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EDITORlAL 

“NO FIRST USE” VS. “FLEXIBLE RESPOWSE” 

N 0, we haven’t forgotten that Article X of the Society’s Constitution prohibits 
public expression of professional opinion except on matters within the special 

professional competence of actuaries, and we aren’t urging that Article X be 

either amended or violated. 

But, thank heaven, there is no constitutional ban against Society members 
taking time at, say, our annual meetin g to talk #to each other about a question that 
surely outranks in urgency anythin g else likely to have found a place in our o&in1 
program. The questions are, How many actuaries want to do so?, and What good 
~tdd it do? 

There exists a major difference of opinion between the Reagan Administration 
and some well informed United States citizens on whether the United States and its 
European allies should pledge not to be the first to use nuclear weapons in Europe. 
Here are two brief quotations froni reports in The Nezu York Times of April 8th and 
April 7th respectively: 

1. Messrs. McGeorge Bundy, George F. Kennan, Robert S. McNamara and Gerard 
Smith:-“The one clearly definable firebreak against the worldwide disaster of 
general nuclear war is the one that stands between all other kinds of conflict 
and any use whatsoever of nuclear weapons. To keep that firebreak wide and 
strong is in the deepest interest of all mankind.” 

2. Secretary of State Alexander M. Haig, Jr. :-“The simple possession of nuclear 
weapons does not guarantee deterrence. . . . To sustain the credibility of Western 
deterrence, the concept of flexible response was elaborated . . . The strategy of 
deterrence . . . offers the best chance to control and to reduce the dangers we 
face.” 

How many actuaries would welcome, and would personally attend and partici- 
pate in, a session at the Washington Hilton next Octhber designed to enable actuaries 
to find out what other actuaries think about this issue-and, on the other hand, 
how many actuaries would be dead agai,nst the whde idea-we don’t pretend to 
guess. We even doubt that this message will produce enough letters and phone calls 
to increase our ability to predict. But responses, one way or the other, would be ever 
so ‘much more. welcome than silence. 

What good might such a session do. 7 The most that we, are brave enough 
to claim for it is that it would insure against the risk that sonie of us are too busy 
to pay enough attention to whether or not this world survives into the next generation. 

E./M. 

ACTUARIES AT WORK IN OTHER fl 

LANDS: HONG KONG . . 

by Stuart H. Leckie 

Ed. Note: This is the third article in a 
series. 

AcLuaries now resident in Hong Kong 
number 14, of whom 12 are Fellows of 
lhe Institute or Facul,ty, 2 of -the Society. 
Their activities are: 

Lift insurers 6. 
Consulting firms 4 I 

Merchant hanks 2 
Employee benefits 1 
Nonractuarial work 1 

Hong Kong being a regional centre, 
our actuaries arc often concerned with 
activities in other Far East countries. 
Although comprehensive insurance legis- 
lation, which will require supervision, 
is soon to he introduced here, we have 
no Government Actuary. 

Hong Kong’s Economic Background 

Hong Kong has heen a British Colony 
since l&,2. Hong Kong Island atId p. 
Kowloon are ceded to Britain in perpe- 
tuity but the portion called the New Ter- 
ritories was acquired under a 93-yeal 
lease which technically expires in 1.997. q 
Although no one can bc certain of the 
position after 1997, relations between 
Britain and China have never been het-. 
tcr and the Chinese authorities. have 
made reassuring statements about Hong 
Kong’s future. Our population, 3S% 
Chinese, \vhich was 600,000 in 1.94(5, 
has grown tremendously to more than 
5 million,‘giving us one of the world’s 

highest population densities. 

Hong Kong is rightly regarded as an 
outstanding esample of free enterprise. 
Though lacking all natural resources, 
the living standard is amongst the high- 
est in Asia. Per capita real income 
doubled in the 1970’s, and the annual 
rate of growth in real gross domestic 
product between 1977 and 1981 has ex- 
ceeded 1.0%. Inflation was not a prob- 
lem until very recently but has been in 
the 15% range in the last three years. 

WC have no state retirement system, 
and the Government has dropped its n 
plans to introduce mode&t sickness, death 
ancl retirement benefits. Medical ser- 
vices, though, are available in govern- r\ 
mcnt hospitals and clinics at minimal 
expense, employees are entitled to sev- 

(Continued on page 3) 
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ARCH 

A&aricrll Research Clearing 
House 

1981.2 Issue 

In addition to the customary depart- 
ments: “Problems and Solutions” 
(two items) , and “Teachers’ Corner” 
(three items), this issue contains: 

Synopsie of Sixteenth Actuarial Re- 
search Conference, Ernest R. Vo$ 

Bnyesian Graduation of FHA/HUI) 
Single Family Home Mortgage 
Insurance Contracts, Thomas N. 
Hcrzog 

The Intersection of Portfolio Theory 
and Risk Theory, James C. Hick- 
man 

The Simplex Algorithm and the Er- 
change Method, Hans U. Gerber 

In Defense of Minimum-R0 Linea, 

Compound Graduation, and a 
Simple Modification for Its Im- 
provement, Richard L. London 

Installment Premiums, 1Zichard L. 
Lnndon 

Actuarial Applications of Tcheby- 
shef’s Inequality, Murray Sil\.cl 

Student’s Note: King’s Z-Method and 
Compound Statuses: An .41gebraic 
Approach, Josepll I,. Tupper, 111 

Yearly subscription (2 issues) 
$25. Send request with check to So. 
cicty office, Chicago. 

Students’ Society 

(Conhued from page 1) 

programme of discussions and lectures 
was given during the run-up period to 
the exams. Subjects ranged from Ap- 
proximate Summation and Force of 
Mortality to Life Assurance Bookkeep- 
ing and Indian Railway Securities. 
Many gatherings were led by men who 
themselves had yet to qualify. 

0 Vigour and Diligence 

These pro::rammes, interrupted only 
during the two World Wars, have con- 
tinued with unabated vigour, though 

their focus has shifted frdm needs of 
the’ exam-writing student to those of the 
yqunser qualified actuary. That turning 
point came when the Actuarial Tuition 
Service began in 1937; it was the fulfil- 
men,t of .the Students’ Society’s original 
mission, and the moment when it b%an 
to evolve into a postgraduate body. The 
path to the Tuition Service had been 
well laid; anyone who follows its his- 
tory in Frederick A. A. Menzler’s “The 
First Fifty Years” will appreciate the 
diligent and painstaking labours put in 
by Society members. 

Of particular note is the “Consolida- 
tion of Reading” series, on essential 
actuarial matters such as Valuation and 
Surplus, Life Assurance Premiums and 
Extra Risks, texts brought out during 
the 1.930’s. Their authors were men 
such as J. H. Gunlake and C. F. Wood, 
both later Presidents of the Institute; 
their works indeed were text-books in 
all but name; prejudice against pcrmit- 
ting students such a luxury pcrsistcd 
even throu$ those days. 

L’Episode Seal 

After the Second war ended came the 
most heroic episode of the Society’s his- 
tory. Hilary Latham Seal, who had been 
an Admiralty statistician, became aware 
of our profession’s considerable ignor- 
ance of the power of modern statistical 
techniques. Taking over the Society 
Journal (JSS) in 1946 as Editor, he 
forthwith “fraudulently converted the 
sum of f500 entrusted to him, by using it 
to edit and publish a highly abstruse 
mathematical periodical of no interest 
or valrle to members of the Society”; 
so reads the indictment against him in 
a famous trial at the Prudential’s Con- 
ference Hall in December 194.7 before 
Mr. ‘Justice’ Phillips, F.I.A. 

Seal was duly convicted of the 
‘crime’, but his only punishment was to 
have to serve two more sessions as Jour- 
nal Editor. He proved himself totally 
unrepentant, continuing to publish high- 
powered statistical papers unintelligrible 
to most of the readership. Nevertheless, 
he and his colleagues performed a valu- 
ahIe service to the profession, forcing 
it to accept the rightful place of statis- 
tics in actuarial work, a subject much 
neglected since the later years of the 
nineteenth century. 

In case prospective JSS readers might 

be discouraged by this, let it be, said that 
since Seal’s time its content has reverted 
to a balanced mix of special and gen- 
eral interest actuarial paptirs. The Alden 
Press, Osney Mead, Oxford, maintains 
a subscl:ibers’ list on behalf of the Stu- 
dents’ Society; readers of The Actuary 
are cordially invited to join that list by 
clircct application to Alden Press. The 
current volume of JSS, No. 25, to be 
published soon, contains a paper about 
advanced simulation methods, in- 
triguingly entitled “Should Actuaries 
Be Random?“, which qualifies for Mr. 
Hilarv Latham’s Seal of Approval. 

Ed. Note: An amendment in 1966 to 
the Stu.dcnts’ Society rules permits a 
Society of Actuaries member to join the 
Students’ Society. For in.jormation about 
this agreeaGle prospect, write to E. .I. 
Moorhend at this newsletter’s masthead. 

Actuaries in Hong Kong 

(Confinued from page 2) 

erance pay, and there are minor bene- 
fits for residents who are disabled, over 
age 70, or on very low incomes. 

The Actuarial Association of 
Hong Kong 

Founded in 1967 on the initiative of 
the two actuaries then resident, their as- 
sociates and certain people in the Gov- 
crnment Statistics Department, the Actu- 
arial Association of Hong Kong started 
with 12 members, since when it has 
grown five-fold. In 1981 the Association 
held five meetings with papers or clis- 
cussions on such subjects as Reinsur- 
ante: Actuarial Education and Evalu- 
ating Investment Performance. 

The Association’s membership iri- 
eludes about 16 Associa,tes and 25 Stu- 
dent Members of the Institute or Society. 
Most students are taking the Society ex- 
aminations, some preparing for exams 
through actuarial courses at the Univer- 
sity of I-Tong Kong. 

Hong Kong-, like other Far East coun- 
tries except Japan, is still unsophisticat- 
ed in life insurance and employee I!cnc- 
fits; nevertheless, rapid economic clevcl- 
opment in this part of the world seems 
highly likely to lead to expanding .irse 
of actuarial skills and influence. n. 


