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1. The Actuarial Profession 
in Singapore 
The Singapore Actuarial Society has 55 
members of whom 12 are Fellows of the 
Faculty, Institute or Society. The great majority 
of fellows are employed in the life insurance 
industry as the following table shows: 

Activity Number of 
Fellows 

Insurance Supervision 
Life Insurance 
Consultancv 

One of the consulting actuaries has his own 
practice while the other is employed by a large 
international firm. 

2. The Economy 
After two decades of sustained and significant 
economic growth, the Singa ore econom went 
into recession in 1985 antcontracted 1.5 
percent. While external factors certainly p i y e d  
a art, there can be no doubt that a major cause 
o?the problem is that productivity growth has 
not kept pace with wage increases, thus leadin 
to a squeeze on rofits retrenchment and lacf 
of business ConKdence. The government has 
however taken several urgent measures to put 
the economy back on a growth path including a 
reduction in the corporate and top marginal 
individual tax rates to 33 percent and a 
reduction in the employer's contribution to the 
compulsory rctiremoni savings sr:henle, the 
Central Provident Fund, to 10 percmt of wages. 

3. The Central Provident Fund and 
Retirement Benefits 

pay. However, much of the CPF is used to 
finance housing. Employees may borrow not 
only their accumulated balance as a deposit for 
housing but also use future employer and 
employee contributions for loan .repayments. 
They may also use the CPF to acqulre more than 
one property. 
Part of the CPF contribution is set aside to meet 
medical expenses both while working and after 
retirement (Medisave). The intention is that 
this will provide a convenient means of 
meeting medical costs and will also prevent old 
geople from becoming a burden on the State 

ea th services. 
Following the recent reduction of the total 
monthly CPF contribution from 50 percent to 
35 percent, the Medisave contribution has been 
proportionately reduced from 6 percent to 4.2 
percent. Other changes that have been 
introduced over the past twelve months 
include the introduction of a ceilin of 
S$15.0001- to the Medisave account, a%ove 
which further contributions are diverted to the 
main account, and the requirement for retired 
persons to retain a minimum balance of 
S$10,000/- in their Medisave account to 
provide for post retirement medical costs. 
There are about 20 long-standing approved 
company retirement plans but no more will be . 
approved. The authorities are aware of the 
implications of paying out large CPF lump 
sums to retiring employees. Although the sums 
will have been reduced by withdrawals for 
house (or apartment) purchase, they will still be 
substantial. One proposal is to defer payment to 
age 60 or 65, but this met with resistance. 
Another proposal, which also received an 
unfavoura le ieaction, is to annuitize the 
retirement benefit 
The CPF board a ain raised the possibility a 
few months ago tEat the Fund would provide 
comoulsorv life assurance for all account 

The CPF was originally instituted over 30 years holders. ~ L i s  proposal met very stiff resistance 
ago to provide lump sum benefits upon from the life insurance industry and seems 
retirement at aae 55. Since then, the scope of likelv to be shelved once again. 
the scheme has-been widened and a member's 
funds may now also be used for the purchase of 
certain ap roved securities and to finance 
house purcEase. 
Up to very recently, CPF contributors had seen 
rates of contribution climbin inexorably 
upwards, so much so that immeiiately before 
the recent reduction in emplo ers' 
contributions, both employee and empiyer  
were contributing 25 percent on wages up to 
S$6,0001-per month (US$1.00 = S$2.20). 
Current contributions are therefore 25 percent 
from the employee and 10 percent from the 
employer, subject to the same ceiling. 
Until recently the rate of interest credited to 
accounts was fixed at 6.5 percent per annum, 
but a recent decision was taken to nee. the rate 

- 
Much liberalisation has recently taken place in 
the use of CPF funds. Account holders may 
now divert a portion of their funds to 
investment in trustee stocks quoted on the local 
exchange and also may invest directly in gold. 
The recent reduction in the employer CPF 
contribution rate has placed a large question 
mark over the future of the COWEC scheme; 
indeed a few arrangements have already been 
wound up. 
It is likely that the CPF benefit will be 
annuitized in whole or in part at some stage. 
Otherwise, the cash flow position could 
become a roblem, particularly as substantial 
CPF funds Rave been invested in non-realizable 
assets. 

of interest to the average short termdeposit rate 
granted by the four major local banks. This 4. Occupational Retirement Schemes 
measure is to be phased in gradually but has Given the historically high rates of CPF 
already resulted in a reduction in the rate of contribution it is not sur rising that there are 
interest to 5.75 percent. verv few occu~at ionar  retirement plans 
Contributions at the current level will still alt60ugh some plans, generally unfunded, can 
~ r o d u c e  large sums at retirement in relation to be found. 



5. Life Insurance 
The Singapore life insurance industry is 
characterised by high new business growth 
rates and high lapse rates. There are ten 
companies actively writin new business in 
Singapore, seven of wtich are locally 
incorporated, the remainder being foreign 
companies. There is one professional life 
reinsurer that is established in Singapore. 
Traditional whole life, endowment and term 
policies still predominate in the local market 
with little demand bein shown for the more 
investment focused unit h k e d  or universal life 
type policies now available in the West. 
A quirk of the taxation system is that a 
multinational life insurer is taxed on 
worldwide investment income in the 

roportion that its Sin apore premium income 
gears to its worldwife premium income. A 
relatively low- ielding Singapore life fund can 
therefore bear &proportionately high tax. 
Minimum actuarial bases are rescribed for the 
valuation of life insurance poEcies. The British 

A24129 Ultimate table at 4 percent is specified 
with an expense allowance of either a 3 percent 
Zilmer or full reliminary term, whichever 
r d u c e s  the higRer reserves. Other bases may 

e used but they must be such as to produce 
reserves which are, in the aggregate, not less 
than those given by the minimum basis. 
Minimum surrender values are also prescribed 
being respectively 95 percent and 80 percent of 
the valuation reserves for whole life and 
endowment policies. 
Under the Insurance Act, life insurers are 
required to invest not less than 20 percent of 
their assets in government securities and a total 
of at least 75 percent in "approved" assets. 

6. Expatriates 
Expatriates in Singapore normally have to join 
the CPF unless they can claim exemption on 
the grounds that they belong to an existing 
retirement plan elsewhere. Exemptions are 
normally available, i f  requested. 


