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Editor’s Note
By Carl Hansen

W elcome to the January 2012 issue of International News. You may 
notice that we are shifting our publication schedule back slightly 
to January, May, and September starting this year. This will allow 

better, more timely coverage of SOA Annual Meeting activities, as well as 
background information on the new council members and officers. We hope that 
readers like the change.

I would like to acknowledge the contributions of the “retiring” International 
Section Council members: Alan Cooke, Joanna Chu, and Peter Duran. Thank you 
for your efforts on behalf of the International Section over these past three years. 
In particular, Alan is involved in a number of international initiatives and he has 
been very helpful as we scramble to meet our International News deadlines. 
Congratulations and welcome to the three newly elected council members: 
Douglas Carey, Sunil Sen, and Michael Witt. We invite you to get to know these 
three on page 5 of this issue. I am delighted to note that we have some recent 
contributors to International News in the group!

This issue includes two more 2011 Country Feature entries. Thank you to Ronald 
Poon Affat and Wenliang Wang for your excellent contributions on Brazil and 
China. In addition to some other timely articles, we also give readers an update 
on international activities at the SOA Annual Meeting in Chicago and at the 
International Actuarial Association’s recent Pension, Benefit, and Social Security 
section meeting in Edinburgh.

We are always looking for new content or ideas for International News. Please 
see page 35 for more details on the 2012 Country Feature article competition. 
There seem to be many international developments currently. We hope that we 
can encourage section members to broaden our knowledge by submitting an 
article for this year’s competition.

To save on printing costs this year, we have not printed the update of the annual 
embedded value survey in International News. The full text and charts is available 
on the International Section webpage (under the publications section) at SOA.
org. o

Facts and opinions contained herein are the sole 

responsibility of the persons expressing them and 

should not be attributed to the Society of Actuaries, its 

committees, the International Section or the employers 

of the authors. We will promptly correct errors brought 

to our attention.

Copyright © 2012 Society of Actuaries. All rights 

reserved. Printed in the United States of America. 

Carl Hansen, FSA, FCA, MAAA, 
is international director at BWCI 
Group in Guernsey in the  
Channel Islands. He can be 
reached at chansen@bwcigroup.
com.



JANUARY 2012 | INTeRNATIONAL News |  3

education programs to our members in the form of webcasts 
or other “quick-to-market” media, with the mandate to 
expand our commitment to broaden our educational cover-
age and professional knowledge transfer to our members 
around the globe.

The council is looking for additional ways to support and 
expand the international ambassador program which con-
nects our members with the SOA in international markets, 
and we will continue to support and perform the interna-
tional experience studies.

The section council has served as a communication link 
between International Section members and the SOA. In 
October 2011, the SOA Board of Directors approved the 
formation of the International Committee. The mandate 
and initiatives of this committee will influence the future 
direction of our section as we have been and will continue 
to be one of the effective execution channels for many SOA 
international initiatives.

The council is already looking forward to planning our 
annual gathering at the 2012 SOA Annual Meeting in 
Washington, DC. We are committed to bring an entertaining 
and a unique global networking opportunity to our section 
members, friends, and other international actuarial bodies.

The section continues to benefit from a great section news-
letter, including articles on relevant topics from all over the 
world, consistent with our section mandate. We will con-
tinue to conduct our “Country Feature” article competition, 
which has enabled our council to gather informative and 
interesting articles related to the development of the actu-
arial profession, market trends, consumer behaviors, social 
values, and culture from across the globe.

I am excited and fortunate to have the opportunity to work 
with a team of great talent. Our diverse backgrounds allow 
us to benefit from business knowledge, solution-based ori-
entation to problems, strong creativity, a track record for 
excellent execution, passion and a commitment to the suc-
cess of our section. I am confident that our dedication will 
enable us to deliver superior service to our members and to 
support SOA international initiatives as a whole.

Please feel free to contact me or any of the section council 
members should you have any questions or suggestions on 
the council’s initiatives. We appreciate your input. o

A s the new chairperson of the International Section 
and successor of a well performing council, I am 
very excited about having a strong team that we 

have developed within our council, coupled with the newly 
elected 2012 member talents. I am confident that we will 
continue to achieve our fundamental goal of effectively 
serving the needs of International Section members, with 
excellent participation by all council members, section 
ambassadors, and council friends,

I would like to take this opportunity to thank our outgo-
ing council members, Alan Cooke, Joanna Chu, and Peter 
Duran for their tremendous contribution to our section over 
the past three years. Also I would like to welcome our new 
additions, our members elected Douglas Carey, Michael 
Witt, and Sunil Sen to be new council members effective 
October 2011. They will contribute in executing the coun-
cil’s mandates to better serve you in the next three years.

At this year’s section council face to face meeting in 
Chicago, the council reviewed our historic and planned 
initiatives, compared them to our available resources, and 
set clear priorities for the year ahead. A few highlights on 
council priorities for the coming year that I wanted to share:

To better align council priorities with membership needs, 
we want to do more to reach out to members in 2012. We 
will continue to examine ways to effectively communicate 
through multiple channels and advanced tools, and make 
sure that we understand your needs.

The council intends to continue to utilize our diverse 
strengths through a renewed commitment to offer interna-
tional content at Society of Actuaries (SOA) meetings. We 
have several sessions in the planning phases for the 2012 
Health meeting, Life and Annuity Symposium, and Annual 
Meeting. Building on our successful efforts partnering 
with other SOA sections and actuarial groups, we are able 
to offer seminars in international locations. In 2011, the 
International Section sponsored a series of well attended 
IFRS seminars centered on Hong Kong. In addition, for 
the first time, the International Section offered a successful 
Variable Annuities Seminar in China as the result of timely 
response to local regulatory changes and addressing local 
member needs to fulfill their CPD requirements. 

In 2012, while we continue to find great value in the tradi-
tional continuing education formats, we are reviewing other 
channels for delivering timely and informative continuing 

Chairperson’s Corner 
By Genghui Wu

Genghui Wu, FSA, CFA, MAAA, 
FRM, is senior investment vice 
president at Prudential Financial, in 
Newark, N.J. He can be reached at 
Genghui.Wu@Prudential.com.
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Newly Elected International Section 
Council Members

douglas J. Carey, FSA, EA, MAAA, 
FCA, Director, Deloitte Consulting LLP, 
Stamford, Conn.

PROFESSIONAL BACKgROUNd
Global consulting actuary with 35 years in 
retirement and other benefit plans around the 
world. Expertise in global actuarial work, ben-
efit plan design, funding and administration 
and global mobility. Additional expertise in 
the design and funding of Social Insurance 
Programs in emerging market countries.

SOCIETy OF ACTUARIES ExPERIENCE 
(SECTION ANd COMMITTEE  
MEMBERSHIPS ANd PARTICIPATION)
Member of Society of Actuaries since 1976 
and fellow since 1978. Participation on various 
examination committees in the 1980s. Frequent 
speaker and panelist at SOA meetings and other 
actuarial conferences.

ExPERIENCE (RELEVANT TO 
CANdIdACy)
Member of the International Actuarial 
Association. For the past 25 years, I have 
worked with clients in the commercial and 
government sectors as well as NGOs to help 

them with pressing global retirement and ben-
efit plan issues. I have also worked with actu-
arial associations in several emerging market 
countries to assess and help deliver training to 
build needed skills to deliver actuarial services 
in their countries and obtain actuarial qualifica-
tions. These global projects have given me an 
appreciation of the actuarial needs around the 
world and in working in other cultures. 

WHy ARE yOU INTERESTEd IN  
LEAdINg yOUR SECTION?
For many years, I have had a strong inter-
est in giving back to the profession that has 
treated me so well for 30+ years. However, 
until recently, I have not been in a position to 
do so. Now, I am in a position to give back 
and I want very much to make a powerful and 
lasting contribution in the area in which I have 
developed considerable expertise. We operate 
in a global marketplace and our profession 
needs not only to respond but also to help lead. 
By connecting globally with other actuaries 
and actuarial associations around the world, 
and especially in emerging market countries, 
the SOA is in a position to make a very posi-
tive difference both the global profession and 
to helping lead the development of the profes-
sion in many less developed countries as well 
as connecting strongly with the profession in 
more developed countries. I believe my expe-
rience, skill set and desire makes me an ideal 
candidate for being a council member of the 
International Section.
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lenges and opportunities for actuaries in the 
new global environment.

WHy ARE yOU INTERESTEd IN LEAd-
INg yOUR SECTION?
As new regulations begin to cross borders, it will 
be important for actuaries to have a strong source 
of education, collaboration, and research.  I believe 
that the Society of Actuaries can fulfill this role, 
and I am committed to helping the SOA advance 
its international presence, with an emphasis on 
Latin America. I believe that there are opportuni-
ties to partner with actuarial organizations in Latin 
America to provide exposure and opportunities to 
the SOA membership. Additionally, the process for 
qualifying as an actuary in these markets does not 
provide actuaries with the knowledge and skills 
necessary to be effective risk managers. I believe 
that the SOA and their educational process can help 
to close this gap.

Sunil Wieland Sen, ASA, AAg, CERA,  
Senior Associate,  
PriceWaterhouseCoopers, Chicago, Ill.

PROFESSIONAL BACKgROUNd 
I am currently a consultant with PwC, spe-
cializing in the areas of risk management and 
projection analysis. This experience includes 
advising on regulatory stress testing, Solvency 
II, and due-diligence transactions. 

 

 

Michael W. Witt, FSA, MAAA,  
Consulting Actuary, Milliman, Inc., Seattle, 
WA and Sao Paulo, Brazil

PROFESSIONAL BACKgROUNd
I currently lead Milliman’s Brazilian Life 
Practice. Prior to joining Milliman, I worked in 
the Individual Life and International divisions at 
Principal Financial Group in Des Moines, Iowa. 
My professional interests include Financial 
Modeling, Economic Capital, IFRS, and MCEV.

SOCIETy OF ACTUARIES ExPERIENCE 
(SECTION ANd COMMITTEE  
MEMBERSHIPS ANd PARTICIPATION)
I have contributed to International News on 
a few occasions, and am excited at this new 
opportunity to work with the International 
Section membership to expand the influence of 
the SOA in international markets.

ExPERIENCE (RELEVANT TO 
CANdIdACy)
I have worked in international roles for five 
years. During this time, I have worked in 
several markets, with my primary focus being 
Latin America. I have developed contacts with 
a number of companies and industry organiza-
tions (including actuarial organizations). As 
a result of my professional experience and 
interactions with international actuaries, I have 
developed a good understanding of the chal-
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WHy ARE yOU INTERESTEd IN LEAd-
INg yOUR SECTION? 
I have a strong passion for culture and its diver-
sity and I feel a strong connection to emerging 
countries given my Indian heritage. I intend to 
bring both my thought leadership and project 
management skills to the International section, 
assisting in the SOA’s transition in an ever 
increasing multi-national world. I also will lev-
erage my international network from my expe-
rience abroad and relationships gained within 
AWB. As an International Section, we must 
solidify our relationships with other actuarial 
communities and find synergies where we can 
work together.  o

SOCIETy OF ACTUARIES ACTIVITIES 
I am a member of the International Section and 
also the Secretary of Actuaries Without Borders 
(AWB).  In addition, I have also contributed to 
International News winning the 2010 Country 
Feature Article Contest. 

RELEVANT BACKgROUNd 
My work is focused in the areas of mergers and 
acquisitions, Solvency II, Market Consistent 
and European Economic Valuations (MCEV 
and EEV), and financial risk management.
Previously, I worked throughout the Benelux 
and European region and recently have returned 
home to work in the U.S. market.  I have had 
the opportunity to work on several global 
engagements and thoroughly enjoy the inter-
cultural exchanges. 
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The International Section at the SOA Annual Meeting 
By Alan Cooke

M ore than 1,900 people attended the 
SOA 2011 Annual Meeting & Ex-
hibit in Chicago from October 16-

19. Attendees included members from across 
the globe and the International Section Coun-
cil was very busy at the SOA Annual Meet-
ing.

INTERNATIONAL SECTION COUNCIL 
MEETINg 
Our activities commenced at 5:30 p.m. on 
Sunday with our annual council meeting. At 
the meeting we welcomed three new coun-
cil members (Doug Carey, Sunil Sen and 
Michael Witt) and said good-bye to three 
members (Joanna Chu, Peter Duran and Alan 
Cooke). The new officers for 2011/12 were 
elected and they are: Genghui Wu (chair), 
Benjamin Marshall (vice-chair), Doug Car-
ey (treasurer) and Michael Witt (secretary). 
Genghui commented in more detail on the 
council’s planned 2012 activities in his inau-
gural “Chairperson’s Corner.” We were very 
pleased that Christos Patsalides, our ambas-
sador for Cyprus, was able to join us for our 
council meeting.

JOINT IABA/CAC/CAA NETWORKINg 
RECEPTION
The International Association of Black Ac-
tuaries, in partnership with the Chinese Ac-
tuarial Club, and the Caribbean Actuarial 
Association, co-sponsored a panel presen-
tation followed by a networking reception 
over a Caribbean banquet on Sunday. The 
International Section Council attended their 
networking reception immediately after its 
council meeting where there were also many 

J. Leprich, G. Wu and B. Smith presenting the first door prize at the International Reception.

International Reception Buffet
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CONTINUEd ON PAGE 10

ANNUAL MEETINg SESSIONS
The International Section was heavily in-
volved with several sessions at the annual 
meeting. The materials for the sessions may 
be found on the SOA website.

On Monday afternoon, the International Sec-
tion co-sponsored “IFRS: The Future of Ac-
counting for Insurance and its Implications” 
with the Financial Reporting Section. Darryl 
Wagner, the former chair of the International 
Section, moderated and spoke at this session.

On Tuesday morning, Ben Marshall, the cur-
rent International Section vice-chair, spoke at 
a session sponsored by the International Sec-
tion entitled “Where Enterprise Risk Man-
agement Meets Capital Management.” Two 

representatives of the Institute of Actuaries 
of Japan in attendance. Much good Jamaican 
beer and food was enjoyed.

INTERNATIONAL RECEPTION
Our ever-popular Tuesday night annual re-
ception sold out well in advance of this year’s 
event. As usual it was an evening of network-
ing and fun. This year’s event was financially 
assisted by Milliman and DW Simpson and 
our co-partners for the event were the IABA, 
the CAC, the CAA and the Institute of Ac-
tuaries of Japan. This year’s event featured 
several short speeches, hilarious skits, door 
prizes, many varieties of food and an open 
bar. Brad Smith, the incoming SOA president 
and chairperson of Milliman, talked about 
the SOA’s international strategy and the im-
portant role of the International Section. His 
remarks were followed by a talk by Lesley 
Traverso (managing partner international, 
DW Simpson) on international actuarial em-
ployment opportunities. Mingguang Li (gen-
eral secretary of the China Association of 
Actuaries) updated us on the actuarial profes-
sion in China. This was followed by a series 
of short addresses by our reception partners. 
The highlight of the night followed when our 
colleagues from the Institute of Actuaries of 
Japan entertained us with a series of amusing 
skits. Several photos from the international 
reception appear with this article. A good 
time was had by all and we look forward to 
seeing many of you again next year. Special 
thanks to Genghui Wu, Lina Xu, our financial 
sponsors and our partners for their efforts in 
making this year’s event a success.

Institute of Actuaries of Japan performers at the International Reception
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The International Section at the SOA Meeting | from Page 9

On Tuesday afternoon, the International Sec-
tion, along with the Actuary of the Future 
Section and several other sections, co-spon-
sored back to back non-technical sessions 
discussing how to have a successful retire-
ment. I was the moderator for the first ses-
sion “How I’m Having Fun in Retirement” 
and a speaker at the second one “What Can 
I Do during My Working Years to Make My 
Retirement Years More Interesting?”

All of the sessions received favorable reviews 
and we anticipate a high level of participation 
next year as well. o

International Section Council members were 
involved later that morning with a second 
session. Theo Iaponas moderated and Lina 
Xu presented at “Managing Longevity and 
Mortality Risks and their Global Activities.” 
Both sessions as well as the Monday session 
were coordinated by Genghui Wu, the current 
chair of the International Section.

Attendees at International Section Council meeting:

Back Row: G. Wu, T. Iaponas, D. Carey, C. Patsalides, A. Cooke

Front Row: M. Sikaras, L. Xu, S. Sen, M. Witt

Mingguang Li, General Secretary of the China Association of Actuaries
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Tempo Assist in Sao Paulo, Bra-
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Brazilian Private Health Care Market—Ready for Liftoff
By Ronald Poon Affat

ation rose by 52 percent in 2010, substantially 
above the local stock market’s (Ibovespa) less-
than-impressive 1 percent. This is the reason 
investment bankers are sitting up and taking 
notice of health care in Brazil.

QUICK FACTS ANd FIgURES (U.S.$1 = 
BRAzILIAN REAL R$1.6)
Brazil’s population stands at 200 million. Just 
23 percent of the population (46 million people) 
has private health care insurance. The industry 
is subject to strict government regulation by 
the Agência Nacional de Saúde Suplementar 
(ANS). Health care companies include insur-
ance companies (e.g., Bradesco, Sul America, 
Tempo), HMOs (e.g., Amil, Omint), self-fund-
ed plans (e.g., Petrobras, Citibank), coopera-
tives (e.g., Unimed) and philanthropic entities 
(e.g., Santa Casa). Table 1 sets out the mem-
bership distribution of just over 1,000 providers 
but one can see that it is very concentrated with 
37 companies having a 50 percent market share. 
Table 2 shows that corporate policies dominate 
the market with a 75 percent share. The aver-
age monthly premium that clients pay for health 
insurance is US $88. Last, but not least, Table 
3 shows that the health care sector’s share valu-

INTROdUCTION
The Brazilian private health 
care market ended 2010 with 
US $48 billion worth of premi-
um. This already makes it Latin 
America’s largest health care 
market and sixth in the world 
ranking. Even though less than 
a quarter of the population have 
a private plan, consumer sur-
veys consistently say that after 
home ownership, private health 
care is now the second most 
desired product for the grow-
ing and socially mobile middle 
class. Brazil’s leading invest-
ment bank, BTG Pactual, is pro-
jecting a remarkable compound 
annual growth rate (CAGR) of 
between 9 percent and 12 per-
cent. This translates to premium 
of between US $110 billion and 
US $150 billion for 2020. This 
article will discuss the facts and 
figures behind such an auda-
cious estimate.

Table 1. Health Care Market growing, But 
Still Concentrated (in 000’s).

Source: ANS

Source: ANS, 2010

Table 2. Corporate Health Care Plans Reached 75% of Total Market in 2009.
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Table 3. Health Care Companies and Ibovespa.

FACTS ANd FIgURES BEHINd PROJECTEd gROWTH
Table 4 shows that there is a 93 percent correlation between formal job creation and health 
care plan membership. Table 5 tracks the growth of middle-class consumers (households 
whose monthly income is between US $625 and US $3,100) from 63 million in 2005 to 93 
million in 2010. If current employment and real wage trends continue, the middle class will 
grow 10 percent per year over the next four years. This will directly translate to a boost in 
health care plan penetration. 

Source: Bloomberg and BTG

 

 Just 23 percent of the population has private 
health care insurance.
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Brazilian Private Health Care Market … | from Page 13

Brazil currently has a young population. The 
median age is 29.3 years (males 28.5 and fe-
males 30.1). The decrease in birth rate will con-
tribute to a gradual aging of the population. The 
over-60s represent 10 percent of the population, 
but this group is projected to rise to 14 percent 
by 2020. This will also be a driver for expanded 
health care per capita consumption. The aver-
age life expectancy stands at 73 years, and this 
is estimated to steadily increase to 81 by 2050. 
The combined demographic impact of popula-
tion growth and aging (shown graphically in 
Tables 6 and 7) is estimated to contribute an ad-
ditional 2 percent CAGR in health care premi-
ums in real terms.

Table 4. Formal Jobs: A Key Factor to growth in HC Plan Members. 

Table 5. Emerging Middle Class Consumers. 

Source: Caged and BTG Pactual

Source: Raymond James
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CONTINUED ON PAGE 16

There is a very low penetration of health care 
plans. As we said before, only 23 percent of 
the Brazilian population has private health 
care coverage, compared with 77 percent in the 
United States and 60 percent in Mexico. Bra-
zil’s health care as a percentage of GNP is 5.2 
percent compared with 16 percent in the United 
States. The dominant source of growth in health 
care penetration is expected to come from lower 
income groups. 

Private health care in Brazil has a limited geo-
graphic footprint. A Brazilian historian once re-
ferred to colonial life in Brazil as a “civilization 
of crabs,” with most of the population cling-
ing to the shoreline—and few were willing to 
make inroads into the terrifying interior. Today 
the same could be said for private health care. 
Geographically the main players are still fixated 
on large metropolitan areas focused on high-
income regions. There is still plenty of growth 
potential in the interior. Table 8 confirms the 
distribution of plan membership. 

Table 7. Brazilian Population Growth Expectation. 

2006 2020

Source: Raymond James

Source: IBGE

Table 6. Increasing Share of Elderly People in Total Population.
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annual risk-free rates are 12 percent (JP Mor-
gan projects an increase of rates to 12.5 percent 
by December 2011) with inflation projected to 
be 6.5 percent this year. Investors recognize 
that Brazil is the BRIC (Brazil, Russia, India 
and China) country that holds the best record 
for free and fair democratic elections, exhibits 
economic stability and has a government that 
is respectful of company law/shareholder rights 
and human rights.

THE CHALLENgES?
While global multinationals are well-positioned 
in the life, pensions, property and casualty 
(P&C) and reinsurance markets, the only mul-
tinationals that dare to venture into the health 
care insurance market are Allianz, ING (via a 
minority investment) and MetLife (but only in 
dental). So why is that? Regulation. 

The ANS provides micromanaging oversight 
that defines minimum coverage, plan rules, 
general policies, transfer of plan members’ 
rights between health care plans, monitoring 
of financial strength and even the annual rate 
increase for individual plans. When it comes 
to coverage, the plans are basically the same, 
with the main differentiator being the quality 
of the health care network or reimbursement 
level provided. Regulation prohibits lifetime 
annual aggregate limits, no limits may be ap-
plied to benefits during a single year, and annu-
al deductibles cannot be incorporated within the 
plan design. Also individual policyholders and 
senior citizens’ rights are well-protected, lead-
ing to the acceptance of only corporate plans by 
many carriers, which are less rigorously regu-
lated. Keeping this in mind, it can be argued 
that Brazil provides the world’s most generous 
form of private health care benefits.

Sales channels are also quite limited. As men-
tioned before, the majority of current plans are 
sponsored by large companies via the tradition-
al corporate brokers; this market is already con-
sidered to be a highly penetrated market. The 
next growth phase will be centered on small and 
medium enterprises (SMEs) and in the retail 
market. Even though there are 131 registered 
banks with 125 million clients, just one bank 
(Bradesco with 24 million banking clients) 
has its own health care insurance company. 
But the present landscape is about to suffer a 
seismic event. The largest state-owned bank in 
Latin America, Caixa Economica Federal (with 
more than 51 million clients), is about to launch 
its own health care company this year, 2011. 

Beyond the health care specifics, global inves-
tors are attracted to Brazil for the potential to 
earn high rates of investment return. Short-term 

I N T E R N AT I O N A L  N E W S
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Table 8. distribution per Brazilian Region.

Source: ANS, 2010
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one. However, to be fair, the reinsurance 
law does not really give ‘fair and direct’ 
access to international reinsurers.

• Last, but not least, the cost of doing busi-
ness in Brazil is expensive. Office rentals 
in the cities of São Paulo and Rio de Ja-
neiro are amongst the world’s top-10 most 
expensive. And São Paulo salaries for the 
“best and brightest” (usually attracted to 
the financial sector) are, on average, higher 
than in either New York or London.

CONCLUSION
So what is the best sector to invest in? There 
are many different answers to this question, de-
pending on whom you speak with. Over the last 
24 months, there has been a flurry of mergers 
and acquisitions (M&A) in all areas of the value 
chain, namely:

• Health care providers: health Insurance 
companies, HMOs and specialized dental 
companies.

Key requirements include: having local 
underwriting expertise, the ability to oper-
ate with low expenses, being a tough ne-
gotiator with hospitals/clinics, allocating a 
large investment to raise brand awareness 
and establishing broker relationships. This 
sector is heavily regulated by the govern-
ment and characterized by mega players 
who seek to protect their market share at 
any cost.

• Distribution channels: retailers that spe-
cialize in health care products.

Whenever due diligence is undertaken by an 
overseas investor, the following points are in-
variably cited:

• The HMO’s technical reserves are not 
robust compared with international stan-
dards, so any acquisition would require 
capital injection to strengthen reserves. In 
addition to which, there have been several 
recent “high profile” bankruptcies in the 
sector that have left clients without cover-
age.

• The technical pricing models are simplis-
tic, and underwriting standards are often 
either undocumented or not adhered to. 

• The large players benefit from lower per 
policy expenses and are able to negotiate 
preferential discounts with hospitals, clin-
ics and other health care providers. These 
pricing advantages drive down the smaller 
players’ margins when they try to compete 
on price and try to grow “at any cost.”

• For health care plan operators who attempt 
to “vertically integrate” their medical ad-
ministrative procedures, invariably the 
lack of maintenance investment and pro-
fessional management lead to loss-making 
and inefficient operations in both medical 
facilities and health plan operations.

• The definition of minimum health care 
coverages by the ANS stifles creativity in 
product development and limits cost re-
duction.

• The international reinsurance market is 
not prepared to follow the local market’s 
pricing margins. Hence not a single rein-
surance treaty has been executed with any-

CONTINUEd ON PAGE 18



skills (e.g., underwriting, financial manage-
ment, hospital management) or have a proven 
track record of consolidation and integration. 
Health care is one of the few products that’s 
actively sought out by consumers, and this sec-
tor will most certainly be an integral part of the 
projected growth in the Brazilian economy.
 
I would like to thank Joao Carlos Santos of 
BTG Pactual for his help in providing support-
ing financial data. joaocarlos.santos@btgpac-
tual.com.

The views expressed in this article are solely 
mine and not those of my employer or organiza-
tions with which I am affiliated. o

Lower risk. There are not many specialized 
health care brokers compared with other 
insurance lines. There exists the opportu-
nity to expand client base on a national ba-
sis with only marginal costs. But very high 
initial administrative costs are associated 
with acquiring new business. 

• Service providers: hospitals, clinics, etc.

One needs to have proven expertise in 
managing these services and M&A should 
be considered to reduce unit costs. There`s 
fierce competition with low-margin mega 
players. Existing facilities are likely to be 
very costly to modernize, and it is difficult 
to find qualified and experienced profes-
sionals. Also the current legislation forbids 
foreign ownership of hospitals. 

• Pharmaceuticals: The pharmaceutical in-
dustry in Brazil is the 10th largest market 
in the world, the second largest in Latin 
America, and accounts for a 3.5 percent 
share of the world market.

Brazil’s pharmaceutical market is one of 
the fastest growing markets in Latin Amer-
ica and has enjoyed steady growth since 
2004. The government has moved to align 
the drug regulatory environment with in-
ternational standards. Also, in 2007, Bra-
zil launched a major 10-year biotechnol-
ogy initiative that provides incentives for 
private-sector research and development 
(R&D) and production (source: Business 
Monitor International).

All in all, the opportunities greatly outweigh 
the challenges, and BTG Pactual’s projections 
appear to be both reasonable and attainable. In 
order to maximize one`s investment, potential 
investors need to bring to the table specialized 
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Employer Sponsored Plan in China—Reality, Issues and 
Policy Advice
By Wenliang Wang  

T his paper is a quick response to the new 
regulation set recently by four regula-
tors in China for Employer Sponsored 

Plans: the Ministry of Human Resources and 
Social Security, the China Banking Regulatory 
Commission, the China Securities Regulatory 
Commission, and the China Insurance Regula-
tory Commission. The new regulation, The Ad-
ministrative Measures on Enterprise Annuity 
Fund, came into force on May 1, 2011 and re-
placed the 2004 edition thereafter. The opinions 
hereunder are derived partially from experience 
and from a comparison with advanced markets, 
such as North America, and can also serve as a 
comparison study from the perspective of prac-
titioners in North America.

BACKgROUNd 
A voluntary employer sponsored plan system 
was first introduced into China by the break-
through regulation, The Trial Measures on En-
terprise Annuity Fund, set by the four regula-
tors in February of 2004, in anticipation that 
a new national public pension scheme would 
come into force in 2005. The enterprise pension 
system is purposed to add another reliable and 
significant funding resource for employees in 
private sectors, after considering that the em-
ployees within the middle income class in the 
private sector was then expected to achieve a 
52 percent replacement ratio after retirement 
against 90 percent replacement ratio for those 
in public organizations and 93 percent for civil 
servants, where a significant difference was 
perceived. The incoming 2005 scheme was then 
expected to aggravate this difference further by 
various efforts to reduce the benefit level in the 
2005 scheme. Consequently, the breakthrough 
regulation set a firm official standing upon em-
ployer sponsored plan practices which had been 

in the real world for more than a decade under a 
non-regulatory context in China.

The market didn’t react quickly and favorably 
to the introduction of the enterprise pension 
system, and the ministry in charge had taken a 
long time in formulating implementation details 
with regard to licensing qualified practitioners 
and market players. The first official license to 
an Employer Sponsored Plan came into reality 
in 2006, a year later. 

By the end of 2005, China had a total amount 
of assets under Employer Sponsored Plans of 
68 billion Yuan, 24,000 sponsoring enterprises, 
and nine million participating employees. By 
the end of 2010, China had a total amount of 
assets under Employer Sponsored Plans of 291 
billion Yuan, 37,000 sponsoring enterprises, 
and 13.35 million participating employees. 
Over the last five years, the assets under plan 
(AUP) has achieved an annualized growth rate 
of 33.75 percent, despite that fact that the par-
ticipating population is an extremely small por-
tion of the total workforce (650 million at the 
end of 2009 by public statistics, estimated 656 
million at the end of 2010) in the private sector, 
approximately two percent. The AUP for Em-
ployer Sponsored Plans is also very small when 
compared to the total capitalization of capital 
markets in China, approximately one percent, 
while our American counterpart was a ratio of 
61 percent by the end of the third quarter of 
2010. 

Currently, an Employer Sponsored Plan can 
be operated by only a licensed trustee, which 
can take a form of either an Enterprise Annuity 
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Council, a non-profit organization controlled by one employer and its participating employees, 
or a financial institution in the market as the independent service provider. Enterprise Annuity 
Councils had been the dominating form before 2005, and continue to prevail in the market, 
while market service providers as a qualified trustee by various type of financial institution has 
a less than a 50 percent market share in AUP. There are 12 market providers licensed as trustees 
competing in the Chinese market: four public trust companies, three commercial banks, and five 
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pension companies (usually affiliates of major 
insurance companies in China). The market 
shares of those five pension companies by the 
end of 2010 in terms of Assets under Plan are 
given in Table 1, while the business growth rate 
of those five pension companies over the last 
three years in terms of contributions received 
in the year, assets under plan by the end of year, 
and assets under management by the end of 
year are given in Table 2. (For purposes of this 
table, a zero value is assigned when no appro-
priate data exists for calculation of the year-to-
year growth rate) 
     
According to the observations in Table 1 and 
the Table 2 series, the pension companies had 
dramatic increases in the business of Employer 
Sponsored Plan in 2008, but then experienced 
a less significant growth of business in 2009 
and 2010. The growth level is approaching a 
stable level quickly. However, it’s reasonably 
expected that the pension companies shall 
achieve a more favorable market share expan-
sion since the pension companies can provide 
the Employer Sponsored Plan a set of attractive 
annuity products through affiliate companies, 
which is an important advantage for pension 
companies as the market player to operate any 
DC plan.

A significant progress in the new regulation 
involves endorsement of Multiple Employer 
Sponsored Plans and amendment of the imple-
menting rules with regard to Multiple Employer 
Sponsored Plans. Currently, there are 36 Multi-
ple Employer Sponsored Plans created and pro-
vided by the 12 licensed financial institutions, 
including the five pension companies. Table 3 
gives out the details.

Various efforts have been made by the policy 
makers the to prompt a continuous and healthy 
growth of Employer Sponsor Plans, but the out-
come so far is not optimistic.
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by affiliates may lead to higher costs, a high-
er expense component in financial products, 
as well as undesired and/or inefficient use 
of assets under management. Additionally, 
fair dealing requirements have not been ad-
dressed for plans within a single trustee, and 
have not been adequately addressed within a 
single investment manager.

Accessibility
The market for Employer Sponsored Plans in 
China suffers from low accessibility. The re-
sponsible regulator has so far granted only 
12 licenses to financial institutions to provide 
trustee services, and in fact excludes most well 
qualified market players to enter and compete in 
the market. The choices available to the market 
are limited in both number of service provid-
ers and in the geographic coverage. The exist-
ing licensed trustees operate primarily in three 
major cities in China and they have inadequate 
extension to most regions in China, although 
they usually have some kind of national busi-
ness network through their affiliates. The cur-
rent market players have a strong preference to 
develop nationwide plans for state owned and 
nationally operated enterprises, or focus on the 
biggest customers, and disregard local needs.

The lack of Multiple Employer Sponsored 
Plans has also contributed to low accessibil-
ity which the new regulation purposes to cure 
and also improve portability. Despite the cur-
rent official endorsement of Multiple Employer 
Sponsored Plans, portability of the account for 
an individual participant under a specific Mul-
tiple Employer Sponsored Plan is significantly 
restricted, and consequently the choices avail-
able to individual participants are limited.

Voluntary basis
An Employer Sponsored Plan is on a voluntary 
basis, which means the employer is not required 
to provide any employer sponsored plan as a 
supplementary source to its required contribu-

ExISTINg ISSUES
We have identified various issues in the current 
Employer Sponsored Plan (ESP) regulatory re-
gime which have significantly deterred market 
expansion of Employer Sponsored Plans in China.

Plan Structure and Ethics Issues
Currently, the ESP has been required to adopt 
the following governance structure.

The public has raised several significant ques-
tions on the governance structure:

1.  The regulation allows a licensed trustee to 
serve as the investment manager if the trust-
ee is also a licensed investment manager. The 
dual role of a licensed financial institution as 
both a trustee and an investment manager, or 
even the potential of such dual role in future 
arrangement is perceived to significantly ag-
gregate information asymmetry, performance 
valuation, and self dealing issues in practice.

2.  The regulation requires that investment man-
agers can purchase financial products that it 
supplies only subject to consent of the trust-
ee. When the trustee serves as the investment 
manager also, such regulatory requirement 
is superficial per se. The regulation can be 
easily circumvented by purchasing financial 
products from the affiliates of the investment 
manager or trustee. 

3.  The lack of a comprehensive code of conduct 
on the pricing and sale of financial products 
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hai Municipal Government to grant tax deferred 
treatment to individual employees with regard 
to the matching contribution received.

Investment Restrictions
The regulation has set unreasonable restrictions 
on investments by an Employer Sponsored 
Plan:

1.  The maximum allowed asset allocation to eq-
uity and equity related assets is 30 percent;

2. No foreign investment is allowed;
3.  The types of permitted investment are strictly 

limited.

Such restrictions are perceived to unreasonably 
depress the yield for plan assets, reduce the 
diversification effect from a broad investment 
universe, and inappropriately address the needs 
of inflation protection as a common issue in an 
ordinary Employer Sponsored Plan.

Lack of Prudent Regulation
The licensed financial institutions in the mar-
ket are subject to different regulatory systems 
in their primary business sector, and they re-
ceive additional regulation from the responsible 
regulator, the MHRSS. Conflict of regulatory 
authority and gaps between regulatory regimes 
have been identified to be in violation of the 
prudent regulation principle.

Policy Advices
After full consideration of the policy purpose, 
issues in the market, and relevant experience 
from advanced markets, we provide the follow-
ing policy advice.

Uniform Regulation
Uniform risk capital based regulation can serve 
as the basis to reasonably incorporate existing 
diverse sources of regulatory requirements into 

tion to the public pension plan for its employ-
ees. The employer also has full discretion to 
decide the amount of matching contributions 
to an Employer Sponsored Plan if it sponsors 
any such plan. Additionally, the lack of nondis-
crimination rules allows the employer to arbi-
trarily select qualified employees or set dispro-
portionate arrangements for different classes of 
employees. The voluntary basis has made Em-
ployer Sponsored Plans unattractive when cost 
is a concern of the employer. No initiative from 
employees or trade unions can be legally made 
to prompt establishment of an Employer Spon-
sored Plan, or even arouse the awareness of the 
value of such a plan to employees. 

Tax Incentives
In absence of any tax incentives, the cost of Em-
ployer Sponsored Plans will be unaffordable for 
both employers and employees. As an example, 
currently the Shanghai Municipal Government 
requires that the employer must pay 22 percent 
of payroll to the public retirement plan and 12 
percent of payroll to the public health and care 
plan.  The employee must pay 8 percent of pay-
roll to both the public retirement plan and the 
public health and care plan. The additional cost 
from an Employer Sponsored Plan will be a sig-
nificant burden for both employers and employ-
ees. Consequently, only a handful of companies 
in a monopoly industry or other very prosper-
ous industries can accommodate such addition-
al costs. With serious concern about the dispro-
portionate effect on different income classes, 
the national authority is reluctant to grant an 
explicit tax incentive to Employer Sponsored 
Plans, which usually results in more benefits to 
higher income earners. Nevertheless, some lo-
cal governments have given out some types of 
tax incentives to qualified Employer Sponsored 
Plans, such as percent matching contribution 
from employers are tax deductible up to four 
percent of pay. The national authority has been 
considering the possibility to allow the Shang-

 

We have perceived a very strong market potential 
for Employer Sponsored plans in the future ...
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2.  Allow more permitted investment vehicles 
in a progressive manner, i.e., cross border in-
vestment, alternative investments.

3.  Establish transparent and competitive pric-
ing and sales practices with regard to using 
assets under plans to purchase or commit to 
purchase annuity products from the market, 
and allow more insurance companies to enter 
this market.

 
4.  Educate participants through a well struc-

tured process, guidelines, and the introduc-
tion of intermediary services such as actu-
arial services in addition to legal and audit 
services already in the new regulation.

CONCLUSION
 We have perceived a very strong market poten-
tial for Employer Sponsored Plans in the future 
despite the predominance of an overwhelming 
public pension system in China. Our society 
members also call for a reliable mechanism to 
facilitate appropriate financial arrangements to 
fit their specific retirement needs. The questions 
are whether our policy has gone or will go the 
direction as expected or intended? Whether our 
decision making system is readily and reliably 
responsive to the welfare of the general public? 
Whether we have a set of sound sources and 
resources to address the policy issues appropri-
ately? The questions remain unanswered.

Notes:
The official term for an Employer Sponsored 
Plan in China is Enterprise Annuity Plan. The 
official term for a Single Employer Sponsored 
Plan in China is Sing Plan, while the term for 
a Multiple Employers Sponsored Plan is Col-
lective Plan. We use the American counter-
part term to accommodate the convention of 
the target audiences. In China, the officially 
recognized Employer Sponsored Plan is a DC  
plan. o

a workable regulation regime without creating 
an unreasonable burden for licensed financial 
institutions of various types. Risk capital based 
regulation can also lead to a comprehensive 
ERM framework to cover operational risk, 
credit risk, and liquidity risk in addition to the 
market risk covered in the new regulation. A 
uniform regulation regime can also serve to fa-
cilitate ease of market participation in a control-
lable manner.

Workable Ethics Framework
Some workable framework readily available 
in the market on ethics and a code of conduct 
with regard to operation and supervision of Em-
ployer Sponsored Plans can be evaluated and 
selected as the basis to develop a set of imple-
menting rules on operation. The selected basis 
may include the Assets Management Code and 
Pension Governing Body Code sponsored by 
the CFA Institute.

Various Incentives
Certain tax incentives, such as tax deferred 
treatment, will not create an immediate dis-
proportionate result on the pyramid of income 
earners, but it will help to minimize the issue 
of significantly lower replacement ratios for 
higher salary earners in the future. Non tax in-
centive measures can also be explored. Opt-out 
opportunities for higher salary earners to con-
ditionally leave the mandatory plan and instead 
participate in an industry plan may also serve a 
good function as the U.K. experience tells us.

Open Market
The improvement of market efficiency for Em-
ployer Sponsored Plans can be achieved through: 

1.  Allow more business players to enter the 
market, and particularly encourage those 
with experience in advanced markets and 
those having a strong incentive in serving the 
local interest.
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Pension and Social Security Actuaries Meet 
in Edinburgh
By Chris Daykin

of the 19th century and with amazing murals on 
almost every square inch of wall by Scotland’s 
leading Arts and Crafts artist Phoebe Anna 
Traquair.

During the colloquium the PBSS Section held 
its Annual General Meeting and elected three 
new members of the committee: Florian Leger 
(France/Switzerland), Abraham Ernesto Her-
nandez Pacheco (Mexico) and Nobuhiro Shi-
mizu (Japan).

In the final plenary session we heard the views 
of a top level panel of experts on the future of 
pension regulation. Fiona Stewart of the OECD 
in Paris set out seven key lessons to be learnt 
from the financial crisis:

• Private pensions are still necessary, along-
side public pension systems—this diversi-
fication is a strength

• Pension provisions have a very long time 
horizon

• Supervision of pensions should be more 
risk-based and less compliance based

• Funding requirements should be designed 
to act in a counter-cyclical way

• A pension safety net is a vital component 
of national pension policy

• The design of defined contribution pen-
sions needs further development

• Risk management and governance of pen-
sion plans needs to  be improved

Although most pension plans did not invest in 
the financial instruments which became toxic, 
most plans were impacted by the global finan-
cial crisis through the combination of a general 
decline of all asset values and the increase of 

O n 26-27 September, 130 pension and 
social security actuaries from 26 
countries met together for two days 

of intensive presentations and discussions. This 
was the fourth Colloquium organised by the 
Pensions, Benefits and Social Security (PBSS) 
Section of the International Actuarial Associa-
tion (IAA).

The sections of the IAA, like those of the Soci-
ety of Actuaries, are for individual actuaries to 
join. The PBSS Section focuses on both public 
provision of pensions and social security and 
private pensions and remuneration issues. The 
annual colloquia offer great opportunities for 
networking, as well as for learning new things. 
The international mix of presentations and par-
ticipants makes attendance a very rewarding 
experience.

With five plenary sessions and almost 30 break-
out sessions, there was an immense variety of 
topics covered, from pension reform to actuari-
al standards of practice, from new risk-sharing 
designs to managing the de-accumulation phase 
of defined contribution pensions. Several ses-
sions dealt with mortality and demographic is-
sues, in particular the challenges of projecting 
improvements in longevity and ways to insulate 
retirement schemes from longevity risk.

The venue for the meeting was the Royal Col-
lege of Physicians, which was a lovely place to 
hold the meeting for the relatively small sized 
group (by U.S. meeting standards). The weather 
was exceptionally good for Edinburgh in Sep-
tember. For the gala dinner participants and 
accompanying persons were able to enjoy the 
refurbished beautiful interior of the Mansfield 
Traquair, built as a catholic church at the end 
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liabilities resulting from lower interest rates. 
While this has directly affected members of 
defined contribution schemes, amongst defined 
benefit private schemes and public plan mem-
bers, there has been a serious secondary impact 
on pensions in terms of loss of confidence in 
pensions alongside other financial institutions. 
A vital task looking forward is to rebuild con-
fidence and to make pensions more secure and 
sustainable, which was the key theme of the 
conference.

In keeping with the IAA’s number one strategic 
objective to establish and build relationships 
with supranational organisations, the Edinburgh 

colloquium welcomed the participation of repre-
sentatives from the International Labour Office 
(ILO), the International Social Security Asso-
ciation (ISSA), the Organisation for Economic 
Cooperation and Development (OECD), the 
World Bank and the Inter-American Conference 
on Social Security. 

The next PBSS Colloquium will take the form 
of a mini-Congress, organised jointly in Hong 
Kong with the IAA Health Section (IAAHS) 
and the consulting actuary section—Interna-
tional Association of Consulting Actuaries 
(IACA).

The meeting will run from the evening of 6 May 
to the afternoon of 9 May at the Sheraton Hong 
Kong Hotel and Towers. Preregistration and the 
call for papers are open on the IAA website at 
www.actuaries.org/HongKong2012 and formal 
registration will open soon.

We hope to see many members of the SOA 
International Section at the mini-Congress in 
Hong Kong in May 2012.  o
    

Mansfield Traquair
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A Mini-Congress of the International Actuarial Association will be held in Hong Kong from 6 May to 9 May 

2012. This event is being organized and hosted by the Actuarial Society of Hong Kong and will be held 

at the Sheraton Hong Kong Hotel & Towers, Tsimshatsui, Kowloon. This Mini-Congress represents a joint 

collaboration of three IAA Sections, namely, International Association of Consulting Actuaries (IACA), Pension 

Benefits and Social Security Section (PBSS) and Health Section (IAAHS). Participation by IACA includes the 

Asia Pacific Association of Consulting Actuaries (APACA).

The theme of the Mini-Congress is The Actuarial Profession and Social and Economic Development. The 

program will include plenary sessions with formal addresses by invited keynote speakers, topical presentations 

by subject-matter experts, and parallel sessions at which submitted papers will be presented. The program 

will features sessions in the areas of pensions and social security, healthcare, insurance, consulting practice, 

and other cross-disciplinary topics, such as ERM, professionalism, social and economic development issues, 

and the public interest. 

The program and online registration are available through the Mini-Congress website at: www.actuaries.

org/HongKong2012/. Discounted registrations fees are available for members of the IACA, IAAHS and PBSS 

Sections—any actuary can join by checking the box on the dues renewal for your own association, or if you 

missed that opportunity, by contacting the IAA Secretariat directly (christian.levac@actuaries.org).

Hong Kong’s magnificent harbour has been the key to its development as a trading port and entrepôt for 

China, progressing through an industrial era to become a leading financial and services centre in Asia. The 

unique blend of eastern and western influences matched by diverse attractions and stunning countryside, 

has also made Hong Kong Asia’s prime tourist destination.

For further information, contact the Mini-Congress Secretariat at iaa2012@icc.com.hk 

2012 IAA MINI-CONgRESS IN HONg KONg



Genghui Wu, FSA, CFA, MAAA, 
FRM, is senior investment vice 
president at Prudential Financial, 
in Newark, N.J. He can be 
reached at Genghui.Wu@
Prudential.com.
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Risk and Opportunity:  
China Variable Annuities Seminar
By Genghui Wu 

O n August 25, 2011, the Society of 
Actuaries (SOA) International Sec-
tion, Investment Section, and China 

Regional Committee co-sponsored a new, spe-
cial one-day seminar in Shanghai, China, spe-
cialized in Variable Annuity (VA) in China. 
This educational seminar was the result of a 
timely response to local regulatory changes and 
addressing local member needs to fulfill their 
CPD requirements.

In 2010, CIRC led the pilot project of VA de-
velopment in China. The first pilot VA product 
was introduced in May 2011, coupled with the 
release of the very first VA guideline by CIRC. 
The opening up of the VA market in China has 
provided a tremendous opportunity and a brand 
new sales channel for insurance companies. 

Due to the ever-increasing complexity associ-
ated with risk managing VAs, it has become 
challenging for current and potential VA writers 
to manage a mix of capital market risk expo-
sures and policyholder behavior risks. It is vital 
for local VA developers to learn the lessons and 
experience from mature foreign VA markets, as 
well as understand the issues and risks inherited 
in VA development in local markets.

Conducted by seasoned practitioners from busi-
ness and industry, this special one-day seminar 
shared unbiased global VA experience, local 
knowledge and practical VA implementation, 
with the objective of shortening the learn-
ing curve for both existing and potential local 
VA writers in this opportunistic and also risky 
business, promoting a healthy and competitive 
market environment for a long-term retirement 

funding solution in China. The seminar provid-
ed in-depth coverage of the following:

• The evolution of VAs, lessons learned from 
VA markets in North America and other 
counties in Asia, and how the VA business 
behaved through multiple economic cycles

• Current VA pricing and valuation 
framework in China, and its implica-
tion of reserving challenges and capital  
requirements to company’s financials

• Understand the VA market targeting and 
planning, product positioning and value 
proposition



provements, including the format of handouts, 
and the length of the seminar.

I want to take this opportunity to extend my 
great appreciation to all the presenters and 
moderator for their volunteering support and 
numerous hours of efforts in preparing and pre-
senting the material. These presenters are: Ri-
kiya Ino from Milliman, Leon Cai from Huatai 
Life China, Daniel Lin and Jimmy Liang from 
MetLife China, KC Chan from Sun Life Assur-
ance Company of Canada, and Tony Ho and 
Eric Yau from APAC with Barrie & Hibbert.

I also want to thank the SOA and the China Re-
gional Committee (CRC) staff members who 
provided tremendous support in organizing the 
seminar: Pat Kum, Martha Sikaras, Colleen 
Fiore, Wilbur Lo, August Chow, and Sharon 
Huang. o

• Product development and practical impli-
cation using CPPI either as a standalone 
or as an investment portfolio for managing 
VA risk

• Quantification of VA risk exposures; Re-
alization of risk management tools, tech-
niques and best practices

• Current state of China local VA market de-
velopment and concerns

With well over 90 local actuarial professionals 
attending, the entire seminar was very interac-
tive and productive. The feedback was very 
positive, stating that well prepared content and 
effective communication provided meaningful 
insights to the members and seminar partici-
pants, prospects and local actuarial communi-
ties with respect to VA global experience, prac-
tical tools & implication, and advanced risk 
management. A couple of constructive criti-
cisms also gave us valuable input for future im-
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William R Horbatt, FSA, MAAA, 
is consulting actuary at ACT-
MASOL in Short Hills, N.J. He 
can be reached at Horbatt@
ACTMASOL.com

2011 Asian Financial Reporting Seminars
by William R. Horbatt

F or the sixth year in a row the Interna-
tional Section has sponsored financial 
reporting seminars in Asia with semi-

nars in Hong Kong, Manila and Taipei during 
late August and early September. The one and 
a half day Manila and Taipei seminars were 
jointly organized with the Actuarial Society of 
the Philippines and the China Region Commit-
tee, respectively while the International Section 
shared responsibility with the SOA Professional 
Development Department and Financial Re-
porting Section for the three day Hong Kong 
seminar. In total, over 300 Asian actuaries at-
tended the seminars.

The seminars were almost totally revamped 
this year with a focus on developments towards 
Phase II of IFRS. In addition, workshops were 
added throughout the seminars to permit at-
tendees to gain a hands on feel for the material 
(some attendees said this was just done to keep 
them awake). The International Section is par-
ticularly proud about the manner that the Ma-
nila and Taipei seminars built stronger bonds 
with local actuarial organizations, regardless of 
the number of SOA members in the countries.
Actuaries from Indonesia, Singapore and Viet-
nam have expressed interest in local IFRS 
seminars in 2012 and we hope that these semi-
nars become reality. Seminars outside of Hong 
Kong (even outside Asia) are available to any 
local actuarial association that is interested in 
handling all “on the ground” arrangements like 
renting a meeting venue and recruiting attend-
ees. Risks (and rewards) from these seminars 
are shared between the International Section 
and the local actuarial society although we at-
tempt to price them to simply “break even” so 

that the maximum number of local actuaries 
can afford to attend. Please contact either my-
self or Ben Marshall (benjamin.marshall@rbc.
com) if you have any ideas on possible future 
seminar topics. o
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Ambassador’s Corner

NEW AMBASSAdORS:
The International Section is pleased to advise 
that Ambassadors have recently been appointed 
for three more countries: China, South Korea, 
and the Netherlands. In this edition of the Am-
bassador Corner, we are providing biographies 
and 2011-12 work plans for these new Ambassa-
dors. We will continue featuring articles from all 
of our ambassadors on their respective countries.

CHINA

xUEyUN HUANg FSA, FLMI (SHARON)
Milliman (shanghai) Co. Ltd.
905 Zhong Rong Heng Rui International 
Tower, 
620 Zhang Yang Road Pudong
Shanghai 200122
China
Tel:  86(21)61590253
Fax:  86(21)61590525
Email:  sharon.huang@milliman.com
 
Biography
Sharon is a consulting actuary at Milliman’s 
Shanghai office. She joined the firm in 2011.

In her current role, she provides support to local 
and multinational insurance companies in the ar-
eas of actuarial due diligence, product design and 
pricing and financial reporting. Prior to joining 
Milliman, Sharon worked at the largest life re-
insurer in China for six and half years where she 
gained experience in reinsurance, product devel-

opment, market research, alternative distribution 
channel management and market entry strategy.

She has worked with life insurers in China on 
issues pertaining to:

• Product development
• Premium rating
• Asset Liability Management Modeling
• Due diligence and EV appraisal
• Alternative distribution channels
• Market entry and business planning
• Improving cash flow and capital strain us-

ing reinsurance

Sharon is fluent in English and Chinese. She is 
a fellow of the Society of Actuaries and a mem-
ber of the SOA China Region Committee, asso-
ciate of the China Association of Actuaries and 
a fellow of the Life Management Institute

2011-12 Work Plan
-   Participate in the quarterly conference call 

with Regional Ambassador Coordinator
-  Contribute to International News
-   Help arrange two or more seminars/webcasts 

in China
-   Encourage the local actuaries here to partici-

pate in 2011 Country Feature Article Competi-
tion

-   Considering that more and more actuaries 
who are now working/studying in the United 
States or Europe have interest in coming back 
to work in China, I plan to provide them some 
help to introduce the job market in China and 
relocation.
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• Assist in extending exam centers as needed.
• Assist in logistics for official visits to Ko-

rea by SOA members.
• Identify and develop subjects of interest for 

communication to SOA members through 
the North American Actuarial Journal, The 
Actuary, etc.

• Report important issues around Korean in-
surance industry.

• Motivate university students to pursue 
SOA designations (ASA, FSA, CERA).

THE NETHERLANdS

JAN M HOOPER, FSA
Arcturus
Lamsrustlaan 24
Rotterdam 3054VG
Netherlands
Tel:  31(10)4224708
Fax:  31(62)4550133
Email:  jan.hooper@arcturus.nl

Biography
Jan is a consulting actuary at Arcturus, her 
own consultancy in partnership since 2001. 
Arcturus is an actuarial consultancy providing 
actuarial support to life and non-life insur-
ers on an interim basis. Prior to Arcturus, Jan 
operated Hooper Actuarial Services, where she 
did project work for various insurers. 

She is fluent in English and Dutch. She is a 
fellow of the Society of Actuaries and member 
of the Dutch Actuarial Society (A.G.).

SOUTH KOREA

HyUK-SUNg KWON, ASA, PHd
Department of Statistics and  
Actuarial Science
Soongsil University
Rm 509, Baird Hall
369 Sangdo-ro, Dongjak-gu, Seoul, Korea
Mobile: +82-10-7703-6853
Work: +82-2-820-0448
Fax: +82-2-823-1746
Email: hskwon@ssu.ac.kr

Biography
Hyuk-Sung Kwon is assistant professor and de-
partment chair in the Department of Statistics 
and Actuarial Science at Soongsil University in 
Seoul, Korea. Prior to joining Soongsil Univer-
sity, Hyuk-Sung was assistant manager, long-
term product strategy department at Samsung 
Fire & Marine Insurance. He has been published 
in the Journal of Korean Insurance Academic 
Society, The Korean Journal of Applied Statis-
tics, Insurance: Mathematics and Economics 
and the Journal of Insurance Studies. He holds 
a Ph.D. in Statistics (Actuarial Science Concen-
tration) University of Western Ontario and is an 
associate of the Society of Actuaries.

2011-12 Work Plan
Assist the SOA in communications with mem-
bers and correspondents in South Korea.

• Invite visiting SOA members for seminar 
on industry or academic issues.



I N T E R N AT I O N A L  N E W S

Ambassador’s Corner … | from Page 33

34 | INTeRNATIONAL News | JANUARY 2012

The aim of this talk was to present the SOA to
current and possible future Argentine actuaries
and point out to them the great benefits of SOA
membership.

There were about 60 Argentine actuaries/actu-
arial students in attendance. We provided in-
formation about the SOA exams, as well as the 
study materials and the textbooks. Additionally, 
we promoted the Society of Actuaries’ interna-
tional activities, and distributed various SOA 
international publications.

We extend our congratulations to our team, who 
worked so hard in facilitating this project. We 
also would like to thank the President and au-
thorities of the Students Union at the FCE -UBA 
and the President of the Actuarial Commission 
at the Professional Council of Economic Sci-
ences (CPCE) for their involvement in this so 
worthwhile endeavor.

We are also very thankful to Ronald Poon Affat
and Darryl Wagner, Members of the Board of 
Governors, and Alycia Slyck, Regional Ambas-
sador Coordinator of the Society of Actuaries. 
They are always supportive of our activities in 
Latin America and the Caribbean and continue 
to inspire us in our undertakings. o

2011-12 Work Plan
Assist in establishing exam center (if not al-
ready established) and coordinate SOA exami-
nations.
• Attend two local actuarial events (partici-

pate as speaker when possible).
• Contact members of the Society of Actuar-

ies in The Netherlands. 
• Identify needs and concerns amongst the 

local SOA members.
• Contact new members as they arrive and 

assist by providing information as needed.
• Assist members of the SOA in identifying 

appropriate continuing education opportu-
nities in The Netherlands and the rest of 
Europe.

• Assist in the logistics for official visits to 
the region by members of the SOA Board 
of Directors.

UPdATES
LATIN AMERICA ANd CARIBBEAN 

JAVIER CAMPELO

Javier Campelo, ASA, is Society of 
Actuaries’ Ambassador for Argentina & 
Regional Ambassador Coordinator for 
Latin America and Caribbean. He can be 
reached at jcampelo@re-consulting.com.ar. 

PRESENTATION AT THE SCHOOL 
OF ECONOMIC SCIENCES AT THE 
UNIVERSITy OF BUENOS AIRES
On June 23rd, we gave a presentation at the
School of Economic Sciences at the University
of Buenos Aires (FCE - UBA).
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Andres Webersinke is Head of 
Life/Health Research and Devel-
opment at General Reinsur-
ance AG (Gen Re) in Cologne, 
Germany.  He can be reached at 
webersin@genre.com

CONTINUEd ON PAGE 36

The European Battle Over Sex: 
Human Beings are Above Statistics 
By Andres Webersinke

I nsurers in the European Union (EU) were busy 
preparing themselves for the new Solvency II 
regulations when the European Court of Jus-

tice (ECJ) surprised the industry with its judgment 
on March 1, 2011, to end gender discrimination 
in insurance aimed at supporting the fight against 
unfair discrimination. 

Insurers, the public, politicians and lobbyists all 
have the same basic idea of eradicating any form 
of unfair discrimination, but it is once again the 
method by which this was achieved that results 
in disbelief and the need for a more vigorous re-
sponse by the industry in addressing issues such as 
fairness and transparency. 

WHAT HAPPENEd? A BRIEF SUMMARy 
To refresh memories, in 2003 the European Com-
mission adopted a directive proposal for imple-
menting the principle of equal treatment between 
women and men in the access to and supply of 
goods and services. During the various stages of 
consultation, we witnessed several controversial 
discussions. Nevertheless, the European Commis-
sion did not yield to the request to allow gender-
specific calculations of premiums and benefits 
for the purposes of private insurance within Eu-
rope. In other words, back in 2003 the European 
Commission had already insisted on unisex rates. 
Since this meant a significant change in the usual 
practice, a transition period was offered for their 
implementation and, furthermore, this equal treat-
ment rule was only to apply to new business. 
 
Some Member States lodged objections, but final-
ly all consented to the so-called Gender Directive 
(2004/113/EC), passed on December 13, 20041, 
albeit with some changes. Article 5(2) of the di-
rective provided an exemption from the principle 
to eliminate gender discrimination for insurance 
contracts subject to special derogation rules, i.e., 

gender is a determining factor; differentiation 
must be based upon accurate and published data; 
national parliaments had to implement such an ex-
emption prior to a set deadline. Furthermore, these 
Member States shall review their decision every 
five years taking into account a report presented 
by the European Commission. 

Looking at nine main product lines, Table 1 lists 
those EU Member States which explicitly disal-
low gender-specific insurance pricing in some 
cases. Whereas all 27 EU countries opted for an 
exemption for life and annuity business, nine na-
tions insist on unisex pricing for some product 
lines, most often in the case of motor insurance. 
Some countries, most notably Belgium, limited 
the use of gender in pricing insurance premiums 
to a “bare minimum.” 
 
Table 1 – Use of gender as a rating factor according to national law  

 Life Annuity Disability LTC Critical  

Illness

Travel Accident Motor

Belgium X X X X X X

Bulgaria X X

Cyprus X X X X X

Estonia X X

Ireland X

Latvia X

Lithuania X

Netherlands X X

Slovenia X

THIS SETS THE SCENE FOR WHAT 
CAME NExT
A legal process was initiated by a Belgian con-
sumer organisation and, it should be added, by two 
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a shake of the head. The focus was more on the 
exact implementation of this ruling and only on 
where it mattered most (in biometric risks, such as 
death, longevity and health). Admittedly, the ECJ 
did not argue with the fact that statistics showing 
differences between men and women are merely 
used as a proxy for differences in lifestyle and 
behaviour but referred to fundamental rights en-
shrined in the EU Charter making it difficult to ar-
gue for a different position. This along with a lack 
of political will to re-open a drawn-out discussion 
already held in 2003/04 indeed directed the focus 
on accepting and implementing the ruling.

The moderate reaction of the industry was perhaps 
fuelled by the understanding that it should not 
prove to be too difficult to aggregate two pricing 
tables. All that is needed is the right gender mix.

CALCULATINg THE gENdER MIx
The simplest solution would be to start with the 
most conservative pricing basis. However, in a 
competitive environment or in cases where the 
final premium heavily depends upon the gender 
a new pricing factor is needed—the gender mix. 
The assumption on the gender mix requires an 
equally careful assessment as for all other pricing 
assumptions. Past experience is always useful but 
with the entire industry switching simultaneously, 
evaluating the competition and changing custom-
er’s behaviour will be particularly challenging.

CHANgINg CUSTOMER’S BEHAVIOUR
In 2001 the German government introduced a 
pension plan with state bonuses and privileges for 
employees. Annuity providers developed quali-
fying plans accordingly—the so-called Riester-
Annuity (named after the politician who devised 
the scheme). In order to qualify plans had to be 
gender-neutral from the beginning of 2006. Fig-
ure 1 shows that this change lead to a last minute 
sale to men in 2005. Having said this, the share of 
policies sold to men in 2006 was not any differ-
ent from 2004. The fact that these plans are low 
premium policies and state-funded will affect the 

men challenging the derogation as incompatible 
with the EU Treaty. The Belgian Constitutional 
Court took the case (C-236/9) to the ECJ to decide 
on the validity of the exemption from the prohibi-
tion of all gender discrimination for the insurance 
industry. The March verdict rules that Article 5(2) 
is invalid with effect from December 21, 2012. 
From this date onwards the use of gender as a fac-
tor in calculating insurance premiums and benefits 
will be banned in the EU.

Given the history of the directive the judgment is 
no surprise. The industry underestimated the de-
sire of the European legislative and judiciary to 
promote equality between men and women in all 
activities. The directive offered no more than an 
exemption. The fact that almost all Member States 
implemented this exemption for almost all lines of 
insurance “lulled” the insurers into believing that 
there is no change from what seems like a perfect-
ly fair, reasonable and well-understood approach 
to risk differentiation. 

THE INdUSTRy’S REACTION
It is somewhat remarkable to note that the indus-
try’s answer to this judgment is little more than 

Figure 1 – Proportion of Riester plans sold to men based on a gen Re analysis 
amongst several german life insurers
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buying-behaviour differently to what can be ex-
pected for other insurance plans following the ECJ 
ruling. In any case, the need for financial protec-
tion is not going to change.

For sure the ECJ judgment will be used by agents 
and brokers to sell more annuity business to men 
in the last months of 2012. Similar effects can be 
anticipated for other products—sometimes in-
creasing the share of men and other times that of 
women. The opposite may then take place in early 
2013. This will have unpleasant consequences for 
reserving purposes for example since the gender 
mix assumption will reflect the medium to long-
term expectations.

dATA ANALySIS
These expectations can vary significantly from 
office to office. Looking at immediate annuity 
business and separately at term assurance, Gen Re 
conducted an analysis of data from over 20 Ger-
man life insurers. The following is a brief sum-
mary of the results.

Figure 2 depicts the proportion of men (by number 
of policies and weighted by sum assured) for im-
mediate annuity business. About 50% of immedi-
ate annuity plans were sold to men, but weighted 
by sum assured the proportion of men is just over 
6%-points higher. The variation even amongst the 
larger players is significant. The weighted propor-
tion varies between 52% and 59% amongst the 
top four writers. The maximum proportion of men 
increases to 77% if the next three top insurers are 
included. This clearly demonstrates the need for a 
careful analysis of the data.

Whereas immediate annuity business is sold in 
almost equal shares to men and women (over all 
companies), this cannot be said for term assur-
ance. Here the proportion of policies sold to men 
is over 60%. Weighted by sum assured the share 
increases by 3%-points. A reason for the narrow-
er relationship could be the lower premium level 
charged to women. However, surprising again is 
the significant differences from one insurer to the 

Figure 2 – Proportion of men in immediate annuity business (top 7 immediate annu-
ity writers within the gen Re datapool; only policies in force for less than 10 years)

Figure 3 – Proportion of men in term assurance business (top 8 term assurance writ-
ers within the gen Re datapool; only policies in force for less than 6 years)
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higher2) but already today many motor insurers use 
carefully chosen criteria to distinguish multiple risk 
categories. Gender is not the sole key differentiator.

This is different for most life insurance products. 
Gender differences typically remain with increas-
ing age and across most medical conditions. But 
the principle for further differentiation is also well 
understood in life insurance. Insurers offer lower 
premiums to so-called preferred lives (in the case 
of mortality or morbidity cover) or enhanced an-
nuities to people less healthy than the average 
seeking a regular income at retirement age. 

One can expect increasing activity in this area 
but not a sudden switch or rapid movement to-
wards new types of risk categorisation. After all, 
established insurers cannot afford to target men 
or women alone. Both sexes are part of a typical 
target market and unless the current target market 
is completely changed, new attributes will only be 
introduced over time or where competitiveness is 
affected by the court ruling—in particular by those 
companies who have too much of the “wrong” sex.

As such the concerns around the gender mix re-
quire some managing and steering to ensure the 
actual gender mix is aligned or is better than the 
mix used in the premium calculation.

This may be achieved by means of innovative 
product design, better use of target group typol-
ogy, targeted sales documentation, discounts for 
partner policy and appropriate sales incentives to 
name a few. This is familiar ground for sales and 
marketing experts. Having said this, other indus-
tries such as the car or grocery sector are ahead of 
the insurance industry in terms of influencing and 
understanding the buying pattern of customers.  

OPEN QUESTIONS – INdIVIdUAL RISK 
ASSESSMENT
The judgment left a number of questions unan-
swered. Particularly noteworthy is the question of 
its applicability on individual risk assessment in life 
insurance. 

other. Whereas one insurer must calculate with a 
23% share of female customers another will benefit 
from a rate which is two thirds higher and almost 
40% (Figure 3). 

The gender mix for life insurance also depends 
on the entry age and duration. Men typically start 
owning life insurance cover later in life than wom-
en—affecting the chosen duration. 

However, insurers should also analyse how the 
gender mix is changing during the duration of a 
policy. Lapse rates, for example, may be differ-
ent and thus change the mix over time. The gender 
mix for annuity and long-term care policies will 
change significantly with increasing duration as 
higher mortality and morbidity rates reduce the 
share of insured men paying premiums. 

Other factors influencing the proportion of male 
customers are the target market, build-in options 
(may be exercised differently by men and wom-
en), trends (e.g., as a result of an increasing em-
ployment rate amongst women) distribution chan-
nel, etc. It can be expected that brokers sell higher 
sums assured to more men whereas the banking 
channel sells more annuity business to women 
than men (at least in the German example). 

BEyONd THE gENdER MIx
Where premium competitiveness is key a new 
mindset is required. How can an insurance com-
pany selling term assurance via direct marketing 
attract more women in order to have an overall 
attractive premium level? How can a bancassurer 
ensure that annuity business is sold as expected to 
both men and women? 

One answer to these questions is to introduce new 
attributes with the aim of accurately pricing the risk 
categories and thus offering fair and competitive 
terms to the target market, avoiding indirect dis-
crimination, of course. Motor insurance is a good ex-
ample. In the group of young vehicle drivers (below 
age 25) men have a higher claims index than women 
(in Germany the claims ratio is between 25 to 33% 

The European Battle Over Sex … | from Page 37
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In Critical Illness insurance, for example, a partic-
ular family history of breast cancer may lead to a 
specific exclusion for a female applicant. For men, 
however, the decision may be a different one. It 
seems inappropriate to apply in all cases an exclu-
sion so as not to differentiate between the sexes, or 
better said, not to discriminate between the sexes.

Extra mortality loadings for unfavourable health 
conditions are calculated comparing standard 
mortality with that of a diseased population. These 
studies are gender-specific to identify differences 
by gender. Even if the relative extra mortality is 
the same for both sexes,   different disease preva-
lence amongst the sexes will result in an imbal-
ance of the total extra premium charged across a 
portfolio, if these loadings are applied to unisex 
rates. This list of issues can be extended to include 
different laboratory norm values for different sex-
es, different meanings of a positive electrocardio-
gram reading for men and women (in particular in 
younger ages), etc. It is important that the industry 
voices its opinion to avoid that the changing Gen-
der Directive will adversely impact the way the 
industry goes about individual risks assessment.

SUMMARy
The ECJ judgment on gender equality has a num-
ber of immediate and long-term consequences 
for the industry. At this stage only the decision 
is known. The European Commission promised 
a report providing guidance on the interpretation 
of the judgment. This report, however, can only 
be expected in early 2012. The European Com-
mittee on Women’s Rights and Gender Equality 
had a first debate on the ECJ judgment and its 
implementation on May 25, 2011, providing a first 
glimpse into the thought process of decision mak-
ers4.  The committee’s Rapporteur (Zita Gurmai, 
Group of the Progressive Alliance of Socialists 
and Democrats in the European Parliament) made 
it already clear that the ECJ’s decision was a very 
important one and that she will make sure that 
“consumers will not pay higher premium rates for 
not being discriminated against.” Other opinions 
ranged from underlining the principle of the “fight 

against discrimination being more important than 
economic consideration” (as voiced by Raül Rom-
eva I Rueda, Group of the Greens/European Free 
Alliance and Rapporteur for the outstanding anti-
discrimination directive on age and disability) 
to the pragmatic question of “what do we try to 
achieve” (as asked by Marina Yannakoudakis, Eu-
ropean Conservatives and Reformists). 

While this debate is ongoing, insurers should be 
preparing for the new unisex environment. This 
will definitely include the analysis of the gender 
mix in new business by various factors as de-
scribed above but also the effects this has on re-
serving. Which reserving basis should or can be 
used in future? Insurers should maintain a degree 
of flexibility in order to react swiftly should com-
petitors introduce innovative product ideas or use 
new attributes with better risk selection effects. 
This will require new management tools to moni-
tor the gender mix for both reserving purposes and 
new business development. 

The long-term effects, however, should also be 
considered. The notion of the right to underwrite is 
once again openly debated. To categorise risks is 
the principle of private insurers. The EU continues 
to debate the insurer’s right to differentiate risks 
by age and disability. Some politicians and lobby-
ists gained impetus from the recent ECJ ruling on 
gender. Sooner or later this will impact other juris-
dictions with perhaps similar results. The industry 
is called upon to make its processes more transpar-
ent. Every decision to rate or decline a risk, every 
decision not to pay the full claim amount should 
receive a thorough examination on fairness. At the 
same time the industry needs to organise itself bet-
ter and across national boundaries to educate the 
decision makers and lobbyists about the way risks 
are assessed and how competition ensures that 
more and more individuals—almost everyone—in 
the society can have access to financial protection 
products at a fair price. o

 
ENd NOTES
  
1  The Directive entered into force on 

December 21, 2004, giving the Member 
States a period of three years to implement 
the provisions into national law.

2  CIVIC Consulting. July 16, 2010. Study on the 
use of age, disability, sex, religion, or belief, 
racial or ethnic origin and sexual orientation 
in financial services, in particular in the insur-
ance and banking sectors – Part III: Annexes.

3  Based on calculations from the 
German Insurance Association 
(GDV): http://www.gdv.de/Themen/
Lebensvers i cherungAl te r svorsorge/
P ro d u k t f r a g e n / B e r u e c k s i c h t i g u n g _
d e s _ G e s c h l e c h t s _ b e i _ K a l k u l a t i o n /
inhaltsseite22105.html , accessed on August 
19, 2011

4  Parliamentary Committee Meeting. Event: 
Committee on Women’s Rights and Gender 
Equality (FEMM). Brussels, May 25, 2011, 
09:14 - 10:55. Accessed through the multi-
media library (http://www.europarl.europa.
eu/en/multimedia-library/).



475 N. Martingale Road, Suite 600
Schaumburg, Illinois 60173
p: 847.706.3500   f: 847.706.3599 
w: www.soa.org

Non Profit Org
U.S. Postage

PAID
Carol Stream, IL 
Permit No 475

International
News


	Table of Contents
	Editor’s Note
	Chairperson’s Corner
	Newly Elected International Section Council Members
	The International Section at the SOA Annual Meeting
	Brazilian Private Health Care Market—Ready for Liftoff
	Employer Sponsored Plan in China—Reality, Issues andPolicy Advice
	2012 Country Feature Article Competition—Cash Prize of U.S. $1,000!
	Pension and Social Security Actuaries Meet in Edinburgh
	2012 IAA MINI-CONGRESS IN HONG KONG
	Risk and Opportunity: China Variable Annuities Seminar
	2011 Asian Financial Reporting Seminars
	Ambassador’s Corner
	The European Battle Over Sex: Human Beings are Above Statistics

