JAN UA R Y 2016
T HE MAG A ZINE OF THE ACTUAR IES INSTITUTE

COLUMN

Highlights of 2015...and for 2016
COMMENT

Top tips to keep your career moving
INTERVIEW

Actuaries and Political Life

In this issue
Top tips to keep your career moving . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3
Is mortality improving? Who for? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6
Highlights of 2015...and for 2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8
Actuaries and Political Life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
Thinking strategically about technical processes - Part 1: An idea whose time has come! . 12
Rising Tides Downunder . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14

IMPOR
IMPORTTANT INFORMA
INFORMATI
TION
ON FOR C
CONTRIBUT
ONTRIBUTORS
ORS
Actuaries Digital welcomes both solicited and unsolicited submissions. The Editorial Committee
reserves the right to accept, reject or request changes to all submissions as well as edit articles for
length, basic syntax, grammar, spelling and punctuation via actuariesmag@actuaries.asn.au
Published by the Actuaries Institute
© The Institute of Actuaries of Australia
ISSN 2203-2215
Disclaimer Opinions expressed in this publication do not necessarily represent those of either the
Actuaries Institute (the 'Institute'), its officers, employees or agents. The Institute accepts no
responsibility for, nor liability for any action taken in respect of, such opinions. Visit
http://www.actuariesmag.com.au/ for full details of our disclaimer notice.

Actuaries Magazine

Top tips to keep your career moving
By Kirsten Flynn

Actuaries Digital Editor Kirsten Flynn asks five experienced actuaries for their top tips, to help keep your career moving.
Whether you’re a recent actuarial graduate choosing a specialisation, a newly qualified Actuary trying to work out what’s next, an
experienced Actuary continuing along a well-defined career path or someone in between (or beyond), you can benefit from the
wisdom of others!
Sharing of advice, knowledge and experience are some of the key benefits of mentoring and can help develop both the mentee and
mentor professionally and personally! *
But you don’t have to be in a mentoring relationship to get advice - you can also check out the below career tips from experienced
actuaries.

Jenn
Jenny
y Lyon
Director, SKL Executive Pty Ltd
Make connections
Try and develop connections with people outside your team and
your organisation. You will learn more about the business and
industry and how the part you play fits into the whole.
Relationships can play a key role in having influence and making
progress.
Question and be prepared to speak up
If you have a good idea, see a problem, have a better way or
don’t understand then speak up and let people know. By
listening carefully, thinking and contributing to debate you will
learn more, gain more respect and get noticed.
Review your career from time to time
Take some time to think about where you are currently and
where you want to be. This does not mean mapping out a career
plan for the next 20 years, but by understanding what it is that
gives you satisfaction, which areas you need to develop and any
specific goals you have, you will be more self-aware and ensure
you make the most of your talents.
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Wayne Cannon
State A
Actuary
ctuary,, Queensland Treasury

Take a (calculated) risk
Be open to opportunities outside of your 'default' career plan.
Consider working overseas, especially early in your career, to
broaden your perspective (and to realise how great Australia is!)

Fred Rowley
International A
Actuarial
ctuarial Association
President 2015

Be proactive and patient
Learn about non-actuarial topics, both in structured ways and
via interactions with mentors and colleagues. Don’t rush to the
next promotion by comprising your opportunities to learn.

Keep your technical skills up to scr
scratch
atch
Maintain your technical skills, right through your career –
otherwise you can’t expect to rely properly on the work of
others, or lead them well, later on. It may sound boring, but CPD
is not a formality – it’s a vital career asset that lets you go higher,
quicker.
Look at the big picture
Keep your eye on the big picture – even if you’re down in the
engine room. You need to understand both the purpose and the
presentational context of what you do, to make your technical
work, and the delivery of it, more effective.
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Stuart Rodger
Partner, Deloitte

Look beyond the ''career
career ladder
ladder''
Don’t just look for promotions. Think strategically and also look
for sideways moves that will open up new opportunities in the
following years.
Stay Curious
Every situation has learning opportunities, though not always
obvious. Find these opportunities and take them!

Rikki Gold

Chief Pricing A
Actuary
ctuary – GI, Zurich
Australia
ustralia
Teach others
You can grow and develop your skills through teaching others. It
helps consolidate your own understanding, passes on
knowledge and tasks to others (so you can take on new ones)
and breeds a collaborative (and more enjoyable) work
environment.

Know your ''customers
customers''
Know who your 'customers' are, both external and internal to
your company, and help them recognise and meet their needs.
And don’t forget, your staff are your customers too. They 'buy'
development, career opportunities and sometimes job security
from you. You want repeat 'business' from them, so make sure
you help them recognise and meet their needs.

*The Actuaries Institute recognises the importance of mentoring
and has established a Mentoring Program to bring together
actuaries in all stages of their career in mentoring relationships.
Find out more about this program.
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Is mortality improving? Who for?
By Jennifer Lang

Actuary Jennifer Lang investigates the latest knowledge on
mortality rates in Australia in light of recent coverage in the
United States.
Late last year, there was a flurry of mainstream interest in
mortality statistics – here is the New York Times reporting on
a study by two economists (Ann Case and Angus Deaton). The
paper documents a marked increase in the all-cause mortality of
middle-aged white non-Hispanic men and women in the United
States between 1999 and 2013. This change reversed decades of
progress in mortality and was unique to the United States; no
other rich country saw a similar turnaround.
There has been a lot of speculation as to the cause – for
example, Paul Krugman here:

Following the interest, I thought I should have a look at some
Australian statistics. The age-standardised death rate for
Australia has been falling for the last forty years. The reduction
has dropped off more recently, though. In fact, the most recent
statistics available (for 2014) show a slight increase in mortality
rates for the population as a whole (in 2014 itself after
standardising for age structure).
Looking at the experience more closely, Australian mortality has
improved the most at older and younger ages. In working ages,
mortality has reduced over the last 10 years – by around 1% per
year. But in retirement, and for the under 20s, mortality has
improved by much more (2% and 3% per year respectively).

Basically, white Americans are, in increasing numbers, killing
themselves, directly or indirectly. Suicide is way up, and so are
deaths from drug poisoning and the chronic liver disease that
excessive drinking can cause. We’ve seen this kind of thing in
other times and places – for example, in the plunging life
expectancy that afflicted Russia after the fall of Communism. But
it’s a shock to see it, even in an attenuated form, in America.

Source: ABS

Source: ABS

We don’t have mortality rates by race in Australia (except for
indigenous Australians). The standardised death rate for all
Australians has dropped by 1.7% over the 10 years. For
Aboriginal Australians, it has dropped by only 0.7%. But the
other main groups that we distinguish between are men and
women; male mortality rates for the population as a whole have
improved by 2.0% per year, while for women, they have
improved only by 1.3%.
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So in Australia, if there is a part of the population which hasn’t
shared in the general improvement in health, sadly, it is the
indigenous population. I’ve written about indigenous life
expectancy before (as well as other gaps). Even as the overall
Australian population gets healthier, the indigenous population
is falling further behind. While I would love to get indignant
about the fact that women’s mortality hasn’t improved as much
as men in the last 10 years, Australian women have very little to
complain about – with close to the highest life expectancy in the
world. Save your indignation for the indigenous community,
particularly today, on Australia Day.

This post originally appeared on Actuarial Eye on 26 January
2016.
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Highlights of 2015...and for 2016
By David Bell

Institute CEO David Bell reflects on how the new Strategic
Plan provided focus for a lot of activity in 2015 and how it
will continue to do so in 2016.
Warren Buffett is reputed to have said: "In the business world,
the rear view mirror is always clearer than the windshield."
(He also said "Rule No.1: Never lose money. Rule No.2: Never
forget rule No.1.")

submission to the Inquiry, was that the superannuation system
should have a clear objective enshrined in legislation.
We also launched the White Paper, ‘For Richer, For Poorer’ which
built upon earlier analysis and policy development on
retirement incomes.

With the Chairman and CEO of Berkshire Hathaway’s first quote
in mind I’d like to reflect on the Institute’s work over 2015 and
cast forward for 2016.

Key submissions included: the Federal Government’s Tax White
Paper, the Intergenerational Report, and the Productivity
Commission’s review of home equity release. None of this work
could have been done without the support of the Public Policy
Council Committee and the other supporting practice
committees.

I believe that 2015 was a good year for the profession, members
and the Institute. There were many achievements supported by
strong leadership by the actuarial profession in Australia. The
new Strategic Plan provided the focus for a lot of our activity in
2015 – and will continue on in 2016.

Finally, under Goal 5 – extending practice reach – the great startup work of the Data Analytics working group (including its first
ever conference) has been a strong feature this year. We also
held our first ever Banking Seminar under the leadership of the
Banking Practice committee

Highlights of 2015

And for 2016

The review of the CPD program was completed and Council
agreed to fund the 2016 component of the program. We will
update you on this important component of Goal 1 of the
Strategic Plan, which is focused on better education and lifelong
learning.

Next year will be the mid-point of our 2015-17 Strategy. Council
will be reviewing the strategy in February, to ensure it continues
to meet our longer term aspirations, and members will be
updated.

The successful launch of Actuaries Digital has been a really
positive feature of the Institute’s communication work last year
and is a major component of Goal 2 of the Strategic Plan aimed
at improving engagement with members. I would like to thank
the Editor Sharanjit Paddam and his committee for the work
they did helping our Communications Team.
A key focus under Goal 3 of the Strategic Plan is to ensure that
actuaries become more widely known for their important work.
There were a number of important developments in 2015 with
this goal.
The Financial Systems Inquiry, led by David Murray, featured
actuaries supporting the work of the Secretariat. One of the key
recommendations of the Inquiry, strongly supported by our

One of the areas I do want to place some personal energy into is
making sure we commence delivering on Goal 4 which is all
about extending our reach into Asia where some 13% of our
members are based.
For me, the focus is always about providing members with great
value and service for the fees they pay and I enjoy working with
the HQ team to make sure we deliver that. A key part of doing
that for me is interacting with members and hearing their views.
I look forward to doing that at the various functions I attend and
the regular lunches I hold in Sydney, Melbourne and Brisbane.
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Thank you
And finally, some thank yous. The Institute is heavily reliant
upon its volunteers – we could not do our job without
them. Thank you to the many hundreds of you who sit on
committees, get involved in the education system, and help
mentor our younger actuaries.
The work of the HQ team also deserves recognition. I know that
each and every one of them works all the time in the best
interests of our members.
Thank you also to your Council, the decision-making body of the
Institute, who under the leadership of President Estelle Pearson,
Senior Vice President Lindsay Smartt and Vice President Jenny
Lyon, provided a great deal of energy and support for the work
of the HQ team in 2015.
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Actuaries and Political Life
By Natalie Warren

Actuary Helen McLeod will run against Josh Frydenberg in
the next Federal Election in the blue-ribbon Liberal seat of
Kooyong, Victoria. Here, Natalie Warren speaks to her
about why she’s motivated to run for office (again) and why
more actuaries should get involved in politics.
“There are far too many lawyers in parliament and not nearly
enough actuaries,' says Helen McLeod, an actuary who retired
from American International Group (AIG) in 2010 and is
currently pursuing a lifelong unrealized ambition to study
Classics. She joined the Australian Greens in 2011, in response
to political rhetoric attacking the Clean Energy Act, a piece of
legislation she says "made basic economic sense, was a good fit
for industry and was doing its job of reducing carbon
emissions".
View the video here:
https://youtu.be/dELbKj8Z6QM
Helen originally held the role of Treasurer for her local Greens
branch, but then volunteered to run as a candidate shortly
before the Federal Election in 2013. The Liberal seat remained
safely in Liberal hands but nevertheless, she is looking forward
to contesting the next election in 2016.
Helen describes how everything about being an actuary informs
who she is and what she does as a politician. Listening, bringing
people together and influencing are core competencies for
actuaries, and skills for which we perhaps do not give ourselves
enough credit. Being an authentic communicator is vital.
“An election campaign is essentially a sales and marketing
exercise – but the product is you. You must keep talking to
people, and listening is key. Communicating is in the questions
you ask; you must understand and respond to what you’re
hearing,” says Helen.
"An effective politician must demonstrate their interest and
understanding of their audiences’ issues and use this to shift
their audiences effectively."

Some might say this has not been a feature of Australian politics
over the last few years and is a key reason why Helen decided to
get involved. I asked Helen why politics need actuaries and how
being an actuary has helped her political career so far.
“The more actuaries in politics the better,” she says. “The current
parliament is remarkable for how few people can understand
numbers. Having more people involved who have basic
numeracy skills would make a huge difference.”
“Actuaries know how to assimilate and understand large
amounts of information. Politics offers an amazing opportunity
to get out there and obtain a huge amount of information from
many different people with different points of view.” she said.
Helen sees actuarial training as a major advantage in politics.
She says she would like to see a shift away from the personality
and slogan politics and a return to a more actuarial way of
looking at problems.
“We are taught, early on, the importance of professional,
independent, fact-based analysis and I would dearly love to see
professional, independent, fact-based analysis in our
parliament,” says Helen.

The Big Issues
Helen believes the biggest issue facing Australia today is climate
change. At the 2016 Federal Election, she will be running against
the incumbent Liberal member, Josh Frydenberg, who has held
the seat of Kooyong since 2010. He was promoted to the Cabinet
under Malcolm Turnbull’s reshuffle and now holds the post of
Minister for Resources, Energy and Northern Australia.
The Minister’s portfolio appointment and recent statement on
the moral obligation of Australia to supply coal to less developed
countries and the Greens’ environmental policy are clearly at
odds. Helen welcomes a debate on energy resources in her
constituency and believes her core actuarial skills will stand her
in good stead. Her focus in the coming election will be on her
strong belief in the prioritization of renewable energy over finite
Page 10 of 16
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carbon-intensive traditional energy. She seeks to convince her
electorate to buy into a scientifically based policy discussion.

Actuaries as Policy Advisors
Recently the Actuaries Institute announced its four key public
policy 'themes' for development, aimed at increasing the
influence of the profession and raising awareness of actuaries’
skillsets. The themes are:
•
•
•
•

The challenges of an ageing population
Financial sustainability and positive consumer outcomes
Societal challenges; and
Technology opportunities and risk

These themes are highly relevant politically and according to
Helen, actuaries are well placed to advise government on them.
While discussing the Institute’s recent Retirement Incomes
White Paper “For Richer, For Poorer”, Helen commented:
“I found the White Paper valuable for many reasons, including
the simple observation that people living longer means it takes
longer to help your children by passing on your own home.
I haven’t heard that particular point from anyone else. Actuaries
need to get in there to offer fact-based analysis to policy makers,
to bring these issues to the forefront of discussions.”
As well as the sustainability of the current financial system, the
White Paper focused on intergenerational inequality and the
structural gap in retirement funds between single males,
females and couples. Actuaries clearly understand these policy
issues and are in a good position to use their professional
knowledge to advise on policy decisions.
Helen sees climate change as the most important example of
intergenerational inequality that Australians are facing. Her
campaign will highlight the need for action and the potential
solutions which must be implemented soon if the planet’s
warming is to have a chance of staying below 2 degrees, a target
committed to by the Australian Government at COP 21 in Paris
in December last year.
Helen would love to see more actuaries follow her into the
political arena and has some encouraging final words.
"Actuaries are used to thinking about the world in 30, 40, 50
years’ time, so are perfectly placed to be able to communicate
the issues," she says.
“Try to look past the adversarial environment and 30-second
media grabs, we need thoughtful fact-based analysis. So please,
please get involved!”
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Thinking strategically about technical processes Part 1: An idea whose time has come!
By Phil Stott

In the first instalment of this series, Phil Stott shares his
opinion on why actuaries must think strategically about
technical processes to survive and thrive in a changing
market.
I have spent most of my career (spanning over 30 years)
providing technical advice to the Life Insurance industry in
Australia and UK. Now the advantage (or disadvantage?) of this
career path is that you tend to see everything that goes on from
a technical actuarial perspective.
The last three decades have brought in many changes, both in
terms of technical capability and regulatory requirements. But
there is one change it has not brought, and this change is sorely
needed: we need to start thinking more strategically about our
technical processes.

Strategic thinking
We all know what strategic thinking is – our employers send us
away on regular training days so that we can think strategically
about our products, or our marketing strategies, or about how to
become better people managers, and so on. Strategic thinking
involves taking a pause in the humdrum activity of 'doing' things
to think pro-actively about what we should be doing, why we
should be doing it, and whether or not we are doing it the right
way. This is all done in the hope that we will make quantum
improvements in the way we do our jobs.
We are learning to think strategically about a lot of things…but
when was the last time you were sent away to think strategically
about the core activity of your actuarial team, the very technical
processes that undergird everything you do?

Why we don’t
There are several reasons why we don’t tend to think
strategically about our technical processes.
Firstly, it is generally only the actuarial teams themselves that
care about technical processes. To the rest of the people in the

organisations we work for, the actuarial processes are 'the thing'
that 'those actuaries' do. They don’t understand what 'the thing'
is, but they have confidence that we do, and they assume that
we are doing it in the best possible way. And so there is no
external pressure for us to think strategically about our work.
Secondly, I suspect that we sometimes suffer just a little from
'expert’s smugness' – we know our job, so why do we need to
think about it? Many actuaries have an almost condescending
attitude towards 'strategy days' in other areas of business
activity, so how much more will we have the same attitude
towards a call for 'strategic thinking' in our core area of
strength? We don’t have time for that sort of airy-fairy stuff!
And thirdly, as a profession we are inherently conservative.
We’ve never had to think 'strategically' before and the profession
has survived, so why change what is working perfectly well? Why
try to fix something that isn’t broken?

Why we need to
However, the truth is, we need to learn to think strategically,
because the world in which we work has changed, and we need
to change with it.
30 years ago, before the advent of the desktop computer, all
calculations were either simple (i.e. something we could do
ourselves using a calculator, or pen and paper), or they were
delegated to a mainframe computer system controlled by an IT
department. There was no other way of doing things! And so the
IT department took all of the significant strategic worry away
from us – they decided (with our input, of course!) what
calculations needed to be performed, when, why, and how.
Some of the big calculations, of course, are still handled in the
same way. When we buy expensive third-party software to
perform (say) our regular valuations, we spend time deciding the
best service provider and thereby justifying the expenditure. But
increasingly, more and more of our day-to-day calculations are
performed using user-controlled software such as Excel, Access,
FoxPro and SAS. Many of these calculations are strategically very
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important, in that they go out to external parties (thereby
generating profits or losses for the organisation), or are used to
make or inform strategic decisions that our colleagues have to
make. Things never happened this way when I first joined the
profession 30 years ago.
Moreover, the world in which we work is changing very rapidly!
Software is changing rapidly, regulatory requirements are
changing, clients are changing their requirements…everywhere
we turn, the bar is being raised on us. Workloads are increasing.
Under such pressures, the natural inclination of the conservative
mindset is to ask: “How did we do it last time?” But in a rapidly
changing world, “The same as last time” is increasingly unlikely
to be the optimal solution.

Why it matters
But does it really matter if we think strategically about our
technical processes? What is wrong with the way we currently do
things?
As I said at the start of this article, I have worked in a lot of
technical teams in recent years, and that gives me a lot of
perspective. In my experience, very few of my clients have done
any serious strategic thinking about their core activities…and, by
and large, they are all seriously inefficient in the way they go
about things.

An idea whose time has come!
Over the next few articles in this series, I will explain these
principles, and how you can apply them in your context, with
your team. Before I do that, my next article will be a simple case
study explaining what the nature of these significant savings are,
why they are so large, and why we are not currently obtaining
them.
Strategic thinking about technical processes is not esoteric
gobbledygook, it is an absolute essential for the modern
actuarial team. It is an idea whose time has surely come!
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Rising Tides Downunder
By Rade Musulin
New thinking is required to protect and insure against coastal
inundation in the future, writes Rade Musulin from the American
Academy of Actuaries Extreme Events Commit
Committee.
tee.

(Note: this story summarizes a longer magazine article published
in Contingencies magazine in November 2015 entitled Rising
Tides. Here is a link to the full text of that article.)
Recently the Australian Government released a document
entitled “National Climate Resilience and Adaptation Strategy”.
Its preface says that “The Australian Government has developed
this [Strategy] to articulate how Australia is managing the risks of
a variable and changing climate”.
Both ground photographs and satellite images clearly show that
large amounts of water stored as ice in glaciers and high latitude
ice sheets is melting and being released into Earth’s oceans.
Temperature measurements in these areas verify warming in
recent decades. Even if temperatures stabilize at current levels,
additional ice will melt over time, just as an ice cube placed in a
glass of water remains frozen for a period before it melts in
warmer water. Combined with the fact that water expands when
heated (measured ocean temperatures have increased) and that
land is subsiding in many coastal areas (due to a host of factors
too complicated for this note), it is difficult to argue with
predictions of increased exposure to coastal flooding in coming
decades.
This conclusion can be drawn without taking a position on why
ice is melting (human activity, sunspots, or natural variation) or
whether burning fossil fuels has anything to do with it.
The Australian Government report states two important things:
• Investment made to protect against coastal inundation “can
have great returns by avoiding later damages” (page 27; a
point also made by the U.S. Congressional Budget Office ).
• Local land use decisions can have a large impact on exposure
to loss (pages 27 – 28).
The report does not place an explicit price tag on how much
must be invested to adapt to rising sea levels. Studies done in
other parts of the world and experience in events like Hurricane
Katrina in the U.S. indicate that the cost of either building
coastal defenses or cleaning up the mess if they fail can be high.

This implies that rising sea levels may place a significant burden
on government budgets (and eventually on taxpayers) in the
future.
The usual mechanisms that create incentives for loss mitigation,
insurance pricing and building codes, break down in the case of
rising sea levels because:
•

Insurance pricing is intended to reflect conditions during the
policy period, which is often a year.
• Building codes have been largely focused on life safety and
reflect current conditions.
Thus, new thinking is required. For example, if we build things that
have a design lifetime of a century, tools must be developed that
consider a range of possible conditions over the next century in
order to set economically appropriate building standards. In some
cases, it is very difficult to say whether hazards will increase or
decrease in the future, meaning a default to planning for the
present is prudent. In other cases, future trends in one direction or
the other can be determined with high confidence, meaning a
process that considers such conditions is appropriate.
Political leaders, government policy experts, and interested parties
(including members of the actuarial profession) have invested a
great deal of energy studying the long term outlook for the
financial solidity of programs like Medicare, superannuation, or the
age pension. The objective of such efforts is to identify imbalances
in these systems with sufficient lead time to make gradual changes
in order to minimize economic disruption that could be caused by
abrupt action, such as a large tax increase in a single year. Much of
this activity is focused on government policy as various social
programs have a large impact on government budgets.
Until recently, scant attention has been paid to the medium to long
term exposure of government budgets due to things like
investment in coastal protection. Such investment (or the cost of
emergency aid for disaster recovery) may become quite significant
in coming decades, potentially eclipsing social programs as the
main driver of long term fiscal problems.
There are many opportunities for actuaries to add value in
understanding this issue. We know stochastic processes that can
describe the uncertainty in future forecasts. We use catastrophe
modeling tools which can be adjusted to simulate a range of
future conditions. We work in the insurance industry which will be
looked to as a mechanism to fund losses and send economic
signals about loss hazards.
Actuaries should increase their awareness of this issue and
develop skills to participate in tackling this problem in coming
decades.
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