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Editorial

MEGATRENDS

BY RONALD POON-AFFAT

JOHN NAISBITT,
Megatrends, defined a megatrend as a gen-

in his best-seller

eral shift in thinking or approach affecting
countries, industries and organizations. An
actuary is a professional that uses math-
ematics, statistics and financial theory to
study uncertain future events. Such profes-
sionals evaluate the likelihood of those
events and design creative ways to reduce
and/or manage the risk of adverse events.

So it would appear that the actuarial pro-
fessional could be counted on to offer an
informed opinion about megatrends.

Let us first consider some examples of
what is not a megatrend. According to
PricewaterhouseCoopers’ Insurance Banana
Skins 2009 Report, the top three identified
risks were liquidity, credit risk and credit
spreads. However these are basically short-
term issues that probably have more to do
with “not delivering” annual budgets (read-
ing between the lines—not receiving annual
mega bonuses) rather than long-term creep-
ing financial issues.

Another example of what’'s not a mega-
trend is the oldie but goodie story about
the relationship between the farmer and
the turkey. If the turkey were to extrapo-
late his past relationship with a farmer, he
would infer that the farmer is his best friend
as he is provided with food, shelter and
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health care with no strings attached. Until
of course Thanksgiving comes around.
The turkey naturally would be dead wrong
regarding any forecast made in its lifetime.

John Maynard Keynes said, “It is better to be
vaguely right than precisely wrong,” and this
is where [ am convinced that actuaries have
the distinct upper hand compared to bank-
ers, lawyers and accountants. Actuaries are
still more comfortable being vaguely right.
We can still be in our comfort zone pricing
whole life policies which include long-term
financial, economic and actuarial assump-
tions. Of course we are often accused of
being like the guy standing at the back of
a fast-moving train with a high-powered
telescope; precisely analyzing where we
came from but having no idea about where
we are going or even where we are at the
moment; a useful reminder that our job
description includes peering into the future.

| recently gave a presentation on mega-
trends and discussed the following:

1) The possible effect of longevity.
Everyone thinks that we are all going
to be a generation of centenarians, so
I decided to shake things up a little bit
by referring to the marked rise of dia-
betes, obesity and pandemics which
have the potential to temper future
mortality improvements.

2) The increasing financial clout of the
older consumer. We need to cater
for this growing economic force and
alter underwriting and benefits to
accommodate this increasing cohort
of potential clients.

3) The increasing cost of capital. [ under-
took a historical tour starting in 1776
when William Morgan undertook the
first actuarial valuation of the United
Kingdom’s Equitable Life all the way
to Solvency II, noting that the cost
of capital was a lot less expensive in
1776 and going forward it was not
going to get any less expensive, and

4). The consolidation of insurance com-
panies all over the world. Even in the
most competitive markets, the top 10
companies still occupy 75 percent of
the market share. I urged the smaller
companies to consider reviewing their
product ranges and distribution chan-
nels so as to avoid competing head-on
with the industry’s giants.

After that presentation, | came across an
interesting and provocative actuarial paper
by John Gordon, FIA; John is an actuarial
consultant and emerging best-selling author.
The paper challenged “the role of the actu-
ary in a changing world.” In his wide-ranging
paper John identifies some real megatrends



which include risks that pose global threats
and threaten societal collapse; issues that
hold the key questions for tomorrow.

John thought that it would be rather inter-
esting if actuaries gave a shot at including
the following off-the-charts factors within
their risk maps and discussed their poten-
tial impact. For example, the following:

1) Continuing global population growth,

2) Global warming,

3) The risk of alternative fuels not being
able to compensate for the end of oil.
Global fuel shortages and an ensuing
energy crisis,

4) Shortage of food and potable water,

5) Escalation of conflict, and

6) The end of continuing economic
growth as we know it.

There is always a lot of discussion of the
role of the actuarial skills in a wider social
context. Why is it that we do not consider
such risks within our models or academic
discussions? Is it that we think that we are
not qualified (if not us, then whom)? Is it
that we believe it is not in our profession’s
mandate to do so? Is it that we think that
such risks are unimportant? I reckon that
if we started to address such global issues,
then we would get an invitation to appear on
Fox News, quicker that Bill O'Reilly can say,
“the spin stops here.”

What could be more important than the
analysis of risk factors mentioned above?
Let’s allow ourselves the luxury to day-
dream a little. Imagine if the slighted,
brainy guy in a future Hollywood summer
blockbuster is an actuary. He correctly

Departments

identified the risk
that was threaten-
ing the world’s exis-
tence and projected

the ultimate conse-
then
designs a creative way to reduce the likeli-

quences. He

Ronald Poon-Affat

hood and decrease the impact of such an
adverse event. Our actuarial hero then
ends up saving the world and gets the
beautiful girl.

Ronald Poon-Affat, FSA, FIA, MAAA, CFA, is the
Life & Health Director of Munich Re Brazil and a board
member of the SOA. He can be contacted at rpoonaffat@

munichre.com.

For more discussion and information on John Gordon’s
paper “On the Role of the Actuary in a Changing World”

visit www.acturage.com
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Letter From The President

BROADER ROLES FOR ACTUARIES

BY MIKE MCLAUGHLIN

WITH THIS BEING my first column of the
New Year, | thought it would be a good time
to take a look at opportunities for the mem-
bers of our profession.

Actuarial skills and methods have been under-
utilized in the business world, and there are
many new areas in which we can use our
knowledge. In the last issue, | discussed the
changes taking place in the traditional mar-
kets we serve. These changes are making it
even more important to look at new areas of
growth—or opportunity—for actuaries. In this
article, I'll give examples of the kinds of work
opportunities that are out there, and then I'll
cover the kinds of skills we need to be suc-
cessful in new areas.

AN ACTUARIAL CONTRACT
Let me give you an example of a complicated
contract in which a price is needed:

These contracts are sold individually, but they
number in the thousands. Sales are made over
the Internet, or face-to-face with the customer
in an office. Either way, the contracts carry a
high acquisition cost made up of sales com-
mission, new business/administration depart-
ment expenses, and costs of third patrties.

The acquisition cost is recovered out of recur-
ring monthly charges. The contracts are prof-
itable, so we don’t want to report a loss at
issue—instead, we’ll hold an intangible asset,
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which amortizes over time. The contract typi-
cally runs several years, so we have to consid-
er the time value of money. The contract may
end prematurely before running its full term,
due to mortality or lapsation, so we have to
consider multiple decrements. The customer
may voluntarily terminate the contract, in
which case we assess a surrender charge.

Several different plans are offered, with longer
or shorter terms. Optional extras can be added
to the plan, such as insurance, at extra cost.
Additional family members may be included.
If multiple features are added, we would give
a volume discount. Many contracts include
price guarantees for a period of time, after
which repricing may occur. And of course the
price is subject to competitive pressures!

The monthly fee recoups acquisition costs,
and pays administrative expenses, taxes and
the cost of capital, over time. Interest rates are
unpredictable, so hedging may be necessary.
Sound complicated? Sound like an actu-
ary would be needed to price and reserve
for such a contract? Absolutely! But this is
not an insurance contract. This is a typical
cell phone contract. It carries many of the
same complexities that affect insurance con-
tracts—if not more! Telecommunication and
technology companies that serve customers
directly, such as cable TV companies and
Internet service providers, all need actuarial
skills, knowledge that our profession already

has. Technology companies are also notori-
ously capital intensive—could actuaries play
a role in forecasting, modeling and capital
management there?

In a few countries—Australia and Mexico
come to mind—actuaries are already work-
ing in technology companies. One colleague
of mine served a major telecommunications
company in Australia, working on new prod-
uct development, pricing, analyzing churn
patterns, understanding multi-product custom-
er behavior, bundled offer pricing, customer
profitability studies, comparative distribution
channel economics, cost allocation and busi-
ness cases for major expenditures. Why don’t
actuaries do this in North America!?

CUSTOMER VALUE STUDIES

Picking up from the technology example
above, many industries serve customers
directly, with longterm relationships—insur-
ers, banks, telecommunications, utilities,
even the government. Customers sign on,
sign off, need services, pay recurring fees,
and behave in complex ways, some rational
and some not. In serving these customers,
most businesses use some level of analytics,
and the techniques used can be rudimentary,
compared to actuarial methods.

Actuaries use embedded value (EV) methods
(or derivatives of EV methods) to determine
company value. In this simplified example of



an actuarial appraisal approach (see Chart 1),
enterprise value is shown as the horizontal dot-
ted line. It is composed of capital and surplus,
plus the value of customers. In this model,
the value of customers has been allocated
to individual customers, based on the profit-
ability of the contracts they own, or are likely
to purchase. Customers paying a higher price,
or with low-risk characteristics, will contribute
relatively more value. Individual customers
are then ranked in descending profitability
order, and plotted horizontally.

Customers who contribute larger profits
cause the curve to increase rapidly at first.
Customers who contribute little profit cause
the curve to increase more slowly, and then
level out. Customers who contribute to losses,
those toward the right-hand side of the curve,
actually destroy enterprise value. This kind
of analysis points the way to better under-
writing, more accurate pricing or increased
fees for services to the least valuable custom-
ers. The banking industry uses similar meth-
ods, for example, to assess high charges for
bounced checks, such that fees are directed
at customers who would otherwise diminish
profitability. This is a good example of how
actuarial techniques could be used to better
serve these industries and their customers.

A MORTALITY STUDY—AT A GAS
UTILITY

Some years back, I worked on a project for
a major gas utility. They had installed thou-
sands of pieces of equipment underground—
pipes, joints, valves, switches, meters and
more. They were seeking a rate adjustment,
and needed to calculate the average life-
time of the various pieces of equipment.
Depreciation costs were a major component
of the utility rate.

The company had written records of every
piece of equipment installed, going back to

1902. The records were legible and accurate.
The records showed a code for each type
of equipment, the date installed, and the
date removed from service, if it had been
removed. My team performed a classic mor-
tality study. The date of installation was the
“date of birth” and the date removed from
service was “death.”

The data was very well behaved, and the
results were smooth and credible. The
Ix function curve was typical of mortal-
ity curves—relatively rapid decline early on,
with relatively high defect rates initially.
Then in the middle years the curve leveled
out. Finally, in later years, the curve became
steep again, as mortality rates rose to high
levels. We determined the average lifetime of
one of the main pipe sizes as 54 years.

The alternative approach to determination of
average lifetime was an engineering method.
Labeled the “rust pit depth” method, the meth-
od involved excavating a hole in the ground,
measuring the depth of rust pits on the pipe or
valve in question, and extrapolating as to how
long before it would need to be replaced.

In this particular actuarial study, the client
company did not like the results, because
it had estimated the average lifetime as 33
years. Our results meant
lower depreciation costs
than estimated, hence
less justification for an
increase in utility rates!
But our results were
highly credible. This is
a classic application of
actuarial methods, and it
seems to me this would
have wide application in
manufacturing or certain
other industries.

Departments

PREDICTIVE
MODELING

Actuarial training includes
statistical methods, and
almost all actuaries are
very capable of multiple Mike McLaughlin
regression analysis. This

tool identifies correlations between the vari-
ables affecting an outcome. Now more com-
monly called predictive modeling, there are
many applications in insurance.

For example, P&C actuaries use predictive
modeling for underwriting purposes, to bet-
ter match the actuarially sound rate with
corresponding acceptable risk parameters
on both commercial and personal risks. For
example, classification ratemaking in auto
insurance has extended not only to causal
risk parameters such as the driving record
of the insured, but also to perceived non-
causal relationships, such as the insured’s
credit score. In this case, predictive modeling
has signaled significant correlations with an
insured’s credit score and an insured’s pro-
pensity to be in an accident.

In addition, P&C actuaries are also using
predictive modeling tools to aid in claim
settlement purposes. By looking at prior
claim history and considering many factors,

Chart 1
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certain claims can be classified as being
more or less complex, more or less likely
to be fraudulent, or more or less uncertain
as far as ultimate settlement is concerned.
Using these tools, claims can be more appro-
priately managed. Some claims may be
assigned to an expedited process, while the
relatively few, more difficult claims would
be assigned for detailed review. As such,
predictive modeling not only enhances the
effectiveness of committing the appropriate
resources to the claim adjudication process,
but also enhances the traditional actuarial
role in loss reserving accuracy.

Similar techniques are now being applied in
life insurance. Of course, life insurance has
much lower claim frequency than, say, auto
or homeowner’s insurance! But there are
many underwriting risks that are amenable
to predictive modeling techniques. Predictive
modeling is also used for marketing and cus-
tomer retention purposes.

As an example, an engagement team com-
pared traditional underwriting risk classifica-
tion to a predictive modeling technique. The
predictive modeling approach used company-
provided basic demographic information
(name, address, no social security number,
no medical information) for several thousand
customers. This first step was to amass as much
data as was available on these individuals. The
engagement team then matched the basic
identifying information as provided to external
data sources. The sources were publicly avail-
able for a very small fee, when purchased in
quantity. The sources included public records
on property ownership, driving record, credit
history and purchasing patterns. Lifestyle pat-
terns were identified from small-area (e.g., zip
code) characteristics. Income, investments,
net worth, employer, occupation and level of
education could all be derived from the exter-
nal sources. Any such match of external data,
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of course, contains inaccuracies or incom-
plete data points. However, the number of
actual and derived data points number in the
several-hundreds. With that much data, reli-
able trends could be found.

In the second step the engagement team ran
the analysis and classified customers into 10
groups, or deciles, of increasing risk. The cus-
tomers were also classified into 10 groups in
accordance with full medical underwriting,
in which the client company had access to
medical history, family history, medical (or
paramedical) examination, build, body flu-
ids, telephone interview and treadmill tests.

The similarity of the classification was remark-
able. Most contracts were classified in the
same decile. Very few were classified more
than one decile differently. The disparity in
cost was equally remarkable! After initial
setup, the cost of additional analysis was
marginal. The predictive modeling technique
allowed simplified underwriting at low cost
and high speed, with few data inputs, to be
applied to the top six deciles. Full individual
medical underwriting was used where the
models indicated lowest four-decile ranking.

ENTERPRISE RISK MANAGEMENT

JJ Actuaries and ERM, JJ actuaries and ERM,
JJ go together like a horse and carriage.
Well, maybe I'm not a songwriter, and it defi-
nitely doesn’t rhyme, but it’s true. Actuaries
have managed risks for years, including risks
such as mortality, morbidity, property/casu-
alty and changing interest rates. Our risk
management resume is pretty impressive.
In the midst of the greatest financial crisis
in decades, few insurance companies have
failed thanks to conservative regulation and
generally good risk management.

Actuarial risk management over the years
has quantified risk, mitigated it and exploited

it by charging a premium over the cost of the
risk and expenses. As actuaries we estimate
and hold capital in proportion to the risk
exposure, gradually reducing capital over
time as we are released from risk. Now, with
ERM, we're looking at a wider range of risks,
and looking at risks in totality. ERM is a logical
extension of time-tested actuarial methods.
It’s a great opportunity to extend the reach of
our profession outside the traditional areas of
pensions and insurance.

WHERE ELSE CAN WE USE OUR SKILLS?
There are many other areas in which we can
use our actuarial skills. Actuaries have exper-
tise in expense analysis. We might make great
sports statistics analysts. Airline ticket pricing
structure is very complex—could actuaries
optimize the process? Where did operations
research go?

I know of a few pioneering actuaries who
have broken through the fences and are
grazing in fresh pastures. This magazine has
featured several pioneers in our profession,
such as Laura Bennett, FSA, who is CEO and
Rudy
Karsan, FSA, developed software to help

founder of Embrace Pet Insurance.

companies retain valued employees. Another
actuary, David Braun, FSA, manages $14 bil-
lion of funds for insurers.

Our profession does not yet have much prac-
tical experience outside of insurance and
pensions. But with more knowledge and expe-
rience in different industries, we could apply
our existing technical skills much more broad-
ly. 'm convinced that there are huge opportu-
nities here. What opportunities do you see for
our profession? I invite you to share your ideas
at membercomms@soa.org.

Mike McLaughlin, FSA, CERA, MAAA, FIA, is president

of the SOA.He can be contacted at mmclaughlin@soa.org.
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CERA

GOES GLOBAL

BY CHAUNDRA MCGILL

HISTORY WAS RECENTLY MADE in India. The SOA's Chartered
Enterprise Risk Analyst (CERA) credential was accepted globally, bring-
ing more prestige to those who have achieved a CERA designation.

n November 2009, 14 actuarial organiza-

tions from around the world converged

in Hyderabad, India, signing a global
treaty establishing the CERA credential as
the globally recognized enterprise risk man-
agement (ERM) credential. This is the first
time in any profession that multiple orga-
nizations have banded together to offer
their members and candidates a special-
ized credential. This is the second time the
Society of Actuaries has made history with
the CERA credential.

The first time was in 2007 when the SOA
launched the CERA credential, the Society’s

first new designation in 58 years. The SOA’s
vision for the credential was to broaden the
reach of the actuarial profession and pro-
vide the global marketplace with a preemi-
nent standard of ERM practice. “Our profes-
sion is relatively small, compared with, say,
accounting, or other professions that may
provide risk advisory services,” explained
Mike McLaughlin, FSA, CERA, president of
the SOA. “Although we are highly trained
and well recognized, we work mostly in the
insurance sector. As we grow in number,
we can reach outside the insurance sector,
expanding into broader financial services
and other industries.”

The signing of the global treaty is a major histori-
cal event for the actuarial profession. SOA lead-
ers collaborated with the likeminded leaders of
participating actuarial organizations

to broaden this vision. “This

move is a strong endorse-

the global

actuarial profession of

ment by

the need for an inter-
national ERM creden-
tial,” said McLaughlin.

“It sends a strong mes-
sage to employers and
candidates that the skill
set of actuaries provides

GERMANY
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significant insight and risk
management expertise,
especially in this time of

increased globalization.”

Globalization was indeed a
key impetus in the creation
of the CERA credential. The
landscape of risk management has
become more complex, primarily due to busi-
nesses expanding their operations beyond
the confines of one country or continent.
Internationally, actuaries identified the need
in the marketplace for ERM expertise based
upon the fundamentals of actuarial science.
The global financial crisis reinforced the need
for proper risk management to mitigate eco-
nomic catastrophes, only increasing the sense
of urgency. “The financial crisis has shown
us that we are truly working in one world,”
said Dave Ingram, FSA, CERA, senior vice
president at Willis Re, Inc. “What occurs in
one part of the world impacts the rest of the
world.” So what better way to accommodate
the increased globalization and need for ERM
best practices in the marketplace than the
actuarial profession responding in kind?

tion point in the evolution of the actuarial
profession. The participants of this treaty, as
stated in its preamble, “consider that develop-
ing and facilitating the international mobil-
ity of members of the actuarial profession
and the exchange of ideas, knowledge and
actuarial scientific experience will lead to a
more capable, robust and influential actuarial
profession.” This consideration demonstrates
the value of each participating organization’s
insight and contribution to the further develop-
ment of ERM knowledge and best practices,
propelling the actuarial profession as lead-
ers in the global ERM arena. Furthering this
commitment to ERM and the profession, the
participating actuarial organizations utilize the
four fundamental elements of a successful inte-
grated ERM framework: Strategy, Operations,
Reporting and Compliance.*

STRATEGY

In order for an organization’s ERM program to
thrive, it must encompass high-level goals that
align with its mission. The primary objectives
of the global treaty are to facilitate free move-
ment of actuaries internationally and increase
the influence of the actuarial profession in

THE GLOBAL TREATY IS MUCH MORE THAN 14
ACTUARIAL ORGANIZATIONS AGREEING ON
A COMMON SET OF STANDARDS. ...

The Global Enterprise Risk Management
Designation Recognition Treaty itself embod-
ies the crucial tenets of ERM: holism, integra-
tion and focus on the future. The global treaty
is much more than 14 actuarial organizations
agreeing on a common set of standards to
render a singular credential. It is an inflec-
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the sphere of ERM. This agenda is affirmed
by Francis Sabatini, CERA, the SOA repre-
sentative to the Global Steering Committee.
“The credential will be recognized globally,
which is very significant because it will allow
CERAs to continue practicing all around the
world, but with an increased recognition,”

said Sabatini. “One of the SOA’s objectives for
the CERA is to increase the number of creden-
tial holders. This will further motivate fellow
actuaries to obtain the credential.”

OPERATIONS

To ensure the effective and efficient use of
resources, a Treaty Board has been estab-
lished. Each of the participating actuarial
organizations will be represented by an
appointed member, who will serve a three-
year term. “The SOA will be actively par-
ticipating in establishing and maintaining the
governance of the new global credential,”
said Sabatini, who will serve as the SOA’s first
Treaty Board member. “All participating actu-
arial organizations involved in creating the
global credential were proponents of strong
governance around expansion of the creden-
tial. We will have an active role in maintain-
ing quality and managing the CERA brand.”

REPORTING/COMPLIANCE

A Review Panel has been established to
ensure a strong quality assurance program in
accordance with the global treaty to maintain
the value of the CERA credential. The initial
evaluation process, conducted by trained
external reviewers, will include review of
participating associations’ processes used in
qualifying candidates for the credential and
a thorough review of the learning objectives,
syllabus and learning materials on which
the award will be based. This initial process
will be followed by an annual review, which
will include testing processes, pass rates and
an assurance of quality process. To further
ensure the quality of the credential, an in-
depth review will be conducted every three
years. Each participating organization will
not only abide by the educational standard
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* FACULTY OF ACTUARIES
* INSTITUTE OF ACTUARIES

CANADA
¢ CANADIAN INSTITUTE OF ACTUARIES/
INSTITUT CANADIEN DES ACTUAIRES

MEXICO
¢ COLEGIO NACIONAL DE ACTUARIOS A.C.

UNITED STATES
e CASUALTY ACTUARIAL SOCIETY
* SOCIETY OF ACTUARIES

set forth by the global treaty, but the brand
strategy for the credential.

Upon the launch of the CERA credential,
the SOA established a brand strategy to
ensure that the credential is recognized as
the preeminent standard of ERM expertise.
The global treaty reinforces the importance
of an internationally consistent, yet locally
responsive brand approach by requiring
all participating actuarial organizations to
comply with the established brand guide-
lines. This branding effort will deliver a
clear, consistent message internationally,
but will also strengthen the credential’s
brand recognition in the North American
market as three additional actuarial orga-
nizations—Canadian Institute of Actuaries,
Casualty Actuarial Society, Colegio Nacional

SOUTH AFRICA
* ACTUARIAL SOCIETY OF SOUTH AFRICA

de Actuarios A.C. (Mexico)—will promote
the CERA credential brand.

“The SOA will benefit from a stronger brand
and increased intellectual capital,” said
McLaughlin. “We’ve already gained global
recognition for our pioneering role in creat-
ing the CERA credential. We are now also
learning from other actuarial organizations.
For example, as ERM learning objectives
evolve, over time we are likely to add con-
tent related to property and casualty risks to
our CERA syllabus. This will further enhance
our credential.”

The new global CERA credential not only
provides a platform for increased learning
among actuaries, but will help alter the view
of actuaries. “Actuaries will have a world-

ISRAEL
® [ISRAEL ASSOCIATION OF ACTUARIES

JAPAN
¢ INSTITUTE OF ACTUARIES OF JAPAN

* THE INSTITUTE OF ACTUARIES OF AUSTRALIA

wide perspective on enterprise risk manage-
ment and can be acknowledged as ERM
leaders around the world,” said Ingram. “This
will help actuaries to be viewed as one united
profession.”

Chaundra McGill is marketing and communications
project specialist—CERA for the SOA. She

can be reached at cmcgill@soa.org.

*The integrated enterprise risk
management framework ref-

erenced was issued by the

Committee of Sponsoring
Organizations of the Treadway
Commission (COSO) to help
businesses and other entities
assess and enhance their inter-

nal control systems.
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FUNDING/FINANCING
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4. OVERVIEW

BY MAC MCCARTHY AND MICHELLE RALEIGH

This article is the FIRST IN A FOUR-PART SERIES about what
actuaries see as ideal components of a health care reform package.

n interesting thing happened last

November at the Conference of

Consulting Actuaries’ (CCA) Annual
Meeting in Tucson, Ariz. A diverse group of
actuaries, approximately 40 in number and
mostly from the health care discipline, gath-
ered in a room for one hour and 15 minutes
to discuss health care reform. That, in and of
itself, would not be unusual given that prac-
tically everybody in the United States seems
to be engaged in the debate over what they
like, and dislike, about the various reform
proposals coming out of Washington.

What was different at this workshop, besides
the fact that the participants were uniquely
qualified to address health care issues, was
that the purpose was not to argue over the
merits of a particular bill' in the House or
Senate. Rather, the purpose was to allow
ideas to be shared about what actuaries see

FOOTNOTES:

' As of the date of the workshop, the House
of Representatives had just passed America’s
Affordable Health Choices Act, and Senate lead-
ership was still struggling to merge the HELP

committee bill and the Finance Committee bill.

as ideal components to be included in any
reform package. The participants were asked
to build a reform package from an actuarial
perspective, starting with a clean slate and
suggesting ideas for fixing what most agree is
a flawed system.

Of course, there was no way such a monu-
mental task could be confined to a mere 75
minutes, so we took notes and carried the
discussion over to the CCA’s Health Reform
Taskforce (HRT), which has been meeting
by conference call on a weekly basis. This

FEBRUARY/MARCH 2010

THE ACTUARY | 17



18 | THE AcTUARY

article will attempt to summarize, at a high
level, the meeting results; look for future
articles here in the next few issues of The
Actuary, providing more substantive detail
on health care reform suggestions from an
actuarial perspective. Where we state or
imply preferences or conclusions, please
note that these are the personal opinions of
the authors, not a consensus of the meeting
attendees, nor a position of the CCA, the SOA
or any other organization.

TUCSON HEALTH CARE REFORM
WORKSHOP

No vote was taken, but we believe there was
universal agreement that the U.S. health care
system is not delivering the value it should
for the price being paid, and that there is
significant potential for improvement. On
almost everything else, though, the ideas
covered a wide range of options and much
debate ensued.

The group quickly divided the issues into
three categories: Access to Care; Cost
Control/Efficiency; and Finance/Funding.
Subsequent articles (in future issues of The

Either way, a public plan could introduce
inefficiencies in the market that would lead to
unnecessary added costs, which will be paid
by the working public either through higher
taxes or higher premiums.

Possible ways to provide a public plan that
avoids these concerns include expansion of
the current Medicaid program or enhancing
(or emulating) the Veterans’ Administration
system to provide care to the uninsured
through a system of public hospitals and
community care clinics.

The concept of subsidies for low income
Americans to purchase private insurance
was discussed, but there was much concern
over the ability to adequately set premiums
and over unintended consequences of gov-
ernment requirements for plan design that
are usually associated with such proposals.

In addition, the group discussed the access
to care issues that exist now and are pro-
jected to get worse in certain provider sec-
tors, especially primary care physicians. This
shortage is contributing to the long existing

THE PERSPECTIVE AND
TOOLS TO MAKE A POSITIVE DIFFERENCE. ...

Actuary) will delve into each of these areas
separately; what follows here are preliminary
thoughts from the meeting in Tucson.

ACCESS TO CARE

Some actuaries felt that a public plan of some
sort is necessary to ensure humane care for
those not eligible for private coverage, unable
to afford it, or who have simply made poor
choices. Others expressed concern that a
public plan that competes with private plans
will lead to adverse selection, but it was not
clear which plan would get the bad risks.

FEBRUARY/MARCH 2010

issue of the public using the emergency
room for nonemergency reasons. The group
discussed the benefits of retail clinics and
urgent care centers and the need to have
after-hours access to such facilities.

One recommendation for dealing with this
was to initiate a system where the gov-
ernment stipulates, and funds, a standard
minimum package of benefits, to be pro-
vided by private carriers. Insurance carriers
would administer the benefits and be free to
enrich the standard package and to set their

final premium rates. Each individual would
select the plan best for him or her on the
basis of benefits, premium rates and pro-
vider network. This could operate much like
the current Medicare Advantage program.

COST CONTROL/EFFICIENCY

It was generally agreed that any reform
effort must include, as core elements, mea-
sures that have a reasonable expectation to
lower health care costs.

The opportunities for eliminating waste in
the system seem to be many and varied.
These include:

¢ Reducing medical errors, through initiation
of, and adherence to, data-backed clinical
guidelines;

Reduction in the number of unnecessary
and possibly harmful tests and procedures
through tort reform, coupled with elimina-
tion of perverse financial incentives in the
current payment system;

Greater efforts to weed out fraud and
abuse;

Changing the way providers are reim-
bursed so focus is placed on improving the
health of the patient;

Public health initiatives to address the
burgeoning incidence of obesity and
inactivity, and other societal/cultural
issues that contribute to health costs;

Greater transparency of provider prices
and, most especially, quality measures; and

Increasing personal responsibility for
unhealthy behavior and unnecessary use
of medical resources through plan design
and education.



Health information technology and elec-
tronic medical records were offered as keys
to provide the necessary data to develop,
monitor and refine the above initiatives.

Additionally, the group discussed how
increasing access to care by providing
insurance would reduce the number of
Americans that are uninsured and, therefore,
decrease the country’s uncompensated care.
This will reduce the need of the providers to
cost shift where traditionally the enrollees
who purchased private insurance pay more
to cover the provider expenses not covered
by those in public programs.

FUNDING/FINANCING

There was agreement on one other concept:
financial constraints dictate what we can and
cannot afford to do. Many in the room were
of the opinion that cost control initiatives
should be given first priority and only as sav-
ings from these are realized does expanded
access for the uninsured become economi-
cally feasible. Others felt that some expan-
sion should take place in the first phase, but
generally agreed that the government should
not require rich and unlimited benefits to
all individuals. Opinion was divided as to
whether priority should be given to a safety
net in the form of high deductible insurance
to protect families from bankruptcy, or to an
aggressive, preventive maintenance program
to head off avoidable illness.

Regardless of the priorities and scope of a
reform initiative, the group was realistic in
expecting that there would likely be signifi-
cant additional costs that must be funded
from outside the health care system. Taxing
health insurance, or certain health care
components, may support certain policy
objectives, but will result in increases in the
overall cost of health care, frustrating efforts
to lower it. There were advocates for taxing

unhealthy foods (for example: those with
high fat and sugar content or with low nutri-
tional value), which would promote health-
ier diets. While these may be appropriate
goals, such taxes are likely to be insufficient
and difficult to administer, not to mention
somewhat regressive with regard to income.
Some form of broad based tax option will
probably be necessary, either income/pay-
roll based, like Social Security, or a general
tax on goods or services.

CONCLUSION

Sometimes it seems that there are as many
actuarial opinions as there are actuaries
in the room. The session was successful
in that we were able to openly share ideas
and work through alternatives. Intelligent
discourse on difficult topics by knowledge-
able individuals is the key to finding solu-
tions that work and are sustainable. We are
sure that many were exposed to sides of
the issue that had not previously occurred
to them. Some opinions were altered if not
reversed; others felt vindicated that they are
not alone in their positions.

The next step is to use this new knowledge
or validation to become proactive in help-
ing legislators, businesses and health care
providers find ways to improve the health
status of our fellow Americans. Whatever
your position, actuaries have the perspec-
tive and tools to make a positive difference,
but we must speak out not only as a group,
but also as individuals. Bear in mind that
health care reform will not end if and when
Congress passes a bill—the health care
system is the best candidate for continuous
quality improvement that can be imagined.

Note once again that this article was written
from the authors’ perspectives. Others in
attendance may have perceived the discus-
sions differently. We invite those actuaries

to share those views with us so they can be
incorporated into the dialogue.

Future articles in this series will separately
address access, cost control and financ-
ing in greater detail, taking into account
HRT discussions and feedback from this
article. We encourage readers to share their
thoughts on these three major themes, or
other health care reform related ideas, and
we will attempt to incorporate them into the
upcoming articles in the next three issues
of The Actuary. Please send your comments
and suggestions to Sara Teppema, staff fel-
low for Health at the SOA at steppema@
soa.org.

L.J. (Mac) McCarthy, FSA, MAAA, FCA, is presi-
dent of McCarthy Actuarial Consulting, llc. He can be

reached at Mac@McCarthyActuarial.com.
Michelle Raleigh, ASA, MAAA, FCA, is managing

member of schramm.raleigh Health Strategy. She can

be reached at michelle.raleigh@schrammraleigh.com.
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AN INDUSTRY SPEECH FROM THE YEAR 2020

BY SHARON GIFFEN

HERE'S A LOOK at what one actuary thinks it is going to take
for a company to be successful in the year 2020.

t is with great pride that [ speak to you

about our fraternal benefit society,

The American Society for Sustainable
Living—or Sustain. Before [ answer the
question that is the impetus for this speech,
“How did we surpass our own expectations
for success over the past decade?” I need
to give you some background.

Sustain sells life insurance to support our
members’ families in times of great need;
in turn, the tax-free profits we generate
are dedicated to furthering our mission
of enhancing America’s desire and abil-
ity to lead lives that will nourish our
planet. Re-greening of the earth is a goal
we can all relate to today; Sustain spon-

sors activities, programs and education to
engage member families to change their
daily lives. Living a greener life has become
increasingly popular since the turn of the
century—people are willing to volunteer
and to pay more for goods and services that
support sustainable living.
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In the last 10 years, virtually every facet
of our business has changed—distribution
and administrative operations and, impor-
tantly, how we assess and manage risks to
better use our capital.

In 2010, we committed to truly align every
activity to our mission. Our market demo-
graphic is the Internet generation who trans-
act their personal business and social lives
online, and who want to contribute to
preserving our earth for future generations.
This is the middle-income market—ordi-
nary people with straightforward insurance
needs. With a low average face amount and
premium and a limited product line includ-
ing term and whole life insurance, we had
to become a low-cost provider to survive.

Armed with that vision, we retooled our
new business and administrative processes
to automate everything possible. In 2011,
we introduced electronic applications—the
application is completed online during the
sales call. We used tele-underwriting during
the application process along with electron-
ic underwriting tools. With that, we achieved
about 50 percent of issues requiring no
further intervention. In 2013, we introduced

FEBRUARY/MARCH 2010

artificial intelligence (Al) into the process,

reducing to 5 percent the applications that
cannot be processed automatically. For
those cases, the judgment of a skilled under-
writer is needed; we buy that expertise
from a service provider on a variable cost
basis. In 2015, we eliminated the need for
a sales intermediary—applicants can com-
plete forms themselves and now 75 percent
of applications are submitted directly. With
realtime processes, once the application
is complete and pre-authorized deductions
from their bank account are set, clear cases
are issued electronically. Formal contracting
is complete upon receipt of their biometric
signature using the retinal scan software
that has become standard for online identi-
fication. Compliance monitoring is easy; Al
won’t misbehave, and electronic records are
complete. Misrepresentation is reduced, as
Al is persistent to ensure consistency of elec-
tronic health data and answers to questions.
Post-issue service is almost exclusively self-
service, online in real time—but there are
exception cases. In addition, we have legacy
business, administered on an old system,
requiring some service staff. We built some
automation to front the old system, and will
let it run-off there.

To achieve all this, we have invested sig-
nificantly in technology and Al. Looking for
early payback, we found that in-sourcing
allowed us to increase volume quickly.
Today, we are one of the leading indus-
try providers of the electronic application-
through-issue process. Our partner compa-
nies are typically small. We can charge a
variable cost above our marginal cost, but
still below industry average. Our partners
retain in-person services, keeping control of
live customer interaction.

Distribution has evolved in concert with
our processes. Only a decade ago, we
were in the independent agent market,
competing with other providers for market
share. Our mission was interesting to them,
but not sufficiently compelling to sell at a
higher price or to reduce their commission
demands. We were incurring high market-
ing costs including the travel necessary
to attract distributors. This was not well-
aligned with our mission and is no longer
a source of sales.

A small group of brokers embraced our
mission and became dedicated to us. These
personal producing general agents (PPGAs)
sell to and service our customers who want
the personal touch, generally delivered by
voice or video, and they assist in their local
communities to deliver the Sustain pro-
grams. For this, we are happy to pay their
commission expectations.

Early on, we experimented with social
networks, such as Facebook. These ave-
nues provided some success at raising
awareness—people were drawn to our
mission—but few sales resulted. That
changed in 2015 with the commercial-
ization of Second Life, the virtual online
world that was introduced as a social
network in 2003.



We established a presence in the Sustainable
Living Pavilion in Second Life. We had an
overwhelming number of visitors, and we
were able to sign many up as non-insurance
members. We then expanded our presence
so visitors to the pavilion also knew that
we sell insurance, and that buying from us
would support the cause. Our online pro-
cesses were well-aligned with these folks—
it is their preferred way to do business. Even
so, early on, we stumbled. Each avatar in
the Pavilion was a staff member—Iike other
avenues of sales, we couldn’t scale to meet
demand. When Al was expanded to include
the sales process in 2018, we reached near
unlimited scalability for new business.

Now, there is more to running a profit-
able organization than highly cost-effective
administration and distribution. The advent
of a principle-based approach for reserves
and capital and International Financial
Reporting Standards in the early part of
the decade caused us to review our report-
ing methodologies, too. Importantly, we
wanted and needed to have a better way
to model and assess risk that could also be
used in everyday business decisions.

In 2010, we retained a consultant to build a
data store to feed a comprehensive model
of our business. From there we layered busi-
ness intelligence that is executive friendly,
allowing executives to examine any dimen-
sion of the business, resulting in broad and
deep understanding of the cost structure
and profitability of each product.

The projection model is built for stochastic-
on-stochastic projections. These give us
reserves and capital under the principle-
based approach. Rapidly, we recognized
the need to develop in-house expertise in
running the model. Now our risk manag-
ers run comprehensive sets of stochastic

scenarios, providing a very rich data store.
Sampling became necessary to get results
at a level of detail that is useful. Now Al
controls sampling to access those runs and
can provide quick estimates, with appropri-
ate ranges of outcomes based on the results
of the larger body of data. This is accessible
for timely operational decision making. We
focus our risk analysis on the tails, both in
economic conditions and in the behavior
of our insureds. We no longer discard any
economic outcome as tail-risk—anything
is possible!

| should comment briefly on some other
aspects of our business. We have made a
practice of outsourcing to experts any func-
tion that requires specialized skills in lim-
ited quantities. We cannot afford to attract

ing. The income from in-sourcing activities
funds ongoing technology research, as we
strive to cost-effectively keep up with the
interaction preferences of our members.
Our investment in risk modeling has paid
for itself many times over, as we have
strictly managed within a fairly narrow risk
appetite and avoided some of the losses
experienced in the industry due to chang-
ing customer behavior in volatile economic
times that are the new normal. Lastly, we
enjoy tremendous loyalty from our custom-
ers—they want to see us succeed, because
that means their beneficiaries, their chil-
dren, will inherit a better planet along with
their insurance proceeds.

To wrap up, | want to comment on our most
pressing issues. First, how do we keep satisfy-

WHEN Al WAS EXPANDED TO INCLUDE THE
SALES PROCESS IN 2018, WE REACHED NEAR
UNLIMITED SCALABILITY FOR NEW BUSINESS.

and retain these professionals and pro-
vide the back-up necessary to reduce our
dependence upon a handful of individuals.
As mentioned, underwriting is one such
skill. Additionally, we’ve retained an invest-
ment firm to handle our assets—we provide
modeled cash flows and duration targets,
and monitor performance to agreed-upon
benchmarks. Internal audit, payroll and
human resources are other examples of
outsourced activities.

So, ladies and gentlemen, that is how we
exceeded our own expectations of suc-
cess—we aligned the right mission and
investment with the right technology for
the time. Because of this we have seen
phenomenal sales growth, with unit costs of
both acquisition and maintenance shrink-

ing our customers’ needs for future financial
products? Clearly, our product line needs to
expand. We will do that in a controlled man-
ner, with analysis of the risks and opportuni-
ties available. Second, how do we expand
beyond our geographic borders, to allow
global growth of the insurance business? The
virtual world is a rich source of global inter-
est in membership, but we can only sell and
service within the geographic boundaries of
the United States. Will we ever see a global
standard of regulation for insurance? Are
International Financial Reporting Standards
the first step? We live in hope! I

Sharon Giffen, FSA, FCIA, MAAA, is senior vice
president and chief financial officer at Foresters in
Toronto, Canada. She can be contacted at sgiffen@

foresters.com.
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Here's an explanation of how to weigh your PROFESSIONAL
DEVELOPMENT options so you can best shape your career.

When it comes to your professional develop-
ment, each year you might attend a meeting
or two, participate in webcasts and take ad-
vantage of employer-sponsored training.

But have you really thought about how your
professional development choices affect
your career?

You've heard it before—your education
does not conclude when you receive your
credential. Professional development is
truly a continuum of education that helps
you acquire new skills and stay on top of
the latest developments and techniques in

your field.

This is where the SOA Competency Frame-
work comes in.

You've (hopefully) read about the Compe-
tency Framework in previous issues of The
Actuary.

WAIT ... WHAT IS THE COMPETENCY
FRAMEWORK?

Here’s a brief refresher. The SOA Competen-
cy Framework was developed by actuaries
for actuaries. It began with the statement:

“Looking three to five years into the fu-
ture, to be valued for their professional-
ism, technical expertise and business
acumen, actuaries must have or develop
skills that include ...”

Using a systematic process, the responses to that
statement (3,100 actuaries were polled) were
organized by theme, then evaluated for impor-
tance and performance related to the perceived
competence level of practicing actuaries.

The result of the process is the Competency
Framework, which consists of eight compe-
tencies (knowledge, skills and abilities) re-
quired for the actuaries of today and tomor-
row. Those competencies are:

e Communication

e Professional Values

e External Forces and Industry
Knowledge

® [eadership

® Relationship Management and
Interpersonal Collaboration

e Technical Skills and Analytical
Problem Solving

e Strategic Insight and Integration

e Results-Oriented Solutions

Note: For more information on how these
competencies were identified, refer to the ar-
ticle entitled, “Road to Success” in the June/
July 2009 issue of The Actuary.

The article reported that among the pro-
fession in general, there are essentially no
performance gaps in the areas of Technical
Skills and Analytical Problem Solving, and
Professional Values. In other words, actuaries
exhibit tremendous competence in the core
technical skills needed to perform their jobs.

On the other hand, performance gaps were
identified in the areas of Communication,
Relationship Management and Interpersonal
Collaboration, Strategic Insight and Integra-
tion, Leadership, and Results-Oriented So-
lutions—skills considered essential for risk

management professionals.

These findings were reinforced by employers.

The SOA recently conducted research
among employers to better understand the
competencies and capabilities required of

risk management professionals.

The executives interviewed said strong com-
munication skills, business experience, and
diversity and breadth were as important as
having technical and quantitative skills.

“Essentially, all of the competencies are op-
portunity makers or door openers for success,”
says R. Dale Hall, FSA, CERA, MAAA, vice presi-
dent and chief actuary at COUNTRY Financial.
He adds that using a competency framework
to guide your career creates balance by allow-
ing one to couple actuarial skills with the other
competencies needed for success.

To put the Competency Framework into ac-
tion, the SOA has taken a twofold approach:

¢ Providing a basis for the SOA to develop
and deliver a comprehensive professional
development program for its members, and

e Providing a structure for an individual’s
professional lifelong learning.

COMPREHENSIVE PD FOR MEMBERS
The Competency Framework is now the
blueprint for all of the SOA’s professional de-
velopment efforts.

This includes developing and reorganizing
the SOA’s 2010 professional development
programs to cover the range of competen-
cies, beginning with the new Life and Annu-
ity Symposium this May.

The Life and Annuity Symposium was cre-
ated in response to the professional develop-
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ment needs of members. By combining the
Life Spring Meeting and the Product Devel-
opment Symposium, the SOA is now able to
offer two full days of offerings to include ex-
tended sessions, in-depth coverage of impor-
tant topics, more networking opportunities
and an optional third day of seminars.

garet Resce Milkint, managing partner at
The Jacobson Group.

Skills like communications and relationship
management are important competencies in
any position. Milkint adds that with many of
the competencies, proficiency can’t be con-

SKILLS LIKE COMMUNICATIONS AND RELA-
TIONSHIP MANAGEMENT ARE IMPORTANT
COMPETENCIES IN ANY POSITION.

The new Life and Annuity Symposium—and
all future meetings—will offer a greater selec-
tion of programs and areas of skill develop-
ment. In addition, members will be able to
easily identify sessions and the competen-
cies to which they pertain.

However, the Competency Framework
doesn’t just apply to meetings—the SOA is
integrating its principles into all curricula, in-
cluding all meetings, webcasts and e-courses.

Of course, the SOA can’t (and shouldn’t)
be the source of all professional develop-
ment needs. Opportunities for professional
development are everywhere—and they
aren’t necessarily in a traditional class-
room or session format.

It can be as simple as reading and taking
notes on a few one-page articles, or as com-
plex as a weeklong executive development
program. Or, as Hall says, “It’s about finding
ways to get yourself around the people who
exhibit the skills you need, and learning
from them.”

STRUCTURE FOR LIFELONG LEARNING
“My mantra to all job candidates is that
you need to be the CEO of you, and take a
proactive stance in your career,” says Mar-
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veyed through a resume, but when it comes
time for the interview or advancement, those
skills will set you apart from the rest.

How do I identify my own strengths and gaps?
Of course, strengths and gaps vary from per-
son to person. The Competency Framework
is designed to help individuals determine
where their own gaps are and then formulate
a plan to fill those gaps.

In early 2010 an online self-assessment tool
will be available which will allow you to rank
your proficiency among a series of skills.

Once you determine where your own
strengths and gaps lie, you will then be able
to create a professional development plan
designed to enhance your skills in specific
competency areas.

Companies from McDonald’s to 3M to Allstate
and COUNTRY Financial have competency
frameworks in place to ensure growth and de-
velop talent. Steve Marco, ASA, CERA, MAAA,
vice president and managing actuary at Gen-
worth Financial, is in the process of developing
a competency framework at Genworth. He adds
that not only is it important to get to learn new
skills, but often the benefit is in the follow-up and
reinforcement rather than in the learning itself.

CONCLUSION

The process of building the Competency
Framework identified that professional de-
velopment is about much more than staying
current on the latest models and regulations.

Competency for today’s risk professional is
about a complete package of skills that in-
cludes qualitative skills and, just as impor-
tantly, business skills such as leadership,
communication, strategic insight and analyti-
cal thinking—all are necessary to create and
implement results-oriented solutions.

After all, as Marco says, the business world is
changing. “It's not like the old days. Future

growth is not assured once you get your FSA.”

Glenda Maki is a senior communications associate at the

SOA.She can be contacted at gmaki@soa.org.

For more information on the SOA’s
Competency Framework and profes-
sional development opportunities, visit
www.soa.org/professional-development/
competency-framework.



The SOA At Work

SOA RESEARCH

THIS MONTH'S SOA at Work column describes several important
developments at the SOA. First, we've completed an important re-
port on lessons learned from the financial crisis and, more impor-
tantly, worked with the American Academy of Actuaries to ensure
these finding were shared with Congressional staff working on this
issue.There is certainly much more the profession can do in this re-
gard, but this is an example of bringing actuarial expertise to bear
on an important societal issue through research. As we begin 2010,
we anticipate focusing additional research attention on such major
social issues, as well as on finding ways to better communicate re-
search findings to those who can best use them.

We also describe the success of this year’s introduction of virtual
sessions at several SOA meetings and our plans to offer more such
sessions in 2010. As an aside, this is only one of a number of im-
provements the SOA is looking to offer in its professional devel-
opment activities in 2010. Recognizing the critical importance of
giving members access to high quality professional development
opportunities, as well as the ongoing expense pressure our mem-
bers and their employers face,the SOA is planning an expanded list
of webcasts, many featuring anticipated new research results. We're
also forming the new Professional Development Committee which
is charged by the Board of Directors with overseeing a range of
new developments in the SOAs PD offerings. Expect to see a num-
ber of new efforts in this area beginning in 2010.

Finally,we describe our project to combine the Life Spring Meet-
ing and Product Development Symposium. This is another spe-
cific example of new thinking we’re applying to our professional
development opportunities. We have high hopes for the rede-
signed meeting and for all our new professional development
activities in 2010.

— SOA Executive Director Greg Heidrich

SOA ROLLS OUT NEW LIFE AND ANNUITY SYMPOSIUM

Moving in a new direction,
the SOA has taken the best of
two meetings—the Product
Development Symposium and
the Life Spring Meeting—and
combined them to create an
This
new symposium features two

event of greater value.

full days of offerings, extended
session lengths, in-depth cover-
age of important topics, more
networking opportunities and
an optional third day with sem-
inars. Get full details and regis-
ter at www.soa.org. Just click

on event calendar.

2009 VIRTUAL SESSIONS’ SUCCESS MEANS MORE 2010

VIRTUAL SESSIONS

With the great success of the
virtual sessions offered for
the 2009 Valuation Actuary
Symposium and the SOA 09
Annual Meeting & Exhibit,
the SOA has decided to hold
virtual sessions for its large
2010 meetings as well. While
nothing compares to attend-
ing a meeting in person, if you
can’t make it to any of the big-
gies—Life and Annuity Sym-
posium, SOA ‘10 Health Meet-
ing,Valuation Symposium and
SOA ‘10 Annual Meeting &
Exhibit—all is not lost. Plans
are currently in the works to
stream live several sessions
from each of these valuable
events, so you can earn CPD

credit while learning right at
your computer.

The SOA kicked off its first
virtual sessions from the 2009
Valuation Actuary Symposium
and followed with four ses-
sions from the SOA 09 Annual
Meeting & Exhibit, selecting
topics believed to be of high
interest to members. Regis-
tration was offered at tiered
levels, with pricing based on
the number of viewers per
site. More than 2,000 viewers
watched from hundreds of
sites.To check out our upcom-
ing virtual sessions and to
register, visit www.soa.org and

click on event calendar.
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FINDINGS FROM SOA REPORT ON FINANCIAL CRISIS SHARED AT

CONGRESSIONAL STAFF BRIEFING

Taking findings into consideration from an
SOA- and Joint Risk Management Section-
sponsored report on the financial crisis,
the American Academy of Actuaries at a
recent Congressional Staff Briefing recom-
mended regulatory improvements to help
guard against future crises.

The report, “Financial Crisis and the Les-
sons Learned for Insurers; highlighted
implications of the financial crisis on the
insurance industry and recommended
ERM strategies on which financial firms
and insurers should focus.Those strategies

included key ideas such as:

e creating a strong risk management
culture starting at the top,

® using risk management to prevent
crises rather than manage them,and

® keeping in mind that the financial sys-
tem is interconnected, so businesses
need to look at what others are doing
in the industry, not just their own risks
and processes.

View the entire report at wwuw.soa.org.
Click on research, research projects and
finance. B

THE ACTUARIAL PROFESSION IN THE NEWS

CNN.com Article Lists Actuary as

Top Paying Job Actuaries came in no.

6 in top moneymaking jobs in America.

SmartMoney.com Quotes FSAs The
site interviewed Noel Abkemeier and
Scott Witt for an article on annuities.

Life and Health Advisor Cites Find-
ings from Joint Survey The piece re-
caps results from the SOA, LIMRA, InFRE
survey on retirees and savings.

ECommerce Journal Cites Informa-
tion from the SOA An article on life in-
surance costs mentioned the cost of pre-
miums for whole life vs.term insurance.

Interview with SOA President Ap-
pears in U.K Actuarial Publication
The Actuary featured a Q&A with Mike
McLaughlin on his career and the pro-
fession.

National Underwriter Quotes FSA
The publication featured an article
based on Emily Kessler's presentation

to ERISA Advisory Council, on the U.S.

financial system and retirees.

To view all of these articles, visit
www.imageoftheactuary.org and click

on Actuaries in the News. I

SOA EDUCATIONAL
OPPORTUNITIES

REFOCUS
Feb 28-March 3
Las Vegas, NV

INVESTMENT SYMPOSIUM
March 22-23
New York, NY

RETIREMENT INDUSTRY CONFERENCE

April 11-13
Washington, D.C.

ERM SYMPOSIUM
April 12-14
Chicago, IL

THE LIFE INSURANCE CONFERENCE
April 13-15
Washington, D.C.

LIFE AND ANNUITY SYMPOSIUM
May 17-18
Tampa, FL

LIFE AND ANNUITY SEMINARS
May 19

Tampa, FL

View all Professional Development

opportunities by visiting www.soa.org

and clicking on event calendar.

Annual “"Jobs Rated Report” Names Actuary No. 1

Actuary was the top-ranked job of 200 in the United States.
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ENTERPRISE RISK MANAGEMENT

Symposium

Where Cutting Edge Theory Meets
State of the Art Practice

2010 ERM Symposium
April 12-14, 2010

Sheraton Chicago Hotel & Towers
Chicago, IL

Visit
WWW.ERMSYMPOSIUM.ORG

to learn more about this global conference.




Actuary

March 22 - 23, 2010
Marriott New York Marquis
New York, NY

Investment
SYMPOSIUM

Cautiously Following the Recovery Road Sign

©  THREE RETURNING TRACKS: Asset Classes, Finance and Investment Risk
Management and Investment Strategy

TWO FULL DAYS of unlimited networking opportunities, hot topics and knowledgeable
speakers

ONE PROGRAM committed to investment professionals moving into the next decade

Visit www.investmentsymposium.org to learn more.

Printed in the USA
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