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The evolution of disability insurance within
superannuation
By Andrea McDonnell and Geoff McRae
Disability cover has received considerable media attention
recently which has led to significant analysis and review from
superannuation funds and their insurers (and reinsurers) on
several key issues. Here, Senior Consultants at Rice
Warner, Geoff McRae and Andrea McDonnell, outline the
issues and the future of this evolving provision.
All MySuper products and many Choice products provide death
and Total & Permanent Disability (TPD) cover. Some funds also
offer income protection (IP) products which pay an income to
partially replace wages on becoming disabled.
A study by SunSuper showed that about 36% of successful TPD
claimants were returning to work following recovery from their
disability with other funds reporting similar results without the
same detailed analysis carried out by SunSuper.
These results raised the obvious question of whether members’
premium payments were being used to pay genuine claims.
Lump sum TPD payments receive favourable taxation treatment
compared with monthly disability income payments. However,
the lump sums are generally being applied to take the place of
income no longer able to be earned by the disabled member.
This raises questions as to the adequacy of the lump sums and
the need for customised advice for each claimant on how to
effectively deal with the lump sum.
There have been examples funds offering opportunities for antiselection such as:
• Allowing past recipients of terminal illness and/or TPD
benefits to re-enter funds and be provided with further
unrestricted TPD cover.
• Allowing new fund members to take out significant amounts
of additional cover with little or no requirement for the
applicant to be “actively at work”.
• Continuing the provision of standard TPD cover for members
who have been potentially unemployed for a significant
period (as evidenced by cessation of contributions).

claims. It had previously been used quite selectively with its use
being limited by the late notification of claims.
With an upgrading of processes to encourage early notification
of claims, its wider use is being trialled by most insurers. The
main initial focus has been on disability income claims rather
than TPD claims.
With limited awareness among members of the death and
disability cover provided by superannuation funds, many claims
are not notified to the fund and its insurance company until
many years after the claim event. This has presented significant
issues in sourcing appropriate medical and other evidence to
allow the assessment of the claim and the eligibility of the
member for the cover at the time of the claim event.
Bad publicity of high decline rates
2016 was a year of significant adverse media attention on death,
disability and trauma insurance coverage.
This media attention has:
• Led some fund members to question the value of their
insurance cover.
• Influenced the outcome of some industry fund insurance
tenders.
• Highlighted the wide range of methods used by insurers in
determining the proportion of claims being declined.
Following the ASIC research referred to above, one insurer
was reported to be declining 37% of its disability claims. On
further investigation, it was found that the insurer was using
a much broader definition of “disability claim” than any other
insurer in the industry. Many of its declined claims would not
have been considered to be claims by other insurers. This
example highlights the need for a standardised approach to
recording claims as well as a standard method of counting
the time from when the claimant initiates the claim process
to when the claim is paid or declined.

Only recently have insurers in the group market sought to
consider rehabilitation across a broad spectrum of disability
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Affordability of cover
Significant increases in premium rates since 2013 have put a
greater focus on:
• The degree to which superannuation savings are being
reduced by insurance premiums.
• A reasonable balance needs to be maintained between
initiating cover (and keeping cover in place) for different
groups of members and the impact that the premiums have
on superannuation savings.
• The equity of the premiums being charged to different groups
of members.
• There is now a greater focus on identifying cross subsidies
between different member groups and considering whether
this is appropriate.

The industry response
Many issues have been raised by the media concerning the
management of TPD benefits provided for fund members. Not
surprisingly there has been a multi-faceted response from the
industry. Important elements of this response include:
• Updating the TPD definitions with aim of making them more
closely aligned to the best interests of all members
• Strengthening the risk control provisions in policies
• Modernising claims management processes
• A move to paying TPD claims by instalments and
consideration of greater co-ordination of TPD and disability
income benefits
• Improving member communication facilities; and
• A greater focus on the cost of insured benefits to different
groups of members

The future
Disability cover in superannuation is an evolving provision. The
disruptions in the group market since 2013 have led to a lot
greater degree of analysis of the drivers of the claims experience
with the main responses being the tightening of TPD definitions,
the increasing risk controls, the move to pay TPD by instalments
and the greater use of rehabilitation and retraining aligned with
early notification strategies, in some cases co-ordinated with
employers and workers’ compensation providers.
It is expected that the payment of TPD by instalments will
expand and in time will lead a combination of TPD and disability
income provisions in some funds.
The actual insurance provisions and processes will be more
tailored to the circumstances of particular membership groups
within funds.
Already, we are seeing large funds establish significant
partnerships with their insurers, recognising that it is the
interests of both to build a sustainable insurance business which
provides good value for all members.
We expect a transitional period for the superannuation industry
before benefits are better aligned to member needs and
insurance becomes more profitable.

The full and original version of this article, containing
further detailed information on this issue and the industry
response, can be found here.
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Climate Risk Management for Financial
Institutions
By Alison Drill, Sharanjit Paddam and Stephanie Wong
The authors of 'Climate Risk Management for Financial
Institutions' - a paper presented at the General Insurance
Seminar in November 2016 - discuss how financial
institutions can play a critical role in managing the
potential financial risks posed by climate change.
Financial institutions play a critical role in our economy. They
are the front line in managing all financial risks, including those
posed by climate change. The stability of our economy and
financial system as a whole will depend on how quickly and
deeply financial institutions adapt to the risks faced by the
Australian economy from climate change.
Climate change is likely to directly impact economic sectors that
make up nearly 50% of gross value added in Australia. Further,
secondary effects, such as through financial institutions and
employment opportunities, will result in an overall impact on
the Australian economy that is substantial and material.
Households can be exposed to a variety of climate risks. People’s
homes, wages, superannuation, investments, insurance
premiums, energy bills and home repair bills will all be adversely
affected by climate change. Businesses are similarly exposed
through their physical assets, to increased disruption to their
own operations and throughout the supply chain, and finally
through legal liability.

Australian legal profession suggests that many climate change
risks “would be regarded by a court as being foreseeable at the
present time”. It is possible that Australian company directors
“who fail to consider climate change risks now could be found
liable for breaching their duty of care and diligence in the
future”.
Boards will need to identify, quantify and manage climate risk
exposures across their operations, not only because of these
legal issues, but also because of the material impact on their
customers and shareholders.
We discuss in our paper how financial institutions can establish
and follow an Enterprise Risk Management framework to bring
together the multiple ways climate change poses risks to all the
company’s stakeholders. This framework facilitates a rigorous
cost-benefit analysis to compare adaption and mitigation
strategies, and allows the company to actively manage and
validate the plan over time.
A link to the full paper is here.

Since the Paris Conference of the Parties in 2015, the questions
faced by Boards have changed rapidly. The ratification of the
Paris Agreement on 4 November 2016 has provided certainty
that governments will act to address the threat of climate
change, and a growing realisation of just how much impact a
transition to a low carbon economy will have on the world
economy. While the time frames involved may be long and there
is uncertainty around the extent of effects, there is little
uncertainty about the fact that change will happen, and that
financial institutions need to adapt to the evolving business
environment in order to protect their enterprise value.
It’s about the customer, and the shareholder
We have passed the point of considering whether or not Boards
need to act. Recent legal opinion from leading members of the
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The Carer Pay gap
By Jennifer Lang and Julia Lessing

In Julia Lessing’s recent post, she analysed the likely reasons for
the gender pay gap between men and women, and concluded
that based on available evidence, at least some of it is due to
discrimination. But what else is behind it? This week’s post looks
at the Carer Pay gap – a gap in pay that currently
disproportionately impacts women.

What (non discrimination)
factors contribute to
the gender pay gap?
Last week, we looked at the KPMG report on the gender pay gap.

This insight, combined with the KPMG analysis, makes me
wonder whether some of the gender pay gap could also be
classified as the “carer pay gap”. Are men, on average, more
willing and able to work longer or harder because they see their
role in the family as the breadwinner? Is this possible because
they have a partner (probably a woman?) at home managing the
caring responsibilities? Are men more willing to negotiate for
better remuneration because they see that as part of their role
as the family breadwinner? If these hypotheses are true, is it
possible that some of these factors may even be acceptable to
Australian men and women? Let’s consider some current
statistics about Australian families.
While we are observing increasing rates of workforce
participation amongst Australian mothers, Australian culture still
currently favours a domestic arrangement where mums stay at
home and dads work. A 2013 study shows that the 83% of
mothers with children aged 0 – 11 who are not working cite
reasons related to family or preference for not working. Only
11% of these mothers suggested their decision not to work
related to finances (either their partner earning enough, or the
financial implications of childcare).
Jobless mothers’ and fathers’ reasons for not working, by
age of youngest child, couple families with children aged
0-11 years, 2006-10

After sex discrimination, the other factors (such as part-time
work and employment gaps) contribute to the remaining gender
pay gap. Last week’s article prompted comments and
observations from several male actuaries who noted that if sex
discrimination is a contributor to the actuarial gender pay gap,
they believe this is not a result of conscious discrimination.
Suggestions for the underlying causes of the observed pay gap
include men being prepared to work harder, or longer hours, as
well as men having a higher propensity than women to negotiate
higher remuneration or bonuses.
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understand the gender pay gap, we need a measure that allows
for this. Perhaps average salaries in each industry, based on
similar roles and adjusted for tenure, would show a more useful
comparison than a single aggregate measure.

What about non-financial benefits of
work?

Note: Parents could nominate more than one reason for
working. Data are reported for parents who are unemployed or
not in the labour force.
Source: LSAC Waves 2 to 4S
Of those families where both parents are employed, the most
common configuration is one parent working full-time and the
other working part-time (see below). This information, combined
with the WGEA statistics quoted above, suggests that women are
more likely to be employed part-time than men.

The figures above give us an indication of the typical family
arrangements in Australia. Personally, I have worked full-time as
the primary breadwinner for most of my 17 years of
motherhood. The importance and focus I have placed on the
financial benefits of work have been far greater than most other
mothers in my circles who are not the family breadwinners.
While the financial benefits are important to those women, they
often place higher value on the non-financial benefits of their
employment, such as having part-time work that fits around
their kids or having a job that doesn’t expect significant overtime
or taking work home. Often they are reluctant to ask for a pay
rise, or decline promotion opportunities as they don’t feel they
could take on additional responsibilities at work. Others are
resigned to the fact that the pay scale in their female dominated
industry (e.g. teachers, nurses) is based on tenure rather than
performance, and therefore their remuneration is not up for
negotiation anyway.
This concept is not restricted to women alone. Recent employee
research, including the 2012 HR Beat survey suggests that
employees, particularly “millennials”, want more than just
financial remuneration in return for their time at work. Today’s
employees want flexible working hours, training and mentoring
from their jobs. We must consider the full range of factors,
beyond financial benefits, that people value at work.

Is a “carers pay gap” reasonable?
So how do we reasonably reward people who are taking on
carers roles? Mandatory pay scales? Tenure based pay rises in all
industries? I suspect this would not be palatable to many
workers. If some of the drivers of the gender pay gap relate to
the preferences of Australian families, we may never observe
perfect gender pay parity by the definition currently used. At
best, we will need to allow for some of the differences such as
time out of the workforce.

Note: Excludes parents with labour force status or hours not
stated. Parents who are “away from work” are employed, by
definition (see Table 2). “Jobless” includes unemployed and not
in the labour force. Percentages may not total exactly 100.0%
due to rounding.
Source: Australian Population Census, ABS, various years
(custom data reports)
In fact, fellow Actuary Nicolette Rubinsztein, in her recent book
Not Guilty, extolls the virtues of women working part-time while
raising a family, suggesting that this is the ideal way for mothers
to manage their careers.
So while the KPMG analysis shows that commonly held beliefs
such as part-time work and interruptions to working years do
contribute to the gender pay gap, these may be related to
preferences of Australian families. If this is the case, we may not
see gender pay parity at an aggregate level until we have
equality of caring responsibilities at home and equal numbers of
men and women in similar roles in all industries. To properly

Some aspects of our workplace culture, such as rewarding
workers who are willing and able to work very long hours,
combined with our typical family structure where fathers work
full-time as main breadwinners and mothers work part-time
while balancing caring responsibilities, may also contribute to an
observed gender pay gap.
Consideration should also be given to non-financial benefits of
work, such as flexibility and industry preference, if these are
considered by individuals as a fair trade-off for lower financial
remuneration.
In my last article, I found substantial evidence for a gender pay
gap that cannot be explained by preferences or caring roles. This
article shows that women are much more likely to take on caring
roles, and hence be in parts of the workforce (part-time, gaps in
employment etc) with reduced pay.
However, on a like-for-like basis, people should be paid fairly for
their work performed, irrespective of their gender. It appears
that the direct and indirect sex discrimination in Australian
workplaces means we still have a way to go before we achieve
gender pay parity in Australia.
See the original article on Actuarial Eye here.
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Under the Spotlight: Scott Duncan
By Scott Duncan
When Scott Duncan realised his childhood dreams to become “a
swimming coach, cruise boat captain or a policeman” were not
entirely suitable, he became an actuary. Now a Senior Actuary at
Taylor Fry, Scott tells us how passionate he is about his job and
also shares his hopes of mingling with wizards.
View the video here:
https://youtu.be/455BPJ9I0Wg?rel=0

What do you like doing when you’re not working? I enjoy
ocean swimming, jet skiing, cooking with my girlfriend Sarah and
reading.

The last book I read (and when)... I finished Harry Potter and
the Deathly Hallows last week. (Yep, pretty late to the Harry
Potter bandwagon.) After a recent holiday to the US I’m now
reading JFK – His Enduring Legacy.
My favourite artist/album/film... Volbeat / Rock the Rebel /
The Rock
What gets my goat... Golden syrup… It’s staggering (and
upsetting) how many times I have mistaken golden syrup for
maple syrup.
In my life I’m planning to change… I’d say nothing, but
apparently Sarah would like me to improve my 'time
management skills'.
Not many people know this but I… Enjoy mowing the lawn it’s exceptionally satisfying.
What I find most interesting about my current role... Each
day presents new opportunities and challenges. I’d say the thing
I find most interesting is hearing and reflecting on different
people’s perspectives when discussing a problem.

You’ve presented at recent Institute events on ‘innovation
and disruption’ - what excites you about this field? I’m
interested in new technology and the potential it has to shape
our lives. Above all, I value being able to discuss the
opportunities and issues technology presents with people who
are far better informed than me.
The sport I most like to watch… I can’t say I do this often, but I
enjoy watching Manly (NRL) play at Brookvale Oval.
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My role’s greatest challenge... Closely related to what makes
my job interesting is the challenge of balancing different
people’s perspectives and ideas in the advice we / I provide.
Who has been the biggest influence on my career (and
why)... There are too many people to name individually. I am
lucky enough to have worked with some exceptional and
inspiring people at Taylor Fry.
My proudest career achievement to date is… Realising taking
the time to understand the context in which advice is given
always results in better advice.
10 years from now, I will be… continuing to work on my 'time
management skills'.
If I were President of the Institute, one thing I would
improve is… Actuarial stereotypes. The three top autofill
options when you type 'actuaries are' in Google 'boring',
'useless' and 'evil' surely can’t all be true!
If I could travel back in time I would… have gone to the
theme park 'Sydney’s Wonderland' more often while I still had
the chance.
If I won the lottery, I would… buy a house in Diagon Alley at
Universal Studios Orlando.
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Pre-Budget Submission - 2017/18
By Elayne Grace and John McLenaghan
The Actuaries Institute’s Pre-Budget Submission encourages
timely Government action to introduce and promote
Comprehensive Income Products for Retirement (CIPRs);
facilitate the rationalisation of life insurance legacy products;
and implement stronger risk mitigation measures to protect
against the potential impacts of climate change.

The introduction of CIPR-style products should deliver greater
income security and protection throughout retirement. The
Institute has encouraged the Government to move quickly to
establish a CIPR framework and remove any social security
means testing and taxation policy settings that constrain CIPR
product development and consumer take-up.

Each January the Institute makes a submission to Treasury
aimed at influencing some of the policy initiatives that are
included in the May Federal Budget. Usually the Institute
reiterates some of the policy proposals that is has advocated
over the previous 12 months and occasionally, comments on
recent Government decisions.

Rationalisation of life insurance
legacy products

This year, the Institute’s Pre-Budget submission has been
framed around proposals to help maintain the sustainability and
efficiency of the superannuation and insurance sectors. By
encouraging the public to protect itself against various financial
risks, the ongoing pressure on the cost of social services can be
reduced.
This outcome is consistent with the Government’s goal “to
sensibly and responsibly restrain government expenditure”
whilst continuing to “provide the services the community needs
and expects” (Minister for Small Business Michael McCormack 9/
12/2016).
To pursue those aims, whilst meeting community expectations,
the Institute proposes the Government quickly adopt the
following policy approaches:

Encouraging retirement income
streams (CIPRs)
The Institute has actively outlined the financial risks facing
future retirees based on their current age and wealth profile in
research reports such as the ‘Longevity Tsunami’ (2012) and
‘For Richer, For Poorer’ (2015). The Government goal of
protecting retirees against longevity risk is supported by the
Institute. Many of those risks can be partially managed by the
introduction and promotion of Comprehensive Income Products
for Retirement (CIPRs). CIPRs are an outworking of the Financial
System Inquiry’s (FSI) investigation of the efficiency of the
superannuation system.

The life insurance market has experienced some consumer
backlash recently, due in part to outdated policy terms and
conditions (including health definitions). The Institute argued for
the introduction of a mechanism to facilitate the rationalisation
of life insurance legacy products and the FSI Committee
supported the proposal (see FSI Rec 43). This matter has been
an issue for considerable time now despite general acceptance
that the proposal has merit.
Further support for the reform was contained in a recent APRA
parliamentary submission (PJC Corporations & Financial
Services, 30 November 2016), it opined:
“The contract between a life insurer and a policyholder is very
long term; it is difficult to renegotiate the terms of the product
and the insurer must be ready and able, in some cases, for
decades, to fulfil its obligations under the contract.
APRA therefore continues to support the FSI recommendation
regarding the rationalisation of legacy life products. Legacy
products become more complex and expensive to administer
over time and are prone to problems such as the use of
outdated medical definitions.
There are a range of legal, consumer and tax issues that inhibit
an insurer’s ability to update legacy products. Introducing a
rationalisation mechanism, as recommended by the FSI, would
help address this issue; this, however, requires legislative
change.”
The Institute agrees with APRA’s view and our submission urges
Government to pursue legacy product rationalisation more
vigorously. Instilling greater public confidence in the life
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insurance sector will potentially boost demand for risk products
with the consequent effect of reducing social service payments.

Climate Change and Natural
Disaster Funding
Based on expert scientific findings, the Actuaries Institute
recognises that climate change is expected to have major
environmental, economic and social impacts, and poses a
serious risk to the industries that actuaries advise.
We estimate an annual natural peril cost to Australia of $11
billion, of which only 40% is insured. This figure excludes public
assets, but does include the cost of intangible losses such as
mental health and family violence as a result of natural
disasters.
Accordingly, we have encouraged the Government to support
policies to improve resilience against natural disasters and to
design funding mitigation and adaptation measures supported
by comprehensive cost benefit analyses. The Institute’s view is
that a timely investment to mitigate the potential impacts of
climate change will protect future budgets from significant
adverse effects to the revenue.
The Institute expressed disappointment with the Government’s
recent decision not go to ahead with the $200m p.a. disaster
resilience fund proposed by the Productivity Commission in its
2015 final report. We believe that annual outlay could
dramatically reduce the economy wide costs of increasingly
intense climactic events and recommended the funding decision
be reviewed in the forthcoming budget.
In addition, the Institute has repeated its call for Government to
include estimates of the future costs of natural disasters to its
budget in the Statement of Risks. The Statement should include
both expected costs and also costs at different annual return
intervals. This provides transparency and encourages planning
for the expected cost of natural disasters.

Michael Rice, PPCC Convenor and Elayne Grace, Deputy CEO and
Head of Public Policy will be heading down to Canberra in May
to the Budget lock up so that they can report to members the
important updates affecting the areas in which actuaries work.

Page 11 of 25

Actuaries Magazine

Editorial
By Trang Duncanson
Chief Editor Trang Duncanson presents some of the results
of the recent Actuaries.Digital Magazine Survey and reflects
on plans for improvement in 2017.

• Consider subtitles for videos (so can view easily without
disturbing others)
• Encourage more people to write

Thank you to our members who recently completed our
Actuaries.Digital Survey which asked various questions on the
magazines style, content and new delivery mode.

The Editorial Committee will be continuously discussing these
ideas for improvement, especially the focus on variety, and will
investigate the following:

The Actuaries magazine had a change in format in April 2015
with the move to an online version.

• A refreshed look for the online magazine - it is always
important to trial different options to make navigation and
reading easier;
• a continuation of light- hearted articles focused around key
national events (sporting events, Valentine's Day etc);
• bringing back the regular column focused on advice for
professional career and study dilemmas for the 21st century
actuary (in the past known as "Ask Gae"); and
• looking at delivering an annual publication of the magazine
with a layout akin to a hard copy magazine, leveraging many
of the year's popular online articles. This will appeal to a
subset of our readers who prefer to print articles for reading.

Many new volunteer members have joined the Editorial
Committee over the past 12 months, including myself, so now is
a great time to reflect on what improvements can be made to
the magazine in the year ahead.
The magazine remains a fantastic platform that promotes
collegiality and a sharing of stories and relevant issues in the
profession, as well as a platform for other professionals to view
the wide ranging of work of actuaries.
Going digital was always going to appeal to some of our
members more than others. With the move to digital, the
format and publishing cycle of the magazine has necessarily
changed. We now operate on a continuous publishing cycle
(rather than a monthly print cycle) and the way we layout images
and text has shifted. We now include links to more information,
as well as multimedia.

Please let us know what you think by droping an email to
ActuariesMag@actuaries.asn.au, particularly if you missed the
chance to respond to the Survey during October.

Supportive comments from the Survey, including what content
readers enjoy were:
•
•
•
•
•

Variety, timeliness and accessibility
Enjoy the video content, the puzzles
Reasonably up to date, easy to read
Variety of articles, personal profiles and ‘ I am an actuary’
Helps keep in touch with what's going on in the actuarial
community, and up to date with the financial services
industry
• Easy to access
Suggestions for improvements included:
• More articles of ‘facts’
• Consider easier to navigate ‘look’
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Is there really a gender pay gap for actuaries?
By Jennifer Lang and Julia Lessing
In this guest post on Actuarial Eye, Julia Lessing analyses the
statistics on remuneration for actuaries – is there a gap between
men and women? Certainly the headlines suggest there is a gap,
as evidenced by an article sent to Jennifer Lang by at least five
people. But what is causing it? Julia goes behind the headlines.

Australian women still earn less than
men
My eldest daughter is 17 and has just finished high school. She
told me she’d seen a newspaper article showing actuaries on the
list of the 50 best paid occupations in Australia, but noticed that
female actuaries earned less than male actuaries. I couldn’t
believe what I was hearing! As a female actuary and
breadwinner for my family of 6, I’ve always kept close tabs on
my salary and raised any questions or issues about my
remuneration with those in charge of the purse-strings as
required. I know our family arrangements are not typical and
most of my female friends do the bulk of the childcare while
their male partners are the main breadwinners. But surely in
2017 we don’t still have a pay gap? And if we do, what is causing
it?

Getting clear data to understand the
problem
I revisited the Sydney Morning Herald (SMH) article my daughter
had referred to, which listed the 50 highest paying jobs for men
and women in Australia. It showed the average salary for female
actuaries as $136,819 and the average salary for male actuaries
as $196,144. Being an actuary, I quickly clicked through to have
a look at the underlying data.
I was somewhat relieved to see that this large gender pay gap of
30% of actuaries was based on “average taxable income”. From
experience, my own taxable income has fluctuated most
dramatically depending on whether I was working full-time or
part-time. While not referred to in the media articles, the
underlying ATO data can be examined by income bands. This
comparison shows that male and female actuarial professionals
are similar at lower income bands, but the gender pay gap
becomes more apparent in higher income bands.

Looking at the number of individuals and my understanding of
the gender mix of actuaries over time, it would make sense that
the average female actuary is younger and working a smaller
full-time-equivalent load than the average male actuary.
Actuaries Institute membership data from 2015 shows that male
actuarial professionals are, on average, approximately 5 years
older than female actuarial professionals.
The publicly available statistics on the actuarial profession show
that 24.8% of Fellows of the Actuaries Institute in 2015 were
female (although earlier data split by gender is not available).
Interestingly, the ATO data in the table above suggests a higher
proportion (32.3%) of female actuaries than the publicly
available statistics of the profession (perhaps women are more
likely to describe themselves as actuaries on their tax returns).
The 2016 SKL salary survey provides a more like-for-like
comparison between salaries of male and female actuarial
fellows. However, the comparison of full-time salaries based on
experience (rather than age), still suggests that female actuaries
earn, on average, 93% of their male counterparts’ salaries. This
is gap more significant for more experienced actuaries. The
average full-time female salary for an actuary with 15+ years
post qualification experience is only 71% of the average salary
for a male actuary with the same experience.
It appears that the SMH article is drawing conclusions from a
dataset that is not comparing “apples with apples”.
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Is there a gender pay gap in other
professions?

Sex discrimination is the primary
contributor to the gender pay gap

The SMH article covered a range of professions and was based
on tax return data from the ATO, but the gender pay gap still
gets a lot of press. I dug a bit further to see what other analysis
has been undertaken, and found the Workplace Gender Equality
Agency (WGEA) website.

The KPMG study shows that sex discrimination, in both direct
and indirect forms, is the largest contributor to the gender pay
gap. But what does this mean? And how do we fix it? The issue
of sex discrimination in our workplaces affects more than just
pay equity, and like most difficult cultural problems, can be
difficult to identify and address. From a pay equity perspective,
this may affect a range of factors such as promotions and
opportunities for development, as well as fair and equal
remuneration.

Research shows that the gender pay gap can be seen as early as
the first jobs after university. WGEA statistics show that amongst
university graduates there is a gender pay gap:
“Average graduate salaries for women are 9.4% less than for
men. When factors such as personal characteristics, occupation,
industry and education are accounted for, average graduate
salaries for women are 4.4% less than for men.”
I’d heard stories from my mother’s generation about higher
salaries being paid to male candidates, but I was horrified to see
this was still happening in the 21st century.

What is driving this gender pay gap?
In 2009, KPMG undertook a large study to better understand the
gender pay gap in Australia and its contributing factors. It
showed that the gender pay gap between men and women has
narrowed over the last century, but that women still earned
approximately 16% less than men, based on full-time average
weekly earnings.
KPMG updated this analysis in their recent 2016 report.

Actuarial salaries are usually set based on market information,
and are not based on any prescribed pay scales. While salary
surveys conducted by reputable recruitment firms may be used
as a guide, discretion is often used by managers to set the
salaries of their staff members. Remuneration for many of the
professions quoted in the SMH article would be based under
similar conditions. In these cases, the gender pay gap can be
influenced by those responsible for salary negotiations (both
managers and employees).

What should we do about it?
Although the media may exaggerate the gender pay gap using
data that is not like-for-like, it has succeeded in drawing
attention to an issue in Australian workplaces. There is evidence
to suggest that there is still a gender pay gap in Australia, and
part-time work and career breaks appear to have less impact on
the gender pay gap than they have in previous years, possibly
due to a workforce that is increasingly tolerant of flexible and
remote working.
However, conscious and unconscious gender discrimination
remains the single largest factor contributing to the gender pay
gap. If we can find a way to overcome this, there is potential to
improve the culture and diversity within the workplace, as well
as within our communities and at home for our children, our
next generation of workers.
See the original article here
This article is the first of a two part series. In the next article,
Julia will tackle the carers’ pay gap.

It seems that there are a number of factors contributing to the
gender pay gap, including differences in gender mixes across
differently paid industries, as well as the impacts of part-time or
employment “interruptions”. This suggests than using the
aggregate average weekly earnings may not be a helpful
comparison to understand the gender pay gap. However, the
biggest contributor to the gender pay gap still appears to be sex
discrimination. The table above shows that sex discrimination
accounts for 38% (an increase from 35% in 2009) of the 2016
gender pay gap. The report refers to research that suggests
systemic discrimination is a persistent feature of the Australian
workforce, and may include direct discrimination as well as
unconscious bias.
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A History of British Actuarial Thought
By Craig Turnbull FIA

Craig Turnbull, Investment Director at Standard Life Investments
(UK), recently published the book 'A History of British Actuarial
Thought'. In this book, Craig illustrates the development of the
actuarial profession within each of the three key practice areas
of life assurance, pensions and general insurance.

What is the book about?
A History of British Actuarial Thought traces the development
and implementation of actuarial ideas in British life assurance,
pensions and general insurance from the conception of
Equitable Life in the mid-18th century to the start of the 21st
century.
The book discusses how new actuarial approaches were
developed within each of the three key practice areas of life
assurance, pensions and general insurance. It analyses how
these emerging ideas interacted with each other and were often
driven by common external factors such as shocks in the
economic environment, new intellectual ideas from academia
and developments in technology.
A broad range of historically important actuarial topics are
discussed such as the development of the blueprint for the
actuarial management of with-profit business; historical
developments in mortality modelling methods; the
emergence of actuarial thinking on investment strategy for life
and pensions business; changing perspectives on the objectives
and methods for funding Defined Benefit pensions; the history
of early actuarial thinking in general insurance fields such as fire
insurance; the application of risk theory in general insurance
reserving; and the Guaranteed Annuity Option crisis at the end
of the 20th century.
The book also provides an historical overview of some of the
most important external contributions to actuarial thinking: in
particular, the early modern thinking on probability and
statistics, starting in the 1650s with Pascal and Fermat; and the
developments in the field of financial economics over the third
quarter of the twentieth century. The book identifies where
historical actuarial thought heuristically anticipated some of the
fundamental ideas of modern finance, and the challenges that

the profession wrestled with in reconciling these ideas with
traditional actuarial methods.

Who is the book written for?
The book provides a comprehensive intellectual background that
delivers an enlightening and rewarding perspective for both the
seasoned actuarial practitioner and the professional and
academic actuarial student. It will also provide the non-actuarial
financial practitioner (investment managers, quantitative
analysts, risk managers, accountants, bankers) with a window
into the sometimes opaque, perplexing and jargon-filled world
of the actuary.

What do others think?
The book has been endorsed by a number of leading actuarial
thinkers, including Colin Wilson, the President of the Institute
and Faculty of Actuaries, who commented:
“The author sets himself a hugely challenging task to provide a
coherent outline of the development of actuarial thought in
Britain in a few hundred pages. He succeeds triumphantly,
without shying away from some notable controversies. This very
readable account sets the key developments in the context of
broader financial thinking and highlights those areas where with
the benefit of hindsight faster progress might have been
made. Anyone seeking a better understanding of the rationale
behind current actuarial methods or an insight into how these
might develop in the future would be well advised to read this
book.”

This book is available
for purchase online here.
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Aftershock: Can ‘model change’ impact the real
economy in New Zealand?
By Alex Pui
Alexander Pui discusses the interaction of catastrophe
modelling, under-insurance, credit ratings, and interest rates. He
warns of the potential spiralling of under-insurance that could
be triggered by a higher evaluation of earthquake risk in New
Zealand.
Third-party catastrophe risk models are powerful tools used by
many insurers and reinsurers to manage exposures of insurers
to catastrophes.
Rating agencies play an important role in providing an
independent view of credit risk in financial markets. Changes in
credit ratings move market prices for rated investments – could
changes in third-party catastrophe models move insurance
prices?
Last year, the catastrophe modelling firm RMS announced the
impending release of its updated earthquake (EQ) model for
New Zealand (RMS Model). Although to date model updates
have not resulted in market disruption, the New Zealand (NZ)
experience may differ given the significant exposure to EQ risk in
NZ, the high insurance penetration and the socialised EQ
insurance structure through the NZ Earthquake Commission
(EQC).
The RMS Model may provide insurers and the wider NZ
population a greater appreciation of the EQ risk facing NZ, and
below I discuss some possible impacts of this changing view on
the level of insurance risk.
A Major Overhaul: What prompted the model update?
Catastrophe risk models are regularly refined through the
validation of assumptions and outputs when new science
emerges or new claims data becomes available.
A string of earthquakes from September 2010 to April 2011 in
and around Christchurch (known as the Canterbury Earthquake
Sequence (CES)) caused a devastating loss of life and property,
with 185 casualties and insured loss estimated at NZD 33 – 38
billion to date. The CES revealed important shortcomings in
existing EQ models, including previously unknown faults,
progressive weakening of structures not captured by damage

functions due to earthquakes occurring in quick succession as
well as highly uncertain cost apportionment due to underinsurance.
The scale and complexity of the CES provided the modelling
community with a plethora of new geological, building
vulnerability and claims information. Preliminary indications
suggest that the new RMS model will feature significant
changes[1]; including increases at both short and long return
periods. Naturally, the extent of changes will also largely depend
on the geographical distribution of individual insurer portfolios,
with implications for regulatory capital, reinsurance and pricing.
Regulatory Capital: Is a 1 in 1,000 year catastrophe risk
charge adequate?
In the aftermath of the CES, and following the failure of a
number of insurers, the Reserve Bank of New Zealand (RBNZ)
raised capital requirements for general insurers. The
Catastrophe Risk Capital Charge progressively increased from 1
in 250 years to 1 in 1,000 years after 2016. While it is
understandable for RBNZ to adopt a conservative position
following CES (ostensibly to account for model miss), the lack of
guidance on how to treat uncertainty and interpret catastrophe
modelling output may create a new set of model governance
issues, especially since it is far more difficult to predict the size
of a 1 in 1,000 year loss than a 1 in 250 year loss.
Without explicit guidance on how to arrive at a nuanced
technical view of risk[2], the inherently challenging task of
modelling catastrophe risk is laden with even greater
subjectivity. For example, if the benchmark set by the RBNZ is
higher than their internal view of risk, firms may elect to bias
their estimates towards a catastrophe model that produces
lower loss estimates or blindly ‘blend’ models in an attempt to
obtain a ‘holistic’ view of risk. This introduces a degree of moral
hazard into a process that should instead be focused on the
most accurate assessment of risk.
Affordability and Under-Insurance: A vicious economic
feedback loop?
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The 'double whammy' of model change and increased regulatory
burden will increase reinsurance requirements for insurers and
these additional reinsurance costs will likely be passed on to
personal customers. While EQ insurance in NZ ought to be
treated as an inelastic product, customers may no longer be able
to afford further price hikes given that current premiums are
already very high due to the CES. The subsequent underinsurance or protection gap will likely be filled by the NZ
government (over and above existing EQC arrangements) as the
insurer of last resort.
In the absence of sufficient private insurance or public
catastrophe pools, costs from major disasters have regularly
been shouldered by tax payers as insurers of last resort. For
example, following the 2011 Brisbane Floods a flood levy was
imposed on higher income earning Australians. Owing to the
small population and size of NZ's economy, the internal transfer
of the increased cost of the EQ risk may be an excessive burden
on citizens.
If the NZ government does assume significantly greater
insurance risk due to the higher predicted cost of EQs and
resulting increases in under-insurance, and if this risk burden is
significant enough to warrant a downgrade in credit ratings,
then this could result in a vicious economic feedback loop (see
schematic below). Once rating agencies become aware of the
heightened financial risk to the NZ government, they may
downgrade the NZ government debt. This credit risk will be
somewhat unique, as it is not explicitly tied to economic
fundamentals or political climate, but extreme natural peril risk.
The resulting poorer credit ratings will attract higher interest
rates, giving rise to financial stress for consumers with high
levels of household debt. With a greater proportion of income
required to service debt, insurance may become yet more
unaffordable, and under-insurance will shift even more risk to
the Government.

string of economic repercussions unless there is a receptive
framework in place to accommodate this change.
Estimating tail risk with any degree of certainty is challenging
and the RBNZ should be commended on taking active measures
to impose more stringent capital requirements. However, its
decision should be supplemented by detailed guidance on
catastrophe modelling best practice to avoid potential model
misuse and reduce ambiguity. One option could involve setting
up an independent committee of expert actuaries, engineers
and seismic geologists to enhance the assessment of EQ tail risk
in NZ which would provide the industry with greater
transparency on the science underpinning such changes.

All opinions are solely of the author and do not necessarily
reflect Swiss Re's position or views.
[1] See RMS – NZ EQ (public resource) for more information.
(http://forms2.rms.com/rs/729-DJX-565/images/New-ZealandEarthquake-Datasheet.pdf)
[2] Although it should be noted that solvency standards have
been set following consultation with industry and a Quantitative
Impact Survey (Source: Insurer Solvency Standards – reducing
risk in a risk business, Richard Dean, RBNZ Bulletin, Vol.74, No.4,
Dec 2011)

Schematic: Potential vicious economic feedback loop
perpetuated by model change and regulatory requirements
This article has explored some far reaching potential
implications from a seemingly routine catastrophe model
update on the NZ general insurance sector and its wider
economy. The market reaction in NZ may be unprecedented due
to a unique confluence of factors particularly insurance
affordability issues and the large proportion of insurance risk
relative to the small size of its overall economy. As the industry
is already under considerable duress following the CES and
recent Kaikoura earthquake, the model update could trigger a
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Reinventing life insurance underwriting
By Angat Sandhu
After a frustrating visit to a financial planner to reassess his
life insurance cover, Angat Sandhu considers issues in the
life insurance underwriting process and how the industry
might “retain the soul, but design a new body”.
After being pestered by my bank relationship manager (RM) for
a few months to ‘seriously think about my level of insurance
cover’, I reluctantly agreed to visit a financial planner at one of
the bank branches in the city. I was assured that the meeting
would take all but 30 minutes and given my profile (mid-30s,
reasonably healthy) and relationship with the bank (customer
for the last 20 years) getting insurance cover was a mere
formality.
Booking a personal appointment in the middle of the day
crunched between work commitments is never a good idea but
what followed was one of the most frustrating experiences I
have had of late.
Firstly, the planner was running late – understandable as
everyone can be late but not the best start given this
appointment was a few months in the making. To fill my time,
the RM suggested I start filling in the underwriting form and
handed me a 48 page document whilst attending to other
customers. Twenty or so minutes in (and still waiting for the
planner), I had completed basic identification information, wrote
perhaps the most comprehensive description of my occupation
and started filling in very detailed financial information relying
mostly on my memory. After complaining to the RM that they
have all this information on file (as I only recently got a home
loan approved), he mentioned that he would still need to
manually fill in the information as the systems don’t talk to each
other. He could do it on my behalf but would need me to signoff anyway so better for me to do so now.
Unimpressed, I carried on but section 10 ‘Family history ’ is
where I got stuck, felt clue-less and a little uncomfortable. The
first question went something along the lines of: ‘Have any of
your blood related parents, brothers or sisters (living or
deceased) been diagnosed with, or suffered from, any of the
following conditions?’ and then listed 18 medical conditions
followed by a nice ‘any other familial disorder’ catch-all. Having
had many a dinner table conversation about medical conditions
with my better half who is a medical professional, I was at least
vaguely familiar with 12 of the 18 but didn’t have a clue about

the other six and certainly not what was meant to be captured in
the ‘any other’.
The financial planner arrived (and duly apologised). I tried to
clarify some of these medical questions with her but she herself
(and understandably so) didn’t know the answer and resorted to
Google. Confused and frustrated, I carried on until I reached
‘Section 14: Health details’, which had over 50 questions on
various symptoms, disorders and conditions. The adviser urged
that I complete them to the best of my knowledge and that
leaving sections incomplete would add to delays and increase
the chances of the need for medical underwriting.
With my frustration verging on anger, I stormed off late for my
next appointment, with apologetic looks of dismay on both the
RM and the adviser’s faces.
A few weeks later, I relayed the above experience to a friend,
who also happens to be a senior underwriter at a large life
insurer. She confirmed that my experience was fairly typical and
that customers in greater need of insurance were just more
patient with the process and that a decision typically takes
weeks and often 2-3 months. She started to express her own
frustration at the underwriting process not changing much since
she joined the industry in the mid-1980s.
We started to discuss why this was the case and identified a
number of factors:
1. Culture – Why fix what has always worked: There has been
limited impetus to question a process that seems to have
worked for centuries. Moreover, many of the professionals
working in the industry take comfort from the degree of duediligence done in the underwriting process – after all, more
information generally means better assessment of risk
2. Business cases don’t stack-up: Given the long time periods
associated with pay-backs from improvements in risk
selection and potentially large spend associated with system
replacements, the business cases for taking a comprehensive
review of the underwriting process are often not as attractive
as other areas with more immediate pay-backs (e.g. sales,
claims improvement)
3. Complexity – Related to the business case, this is a complex
problem to solve and often requires cooperation across
multiple business lines / functions (Actuarial, Finance,
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Underwriting, Advisers, Distribution, Technology, Operations)
and coordinating an programme across so many diverse
stakeholders is challenging to stand-up let alone execute,
especially when many of the stakeholders don’t see what the
problem is.
Drawing upon our collective wisdom, her wish-list and my
experience in other industries, we identified

7 things life insurers should be doing
to re-design the future underwriting
process:
1. Be clear on success metrics: Improvement in customer
experience, faster decision making, better alignment with risk
appetite, up-tick in sales are typical high-level vision
statements associated with such programmes. However it is
important that clearly measurable metrics are defined and
tracked for each such vision statement. It is also important to
be clear on the prioritisation amongst these as that can shift
the focus of activity.
2. Re-design the end-to-end process rather than fixing the
as-is: Far too often, underwriting ‘transformation’ initiatives
are focused on fixing existing processes and particularly
improving the back-end, with technology seen as the main
answer e.g. straight through processing. Whilst that is a useful
ambition to have, it risks fixing only part of the problem.
Insurers need to start by designing the desired end-to-end
underwriting (& sales) process from a customer and adviser’s
perspective. The focus here should be on minimising their
hassles and making them feel comfortable and engaged
through the process.
3. Harness the power of data analytics: Insurers have been
investing in data analytics for sales and pricing focused
initiatives but limited attention has been paid to risk
selection. Some considerations for insurers to think through:
Which data points are the most critical for risk selection?
From the >100 questions being asked, how many can be
removed? What alternative sources of data can be used to
better understand our customer’s risk profiles?
4. Automate ruthlessly: Leading insurers globally have been
trialling the use of Robotic Process Automation (RPA) to
automate processes across the value chain. There is a
significant opportunity for insurers to cast a critical eye on all
repetitive and manual elements in the underwriting decision
making process and start to explore how these elements can
be automated. Pre-population of forms using existing
information (from Banking partners & other data sources),
further automation of the rules based decisions and the
processing / fulfilment at the back-end should be three areas
of immediate focus
5. Set up the right team: Typical project teams of project
managers and business analysts are helpful but here need to
be supplemented with critical skill sets. Examples of the types
of roles that many insurers are including in such programmes
include but are not be limited to: UX/UI designers for rapidly
developing the desired customer experience, technical
designers for rapid prototyping, behavioural psychologists for
testing customer response to how questions are asked, and
SMEs from other industries to inject fresh perspectives and
continue to innovate.
6. Implement in an agile manner: References to ‘agile’ have
irked me in the past but having recently migrated from doing
multiple agile courses to actually launching a product from
concept to in-market in 14 weeks, I have become a truebeliever in this approach to project management over the
traditional waterfall based approach still dominant at most
organisations. Given the cross-functional span of
underwriting, it is all the more important to rapidly test new
concepts with customers (e.g. shorter forms, different
questions, willingness to divulge new information) and

advisers and incorporate learnings in re-designing the future
state process.
7. Look outside the industry for inspiration: Given the slow
pace of change in the life insurance industry, I find it helpful
to look at how underwriting processes are changing in others.
In the mortgage industry which has many parallels to life
insurance: largely intermediated business, overly complex
underwriting process, players such as Quicken Loans have
rewritten the rule books by recently launching an online
mortgage where customers can get full approval in as little as
8 minutes. Similar changes are afoot in SME lending, where a
number of fintechs and incumbents have redesigned their
underwriting processes using better data, advanced analytics
and customer centric interfaces to not only better existing
customers but also tap into underserved segments that had
been turned down by Banks using traditional methods.
Risk selection lies at the core of an insurance business’s
operations. Insurers have the opportunity to not only
fundamentally enhance this process but also realise material
cost savings and deliver a superior experience to customers and
advisers. There is no doubt that re-designing an underwriting
process is no straightforward task, however, given the large size
of the opportunity and increasing amounts of venture capital
flowing into insurtechs, incumbents need to act now.
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Mindfulness and meditation for actuaries
By Milton Lim
Milton Lim, actuary at Taylor Fry, spent a year travelling and
meditating at retreats. In this article, he shares with us what he's
learnt about mindfulness, meditation and emotional
intelligence.

What is mindfulness?
After three long years of study, the apprentice monk is confident
about his examination. He enters the room, bursting with deep
philosophical ideas about Buddhist metaphysics and the true
nature of reality.
“This exam has one question. As you entered the doorway, what
was the colour of the flowers in the vase?” the teacher asks.
The apprentice monk walks out stone-faced, for three more
years of hard study.[1]
As the story illustrates, mindfulness is simply the awareness of
the present moment, right here right now. It is the awareness of
your own thoughts, feelings, and bodily sensations. It is the
awareness of your body sitting down in a chair and your mind
reading this article right now. You may even be aware of your
own awareness, which is realising a deeper state of awareness.
Mindfulness is not restricted to meditating silently with your
eyes closed whilst sitting cross legged in a monastery. You can
be mindful while walking, eating, working, talking, exercising,
doing yoga, or even while fighting someone (this is known as
martial arts!). Sitting meditation is merely the training ground
for developing the life skill of mindfulness, which allows you to
enjoy each moment of your life fully and during times of stress
to find peace in the eye of the storm.
If mindfulness was available in tablet form, it would be the best
selling drug of all time. It has been scientifically proven to
effectively relieve stress, boost our immune systems and even
dramatically slow the ageing process.[2] It has been prescribed
as both the prevention and cure for a wide range of health
problems such as depression, anxiety, and high blood pressure.
It can also sharpen mental concentration, improve creativity,
and make us genuinely happier people. Finally, it is free, easily
learnt and always available. So why not try it out?

Although meditation will not grant you any psychic powers,
levitation or achieve immortality, Harvard medical professors
have published studies of Tibetan monks performing incredible
feats of meditation. [3] With a strict discipline of over 12 hours
of meditation every day in the Himalayan mountains, these
monks have developed such powerful control over their bodily
functions, that they can sit comfortably in the freezing snow
wearing nothing but underwear. Whereas most people would
start shivering uncontrollably and contract hypothermia, the
monks practise a special form of “gTum-mo Yoga” meditation
where they first calm their minds and then visualise a great fire
burning inside them, which actually raised their body
temperature. The monks would even host competitions where
icy wet sheets were draped over their bare skin to see who could
steam and dry off the most number of sheets in a day.

How to meditate
“There is no way to enlightenment, because enlightenment is the
way.” – Thich Nhat Hanh
Here are a few basic instructions to meditate:
1. Find a quiet calm environment with minimal distractions.
2. Sit down in a comfortable position, either in a chair or cross
legged on the floor, but not lying down as you may fall asleep.
3. Close your eyes, or keep them slightly open to ‘gaze’ at a spot
4. Focus your mind upon an object of meditation, such as your
breath, a mantra (word or phrase), a prayer or a physical
object (e.g. candle flame). The breath is commonly
recommended as it is simple, free and always available.
5. Follow your breath, as you breathe in and as you breathe out.
Don’t try to control your breathing, simply breathe naturally.
You may wish to count your breaths.
6. Maintain a passive attitude as you observe any thoughts,
feelings, or bodily sensations arise and pass away. It is a not a
race or competition. There is no need to strive for a goal. It is
simply being present.
7. Continue for about 10 to 20 minutes at least once a day.
You will inevitably encounter problems and distractions of all
shapes and sizes, such as intrusive thoughts, unpleasant
feelings, restlessness, boredom and the like. Many people
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(myself included) make the mistake of trying to stop thinking
(“the monkey mind” phenomenon), which is really outside our
control. Meditation is neither avoiding nor clinging to your
thoughts, but simply observing them like clouds floating across
the sky. Just let your busy mind settle like a glass of muddy
water, where the dirt settles down leaving the water crystal
clear, allowing you to “see things as they really are”. Like walking
a tightrope, this is easier said than done. The key to success is
regular daily practice and discipline.

Emotional intelligence
“Follow your heart, but remember to take your brain with you!” –
Alfred Adler

Mindfulness can be seen as the equilibrium resting point of all
emotional energies and gives rise to the self-awareness that
holds everything together. Of course, the human condition is
much more complex than this simplistic model, with countless
other nuanced emotions, moods and feelings. These six primary
emotions can be combined like different coloured paints to give
rise to secondary emotions, as an example:
Excited = happy + anxious
Worried = sad + anxious
The perception of risk and uncertainty can be either positive or
negative, depending on the underlying mood of optimism or
pessimism. Perhaps this can explain how different people can
have different attitudes to the same financial risk, either as
investments with upside growth potential or downside risks to
be insured or avoided.
Aristotle wrote “Anyone can become angry – that is easy. But to
be angry with the right person, to the right degree, at the right
time, for the right purpose, and in the right way – that is not
easy.” Taking a few mindful breaths can be the difference
between finding a useful constructive solution, or a useless
destructive one. Mindfulness can act as the bridge between
depression and happiness[5] or turn fear into anger (or its more
beautiful relative – passion) e.g. Dale Carnegie taught people to
conquer their fear of public speaking by talking about something
that made them angry (or passionate).[6]

The dark side
“With great power comes great responsibility” - Voltaire

The Pixar animated film “Inside Out” (2015) poignantly depicts
the emotional journey of a young school girl growing up with
characters representing the various states of her mind (joy,
sadness, fear, anger, disgust). Paul Ekman, an American
psychologist, identified six basic emotions which are recognised
universally, regardless of culture or ethnicity, which can be
roughly arranged as pairs of complementary emotions in the
diagram above.
1. Happiness vs sadness
Happy smiles and laughter are often infectious which allows
humans to enthusiastically strive towards goals to grow and
prosper.
Sadness and depression allows people to mourn a major loss
or disappointment which kept early humans close to home
where they were safer.
2. Fear vs anger
This is the classic “fight-or-flight” response that humans
evolved as a survival instinct e.g. attack or escape from a
predator or enemy.
Anxiety is a mild state of fear and frustration is a mild state of
anger.
3. Surprise vs disgust
A surprised expression of raised eyebrows allows a larger
field of vision to gain more visual information about an
unexpected event.
A disgusted reaction of wrinkled nose or vomit reflex is a
Darwinian attempt to close the nostril against a noxious
odour or spit out a poisonous food.[4]

The transplant of secular mindfulness from Eastern religious
traditions into Western culture has had its fair share of
controversies. Some have criticised the ‘marriage’ of money and
mindfulness in promoting corporate greed on Wall Street with
headlines such as “To make a killing on Wall St, start meditating”,
as mindfulness has almost taken on a cult status in the business
world.[7] Some meditation teaching has become increasingly
commercialised, with some courses such as the Deeksha
movement promising “Reach enlightenment in 21 days!” (for a
large fee).
The power of meditation has even been harnessed by military
forces, which is quite contrary to the Buddhist principles of nonviolence. The Japanese army trained its soldiers in zazen
meditation during WWII to sharpen concentration and to kill
“calmly and serenely”. [8] Snipers in the US Marine Corps have
been taught mindful breathing techniques to improve their
accuracy.
Although mostly beneficial for the general population,
meditation can pose a risk for those with serious mental
illnesses e.g. chronic depression, schizophenria, or psychosis
through amplification of subconscious emotions and the
surfacing of repressed emotional traumas. In fact, during long
silent meditation retreats with a solid 10 hours of sitting each
day and no talking, reading or writing, people may even
experience hallucinations due to the extreme sensory
deprivation. Consulting with a medical practitioner would be
advised before starting a meditation routine.

Resources & Retreats
A Buddhist monk volunteers to teach meditation classes at a
prison. He describes a typical day at the monastery: a 4am wake
up call with an hour of silent meditation, then a bowl of rice for
breakfast. After a few hours of meditation and study, lunch was
rice and boiled vegetables. An afternoon of manual labour
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ended with supper, just a cup of tea. There was, of course, a
complete ban on alcohol, sex, drugs, TV, newspapers, Internet
and other distractions.
One prisoner bursts out “If life ever gets too tough at the
monastery, you can always come here to live with us at the
prison!”
You don’t need to torture yourself with the ascetic lifestyle of a
monastic in order to reap the benefits of meditation. You can
start a mindfulness practice right now, with a slow deep breath.
You can replace your wasted time throughout the day with
mindful moments, until you find yourself naturally being
mindful, without even trying. There are a large variety of
resources to guide you on your inner journey to mindfulness.
• Smartphone Apps: Headspace, Insight Timer, Smiling Mind
can remind you to schedule regular ‘quickie’ meditations
throughout the day e.g. 1min, 5min, 10min
• Books: there is an unimaginably vast amount of religious and
spiritual literature, ranging from ancient Buddhist texts to
New Age philosophy all with different traditions and
techniques. For a clear, concise introduction, I would
recommend “Mindfulness in Plain English” by Bhante
Henepola Gunaratana. Also see other references listed in the
bibliography.
• Meditation Retreats – treat yourself to a retreat, a real
holiday from the world! For those who wish to deepen their
practice, you can attend retreats ranging from 1 day, 1 week,
1 month or even longer. A warning that you might come back
as a different person!
As you can only learn to swim by getting into the water, the only
way to meditate is to keep practising and to notice how your
own perception of the world changes over time. Books and
teachings are only signposts on the path, rather than the path
which you must walk yourself. So the only thing you need to
remember is to forget everything and just breathe.

[1] Seligman, Martin (2002). Authentic Happiness
[2] Michie, David (2008). Hurry Up and Meditate
[3] Benson, Herbert (1975). The Relaxation Response
Benson, Herbert (1984). Beyond the Relaxation Response
[4] Goleman, Daniel (1995). Emotional Intelligence
[5] Williams, Teasdale, Segal and Kabat-Zinn (2007). The Mindful
Way Through Depression
[6] Carnegie, Dale (1926). How to Develop Self-Confidence and
Influence People by Public Speaking
[7] Goldberg, Michelle (2015). The New Yorker, “The Long
Marriage of Mindfulness and Money”
http://www.newyorker.com/business/currency/the-longmarriage-of-mindfulness-and-money
[8] Dawson, Geoff and Turnball, Liz (2006) “Is Mindfulness the
New Opiate of the Masses?”
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2017 Look Ahead Calendar
By Actuaries Institute
The 2017 calendar is already filling up with exciting seminars,
dinners and courses. Take a look at the 2017 Look-Ahead
Calendar to save the dates.
Our planning for next year has begun and we already have
several major events locked‑in, including the:
•
•
•
•
•
•
•

CPD Tour;
Leadership Development Seminar;
Banking Seminar;
Actuaries Summit;
Future of Health Seminar;
Injury Schemes Seminar' and
Young Actuaries Conference.

This is only a snapshot of what's to come. There will be a
number of exciting Insights sessions, CPD opportunities and
other major events to look forward to.
Get ahead in 2017 and save dates from our Look-Ahead
Calendar.

Note: some dates are subject to change, so keep an eye on the
Event Calendar and Part III Key Dates.
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Actuaries Digital download and print edition
December 2016
By Actuaries Institute
Welcome to our round-up of the articles posted on Actuaries
Digital during December 2016.
We have collated them into a convenient PDF format for you to
print and read at your leisure.
Please click the image below to read.
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