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Innovation: the key to maintaining relevance for
global qualifications
By Rein van Rooyen

Reading time: 5 mins

With the globalisation of markets and standardisation of
regulation, professional qualifications are coming under more 
scrutiny and being challenged on whether they remain relevant 
and continue to instil global best practices.

I recently had the privilege to participate in a curriculum review

for the Certified Investment Management Analyst® (CIMA®) 
certification[1], which is provided by the Investments & Wealth

Institute headquartered in the US. The CIMA® Certification is the 
only credential of its kind designed specifically for financial 
professionals seeking competency as an advanced investment 
consultant and is becoming more popular internationally, 
especially in Australia. The purpose of my presence at the review 
was to provide challenge and validation, to ensure that the 
qualification is truly international in its content and testing 
structures, as well as to provide input into global best practices.

It was a remarkable experience to share insights and discuss the 
practical constraints of offering a truly global qualification, while 
ensuring that the curriculum is comprehensive and specialised 
enough to cover specific nuances for local jurisdictions. All of 
this with the aim to ensure that the qualification achieves its 
objective of combining technical knowledge and practical 
application to meet real world needs and cultivate innovation. A 
trait which most global designations strive to live up to these 
days.

Closer to homeCloser to home

There is often a question of: what lessons can be learnt from 
such experiences? The curriculum review came at a time when 
other professional designations are either being challenged by 
well-read newsletter authors and popular media channels, such 
as the Cuffelinks Newsletter or more formally through new 
industry authorities being established to challenge the existing 
frameworks, such as the Financial Advisor Standards and Ethics 
Authority (“FASEA”).

FASEA was commissioned in 2017 by the Minister for Revenue
and Financial Services to set the standards relating to education,
training and ethics for financial advisors in Australia. Even
though FASEA has been established to shake up the role of
Financial Advisors, the scrutiny on financial services in general
has intensified since the global financial crisis of 2008.

A recent example of this saw the Royal Commission having a
watershed moment on the misconduct in the Banking industry,
with its focus now shifting to Superannuation.

While it will probably be challenging to completely eliminate
unprofessional behaviour through qualifications, the value in a
well governed professional designation should hinder unethical
behaviour with the threat of disciplinary panels and ethical
oaths.

However, there are other lessons to be learnt to instil confidence
in the public that financial professionals are indeed capable of
serving the interest of their clients and the greater good of
society.

Innovation has always been such a tangible and pragmatic
demonstration of the value any profession offers. So how do the
lessons learnt cultivate innovation in any profession?

Lessons learntLessons learnt

The first lesson is the importance of ‘fundamental concepts’,
which should never be overlooked as new theories are
presented and adopted. The fundamental concepts developed
by original thought leaders still serve as building blocks for some
of the latest advancements, despite their own shortcomings, and
are likely to continue to play a pivotal role in the development of
idea origination and innovation.

The second lesson is that while fundamental concepts are
important, they should not serve as an excuse to become
complacent, and are not a substitute for implementing best
practice.
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Therefore, any content being developed as part of a global
qualification needs to strike an appropriate balance between
laying the foundations and ensuring the spear of cutting edge
ideation is kept sharp.

To the latter point, professional bodies should endeavour to
incorporate thought leadership and promote new contributions
in this area as best practice learning. On this point, the Actuaries
Institute promotes thought leadership on a wide range of topics
relevant to actuarial practice through it Submissions, Dialogue
thought leadership papers and other Green and White Papers. It
also collaborates directly with actuarial associations abroad – for
example, through Joint Papers.

Following this, it is critical to continue to look beyond the local
market practices to ensure that whatever has been adopted as
best practice locally has indeed kept pace with international
developments.

Markets are interdependent and to ensure that any profession
remains internationally recognised and relevant, the status quo
should be challenged on the journey towards achieving and
maintaining global best practice.

Relating this back to our own profession, one would hope that
the global network of professional actuarial bodies enables and
embraces the sharing of global best practices - therein lies both
a potential challenge and opportunity.

Events like the International Congress of Actuaries (ICA), a four-
yearly event which is currently taking place in Berlin (and
available around the globe via VICA), facilitate this sharing and
foster innovation. The Institutes’ International Committee
(recently re-structured) also plays a key role in ensuring the
profession in Australia takes advantages of opportunities to lead
and adapt to global best practice across all practice areas for
members.

Finally, it is important to consider how qualifications’
curriculums and content will be influenced by both regulation
and legislation as globalisation of markets and standardisation
of regulation continues.

The challenge and the opportunityThe challenge and the opportunity

There is a common theme amongst the financial services
industry, as well as frequent mention, that testing times are
ahead. This can be a challenge or an opportunity depending on
whether ‘innovation’ is mandated by legislation, or led by the
professional bodies in the industry.

The smartest thought leaders are those in industry who have the
confidence and skills to innovate without boundaries. Theirs are
the innovations that tend to withstand the test of time.
Unfortunately, the age-old herd like mentality of keeping the
status quo provides a shield for survival. Complacency is
innovation’s biggest nemesis and a lack of innovation can fuel
the fire for legislative and regulatory developments.

Consider the Australian superannuation industry as an example.
The main reason contributions are at their current levels is due
to mandatory participation, which was driven by legislation.
There have been isolated innovation hubs, such as Mercer’s
longevity product ‘LifetimePlus’ and QSuper’s MySuper product
‘Lifetime’ to mention a couple, but greater innovation across the
whole industry is required to avoid prompt legislative responses,
and to arrive at new solutions. This is where professional bodies
can play a role in generating, or at least facilitating, innovation
that will ultimately serve all stakeholders in the market.

The Australian actuarial profession has made great progress in
promoting thought leadership through collaboration with the
global network of professional actuarial bodies to address global
issues. This is a clear illustration of the value in having a truly
global qualification.

“Innovation needs to become a habit and not a reaction.”

To really push the boundaries and develop global best practices,
innovation needs to be cultivated to help limit the need for
mandatory regulation.

To ensure the profession remains relevant, we must instil the
skills and capabilities to innovate today, in tomorrow’s leaders.
Encouraging innovation in curriculum and practice is crucial to
ensure that the designation remains relevant through time.

[1][1] wwwwww. investmentsandwealth.org/cima. investmentsandwealth.org/cima

[2][2] wwwwww. cuffelinks.com.au. cuffelinks.com.au
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The Critical Line - Volume 21
By Jevon Fulbrook  

Reading time: 3 mins

This month, Jevon takes us a step away from the enigma theme
from previous columns, and towards a more spatial /word
puzzle.

To solve the puzzle you must place the tiles into the grid below
in order to form words reading both vertically and horizontally,
as given in the example:

Sample:Sample:

Sample solution:Sample solution:

Puzzle:Puzzle:

For your chance to win a $50 book voucher, send your solutionsFor your chance to win a $50 book voucher, send your solutions
toto ActuariesMag@actuaries.asn.auActuariesMag@actuaries.asn.au

Solution to Critical Line 20 – bSolution to Critical Line 20 – by Dany Dan
MaMayohyoh

The snooker themed problem was a popular puzzle, with eight
people submitting answers that were all in agreement with me.
They were (in reverse date of submission):

Ean Chan, Kelvin Duong, Preetham Arvind, Bruce Dawkins, Grant
Lian, Corey Plover, Andrew Parker, Min Chen.

The winner of the book voucher is Grant Lian. CongrCongratulations toatulations to
all of you.all of you.
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Solution:Solution:

So it turns out the number of ways to make a break of exactly
100 is a lot. In the tens of billions in fact. To be precise, the
answer we all arrived at is 93,194,837,248. The break score that
has the most ways of achieving it is 88, with 133,835,290,090
ways being the consensus. The graph of partitions (P) vs score
(n) looks quite interesting when plotted on a log scale. The
approximately straight slope on the left hand side of the log
scale graph means that the ratio of P(n)/P(n-1) is almost constant
(up until P = about 60).

Most solutions were arrived at using some kind of recursive
algorithm, hence making the problem of finding the number of
ways for all x from x = 1 to 100 no harder than finding the
number of ways for only x = 100. And I’m pretty sure everyone
used a computer. I did it a slightly different way, based around
brute force counting (with the help of some efficient VBA code)
all the partitions of scoring P points from N coloured balls only,
for P in the range of 2n to 7n and n = 0 to 15. From there I
adjusted the partition results as necessary to take into account
the reds between each colour, and the run out of the final six
colours. The workings that came out of this gave rise to some
interesting graphs too.

Now the observant among you may notice my choice of
language so far has refrained from saying ‘the answer isis
93,194,837,248’. Here’s why. Several people who answered
gave a table showing the number of partitions for all break
values from 1 to 147, including a count of 74,095,894,242 ways
to make a break of 105, which agreed with my count. Having
confidence in this figure, I then had a ‘Oh. Oops’ moment
watching Frame 16 of the 2018 world championship second
round match between Ronnie O’Sullivan and Ali Carter, when
Ronnie made a break of 105 in a way that was notwas not on my
74-billion-plus-change list. As it turns out, I forgot to consider
the situation where a player, when shooting at a red ball, pots
more than one red ball from a single shot. This is perfectly legal,
and scores the player 1 point per red, at which point they then
shoot at a coloured ball, and then back to normal. When
defining the problem I forgot to make specific mention of this
situation and whether to include or exclude it. Kelvin made a
brief reference to it, saying his answer excluded these cases, but
no one else (myself included) thought to consider it.

Ronnie schooled me on that one. Ronnie O’Sullivan 1, Actuaries
0.
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Celebrating our volunteer’s impact in 2018
By Lily Meszaros 

Reading time: 5 mins

On the 2nd and 4th day of National Volunteer Week, the
Actuaries Institute held Cocktail Parties in Sydney and
Melbourne to recognise and thank its many valued volunteers. 
The second annual Volunteer of the Year Awards were also 
presented, honouring four winners from 42 outstanding
nominations.

A “celebration to acknowledge the generous contribution of 
Australian volunteers” - National Volunteer Week (#NVW2018) 
this year fell on 21-27 May 2018. It was a fitting time for the 
Institute to welcome its volunteers to the annual Volunteer 
Cocktail Parties in Sydney and Melbourne.

Barry Rafe

Volunteers attended in Sydney at the Hilton Hotel’s Marble Bar
and in Melbourne, at the Westin Hotel.

Nicolette Rubinsztein, the Institute's 2018 Senior Vice President,
opened the night by acknowledging the dedication of our
incredible 500+ volunteers and took the opportunity to
introduce the Institute’s new President, Barry Rafe at the Sydney
Cocktail reception.

It was quite incredible to be in a room with so many actuaries
who are passionate about, and dedicated to, advancing their
profession, and who do so selflessly, through volunteering
activities at the Institute.

"It is inspiring to meet members,"It is inspiring to meet members,
who are already busy professionals,who are already busy professionals,
willing to give so much back to theirwilling to give so much back to their
actuarial communityactuarial community."."

Nicolette Rubinsztein

Our volunteers give in so many ways:
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• through our Education Program (including writing course
material, tutoring, marking exams or presenting at
Professionalism courses);

• serving on practice committees;
• organising major events and Insights sessions;
• reviewing professional standards and practice guidelines;
• writing public policy papers and submissions;
• mentoring the younger generations;
• speaking to students through our High School Program;
• organising social networking events; and many more.

We highly value you and your contributions!

This year, the number of nominations received went up by 24.
This was a fantastic result thanks to our campaign to encourage
nominations and thank "Our Amazing Volunteers" - this video
was played on the night in Sydney:

Our Selection Panel certainly had a tricky task to select a winner
in each of the four categories. Each nominee demonstrated
incredibly high standards of commitment and contribution to
their volunteering area.

"W"We acknowledge and recognise thee acknowledge and recognise the
unique contributions of all our 42unique contributions of all our 42
AAward nominees in 2018."ward nominees in 2018."

Elayne Grace

Our 2018 VOur 2018 Volunteers of the Yolunteers of the Year!ear!

Congratulations to all our winners this year and thank you to
everyone who came along to celebrate and catch up at the
Cocktail Parties!

Here, AHere, Award winners Ian Laughlin, Brett Riley andward winners Ian Laughlin, Brett Riley and
Lisa YLisa Yee share their reactions on the night, and a bitshare their reactions on the night, and a bit
about whabout why they volunteer.y they volunteer.

Lisa YLisa Ye - Ye - Young Voung Volunteer Aolunteer Achievementchievement
AAwardward

Lisa has been an active contributor to the Young Actuaries
Program (YAP) for five years. She is currently the President for
Sydney YAP and spends a lot of time encouraging young
actuaries to actively engage with the Institute and other young
members. Lisa has also been a member of the Actuarial
Hackathon Organising Committee for the last 12 months. The
Hackathon this year has more than 90 actuaries registered to
take part and Lisa has been actively recruiting charities to
partner with. On 5 June, 95 actuaries will be presenting
solutions to 18 business problems presented by 12 Australian
charities. Lisa is also a member of the GI Glimpse Organising
Committee and also helped with the Institute’s submission for
the Northern Australian enquiry.
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Colin Grenfell - Spirit of VColin Grenfell - Spirit of Volunteeringolunteering
AAwardward

As the Convenor of the SPD (a sub-committee of the
Superannuation Practice Committee), a highly active committee,
Colin drives results from the sub-committee, and passionately
pursues matters of importance to members of superannuation
funds, particularly those relating to clarity in regulations on
disclosure of information to members. Colin invests significant
time and effort in drafting submissions to industry and public
bodies, as well as thought leadership pieces. Colin has been a
volunteer of the Institute for more than 30 years. He served on
Council for four years, SPC member for 11 years (five years as a
Convenor), the Accounting and Investment Sub-committee (six
years), Superannuation Special Projects Sub-committee (four
years) and Retirement Incomes Working Group (seven years).

Colin Grenfell received his award in Melbourne and soColin Grenfell received his award in Melbourne and so
could not be filmed for the above video. Here is ancould not be filmed for the above video. Here is an
excerpt from his acceptance speech:excerpt from his acceptance speech:

"Receiving this award is a great honour. It's a bonus when you 
get an award for doing something that you enjoy so much. Being 
a member and Convenor of the SPD gives me the opportunity to 
regularly interact with experienced super actuaries around 
Australia. The SPD has seven Melbourne, three Sydney, two
Brisbane and one ex-member in Tasmania. My
working career has been in super and investment
roles and the SPD enables me to keep in touch with these areas. 
I've had a long time interest in benefit projections (of all types) 
and with super (member) disclosure. It is well known that super 
legislation
keeps changing. Every change potentially involves
some disclosure consequence for member
communications. So, with a wide interpretation of "disclosure" - 
the SPD is, in effect, the Institute's
Superannuation Defined Contribution (DC)
subcommittee.

The award means a lot to me. Sincere thanks to those who 
nominated me and to the judges."

Brett Riley – Distinguished ServiceBrett Riley – Distinguished Service
AAwardward

Brett has demonstrated over many years a strong commitment
to undertake volunteer work across multiple disciplines.
Importantly, Brett has actively encouraged younger Institute
members to volunteer for projects and committee work, helping
to establish a new generation of actuaries to serve the
profession.Brett was the Chair of the Risk Management Practice
Committee (RMPC), organised the ERM seminar, attended a
huge number of Institute events, represented the profession in
the wider business community and inspired countless others to
volunteer their time for the good of the profession. Brett has
also served as an Assistant and Chief Examiner and on Risk
Education subcommittees.

Ian Laughlin - President’Ian Laughlin - President’s As Awardward

Ian received this award for his long-term contribution to the
Institute’s key volunteer activities and his external positive
influence on the profession. Ian led the IFRS implementation
task force extremely capably, ensuring the profession led its
international counterparts in delivery of a substantial
information note on the matter. Ian also served on Council from
2006-2009, was a member of ARCC between 2008-2012, Chair of
RRMPC 2006-2010, was on the FSF Organising Committee, was a
Member of (International) Global ERM Designation Syllabus
Working Party - developed syllabus for CERA; 2008-2009. Ian has
volunteered in many other capacities via the Institute and has
recently written a Dialogue paper on ‘Social Risks-for a financial
services business’.
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CongrCongratulations to all our deserving winners and toatulations to all our deserving winners and to
everyone who attended the Cocktail Parties. It was soeveryone who attended the Cocktail Parties. It was so
nice to see everyone catching up and enjonice to see everyone catching up and enjoyingying
themselves!themselves!

View a photo gallery of the parties and AView a photo gallery of the parties and Awardswards
presentationspresentations herehere..

HappHappy National Vy National Volunteer Wolunteer Week acrosseek across
AAustrustraliaalia #NVW2018#NVW2018

Volunteering yields a 450% return for every dollar invested.
Nationally, this is an estimated annual contribution of $290
billion (Volunteering Australia)

In this short video, I explain why National Volunteer Week (NVW)
is so important.

Actuaries Magazine

Page 10 of 41

https://www.actuaries.asn.au/about-us/volunteering/volunteer-of-the-year-awards?utm_medium=email&utm_campaign=Volunteer%20Awards&utm_content=Volunteer%20Awards+CID_c39016d2e77ecad55c6c9d8c2098a19b&utm_source=Campaign%20Monitor&utm_term=here
https://actuariesinstitute.createsend1.com/t/i-l-bdttuyk-l-k/


Actuaries Podcast - The Future of Life Insurance
By John McLenaghan (john.mclenaghan@actuaries.asn.au) and Ilan Leas

Reading time: 2 mins

John McLenaghan (Public Policy Adviser at the Actuaries
Institute) interviews Ilan Leas (Managing Director at Retender)
about his Dialogue thought leadership paper about what the life
insurance industry might look like in the future as it strives to
meet consumer expectations in a fast-changing environment.

John asks Ilan about the research and recommendations that
went into his thought leadership paper 'The Future of Life
Insurance'.

In the paper, Ilan looks at the relevance of life insurance as
consumers seek fairer deals, convenience, simplicity,
automation and speed when choosing which cover they need.

Ilan points out that despite the medical and technological
advances that continue to improve our health, the data analysed
by life insurance actuaries remains barely touched.

Listen to "The Dialogue - The Future of Life Insurance" on
Spreaker.

"The impact is that this realignment (between the"The impact is that this realignment (between the
industry and customer expectations) might lead toindustry and customer expectations) might lead to
some unintended consequences. Fsome unintended consequences. For me, it's somethingor me, it's something
we donwe don't have the luxury of waiting on. W't have the luxury of waiting on. We have to bee have to be
very clear and pick the kvery clear and pick the key issues and makey issues and make sure we'ree sure we're
addressing them nowaddressing them now."." - Ilan Leas- Ilan Leas

Ilan proposes four top priorities for the life insurance industry
including:

• Encouraging opportunities for simplicity and education
through standardisation (Help me understand)

• Streamlining consumer processes and access (Make it easier
for me)

• Modernising insurance products (Modernising my products)
• Balancing sustainability (I want fair treatment)

Ilan argues that, despite the challenges facing the future of the
life insurance industry, actuaries are in an exciting position to
play a key role in identifying solutions to ensure consumers are
equipped with the correct insurance cover.
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Download Transcript here

Follow the Actuaries Institute on social media;
↳ Facebook
↳ Instagram
↳ Twitter
↳ LinkedIn
↳ Spreaker
↳ YouTube
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Modern government service delivery - 2018
Public Policy Essay Competition Winner
By Hugh Miller 

Reading time: 7 mins

The Institute's Public Policy Essay Competition attracted a host 
of young authors whose essays demonstrated that actuaries can 
apply their skills across a range of fascinating topics; from
mental health to blockchain, road pricing, the gig economy,
complexity in retirement, genetic testing and many more. The 
winning essay 'Modern government service delivery' by Hugh 
Miller was singled out for its clear communication, logical
structure and innovative approach to a growing issue for
governments – how to deliver important services within ever
tightening budgets.

BackBackground and recent trendsground and recent trends

Government plays a significant role in securing the population’s 
welfare. Income support, the justice system, public housing, 
healthcare, education and child protection are all areas where 
we have asked government to assume responsibility for 
improving the lot of needy citizens.

Some government spending programs are new – for example, 
the roll out of the National Disability Insurance Scheme 
represents an important new support mechanism for disabled 
Australians. However, most of the systems listed above have 
endured for decades in a recognisable form. The Australian
‘welfare state’ including income support for the unemployed, 
disabled and single parents was rolled out in the early 1940s, 
and these supports remain today. Similarly, public housing 
expanded rapidly in the two decades after World War II and the 
policies behind the system (and many of the houses themselves) 
have changed little.

This stability in government service has done much to address 
the needs of the poor and vulnerable in society. But the world 
has not stood still; in recent times there have been some very 
significant changes that have profound implications for 
government services.

1. BetBetter data:ter data: Computer management systems for many
government services has led to significant volumes of

administrative data. Moreover, we usually have
extended longitudinal data sets for services that extend
back decades, often back to the 1990s. We can use this
data to see long-term patterns of service use, including
people who repeatedly require support. Moreover, we
can see how such behaviours differ by segment; issues
such as higher levels of long-term unemployment for
Aboriginal and Torres Strait Islanders can only be
properly understood when the data is collected.

2. An increasing focus on outcomes:An increasing focus on outcomes: Many people have
recognised that the amount of services delivered (e.g.
how many cancer patients a hospital treats in a year) is
not as important as understanding what outcomes are
achieved (e.g. how many people go into remission). A
focus on outcomes asks whether a service is genuinely
effective in helping people. However, outcomes are
usually more difficult to define, and measurement often
requires more than standard administrative data. More
challenging still is the recognition that equality in service
provision does not lead to an equality of outcomes; for
instance, children from low socio-economic
backgrounds require significantly more support to
achieve comparable educational outcomes to children
from wealthy backgrounds (Lamb et al, 2015). This focus
on outcomes has sharpened government thinking.

3. BetBetter prediction:ter prediction: We live in an age where prediction is
easier and cheaper (Agrawal et al, 2016). With good
data, computers can now make accurate predictions of
future outcomes that account for many input
characteristics. We can predict which job seekers will
find employment, which prisoners will re-offend, or who
will end up homeless. This means we can anticipate
poor outcomes as well as observe them.

4. The changing role of the not-for-profit sector:The changing role of the not-for-profit sector: Before the
government delivered services like welfare, health and
education, it was charities and other not-for-profit
organisations who supported the needy. Their role
reduced as government spending increased, but we
have seen a reversal of this trend in recent years. Some
government services have been outsourced to not-for-
profits (and sometimes, for-profits too). For example, in
1998 the Federal Government introduced the ‘Job
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Network’, a competitive environment where
governments would pay third-party providers to assist
job seekers into employment, a service previously
provided by the public sector. The program aimed to
improve competition and innovation, leading to better
outcomes for job seekers. Nowadays third-party
providers play important roles including prisons,
homelessness services and public housing (termed
‘social housing’). This has also led to the increasing
professionalisation of many of these organisations.

5. Fiscal pressures:Fiscal pressures: It is well-known that government has
long-running fiscal challenges associated with the aging
population; the old-age ratio (the number of people
over 65 divided by the number aged 15-64) is currently
about 23% whereas in 50 years it will be 38% (AIHW,
2015). However, other factors have contributed to
increasing costs to government too.

WWelfare:elfare: The rapid growth in the Disability Support Pension 
(DSP) population (up to 2011, when stricter tests were 
introduced) has increased welfare costs. Numbers on the DSP 
rose fourfold to 800,000 over the 30 years to 2011 (McVicar and 
Wilkins, 2013).

Housing:Housing: The opportunity cost of providing public housing (the 
difference between market rents and the subsidised rents paid 
by public housing tenants) has grown tremendously due to fast 
growth in property rents. Providing housing to those most in 
need adds to this, as they often earn less and require larger 
subsidies. For example, in NSW in 1960 only 15% of public 
housing tenants were on government benefits (as opposed to 
earned wages), compared to 94% today
(FACS, 2014).

Crime and justice:Crime and justice: While the incidence of crime has broadly 
decreased over time, prison populations have not. In Australia 
the prison population has grown from 26,000 to 40,500 over the 
decade to 2017 Q1 (ABS, 2017). Courts costs have also increased 
rapidly over time.

Healthcare:Healthcare: Cost inflation pressures in healthcare are well-
known. Substantial increases in spending is due to a 
combination of growing costs (healthcare inflation has 
consistently run at 2.5%above CPI for decades, Miller 2016) and 
increasing community health expectations.

All these factors mean that governments are faced with the need
to increase taxes or find ways to reduce the cost of service
delivery.

ImplicationsImplications

What do these trends mean for government services?What do these trends mean for government services?

First, there is more impetus to appropriately target services.
Support should be given to those who most need it, and to those
who can least afford to pay for it themselves. The welfare system
in Australia has a high degree of income and means testing to
restrict assistance to those most in need. Similarly, tax rules
regarding the Medicare levy and private health insurance

rebates have been designed to push wealthier people from the
public to private system. Income targeting is useful for
controlling fiscal costs, but ultimately has more to do with the
allocation of resources rather than improvement in the way a
service is delivered.

Second, there’s been a push towards prevention and return on
investment. Evidence has been growing that some types of
spending can be tied to improved outcomes years later. For
example, there is significant evidence that early childhood
education improves school performance, which in turn has been
strongly linked to higher employment rates and income in
adulthood. For governments, this means more tax and lower
social security spending. The idea of early investments that
produce positive fiscal impacts later has a natural appeal.

Third, there are opportunities to innovate in how services are
delivered. Much recent excitement revolves around ‘impact
investment’ where payments are tied to the outcomes achieved.
The most sophisticated form of this is the social impact bond,
where private investors contribute capital and assume the risk of
a program’s effectiveness; if it succeeds, the government pays
investors a higher return, justifiable as the outcomes have led to
fiscal savings elsewhere. While there can be complexity in
designing these bonds, they can offer private investment in
social sector services, risk-sharing of outcomes, and disciplined
measurement of the effectiveness of a program.

ExamplesExamples

In this section we give recent examples of how these ideas are
playing out in specific areas.

Income support systemIncome support system

Australia has one of the most sophisticated outcomes-based
payment frameworks in the world for employment outcomes.
Job seekers with work requirements are referred to third-party
employment service providers. There are separate services for
able-bodied job seekers and those with disabilities (who may
have part-time work requirements depending on their assessed
capacity). A large proportion of revenue for these providers is
outcome-based; they receive government payments when they
place job seekers in employment. These outcome payments are
structured to improve longer-term outcomes:

▪ The bulk of outcome payments are paid at 12 weeks and 26
weeks after job placement, and only if the employment is
sustained. This encourages providers to appropriately train
and place job seekers.

▪ Outcome payments are larger for job seekers with greater
barriers to employment. Job seekers are streamed based on
their characteristics and allocated to different funding bands.
This ensures providers still have an incentive to help those
with the largest barriers to employment.

▪ The streaming described in the second bullet relies on good
information on barriers to employment. The program is rich
in data; job seekers are interviewed to ascertain their barriers
(such as housing instability, education and duration
unemployed). Providers must maintain and submit good
records to receive payments. As a result, there is high quality
data for the program on which to base streaming rules and
other policy decisions.

Public housingPublic housing

Public housing is particularly amenable to long-range analysis,
since durations in housing tend to be long and ongoing costs
high. The New Zealand investment approach to social housing
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demonstrates some of the types of analysis that are possible
(Taylor Fry, 2015):

▪ There is notional potential saving for households that have
more bedrooms than they need. This often occurs when adult
children leave the household, or because the property was
larger than needed initially. In New Zealand’s case, the
theoretical saving from ‘right-sizing’ public housing is larger
than the long-term cost of providing additional housing
places for everyone on the waiting list.

▪ There are often regional imbalances. In some places, less
needy people can be housed in vacant properties while
needier people have longer waits in other regions. Better
targeting of new properties, informed by an understanding of
public housing demand, can ameliorate this issue.

▪ With average public housing durations measured in decades,
there is also a recognition that there may better options for
people with a real but temporary housing need. New Zealand
has invested heavily in emergency and transitional support
for such households, which can also reduce long-term fiscal
costs.

JusticeJustice

Policing, courts and corrections can all benefit from analytics
and long-term predictions. For courts, the progression of a case
through the court system can be predicted in ways that
courtrooms are used more efficiently. For corrections, prediction
models of recidivism are already used in many jurisdictions
internationally to help make parole decisions.

More broadly, criminal offending is highly concentrated amongst
a small fraction of the population. One Swedish study found 1%
of the population accounted for 63% of violent crimes (Falk et al,
2014).

Identification of these repeat offenders, particularly those
predicted to be at high risk of future offending, enables better
and earlier support, such as mental health or substance abuse
assistance. Again, such programs are designed with the goal of
improving outcomes and reducing future justice sector costs.

ConclusionConclusion

Government service delivery covers a wide range of programs
with different challenges and different levels of maturity in their
use of data and prediction. However, there is a clear trend
towards sophisticated analysis to enable these services to be
delivered better. Data and models will play an increasingly
important part in how programs are targeted, measured and
assessed for effectiveness.
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CareerView Podcast - Managing a Data Analytics
Team
By Hugh Miller and Aaron Cutter 

Reading time: 2 mins

Hugh Miller (Principal at Taylor Fry) asks Aaron Cutter (Principal 
at Finity) how he deals with the new technologies and skills 
required to manage analytics teams delivering for a diverse 
range of clients.

Aaron, a former physicist, has seen his work as a 
consulting actuary in the accident compensation and 
CTP and workers compensation space "morph into 
analytics projects". He's now also managing broader 
industry analytics projects for NFPs and sporting 
associations - mainly focused on marketing and media 
outcomes.

Listen to "CareerView - Managing a Data Analytics Team" on 
Spreaker.

"Each of those types of work's using analytics"Each of those types of work's using analytics
techniques and broader data sources these datechniques and broader data sources these days," says," saysys
Aaron Cutter.Aaron Cutter.

"Getting the sense check is the most important thing"Getting the sense check is the most important thing
that I do, it's making sure that I ask the right questionsthat I do, it's making sure that I ask the right questions
about what data’about what data’s used, how its been manipulated ands used, how its been manipulated and
trtransformedansformed… and then going through some pretty and then going through some pretty
pointed examples of what you’d expect to see comingpointed examples of what you’d expect to see coming
outout…""

Hugh asks a range of questions including:

• How has the way you present work to clients evolved?
• How have you enjoyed the opportunity to move into different

industries?
• Has career progression has changed in the world of analytics?

“the technology is different and there is a gap between“the technology is different and there is a gap between
what I've learned as an actuary and what my projectswhat I've learned as an actuary and what my projects
are requiring of the skills noware requiring of the skills now. I'm alwa. I'm always learning onys learning on
the job" - Aaron Cutterthe job" - Aaron Cutter

Listen in to the podcast to find out more about managing data
analytics teams and keep up to date on all data analytics news
and events by clicking here.
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Download Transcript here.

Follow the Actuaries Institute on social media;
↳ Facebook
↳ Twitter
↳ LinkedIn
↳ Spreaker
↳ YouTube
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Actuaries Podcast - Young Actuaries Conference
2018
By Solai Valliappan (solai.valliappan@zurich.com.au) and Angela Poon 

Reading time: 2 mins

Business Adviser at High Earth Orbit Robotics Solai Valliappan
previews her talk at the upcoming Young Actuaries Conference
(YAC) including the importance of a 'strong network' and her
work consulting on 'the Google Maps of asteroid resources in
space'.

Angela Poon (Actuarial Consultant at Finity Consulting
and YAC 2018 Organising Committee member) asks
Solai Valliappan (Business Adviser at High Earth Orbit
Robotics) about her advisory work to multiple startup
businesses in areas of risk management, strategy, data
analytics and finance.

Listen to "Young Actuaries Conference 2018 Podcast" on
Spreaker.

"often at the early stage of a compan"often at the early stage of a companyy, they need, they need
someone multi-disciplined and not so siloed" - Solaisomeone multi-disciplined and not so siloed" - Solai
VValliappan.alliappan.

Angela asks a range of questions including:

• How do you get to be an advisor in areas of finance, data
analytics, strategy and risk management all in one time?

• How has a strong network helped you in your career?
• Do you have any tips or advice for people who are trying to

explore or venture into an emerging field?
• How did you find your passion with working in the space

area?
• What can attendees expect to get out of the upcoming Young

Actuaries Conference?

"I really lik"I really liked the idea of the (Yed the idea of the (Young Aoung Actuaries)ctuaries)
conference and if it was offered when I was at aconference and if it was offered when I was at a
similar age, then I'd definitely be interested insimilar age, then I'd definitely be interested in
attending to hear the different ideas that they haveattending to hear the different ideas that they have
offered" - Solai Voffered" - Solai Valliappanalliappan

Listen in to find out more on Solai's unique career journey and
why the Young Actuaries Conference 2018 will be an exciting
event!

Solai is speaking at the 2018 Y2018 Young Actuaries Conferenceoung Actuaries Conference live in
the Institute’s Sydney office with webinar also available.

Early bird pricing closes Friday May 18Friday May 18 at 5:30pm5:30pm.
Click here to register now.Click here to register now.
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Download the Transcript here

Follow the Actuaries Institute on social media;
↳ Facebook
↳ Instagram
↳ Twitter
↳ LinkedIn
↳ Spreaker
↳ YouTube
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Actuaries working in Not for Profit roles
By Sarah Highet 

Reading time: 6 mins

Sarah Highet speaks to three actuaries who made a career 
change to work in NFP roles, motivated by a desire to use their 
skills to help people less fortunate than themselves and make a 
difference to their lives.

Considering between the ages of 18 and 67 we spend on average 
30% of our waking hours at work (and often it feels like more), it 
would be nice to be passionate about the work that we do. So 
why do some actuaries continue to work in traditional actuarial 
roles when they are not happy or satisfied?

What if there was a job that uses your actuarial skills and 
expertise but is far removed from working for your typical 
insurance company or consultancy firm? Something that you 
may find more rewarding and a change in scenery from the 
financial world. Well I’ve scouted out some people who work in 
such jobs!

AnthonAnthony Lowe, former CEO of Prostatey Lowe, former CEO of Prostate
Cancer FCancer Foundation of Aoundation of Austrustraliaalia

Anthony started out his actuarial life as a consulting actuary for
R Watson & Sons (now part of Willis Towers Watson) in the UK.
During his time at WTW, AMP and Mercer he worked mainly in
pension funds, progressively moving away from technical
actuarial work into more managerial roles.

After almost 20 years of working in insurance and pensions,
Anthony decided it was time for a career change. He obtained a
COO role with the National Breast Cancer Foundation, and then
4 years later became the CEO of Prostate Cancer Foundation of
Australia (PCFA).

Anthony’s actuarial qualification and experience has helped him
with the financial aspects of the Not for Profit COO and CEO
roles, such as business planning, controlling expenses and
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budgeting. There is also some simplistic reserving to make sure
they have enough money to fund research projects over long
time periods.

PHI and 'Bill Shock' Podcast, following the release of The
Dialogue thought leadership paper (co-authored by Anthony).

At PCFA Anthony is involved in research, where his actuarial
background enabled him to understand the statistical side of the
research and provide feedback to the research team. He loved
working there because the work was so rewarding. He was
helping improve the quality of life for men with cancer and the
research side of his role enabled him to go back to the more
technical side of actuarial work that he missed.

After seven years at PCFA, Anthony recently stepped down as
CEO. He is looking forward to his next challenge in the Not for
Profit sector.

Alice Truong, Senior Consultant AAlice Truong, Senior Consultant Actuaryctuary
at MLC Life Insurat MLC Life Insuranceance

If a CEO role is a bit more senior than what you have in mind for
your career change, perhaps Alice Truong’s experiences will give
you a bit of food for thought.

Alice has spent most of her career working in life insurance
companies. After 12 years, she decided she wanted to take

herself out of her comfort zone and do something where she
could give back to the community.

Alice had been keeping in contact with Julia Lessing, a previous
colleague, and discovered that Julia had the same desire to use
her skills and experience to help people less fortunate than
herself. In 2015, Julia presented Alice with a potential
opportunity to do this.

Julia had just set up a consulting firm called Guardian Actuarial,
a specialist actuarial services provider, focussed on providing
analysis and support in the human services sector.

During her time at Guardian Actuarial, Alice got involved in a
number of different projects, including creating a framework
that provides a common set of population-level wellbeing
outcomes and indicators for the NSW government; and assisting
state government agencies in building forecasting models to
estimate numbers of children in different parts of the child
protection system in the future. These models looked at
children going in and out of the protection system, so
similarities could be drawn between this and three state Income
Protection actuarial models which look at movements between
sickness, health and death.

Alice really enjoyed her time at Guardian Actuarial as it involved
a lot of problem solving and she was able to work with a very
diverse range of people who were really passionate about their
work.

Alice now works for MLC but is continuing her involvement in
the Not for Profit sector by volunteering for the Institute’s
Actuarial Hackathon that is currently being held (see below for
more information).

Nicole WNicole Wong, Social Performanceong, Social Performance
Specialist at Opportunity InternationalSpecialist at Opportunity International

Nicole studied Actuarial Studies with Maths at university and is
qualified as an Associate. She started out at an actuarial
consulting firm and worked in various different financial roles.
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Whilst working at Westpac, Nicole attended a talk given by
Opportunity International Australia (Opportunity), an
organisation working with companies in developing countries
that provide microfinance and community development services
to empower people living in poverty to grow their own
businesses and transform their lives, their children’s futures and
their communities. Opportunity’s goals aligned with her passion
to work in an industry where she could make a difference to the
lives of people in need, and in microfinance where she had
gained exposure from a previous role.

When an internship opportunity came up with Opportunity to
manage and monitor investments, Nicole took the leap to a
voluntary role, to gain experience in an organisation she was
passionate about. The internship led to a permanent job, and
Nicole now works in Social Performance Management. She
works with partners providing microfinance, focusing on Africa
and Asia, to ensure responsible practices are developed and
maintained, and analyses client information and satisfaction
survey results to help tailor products and services to meet target
market needs.

Nicole Wong, Opportunity International, pictured with
colleagues and YCAB clients, Indonesia. Pictured from left: Ibu
Adee (Opportunity), Ibu Supinah (YCAB), Nicole (Opportunity),
Ibu Yuliyanti (YCAB), Yamini (consultant, Ankuram)

Nicole’s largest partner has over one million clients, of which
they collect data for every single one. The datasets that Nicole
works with can be very large, and the quality and completeness
of the data varies by partner and so this analysis can be very
manual. Nicole is also involved in automating reporting
processes through Python due to her knowledge of other similar
big data software like SQL and SAS.

I could tell from talking with Nicole that she is truly passionate
and inspired by what she does. Nicole visits Africa and Asia two
to five times a year not only to meet her partners but also to
meet some of her partner’s clients and see how the loans they
have received have helped them start up small businesses and
make a difference to their lives.

So, are you interested in Not for ProfitSo, are you interested in Not for Profit
work?work?

Maybe Anthony, Alice and Nicole’s experiences have peaked
your interest and you’re wondering how you could get into a
similar role?

The best approach is to do your research and find out which
companies you may be interested in working for. Then be
diligent about checking their websites for any roles that may

become available (some companies allow you to join their
mailing list to keep informed of available opportunities).

Once you find that perfect job, you then need to prove that
you’re the right person for the role. When Anthony first
interviewed for a Not for Profit company he tried to put himself
in his potential employer’s shoes, to convince them how his past
experience could be applied in the context of the new job.

Like Nicole, you may also need to do some voluntary work first
in order to get some experience. If you’re a bit too risk averse to
quit your paid job and take up a voluntary role, see if you can
find some work that you could do on the side of your full-time
job that may make your resume look more appealing to the
company you’re interested in.

For example, Alice has become involved in the Actuaries
Institute’s Hackathon, where teams of actuaries’ volunteer to
help Not for Profit organisations (such as Opportunity
International Australia) solve problems where actuarial skills
would be helpful.

If you’re interested in learning more about this Hackathon event
as a potential voluntary role click herehere..

No matter how risk averse you may be, it is a big deal moving
from a job that you know like the back of your hand, and into
something that is completely different, that is likely to pay less
too. But as actuaries, we should know that sometimes it’s worth
having a little less money to potentially have a better quality of
life...
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Cutting Edge Artificial Intelligence (AI)
Applications in Insurance – a YAP event report
By Juan David Ospina León 

Reading time: 2 mins

The Young Actuaries Program (YAP) held its first event for 2018 
on a cool Melbourne evening on 16 March, grateful to have a 
panel of experts come to share their experiences on “Cutting 
Edge Artificial Intelligence Applications in Insurance”.

The MC for the event, Joyce Wang, structured a discussion with 
the panel members, asking them to clarify terminology and 
concepts and give examples of their work. There was time at the 
end for a few interesting questions from a very engaged 
audience.

The discussion began with DharmendrDharmendra Ya Yadav, Senior Managingadav, Senior Managing 
Consultant Cognitive Solutions GBS at IBM AustrConsultant Cognitive Solutions GBS at IBM Australia and Newalia and New 
ZealandZealand, explaining that AI is a broad term that encompasses 
various other terms you may be familiar with, such as machine 
learning and neural networks. Many would agree that we do not 
have a true AI in the world yet. That, at best, what we currently 
have are many components that perhaps support being able to 
reach one in the future. In the meantime, however, humans are 
being “enhanced” through what may best be called Augmented 
Intelligences which are trying to allow us mere humans to keep 
up with the petabytes of data being consistently generated 
around the world.

Our two other speakers, TTony Frony Frahill who is UW & Claimsahill who is UW & Claims
Analytics Manager at AIA AustrAnalytics Manager at AIA Australiaalia, and Rami Mukhtar,Rami Mukhtar, Head ofHead of
Analytics at IAAnalytics at IAGG, then expanded on how they’ve used some of
these skills in actuarial work. Tony shared an example of using
algorithms to gather insights from large numbers of claim files
in order to develop policies on occupational and mental health.
Rami then discussed how image analysis continues to develop
and is on the verge of being able to assess insurance costs from
photos, and then document findings.

A common rebuttal against the use of automation is the
potential loss of jobs, and perhaps some actuaries are worried
about that too. The panel was very reassuring and allowed us to
laugh away the fear of “Skynet”!
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While repetitive tasks in, say, pricing and underwriting, can be
handled by computers, there will still be a need for people who
build these programs. So automation will create new tasks.

“Don’t for“Don’t forget AI is built by humans with good statisticsget AI is built by humans with good statistics”” said
Dharmendra, and to prepare for future created jobs, Rami
recommended learning how to code in R and Python.

Tickets are selling fast for the 2018 Y2018 Young Actuaries Conferenceoung Actuaries Conference.
Early bird pricing closes Friday May 18Friday May 18 at 5:30pm5:30pm.

Click here to register now.Click here to register now.

Actuaries Magazine

Page 24 of 41

https://actuaries.asn.au/microsites/young-actuaries-conference-2018
https://actuaries.asn.au/microsites/young-actuaries-conference-2018/registration


Inspiring Change: Interview with Actuary and
Director at the National Disability Insurance
Agency (NDIA)
By Meng Yuan 

Reading time: 3 mins

At the upcoming 2018 Young Actuaries Conference (YAC) Meng
Yuan will share her journey to a role as an actuary in
revolutionary disability reform, and a piece of advice that
changed the way she approaches work and measures success.

Actuaries Magazine

Page 25 of 41

1.1. What are your role’What are your role’s ks keyey responsibilities?responsibilities?
My role’s key responsibilities include assisting the Scheme Actuary in 
monitoring the financial sustainability of the National Disability 
Insurance Scheme (NDIS), reporting on various aspects of Scheme 
performance to a wide range of internal and external stakeholders, 
and providing actuarial advice to other areas of the Agency to assist 
with the operation of the Scheme and policy development.

2.2. What do you enjoWhat do you enjoy about your role?y about your role?
What do you enjoWhat do you enjoy about working iny about working in
this industry?this industry?

I love working with the fantastic team here at the NDIA where there is 
a shared passion for what we do. I enjoy working in disability reform 
because it is deeply rewarding to be a part of a scheme aimed at 
helping people with a disability live ordinary and fulfilling lives.

3.3. What is one of your proudestWhat is one of your proudest
achievements or interesting projectsachievements or interesting projects
you’ve workyou’ve worked on and whed on and why?y?

One of my proudest achievements was to live and work in Ireland for 
two years where I knew no one upon arrival and quickly established a 
new network around me, both professionally and personally. It was an 
exhilarating journey, with plenty of excitement, apprehension, 
challenges and surprises along the way. But mostly, it was a journey of 
self-discovery, of seeing the amazing possibilities when you allow 
yourself to get out of your comfort zone and plunge into the unknown.



4.4. What have been the most valuableWhat have been the most valuable
learning experiences in your career tolearning experiences in your career to
date?date?

All my learning experiences to date have been valuable. At PricewaterhouseCoopers (PwC) where I began my career as an actuarial 
consultant, I learned the building blocks of becoming an actuary, the SAS and Excel, the techniques and concepts, and the actuarial 
control cycle. At American International Group
(AIG), I learned about stakeholder relationships, and the value of actuarial advice. Currently at the NDIA, I’m learning about adapting 
to change, and using my actuarial skills to serve a greater sense of purpose.

5.5. What advice do you have for YWhat advice do you have for Youngoung
AActuaries in making their mark in thectuaries in making their mark in the
social policy field?social policy field?

Have the confidence in knowing that the actuarial skills that you have developed, in whatever field, are transferrable. Be open to new 
possibilities and non-conventional ways where actuaries can make a valuable contribution. Listen to your heart, and pursue a purpose 
over a career.

6.6. What are you presenting on at YWhat are you presenting on at YAAC –C –
give us a little teasergive us a little teaser…

I will be telling the story of how my path crossed with the NDIA, and the role of an actuary in this revolutionary disability reform that 
is quickly unfolding. I will also be sharing a piece of advice given to me by the General Manager of AIG Ireland which had changed the 
way I approach work and the anchor with which I measure success.

7. What are you looking forward to7. What are you looking forward to
about participating in the second annualabout participating in the second annual
YYoung Aoung Actuaries Conference (Yctuaries Conference (YAAC)?C)?

I am looking forward to hearing other stories of inspiring change, and meeting budding actuaries who are curious about new frontiers 
where actuaries can contribute value and make a real difference.

View theView the full Yfull YAAC 2018 ProgrC 2018 Programam andand Register hereRegister here. If. If you canyou can't be in S't be in Sydney to attend, there are networkingydney to attend, there are networking 
webinar sessions organised for Brisbane andwebinar sessions organised for Brisbane and Melbourne, and a webinar available (at a discountedMelbourne, and a webinar available (at a discounted price) 
wherever you are too. Viewprice) wherever you are too. View venue detailsvenue details andand webinar rwebinar ratesates..

Read theRead the 2017 Y2017 YAAC event reportC event report..
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Asia Tour 2018 Part 3: Singapore and Kuala
Lumpur
By Kitty Chan 

Reading time: 3 mins

After our short stay in Shanghai, we headed to Singapore and 
Kuala Lumpur to complete the Asia Tour 2018. With special 
presenters on Data Analytics and actuaries in business, the 
event was a fantastic forum top discuss our future together.

Apart from meeting with the local stakeholders, the Institute 
hosted two networking sessions on this leg of the tour.

At our Singapore networking sessionSingapore networking session on 15 March 2018, with the 
support of the Singapore Actuarial Society (SAS), Mudit Gupta 
and Ankur Agrawal presented on the topic of “Data Analytics and 
the Actuarial Profession”.

Mudit is the Chief Actuary for Sompo Insurance Singapore and 
served as the Chair of the Singapore Actuarial Society ’s (SAS) Big 
Data Committee. Ankur currently heads the AXA Data 
Innovation Lab in Asia which was set up in Singapore in 2016.

From left to right: Danny Quant (SAS), Matthew Maguire (SAS),
Elayne Grace, Wai Yi Lee (MAS), Rachel Ong (MAS) and Kitty Chan
in Singapore

The speakers highlighted the new opportunities in data analytics
in Asia and threats from the evolving professional landscape.
Moreover, they shared how the SAS Big Data Committee is
preparing for these changes.

Asia Insurtech landscape

Mudit suggested opportunities for the Institute to complement
the local societies with their strengths in Asia and focus on:

• Professionalising data analytics education including for those
that have competed formal education.

• Academic research for SE Asian context.
• Sending exceptional speakers form Australian conferences to

local events and roadshows.
• Deliberate production of Asian content.
• Fees for Asia-based members.
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Our Kuala Lumpur networking sessionKuala Lumpur networking session took place on 16 March
2018 with the support of Actuarial Society of Malaysia.

From left to right: Han Wah Chew (FIAA), Grace Ng (FIAA), Elayne
Grace, Huang Phing, Rajeswari Eliyathamby, Nur Nabila Zafirah
Abdul Samat and Leong Carven at Bank Negara Malaysia

From Standing (left to right): Martin Fortier, Gary Hoo, Nancy
Tan, Andrew Loh, Kelvin Wong, Loke Kah Meng and Yeoh Eng
Hun; Sitting (left to right): Sim Ng, Sophia Ch’ng, Elayne Grace,
Ravinder Singh, Khoo Poh Beng and Nelson Yu in Kuala Lumpur

Sim Ng presented on the topic “Finding the sweet spot”. Sim is
the Chief Financial Officer for Prudential Assurance Malaysia
Berhad. She is also active in the actuarial education community
and a current member of the Asia Sub-committee of the
Actuaries Institute Australia. Sim explored how actuaries can
contribute to the business decision making process and be an
active member of the management team. She also examined the
working relationship between CFO and CEO and the importance
of Risk Intelligence – maintaining the right balance between risk
and reward.

I asked Sim for her advice to young actuaries who have vision to
become future a C-Suite leader,

“Be passionate about what you do, get the fundamental skills“Be passionate about what you do, get the fundamental skills
right and look to be an expert!”right and look to be an expert!” she said

The Asia TThe Asia Tour 2018 concluded on 16 March, thank youour 2018 concluded on 16 March, thank you
for the great support from the Members and co-for the great support from the Members and co-
hosting partners.hosting partners. If you would likIf you would like to participate ande to participate and
have ideas for the 2019 progrhave ideas for the 2019 program, feel free to contactam, feel free to contact
Kitty ChanKitty Chan for further discussion.for further discussion. WWe look forward toe look forward to
the Asia Tthe Asia Tour 2019!our 2019!

Ankur Agrawal Matthew Maguire Mudit Gupta
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Presidential Dialogue: March 2018 Council Report
By John Evans (jevans@pgeaus.onmicrosoft.com)

Reading time: 3 mins

John Evans presents his report to members from the recent
Actuaries Institute Council meeting held on 5 March 2018,
outlining key issues discussed and decisions made.

This was the first Council meeting of the year. The next Council
meeting will take place on 13 June.

Your Council members discussed a wide range of
developments. Importantly, the Institute’s new Strategic Plan
2018-20+ milestones and success measures and future state of
the profession communication were approved by Council. These
were sent to Members via email on 10 April.

The month of May is now upon us - as are two significant events
for the Institute.

Our 2018 Financial Services ForumFinancial Services Forum (21-22 May) is set to host a
great line up of plenary speakers and concurrent sessions in
Sydney. A number of new initiatives have been implemented in
the organising of the event, including selecting top quality
curators to oversee speakers/topics in their area. I’m sure the
program innovations will make for a fantastic conference.

The second important major event for the Institute is the 20182018
International Congress of ActuariesInternational Congress of Actuaries (ICA2018) in Berlin in early
June. The Convenor of the IICA2022CA2022 Organising Committee,
Daniel Smith, gave an update on past and future activities and
initial budget considerations. Key members of the Organising
Committee will attend ICA2018 to gain knowledge, speak to
potential sponsors and promote ICA2022. We look forward to
using these insights to inform our preparation for the
International Congress of Actuaries coming to Sydney in 2022.

Education StrEducation Strategy Reviewategy Review
implementation plan and CPD plansimplementation plan and CPD plans

The Actuarial Lead Educator and two part-time Actuarial
Educators have been appointed with their main focus being to
improve the content and delivery of our Part IIIs. Past President
Jenny Lyon has agreed to take on an Education Strategy
Coordinator role that aims to help improve understanding
across the Education Council Committee, Education Strategy

Review Committee and Council now that we are moving towards
transition.

There will be a special Council meeting in May to decide the
high-level curriculum subjects for the new Fellowship and
Associate programs and approve the first two Fellowship
subjects to be developed for delivery in 2019.

Over 879 items of CPD content were produced in 2017.Over 879 items of CPD content were produced in 2017.

Plans for 2018 include progressing the Content Repository
System.

A CPD audit was completed in 2017 with satisfactory
compliance. Full CPD audits will be conducted annually.
Members who fail to produce records for the previous year
within 14 days, or to provide a satisfactory explanation for failing
to produce, will be sent a warning letter with follow up action as
required.

On the riseOn the rise

The Institute made an $18k surplus in 2017 compared to a $21k
budgeted surplus. As at end of December, net assets were
$4,479k. The audited financial statements for the Institute for
2017 were approved at the meeting.

At the end of December 2017, the Institute had 4,695 members4,695 members,
up 6% on the same period last year. Fellows numbered 2,254
(+5%); Associates 676 (+7%) and Students 1,593 (+7%).

To simplify our 15 membership categories and fees, Council
supported a review of these and asked the Audit and Risk
Council Committee to look at the principles that should be taken
into account. The introduction of a late payment fee as of this
year, similar to practices by other organisations, was approved
by Council in order to reduce the significant workload involved
in chasing up membership subscription payments.

Reviews and updatesReviews and updates

Convenor of the Disciplinary Scheme ReviewDisciplinary Scheme Review Committee, John
Trowbridge, briefed Council on the new Scheme proposal. It will
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be circulated for approval by Council, following some further
discussion

The 2018 AThe 2018 AGMGM will be held at 8.00am on Tuesday 22 May, Hilton
Hotel Grand Ballroom, Level 3, 488 George Street, Sydney.

Public Policy PrPublic Policy Practice Commitactice Committeetee Convenor Michael Rice briefed
Council on the extensive activities of the committee. Notably, a
working group has been set up to consider outcomes from
the Royal Commission into Financial Services.

Life InsurLife Insurance and Wance and Wealth Managementealth Management Practice Committee
Convenor Ilan Leas advised Council about the Committee’s focus
on restructuring its subcommittees and working groups to put a
greater focus on output and timeframes.

Professional StandardsProfessional Standards

Here's a summary of the decisions that were made regarding
professional standards:

Practice Guideline 499.04 Accounting for Superannuation and
Long Service Leave Obligations Under AASB 119 will be
withdrawn, with effect 31 March 2018; and

Practice Guideline 3: Actuarial Practice in Relation to AASB 119
Employee Benefits is approved with effect on actuarial services
performed on or after 1 April 2018.

Practice Guidelines PG 699.00 (Definitions), PG 699.01 (Pricing
and Financial Projections for Private Health Insurers) and PG
699.02 (Valuation of Health Insurance Liabilities) are approved
with effect from 31 March 2018.

FFeedback please!eedback please!

If you would like to provide some feedback, please head to the
Discussion ForumDiscussion Forum on the Institute's website, or contact one of
your Councillors below:

John Evans (President)
Nicolette Rubinsztein (Senior Vice President)
Hoa Bui (Vice President)
Andrew Brown
Ann-Maree Cook
Andrew Doughman
Jefferson Gibbs
Annette King
Bill Konstantinidis
Michael O’Neill
Chao Qiao
Barry Rafe
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Welcome to New Members - May 2018
By Actuaries Institute (Actuariesmag@actuaries.asn.au)

Reading time: 1 minute

WWelcome to the Institute’elcome to the Institute’ss
newest members!newest members!

May 2018

Australia

Ajay PARSHOTAM (VIC)

Anh Nguyen-Quynh CHU (NSW)

Artem CHURILOV (NSW)

Bea Chariz Pamplona MARQUESES (NSW)

Brett Ashley STEEL (NSW)

Dilini TILAKARATNA (VIC)

Enzheng LI (VIC)

Genevieve FLETCHER (QLD)

Guizhen LI (VIC)

Haosen SUN (VIC)

Jennifer LE (WA)

Jia Cheng YAO (VIC)

Jiajun LU (NSW)

Jiani CHEN (VIC)

Jingting GAO (NSW)

Junaid PARAK (QLD)

Justin Gregory WILLIAMS (QLD)

Kateryna GARAZHA (VIC)

Ken Meng TAN (VIC)

Kuan Ying CHEN (VIC)

Kumaran MANOHARAN (NSW)

Liangjie LAI (ACT)

Lisa Ngoc TRAN (NSW)

Man Lok WONG (NSW)

Menglei CUI (VIC)

Michelle Kim PHAM (VIC)

Minhao LEONG (NSW)

Muntazir MEHDI (VIC)

Nam Thuy Linh NGUYEN (QLD)

Natthanond CHITIWONG (WA)

Nicholas Guy MIDDLETON (NSW)

Nick MIDDLETON (NSW)

Peter MORIAN (NSW)

Robert William ANNABEL (NSW)
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Rong Jiin CHEN (VIC)

Russell James JARRETT (NSW)

Simran CHATURVEDI (NSW)

Sivanesarajah Arjun PERUMYNAR (NSW)

Tan Ngoc DO (NSW)

Theresa SHIELS (NSW)

Vanessa CHIN (WA)

Wanru LIU (VIC)

Xinyu ZHANG (ACT)

Xinyuan HE (NSW)

Yichao QIAN (ACT)

Yonas TIBEBU (NSW)

Ze-Xi GAN (ACT)

Overseas

Jianlin HUANG (CHINA)

Jiayao WANG (CHINA)

Ke SUN (CHINA)

Lining ZHOUR (CHINA)

Qiyun ZHANG (CHINA)

Xushi CHEN (CHINA)

Yun SHEN (CHINA)

Hiu Yeung WANG (HONG KONG)

Jun Yuan TAN (MALAYSIA)

Emma VITZ (NEW ZEALAND)

Rachael Margaret Gray YOUNG (NEW ZEALAND)

Richard Xincong ZHOU (NEW ZEALAND)

Thanh Hai NGUYEN (NEW ZEALAND)

Yeun Ie CHOI (NEW ZEALAND)

Muhammad Nauman AKBANI (PAKISTAN)

Benjamin LOW (SINGAPORE)

Tiong Wei Benny LIM (SINGAPORE)

Pongsapon PAKORNROONGRUENG (THAILAND)

Wenchu LI (UNITED STATES)

Phuong Ha NGUYEN (VIETNAM)
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Data and privacy in the aftermath of Cambridge
Analytica - Normal Deviance
By Hugh Miller 

Reading time: 3 mins

The Facebook - Cambridge Analytica saga has dominated
headlines. It has been a useful case study for companies
thinking about their data and partnerships arrangements.

There has been plenty of coverage on the Cambridge Analytica 
controversy in the media. The company obtained access to 87 
million Facebook profiles via an online personality test, allowing 
it to place highly targeted political advertising. Actuaries 
generally deal with large amounts of data, much of it sensitive, 
so it’s worth reflecting on the lessons we can draw from the 
saga.

1.1. YYou cannot shut the door once theou cannot shut the door once the
horse has boltedhorse has bolted

This story represents a second high-profile case where the 
company tried to solve the problem by asking a third party to 
delete data they should not have (Uber being the other recent 
high-profile case). It’s clearly an awkward strategy, and there’s 
no real way to ensure data gets deleted. In the case of 
Cambridge Analytica, a related issue was the existence of 
derivative information (highly detailed ‘models’ that encoded 
much of the data) – this was not covered by the promise to 
delete.

2.2. AAvoid inconsistencies between whatvoid inconsistencies between what
data people can access and what theydata people can access and what they
are allowed to accessare allowed to access

One of the issues is that access to the behaviour and likes of
friends was available to the researcher who supplied data to 
Cambridge Analytica. The use of friends’ data for targeted 
advertising was against Facebook’s rule, but the data access 
loophole meant there was a mismatch between what people 
could do and what they were supposed to do.

In Facebook’s case, it wasn’t a particularly hard loophole to fix
either – they quietly removed the functionality recently.

3. Think through what data you have3. Think through what data you have
and who is using itand who is using it

Data is one of the key assets for companies. The incentive to
hold and use data to inform marketing and other business
functions is very strong, but it also increases the risks. Many
companies are moving from a ‘keep everything’ mentality to a
more strategic view of what data is important, and what can be
done to reduce their residual data risk. Credit card data is an
obvious example – retaining these details on file may make
future customer transactions easier, but there is a significant
risk to manage and outsourcing to third party payment apps
might be preferable.

4. Responding to a data breach4. Responding to a data breach

The response to a crisis is often as impactful as the original
event. An honest mea culpa is compulsory, and best not delayed
too long. People will track such statements carefully, particularly
around what level of responsibility the company is assuming.
Because crisis events require quick and decisive responses,
forward planning never goes astray. Having a practices process
can less the resulting fallout.
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Longer-term, there is also an expectation of improved practices
and policies to prevent similar events from occurring. Facebook
as been proactive in supporting tighter controls internationally,
in line with it's European compliance obligations (although
perhaps actions speak louder than words).

5. The regulatory elephant in the room5. The regulatory elephant in the room

Facebook seems to have survived relatively unscathed, in part
thanks to its unassailable position as the biggest social network
company. The share price impact has been visible but modest.

The more substantive issue, relevant to companies in Australia,
is that every high-profile data breach increases the momentum
behind stricter privacy legislation. Many would welcome better
safeguards for consumers, but it creates a quandary for
companies – should they invest in analytics that maximise what
they can do, or should they factor in expected tightening in
future privacy rules and be less aggressive?

No Australian company has the same set of data and risks as
Facebook, but we all have risks and responsibilities around data.
Customers are the ultimate arbiter of what is appropriate use of
their data, and are increasingly aware of the issues. With
notifiable data breach reporting laws coming into effect this
year, the need for companies to be diligent data handlers
continues to rise.
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Cryptocurrency: The regulatory struggle of new
age financial technology
By Justin Diamond  

Reading time: 5 mins

Justin Diamond looks at rise and fall and rise of Bitcoin, and
what is needed to ensure future viability of cryptocurrencies that
are by nature, decentralised and untraceable.

Consider the imprConsider the impracticality of using Bitcoin to purchase a coffeeacticality of using Bitcoin to purchase a coffee.
From the time you leave home in the morning to the time you
arrive at the coffee shop, Bitcoin’s value may drop by 20%,
making the transaction unpredictable and undermining
consumer confidence.

2017 vs. 20182017 vs. 2018

2017 – the year cryptocurrency made a global name for itself.
The year Bitcoin climbed from below $1,000 USD to almost
$20,000 USD, where the cryptocurrency market cap soared from
$18bn USD to over $800bn USD and where ICO funding
exceeded traditional VC funding.

Source: Coindesk

This beckons the question: How will 2018 be remembered?How will 2018 be remembered?

At a glance, we are due for a ‘bubble pop’ – the year where the
financial world comes to their senses and realises the fleeting
nature of cryptocurrency

Although 2018 has already seen Bitcoin plunge to $9,000 USD, a
market crash does not appear to be on the horizon. Rather, the
significant price fluctuation is indicative of a market correction; a
healthy adjustment following a barrage of regulatory
announcements.

While regulation may lead to short-term speculation, this may
be a necessary sacrifice for long-term vitality.
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The year of regulation: legitimisingThe year of regulation: legitimising
cryptocurrencycryptocurrency

The problemThe problem – An unregulated landscape– An unregulated landscape

The decentralised, untraceable nature of cryptocurrency poses
obvious threats to regulatory authorities.

Enabling individuals to evade the scope of regulators
undermines Basel III and other risk management measures
which protect the integrity of the financial system. By providing
anonymity to users, cryptography impedes detection of money
laundering and other forms of digital crime.

The cases of Mt. Gox, (where billions of dollars of Bitcoins where
stolen), and Silk Road, (exposing the extent to which the dark
web utilised Bitcoin to fund illicit transactions), have compelled
regulators to grapple with consumer protection and the role of
cryptocurrency in digital crime.[1]

RegulationRegulation – Undermining the idea of a decentr– Undermining the idea of a decentralised market?alised market?

If cryptocurrency is premised on a free market notion and
derives value from its immunity to third-party regulators, is
regulation counterintuitive?

Whilst financial disintermediation and circumvention of third
party institutions are powerful assets, more is needed to
support the sustainable adoption of a currency.

To thrive, currencies require State legitimacy and endorsement.

Currency is dependent upon the meaning society places on its
value, and its utility in the context of social interactions and
transactions as a medium of exchange. Cryptocurrencies
typically fall short in this respect – their volatility inhibits their
use for daily transactions.

Consider the coffee example above.Consider the coffee example above.

Consumer confidence drives the mainstreaming of currency.
Given the significant role of government institutions in
protecting and instilling consumer confidence, currencies ought
to have a much higher chance of adoption if they do not
circumvent the state but are legitimised by it. Volatility has thus
kept institutional investors at bay, who typically play a significant
role in market price stability.

As articulated here by Commodity Futures Trading
Commissioner Brian Quintenz, “regulation can add to
credibility… and I think the participants in this market want a
credible marketplace”.

Nevertheless, according to technologists Isaac Pflaum and
Emmeline Hateley “it is essential that a coherent regulatory
approach be developed”,[2] with a focus on embracing the utility
of cryptocurrency, rather than enacting onerous regulatory
requirements to suffocate it.

Finding a solutionFinding a solution

Regulators globally are confronted with a common question:
How can the benefits of cryptocurrency be harnessed, whilst
protecting consumers and preventing cryptocurrency-enabled
crime?

Answering this question requires an assessment of the existing
regulatory landscape. While China has adopted a stringent
scheme, banning all ICO’s and internet access to all things
cryptocurrency related, countries such as Australia, South Korea
and the US have taken less severe approaches.

South KoreaSouth Korea:: South Korea is currently preparing a regulatory
plan for ICO’s, by working with the tax authority to implement a
robust framework and promote blockchain technologies.
Nevertheless, authorities have cracked down on illegitimate
exchanges, and implemented a rule disallowing anonymous
accounts from trading.

AustrAustraliaalia:: Since 3 April 2018, Australian based cryptocurrency
exchanges have been required to abide by Anti-Money
Laundering (‘AML’) regulation, enforced by AUSTRAC. Obligations
include registering with AUSTRAC, identifying and verifying
customers, reporting suspicious matters and adopting an AML
program to identify, mitigate and manage laundering and
terrorism financing risks.

Additionally, in addressing the 2017 Australian Payment Summit,
RBA Governor Phillip Lowe suggested the eventual endorsement
of an official digital currency – ‘the eAUD’; using distributed
ledger technology (upon which Bitcoin is based). While Lowe
indicated the potential efficiencies of an eAUD, he conceded that
there are a range of complex operational and policy questions
which first need to be considered, and that there are no
immediate plans of issuance.

Nonetheless, Lowe’s consideration in addition to the recent
regulatory changes signify a trend toward the legitimisation of
cryptocurrencies as an asset, instilling confidence in the market.

United StatesUnited States:: The Securities and Exchange Commission (‘SEC’)
have not rejected nor endorsed cryptocurrencies as an asset
class. However, the SEC have expressed an intention to apply
securities laws to exchanges in the near future. Additionally, the
SEC have indicated their disapproval for the manner in which
ICO’s are conducted, cracking down on fraudulent ICO’s, such as
‘Centra’.

A multilaterA multilateral approach is neededal approach is needed

An analysis of the different regulatory systems reveals a
“patchwork of inconsistent and incomplete attempts”.[3]
According to Pflaum, “so long as commitments to international
cooperation … are informal, non-binding and carry no penalties,
regulatory arbitrage will drive users of the currency towards
operating in states with the lowest regulatory burdens”.[4]

The international landscapeThe international landscape

International bodies including the United Nations Office on
Drugs and Crime, the Financial Action Task Force (FATF) and the
G20 have played a significant role in researching cryptocurrency-
related crime, developing regulatory frameworks and facilitating
international collaboration, respectively.

G20 financial policymakers have agreed to carefully monitor
cryptocurrencies, urging international standard-setting bodies to
continue working toward a multilateral response. The regulatory
guidelines developed by FATF have been welcomed, with
members setting a July deadline for concrete recommendations
on global implementation of FATF standards.

Aligned with the G20 sentiment, political scientist Malcolm
Campbell-Verduyn posits that the FATF framework provides an
“effective balance in mitigating potential risks and actual
opportunities”.[5]

How will 2018 be remembered?How will 2018 be remembered?

A multilateral, consistent set of standards needs to be adopted
by the international community. The FATF guidelines appear to
be the most robust, co-ordinated and appropriate approach yet.
Accordingly, if the G20 recommendations in July are adopted by
the international community, cryptocurrency regulation should
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begin to look more apt for its purpose – promoting confidence in
the market whilst effectively combating nefarious activity.

[1] H. Deng, R., 2017. Handbook of Blockchain, Digital Finance,
and Inclusion (Volume 1) Cryptocurrency, FinTech, InsurTech,
and Regulation. 1st ed.

[2] Pflaum, I., & Hateley, E, 2014. A bit of a problem: national and
extraterritorial regulation of virtual currency in the age of
financial disintermediation. Georgetown Journal of International
Law, 45, 1169–1215.

[3] Pflaum, I., & Hateley, E, 2014. A bit of a problem: national and
extraterritorial regulation of virtual currency in the age of
financial disintermediation. Georgetown Journal of International
Law, 45, 1169–1215.

[4] Pflaum, I., & Hateley, E, 2014. A bit of a problem: national and
extraterritorial regulation of virtual currency in the age of
financial disintermediation. Georgetown Journal of International
Law, 45, 1169–1215.

[5] Campbell-Verduyn, 2018. Bitcoin, crypto-coins, and global
anti-money laundering governance. Springer - Crime, Law and
Social Change, 283-305.
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Is It Time for a New Monetary Regime?
By Michio Suginoo  

Reading time: 6 mins

Michio Suginoo explores whether the recent low in bond yields
have broader implications for monetary policy across the world.

There is much hype around cryptocurrencies, such as Bitcoin,
which have received significant media attention as well as
increasing regulator scrutiny. One possibility is that this
popularity reflects growing frustrations against fiat money – the
existing monetary system controlled by central banks. The rise
of cryptocurrencies has also emerged at the same time as a
deflationary environment among some advanced economies. Is
this all a coincidence—or are there some bigger underlying
forces in the world’s monetary environment? Taking history as a
guide, there are some past trend that offer striking parallels to
our time. It suggests a new paradigm shift in monetary regime.

This article, outlining historical features of the monetary regime

cycle[i] (MRC) and paradigm shifts in monetary system, attempts
to place modern events in this broader context.

Historical MRHistorical MRCC

Since the 19th century, the coherent underlying evolution in the
monetary system was the gradual shift from metallic standards
to fiat money in multiple steps. In its passage, a series of
significant paradigm transformations in monetary regime took
place around reversals of the bond yield cycle in the core global

power states (call it the bond wave[ii]) namely the UK until the
early 20th Century and US thereafter. (Suginoo, 2017)

Also, historical reversals of the bond wave tend to correlate with
extreme monetary conditions, possibly with some time lags. A
top range of the bond wave is highly associated with an extreme
inflationary environment; its bottom range, with an extreme
deflationary environment, except for war interruption

periods.[iii] (Suginoo, 2017)

These two empirical relations together suggest that extreme
monetary conditions might have something to do with paradigm
shifts in monetary regime. The chart below captures these
historical facts[iv]. And the details can be found in this hyperlink.
(Suginoo, 2018)

Historical TrHistorical Transitionsansitions

MRC in the chart, providing only four historical reversals of the
bond wave, presents three types of monetary transitions: two
‘orderly transitions,’ a ‘chaotic transition,’ and a ‘total vacuum.’

Two ‘orderly transitions’ evolved along new consolidation stages
in the global geopolitical order:

• after the newly unified German Empire in 1871[v] replaced
their legacy silver standard with UK’s monetary system, it
galvanised the network externalities of the gold standard. The
rest of advanced economies took a gradual orderly path for
30 years to gravitate toward the gold standard;

• the vacuum of power in the Old Continent allowed US to
assume monopoly power to shape the post-WWII monetary
regime, the Bretton Woods system in 1944, a ‘de-facto US
Dollar Standard,’ in which USD was the only currency
convertible to gold and the rest of currencies were loosely
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pegged to USD, significantly compromising the gold
convertibility of currencies.

Then, there were one ‘chaotic transition’ and one ‘total vacuum.’

• A ‘chaotic transition’ emerged in line with the failure of the
Bretton Woods system, the Nixon Shock, and its aftermath. It
lasted until the debut of Paul Volcker as the Chairman of FRB,
who set domestic price stability as the core anchor of the
central bank’s monetary policy.

• The ‘total vacuum’ event refers to the period between WWI
until the end of WWII. The period saw significant failings in
the gold standard without a robust replacement.

The last two transitions (the chaotic transition and the total
vacuum) demonstrate that authorities’ pursuit in preserving the
status quo could create broader economic imbalance and
paradoxically impair their existing monetary paradigm. Both
transitions were also by-products of arbitragers’ victory against
monetary authorities’ inertia. Here is another episode, the birth
of UK gold standard, to emphasise this tendency. (Suginoo,
2018)

New Monetary RegimeNew Monetary Regime

It might well appear that we are at another turning point in the
bond wave, with bond yields as low as they are likely to go and
an eventual reversal inevitable (however, this might be proven
wrong, if a persistent deflation were to re-emerge going
forward). With history as a guide, under the current extreme
monetary condition with an extended period of low interest
rates, we are likely to experience some sort of paradigm
transformation in the monetary regime—maybe with some time
lag.

Contemplating potential alternatives for the next monetary
regime, we need to monitor several points:

• geopolitical developments;
• both the ability and the willingness of our monetary

authorities to present a new monetary paradigm to cope with
new economic realities;

• other financial innovation from outside the central banks.

In our contemporary context, one relevant parallel to historical
paradigm shifts is Shirakawa’s monetary policy paradox:
monetary policy’s success in restoring price and economic
stability can feed the very causes of financial crisis—an
extension of leverage and its consequence, asset bubble. Such
bubbles in turn lead to economic instability. Once its
consequential financial crisis unfolds, monetary policy loses its
effectiveness. It creates a self-defeating cycle. In the long-run,
monetary policy could end up transferring economic imbalance

from one area to another in the economy[vi]. (Suginoo, 2017)

After all, we still need to be aware of our limitation in
contemplating the future. If our future is shaped by three
dynamics—cyclical dynamics, evolutionary dynamics, and by-
product of accidents—the last two factors are tautologically
beyond our ability to anticipate. Here is a list of some possible
alternatives for the forthcoming monetary reality. Please visit my
existing work to explore them further.

1. Change in the key currency within the existing framework of
fiat money regime, with a larger role for the RMB and possibly
the EUR.

2. Increased roles for cryptocurrency, either advanced versions
of Peer-to-peer cryptocurrencies, or even versions issued by
central banks.

3. Regression back to a commodity monetary standard.
4. Breakdown Era of Fiat money, where the existing model

carries on with increasing levels of dysfunction.

5. Coexistence of multiple forms of currency, including the
options listed above

[i] In this reading, ‘cycle’ refers to general pendulum-like
oscillation dynamics with irregular interval and irregular vertical
scale. It is an open system that is susceptible to cyclicality,
evolutions, and uncertainties. Therefore, it does not convey any
notion of a regular periodic constant cycle.

[ii] The bond wave concerns the core power states of a given
time, referring to either of the followings: the cycle of its long-
term bond yields in a general context, and a rising cycle of its
long-term bond yields or a declining cycle of its long-term bond
yields in a trend context. I use these words interchangeably.

[iii] A war interruption can cause inflationary force even at the
bottom of the bond yield cycle. (Goldstein, 1988, pp. 252-253) As
an example, the post-Great-Depression deflationary
environment was transformed to be inflationary by WWII even
at the bottom of the bond yield cycle at that time. In addition,
during the war the bond yield was managed by the government
for the purpose of smooth war-financing. In a way, for this
particular case, the lag was the symptom of the war-financing
management.

[iv] Refraining from analysing the causal relationship between
these factors—monetary conditions, the bond wave, and the
monetary regime cycle—this reading invites readers to focus on
observing historical facts as a guide to formulate relevant and
legitimate questions about the present and the future of our
monetary paradigm. In this attempt, it sees that our reality is
driven by at least three dynamics: cyclical dynamics,
evolutionary dynamics, and by-product of accidents. In a way, it
promotes an agnostic approach in economic thinking, without
heavily relying on any particular school of economic thought.

[v] Henry Kissinger (2014) wrote “Disraeli called the unification of
Germany in 1981 “a greater political event than the French
Revolution” and concluded that “the balance of power has been
entirely destroyed.” The Westphalian and the Vienna European
orders had been based on a divided Central Europe whose
competing pressures—between the plethora of German states
in the Westphalian settlement, and Austria and Prussia in the
Vienna outcome—would balance each other out. What emerged
after the unification was a dominant country, strong enough to
defeat each neighbour individually and perhaps all the
continental countries together. The bond of legitimacy had
disappeared. Everything now depended on calculations of
power. (…) Europe’s new order was reduced to five major
powers, two of which (France and Germany) were irrevocably
estranged from each other.” (Kissinger, 2014)

[vi] Shirakawa’s paradox reminds us of Hyman Minsky’s
emblematic phrase “Stability is Destabilising” that encapsulates
his Financial Instability Hypothesis. Both Minsky’s Financial
Instability Hypothesis and Shirakawa’s Monetary Paradox share
the same topic—causes and consequences of finance-fed
financial crises. While Minsky’s Financial Instability Hypothesis
has intense focus on the private sector’s money creation
mechanism, Shirakawa’s Monetary Policy Paradox has a wider
framework to examine and question the effectiveness of central
banks’ monetary policy actions. And both articulate that policy
incentives and behaviours and psychologies of economic agents
play significant roles in altering economic reality. (Suginoo,
2017)
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