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The Actuarial Poet: Suture Lines Review
By Victoria Gao
Victoria Gao reviews Paul Scully's poetry book, Suture Lines, and
shares some of his inspiration and passion for the art.
Paul Scully recently published his second poetry collection,
Suture Lines following on from his first book, An Existential
Grammar . Compared to the first collection, Suture Lines is a
somewhat more integrated read, with love being a pervasive
theme.

About the Author
Paul is not your typical poet. By background, he is an Actuary
working as a non-executive director, and by passion, he is a
poet.

everyone, his diverse collection can cater to a multitude of
people of varying tastes. If you enjoy reading, for the purpose of
a sensory and emotional stimulation, Suture Lines is right up
your alley.

Takeaway for an Actuary
The actuarial profession is all about precision and numbers. It is
sometimes refreshing to see the world through a different lens –
and Paul Scully has definitely demonstrated himself as an
Actuary who is also a poet.

For Paul, he has always regarded poetry, mathematics and
music as closely related. In his 2014 article in Actuaries Digital,
he referred to a quote that spoke to him: “There are, I believe, in
the world few things with greater capability of poetry in it than
the multiplication table”. And this passion for poetry is evident,
both in person and on paper. Suture Lines is a collection of work
that grew out of his time spent at Sydney University studying his
Master's degree and hence contains a diverse range of poems,
for everyone to enjoy.

About the Text
In the corporate world, brevity and precision in writing is
praised. Moreover, every piece of writing should convey a clear
message and purpose. In poetry, however, the written language
becomes a sensory tool, not necessary to convey a clear
message. Edith Sitwell (Rhyme and Reason) summarised poetry
in one sentence: “Poetry ennobles the heart and the eyes and
unveils the meaning of things upon which the heart and the eyes
dwell.” And that is precisely how Suture lines is. It is clear that
Paul has a fascination with individual words, and toys with
sounds. With each poem, he engages various literary techniques
to conjure a vivid array of senses and emotions.
Individually, his pieces are wide-ranging covering a multitude of
themes. With that being said, he placed emphasis finding
relevant grouping in his individual pieces, pruning his collection
to what it is today. Although each poem may not speak to

Paul's book can be purchased here
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Global trends discussed at ASFA Conference
By Enock Chiyangwa
Enock Chiyangwa shares some key insights from the ASFA
National Conference and Super Expo held on the Gold Coast in
November 2016.

Super essential to Australian
economy

The Association of Superannuation Funds of Australia (ASFA)
National Conference and Super Expo was held at Gold Coast
Convention and Exhibition Centre from 9-11 November 2016.
It was a vibrant event with 1,900 delegates attending, among
them actuaries, Super Funds’ representatives and stakeholders.

Opening ceremony
The conference opened with a heart-warming performance, of
Welcome to Country, from Aboriginal Elder Luther Cora from the
Bungarre family of the Yugumbeh speaking group. Setting the
tone both vocally and on the didgeridoo he welcomed the
esteemed guests.
Dr. Michael Easson, ASFA Chair, followed and highlighted the
core principles that guide the superannuation industry. “We are
privileged to be members of an industry whose purpose is to
fight for dignity and adequacy for retirement and fight the
disruptive change that affects us all,” he affirmed.
The incumbent ASFA chair was followed by former ASFA Interim
CEO Jim Minto who spoke of the need to curtail the national
fiscal burden, to invest appropriately and transparently.

The former Australian Prime Minister, John Howard, highlighted
that the superannuation industry is a cornerstone to the
Australian economy and is pivotal to preserving the middle class.
He argued that the middle class is the bedrock of a nation’s
wealth.
“Australia is a good example of Western civilisation and
democracy,” said Howard, insisting we must be grateful for
Australia’s effective political system and resilient financial
sector’s contribution to a period of uninterrupted economic
growth spanning a quarter of a century.
Mr Howard highlighted the need for clear national beliefs and
values.
“Trust your instincts, believe in your gut feelings and in the end,
if you have that inner belief then you ought to give effect to it,”
said Howard.
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Global ageing
The president of the Global Ageing Institute, Richard Jackson,
emphatically declared “the world stands on the threshold of a
stunning demographic transformation called global ageing, set
to transform the economy and society of the 21st century.”
Mr Jackson addressed the two major influencers of ageing
around the world; declining fertility and the increasing life
expectancy and how it affects the developed world and
emerging markets.
He stated that the monumental challenge for ageing
communities is striking a balance between maintaining a good
standard of living for seniors without burdening the youth.
Further, he quantified the imbalance between taxes and the cost
to care of the ageing especially in developed countries and the
resulting government benefits cut backs.
Rising health care costs were singled out for exerting
insurmountable fiscal pressure, impacting savings, investments,
GDP and economic growth consequently influencing geopolitics
and the global balance of power dynamics.
Jackson recommended a global solution to these challenges;
sound policymaking, pension and healthcare reform.

Blockchain
APAC managing director, Roland Slee, defined block chain, “as
the most disruptive technology invented since the internet,” with
the potential to be a major disruptor in the financial services
industry.
Peter Hiom, Vice CEO ASX, described blockchain as a system with
a series of databases and ledgers talking to each other and
verifying each other’s source of truth.
With the sector currently running their own ledgers and
databases, blockchain offers easier ways of sharing of
information and digitising currency, Hiom explained.
Sarah O’Brien from Gateway Network Governance Body
premised that blockchain offers “enormous promise and
potential for the industry,” with real time access to updated
sources of truth and an opportunity to eliminate some of the
complexities in the connectivity and transference of information.
The overall consensus from panel discussions was that
blockchain was a worthy technology for the industry to explore
and could equip regulators with a post-trade view of the market.

Conclusion
Key themes covered were the political environment, global
trends and technology affecting the industry. The conference
was a resounding success with networking luncheons and
dinners organised for the delegates.

Actuaries Magazine

Our global profession - A look at the South African
actuarial experience
By Jenny Lyon
President Jenny Lyon details some thought-provoking
presentations from the recent South African Actuarial
Convention in Cape Town, including the state of the profession
there; metrics for effecting ‘big change’; and a new take on
driverless cars.
In November 2016, I was delighted to attend the Convention of
the Actuarial Society of South Africa (ASSA) in Cape Town. Their
conventions are held annually, alternating between Cape Town
and Johannesburg, and attract a majority of their members.
The profession in South Africa is smaller than ours with around
3,850 members (figure correct at October 2016) members, of
whom 1,245 are Fellows.
Each session I attended at the November Conference was
professionally presented with very high quality speakers.
It was particularly interesting to hear the experiences of an
environment very different to Australia.

The ASSA Conference was attended by 1,500 delegates

Economic and political
transformation
Economic and political transformation continues to be a key
focus in South Africa.
This message was underlying in many presentations and is a
challenge the profession is trying to embrace.
One aspect is diversity, the overall demographic of the
profession in South Africa is 80% white and 70% male.

However, this is changing as demonstrated by research at the
University of Cape Town (UCT) which presented statistics on the
mix of new entrants to the profession by gender and race.
According to the research, in 1988 new entrants to the university
program were 10-15% and included no black Africans. By 2000
this had increased to 24% female and 20 black African. In 2013
females had increased further to 37% and black Africans to
around 35%. These are significant increases and demonstrate
the increased diversity in the profession. However, the premise
of the UCT paper was around the significantly poorer success
rate and persistency of entrants compared to white males, and
the need to change the level of support provided. It was
emphasised that there is a need to think differently if there is to
be real progress in this area across the profession. For further
information, see the UCT Presentation and Paper.
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Making big differences

• There is a requirement for one member of their Council to be
a recently qualified Fellow and they also have one student
member. The President of the ASABA (Association of SA Black
Actuarial Professionals) has a designated position. While I am
not sure of the voting entitlements of such members it is an
interesting approach to diversity and certainly one way to
ensure the views of different groups of members are
captured at the highest level.
One of the issues I will be seeking input on as President is
whether Associates of our Institute should be able to vote for
council members and stand for council.

The keynote speaker was Joan Lamm-Tennant, CEO of Blue
Marble Microinsurance, a conglomeration of eight insurance and
reinsurance entities established in 2015.
The organisation focuses on food insecurity, safety nets,
incentives for micro entrepreneurs, and financial inclusion. They
have recognised the need to focus on behaviours rather than
purely on funding because in circumstances where there is
hunger and poverty, people become more accepting and tend
not to change but just “to survive”.
Joan articulated the idea that we are wired to solve “small
problems” because we feel they are achievable and that we have
some control. However, to make a difference we need to find
new ways of solving big problems. This requires trust combined
with the power of collaboration to be successful.In micro
insurance there is a strong need to think about metrics and how
to measure success.
ROI is important because there is a need for profitability in
order to be sustainable.
Social impact measures they are looking at using include:
• Scale - the first and best measure because if it is not valued
then it won’t be used
• Consumption metrics, for example birth weight of child or
number of calories per person

An empowering ride
While Joan spoke on many fascinating concepts and experiences
it was her comments on driverless cars which stood out for me. I
had attended a number of conferences and discussions in 2016
where the debate on driverless cars had covered the following
important questions:
• Will there be need for car insurance in the future?
• How will we determine who is at fault?
• Can cars be programmed to protect the driver or pedestrians?
I had never heard anyone mention Joan’s perspective that
“driverless cars will empower the blind and paraplegics?”
Driverless cars could indeed mean that such groups will be able
to travel as readily as most of us take for granted. A great
reminder that we should look for the good in things and
consider many different perspectives.
Two other things of interest which emerged from the
conference for me were
• The society is transitioning its CPD to an outcomes based
approach. Instead of recording hours or points you will need
to set KPI’s at the beginning of the year and then record
progress and achievement against them.

Any impressions I can give about South Africa are simplistic at
best and come from an extremely small sample, but from a
personal point of view the whole convention was eye opening,
thought provoking and of value to consider how we might do
things differently.
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The Actuarial Profession in Zimbabwe
By Sam Mawoyo

Sam Mawoyo discusses practice areas currently occupied
by actuaries and actuarial students in Zimbabwe, and
examines challenges facing the profession in the country.

General Insurance

The opportunities available to actuaries in Zimbabwe are diverse
and too many to be listed in this article. However, I hope that
this article will increase your interest in the country and any
collaboration that extends from your interest. The profession is
alive in Zimbabwe but is facing its fair share of challenges. There
are opportunities within the financial services sector for
actuaries there, however, to pursue these opportunities and
make the most of them, one has to fully appreciate the hurdles
they have to get past.

Practice Areas and the Involvement of
Actuaries
Actuaries are increasingly finding themselves in a diverse set of
practice areas in Zimbabwe. These are mainly the traditional
areas of Employee Benefits and Life Insurance where regulation
has dictated the involvement of actuaries for a comparatively
long time. General Insurance, Health Insurance, Banking and
Enterprise Risk Management are considered new territory for
actuaries in Zimbabwe where we are breaking new ground.
I will outline the main practice areas in turn below.
Wider fields will be discussed in a future article as this area is
very wide ranging. Since I have specialised in general insurance,
it is fair for me to be biased towards it and discuss it first!

Actuaries were almost non-existent in general insurance in
Zimbabwe until approximately 4 years ago. Our relevance
initially started in reserving roles where we were invited to use
analytical methods to conduct reserving exercises. Prior to this,
most companies set reserves as a fixed percentage of an
exposure measure e.g. premiums written with minimal
reference to backtesting results or benchmarks. In 2014, the
Insurance and Pensions Commission (IPEC), which regulates
insurers in Zimbabwe, set out a requirement for independent
actuaries to be involved in determining statutory reserves at
least once a year for all insurers and reinsurers registered in the
country.
Recently, the regulator has set a requirement for general
insurers to involve actuaries during new product development.
As a result, actuaries have been given the opportunity to
introduce and demonstrate the Actuarial Control Cycle to the
management of insurance companies.
It has not been easy sailing for actuaries in this field. Challenges
exist from; limited appreciation by management of the actuarial
skillset, quality of data, limited skills available as well as being
perceived as another regulatory hurdle rather than creators of
value in business. However, for the glass half full actuary or

Actuaries Magazine
student, these challenges represent opportunities for a first
mover advantage.

Life Insurance and Employee Benefits
Actuaries have been involved in life insurance and employee
benefits since time immemorial (yes I’m a millennial and
anything that was in operation before Billie Jean was released is
prehistoric and immemorial). These actuaries are typically
housed in life offices with some consulting actuaries serving
areas that require independence.
Actuaries in the Life Insurance space were and are still involved
in product development as well as solvency management. Some
have taken up positions outside the “actuarial teams” in their
companies.
On the Employee Benefits front, actuaries have been involved in
the traditional roles of determining benefits, assessing funding
levels, determining contribution rates, providing input into
investment policies amongst many other roles.
The topical issue for actuaries in Life Insurance and Employee
Benefits regards the conversion of insurance contracts and
employee benefits from the Zimbabwe dollar to the US dollar in
2009. The conversion is being assessed by a Commission of
Inquiry set up by the President of Zimbabwe. To stir up your
interest in this topic, actuaries in Zimbabwe had to do work on
products and benefits with an inflation assumption of up to 79.6
billion percent towards the end of 2008. The work of these
actuaries is being assessed by the Commission on whether
policyholders were prejudiced during the conversion process.
There will be more on this topic in the coming months as the
Commission is set to publicise its findings.

Challenges facing the profession in
Zimbabwe
The profession in Zimbabwe is heavily skewed towards students.
This state seems to be our Nash equilibrium since most senior
students leave the country when they near qualification.
Reasons for moving include; better remuneration and standards
of living outside Zimbabwe and seeking new challenges amongst
other factors.
The students in Zimbabwe therefore continuously lack
mentorship from qualified actuaries on how to navigate the
exams as well as other career decision making. We have a lot of
highly talented individuals stuck at various levels of qualification
or who have quit the exams altogether. Most of our students
also lack the financial resources to access materials required for
progressing towards qualification.
As a result of globalization, our actuaries especially in the
consulting space, which employs a fair share of students, are
facing competition from nonresident companies and actuaries
for business. This has reduced the capacity for the growth of the
local firms and their ability to recruit and grow their teams.

Actuarial Society of Zimbabwe
The Actuarial Society of Zimbabwe (ASZ) represents the
profession in Zimbabwe. The Actuarial Society of ASZ is a notfor-profit society of actuaries and students that is committed to
furthering the profession in Zimbabwe and the world. The
Society is governed by a Council/ governing Committee which I
have been privileged to sit on. The Council is the governing body
of the Society and makes the day to day decisions on behalf of
the Society. Members of the Council are voted into biennial

terms by the paid up members of the Society at an Annual
General Meeting. The council governs the society with reference
to a constitution that was adopted by members.
The profession and the Society in Zimbabwe is made up of
approximately 200 students who are at various levels of
qualification and approximately 8 resident qualified actuaries.
There are more qualified actuaries outside of Zimbabwe who are
paid up members of the Society. The majority of our members
are also members of the Institute and Faculty of Actuaries (UK)
and the Actuarial Society of South Africa.
The Society is currently working to develop practice modules for
the Zimbabwe market as well as develop areas which actuaries
can apply the skills for the benefit of the public in Zimbabwe.
For further details on the Society, to find out about our
upcoming events or volunteer to help us, please visit
www.zimactuarialsociety.org.zw; email
administrator@zimactuarialsociety.org.zw or visit our YouTube
Channel “The Actuarial Society of Zimbabwe”
For further details on the profession in Zimbabwe or to be put in
contact with people in various practice areas, please
email me or get in touch via LinkedIn (“Sam L Mawoyo").
Further details on our Society are on the Actuarial Society of
Zimbabwe's website.

The information and opinions expressed within this article are
entirely the authors’ own opinion. They do not represent the
views of the author’s employer, professional associations or any
other professional body.
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Actuaries in Public Policy
By Elayne Grace
In 2016, actuaries shed light on complex debates from housing
wealth to retiree living standards, and the increasing use
of personalised data in insurance. Public policy recommendations
by the Actuaries Institute continued to draw endorsements from
leading policymakers. Here, Deputy CEO and Head of Public Policy,
Elayne Grace reflects on the important work of the Institute in
2016, and discusses plans for 2017.
The Actuaries Institute provides expert commentary on public
policy issues to better inform policy debates and increase
awareness of the profession.
Guided by public interest and the principles of transparency,
fairness and good regulation, the Institute aims to shed light
on financially sustainable policy options that also
provide positive consumer outcomes.

Thought leadership
In 2016, the Institute's public policy research and analysis focused
on the longevity challenges facing Australia's ageing population.
Our Green Paper ‘Unlocking housing wealth –
options to meet retirement needs ’ explored how the family
home could help mitigate longevity risk and improve retiree
living standards. This paper was developed by a working group
chaired by PwC actuary, Catherine Nance.

We also released a Green Paper ‘The Impact of Big Data on the
Future of Insurance’ in 2016 which found that greater risk
transparency through personalised data profiling can facilitate
better consumer behaviour, but that government will need to
tackle issues such as privacy, and unaffordable premiums
for high risk or 'uninsurable' individuals. This paper,
launched in November, received significant media coverage
and was also promoted through our See What We See
advertising campaign.

"The Institute is good at being able to give an
independent view...we're out there to help the public in a
particular issue where we have some expertise," Jenny
Lyon, 2017 Institute President and PPCC member

Policy activities in 2016
In June, APRA released an important discussion paper on the
role of the Appointed Actuary and actuarial advice within
insurers. Working across practice areas, this presented a
great opportunity for our profession to consider how this vital
role could be improved to ensure better prudential and
strategic outcomes.
In Superannuation, we continued to push our concerns on
product dashboards disclosure. We organised industry
stakeholders to consider the development of a long term risk
metric; a move welcomed by the Productivity Commission.
Special thanks here must go to Andrew Boal who has given
nine years of public policy insight as Superannuation Practice
Committee (SPC) Convenor. Andrew stepped down from this
position in January 2017 but will continue to work with the
SPC.
In General Insurance we wrote submissions and attended
roundtables on CTP scheme review and National Injury
Scheme in Queensland. In life insurance we wrote on the
risks and opportunities of robo advice.
We continued to build on our cordial and productive
relationship with the Productivity Commission, responding to
three submissions this year:
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▪ Competitiveness and efficiency of the superannuation
system;
▪ Proposed superannuation system-level objectives; and
▪ Data Availability and Use
As always, the Institute had significant engagement with
Treasury, the regulators and the government, providing our
pre-budget suggestions as well as feedback on the major
superannuation proposals in the 2016 Federal Budget.
We held four very successful media roundtables in Sydney,
Melbourne and Canberra, building the Institute's
relationships with senior trade press journalists. We
engaged with Senator Katy Gallagher, Wayne Byres, Geoff
Summerhayes, Helen Rowell, Kevin Davis, David Murray
and Graeme Samuel.

The PPCC
The Public Policy Council Committee is made up of members
from a cross range of actuarial practice. Each member brings a
unique perspective to the committees' discussions of current
and emerging policy issues and how these may be helped by
actuarial analysis. PPCC discuss which policy issues should be
our areas of focus and reviews all new policy positions to ensure
they are balanced, accurate and in the public interest.

In line with our Strategic Plan, we ran an Insights Session to
encourage and empower members to improve their
influence and speak out on areas of public interest. The
Climate Change Working Group also presented its paper
'Climate Risk Management for Financial Institutions’ at the
General Insurance Seminar.

Michael Rice (centre), Convenor of PPCC

Plans for 2017
Two major areas of focus for the PPCC this year are mental
health and life insurance products.
In 2017, the Institute will release a series of short thought
leadership papers. These will present key insights into specific
policy challenges such as genetics, climate change, private
health insurance affordability and data analytics.
Following previous collaborations with the UK and US actuarial
organisations, we will also be publishing a comparison of
retirement adequacy across the three countries.
We will continue to have a strong engagement program with our
key external stakeholders.
I would like to thank all our members in Practice Committees,
the PPCC and others who have been involved in developing
public policy and thought leadership for the Actuaries Institute.
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President's Column
By Jenny Lyon
Actuaries Institute 2017 President Jenny Lyon, outlines her
career journey and passion for people in the profession, as
well as key priority areas for her year as President.
I am looking forward to my year representing all members of
the Actuaries Institute as President.
One of the key things I have learned as a member of Council,
has been that there is a delicate balance between the role of
steward of the profession for the future and the interests of
current members.
Many of us have benefited from the work of others and the
reputation of the actuarial brand. I see a large part of my role as
President to be a brand ambassador for actuaries but I can’t do
it alone, and I hope you will join me in taking on that role
personally.
For those of you who don’t know me, here is a brief history. At
age 10 I came to live in North West Australia (Dampier) for two
years - quite a change from my earlier years in North East
England.
I loved Australia – the big blue sky seemed to offer endless
opportunity - and I vowed to return.

Jenny at age 10 in Dampier,
Western Australia
With a maths degree in hand I arrived in Sydney and started the
actuarial exams while working at AMP and later Towers Perrin in
superannuation and life insurance. From there, much of my
career has focused on recruitment and career management for
actuaries, along with small business management with QED
Actuarial and now SKL.
I have been closely involved with the Institute for many years
including time as Editor of the Actuaries Magazine (in print),
Chair of the CPD Committee, Chair of the Leadership Committee
and the last three years on Council.
My work in recruitment has allowed me to observe changes in
the working environment, education and professional
expectations of actuaries. I have seen that those actuaries who
can develop strong communication, influencing and leadership
skills, on top of their technical qualifications, are well positioned
for their career and to make a significant contribution, to
business, and society. Throughout this year I will be focused on
emphasising the importance of leadership, influencing and
communication skills among actuaries.
Key items that I hope to achieve include:

A young Jenny Lyon in England
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• increasing engagement with younger actuaries and
encouraging them to help forge the future of the profession;
• celebrating the diverse talent pool in our profession including
the strategic advantage we have in having more than 38% of
members (and 58% of students) who speak an Asian
language;
• a clear and practical plan for the implementation of the
education review; and
• a review of our international activities to ensure we are being
accountable, increasing our influence, and making the best
use of our limited resources.
Council and HQ will, of course, continue to work closely together
on the 2015-2017 Strategic Plan to ensure targets are met and
both the profession and the Institute are well positioned for
2018 and beyond.
I look forward to meeting many of you during the year and
would welcome feedback on any aspect of the work of the
Institute and the profession.
Join Jenny Lyon at the 2017 Presidential Dinners next month in
your city.
Register Now to take advantage of this opportunity to meet
with Jenny, share your views and network with colleagues.
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A Story about ‘Mad Dog’ - People vs Mission
By David Bell
CEO David Bell reflects on the leadership qualities of
Trump's new US Defense Secretary, General James 'Mad Dog'
Mattis.
At the end of last year, I attended a meeting of the Retired
Actuaries Group Sydney - RAGS. In the wide-ranging
conversation that followed, the future presidency of Donald
Trump came up (have we talked about anything else since?).
There was talk about (then) President-elect Trump’s future forays
into foreign policy and his attitudes toward China which led to a
discussion about one of his single most important Cabinet
appointments, that of Defense Secretary.
The US Defense Secretary sits atop a vast military machine and
accompanying civilian bureaucracy – the most powerful in the
world bar none. One of the Secretary’s jobs is to translate the
political will of the Trump administration into action by the US
military: the US Navy, Air Force, Army and Marine Corps.
I have thought a lot about the implications of the selection of
(former) Marine Corps four star General James Mattis (pictured
right) to the position of US Defense Secretary. ‘Mad Dog’ as he is
known, (his radio call-sign ‘chaos’ is even more descriptive), is
regarded as a ‘warrior monk’. He has dedicated his entire adult
life to the study of warfare – it’s a fair bet to say that Sun Tzu’s,
The Art of War , is on his all-time favourites reading list.
I personally think he is an inspired choice by President Trump.
His monikers belie the fact that he is a man of action; as well as
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someone who understands the big picture and accompanying
subtleties of being successful as US Defense Secretary.
So where is this all leading?
One of the most well-written newspaper articles I have read is
about then Major General Mattis’ decision to sack one of his
subordinate commanders, Colonel Joe Dowdy, during the
second Gulf War in 2003. It was written by Christopher Cooper
and published in the prestigious Wall Street Journal (for those
you who subscribe, you can access the article here).
Mattis’ action encapsulated one of the toughest decisions any
leader may have to make: do you press on with the mission and
sacrifice your soldiers (Marines in this case), or do you put the
welfare of your people first? While this type of decision is a one
that the military well understands (if not quite accepts), there
are echoes in business and organisational life.
Understanding Mattis’ decision also gives an insight into one of
the most powerful people in the new US administration, and the
apocalyptic power that a President and Defense Secretary can
potentially wield.
For Colonel Joe Dowdy (then) in his forties, commanding the
famous 1st Marine Regiment (3,000 Marines), in war, would have
been all that he would have dreamed of. Only Marine Corps
officers on the fast track get to command Marine infantry
regiments. It would have represented the culmination of years
of training and dedication throughout his 24-year career.
Dowdy’s boss Mattis was the commander of the 1st Marine
Division, another famous Marine formation steeped in history
and sacrifice, and he was also on the fast-track (as recent events
have proven).
The moment leading to Dowdy’s dismissal came down to this. In
the drive to capture Iraq’s capital Baghdad, the 1St Marine
Regiment became stuck near the city of Nasiriyah. Faced with
the option of fighting through narrow streets with limited
armoured support, Dowdy was rightly concerned about the
complicated and bloody battle that would follow, and the
casualties that his men would take.
For his part Mattis had his eye on the bigger picture; he was an
avid proponent of manoeuvre warfare where you never stop and
hence keep your enemy off balance and easier to defeat. He
would have had pressure from above to keep going and get the
war over as quickly as possible. A quick end to the conflict
would mean fewer coalition casualties and the public's appetite
for lengthy conflicts has diminished.
General Mattis vs Colonel Dowdy – there was only ever going to
be one winner. In highly controversial circumstances Joe Dowdy
was removed from command by James Mattis. The WSJ article
sums it up as follows:

‘The qualities of these two Marines eventually tore them apart.
General Mattis, a Marine for 33 years, saw speed as paramount
in the Iraq war plan. Colonel Dowdy thought sacrificing
everything for speed imperilled the welfare of his men.’
Over the years my view on who was right has changed. My
immediate sympathies lay with Dowdy. Exhausted by the
fighting (like everyone else) and wanting to protect his men no
matter what the mission, he held true to his beliefs. In recent
times, re-reading the article, I think Mattis made the right
decision. Yes it was tough on Dowdy, but Mattis understood
what was really at stake. He had the courage of his convictions
to make the gut-wrenching decision which he could not have
enjoyed (Mattis too has a reputation for looking after those he
leads).

I don’t think I need to labour the lessons here for anyone
involved in making tough decisions in any field of human
endeavour. It takes courage to make difficult decisions and often
the easy way out is to compromise or prevaricate. Ultimately
however, these types of decisions involve judgement calls.
Mattis exercised superior judgement on this occasion (and on
many others); it augurs well for someone who has just landed
one of the toughest jobs in the world.
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Love: The Numbers Game
By Victoria Gao
Victoria Gao investigates how the unruly patterns of love can be
uniquely deciphered using maths and presents three top tips,
just in time for Valentine’s Day.
Love is one of those human conditions that is difficult to define
and even harder to explain. In Shakespeare’s Romeo and Juliet ,
love is described as the most wonderful form of madness – the
intense passion that can take you from the highest highs to the
lowest lows. For most people, this madness is a core pursuit in
life – from dating, to relationships, to marriage. Yet ironically,
there are few human emotions harder to feel, develop, offer,
accept or maintain as love. For centuries, it has been the riddle
that philosophers, singers and mathematicians alike have
attempted to solve.
In today’s age, the abundance of data has allowed us to use
patterns to shed some light on love. In her TED talk, University
College of London mathematician Hannah Fry argues:
“Mathematics is ultimately the study of patterns — predicting
phenomena from the weather to the growth of cities, revealing
everything from the laws of the universe to the behavior of
subatomic particles… Love — [like] most of life — is full of
patterns: from the number of sexual partners we have in our
lifetime to how we choose who to message on an internet dating
website. These patterns twist and turn and warp and evolve just
as love does, and are all patterns which mathematics is uniquely
placed to describe.”
From Fry’s statistical findings about love, here are three lovely
tips (pun intended) just in time for Valentine’s day:

Top Tip #1: How to win at online
dating – Don’t be very attractive
Online dating website, OkCupid, was started by a group of
mathematicians and they have been collecting data on
everybody who uses their site for almost a decade. It turns out,
in online dating, how attractive you are does not dictate your
popularity - having people think that you're ugly can work to
your advantage. Why? According to Fry, the best case scenario is
when you think they are attractive but you suspect that other
people won't necessarily be interested. That means there's less
competition for you and it's an extra incentive for you to get in

touch. Whereas compare that to if you think somebody is
attractive but you suspect that everybody is going to think
they're attractive. Well, why would you bother humiliating
yourself, let's be honest?

Top Tip #2: How to pick the
perfect partner – Reject the first
37% of your dates
Say you start dating when you're 15 and ideally, you'd like to be
married by the time that you're 35. And there's a number of
people that you could potentially date across your lifetime, and
they'll be at varying levels of goodness. Fry’s maths says that:
“you should reject the first 37% of your dating window as
serious marriage potential. And then, you should pick the next
person that comes along that is better than everybody that
you've seen before”. In other words, to have the highest chance
of picking the very best suitor, you should date and reject the
first 37% of your total group of lifetime suitors.

Top Tip #3: How to avoid divorce –
Argue a lot
Psychologist John Gottman observed hundreds of couples
having a conversation. What he found was that one of the most
important predictors is the negativity threshold. This can be
thought of as how annoying the wife can be before the husband
starts to get angry, and vice versa. Intuitively, good marriages
should be about compromise and understanding. So logically,
the most successful relationships were ones that had a high
negativity threshold, right? The mathematics shows the opposite
to be true. The most successful couples are ones with a really
low negativity threshold. These couples don't let anything go
unnoticed and allow each other to complain. As a result, they
are continually trying to repair their own relationship and hence
have a much more positive outlook on their marriage.
If you are like me, these statistics were insanely hilarious and
unexpected. And that is the beauty of statistics. They don’t apply
to everyone – statistics are just the “most likely” case but where
could always be an outlier.
Perhaps that is why we cannot easily define love. Love is an
experience uniquely our own. Perhaps in one way or another,
we are always the outlier in love.
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An Overview of the Actuaries Climate Index
By David Hudson
In this article, David Hudson from the Institute's Climate Change
Working Group reviews the recent release of the Actuaries
Climate Index (ACI) by American and Canadian actuaries,
highlighting its uses and feasibility for UK, Europe and Australia.
On November 30, 2016 the Actuaries Climate Index (ACI) was
launched by organisations representing the actuarial profession
in the USA and Canada.
The Index measures changes in the frequency of extreme
weather, compared to the period from 1961 to 1990.
It is intended as an "objective measure of observed changes in
extreme weather and sea levels" and "to provide a useful
monitoring tool of climate trends...updated quarterly as data for
each meteorological season becomes available", according to
the ACI's webpage.
Five measures of extreme weather and sea level changes are
linearly combined into a single index, the ACI.
The ACI is calculated using a five yearly rolling average.
• ACI = mean (T90std - T10std + Pstd + Dstd + Wstd + Sstd)
• T90 – number of days with temperature above the 90
percentile

Above is the combined ACI up to the present. As for any normal
distribution, a value greater than ±1 would be seen as unusual
while a value of ±2 would be seen as very rare. The last 5 year
rolling average reading was above 1 with the last three quarterly
readings being 1.3, 2.16 and 1.46.

What are its potential uses?

th
th

• T10 – number of days with temperature below the 10
percentile
• P – maximum rainfall per month in 5 consecutive days
• D – Annual maximum consecutive dry days

• W – Frequency of wind speed above the 90th percentile
• S – sea level changes
The measurement of observed extremes was chosen as these
events constitute the greater impact on mortality, health and the
economy. The control period is from 1961 to 1990 where the
average ACI was 0 and it never deviated more than ±0.3. There
are 12 sub regions across Canada and the United States (not
including Hawaii) where data is grouped. The Central Arctic and
Midwest region have no sea level component so the other 5
statistical anomalies are averaged.

“The Actuaries Climate Index™ could be of great use to the risk
transfer industry, providing the industry and its participants with
a new set of data related to the increased frequency of extreme
weather events..” - ARTEMIS on JANUARY 25, 2017
The ACI is a free tool which can be used when measuring the
severity and regional variety of changes in insurance and
investment needed because of the rapidly changing
environment.
The data collected for components of the index were recently
used in the Aon 2016 Annual Global Catastrophe report. This
report contained conclusions that the probability of a
catastrophic weather event occurring in any given month and the
probability of billion dollar weather events have both roughly
tripled since the end of the control period of the ACI.
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The ACI may be used in France to provide one of the data
references used by actuaries, auditors and CFO’s of Publicly
Listed Companies in their mandatory carbon reporting (Article
173).

“The Actuaries Climate Index™ (ACI) is intended to provide a
useful monitoring tool—a “Climate at a Glance” indicator”
http://actuariesclimateindex.org

Feasibility for Australia
“an extension (for the UK/Europe) would be technically feasible,
and that no changes to the formulation of the index would be
required; the main challenge would be that of selecting the
optimal datasets...”
www.actuaries.org.uk
The Institute and Faculty of Actuaries has commissioned a
feasibility study into the adoption of an ACI for the UK and
Europe. The results of the study were positive with an identified
problem being the strength of the data across Europe. The study
concluded that a UK/Europe ACI would be as robust as the US/
Canada ACI if the data collection was restricted to areas with a
sufficient density of weather stations.
The following table is from the Australian Bureau of Meteorology
website. An initial review of the number and location of weather
stations and the data collected by these leads me to believe
there are unlikely to be such barriers to finding robust data sets
in Australia.

http://www.bom.gov.au/climate/change

Conclusion
The ACI is very new and there have been minimal examples of
the data being used in the industry as yet, however, the relative
ease at which this index could be applied means there is little
reason not to transfer the ACI to our region. In fact, a similar
study based on extremes of rainfall, temperature and soil
moisture content was produced in a paper by Ailie J. E. Gallant
and David J. Karoly at the University of Melbourne in 2010.
Finally, it will be easier to reproduce the ACRI (Actuaries Climate

Risk Index) which is looking to quantify the cost of extreme
weather events, if there is already the data set collected for the
ACI.
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Wealth Management Investment Competition
2016-2017 - Mid-Year Update
By Martin Hickling
In this year’s Investment Competition 163 participants answered 10. The AUD/USD exchange rate won’t see a lot of downside and
20 demanding propositions put to them as if they were an
should remain above 68.0 cents.
Investment Analyst / Economist. It is time for your mid-year
◦ The AUD/USD rate is up since 30 June. Well done.
performance review. Some have made happy their Portfolio
11. China is unlikely to see a manufacturing recession with the
Manager boss, while others have some explaining to do!
PMI holding above 47.0
◦ So far so good, although with China data you can never be
With the first half of the financial year complete, based on the
sure.
key messages from the majority of participant views your
12. Volatility on the Australian equity market is likely to remain
Portfolio Manager boss has made the following comments as
modest at under 20.0
part of your ‘balanced scorecard’:
◦ The VIX is down and volatility has been low.
13. The RBA is unlikely to cut rates more than once in the
1. The oil price doesn’t have much chance of rising above
financial year
US$75.00/bbl
◦ We’ve got one cut, and markets are not pricing any more.
◦ Pretty good so far, the oil price is up, but not by too much
Top of the class!
2. The Japanese 10-yr bond yield is highly likely to remain
14. The Fed is unlikely to raise rates more than once in the
negative
financial year
◦ Not impressed. Looking wrong here, although the BoJ is
◦ We’ve had one rate increase by the Fed. One more is
targeting 0.0% for the 10-year bond yield so you might yet
looking on the cards.
be saved.
15. CBA is expected to be a better performer than BHP
3. The S&P ASX 200 price index is expected to remain under
◦ Oh no. BHP is up 42% and CBA is up 14%. What sort of
6,000
stock analyst are you?
◦ The index is up but still below 6,000, so you’ll looking ok
16. The US unemployment rate is expected to remain below 5.0%
4. There is not much chance that 5-yr credit spreads in Australia
◦ So far so good, but it is close.
will blow out to more than 200bp
17. The gold price is expected to remain below US$1,500
◦ Good call. Credit spreads have even contracted since 30
◦ Well done. It has remained pretty flat.
June.
18. The Australian 10-yr government bond yield will be below
5. It is quite unlikely that Australian house prices will fall by
2.0%
more than 5%
◦ You missed the biggest call of the year – the bond market
◦ Well done. That now looks pretty safe as houses.
selloff
6. The iron ore price is expected to stay above US$40/t
19. It is harder to call where Australian inflation-linked bonds will
◦ The iron ore price is much higher.
trade, but there may be modest downside from 0.90%
7. The Japanese economy is not expected to fall into near
◦ Not good. I know you weren’t that sure, but inflation-linked
recession
yield have backed-up, not fallen.
◦ Too early to call, but looking good.
20. We have no idea if Greek bond yields are going up or going
8. Melbourne weekend residential auction clearance rates will
down!
remain above 65% next Autumn
◦ Fair enough. No one seems to know that!
◦ Clearance rates are holding up, but let’s see how it turns
out.
Your ‘balanced scorecard’ of +8 is an ‘Excellent’ outcome. Your
9. US equities are expected to perform solidly, with the S&P 500
score comprises +13 for your views that are looking as if they
index expected to rise to above 2,200
will be correct; -5 for your views that are looking as if they will be
◦ Good call. The S&P 500 index is above 2,200 as you called
wrong; and 0 for the two questions that it is too early to make
it.
any comments upon.
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The following tables shows the initial level of each proposition
and its current status which has been used to rate you in the
‘balanced scorecard’.

Top ranking participants

‘Cash-Out’ factors for each
proposition
Each proposition was scaled depending on the
responses from participants in the competition,
somewhat like a parimutuel betting pool. The scaling
factors for each proposition were published during
August 2016 in the following article: Wealth Management
Investment Competition 2016-2017

To determine the mid-year performance for each
participant, each proposition was given an assessed
probability by this author. By its very nature, the
assessed probabilities are highly subjective and
indicative only. For each proposition, based on the
assessed probability a Yes/No ‘cash-out’ factor has
been calculated. It should be noted that this competition
does not offer a ‘cash-out’ option to its participants, so it
is only used for illustrative purposes. The ‘cash-out’
factors are shown in the following table:

Each participant started with 20 points. Applying the
‘cash-out’ factors to the responses of each participant
gives a current score. At mid-year, the top score is
29.50. The bottom score is 14.37. The median score is
20.0. The following table shows the current top 5
participants in the competition.
Rank

Name

Score

1

Colin Grenfell

29.50

2

Stephen Woods

27.84

3

Chao Gan

27.09

4

Mark Hancock

26.82

5

Mudit Gupta

26.77

The person who responded ‘unsure’ to all twenty
propositions remains on 20 points!
The correlations and other details
There is close relationship between the mid-year
ranking of participants and how ‘bullish’ they were rated
at the commencement of the competition. The bulls are
winning!!
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Much of the volatility between individuals that is not
explained by the ‘bullish’ factor relates to the
participant’s response with regard to the 10-year
Japanese bond yield remaining negative. The ‘No’
response had a very high scaling factor, and so far it is
ahead.
Summary
Your Portfolio Manager boss is pretty happy, but there is
still a long way to go in this financial year. As we have
seen during the second half of calendar 2016, anything
could still happen from here!
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