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Australian cyber claims: live and kicking
By Eric Lowenstein (eric.lowenstein@aon.com)
Cyber is an evolving risk issue that has become a leading
concern for many organisations. In an increasingly punitive legal
and regulatory environment, it has potential to cause major
financial and reputational damage. Importantly, directors need
to set the culture, putting cyber risk on board level agendas
regularly and with adequate time. Boards need to be highly
aware of legislation and legal responsibilities.
Cyber risks have continued their rapid climb moving into the top
five business risks globally for the first time this year. In a recent
survey of Australian CEO’s conducted by PwCi, cyber risk was
rated the second highest business threat to organisational
growth.
“Cyber crime has now outweighed drug trafficking as the most
lucrative form of crime.”
Some overseas cyber criminal networks have sophisticated
business models with established business strategies, executive
management teams and even employee health-plans &
performance reviews. This problem is not going away,
particularly as Australia moves up the ranks to become a
number one target.
Australia ranks as one of the most hacked countriesii in the
world.
The recent Australia Post phishing scamsiii highlight Australia’s
vulnerability with the scam achieving an 80% success rate and a
speeding infringement scam resulting in a 95% success rate.
These high success rates motivate hackers to further focus
efforts on Australian business and scale up their attacks
targeting specific employees in organisations to steal corporate
secrets, credit card details, bank records, customer lists,
intellectual property and more.

Current scenarios
Some common threats we are seeing in Australia are CFOs in
global firms receiving emails from what appears to be legitimate
head office email addresses requesting a transfer of funds to
pay for overseas taxes to an offshore bank account.

We have also seen examples where hackers had placed software
within the company systems monitoring email correspondence
to look for legitimate requests on the part of a supplier, such as
a change of bank account. At this point the hackers would step
in as the “man-in-the-middle” and take over control of the
conversation, ultimately ensuring that the money transfer would
go to their own account and not to the legitimate supplier’s
account. In order to launch such an attack it is sufficient to
penetrate the systems at only one of the two companies
involved.
“Australia ranks as one of the most hacked countriesii in the
world.”
Another common scenario is the ‘crypto locker’ where hackers
placed malware onto an organisation’s network and encrypt all
files. They then demand a ransom be paid in order to un-encrypt
the operating system. Clients have reported paying the ransom
and then find that their systems are wiped or that the hacker
encrypts the files again six months later demanding a further
payment.
Other companies, which operate infrastructure such as utility
providers, have had physical engineering tampered with through
hacked computer networks, causing havoc and major
environmental incidents.
Australian Banks have also been the target of attacks. In
February this year, a virus known as Carbanakiv was used to
access bank employee computers and ultimately get inside the
banking network. Once inside, they can mimic the actions of
cash transfer staff after watching how they operate. The hackers
then transfer money from the bank into off-shore accounts or
order the bank’s ATMs to dispense cash to a waiting criminal.

A changing risk landscape
In Australia, cyber incidents have increased 48% in the last 12
months and the annual cost to Australian business of data
breaches alone is $1.6 billion. The Ponemon Institute’s 2014
Cost of Data Breach: Australia reportv found that the average
cost of a data breach experienced by Australian companies was
$2.8 million.
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From a data protection and recovery perspective, Australia is
also lagging behind. The EMC Global Data Protection Indexvi
found 64% of Australian businesses experienced data loss or
downtime in the last 12 months with 78% not fully confident in
their ability to recover after a disruption.
Business trends, such as big data, mobile and hybrid cloud also
create new challenges for data protection in Australia with 58%
of businesses lacking a disaster recovery plan for any of these
environments and just 7% having a plan for all three vii.

installed on some of its in-store payment systems. Evading
anti-virus software and present on the system for many
months, this resulted in the loss of nearly 20,000 customer
credit card details. The company faced a large bill after it had
to launch a forensic investigation and pay for Payment Card
Industry related fines and card brand assessments. The cyber
insurance policy responded to these forensic costs and PCI
fines.
• An unencrypted laptop belonging to an employee of a charity
was left on public transportation. It contained the personal
details of nearly 5,000 donors. Conscious of the need to
protect its brand and reputation, the charity decided to
voluntarily notify those affected. The cyber policy covered the
notification costs.
• A small accountancy firm found their entire network riddled
with malware after a temporary worker accidentally clicked
on an infected link. In order to fix the problem, they had to
hire a specialist team of IT forensic consultants that had to
rebuild their system and restore data at cost of $45,000. The
cyber policy covered the external costs associated with
restoring, repairing and rebuilding systems.

Where to from here?
There is a significant need for organisations and boards to
become more aware of the threat that cyber risk poses to their
bottom line, brand & reputation. As awareness increases and
highly publicised breaches continue to be seen in the media,
companies are looking to transfer some of the financial risk off
the balance sheet to an insurance mechanism.

Source: Aon Risk Solutions

As insurers contemplate the opportunities around this growing
market, they must also consider the risks. This is often a difficult
class to price given limited historical actuarial data. This is
particularly heightened when considering the impact of
aggregate exposure amongst insureds often using the same
cloud providers and the systemic risk that may flow from a ‘black
swan’ event.
i

Australian Cyber Insurance
Claims
For those interested in not just hearing about cyber scenarios in
Australia but actual cyber insurance payouts, here are a few
examples:
• A company accountant of a Sydney manufacturing firm
received an email from her boss asking her to transfer
$120,000 to a supplier abroad. Because this was a common
type of request, she processed the payment before realising
that the tone of the email wasn’t right and the domain name
was a single letter off. Upon further investigation, it was
found that cyber thieves had infiltrated their systems and
grew knowledgeable enough about company dealings to send
a convincing phishing email that lost the company thousands.
The cyber policy covered the costs associated with phishing
scams.
• A director of a medium-sized healthcare firm in Brisbane
received an email from an unknown individual who claimed
that he had breached the company’s systems and was holding
confidential patient data which he would release to the public
unless the company paid 25 bitcoin (approximately $7,500).
The insurer’s claims team first helped identify that this was a
credible threat and then work closely with the company to
determine if paying the ransom would be the best course –
which was the ultimate outcome.
• A furniture store based in Melbourne was the victim of a
significant data breach after malware had been unknowingly

http://www.pwc.com.au/ceosurvey/

ii

http://www.idgconnect.com/abstract/10004/why-australiahacking-magnet
iii

http://auspost.com.au/about-us/scam-alerts.html

iv

http://www.abc.net.au/news/2015-02-17/banks-victim-ofmulti-national-hacking-attack-security-firm-says/6130370
v

http://www.ponemon.org/blog/ponemon-institutereleases-2014-cost-of-data-breach-global-analysis
vi

http://www.emc.com/microsites/emc-global-data-protectionindex/index.htm?cmp=SOC-14Q4-GDPI-OT
vii

http://www.emc.com/microsites/emc-global-data-protectionindex/index.htm?cmp=SOC-14Q4-GDPI-OT
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For me it’s time to act now
By David Bell (david.bell@actuaries.asn.au)
“The time has come,” the Walrus said, “To talk of many things”
(Lewis Carroll, The Walrus and the Carpenter).
Three unrelated events prompted me to write this article.
The first was my participation on an all-male panel of five at the
recent Actuaries Summit in May.
The second was attending the Australian Institute of Company
Directors (AICD) company director’s course where women
outnumbered men.
The final prompter was an article which appeared in the UK
Times on July 15 which reported that for the first time in British
Army history a woman had been put in command of an
operational brigade. The article noted that Brigadier Nesmith
(while not the first female brigadier or one-star general) had
been given a job trusted to high-flyers. As an interesting aside,
the article noted that she is married to a tree-surgeon and has
two sons, aged seven and six.
When I was in the Australian Army (over a quarter of a century
ago), an institution not dissimilar to its British counterpart, I
could not have ever imagined a woman having such a role. That
this is happening is terrific, absolutely appropriate, and shows
the rapid change that has occurred in recent years when it
comes to women having the same opportunities as men and,
more importantly, winning senior jobs.
Equally, even a few short years ago, it’s unlikely that women
would have attended an AICD course in the same numbers as
men.
The key question then, is whether enough is being done to
ensure that women are equally represented, as they should be,
at the most senior levels of our key institutions? Think of the
Federal Cabinet where there are only two women, and ask
yourself whether that’s appropriate today? Consider, also, the
under-representation of women on boards and in senior
executive roles.
Until recently, if pressed on this topic, I would have reflected
and said that, of course, I support the notion that women should
have the same opportunities as men, and that this was
happening gradually and appropriately. After all, my wife was a

ground-breaking politician in that regard and I have two
university-age daughters who couldn’t imagine a scenario where
their ambitions and success were linked to their gender.
A lot of the men I know, all good and decent people, would
probably hold similar views.
However, my personal view, now, is that despite the best will in
the world, not enough is being done to ensure that women have
an equal stake in Australia’s power and decision-making
structures. Men need to make active and conscious decisions, all
the time, to ensure that women are afforded equal and fair
representation.
So what does this mean for the Actuaries Institute and my
personal approach?
(This where the panel of five men becomes relevant at the
Actuaries Summit). When the five of us were on stage it was
immediately apparent we were all thinking the same thing
(gently prodded by our Summit host Annabel Crabb) – that not
only was it not a good look (embarrassing actually) but that the
many women in the audience (one-third of our members are
women) could reasonably be thinking that the Institute was outof-touch.
In the future I intend to take the following steps to make sure
the Institute takes a more active role in making sure that women
are appropriately represented:
• At our conferences, each panel should have between a third
and half of their members as women.
• When I attend key meetings at the Institute I will make sure
that women are appropriately represented.
• I will actively encourage and support women to join the key
decision-making bodies of the Institute.
• When I am at an important external meeting, I will make a
(polite) and appropriate point if I feel that women are
excluded or under-represented.
My comments shouldn’t be taken as criticism of the Institute or
the Profession. I would note, for example, that the key decisionmaking body of the Institute, the Council, has four women on its
12-person board, and the President and Vice President are both
women.
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Letter to the Editor
By Chris White (cjwhite46@yahoo.com.au)
Dear Editor
Rob Paton’s actuarial success story on the conversion of defined
benefit funds to defined contributions is fair enough as far as it
goes, but doesn’t cover some of the less attractive
consequences.
What the conversion facilitated in many cases was a reduction in
employer contributions and hence in the overall quantum of
benefits provided. Arguably actuaries might have argued harder
for the maintenance of employer contributions at or nearer to
long term defined benefit cost levels, and hence for some
greater measure of protection of aggregate member interests.
This issue is separate from the equity arguments involved in the
allocation of that total quantum amongst different categories of
member; poor vesting for early leavers was a major reason why
defined benefit funds were opposed by unions and was a
significant factor in their (slow) demise with the introduction of
compulsory superannuation. With the substantial reductions in
overall employer contributions which were achieved in many
cases, the issue of benefit adequacy will be around for a long
time to come. Due to union pressure and Paul Keating’s
initiatives, we have much more comprehensive coverage, but
9.5% contributions don’t come close to providing an adequate
retirement benefit, even after a long career with no breaks.
The other issue is the shifting of risks from employers to
members. The defined benefit fund usually left the main risks –
investment, inflation and, in the case of pension funds, longevity
– with the employer. I agree that with the end of employer
paternalism, as well as the move to total remuneration, this
needed to change. However going all the way to defined
contribution design jumped to the other end of the risk-sharing
spectrum, and moved all the risks to the member. Arguably
some intermediate position (or at least some risk-sharing
mechanisms) might have been a cause actuaries could have
taken up, but we generally went along with the simple (and
simplisitic) “solution” of accumulation benefits. True, there have
been some tentative moves to partially address two of these
problems, such as lifecycle investment products and (recently)
longevity risk pooling, but these developments were no help to
many who retired in the last few decades. It’s been fortunate
that the third of these key risks – inflation – hasn’t been a
problem in recent decades; I’m old enough to remember the
inflation of the 1970s and early 80s which rendered defined

contribution funds so ineffective and led to the general shift to
defined benefits in the first place.
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Default focus comes at some cost to most super
funds
By Nathan Bonarius ()
The haemorrhage of members to the self-directed segment of
super is a prime example of an industry distracted by its default
system obligations, writes Nathan Bonarius.

Yet change is afoot. Funds have recognised the value of
retaining high balance Choice members and have begun a
number of retention strategies, including:

What has been the opportunity cost of developing sound default
strategies for superannuation fund members?

• Expanding the range of Choice investments available.
• Member direct services such as individual equity securities
and term deposits.
• Pension product transformation.
• Offering sophisticated member and financial planning
services.

New evidence shows a harsh reality that the industry’s recent
preoccupation with MySuper may have seriously impeded the
focus on superannuation’s main game, members with the option
to choose their fund.
The haemorrhage of members to the self-directed segment of
superannuation is a prime example of an industry distracted by
its default system obligations.
Rice Warner believes that developing a good default option
should be a key objective of every superannuation fund.
However, to focus product development solely on MySuper, at
the expense of Choice, has created certain commercial
limitations.
Have the demands of Choice members been met in recent
times? Not really. Choice members make up the majority of
assets in the superannuation industry. They have an average
balance four times that of MySuper members.
“The recent Financial System Inquiry recommendation for funds
to offer a Comprehensive Income Product for Retirement (CIPR)
will give the market an innovation kick-start after a long period
of focus on default products…”
A quick look at the rapid rise of self-managed superannuation
funds (SMSFs), which represent one-third of total industry
assets, tells us that some one-million fund members are now
managing their own retirement savings, despite a general lack of
investment expertise and certainly the absence of any scale
benefits.
Further, the industry fund sector, despite its strong brand, has
attracted only 2.5% of retirement assets.

Some of the strategies have not been successful. In order to
service Choice members well, funds need to be able to profile
when members will be ready to make a choice, engage them
early and understand their needs. Rice Warner’s annual Super
Insights study allows funds to benchmark such members against
the universe of members in the market.
For example, three interesting insights that come from this study
include:
• Age is a simple proxy for when members will engage:
◦ Only 10.5% of members aged under 25 select their own
investment, but this rises to 29% by age 65.
• Choice members are more conservative:
◦ The asset allocation of Choice members is generally more
conservative than MySuper members. Allocation to growth
assets falls linearly with age from 72% to 42% by age 65.
◦ The difference in average growth allocation varies from
10% to 30% over a members lifecycle (see Graph 1).
• The average pensioner doesn’t vary his or her asset allocation
in retirement:
◦ Interestingly, the allocation of pension members in our
sample is relatively constant until approximately age 80.
◦ From age 80, allocations to growth assets actually increase.
We recognise that this is not likely to be a result of an active
choice at advanced ages. Rather, it is more likely to be a
function of members with higher growth allocations having their
money last longer (or having larger balances to begin with)
rather than an active decision made by individuals.
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Perhaps wealthier retirees understand the value of growth
assets and they also live longer than poorer retirees.
Such nuances represent only a small part of the complexity of
the Choice universe and demonstrate the need for funds to
understand their members better. In this case, to offer the right
suite of Choice investments and to develop retirement products
which assist pensioners’ money to last well into their retirement.
The recent Financial System Inquiry recommendation for funds
to offer a Comprehensive Income Product for Retirement (CIPR)
will give the market an innovation kick-start after a long period
of focus on default products with the MySuper reforms.

This article was originally published on Rice Warners Insights
Blog
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A quizzical night
By Gautham Suresh ()
From geography to Game of Thrones and dodgeball, the Young
Actuaries Program 2015 Trivia Fusion Night threw up some dicey
challenges. Gautham Suresh reports.
I am pleased to report that the SKL sponsored Trivia Fusion
Night last month was stuffed with a nutritious variety of
questions that tested the most seasoned “Trivia Masters”.
Close to 50 participants randomly allocated across 6 teams
turned up at the Institute to go head to head against each other
in a bid to secure the top prize, aptly and somewhat trivially
called, “The Winners Pot” and the Fusion heavyweight title for
2015.

1st Place Fusion
Winners

2nd Place

3rd Place

Given the mix and variety of interest expected of the
participants, the MC, yours truly, strived to bring about a range
of multiple choice and open-ended questions that allowed the
members to socialise and wow the crowd with their extensive,
and sometimes lack of, general knowledge, balancing skills and
ability to handle the complexities of pulling tissues out of a
tissue box. The questions ranged across a quizzical variety of
themes including geography, Game of Thrones and dodgeball.
Further, to add to the mix, a “use your ears” round provided
some good vibes that complemented the three “hands on”
challenges.
Some more notable questions that caused a decent amount of
gossip and soft-spoken whispers amongst the teams were:
• “What are the 5 “D’s” of Dodgeball?”
• “Who is the most famous resident of the Island of Sodor?”
• “The name of the Eurovision 2015 winning song?”

Hillary Cao does her balancing best!
Despite the totally respectable number of correctly answered
questions, some teams found themselves someway short of an
impregnable position. However, that changed as the question-
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answer structure merged into a test of coordination and pace
through a series of challenges. However, the challenges facing
the participants did not offer much in the way of a reprieve from
the brain teasers given the need to use both the mind and
agility. The challenges were:
• “A Bit Dicey”: a challenge where team members were
required to build a tower of six dice on the end of a paddle
pop stick
• “Tissue pull!” a challenge which required team members to
empty out a tissue box in the quickest time using only a single
hand; and the
• “Caddystack”: a challenge that required 2 golf balls to be
balanced on top of each other.
With all that going on during the night a supportable supply of
food and drink provided the energy needed to push the teams to
their best, and by the end of the challenges the paddock was
cleared and the “Trivia Masters” had cemented their pole
position. The 2nd and 3rd place were differentiated by only two
seconds during the “Caddystack” challenge.
This memorable night could not have been possible without the
support of the Institute staff, sponsors SKL and the six teams of
members. YAP would like to congratulate the winners and
everyone who participated and hopefully had a wonderful time.
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Colloquia Spotlight on Insurance and Risk in
Australia
By Michael Sherris ()

The 2015 ASTIN, AFIR/
ERM and IACA
Colloquia of the
International Actuarial
Association brings
cutting-edge research to
Sydney this August. The
event is set to cover the
NDIS and Group Life
and Disability Crisis in
Australia, along with
other areas of interest
to the international
profession.

The Colloquia is held every year in different parts of the world
(mostly in Europe) covering a broad range of topics.

For the first time in many years, three International Actuarial
Association (IAA) Colloquia are being held in Sydney. ASTIN,
AFIR/ERM and IACA will hold a joint event from 23 to 27 August
2015.

ASTIN topics include ERM, Reserving, Credibility, Reinsurance,
Pricing and Underwriting, and Risk Measures. These are topics at
the heart of actuarial work in non-life insurance so participants
should find new perspectives in the sessions.

ASTIN, which stands for Actuarial Studies in Non-Life Insurance,
was created in 1957 as the first section of the IAA. Its main
objective is to promote actuarial research, particularly in non-life
insurance.
AFIR/ERM, which stands for Actuarial Approach for Financial
Risks, was founded in 1988 as an IAA section promoting
actuarial research in financial risks and problems. The last time
ASTIN and AFIR/ERM were held in Australia was in 1997.
The International Association of Consulting Actuaries (IACA)
began to hold meetings every other year from 1960.
“ Together these sections have pioneered the entry of the
profession into non-life insur
insurance,
ance, financial risk and the ERM
arena at an international level.”
The meetings provide an opportunity for practitioners and
researchers to share knowledge and experience in those areas
of interest. The August event will feature plenary presentations
focused on current issues where all participants can hear from
leaders in the profession.
Presentations will cover developments in Australia of interest to
an international audience such as the National Disability
Insurance Scheme (NDIS) and the Group Life and Disability Crisis
in Australia. Other presentations cover risk modelling and risk
communication; both critical topics for actuaries.
The AFIR/ERM Colloquia will include topics: Portfolio
Optimisation, Longevity Risk, Risk Management, Broader Risks
and the Risk Environment. Participants seeking to update on
research in these areas will find these sessions of interest.
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The IACA sessions include presentations on Demographics, Data
Problems and Solutions, Regulator Trends and Shareholder
Reporting.
These presentations take the form of concurrent sessions where
there is a choice of sessions depending on your interests. The
presentations feature key results from international university
and industry researchers which aim to present the main ideas
and implications rather than the detailed research background
so that practitioners can gain insights into the ideas and
potentials applications to their business.
“ There is something here for everyone as well as the opportunity
to broaden perspectives, learn new methodologies and catch up
with research in these areas.”
AFIR/ERM includes a session where the Bob Alting von Geusau
Memorial Prize Paper will be presented.
The paper is “On the Calculation of the Solvency Capital
Requirement Based on Nested Simulations”. This prize is for the
best paper published in the ASTIN Bulletin on an AFIR/ERM
topic.
Along with the Plenary and scientific program there is of course
extensive networking opportunities, including Welcome Cocktails
and a Gala Dinner to give local and international participants the
chance to catch up and enjoy the best of Sydney Harbour.

Check out the Program and Register to attend the Colloquium.
View the video here:
https://youtu.be/nY1BrT6MTCY
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Three Actuarial Success Stories
By Rob Paton (rjp1310@optusnet.com.au)
Rob Paton recounts how the Austr
Australian
alian public has benefited
from the work of actuaries
Much of the work by actuaries occurs behind the scenes. Often
teams are involved, making individual recognition impossible.
Often similar work is being done by actuaries generally. Often
success can be judged only after long periods have elapsed, and
even then successful projects are less worthy of public
discussion than failures. So the collective work of actuaries often
goes unnoticed, and success becomes expected and not
recognised.
Key strengths of the actuarial profession are our general
competency within our specialities (evidenced by our training
and exams), our ethical behaviour (evidenced by our Code of
Conduct, our Professional Standards and Guidance), and our
enforcement. These strengths have encouraged clients,
regulators and public policy makers to entrust the actuarial
profession with important work which affects the financial lives
of the Australian public. Please enjoy these three examples,
especially if you recognise your work

1.Private Sector Employee
Benefits: Conversion of
Defined Benefits to Defined
Contributions: 1980 to 2000
Today’s political environment provides many examples of the
immense difficulty involved in making major changes which
affect the finances of individuals. The financial consequences of
high inflation and low investment returns of the 1970s on
employee defined benefit plans (and on the required employer
contributions) shocked employers and unsettled trustees. The
taming of inflation and the recovery in investment returns in the
subsequent decades opened up the possibility to private sector
employers of settling these defined benefit arrangements on a
fair financial basis. Furthermore, funded defined benefit
superannuation was not consistent with the “total
remuneration” approach which gained traction with private
sector employers over the 1980s (the “salary plus benefits”
approach had applied up to that time in Australia, and continued

to apply in the Americas and Western Europe until changes to
some accounting expense requirements along with the Global
Financial Crisis forced changes to commence in those locations).
“…Australian actuaries saw the public benefit of these
conversions and provided appropriate advice to enable
equitable implementation of the employer’s decision…”
From the early 1980s, some Australian early adopter employers
commenced working with actuaries with the objective of
replacing “salary plus benefits” with “total remuneration” for all
employees. These employers required that both existing and
new employees were covered by “total remuneration”, and
therefore that future service defined benefits were converted to
defined contributions on an equitable basis. Inevitably this led
to offers being made to employees to convert past defined
benefits to a defined contribution amount. The many Australian
actuaries who worked on these conversions determined an
equitable value for the ongoing defined benefits to enable each
current employee’s “total remuneration” to be calculated,
determined an equitable value for each employee’s accrued
defined benefit, oversaw the transfer of investments, insurance
and administration to a defined contribution environment, and
participated in the communication of the offer to employees.
These were major projects.
Over these 20 years, thousands of defined benefit plans
(covering hundreds of thousands of members) were converted
to defined contribution, most commonly on the basis of
individual employee consent. To the best of my knowledge,
there were few post-event challenges by employees to the
validity of these conversions.
The substantial unfunded employee benefit liabilities of many
employers overseas at the time of the Global Financial Crisis are
the evidence for the considerable benefits which these
conversions provided to private sector employers in Australia,
who benefitted from employee cost predictability and reduction
in potential adverse financial outcome, along with increased
overall employee engagement. Commencing from the 1990s, all
Australians have benefitted from Australia’s low rates of
unemployment and steady economic growth, with the “total
remuneration” approach being one contributing factor. Defined
benefit to defined contribution superannuation conversions
were an important contributor to the growth of industry fund
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superannuation, which in turn led to the introduction of the
Superannuation Guarantee from 1992.
While ongoing defined benefit advice was diminished for the
profession, the fact that so many Australian actuaries saw the
public benefit of these conversions and provided appropriate
advice to enable equitable implementation of the employer’s
decision is evidence of the Australian profession acting not in its
own interests, but in the public interest.

2. Statutory Roles for
Actuaries in General
Insurance
The insolvency of HIH in early 2001 ushered in substantial
changes to the prudential regulation of General Insurance in
Australia, including the statutory role of Appointed Actuary to
each ongoing general insurer. While the General Insurance
industry’s pre-2001 opposition to increased prudential
regulation and to the introduction of a statutory role for
actuaries had been successful with politicians prior to the HIH
insolvency, even the light touch regulation Australian politicians
of the early 2000s embraced the need for strengthened
prudential regulation, which commenced from 2002 amid
continued industry opposition, and was extended from 2006 by
the requirement for the Appointed Actuary to prepare an annual
Financial Condition Report.
“The General Insurance Appointed Actuary regime proved that
the actuarial profession in Australia was capable of delivering on
substantial new statutory roles…”
That the Appointed Actuary regime has been a success for the
General Insurance industry and its policyholders is taken as a
given these days, and is evidenced in at least four ways:• The absence of failures of General Insurers to date since the
regime commenced in 2002;
• A general reduction over time in the amplitude of General
Insurance price cycles;
• No failures of Medical Indemnity Insurers to date since
Medical Indemnity Insurers were brought within the General
Insurance regime in 2008 (prior to 2008, medical indemnity
was provided by mutual societies with a history of financial
instability); and
• Despite the opposition of the General Insurance industry in
2002 to the Appointed Actuary regime, surveys of Directors
(in particular), and Senior Managers (to some extent) from
about 2009 have acknowledged the value of most elements of
the Appointed Actuary regime in assisting them to better
understand the financial drivers of their businesses.
The General Insurance Appointed Actuary regime proved that
the actuarial profession in Australia was capable of delivering on
substantial new statutory roles, and of winning over Boards and
Managements over time as the appropriateness of the advice
provided was demonstrated in financial results and in improved
understanding.

3. Statutory Roles for
Actuaries in Private Health
Insurance
After the 1990s decade of private health insurance (PHI) entity
failures and highly variable premium increases from year to
year, the Commonwealth Government and the then PHI
prudential regulator (PHIAC) mandated actuarial involvement in

the preparation of an insurer’s projections which were required
to support the insurer’s application for the necessary annual
premium increases. In the early 2000s, most insurers had no
connections with actuaries, and the Boards and Management of
most insurers opposed the imposition of “unnecessary
interference and cost” from the mandatory involvement of an
actuary.
Despite PHI industry opposition, this small, behind the scenes,
mandatory actuarial role commenced from 2001, leading to
reductions in insurance entity failures, and reductions over time
in the variability of annual premium increases as the drivers of
year to year variability in insurance margins in this low margin
insurance business were better understood by Boards and
Management. The mandatory duties of actuaries were increased
gradually over subsequent years, until a full Appointed Actuary
role was introduced from 2007, including duties related to
“Notifiable Circumstances”.
At the Actuaries Institute April 2011 Convention, Raewin Davies
and Adam Jupp presented the results of a PHI industry wide
insurer CFO survey of the Appointed Actuary role which
concluded (amongst other conclusions):• 80+% of insurer CFOs who responded stated that the annual
FCR “is valuable to their Board”, and 60% of CFOs stated that
the annual FCR “is valuable to Management”;
• For a significant minority of CFOs, recommendations in the
FCR were regarded as “important to the business”; and
• If regulations were changed to delete the requirement for an
annual FCR, 80+% of CFOs expected that their insurer’s Board
would continue to require an annual FCR to be prepared.
By 2013 and 2014, when the effects of reductions in premium
rebates introduced by the then Commonwealth Government
were commencing to adversely affect the policyholder (and
therefore the financial) experience of most insurers, all insurers
welcomed the Appointed Actuary’s analysis as the progressive
adverse impact on the insurer’s assumed future financial
experience from these complex changes was included in insurer
projections, including regulatory capital and risk capital
calculations, and required future premium increases. The
current position contrasts with the 1990s decade during which
most insurers faced a different adverse external environment
without the assistance of an Appointed Actuary.

Summary
These examples illustrate the past benefits to the Australian
public from the work of the actuarial profession in Australia, of
which each of us can be quietly pleased. The examples illustrate
how the profession as a whole has worked together in three
distinct areas of core actuarial practice. Doubtless there are
other equally good examples. These Australian examples
contrast the position of actuaries overseas, some of whom have
seen statutory roles removed over the last 20 years. These three
examples are relevant at this time when the role of the
Appointed Actuary in Life Insurance is under review, and some
in the profession are agitating for the Life Insurance Appointed
Actuary role to be removed or curtailed substantially.
What do you think have been the public benefits from our work?

While the opinions in this article are Rob’s alone, Rob thanks the
actuaries who reviewed the historical accuracy of the success
stories and provided their comments for Rob’s consideration.
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In the Margin: July 2015 - Beyond QWERTY
By Genevieve Hayes (inthemargin@actuaries.asn.au)
We now live in a world where there are more internet-connected
devices than there are people and the computer keyboard is fast
replacing the old faithful pen as the preferred means of putting
words onto paper. Yet, in spite of the ubiquitous nature of the
keyboard, not all keyboard layouts are created equally.
For those of us living in English speaking countries, the keyboard
layout you are most likely familiar with is the QWERTY layout, so
named after the first six characters of the top row of letters. The
QWERTY layout was first created in the 1870s by Christopher
Sholes. Prior to Sholes’s invention, typewriter keyboards
featured an alphabetical layout which was particularly prone to
jams caused by clashing typebars (the metal arms on which the
letters were mounted). Sholes, therefore, devised the QWERTY
layout as a means of speeding up typing by separating
commonly used letter pairs (such as ‘st’ or ‘th’) and thus
minimising jams. Since then, QWERTY has become the default
keyboard layout for English speakers. Yet, it is not the only
layout that exists.
The most common QWERTY alternatives are those that exist in
countries that speak languages other than English. These layouts
were based on the same principles as QWERTY, but were tailored
to better reflect the linguistic nuances of other languages.
French speaking countries, for example, use the AZERTY layout,
while Russian keyboards use the JCUKEN layout, which is
designed to accommodate the extra letters of the Cyrillic
alphabet. Nevertheless, even within English speaking countries,
alternative keyboard layouts exist, the two most common being
the Dvorak layout (named after its inventor, August Dvorak) and
the Colemak layout.
The Dvorak and Colemak keyboard layouts were invented to
make typing faster and more efficient. The Dvorak keyboard, for
example, places the most commonly used letters in the middle
row, and favours the right hand over the left (using the QWERTY
layout, only 32% of keystrokes are made on the middle row and
over half are made with the left hand). Some studies have shown
that the Dvorak and Colemak keyboards do allow for faster
typing speeds, yet others have failed to do so. Either way, if you
were to swap your standard QWERTY keyboard for a Dvorak or
Colemak keyboard, it would almost certainly result in months of
pain, as you unlearn QWERTY and get up to speed with the new
layout. Still, proponents of these keyboards believe the
investment is worth it, and at the very least, given how

uncommon these keyboard layouts are, it will guarantee that no
one will ever use your computer at work ever again.

What’s Your Type?
The following quotes have been written using a standard
QWERTY keyboard, but in each case, some sort of (distinct)
transformation has been made (for example, by the typist
shifting the starting position of his or her hands on the keyboard
and then typing normally or by mapping the current keys to new
letters). Note that all punctuation has been removed from the
quotes to avoid confusion.
1. YTU YP SBPOF SMU BOTHPD PT ARPD EOYJ YJR RNPAS BOTID
2. BCSS ZKJSC LFDGJ KYM LYIBL BPKE EPCF CUJIDE EPCF EDCKE
VGDSHYO QGLE SHRC HEL K DCKS LJIDE
3. RUTW QRQL KWQ QXQV CJTQW EFKV EFQ PKEQW YV BR
EUYJQE
4. 63W F84T8H8Q H92 WQH5QW E98HT 58J3 8H Q R3E34QO
048W9H R94 Y8W 8HRQJ97W D48J3
For your chance to win a $50 book voucher, identify the four
transformations, decode each of the quotes and email your
solution to: inthemargin@actuaries.asn.au.

Tower Heist (Actuaries 198
Solution)
The solution to the skyscraper puzzle given in Actuaries 198 is:
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14 correct answers were submitted. The winner of this month’s
prize, selected randomly from among the correct entries, was
Michael Eabry
Eabry, who will receive a $50 book voucher.
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A Defining Moment
By Peter Martin () and Stephanie Quine (stephanie.quine@actuaries.asn.au)

With nominations closing for
2015 Actuary of the Year, the
important contribution of
Peter Martin (2014 Actuary of
the Year) and his journey to
the control rooms of
Australian public policy is
worth remembering.
From teaching school kids to reviewing NDIS and military
compensation scheme costings, Peter’s impassioned speech
traced his path into a profession he formerly knew nothing
about.

Peter Martin accepted the award at the GI Seminar Gala Dinner
in Sydney.
“Sometimes, just a few particular moments in time can, in effect,
define a whole life,” Peter said.
The first moment came at 30 years of age, when Peter was
introduced to actuary Cathy Nance who encouraged him to try
the Part I exams (then called Part A exams).
“I didn’t know what an actuary was or what they did. I guess I’d
heard that, perhaps, they tended to be a little bit bookish!” Peter
said.
He entertained the idea of entering the actuarial world as he
studied for and completed the exams.
Brisbane was experiencing a recession and actuarial jobs were
hard to come by at that time so his career-change momentum
slowed and he continued in the classroom.
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Eight months later, however, a letter arrived in the mail from a
former family acquaintance. In it was a newspaper clipping
advertising a position in the Government Actuary’s office in
Canberra.
“By virtue of that one random letter I ended up moving to
Canberra…and there I met Donald Duval,” said Peter, describing
the Government Actuary during the early to mid-1990s as a
great mentor with “massive intellect”.
“ When, one day, Prime Minister Howard
Howard… ut
uttered
tered the words
‘incurred but not reported’
reported’…we
we kind of felt we’d made it
it”” – Peter
Martin
Up until that time, the Government Actuary’s Office was
primarily working on superannuation. Peter’s appointment
occurred soon after the move of the office from APRA to
Treasury.
Then, in 1995, Peter was asked to look at why the costs of the
military compensation scheme had doubled in the space of a
couple of years.
“Donald wisely engaged the help of David Minty and Geoff Atkins
to guide us in the way of general insurance actuarial thinking
and approaches [and] with that, the Government Actuary’s office
was on its way in the world of general insurance,” said Peter.
Over the subsequent years, he demonstrated to Government the
value of actuarial advice in a policy‑setting context.
The HIH collapse, September 11, and then the collapse of UMP
and the difficulties in the medical indemnity industry meant a
steep learning curve for both Government and its Actuary’s
office.
“But learn they (and we) did,” said Peter, “in one sense, we hit
the high-water mark when, one day, Prime Minister Howard, in
answer to a question time question, uttered the words ‘Incurred
but not Reported’. We kind of felt we’d made it.”
“ The importance of actuarial valuation and control cycle
techniques in ensuring the long-term sustainability of the
scheme cannot be overstated” – Peter Martin
More recently, in 2012, Peter led a review of the costing
undertaken by the Productivity Commission in relation to the
National Disability Insurance Scheme (NDIS). He then provided
influential advice on enshrining the roles of scheme actuary and
reviewing actuary in the governing legislation.
The guiding philosophy for the NDIS differs fundamentally from
the approach which has been taken to funding disability support
services by Governments in the past. The importance of
actuarial valuation and control cycle techniques in ensuring the
long term sustainability of the scheme cannot be overstated.

“Peter has played a key role in enhancing the stature of the
actuarial profession within Government
Government”” Daniel Smith
Peter’s input, and his membership of the Sustainability
Committee for the NDIS, helped inject these concepts into
discussions around the design of the scheme and maintain that
focus going forward.
It is a measure of his influence, and the respect in which Peter is
held that, in the period since his appointment, the Australian
Government Actuary has been assigned a legislative role in
areas as diverse as medical indemnity, family law and visa
charging arrangements.

Peter dedicated his Actuary of the Year award to all public sector
actuaries, especially the team in Canberra, including his
colleague of 20 years, Susan Antcliff.
“At the risk of sounding biased, I think the contribution they
make to the public policy discourse is disproportionate to their
small size,” he said.
As well as playing a key role in enhancing the stature of the
actuarial profession within government, Peter has actively
contributed to actuarial education by participating in the
Commercial Actuarial Practice course and guest lectures at the
Australian National University.
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Academia is not the “real” world
By Adam Butt (adam.butt@anu.edu.au)
This month’s guest editorial comes from Adam Butt, Senior
Lecturer in Actuarial Studies and Statistics at ANU.
I’ve been in academia now for over 10 years. Before that I spent
around seven years (some as an intern whilst I was studying at
Macquarie University) at a pension/superannuation consulting
firm. I was lucky enough in 2005 to score a lecturing job at
Australian National University (ANU) without any research
background whatsoever (I did my PhD part-time alongside my
teaching commitments).
“The main reason academia is not the “real” world is the level of
control I have over my work.”
Despite my relative lack of corporate experience, I know enough
to know that academia is not the ‘real’ world. Although I can
hear the howls of “traitor” from my academic brothers and
sisters, I’m going to plough on and explain why.
The main reason academia is not the “real” world is the level of
control I have over my work. Sure I get told what courses to
teach (although the course I am teaching this semester is one I
designed myself from scratch), and I have a “Performance and
Development Review” once a year, but by and large I decide
what I want to do in a typical day. If I want to make a minor
adjustment to the course I teach – then I go ahead and do it. If I
want to change the area in which I research, then I am free to do
so. If I want to apply for funding to teach a Massive Open Online
Course (MOOC), then I am free to do so. For any of these things I
am required to obtain no or minimal material from my Head of
School.
This freedom creates some interesting dynamics. How busy I am
is completely dependent on how often I say yes or no to the
many opportunities that I come across. Many academics are
incredibly busy people; they say yes to most or all of these
opportunities and are rewarded with fast promotion (both in
title and financially). I myself try to take a pragmatic view and
am comfortable saying no when necessary. I have a young
family and value that even more than my job at ANU. There are
not many corporate jobs where you can regularly say no to your
colleagues and superiors without negative consequences.
“innovation can be as much a danger as an opportunity in
industry…”

Does this freedom come with risks attached? Sure, if I make
poor decisions then I might not get promoted and there is even
a small chance I might lose my job.
All of this sounds like it is too good to be true. And perhaps it is.
But I would also argue that it is necessary to produce innovative
and world-changing research. Innovative research can take
years or even decades to bear fruit, and it is often uncertain at
the start of a project if the research goal will even be possible.
An environment of safety with regards to the implications of
failed research is necessary for this innovation to be attempted.
Otherwise we would all be simply making incremental and
unnecessary adjustments to what has already been done.
I hear regularly about the “disconnect” between academia and
research, and sure there is actuarial research out there that I
think has no connection at all with industry. But even where
connection is deliberately sought (for example through ARC
Linkage Grants), there are often challenges in managing the
short-term goals and timeframes that industry often focuses on.
In addition, innovation can be as much a danger as an
opportunity in industry, which I think is a factor that leads to the
very slow introduction of, for example, dynamic investment
products such as lifestyle strategies in pension/superannuation
funds – in this area academia is miles ahead of industry,
although still wrestling with implementable research.
Is there a moral to this story? I’m not sure. In any case I feel very
blessed to be in a job that I love!

This is an edited version of a blog post from 8 July.
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Half Time Reflections on an Actuary's
Contribution
By Kitty Leung ()
After 30 years as an actuary, IAG’s former Chief Actuary and
current Executive General Manager of Risk and Performance in
the Personal Insurance division, Tim Clark, talks about what he’s
learned at the Actuaries Institute Leadership Forum. Kitty Leung
reports.

Actuaries know everything
Early on in his career, Tim, like many other young actuaries
probably, thought he knew a lot about everything. After all,
actuaries tend to be quite bright and inquisitive individuals with
an educational background that provides a great theoretical
basis and breadth of knowledge. They understand the system
and how everything fits together very well. Tim used his broad
understanding and applied assumptions in fancy models to
come up with IBNRs which he presented to the business. He will
never forget what the underwriter dubbed his analysis –
“Interesting But Not Relevant”.
“Tim had done something that many actuaries often do quite
naturally when asked to perform a piece of work; dive straight
into the data and analysis.”
You see, Tim had conducted his analysis independently and had
not thought to involve key stakeholders as part of the process
which meant that he didn’t have their buy in. His advice was not
trusted nor relied upon which threatened to limit the
contribution that he could provide to the business.
Tim had done something that many actuaries often do quite
naturally when asked to perform a piece of work; dive straight
into the data and analysis.

Tim Clark (far right) chaired Plenary One of the Institute’s One
Day General Insurance Seminar in June.

But others know a lot as well
The underwriter has a much better understanding of the policies
as he is the one out there talking to the clients and asking about
their business operations. An actuary needs to tap into this
knowledge. Looking at just the data and statistics is not enough
as changes in experience will only become apparent much later.
‘Soft’ information can be equally as important and provide a
better lead indicator.
“How can you tell if the housing market is going up or down? You
could collect data on sold house prices and perform some
modelling. Or, you could just observe how the real estate agent
treats you.”
Tim used real estate as an example to illustrate this. He posed
the question “how can you tell if the housing market is going up
or down?” You could collect data on sold house prices and
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perform some modelling. Or, you could just observe how the
real estate agent treats you. If he has no time for you, then
houses are selling well and prices are going up; if he is willing to
bend over backwards and organise private inspections including
chauffeur service, then prices are going down!
Actuaries should always challenge their own assumptions to
understand the business better. Talking to others often yields
answers to questions you didn’t originally ask but were probably
what you should have been asking for all along.

Some actuaries know some
things
Other actuaries are another good source of knowledge, and
networking is an important part of this. Tim recommended
being smart about networking, making a plan so that you can get
what you need out of it. A good chance to learn from others is
by getting involved in projects where there are a lot of different
people who you can learn from. Finding out more about how
other people think can also help you become more aware of
your own unconscious biases so that you can better understand
them and reflect on how it might impact on your work.
“It’s clear that you cannot be an expert on all things and that you
will have to rely on, and trust others, where your knowledge is
lacking.”

If others know lots and I know
some things, what don’t I
know?
This is the logical question that follows once you become more
aware of the limitations of your own knowledge. It’s clear that
you cannot be an expert on all things and that you will have to
rely on, and trust others, where your knowledge is lacking. But
of course you shouldn’t just trust everything that you are told –
instead, you need to apply a credibility lens to it.
As an example, if an underwriter tells you that the loss ratio this
year will be x% for a long tail portfolio then this should have
zero credibility. Instead, if he told you that they are pricing to a
loss ratio of x% but that it could be this plus or minus y% then
they start to become more credible. If the underwriter can tell
you all about the large claim that happened last week and the
lessons they’ve learnt from it but that he’s worried about other
claim types that might come into the portfolio then this shows
they are able to link things together in a bigger system context
rather than just giving you the answers that they think you want
to hear.
Get curious
Tim encouraged us all to show curiosity in subjects and matters
outside of our own work and expertise as it can open up many
opportunities. Tim was attending a global risk management
conference where he actively participated in the conversations
despite this not being his background. This impressed the CRO
who then promoted Tim from Hong Kong to Zurich to be the
head of Operational Risk.

Be open to feedback
Constructive criticism is a good way to better understand your
shortcomings and change. Tim advised creating as many
opportunities for people to provide you with feedback and

asking them open questions as this may provide you with a
response you did not expect.
“At first he hated it and wanted to quit but with the help of a
supportive manager, he shifted his thinking and understood that
he needed to rely on others to know the details…”

Learn from every interaction
Tim believes you can always learn something from everyone and
every conversation. He talked about how an interaction with his
young son helped him better understand human behaviour. Tim
had caught his son playing a seven-day poker tournament game
on his father’s phone and his first course of action was to
confirm that the boy wasn’t betting with real money. Once that
was established, Tim was curious about why his son was so
frustrated – the boy said that he would do well in the first few
days, but then he would always lose. It turned out that whenever
Tim’s son was dealt a good hand he would bet unlimited leading
to small winnings early on. But inevitably as the tournament
went on, someone with a better hand would come along and he
would be wiped out.
This to Tim illustrated a common behaviour he observed in the
workplace. People tend to respond to small positive
reinforcements which cloud the potentially large downside risk.
In an insurance context, people often think that a policy that has
been performing well and making money historically will
continue to do so. But this could easily change if the client has a
large claim or two. However, this tends to be forgotten and they
are offered a low price.
“Tim felt scared and inadequate when he first took on the role of
Group Operational Risk Manager as it took him out of his
comfort zone…”
It is even more difficult for people to comprehend and think
about risks that they have never experienced before (for
example, insurance cycles can often be decades long and many
people have not even been working for that long a time). Tim
spoke about a presentation he gave at an underwriting
conference where he tried to bring across the importance of
thinking about risk beyond the everyday and what you already
know by talking about the Titanic. The tragic accident that
occurred was beyond anything that anyone had expected:
• Icebergs were never found as far south as that one was.
• The ship had been built to withstand four panels being
breached but alas five were.
• Hitting the iceberg head on would have caused less damage
than scraping open the entire side of the ship but these
scenarios had never been discussed and the captain did what
he thought was best.

Life is not linear
Tim reflected that his career has always been about where he
can continue to make a contribution and learn. As such, he has
never liked planning out a five-year goal for himself – Tim
believes that life is not linear and opportunities do not just come
one after another providing you with a step up the career ladder
each time. Instead, expect bumps along the way and times when
you are unsure about what your next step should be. One needs
to develop resilience in spite of challenges and remember that
you can always learn something from your mistakes.
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Take opportunities
As there is no clear straight path, grab onto opportunities if they
come to you and take a risk. Sometimes it might seem like this
could be a step back in your career but it may end up opening
other paths instead. Tim felt scared and inadequate when he
first took on the role of Group Operational Risk Manager as it
took him out of his comfort zone and he was no longer at the
top of the information ladder. At first he hated it and wanted to
quit but with the help of a supportive manager, he shifted his
thinking and understood that he needed to rely on others to
know the details and let him know the important things so that
he could do his job well.

Ensure it reconciles
Tim’s last point was about being satisfied and happy that your
opinion and advice is sound. While you need to rely on others as
part of your work, you still need to ensure that it makes sense. If
you can tell the story behind your opinion, then you understand
the underlying issues well and you can stand behind what you’re
saying to each respective stakeholder. This will also increase the
power behind your words and your credibility when you present
your results.
Tim’s reflections were well received by the audience with a Q
and A following his presentation. One of the questions asked
was whether Tim thinks about what other paths he may have
closed off by making the decisions that he has. Tim replied that
there is no point in having regrets. He is happy as long as he is
still able to learn and contribute, and if you are not enjoying
your job then you should go out and change it. However, he did
muse that he would have loved to have been a professional
footballer.
The full presentation and audio recording of the session is
available on the Actuaries Institute site.
Photogr
Photograph
aph credit: Insur
Insurance
ance Council of Austr
Australia
alia

Actuaries Magazine

On the Pleasures and Benefits of Collaborating
with Other Professions
By Dr Anthony Lowe (anthony@anthonylowe.com.au)
Dr Anthony Lowe, Chief Executive of Prostate Cancer Foundation
of Australia, reflects on collaborating with people from diverse
professional backgrounds and the benefits of doing so.
I am often asked why an actuary would become Chief Executive
of Prostate Cancer Foundation of Australia (PCFA) and, in
particular, whether I still use my actuarial skills in my job. It’s
not just actuarial colleagues who ask – the last person who
asked me was a medical oncologist!
The answer is, yes, I certainly do use my actuarial skills every
day in my work. Most obviously, like every non-profit
organisation, PCFA is also a business (running on a very tight
margin) and the actuarial training provides us with a solid
grounding in business skills. In my job that includes how to
keep a very close eye on management financials; think about
how the economic environment may affect future fundraising
and partnerships; keep abreast of the effect of tax and
regulatory changes; and ensure we reserve properly for multiyear research grants. These are all skills I learned as a
superannuation actuary and it’s professionally very fulfilling to
be able to apply them in a broader environment for the benefit
of the cause. I would certainly encourage any actuary with an
interest to become involved with community organisations like
their local school or college, either on a board or as a volunteer,
as we have a lot to offer and it’s very rewarding.
Perhaps more importantly for me, PCFA has many medical
research activities involving multi-disciplinary teams of
professionals. In my role I collaborate with people from a broad
range of disciplines including health economists,
epidemiologists, surgeons and psychologists, and they all bring
their particular perspectives to our work. All actuaries, of
course, interact with a wide variety of other professionals. In my
case it’s mainly health professionals, but for many it will be
accountants, risk management specialists, lawyers and others.
Much of modern evidence-based medicine is founded on skills
and techniques which are core to the actuarial training, such as
statistical analysis; calculation of cost effectiveness; discounting
of future costs and benefits; and estimation of life expectancy.

By way of example, three recent projects PCFA has been
involved in include:
• Estimation of life expectancy of men with multiple medical
conditions needed for the development of a clinical guideline
on prostate cancer testing. This project is co-funded by
Actuaries Institute and PCFA and involves a team of
epidemiologists at ANU and Karolinska Institute and Leonie
Tickle at Macquarie University
• Statistical analyses including chi-square analyses and
hierarchical multiple regressions to describe the predictors of
medical help-seeking for sexual dysfunction in prostate
cancer survivors working with psychologists at Menzies
Health Institute Queensland and Cancer Council Queensland
• Building a Markov health state transition model of the cost to
the Australian community of prostate cancer diagnosis and
treatment working with health economists at Griffith
University.
It is gratifying, instructive and humbling to collaborate with
colleagues from diverse professional backgrounds. One thing I
have learned is not to assume that actuaries have a monopoly
on what we think of as our core professional skills. For example,
somewhat unexpectedly to me, the psychologists I work with
have very strong statistical skills; the epidemiologists know a
great deal about mortality tables; and the health economists
well understand the need to discount future costs. I’ve also
gained a greater appreciation of the applicability of actuarial
skills outside the financial services industry where I spent the
first 20 years of my career.
It is equally interesting to observe how different professional
training leads our collaborators to approach a problem in a
particular way which may be very different from the way
actuaries would typically approach it. This even extends to tools:
the health economists automatically assumed they would build
the Markov health state transition model in TreeAge Pro – like a
true actuary I would have used Excel! There’s no right or wrong
answer, just the different insights, accepted conventions and
approaches of each profession.
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As actuaries we have strong mathematical and analytical skills
that are increasingly rare in today’s Australia and which, if used
broadly, can enable us to take a leadership role working in multidisciplinary teams. The great pleasures of collaborating with
professionals from diverse backgrounds are the richness it
brings to working life; the opportunity to learn new skills; and
seeing familiar actuarial skills through a different lens. I would
like to think it also makes me a better actuary and a better
ambassador for our profession.
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Compulsory Health Insurance - Should
government still be the health insurer of first
resort?
By Jamie Reid (jamie.reid@finity.com.au), Matthew Crane (matthew.crane@finity.com.au), Kris McCullough
(kris.mccullough@finity.com.au) and Collin Wang (Collin.wang@finity.com.au)
Funding healthcare costs governments more and more each
year. As our population’s wealth and life expectancy continue to
improve, this doesn’t look like slowing down any time soon. Even
so, private health insurers in Australia are currently prevented
from directly funding key primary care services. Could and
should insurers be given more of a role in the funding of
primary care?

enable insurers to make more efficient risk management and
pricing decisions.

Primary care is the initial contact between a patient and the
health care system. Key primary care services that health
insurers are currently prevented from funding include all GP
services and medical specialist services outside hospitals. The
National Commission of Audit (NCoA) considered this problem
and concluded that “governments should not act as the insurer
of first resort. Governments should help families and individuals
manage risk on their own behalf.” As a result the NCoA
recommended:

Current insurer activities in
primary care

• health funds be allowed to expand into more areas of
primary care; and
• the purchase of private health insurance be a mandatory
replacement for Medicare for high-income earners, as well as
a number of other deregulatory measures aimed at
improving efficiency.

Efficiency
When considering healthcare funding efficiency is what it all
comes down to in the end. A mere shift of funding from public
to private (individuals or insurers) is no better for society as a
whole. But health insurers are incentivised to improve the
efficiency of the system – healthier members mean lower claims
costs and a better brand perception. Expansion into primary
care could provide the catalyst for health insurers to deliver
these efficiencies – for the first time, information would be
available about the primary health services accessed by its
membership which, along with pricing deregulation, should

This is why the NCoA said health insurers should be allowed to
become “genuine health care partners that support their
members to navigate the health system and assist them to
better manage chronic conditions.”

Although direct funding is not allowed, most of the large health
insurers partake in indirect funding of primary care activities.
Examples include:
• Medibank’s ‘GP Access’ trial in Queensland, which offered its
members bulk-billed GP visits, guaranteed same-day
appointments and after-hours access to GP home visits.
• Bupa’s arrangement with Healthscope GPs, which also offers
bulk-billed GP visits and other discounts.
• HCF’s collaboration with the National Home Doctor Service to
provide an after-hours, bulk-billed GP service.
• A Bupa-branded GP clinic in the Sydney CBD.
• Medibank and others collaborating with state governments to
reduce hospital admissions through improved monitoring
and preventative care for patients with chronic diseases.
We’ve investigated the viability of two scenarios, applicable to
different income thresholds, at either end of the primary care
spectrum:
1. GP only – the most high-profile health reform proposal in
recent years was the GP co-payment, and GPs have been the
main focus of private health insurers’ primary care initiatives.
Under this scenario, the government is no longer the insurer
of first resort for any GP costs.
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2. All primary care – the government is no longer the insurer of
first resort for any primary care costs.

GP only
We estimate that the government currently pays around $4.8
billion per year through Medicare rebates for GP services.
However, transferring that full amount to the private sector
would almost certainly be a ‘no-go’ policy zone for the
government. Many of these services would be for people on low
incomes who may struggle to afford insurance premiums or outof-pocket costs.
In order to be more palatable from a fairness perspective,
Medicare rebates on GP services could be removed only above a
$60,000 income threshold (or the government purchases
insurance for those earning less). However, driven in part by the
number (and cost) of GP services for children and retirees, this
reduces the potential government savings to a relatively modest
$780 million – hardly enough to warrant such a significant
change to the health system.

All primary care

find reform options that tick all the boxes and, perhaps
unsurprisingly, didn’t find the magic bullet.
Across a number of spending areas, government has removed
or reduced the level of support provided to those with higher
than average incomes. For example, high income earners no
longer receive health insurance premium rebates, certain family
tax credits or the baby bonus. There are suggestions that high
income earners may also lose other benefits, for example, with
regard to superannuation. Some of these changes have resulted
in fairly small savings for the Federal budget. Set against this
background, it appears likely government won’t always be the
insurer of first resort for primary care benefits.
However, our analysis suggests that there doesn’t seem to be
much to gain from simply shifting GP rebates from government
to private health insurance. But if only a small proportion of the
population was required to obtain private health insurance for
all primary care costs, this could have a meaningful impact on
the private health insurance industry. As such, it could be an
effective ‘pilot scheme’ for more significant health reform at a
later date.
You can find the full paper on primary health care and other
health insurance research at finity.com.au
Read paper

The table below shows our estimates of the government’s
overall annual contribution towards primary care costs for
people above various income thresholds:
Threshold Government primary care cost

Threshold

Government primary care
cost

No threshold

$21.2 billion

$60,000 p.a.

$3.3 billion

$80,000 p.a.

$1.9 billion

$100,000 p.a.

$1.1 billion

This scenario results in significantly more dollars being
transferred than the GP only scenario. The flip side is that it also
faces more controversial fairness issues. Even so, it is possible
that implementing such a change on people earning more than
$80,000 or $100,000 a year could be perceived as being fair
(although opponents would be concerned about the creation of
a two-tier system). And the $1 billion to $2 billion savings to the
government at these thresholds would certainly be meaningful
enough for further consideration by policy makers.
Even if private insurance wasn’t compulsory, it’s likely that many
higher-income earners would still purchase it, given the range of
risks covered and the potential costs of self-insurance. As such,
it would mean 5% to 10% additional revenue for the private
health insurance industry. This may well be a large enough sum
to entice insurers to invest in developing efficiencies in the
pursuit of additional growth.

Conclusion
Health reform requires financially meaningful changes which
both increase efficiency and are regarded as fair. We tried to
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Career Insights with Dr Michael Goodwin
By Kelvin Chan (kelvin.hy.chan@gmail.com)
Kelvin Chan reports on an insightful Y
Young
oung Actuaries Progr
Program
am
(Y
(YAP)
AP) visit to Hong Kong.
We all have different backgrounds and bring our unique set of
skills and perspective to our actuarial careers. So how does a
veterinary surgeon transition into being a highly sought after
actuarial advisor in Asia?

of 20 years in general insurance, he has gathered experience
from working in different parts of the organisation and across
Asia to understand the business thoroughly from end to end.
His experience in Asia makes him a valuable advisor to
insurance companies looking to expand in the region. With Asia
offering over 50 countries, 100 languages and economies at
various stages of development there is tremendous scope for
actuaries to add value. However, it pays to have a reality check
and be flexible. With such a culturally diverse region, is it
surprising that relationships and customs play such a big part in
doing business?
“…being inquisitive and appreciating that learning never ends is
the best way to reach your potential…”
Communication and working with diverse teams is critical and
so is getting qualified regardless of where our future interests
may lie, as this is a passport to the “best job in the world”
(CareerCast 2015). As an example, though Mike’s path has
moved away from veterinary surgery, he retains a keen interest
and even compares the problem-solving process to issues found
in the actuarial field.
We finished off the evening with a lively discussion covering
topics ranging from veterinary science versus actuarial science,
what students should focus on in Asia to the challenges of
working with and managing expectations of the Board.
As a student, and throughout your professional lives, being
inquisitive and appreciating that learning never ends is the best
way to reach your potential whether you choose to pursue your
career in Asia or in Australia.

Dr Mike Goodwin discussed his work history and the importance
of actuaries in business
It was a pleasure to have Dr Michael (Mike) Goodwin, previously
CEO Asia Pacific for QBE Insurance International Ltd, share his
insights with us in Hong Kong on 11 June 2015. Over the course

Dr Goodwin will present again in Kuala Lumpur on 2
September 2015 as part of the Young Actuaries Program. Find
out more here.
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7 Tips to Ace Actuarial Studies
By Kirsten Flynn ()

Actuaries Digital Editor Kirsten Flynn asks five newly qualified
actuaries for their best study tip and gives two of her own, to
help you whiz your next actuarial exam.

Make lists of the points you need to consider, or the steps you
need to take, when you get asked questions on a particular
topic.

Passing Actuarial exams isn’t easy! It requires hard work,
perseverance and sacrifice. It might mean falling behind on
Game of Thrones (and begging your friends not to spoil it for
you), staying home to study while your friends are at the beach
(at least pale is in this season), or pulling all-nighters at work so
you can get that study day (who needs sleep anyway). But before
you think about throwing the towel in (you can do it!), take a
look these tips from newly qualified Fellows on how to succeed
in your Actuarial exams!

When you’re under pressure in the exam, it’s easy to forget the
simple stuff (like that a

1. Make a list (and check it
twice) – Kirsten Flynn

question on assets most likely requires you to comment on the
liabilities as well)!

2. Start with the easy question
– Justin Si

In the exam, do what’s ‘easy’ first. When the exam begins, read
all the questions and make an assessment of which questions
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you think you can answer most confidently and start there. By
getting pen to paper sooner, you can break through my exam
nerves and get the boost you need to continue on. Throughout
the exam, move on quickly when you get stuck and complete the
questions you’re more certain about. This leaves the remaining
time to think about the more perplexing questions with less
pressure, as you’ve already answered everything else to the best
of your ability!

4. Sacrifice (in moderation) –
Chenthuran Suthersan

3. Study smart = efficiency –
Gautham Suresh

Be prepared to sacrifice (which may mean not seeing your
friends or family for an extended length of time). Having said
that, make sure you take breaks, because you will burn out
without rest. Working full time and spending your weekends
studying is draining. Remember Actuarial exams are a marathon
not a sprint!

Given the nature of the study material (both density and depth
of understanding required) and the manner in which exam
questions are delivered, studying efficiently becomes key.
Achieving this means identifying the areas that you are less
comfortable with and becoming more comfortable by looking at
past exams, case studies, examples, etc. specific to these areas.
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5. Become the teacher –
Michael Zhou

Read beyond the course material, particularly in the areas you
don’t have experience. For my life exams, I didn’t have any
reporting experience (I’d only done pricing work), so I read
financial statements, the financial condition report of my
company, APRA publications and more. To help me get up to
speed on general insurance valuation techniques (when I
decided to take the general insurance exam without ever having
worked in general insurance), I looked at product disclosure
statements, course material from overseas institutes and my old
university notes!

7. Get into a routine – Viola
Chan

Understand the material with an aim to teach. It’s not enough
that you understand a past exam solution and can replicate it,
you must also be able to apply concepts from the material to
new (unseen) exam questions. If you are not able to articulate or
teach a peer the material, then you have more work to do.

6. Read Widely – Kirsten
Flynn

I found the most difficult part of studying was getting started!
Establish a regular routine, to help condition you to go into
“study mode”. This could be starting studying at a regular time,
listening to a study playlist or making a study snack to get you in
the mood. For me, I put on a Pandora radio station (so I don’t
have the distraction of fiddling about with the playlist) and set
out some chips.
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Sisters Are Doin’ It For Themselves…
By Estelle Pearson ()
President Estelle Pearson looks behind the numbers to kickstart
conversation on gender diversity in the actuarial profession.

notable exception of investment and funds management, where
less than 20% of members are female.

One of the objectives that I set myself at the start of the year
was to do something to encourage our female members to be
ambitious about their careers. Why, you may ask? What do the
Institute’s own statistics on gender diversity show? Well here is
how we look.

Looking at membership by age, there is a distinct change in the
shape of our gender diversity over time.
All members
Age

Female

Male

Banking

31%

69%

Data Analytics

35%

65%

Education

30%

70%

General Insurance

36%

64%

Health Insurance

38%

62%

Investment & Funds
Management

17%

83%

Life Insurance

35%

65%

Reinsurance

31%

69%

Risk Management

37%

63%

Superannuation

32%

68%

All Other

31%

69%

Total

33%

67%

Around a third of our 4,300 members are women, and this is
pretty consistent across the various practice areas – with the

Fellow

Associate

Student

Female Male Female Male Female Male Female Male

20-35

40%

60%

33%

67%

45%

55%

41%

59%

36-50

30%

70%

27%

73%

37%

62%

40%

60%

51+

11%

89%

10%

90%

17%

83%

0%

100%

Total

33%

67%

25%

75%

40%

60%

41%

59%

While women were only 10% or less of members 30 years ago
(inferred from the proportion of female members over 50), they
represent 40% of members currently under 35. I was however a
little surprised to see that, even in this younger age bracket, only
one-third of Fellows are women – suggesting either that our
female members are taking longer to reach the Fellowship
qualification, or are more likely to choose to stop at Associate
level.
In terms of leadership positions at the Institute, women
currently make up –
•
•
•
•

33% of Council members.
25% of the membership of Practice and Council Committees.
29% of the Convenors of Practice and Council Committees.
57% of Young Actuaries Program Organising Committees.

Our own statistics on diversity do not appear too shabby,
although we still slip below the 30% ‘critical mass’ figure in some
cases (this is the level at which diversity becomes more
effective). However we work in industries where there remains a
wide disparity between the sexes in terms of executive positions
and pay; for example, I counted only three APRA authorised
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general insurance companies with a female CEO. And this is
despite research that now concludes that having more women in
senior roles is positively correlated to better company
performance. Most large and even medium-sized organisations
have established diversity committees, and some companies
have set targets for female representation within the executive
ranks. The Australian Institute of Company Directors launched a
major initiative this year asking boards to ensure that 30% of
their directors are female and urging the S&P/ASX200
companies to achieve this target by the end of 2018. So with an
article in the press at least once a week on gender diversity, this
seemed like an opportune time to do something within the
actuarial profession aimed at our female members.
Following a discussion with the other women on Council – Jenny
Lyon, Hoa Bui and Lisa Simpson – together with Institute Deputy
CEO Elayne Grace, we decided to start with a couple of ‘Actuarial
Women’s Forums’ in Melbourne and Sydney in June. We were
fortunate to have the support of a number of female actuaries in
influential roles agreeing to participate, and both the Sydney
and Melbourne events sold out. Thanks to Angela Tong for her
report on the Sydney event, which appeared recently in
Actuaries Digital. Looking at the feedback on the events I took
two key messages. First, there was almost universal demand for
more events of this nature. Second, this should be the start of a
conversation across our profession on diversity more generally.
The two women’s forums were an opportunity to bring together
members from across our various practice areas which, given
the ever increasing level of specialisation within the profession,
happens much less often than in the past. I was part of two
other important cross-practice events in May – the Insights
session on the Role of the Appointed Actuary held in Sydney,
and the Actuaries Summit held in Melbourne. As well as over
450 of our own members, the Summit drew Presidents or their
representatives from six international actuarial associations. For
those working outside the life and superannuation sectors I
think that it is too easy to dismiss the Summit as not being
‘relevant’. As someone who has spent almost their whole career
in the general insurance sector, I got a lot out of the plenary
sessions (the economy, geopolitical risk and effective public
policy to name a few of the topics covered) as well as the
concurrent sessions I attended (the sustainability of hospital
cover in health insurance, the early days of the National
Disability Insurance Scheme, digital disruption, child protection
and retail analytics). We can always do better of course; I know
that David Bell has some views on the low level of
representation of female plenary speakers and I have some
ideas on broadening the content of the program even further,
however I think that we start from a very positive place and the
organisers of the Summit deserve our thanks and praise.
The Insights session on the Appointed Actuary (AA) role drew an
audience of 160 across life, general and health insurance
highlighting the importance of the AA role to the profession.
While there has been a regulated role for actuaries in the life
industry since the 1940s, the role is much more recent in
general insurance (2002 in the wake of the HIH collapse) and
health insurance (2004). The session followed from the work of
the Life AA Taskforce, and at the urging of APRA who are
undertaking a holistic review of the AA role across life and
general insurance this year (and assumed the regulation of
health insurers from 1 July). The session was a perfect
opportunity for the profession to engage with APRA and to
debate what the role of the AA was, is and should be. We will be
setting up a discussion forum shortly to allow the profession to
continue this conversation, and we will draw on this to provide
input to APRA’s wider review of the AA role.
If you have any comments or questions on this article, my recent
report to members on the June Council meeting or any other

Institute matters, please don’t hesitate to contact me at
estelle.pearson@actuaries.asn.au
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MRA signed with Canadian Institute
By Actuaries Institute (Actuariesmag@actuaries.asn.au)

A new agreement between the Actuaries Institute Austr
Australia
alia and
the Canadian Institute of Actuaries has paved the way for
greater career opportunities in the profession.

The Mutual Recognition Agreement (MRA) allows, for the first
time, for mutual recognition of Associates as well as Fellows.
“I am pleased to have taken part in this momentous signing and
hope the membership will greatly benefit,” said Estelle Pearson,
2015 Actuaries Institute Australia President.
The agreement stipulates the conditions upon which a member
of the Canadian Institute will be admitted to the Australian
Institute and vice versa.
This is the first of the Australian Institute’s continued efforts to
include Associates in all future MRAs in order to provide a
greater breadth of potential career opportunities overseas.
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Airborne – a view of data analytics in Australasia
By Hugh Miller ()

Taylor Fry actuary Hugh Miller on the exploding demand for
actuaries in data analytics.
In April this year, Qantas Loyalty, a subsidiary of the airline, took
a 51% stake in Taylor Fry, a general insurance actuarial
consultancy founded in 1999.

The challenge varies across insurance classes. For instance,
injury management schemes such as workers’ compensation
schemes have huge heterogeneity in injury types and recovery
pathways. Better understanding these pathways via analytics
allows optimisation of support offered to claimants, leading to a
win for both scheme funders and injured customers.

This came as something of a surprise to many traditional
actuarial clients, including insurers and injury management
schemes. However, it follows a growing trend with Woolworths,
the supermarket giant, taking a 50% stake in Quantium in May
2013.

Insurance represented much of the early analytics work at Taylor
Fry. Although the core functions of pricing, reserving, claims
management have remained the same over time, our actuarial
work has also been shaped by technological change and
advancements in statistical modelling.

Insur
Insurance
ance analytics

Government and welfare

Insurance is an industry with remarkable complexity; pricing is
often opaque to the consumer and these days is often tailored
to the individual characteristics of customers. Online quotes
have intensified competition.

Many governments have now recognised the power of data and
analytics for maximising the effectiveness of finite fiscal
resources. Taylor Fry provides an annual actuarial valuation of
the New Zealand welfare system, estimating benefit payments
that clients are expected to receive over their working age
lifetimes. By monitoring how this cost is changing, the effect of
policy and operational changes can be measured, enabling
better management.

There has been huge growth in the amount of data available
(geographic, meteorological, demographic, telemetric,
competitor as well as the traditional claims history) to
understand insurance risk and demand.
“The complexity of things – the things within things – just seems
to be endless. I mean nothing is easy, nothing is simple.” Alice
Munro
Increasingly, actuaries have brought their skills to deconstruct
this complexity, driving growths in profits and market share
through the use of sophisticated pricing models and price
elasticity models.
However, models that overfit to spurious trends or ignore the
bigger strategic picture can lead to poor results. Without the
guiding hand of an experienced and skilled actuary, this can lead
to a winner’s curse, rather than a winner’s boon.

Actuarial skills used in identifying high-risk segments (such as
claimants likely to have long return-to-work durations in injury
management schemes) can be adapted to target social welfare
claimants that are also likely to take a long time to return-towork. Targeted investments can be developed to improve
employment outcomes and thus reduce lifetime cost – giving an
improved outcome for both the claimant and the government.
“We should measure welfare’s success by how many people
leave welfare, not by how many are added.” Ronald Reagan
This framework allows governments to measure their return on
investment in interventions, thereby demonstrating value for
taxpayer money.
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Our models for the NZ government build in a large variety of risk
factors including region, education and age to show how
people’s circumstances affect their pathways through the
welfare system. Over the past three years the government has
reduced lifetime welfare costs by over 10%, even after allowance
for favourable economic performance. Disciplined measurement
and implementation has made this investment approach to
welfare a powerful demonstration of effective government
analytics. Other countries are watching closely, with Australia
recently announcing an investment approach to welfare that
uses annual actuarial valuations.
Another notable feature of our work is that it is one of our first
supercomputing jobs; calculations are spread across a bank of
computers and our projections quickly create terabytes of
information.
There are many other government activities where increasingly
actuaries have been applying data analytics. There is huge
potential for actuaries to add value in government sectors such
as fraud and compliance, health, justice, housing and education.
Loyalty solutions and airlines
With a new majority shareholder, airline analytics will continue
to be a core part of our work. Most of our work is in the loyalty
division; Qantas, like many airlines, has a large and profitable
frequent flyer program. Taylor Fry’s Analytics services assists
Qantas in leverage this program in a number of ways.
We assist Qantas to increase engagement in the frequent flyer
program through targeted communication and offers. Analytics
can maximise the useful information given to customers while
minimising ineffective communication, leading to better
engagement and increased sales. As actuaries, we have been
applying our skills in predicting insurance customer behaviour
for many years, and we have transferred those skills to predict
the response of customers to marketing communications.

While every analytics project is different, there are a number of
recurring themes in our analytics work:
• Ensuring our work adds value
value. This means constantly asking
whether a solution will have a positive impact on business,
and whether there is a practical implementation of a
proposed solution.
• A bias towards understanding long-term implications
implications.
Traditional actuarial work often involves projecting over long
terms, and this skill is vital in many other contexts.
• It takes time to move into a new industry. Successful
modelling depends on a deep understanding of the language,
dynamics and challenges of an industry. This also means a lot
of research, as well as working with and learning from other
experts.
• There is a lot of competition
competition. In Australasia traditional
actuarial work is performed by a relatively small number of
firms. However in the broader analytics space competitors
include economists, technology companies, start-ups,
management consultants, software vendors and even a
company’s internal analytics team. This involves learning
humility – recognising that many other people are doing lots
of work, much of it high quality. There are no Appointed
Analyst statutory roles!
Source of success

“Whatever you are, be a good one” Abraham Lincoln
While all success relies on a mix of planning and luck, we think
that the following factors have had the strongest contributing to
our analytics practice.

“If you want to be a millionaire, start with a billion dollars and
launch a new airline.” Richard Branson

Firstly, strong technical skills are needed in data analysis and
modelling. In a world where better prediction translates directly
into revenue or savings, being able to provide a good technical
solution to a problem is paramount. This increasingly requires
expertise in statistics and computer coding. It also requires
making your IT department your new best friend. Keeping on
top of developments in academia can also be rewarding, as best
practice continues to develop.

Qantas is also expanding its range of business services,
leveraging the vast amount of information it has on its 10.7
million frequent flyer members. Qantas Loyalty helps its
partners to acquire and grow its customer relationships, with a
focus on proving the effectiveness of campaigns.

Second is business insight
insight. Many analytics projects have suffered
from either ‘solving the wrong problem’ or ‘losing the forest for
the trees.’ Best practice analytics goes beyond describing current
trends; it must recognise how a model can be used to drive
operational change and improvement.

One example of these services is digital advertising. By
overlaying analytical insights from the frequent flyer program
with behavioural data from the online world, clients can create
targeted and effective online ad campaigns to drive sales and
brand recognition. Technically this means we now are
competitors with companies like Google, which can seem
daunting! However, with the right mix of data, measurement and
analysis we believe there’s significant value to be created.

Third is integrity
integrity. The actuarial brand is widely respected and the
public generally believe that fellows are appropriately skilled
and give honest, impartial and objective advice. We are
fortunate to have inherited this reputation and recognise the
need to maintain it in the advice we give.

Other industries
We have also been involved in some analytics projects in other
industries including telecommunications, energy and banking.
Again, these industries are characterised by the availability of
large amounts of data, which can be analysed using our skills, to
assist companies in understanding the long term implications of
their decisions, and driving their planning based on those
insights.
Recurring themes

“Twice and thrice over, as they say, good is it to repeat and
review what is good.” Plato

The analytics industry is wide and fragmented, and growing;
actuaries are only a part of a landscape that is rapidly evolving.
However, our experiences suggest that actuaries have a valuable
role to play.
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Finalists announced for Insurance Industry
Awards
By Actuaries Institute (Actuariesmag@actuaries.asn.au)
The Australian and New Zealand Institute of Insurance and
Finance (ANZIIF) and founding partner Asia Insurance Review
have announced the finalists of the 2015 Australian Insurance
Industry Awards.

Aon
Jardine Lloyd Thompson
Marsh

th

These awards, now in their 12 year, recognise the industry’s
top performing individuals and businesses and aim to foster a
culture of professional excellence.
“The Awards are an opportunity for the Australian insurance
industry to join together to celebrate achievement and
community. As one of the highlights of the insurance calendar,
the Awards play a vital role in recognising and promoting the
contribution of our industry and the work that individuals and
businesses undertake to ensure that the community is wellserved,” said Prue Willsford, CEO of ANZIIF.

Willis Australia
Underwriting Agency of the Y
Year
ear
All Parks Insurance
Brooklyn Underwriting
DUAL Australia Pty Ltd
PetSure Australia

“The candidates showed a very high degree of commitment to
standards of excellence and originality that convinces me that in
many ways the Australian insurance industry is ahead of the
pack globally,” said Sivam Subramaniam, Editor-in-Chief of Asia
Insurance Review.

Small-Medium Gener
General
al Insur
Insurance
ance Company of the Y
Year
ear

The winners will be announced at the Australian Insurance
Industry Awards in Sydney on 19 August 2015. The finalists for
each category are:

Lar
Large
ge Gener
General
al Insur
Insurance
ance Company of the Y
Year
ear

Small Broker of the Y
Year
ear

CGU
QBE Insurance (Australia) Limited

Consult Insurance Solutions Pty Ltd
Simplex Insurance Solutions
Medium Broker of the Y
Year
ear
GSA Insurance Brokers
Planned Cover
Scott Winton Insurance Brokers
Lar
Large
ge Broker of the Y
Year
ear

Hospitality Employers Mutual Limited
National Transport Insurance

Allianz Australia

Life Insur
Insurance
ance Company of the Y
Year
ear
AIA Australia
CommInsure
MLC
TAL
Innovation of the Y
Year
ear
Allianz Australia
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Aon
Gratex International
Professional Services Firm of the Y
Year
ear
Barry.Nilsson. Lawyers
DLA Piper
Finity
Minter Ellison
Service Provider to the Insur
Insurance
ance Industry
Gratex International
JB Hi-Fi
recoveriescorp
Women’s Employer of the Y
Year
ear
BT Financial Group
Insurance Australia Group
TAL
Youth Development Employer of the Y
Year
ear
Ansvar Insurance
BT Financial Group
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Firm visit opens students up to possibilities
By Rahual Ram ()
A 4am bus trip to reinsurance and data analytics companies in
Sydney proved well worth it for senior actuarial students. Advice
from experienced actuaries helped challenge stereotypes and
uncover mysteries shrouding ‘real world’ actuarial work and
career opportunities. Rahual Ram reports.
One early morning in May 2015, a group of 20 penultimate and
final year ANU actuarial students boarded a bus up to Sydney to
attend the annual AFEC Actuarial Trip. The aim of the trip was to
provide an educational insight into the inner workings of
actuarial firms and the type of work that could be expected from
a qualified actuary in the industry. This trip has been a
consistent tradition of AFEC for the last seven years and it was
with excitement that I attended this trip as an organiser this
year.
With this in mind, my team and I approached many Sydney
actuarial firms including AMP, Reinsurance Group of America,
Quantium, Ernst & Young, PwC, Zurich Financial Services and
Deloitte who we were lucky enough to fit into our tight two day
schedule. Being able to secure such prestigious and diverse
firms was a real privilege for the students attending the trip as it
gave a rewarding insight into the applicability of actuarial skills
throughout the financial sector. Each company prepared a short
presentation followed by a networking session where a range of
actuaries from both the life insurance and general insurance
divisions were present to answer any of the students’ questions.
“There is quite a bit of mystery and complexity that shrouds the
actuarial trade which imbues a lot of uncertainty in students.”
For many of the students, this was their first time venturing into
the financial capital of Australia so when we boarded our bus at
4am I received a lot of nervous questions on what exactly some
of the firms did. In particular, the reinsurance and data analytic
companies seemed to be shrouded in a veil of mystery as to
their actual inner mechanisms.
It wasn’t till we actually visited RGA and Quantium that it
became clear as to how the actuarial skills we learn in university
could be applied to reinsurance and data analytics. The feedback
from all the students was overwhelmingly positive in relation to
both these companies. Most of us had walked in expecting a dull
and boring discussion on the role reinsurance and insurance
plays in the Australian economy but were pleasantly surprised

by the diversity and complexity of the work undertaken. In
particular, the presentations linked various skills, such as
modelling risk and financial instrument pricing, that we had
learnt through our university degrees with real life applications.
This aided in clearing some of the mystery surrounding the
actuarial industry by providing solid products to theoretical
concepts for many of the students, including myself.
“it was surprising to see that all firms, including the corporates,
didn’t fit into this stereotype.”
The students also appreciated the friendly and open atmosphere
at RGA and Zurich. In the case of both these companies, we
were greeted by the Chief Actuaries in their respective fields
which shocked many of us as we were not expecting to be able
to talk with actuaries who had progressed so far into the
industry. RGA, in particular, had both their Chief of Pricing
Actuary in the Asia Pacific Region, Alissa Holz, and Regional Head
of Human Resources, Andrew Bishop, who had just flown in
from Japan that morning, in attendance. They made time in their
busy schedules to give us a presentation on why they decided to
follow the path to becoming an actuary and what exactly their
jobs entailed. Zurich also had a very informative presentation
from actuaries in each of their operating divisions which really
gave the students a well-rounded and holistic image of the
actuarial industry.
“…the firms really helped to ease a lot of the concerns students
had regarding the difficulty of the path to becoming an actuary”
AMP, EY, PwC and Deloitte all gave presentations from their
actuarial divisions which the students, including myself, found
extremely informative. In particular, the firms helped contrast
the varying types of insurance such as life and general
insurance. I found this helpful in compartmentalising the skills
taught in the core technical modules at ANU such as Life
Contingencies and Risk Theory. It really assisted in solidifying
the theoretical material taught in these courses with real life
examples. They also helped illustrate the divergence between
corporate and consultancy firms in the types of work and
applications of actuarial skills. The general view before the trip
was that consultancies had a larger range of projects but longer
hours whilst corporates dealt with repetitive work from 9am to
5pm each day. However, it was surprising to see that all firms,
including the corporates, didn’t fit into this stereotype. In fact,
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the corporates were relatively more innovative and diverse in
their application of actuarial techniques.
I also received feedback from a range of students saying how
the presentations from these firms changed their perspectives
on pursuing their Part II and III qualifications. The general view
was that the Part I qualification is relatively easier than the
subsequent Part II and III exams which is an intimidating barrier
for most students studying an actuarial science degree.
However, through both the presentations and the networking
sessions, the firms really helped to ease a lot of the concerns
students had regarding the difficulty of the path to becoming an
actuary. The team from PwC and EY were particularly helpful in
this regard as they invited several recent graduates along who
had just completed their first Part II exams. These graduates
advised that Part II exams were very practical and hence, if you
worked in the actuarial industry, you could easily relate to the
material being taught making it much easier to understand.
Overall, the actuarial trip was a great and rewarding experience
for all the students that attended. From an actuarial student’s
perspective, it is quite difficult to make the link between what is
being taught in university and the practical applications
presented within the industry itself. There is quite a bit of
mystery and complexity that shrouds the actuarial trade which
imbues a lot of uncertainty in students. It isn’t till you talk with
fellow actuaries that have walked down the path before you that
it really becomes clear the kinds of diverse and interesting
applications that actuarial skills have within the real world. That
is why I believe the actuarial trip was an immensely valuable
insight as the students not only got to meet future potential
employers but were also able to pierce the veil and discover the
interesting opportunities within the actuarial industry.
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Report challenges debate on climate change
versus economic growth
By Nick Wood ()

Nick Wood, director of Climate Policy Research, comments on
the recent publication: ‘Health and climate change: policy
responses to protect public health” by The Lancet Commission.
At first glance, the findings of the report are unsurprising. It is a
solid and well-rounded analysis of the risks to global health from
climate change: The sort of thing that you would expect from
the UK’s pre-eminent medical journal with contributions from
the UK and Europe’s top academics, with an excellent 3 minute
video summarising the findings.

the developed world debates) and their message is clear: The
combination of urbanisation, the effects of climate change and
economic growth based upon access to cheap fossil fuel (the
main plank in the argument that coal is good for humanity
because it provides cheap energy for developing nations) risks
reversing half a century of gains in development and global
health.
This is no longer a two-sided argument between mitigation and
economic growth.
“Protect cardiovascular and respiratory health by ensuring a
rapid phase-out of coal from the global energy mix. Many of the
2200 coal-fired plants currently proposed for construction
globally will damage health unless replaced with cleaner energy
alternatives.” – Lancet Commission’s Health and climate change:
policy responses to protect public health’

Source: Lancet Commission
However, when you read the report in detail, it becomes very
obvious that it is much more than that. The research introduces
a critical element into the debate; that of the risk to health from
economic growth based on fossil fuels.
“The effects of climate change are being felt today, and future
projections represent an unacceptably high and potentially
catastrophic risk to human health” – Lancet Commission’s
‘Health and climate change: policy responses to protect public
health’

The involvement of African and Chinese academics in the
research provides a development perspective (often missed in
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Welcome to New Members - June 2015
By Actuaries Institute (Actuariesmag@actuaries.asn.au)
Welcome to the Institute’s newest members!

Australia
Michaela India ANDERSON (WA)
Declan Michael BURKE (NSW)
Sijing CHEN (NSW)
Samuel Colin James COYTE (SA)
Sarah Anne DICKSON (NSW)
Dean Michael EXIKANAS (NSW)
Zheng FENG (NSW)
Victoria Yuan GAO (NSW)
Jamie GATT (VIC)
Hui HUANG (QLD)
Andrew James IEMMA (NSW)
Lucky Yulius JOENG (NSW)
Andrew On Du LAU (NSW)
Ruixuan LIU (NSW)
Yi Han LOW (NSW)
Edwin LU (NSW)
Serena MIN (NSW)
Umais Mehmood MINAI (NSW)
Romilla Sudarshini MOHAN (NSW)
Tinashe Slyvester MURINGAKUMWE (NSW)
Bowei NIE (NSW)
Niamh NOLAN (VIC)
Harriet Toto OLITA (WA)
Omotebi OLUBIYI (NSW)
Michael QIUM (NSW)
Jaymil Parshad RAVAL (NSW)
Denise RHIND (NSW)
Kieran Andrew SMITH (NSW)
Jasmine Eva TAN (NSW)
Shen TIAN (NSW)
Duc Trung VO (NSW)
Cindy VUONG (NSW)
Hao-Chin WANG (NSW)
Jingjue WANG (NSW)
Xiang ZHENG (VIC)

Overseas
Xincheng CAI (Singapore)
Wai Ho CHOI (Hong Kong)
Sue Yi CHOW (Malaysia)
King Sang LEUNG (Hong Kong)
Gabriel Loukas Daniel LYDEN (New Zealand)
Brett James MAINWARING (New Zealand)
Maria Camila PLATA VALENCIA (New Zealand)
Joshua Graham REID (New Zealand)
Joan-Claire Mac SHACKLETON (Singapore)
Leonardi TJOKRO (Indonesia)
Joseph TOH (Singapore)
Stephanus WIDJAJA (Indonesia)
Cheng XUE (China)
Jingwei ZHENG (New Zealand)
Runjie ZHU (China)
Songchen ZOU (Hong Kong)
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From Big Bang to Data Transformations
By Amanda Aitken (amanda@actedge.com.au) and Yifan Fu (yifan.fu@aonbenfield.com)
We love talking about ‘big data’ but what does the buzz word
mean for industry? Yifan Fu and Amanda Aitken sum up eight
expert presentations, painting a picture of how data is
informing boards and transforming the insurance market.
If you didn’t make it to the Actuaries Summit or GI One Day
Seminar, we can tell you some interesting themes emerged
across the Data Analytics sessions.
The exponential pace of change within the industry is clear.
Unstructured and external data (of which there is plenty!) can be
just as valuable, if not more so, than structured, internal data.
The challenge is harnessing and making sense of it, while
protecting individuals’ privacy.
Actuaries have a lot to contribute in the field of Data Analytics,
being able to combine strong mathematical and technical skills
with great business acumen and holistic knowledge of a
business’s operations, but there are many other professions also
vying for a seat at the table.
This article provides highlights from event sessions focused on
this growing field of actuarial work. We hope it inspires you to
listen to and read more on these great presentations.

Digital Disruption to Digital
Transformation
Stephen Huppert, a partner at Deloitte, took his audience on a
ride through the latest technological advancements, including
robotic bank advisors in Japan and drone insurance assessors.
He asked us to imagine a future of super intelligent robo
actuaries and questioned whether this future represented a
threat or opportunity. Stephen took us through examples of Big
Data uses within insurance and touched on the need for balance
between an individual’s right to privacy and the benefits of Big
Data.
Highlighting that digital disruption is one of the biggest
uncertainties facing the finance sector today, he challenged his
audience to rethink whether disruption can actually be a force
for good, often leading to increased efficiencies within an
organisation.

The aim of Stephen’s session was to give his audience “the
curiosity to go away and learn more”.
Audio
Presentation

Disability Income Data
KPMG’s Michael Dermody and Chris Scheuber from MLC
presented several Data Analytics driven solutions to improve the
future outlook for the Australian disability income product.
Many of their insights were gained through discussions with
direct disability income writers, reinsurers and claims system
vendors.
Michael and Chris proposed a range of actions for disability
income writers, including connecting data systems, leveraging
unstructured data, collecting new data and increasing overlap
between teams (eg underwriting, claims, strategy). They
suggested that starting small and gradually building analytical
capability over time can be a useful strategy, particularly when
some problems are so big that you may not need much data to
find them.
Michael and Chris found it heartening to see evidence of
actuarial involvement in Data Analytics, but feel that actuaries
need to be more involved in prescribing what data to collect.
Their presentation ended with some interesting discussion
about software tools currently being employed within the field.
Audio
Presentation

Generational Differences in
Consumer Behaviour
Robert Baskin, a data scientist at Quantium, presented a
customer behaviour case study to demonstrate the potential use
of Data Analytics within the retail industry. He analysed the level
of product take-up and repeat purchasing for the following four
customer cohorts:
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•
•
•
•

Traditionalists or “Gen Safe”
Baby Boomers
Generation X or “Gen Stress”
Generation Y or “Millenials”

Who would have known that Baby Boomer shopping baskets are
most likely to contain salmon and thank you cards, while you’re
more likely to find beer and pregnancy tests in the baskets of
Generation Y! Robert not only summarised the findings from his
analysis, but provided several interesting insights such as the
changing customer mix over a product’s life cycle and the need
to adapt product messaging to respond to this change.
Robert articulated that the beauty of data analytics is its ability
to show you what’s happening and then “it’s up to you to either
design analysis to understand why or to speculate”. He also
flagged the importance of tailoring your information to your
audience.
Audio
Presentation

Big Data in the Boardroom
Tim Trumper, an advisor to the Board of Quantium, gave us a
taste of some of the exciting ways Data Analytics is being used
by companies around the world to outstrip their competitors,
including:
• Amazon’s real time learning models, helping them to
generate 30% of their revenue through a cross sell algorithm;
• Walmart’s use of mobile phone data to know what their
customers are buying and from who;
• Intel’s microscopic body temperature camera, which detects
how your body reacts to different products as you walk down
the supermarket aisle; and
• Netflix’s click stream data mining, which helps them answer
such questions as which colours help them sell more
products.
Tim discussed the ever changing nature of information sources
available to businesses and cautioned Boards not to wait for a
disaster to strike before trying to understand what’s going on
around them.
Audio

The data industry itself
Quantium’s Karl Marshall opened his presentation with an
overview of the current Data Analytics industry and forecasted
its annual growth rate to 2020. In simple terms, Data Analytics is
booming and is one of the exciting new areas of actuarial work.
He discussed the relationship between data, analytics and
technology and encouraged companies to integrate their own
data with external data sources to deliver the best analytical
output.

Karl highlighted the importance of effective delivery in terms of
both timing and context. He also shared Quantium’s experience
of utilising India as an analytics hub and provided observations
on the strength of actuaries in the field of Data Analytics.
Presentation

A holistic view of data
Matt Kuperholz from PwC shared his own transformation from
“computer nerd” to actuarial analyst working in the Data
Analytics field, providing a good reference for other actuaries
considering a move into this space. He highlighted three related
skill sets and how they combine to form the core skills needed
for a data scientist, discussing the need for multi-disciplinarians
given the dynamic nature of a data scientist’s work.
Matt reflected on the value of combining internal, external and
social data to improve business understanding and finished his
presentation with an example of how to improve data use in
general insurance risk rating, to provide better business
understanding and assist with strategy deployment.
Presentation

Data lead transformation
IAG’s Julie Batch shared her observations on how industries have
been transformed by information technology. She stressed the
impact of “disruption technologies” to traditional business and
compared different organisation and industry responses to
those changes and their (sometimes disastrous) outcomes.
She listed several areas in the general insurance industry under
threat from new technologies, with actuaries included on this
list! Her comments about “the death of the actuarial profession
in 50 years’ time” generated a lot of discussion amongst
participants and provided a great challenge to the profession to
consider how we should adapt to the changing environment to
prevent extinction!
Presentation

Day-to-day analytics
operations
Darren Rob from Allianz started with an overview of how data
feeds into analytics, which leads to report findings and finally
results in actions. He borrowed Suncorp’s Descriptive,
Diagnostic, Predictive and Prescriptive approaches to
demonstrate the changes we face as an industry in terms of
business intelligence.
Discussing the requirements, foundations and benefits for an
institutional analytics team, Darren described the day-to-day
operations of analytics within general insurance, from traditional
actuarial valuation work to advanced customer and partner
analysis. He compared different structural options for analytics
team and the similarities and differences between actuarial
teams and mixed analytics teams. Darren shared his valuable
experience as an actuary working with analytical professionals
from different backgrounds. He values the quality of the
actuarial profession, however stressed the need for team
collaboration and soft (people & communication) skills.
Presentation
Audio for “Data and Analytics: Bottom Up or Top Down?”
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