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Summary
In this paper I have sought to examine the expanding role of the Actuary in the new financial
markets, in particular with the opportunities that are presented by increased integration with
Europe. I have coined the term “Financial Actuary” to define the diversification of actuarial
interests away from predominantly insurance based disciplines. Additionally, this Paper
examines the technology available to assist in marketing and administration.

Résumé
L’Actuaire Financier

et le Consommateur

Européen

Dans cet article, j’ai cherché a examiner le rôle croissant de l’Actuaire dans les nouveaux
marchés financiers, en particulier en vue des opportunités présentées par l’intégration accrue
avec l’Europe. J’ai inventé le terme “Actuaire Financier” pour définir la diversification des
intérêts actuariels à l’écart des disciplines principalement basées sur les assurances. De plus,
cet article examine la technologie disponible pour assister le marketing et l’administration.
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THE CHANGING ROLE OF THE ACTUARY
As Hans Buhlmann referred to in the Editorial section of the ASTIN Bulletin of
November 1987,a new type of actuary is emerging, a professional who is using his or her
skills for investment and banking applications within and outside of the insurance
industry. With characteristic originality, he adapted contemporary science fiction
terminology to describe this current generation of professionals.
“At the moment, we are witnessing a new development,which I would call the emergence
of the Actuary of the Third Kind. By this I mean a new group of mathematical experts
who unfold their skills on the investment side of insurance or banking. Of course,
actuaries have alwayscontributed by applying their methods to investment activities - the
Anglo-Saxons probably more than we Continentals - but if we ask ourselves how we
typically tackle real life investment problems, we must confess that the scientific method
boils, in most cases, down to straightforwardcompound interest calculations.”
In this brief but highly interesting article, Professor Buhlmann continues by stressing that
with the unbalanced and dependent nature of investment risks, which no mathematical
law can automatically balance, the Actuary of the Third Kind must deal with new
artificial tools especially created for this purpose, namely options, futures etc. He also
calls for the actuarial profession to be an “interactive forum of all professionals applying
quantitative methods to financial and insurance risks of any kind.”
The “Financial Actuary” is a term I am using to denote another extension of the role that
we, as Actuaries, should be playing in today’s complex financial markets, particularly in
recognising a more direct responsibility towards the consumer. M.G. Kendall, Professor of
Statistics at the University of London, highlighted the statistician’s diversity of roles at
the Alfred Watson Memorial Lecture he delivered on 27th February 1956, which has
relevance to today’sincreasingly sophisticatedactuarial environment.
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“The true place of the statistician in business lies, I think, between the extremes. He is not
a hack whose duty is to devil for more enlightened minds; neither is he an adept of some
mysterious cult which gives him keys to all the problems which confront the business
man. To use a statistical concept, I would say that the statistician has no single place in
business, but a distribution of places.”
The name “actuary”is derived from the Latin “actuarius”denoting the clerk who recorded
the proceedings of the senate, court or similar body, as defined in the 1970 edition of the
Encyclopaedia Britannica. M.E. Ogborn F.I.A., noted in the Journal of the Institute of
Actuaries in 1956 that this definition was supported by four examples from 1553, 1658,
1667 and 1717, and that the Court of Arches had an official called an Actuary (now the
Registrar) whose duty was to attend the Court and to set down the judges’ decrees. He
also mentioned the summary of duties as set out in the deed of settlement of the Society
for Equitable Assurances on Lives and Survivorships, founded in 1762, which showed
what founder Edward Rowe Mores expectedof his actuaries.
“The Actuary
1.

shall give constant attendance at the House or Office of the Society on each day
(Sundays only excepted) to receive proposals and execute other business.

2.

shall, in a fair and clerk-like hand, method and manner, write and keep all the
books of the Society

3.

shall regularly enter every day, into a Journal to be kept for that purpose, all
applications for membership and all such sums of money as shall be received or
paid by or for the use of the Society and of every other occurrence which shall
fall out and come first to his knowledge,relating to the affairs and business of the
Society.

4.

shall enter up the minutes of the proceedingsand orders of the Court of Directors,
and of the General Courts or Meetings of the Society.”

53

The 1970-1971Year Book of the Institute traces the extended scope that the British
actuarial profession had so far achieved in the 20th century. Seeing the actuary as
basically a type of applied statistician or demographer, the article notes that they were
among the first to devise scientific methods of assembling, processing and analysing
statistics and applying them to practical purposes.
“Their techniques for computing the “exposedto risk” pioneered a statistical method which
has been adopted in many other fields. The preparation of long-term forecasts of the size
of a population in association with compound interest is of importance in planning
activities of various kinds, many of which depend on such projections. Actuaries
invented, and use for practical purposes, select mortality rates (the ’age-specific and
duration-specific mortality rates’ of the latter-day demographers), and generation (or
’cohort’) analysis of mortality and fertility has been practised by the profession for well
over a generation. In World War I, the capacity of actuaries to undertake wider statistical
responsibilities was demonstrated when Sir Alfred Watson, then Government Actuary, and
W.P. (later Sir William) Elderton were statistical advisers to the Ministry of Shipping. In
World War II, actuaries again played similar roles, not only in several Departments of
State, but also in the fighting services,where they were prominent in the growing activity
of Operational Research. Between the wars, it was increasingly realised that actuaries
could help to solve the managerial problems of industry and commerce, especially in their
financial and statistical aspects.”
Actuarial science has developed from the concept that the experience of the past could be
utilised to measure the chances of the future. Most actuaries, like Edward Rowe Mores,
have involved themselves in the field of insurance, and have evolved into the scientists
within the structure of the insurance industry. The actuary thus plays a major role in the
development of new forms of insurance coverage and establishment of investment policy.
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profiles
ofdifferent
securities
orofdifferent
portfolios
of
securities”
and “thepractical
management
of an insurance
company using a utility
concept,
orsomething
equivalent,
toformalise
theconsistency
requirements
that
underlie
various
subjective
judgements.”
One canforsee
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hisadvice
tothecircumstances
and have a good appreciation
of
when cautious
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should
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in embryorather
thanthefinished
product.
Continuing
professional
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I believe
that
actuarial
principles
andethics
havean important
part
toplay
intoday’s
financial
environment.
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in which, as I have stated,

the

CONCLUSION
The object of this Paper has been to examine the opportunities for the actuarial discipline
to be utilised in the creation of new integrated financial products for the new and broader
market dimension offered by Europe. It has also been to highlight the fact that computer
software technology developments offer the actuary effective tools over the full scope of
professional activities.
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