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Ambassador Program Update:
Country Web Pages dke Shape

by Jim Toole

A

s alluded to in the previous

the last issue of the newsleiter

this article are his. What he has to say
Ambassador Program update in gets right to the point of what the Inter-
national Section and Countryaly Pages

an exciting new program initiative is now are all about:

underway harnessing the boundless
enegy, remarkable skill, and unwavering
dedication of our Ambassadors, all for
the benefit of you, the international
actuarial communityAmbassadors in 26
countries have united for a single
purpose: to assemble country-specific
market information and identify useful
Web pages to serve as the backbone of
an international insurance resource center
that is located atwwsoa.og/links/
amb.html

The Problem
You have been asked by your team to do

The International Section is always
looking for ways to mvide sevice
and information to actuaries practic-
ing around the globe. Not only ar
more SOA members transfed to
other countries, but also therre in-
creasing numbers of new members
qualifying flom outside Nah
America. The Sectiorcognizes that
the Internet is a universal tool for
information dissemination, and it is
really our duty to find ways to use that
tool.

some background research on the insur The Process
ance market in Country X. Fine, you say In envisioning the page content, we had

| speak the language; I'll just fly down
for the week, visit the insurance depart

some simple guiding principles in mind:
to provide relevant and reliable country-

ment, conduct some interviews with local specific information that does not

professionals, write my report and that
will be that.
Problem solved? &ll, budget issues

tion at the strategy meeting mafiana.
Although surfing the \&b is undoubtedly

a big step forward from visiting your
local library, it can still be

pretty frustrating when

you are trying to find l\’@
information as ,--I—_‘_"'_:;
specific as capital R —
requirements, t =
doubly so when you

are dealing with a foreign countrnd
when it is all said and done, how coenfi
dent can you be in the reliability of your
sources?

The Solution—Country W eb
Pages

| had the opportunity to “speak” via e-
mail with program architect and page

designerNew Zealand Ambassador
Richard GeislerAll quotes included in

substantially duplicate links found on the
SOA or other commonly used actuarial
Web sites. Ultimatelywe set out to

aside, say you need to make the presentacollect on one page the basic information
needed to open a window into the cendi
tion and practice of insurance in the
specific countryWith these objectives in
mind, the design team constructed an
information survey that was then
forwarded to all Ambassadors.

Actuarial practices vay from region

to region, which inagasingly equires
actuaries to bridge those diffamces
for the sake of communicating within
either their own aganization or with
others in the mfession. Whether it is
valuation of liabilities, poduct
pricing, or investment strategies, the
terminology and practices of ose’
home county are often maged with
operations in other countriegquir-
ing broader understanding of both.

The ability to network and find infor-

mation worldwide has become vital

for most SOA members, tiaularly
those operating outside NbrAmerica.

The Ambassadors research and
assemble the information and send the
completed surveys to Debbie J&DA
Web development coordinatdor
inclusion on the SOA site. They are
encouraged to select “best in class”
examples when multiple sites are avail
able. Although the most reliable infor-
mation generally comes from local pages
in the local language, external sites are
encouraged if the Ambassador feels they
contain the most reliable information.

As with any web site, it has to be up-
to-date, easy to use andopide a
sewice. | think the Counyr\\eb Site

has the potential to meet those criteria
and is designed to beviewed egu-
larly by each Ambassador

The survey as conceived was not in-
tended to be an exhaustive treatment of
the subject or unduly onerous for the
AmbassadorAmbassadors were enceur
aged to have some fun, to show af
little and add links to sites showing some
of the flavor of their host country (poten
tially as important as reserve require-
ments in making an investment decision).
For Brazil, it had to be football and
beaches...

I enjoyed filling in the swey as |
discoveed that pride could be taken
in what New Zealand has done with
the Internet. In just a shbtime, | was
able to locate the types of sites the
Country Web Page was designed for
that will be useful, | think, to anyone
needing a staing point for informa-
tion about New Zealand. The Countr

(continued on page 8, column 1)
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Web Pages a flexible, allowing hot
buttons to addrsses that psent
unique diffeences impdant for the
region. In the case of New Zealand,
being a small counys theee is a Véb
site that searthes only New Zealand
Web sites so the user can easily surf
the Land of the Long White Cloud.

The Pages
We are proud of what we have acecom
plished so farBy the end of this year
we hope to have more than 15 active
Country Web Pages from
{" ... our 26 Ambassadors|
L.~ But we need your
help to do more.
We are currently
recruiting
Ambassadors for a
. number of coun
tries including
England, France, Germarlyeland,
Mexico, The Netherlands, Pakistan,
South Korea, Switzerland and Scotland
If you are interested in learning more
about the Country b Pages or the
Ambassador program, please contact
Jeanette Selin dselin@soa.ay or Jim
Toole atJim.Toole@milliman.com

e —

| think it’s right on taget. The objec-
tive of the poject was to mvide
country-specific pointers to insurance
and statistical elated sites. It is an
easy site for staing a seach and
gives some personal addises for
further contact that could be useful.

| am sue most Ambassadors would
welcome the chance to give guidanc
to any visitor to the site iequested.

I look forward to the feedbackdm
members and dict contact fom
anyone using the site. Come and
surf New Zealand!

Jim Toole, FSA, is a consulting actyar
at Milliman & Robetson, Inc. in Denver
He can beeached at jim.toole@

International Section Council.

Valuation of Cross-Border
Insurance \éntures

by Ken Mungan

Editor's Note: This dticle is reprinted
with permission fsm the winter 1999
edition of “Wbodrow Milliman Insurance
International.”

world are expanding to achieve a

global presence.dTbecome interna
tional firms, insurers are establishing
cross-border subsidiaries and forming
partnerships with foreign firms. As the
pace of this activity quickens, insurers
need a financial framework for evaluat
ing potential ventures and for monitoring
the performance of existing ventures.
Moreover any useful framework must
account for the unique features of the
insurance industryNamely evaluation
techniques should account for the long-
term, predictable nature of insurance
company liabilities.

In this article, | will show how blend
ing two well-known financial techniques
can help insurers evaluate cross-border
transactions. An analysis of a cross-
border insurance transaction should use
both actuarial projections and the no-
arbitrage approach used to price securi
ties. When each technique is used in its

I nsurance companies around the

such as a mger or block acquisition,
will rely heavily on actuarial projections.

Security pricing techniques that rely
on the no-arbitrage approach are used in
a different context. These techniques
are used in the realm of sophisticated
financial competitors who constantly
analyze security prices. These competi
tors will exploit any possible advantage
by simultaneously trading multiple finan
cial instruments. In this world, oppor-
tunities for riskless profit quickly vanish.
This process of eliminating arbitrage
opportunities is used to price financial
instruments.

Actuarial projections and security
pricing techniques can be used together
to value cross-border insurance transac
tions. For an insurer evaluating a trans-
action in a foreign countpactuarial
projections can be used to project annual
earnings in the foreign currencyecurity
pricing techniques can then be used to
translate those earnings to the insurers
home currencyfFinally, this stream of
translated earnings can be discounted at
an appropriate hurdle rate. This rate
should account for the risk of the invest
ment and be appropriate for the economic

appropriate context, one can form a clear conditions of the insurés home country

understanding of the value of a cross
border transaction.

Actuarial projections are commonly
used to analyze the expected earnings,
which will be generated by an insurance
enterprise. These projections account for
the fact that insurance company cus-
tomers are willing to pay for the valuable
services provided by the compaffpr
example, customers value the advice
offered for financial planning, the finan
cial security ofered by insurance
products, and access to the financial
markets. Actuarial projections account
for the value which the company realizes
through its expertise in the financial

milliman.com. He is also a member of the Markets, its long time horizon, and its

ability to benefit from risk sharing and
pooling. A purely domestic transaction,

To understand this process, | will
outline each of the major steps. First,
actuarial projections will be produced to
evaluate the transaction in the foreign
currency To create the projections, one
starts with a set of assumptions. Liability
assumptions such as mortalityorbidity,
and reserving basis will determine the
liability cash flows and the development
of the reserves. Also, one needs assump
tions that will determine asset perform-
ance. Asset assumptions include an inter
est rate scenario, fixed income asset
spreads, an investment strategy for the
new venture, and the cost of expected
asset defaults for this stratedyith the
assumptions in place, it is possible to
project the year-by-year distributable
earnings for the venture. Distributable



