.asn.au.

チケット ＄20（二席 お抹茶とお菓子）
Tickets are $20 for two servings of tea and
traditional sweets.
時間

Sessions are 45 minutes long, and start at 11am,
11:45am, 12:30pm, 1:15pm, 2pm and 2:45pm.

ご予約

ご希望の時間をお知らせください。
Please indicate which session you would like to
attend when making your booking.
Email: chado.sydney@gmail.com
Phone: 0450 840 616 (Naoko)

茶道裏千家淡交会シドニー協会
CHADO URASENKE TANKOKAI SYDNEY ASSOCIATION INC

I

n the hustle and bustle of the modern world finding the time
to enjoy the moment and appreciate some of the simpler
things in life is increasingly a challenge. Spending quality
time with friends and extending the warm hand of hospitality
is harder to do when there are so many other demands on your
time. There are so many distractions to take your attention
when what is needed is to be able to focus 100% on what you
are doing. Maybe the Way of Tea is what you need.
What we in the west call “Japanese Tea Ceremony” is more
correctly described as “Sado” or “Chado” – the way of tea. Just
as Budo is described as “the way of martial arts”, so too Chado
is a physical and mental discipline with the aim of stilling the
mind and realising one’s full potential. Today there are many
different schools of Chado and whilst they vary in the extent in
their level of flamboyance or austerity they are all focused on
the discipline of mind and body.
The Urasenke school of which I am a member is probably
the best known of the schools outside of Japan, primarily due
to the efforts of the previous grandmaster (Soshitsu 15th) who,
as a result of personal experiences realised the importance of
peace and international understanding. As a result he made
it his goal to help spread “Peacefulness through a Bowl of
Tea” and opened “Midorikai” where foreigners may come and
study Chado intensively. The Sydney chapter of the Urasenke
tradition has been going for 39 years now, founded in Epping
by Rosaleen McVittie who herself will be 80 this year.
Each year we hold a “Chakai” or Tea Festival where the
public is invited to come and enjoy a bowl of tea in a variety
of different settings. Each setting includes a description and
explanation as well as serving traditional handmade sweets
and a bowl of tea and lasts for about 30 minutes.
This year the Chakai will be held in the Maiden Theare,
Royal Botanic Gardens, Sydney on Sunday 2 September –
I hope to see you there. Further information: T 0450 840 616
(Naoko) E chado.sydney@gmail.com
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I am an Actuary
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Five participants from the recent Professionalism Course in
Melbourne talk about their current roles and future aspirations.

Peter Ballantyne

Liam Barrett

At the Melbourne Professionalism Course
CEO Melinda Howes encouraged all new
actuaries to repeat four words in the mirror
each morning - those words were “I am an
actuary”. As a newly qualified Fellow, working
in a team with no other actuaries, the need
to reiterate these words to myself each
morning resonated particularly strongly.
I currently work in the Portfolio
Strategies Group of Russell Investments
having joined Russell in the Investment
Consulting team almost eight years ago.
My current team is small and very much
global in nature with team members
in the US, UK and Australia. We are
responsible for the ongoing management,
development and operation of Russell’s
global capital markets forecasting model.
My role demands an interesting
combination of skills. A strong foundation
of economic, statistical and financial
market knowledge is required to develop
and maintain a range of yield curve and
equity market models. Russell’s equity
market model, a Stochastic Volatility Jump
Diffusion model, helps our consulting teams
to better manage the tail risks in our client’s
portfolios rather than relying on the simple
but unrealistic lognormal assumption. The
ability to implement these models in a fast
and robust way using a modern programming
language like MATLAB is also a key skill.
However, communication of these technical
concepts to a range of audiences is, perhaps,
the most challenging part of my role.
The ability to do complex financial
analysis, based on uncertain or incomplete
information, and effectively communicate
that analysis to the key stakeholders is
perhaps the very essence of being an actuary.
As such, I am proud to say, “Hello, my name is
Peter and I am an actuary.”
pballantyne@russell.com

My current role is within the medical indemnity
industry. Working for a Medical Indemnity
Insurer brings a variety of challenges given
it is owned by a doctors’ mutual and, while
being not-for-profit, requires the accumulation
of funds in order to meet APRA’s regulatory
requirements. My role as Business Intelligence
Manager spans all business functions,
including the Claims and Advisory Services,
Medico-Legal Advisory, Marketing, Support
in Practice and Risk Management teams,
assisting them to develop better insight and
efficient working practices. I also work on a
variety of projects for management acting in
a similar manner to an internal management
consultant.
My role draws upon prior work within a
management consulting firm and my four
years of working within a firm of consulting
actuaries, with whom I have occasional
liaison via the work they do for MDA National.
The breadth and scope of my work and the
interesting medical indemnity environment
makes every day an interesting one. I use a
consultative approach to a large amount of
my work and thus my communication skills
are paramount and supported by my technical
skills. Given the national structure of the
organisation and the competitive environment
within Australia, my role requires occasional
travel to each of our interstate offices.
lbarrett@mdanational.com.au

Comment

Matthew Crane

Ashley McBroom

Michael Wulfsohn

I’ve been at PHIAC (the regulator of the
Private Health Insurance industry) for
nearly a year. This time last year I was
doing ALM for a large life company in
Bristol, UK. It was quite a change moving
from life to health, from private to public,
and from the UK to Australia all at once!
But I’m really enjoying my new role at
PHIAC – there are a lot of actuarial issues
that come with regulating PHI, and with
only a small actuarial team of three, I get
my fingers into a lot of quite big pies.
At the moment we’re developing new
Capital Standards for the PHI industry so
I’ve been involved in some of the thinking
behind that and consulting with insurers
and actuaries – a rare opportunity and a
great experience for me. We also get very
busy when insurers submit applications to
increase their premiums to the Minister
for Health and Ageing, and PHIAC is
looked upon for advice – this involves a
lot of modelling work and consideration of
the many stakeholders. Day-to-day work
is analysing the prudential safety of the
health funds – projecting capital positions,
analysing quarterly returns and taking
part in fund reviews with an insurer’s
management.
We also work directly with the funds’
Appointed Actuaries. I really enjoy this
part of my role as I get to meet some
of the leading PHI actuaries in Australia
and discuss emerging PHI actuarial
techniques. It’s a very interesting and
varied role. As I’m still new to Australia,
I’m really enjoying the travel as a chance
to explore the towns and cities. The work/
life balance and location of Canberra are
great for exploring the countryside.
matthew.crane@phiac.gov.au

By general definitions, I work in a
'traditional' area of actuarial practice,
being superannuation and retirement
incomes. But that is just an umbrella label
covering the range of work I am potentially
exposed to on a daily basis.
As some background, I have been
working at PwC for three years. I started
straight out of university following a
period of vacation work. During that time
I was exposed to a range of actuarial
fields, including super, general insurance,
health insurance, investments and asset
consulting. One of the benefits of joining
the Super team was that the established
reputation means the spectrum of work
that we undertake includes a lot of very
interesting tasks and clients. From complex
multi-billion dollar defined benefit funds
through to small "Mum and Dad" Funds;
prescriptive 'traditional' actuarial work
through to one-off ad-hoc jobs and a lot
of modelling work. It has really highlighted
the flexibility of an actuarial degree – that
the base skills actuaries have can be
adapted to so many situations – and why
there is an increasing push for actuaries in
non-traditional areas.
Recently, I’ve moved with PwC from
Perth to Melbourne. This has opened
me up more to the consulting side of
actuarial – visiting clients, understanding
their needs and trying to add value to
their businesses through an actuarial
lens. As I progress through my career
I continually acknowledge how the
teachings throughout my studies provide
a good foundation for “the real world”.
Not just the technical applications,
but the ethical, professionalism and
presentation aspects as well.
ashley.mcbroom@au.pwc.com

Until recently, I was employed in the investment
consulting line of business at Towers Watson.
However a couple of years ago I realised that the
work I was doing, while beneficial to society, was not
having as much positive impact as I would like to
have. Specifically, my work was primarily related to
superannuation, and therefore was helping improve
Australians’ retirement incomes. This is definitely a
very worthy cause, but in my view Australians are by
no means the most needy people in the world.
This line of thinking led me to ask myself “What
is the most significant problem in the world?” I
approached this question from the point of view
of what impacts people the most, and therefore
in my view the answer is global poverty. I then
thought about how I might change my career in
order to contribute towards alleviating this problem.
Given my background in actuarial disciplines, the
main two options I considered were microfinance
and development economics (economics for poor
countries). Since my interests primarily lie in the
“big picture” high-level issues, I chose the latter.
Having made this decision, I continued working
in investment consulting until I qualified as an
Actuary in July 2012, and shortly after I commenced
studying towards a Master’s degree in International
and Development Economics at Australian National
University (ANU). The type of work I would eventually
like to do would be to provide practical advice to
governments struggling to pull their population out
of poverty. Specifically, in the long term I envisage
working for organisations such as the World Bank or
Asian Development Bank, working for a consultancy,
or working for a think-tank.
My decision has given me a strong sense of
purpose, as far as my career is concerned. Although
I still want to balance this against other aspects of
my life, I am no longer simply working for myself. I
feel like I am working towards something which I
ultimately find very meaningful and important, and I
hope I will be able to achieve something worthwhile.
michael.wulfsohn@gmail.com
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Education Update

Philip Latham Head of Education
philip.latham@actuaries.asn.au

Examining the Exams

P

art III Results Semester 1 2012

Semester 1 2012 saw the introduction of the UK ST1 Health and
Care exam in Part III. The UK ST1 exam needs to be completed
with the Actuaries Institute’s online Private Health insurance
course to meet the requirements of Part III Module 1. This allows
members to complete study in the Health Insurance area combining
global principles and Australian content. The pass rate for the UK ST1
exam was 38%.
Semester 1 2012 also saw the introduction of the online discussion
forum participation mark as 10% of the overall assessment, replacing
the assignment on Life Insurance, General Insurance and Global
Retirement Income Systems courses. Course Leaders commented on the
great improvement in both the quality and quantity of discussion on the
Learning Management System.
The Part III pass rate for Semester 1 2012 increased to 37% (including
non-Fellows only for C7A ERM and the UK ST1 Health and Care subject),
this is a 4% increase on the previous semester. The Part III pass rate
excluding the C7A ERM course and UK ST1 exam was also 37% in
Semester 1 2012, an improvement on 33% in Semester 2 2011. The pass
rates over the last ten semesters (including C7A for non-Fellows since
2010) are as follows:

2012
(1)

2011
(2)

2011 2010 2010 2009 2009 2008 2008 2007
(1)
(2)
(1)
(2)
(1)
(2)
(1)
(2)

37% 33% 36% 40% 40% 40% 44% 49% 44% 41%
It was pleasing to see the highest pass rate to date in the C7A ERM
subject of 37% in Semester 1 2012, as in previous semesters low pass
rates in this subject have contributed to lower overall Part III pass
rates. However, in Semester 1 2012, it was disappointing to see pass
rates of below 30% in Course 2B Life Insurance and Course 3A General
Insurance. Below are the pass rates for each course in semester 2 2011
compared with the last four semesters:
						
2012
(1)
Course 1 Investments
Course 2A Life Insurance
Course 2B Life Insurance
Course 3A General Insurance
Course 3B General Insurance
Course 5A Investment
Management and Finance
Course 5B Investment
Management and Finance
Course 6A Global Retirement
Income Systems
Course 6B: Global Retirement
Income Systems
Course 7A Enterprise Risk
Management*
UK ST1 Health and Care
Course 10 Commercial Actuarial
Practice

2011
(2)

2011 2010 2010
(1)
(2)
(1)

30% 31% 33% 31% 35%
33% 20% 30% 31% 28%
25% 15% 39% 41% 44%
28% 23% 33% 36% 37%
38% 31% 34% 40% 35%
n/a 62% n/a 53% n/a
59% n/a 38% n/a 56%
31%

n/a

50% n/a

25%

n/a

63%

n/a

54%

n/a

37%

26%

21% 34%

19%

38% n/a n/a n/a n/a
57% 55% 59% 55% 59%

*pass rates for C7A ERM above are for non-Fellows only. The pass rates for Fellows
in the C7A ERM subject have been as follows:
Semester 1 2010: 10 sat, 6 passed, (60%). Pass rate for all members (25%).
Semester 2 2010 10 sat, 8 passed, (80%). Pass rate for all members (40%).
Semester 1 2011: 3 sat, 0 passed, (0%). Pass rate for all members (20%).
Semester 2 2011: 7 sat, 2 passed, (29%). Pass rate for all members (26%).
Semester 1 2012: 6 sat, 4 passed (67%). Pass rate for all members (39%).

Pass rates and exam centres
							
2012
		 (1)

2011
(2)

2011
(1)

2010
(2)

Sydney		
34% 35% 35% 42%
Melbourne		 45% 36% 40% 45%
Other Australian		 329% 24% 52% 26%
Overseas		 29% 21% 33% 31%
It is also good to see that the Other Australian and Overseas exam centres
moved closer to parity with Sydney and Melbourne in Semester 1 2012.
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The pass rates by exam centre for the last four semesters are as follows:

Student Column

Chaturi Bhaskaran
u4681540@gmail.com

London Interbank Offered Rate (LIBOR)
– Can what’s broken be fixed?

T
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he LIBOR rate-fixing scandal has
dominated newspaper headlines for
several months, ever since Barclays
admitted to lying about their
submitted rates on 27 June this year. Evidence
recently emerged that employees at Barclays,
and other major banks on the LIBOR panel,
have repetitively rigged the rate for the last
five years.
LIBOR is the rate at which the largest
banks in London borrow money off each
other, and is the mostly widely used interest
rate in the world, acting as a benchmark for
loans and derivatives. Between 350 and 800
trillion USD of financial instruments which
are estimated depend on this rate.
The method of calculating LIBOR is its
fatal flaw and pivotal to the scandal. Each of
the major London banks publish what rate
they expect to pay on a loan from another
bank, and then LIBOR is calculated using the
average of the middle 50 per cent of these
rates (i.e. the first and fourth quartiles are
excluded from the calculation). This means
that the banks do not have to publish the
borrowing rate they actually pay.
Manipulation and collusion?
This process is what’s most confusing and
shocking about the LIBOR system. It was left
entirely up to the banks to construct, even
though they could directly profit from certain

movements in the rate. There were simply no
incentives for the banks to play fair.
Unsurprisingly some banks manipulated
LIBOR, inflating or deflating it to profit
on their trading positions. In the case of
Barclays, a huge trader in LIBOR dependant
derivatives, small movements in LIBOR could
have eventuated in millions of dollars in
daily profits.
Some banks also pushed down their
submitted rates to appear more creditworthy than they really were in order to
avoid heavy regulation—especially in 2008
when there was almost no inter-bank lending
and the rate was just an estimate. Many
of the banks involved in calculating LIBOR
were submitting rates that may have been
30-40 basis points too low. About 20 big
banks are currently involved in lawsuits or
investigations about rigging LIBOR, including
Barclays, Citigroup, Deutsche Bank, HSBC,
JPMorgan Chase, RBS and UBS.
Another pressing issue is the possibility of
collusion between the banks and regulators.
For example, during a call with the Bank of
England, Mr Bob Diamond, the former head
of Barclays’ investment-banking division,
allegedly recorded notes which could have
been interpreted as an ambiguous hint
from the central bank to lower their LIBOR
submissions.

Regardless of whether this was the case
or not, it was in the regulators’ interests
to lower LIBOR. During times of financial
crisis, central banks face a conflict between
allowing markets to operate transparently
and maintaining financial stability. British
banks were being shut out of the markets,
including HBOS and RBS, and they were too
large to bail out if they failed.
In addition, the New York Federal
Reserve Bank was aware of LIBOR fixing
taking place, and sent suggestions to
the British Bankers Association (BBA)
on changing the process—although,
the BBA were slow to respond. Neither
party did enough to curb the situation.
It seems that the LIBOR system is rotten
at every level.
It will be interesting to see how regulators
will deal with this crisis as it stands. If the
banks must pay compensation to those
adversely affected by LIBOR, then bail outs
may well be required. From a sceptical point
of view, the banks may be afforded some
protection if they were found responsible, in
order to avoid the bail outs.

LIBOR system must change
Clearly, the LIBOR system must be amended.
For a start, banks should publish their actual
lending rate, whenever possible, to formulate
LIBOR. Perhaps additional banks to the current
16 should be included in calculating it. There
also needs to be incentives for banks to be
ethical and honest, in order to counteract
the profits of fixing LIBOR or general fraud.
Although this is easier said than done!
However, maybe it is time to scrap LIBOR
and start afresh. In September, central
bankers will discuss whether LIBOR can
be repaired, or whether it will be replaced
by a system that is more resistant to
manipulation.
This scandal has destroyed public trust,
and tainted the banking industry’s already
tarnished image. Although we optimistically
anticipate the abolition of self-regulation
and establishment of an ethical banking
environment, when it comes down to it, the
ultimate challenge will be convincing the
banks to overturn a system that has served
them so well for so long.
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CEO’s Column

Melinda Howes
melinda.howes@actuaries.asn.au

Death by Data

I

am going to say something controversial. Something
provocative. Something that could well get me drummed
out of the actuarial profession. So here goes:

The actuarial profession is too wedded to data, and it’s killing us.

Living in interesting times
There is an old (purportedly Chinese) curse: “May you live in interesting
times”. I think actuaries are currently doing just that.
If we think back to a past “interesting time”, it was probably the
introduction of computers. Much of the pure technical work actuaries
did was able to be automated, and I am sure there were many predicting
the demise of the profession. But we flourished by reinventing ourselves
as those who not only analysed but also interpreted the data. We
evolved, and we thrived.
I think the time for our next evolution is upon us.
It is recognised in our strategic work (refer the Institute’s 2010-12
strategy) that the actuarial profession is undergoing rapid change. Our
“Statutory Castle” (as Jules Gribble calls it), whilst still strong, is not
growing as rapidly as before and those that have ventured outside its
walls face stiff competition from other professions. We are experiencing
rapid changes – in technology, regulation, customer behaviour, the
incidence of severe weather events, investment market behaviour
and longevity.
Now more than ever, past experience may be a poor guide to the
future. And now more than ever actuaries need to show and prove our
worth in an open market of highly skilled, financially savvy professionals.
As time has gone by and many professionals (including some
actuaries) have moved away from purely technical work to providing
more advice and counsel at senior levels, a large portion of actuarial
practitioners have remained wedded to our data. We’ve been happy
to keep our heads down doing technical work and opting out of being
involved in business issues where we do not have the data – saying
“that’s not actuarial work”. Whilst other professions have evolved, I do
not think we have evolved to nearly the same extent.
I have gained the impression that a significant minority of actuaries
think we shouldn’t get involved in issues or debates which are so
uncertain that there is no data for us to analyse to do our arcane
actuarial magic. “How is this actuarial science?” they cry.
Well, ERM is a case in point. An important component of enterpriselevel risk management is dreaming up likely future scenarios and then
working out how the entity can optimise its response to that scenario.
This is a futurist approach. And that’s the evolution I think we need to
make. It’s not data-driven, but it can be done best by people with a deep
understanding of the data and the things that make the organisation
tick. And that’s where actuaries excel.
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Actuaries are Futurists
Actuaries have always been futurists. Our skill set is to forecast what
is to come, and work out an optimal response to that. That’s our
differentiator from other professions who stop short at analysing what
has been, and are not forward-looking as we are.
In recent months we have been working on something new. We
have attempted to apply a futurist approach to some public policy work
around one of the biggest issues Australians are facing – our longevity.
Over a period of months, a number of our leading superannuation
and wealth management actuaries have been working with the
Institute’s public policy team and our Public Policy Committee to create
the Actuaries Institute’s first White Paper – called “Australia’s Longevity
Tsunami”.
We are aware that Australia’s ageing population is high on the
Government’s list of front-of-mind policy issues, and longevity and
retirement funding are areas where actuaries have significant expertise.
So it seems natural for the Actuaries Institute to have some proactive,
value-added input into this issue of national importance.
By taking a futurist approach we are able to be more “out there”,
posing a realistic “what if” scenario which is that current estimates of
life expectancy will radically underestimate how long Australians are
actually going to live. This is not wholly backed up by data, because
projections of past data don’t anticipate rapid improvements in
longevity, but is plausible based on previous experience. (In the past we
have consistently underestimated longevity improvements.)
By taking a futurist approach, we can really start to say something
new and draw connections that others may not have drawn. This
well-thought-out opining will, we hope, capture the attention of policymakers. An added bonus will be if we can capture some media attention
for the profession and help educate a broader range of people about
what actuaries do.

How do we move beyond data-driven work?
If we restrict ourselves to only dealing with problems we have the data
to solve, we will be limited in our ability to contribute to some of the
big future issues facing Australians. If we want to be relevant, we have
to move beyond technical analysis and be able to use our considerable
expertise on some of the big picture issues that impact us all. Our work
on flood risk last year was a good example of this.
One thing that actuaries and futurists have in common is that we do
not simply forecast the future and then passively wait for it to happen to
us. We look at various future scenarios and then put in place measures
to try to optimise the future result.
In other words, actuaries work to make the most favourable future a
reality. What a great elevator pitch that would be!
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Now that may sound strange coming from someone who is one of the
biggest believers in data analytics as a growth area for actuaries – a
field in which we can add enormous value and where I believe many
actuaries will find work in future years. So let me explain.
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Notice

CPD National Tour

Be an Influential Actuary and Leader

Presented by: David C. Miller with David Goodsall and Melinda Howes
US actuary and author of The Influential Actuary David C. Miller is back by popular demand, following the success of
his 2011 Australian tour.

Don’t miss this valuable opportunity
if you are an actuary who:
● is a consultant who desires to be more effective with clients and prospects in a way that will increase your
revenue;
● is an executive, manager or technical expert who aspires to increase your level of  influence and leadership
ability; or
● desires to increase your level of emotional intelligence and become more effective at relating to others in the
workplace.

Dates
●
●

Perth (Introductory)
●
Monday 10 Sept 2012		
Brisbane (Advanced) ●
Monday 17 Sept 2012		

Adelaide (Introductory)
●
Wednesday 12 Sept 2012		
Sydney (Introductory and Advanced) ●
Wednesday 19 Sept 2012		

Melbourne (Introductory and Advanced)
Thursday 13 Sept 2012
Canberra (Advanced)
Thursday 20 Sept 2012

$30.00 registration fee per session

Be an Influential Actuary  – (Introductory Session)
•
•
•
•
•

Discover the four primary behavioural styles that have been identified for over 2,600 years.
Understand the basic principles of people reading.
Learn how to master identifying the styles of other people based on their behavioural cues.
Be able to recognise elements of ineffective or unproductive communication and turn it around.
Discover what you can do to be more influential with people whose styles are different from your own.

The Influential Leader  – (Advanced Session)
• Discover the most critical ingredient to influencing employees, colleagues, management, prospects and
clients to take action.
• Be introduced to the ChangeGridTM – a tool which reveals the likelihood of someone actually taking action
without ANY outside support or guidance and complete your own ChangeGrid profile (optional).
• Learn five specific ways people respond to their mission critical activities and precisely what manoeuvres will
motivate them to take action.
• Discover your natural management style.
• Discover how to intuitively adapt to the developmental needs of other people.
• Develop the ability to reduce tension and miscommunication when working with others.

david
miller

David C. Miller MS, FSA, PCC
Actuary • Internationally-recognised human development expert.
Dave is the Founder and CEO of Leadership Growth Strategies and has over
20 years experience, working in corporate, consulting and entrepreneurial
environments. He helps consultants, coaches, business owners and sales
professionals attract more prospects, convert more clients, obtain larger
engagements and generate higher revenues.

Register online via www.actuaries.asn.au/EventsandNetworking/UpcomingEvents.aspx by Monday 3 September 2012
Find out more about Actuaries Institute events at www.actuaries.asn.au

