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WELCOME FROM THE EDITOR
Gerd Warnke (Germany)

Dear IACA member:

In this IACA newsletter #4, you will find some interesting information about what is going on in the world 
of consulting actuaries. There are some hints to upcoming events that you may wish to join. We have added 
a link which allows you to conveniently access more detailed information to each event. You can also go 
here to get an overview of what else is going on.

Rade Musulin witnessed ACCA’s first Executive Committee Meeting which took place in Bangkok in November 
2015. Doug Carey gives his impressions from the recent IAA meeting in Vancouver and the Conference of 
Consulting Actuaries’ annual meeting held in Bonita Springs, FL 25 - 28 October 2015. Finally, Kudzai Chigiji 
reports from the 42nd annual convention the Actuarial Society of South Africa (ASSA) held in Johannesburg 
from the 16th to the 18th of November 2015.

The joint colloquium that IACA holds together with IAAHS, PBSS, and IPEBLA in St. John’s draws nearer. 
Adam Reese gives his account of the current status. It is going to be a very interesting event and I am 
looking forward to meeting you there - as well as a lot of other IACA members.

Ignacio Maricich offers us insight into the world of cooperatives, a significant and often overlooked part of 
the global economy. Ignacio offers ideas on how actuaries can offer services to the sector.

There is a new section in this newsletter, where the “anonymous actuary” has his say. You may find this 
article opinionated, provocative, and unorthodox. This is exactly what it is intended to be. Though the 
author’s views are definitely not representative, I found it enjoyable to read - and there are some quite 
interesting angles to it. I hope that you share this enjoyment. The “anonymous actuary” is going to be a 
regular feature of this newsletter.

Michael Bayard Smith, who was IAA’s delegate to the IACA committee until the end of 2015, gives an account 
of his experience as member of the Professional Team advising the Florida Commission on Hurricane Loss 
Projection Methodology.

Prior to the 2015 elections in the UK, where pensions and particularly pension taxation became a key 
issue, the ACA decided to enhance the quality of the public debate by publishing a thought paper on the 
challenges presented by the current pension taxation. David Fairs writes about the situation, explains ACA’s 
motives and decision and describes ACA’s position and role after the elections. 

Rade Musulin takes us to new areas for actuarial activities when he describes the rising importance of 
economic transformation from oil to sustainable energy, driven by the climate change and its consequences.

Last but not least Tawanda Chituku gives a very intense and gripping report of the impact of hyperinflation 
in Zimbabwe both on everyday life and especially on Zimbabwe’s insurance industry which – according to 
Tawanda – was “killed” by this crisis.
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So this newsletter is again rich in variety. If you enjoyed reading it, please let us know. If you did not, please 
tell us, too. Your feedback will help us to shape the newsletter to the needs and interests of its readers. To 
be able to issue a newsletter at least twice a year, we need and are looking for consulting actuaries willing 
to contribute. So if you happen to know of any papers, interesting news, or articles suitable for publication 
in the next newsletter, please let us know.

This newsletter is to be archived and can be easily accessed by every IACA member on the IACA website.
There you can also find some other interesting information about IACA and its members.

If you have feedback or would like to offer to write material for future editions, please send a note to Rade 
Musulin.

GREETINGS FROM THE CHAIR
Margaret Tiller Sherwood (US), IACA Chair

At the October 2015 IACA Committee meeting, we worked on the 2016 budget, reviewed our past and 
future continuing education offerings, and set up several task forces to work on strategic planning issues. 
We plan to have two IACA Committee conference calls in the next few months to move the strategic planning 
and regular IACA business forward.

The Joint Colloquium with PBSS, IAAHS, the CIA, and IPEBLA will be held 26-29 June 2016 in St. John’s, 
Newfoundland, Canada. This is an exciting opportunity to meet face to face with consultants and attorneys 
from other countries as you earn continuing education credits and enjoy socializing in a wonderful location. 
Colloquium registration and accommodation reservations are open. The website for the June 2016 Joint 
Colloquium is http://www.actuaries.org/stjohns2016/.  For more details on the Joint Colloquium, see the 
article on page 9.

Our biennial General Meeting will take place at the 27 June 2016 IACA lunch at the St. John’s meeting.  This 
will include the election of new Committee members. IACA needs Committee members who want to be 
active in the organization.  We are soliciting indications of interest in being on the IACA Committee. See 
page 8 for more details.

We also are taking nominations for the Max Lander and Geoffrey Heyward awards, with the awards to be 
presented at the 27 June 2016 biennial IACA General Meeting.  Those award requirements and application 
process are discussed on pages 10 and 11.

I hope to see many of you in St. Johns.
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SUMMARIES OF RECENT EVENTS

IAA Vancouver
Doug Carey

The IACA committee held one of its regularly scheduled meetings during the IAA meetings in Vancouver 14 
- 18 October 2015. The venue was ideal for the meetings with adequate meetings space and many popular 
attractions in the Vancouver area. The gala dinner was held at the Vancouver aquarium so we all ate with 
the fish (sharks included).

In addition to the IACA committee meeting, IACA officers also held a separate meeting. IACA’s focus for the 
year is to build our membership and increase the value of membership to existing members. Therefore, 
the topics of both meetings centered around these themes. In addition, the committee spent much time 
discussing the St. John’s colloquium in conjunction with other IAA sections (PBSS, IAAHS, IPEBLA) and the 
Canadian Institute of Actuaries to be held in June 2016. The focus of this discussion was to find ways to 
improve the financial viability of the colloquium and to develop more IACA specific sessions.

CCA Florida
Doug Carey

The Conference of Consulting Actuaries held its annual meeting in Bonita Springs, Florida, 25 - 28 October 
2015. This meeting is intended to appeal to consulting actuaries around the world, although the large 
majority of attendees and speakers are from the US. As in past years, there is an international track offering 
a full slate of sessions appealing to international consulting actuaries around the world. Speakers, too, 
came from around the world with speakers from Canada, the UK, Netherlands and Azerbaijan in addition 
to the US. A variety of diverse topics were covered, such as: 

• Evaluating and Mitigating Pension Risk Around the World
• Splitting the Baby in Two: Benefit Challenges in Global Divestiture
• Global DB/DC Retirement Governance
• Global Approaches to Retirement Readiness
• Retirement in Emerging Market Economies
• Recent Developments in Canada
• Longevity Around the World

The next annual meeting will be held in Las Vegas, NV 23 – 26 October 2016.
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ACCA Bangkok
Rade Musulin

At the 19th Asian Actuarial Conference in Bangkok in November 
I attended the 1st Executive Committee Meeting of the Actuarial 
Consulting Congress of Asia (ACCA) as a representative of IACA 
to show IACA’s interest in consulting actuaries in Asia. The 
meeting was held at the Salathip Thai Restaurant. The meeting 
was devoted to organizing the affairs of ACCA and was led by 
Chair Hideyuki Yoshida.

According to ACCA’s website, ACCA is “to be globally well 
recognized actuarial professional organization whose 
members are respected and valued for giving actuarial advice 
and are thought leaders of the day thus enabling recipients of 
actuarial advice to manage uncertainties of future financial outcomes.” ACCA is a successor to the Asia 
Pacific Association of Consulting Actuaries (APACA), which was formed in 2010 as a part of IACA. APACA 
leadership felt that in order to meet the needs of APACA members it needed to transform itself into a body 
independent of IACA. IACA leadership assisted APACA’s efforts in this regard and looks forward to a strong 
relationship with ACCA in coming years.

Annual Convention for the Actuarial Society of South Africa in Johannesburg, South Africa
Kudzai Chigiji

The Actuarial Society of South Africa (ASSA) held its 42nd annual convention at the Sandton Convention 
Centre in Johannesburg from the 16th to the 18th of November. The convention definitely had a fresh angle 
compared to previous years with a change in the speaking formats and social events across the program.

For the first time in the convention’s history, the TED format of presenting was used, which ensured that the 
presentations were concise and appealing to the audience. ASSA kindly provided training for the speakers 
that was immensely beneficial in developing presentation skills and ensuring that everyone was prepared 
for the presentations way in advance of the convention. As a speaker at the Convention, I found the training 
to be particularly beneficial as it required me to keep within the time limit and explain my presentation to 
an audience without an actuarial background. This resulted in a presentation that was easy to understand 
for all audiences.

Nick Buettner provided the opening plenary address on The Blue Zones Project, giving the actuarial 
audience insight into the drivers of longevity in Blue Zone areas around the world. This left the entire 
audience with a few pointers of how they could improve their health and happiness for a longer and more 
satisfied life based on the similar characteristics in these Blue Zone communities.
 
It was interesting to see an increased number of less traditional areas gaining exposure at the Convention. 
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It was clear from the majority of presentations that actuaries are increasing their participation in strategic 
business roles and thinking of more innovative solutions to long-standing problems. Greater inter-
professional engagement is evident as well, with actuaries increasingly being involved in inter-disciplinary 
teams and reaching out to other professions for assistance in innovating.

A broad range of topics were covered, including:

• The use of telematics within South African motor insurance
• The use of cognitive mapping in user-based insurance
• Frameworks to assess alignment of insurers’ culture with enterprise risk management
• The role of operational strategy in customer experience
• The science of customer loyalty
• Propensity modelling for customer-centric marketing decisions
• Fraud analytics within healthcare
• The role of actuaries in mergers and acquisitions
• Private equity governance models.

Renowned public speaker and entrepreneur Vusi Thembekwayo gave the closing plenary address on 
Business Leadership for Actuaries in both Management and Specialist Roles. He challenged actuaries to 
innovate to ensure that the profession is not left behind in its ability to contribute effectively to growth 
across the globe. He gave a strong case study showing the power in catering to low income communities 
and ensuring that products meet different socio-economic groups if we are to continue seeing organic 
economic growth.

The actuarial societies from several other African countries also attended the conference and provided 
feedback on the progression of their actuarial development at the African Committee meeting. The countries 
included Ghana, Zimbabwe, Kenya, Uganda, and Namibia. The Institute and Faculty of Actuaries also sent 
two representatives from their Council as well.
 
Overall, the conference was interesting, engaging, provoking, educational and a great experience. 
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UPCOMING EVENTS

General
Dates for the next meetings of the IAA at which the IACA Committee will meet:

• 26 June 2016 – St. John’s, Newfoundland, Canada – Current Committee
• 29 June 2016 – St. John’s, Newfoundland, Canada – New Committee
• 18-21 November 2016 – Cape Town, South Africa
• 19-23 April 2017 – Budapest, Hungary
• 4-8 October 2017 – Chicago, United States of America

Biennial Meetings:

• 27-29 June 2016 – St, John’s Canada with PBSS, IAAHS, IPEBLA, and the CIA http://actuaries.org/
stjohns2016/

• 30 May – 2 June 2018 – Berlin, Germany – With ICA meeting http://www.ica2018.org  
Others:

• 4 February 2016 – ACA’s International afternoon conference in Gatwick
• 23-26 October 2016 – CCA Annual Meeting in Las Vegas, Nevada, USA

For more information on upcoming events, please visit the IAA’s website:

http://www.actuaries.org/index.cfm?LANG=EN&DSP=EVENTS&ACT=INDEX 
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ST. JOHN’S 2016
Adam Reese

Mark your CE Calendar for June 27-29, 2016 in St. John’s Newfoundland!

IACA will be participating in a joint Colloquium in St. John’s Newfoundland together with IAAHS and PBSS as 
well as lawyers from the International Pension and Employee Benefits Lawyers Association.   The program 
is now set and registration is open at http://www.actuaries.org/stjohns2016/.
 
The program includes an array of truly international topics including:

• Challenges of advising international insurance companies
• Difficulties of retirement income provision for people on the move
• Cyber security
• Consulting and Capital issues in the Latin American and Caribbean region
• The challenge of professionalism in a cross-disciplinary and international environment, and
• Sessions with IPEBLA, including actuaries working with lawyers and the requirement for being an 

expert witness in pension cases and the difference between UK and US

The plenary sessions will provide food for thought for all actuaries – with regulatory roundtable discussions, 
panelists addressing conflicts of interest from both an actuarial and legal perspective, a comparison of 
global healthcare cost drivers, a pension and benefits governance panel, as well as the keynote address by 
Michael Woodford, former CEO of Olympus, who will take us through his riveting story of what led up to 
whistle-blowing on his own company – and the actions that followed.

The meeting will provide ample time for networking with your IACA colleagues from around the world, as 
well as with Canadian actuaries attending their annual meeting as the Colloquium includes joint sessions 
with the CIA on Tuesday 28th as well as Wednesday 29th.
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CALL FOR NOMINEES
Margaret Tiller Sherwood

The IACA Nominating Committee is requesting volunteers for service on the IACA Committee. According 
to the Rules specified on the IACA section of the IAA website, the IACA Committee can consist of up to 
18 members. Two of these are appointed by the IAA Council. The remainder are elected by the Section 
Membership, at a General Meeting, for a term of four years. It is anticipated that there will be at least three 
terms available to be filled in the next election. The next General Meeting will be at the 26-29 June 2016 
Joint Colloquium in St. John’s, Newfoundland, Canada, and Committee terms will start at the conclusion of 
that meeting.

The duties and responsibilities of the committee members can be summarized as being to carry forward the 
mission of the IACA section. As such, the Member is expected to participate actively and constructively in the 
discussions of the Committee, whether in person, by telephone, or through another form of communication.

The Member is expected to be willing and able to take on his/her share of assignments at the direction of 
the Chair. Those assignments can include one or more of the following kinds:

• Publications and Professionalism
• Member Services and Development
• Planning Colloquia

Typically, the committee has two regularly scheduled face-to-face meetings per year, in conjunction with the 
meetings of the International Actuarial Association committees at various locations around the world, as 
well a number of scheduled teleconferences. In addition to these meetings, the Committee conducts some 
of its business by e-mail. All committee members are expected to be active participants and to contribute 
to these meetings and discussions.

We welcome applications for committee membership from members of the IACA section who are willing 
and able to fulfill the role of open committee positions. If interested, please reply to Doug Carey including a 
short profile or CV. The deadline for nominations is February 29, 2016.
 
CALL FOR AWARD NOMINEES
Brent Walker

The IACA Committee is seeking nominations from the membership for two awards.

The 2016 Max Lander Award

In 2004 IACA inaugurated a “Consulting Actuary Lifetime Achievement Award”. This award is named in 
honour of the late Max Lander who was a founding member of IACA and the initial IACA Secretary/treasurer. 
The Max Lander Award is given to a member of the actuarial profession who has contributed to the public 
awareness of the work of the actuarial profession and the promotion of the business of consulting actuaries.
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The 2016 Geoffrey Heywood Award

This award is named in honour of Geoffrey Heywood MBE who was the founding Chairman of IACA. The 
award was first presented at the Washington ICA in 2014. The Geoffrey Heywood Award will be will be 
given to a young consulting actuary who has provided significant services to the public and the actuarial 
profession. The IACA Awards Committee will decide who will receive the Awards at the 27-29 June 2016 
meeting of the IACA/PBSS/IAHSS/ IPEBLA colloquium at St John’s, Canada, after receiving nominations 
from the members of IACA and other actuarial organizations or actuaries who believe their nominee is 
truly worthy of the award:

• The Max Lander Award may be awarded to any actuary who is, or has been, a consulting actuary.
• The Geoffrey Heywood Award may only be awarded to a consulting actuary who is under age 40.
• Nominations are required by Friday April 29, 2016 and should be sent by email to Brent Walker, 

Chairman of the IACA Awards Committee (brent@bwas.com.au) with a copy to Cathy Lyn, Secretary 
of IACA (clyn@sympatico.ca).

The recipients of the Awards will receive a plaque and a monetary award which will be donated in honour of 
the recipient to an actuarial-related organization of his or her choosing that is involved in or promotes the 
development of the actuarial profession. The monetary award will be C$1,000 for the Max Lander Award 
and C$500 for the Geoffrey Heywood Award.   
 
HOW ACTUARIES CAN HELP COOPERATIVES - LOOKING FORWARD TO INTERNATIONAL 
SUMMIT OF COOPERATIVES 2016
Ignacio Maricich

The International Summit of Cooperatives

The next biennial meeting of the International 
Summit of Cooperatives will be held in Quebec, 
Canada, 11 – 13 October 2016. This is a great 
opportunity to learn about the cooperative 
movement and how actuaries can help it. In my 
opinion, actuaries have the chance to add a lot 
of value to this sector. 
 
I was lucky to attend the last summit. I found it to 
be an amazing experience with more than 3,000 
of participants from 93 countries. The event has 
a section called “Young Leader Program”. Last 
time, this group developed a strong and positive 
declaration that you can read here. Further 
details on the October summit can be found here.
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What Are Cooperatives?

A cooperative is a legal way to associate. Just as you get involved as a shareholder in a corporation by 
buying shares, you get involved in a cooperative as a member by paying a financial contribution. As you can 
see, the cooperative member is ‘kind of’ a shareholder, and the financial contribution is ‘kind of’ a share. 
Whereas the primary function of publicly traded companies to shareholders is financial, membership in 
cooperatives usually is based on a philosophy emphasizing democracy and a sense of fairness. Cooperatives 
claim “one member, one vote” and distinguish themselves from the corporate world by a focus on non-
financial activities.

It is very common, depending on the country, to find cooperatives related to activities, such as fishing or 
farming, or related to professions, such as teaching or medicine. You can think of most of cooperatives as a 
natural affinity group. 

The Importance of Cooperatives

Cooperatives are important in the global economy. United Nations Global Census about Cooperatives 
reveals:

• 2.6 Million Cooperatives have over 1 Billion memberships and clients
• The global cooperative economy would place right behind Germany’s economy as the 5th largest 

economic unit if it were a united country
• There is a direct correlation between cooperative penetration and the social progress index of the 

United Nations (SPI)

Cooperatives can be a solution to social problems, such as the loss of jobs. For example, when a private 
corporation goes bankrupt, the workers can associate as a cooperative and continue the enterprise.

You can download the complete report of UN Global Census here.

How Actuaries Can Help Cooperatives

In most cooperative sectors our profession is unknown, except for insurance where business models are 
similar to traditional insurers and actuaries are employees or consultants.

Similarly, in the world of actuaries the cooperative sector is often unknown. We may be clear on how to help 
insurance cooperatives, but what about the others?  I don’t have the answer, but I think I have some clues 
here:

• Financial assessment: Most of the cooperatives are funded by contributions from members. This can 
mean a cooperative has a limited range of operation (as the cooperative cannot raise capital through 
stock as a stock company can). Cooperatives may accept funds from institutions to increase capital. 
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We can help them to optimize their financial business so they improve their capital position. For 
example, see the Pearls Scorecard that is a well-known set of indicators among cooperatives.

• Big Data and prospective models to improve results: Big data and prospective models are something 
we can develop that surely can help cooperatives. Specially, we can help their members to improve 
their own activities. For example, actuaries have the skills to develop a crop model and help the 
farmers to improve crop results and profitability. See this rice crop model called Oryza.

A Different Point of View

If you’re tired of a corporate environment focused only on results and you want to try something different, 
cooperatives may be the answer. Most of them can offer a different way to see the world and to do business.
 
COMMENTARY FROM AN ANONYMOUS ACTUARY – OUT OF THE SHADOWS
Anonymous

It’s interesting to note that many of the principal front runners in the US presidential race are of pension 
age.  At the time of writing, the younger contenders’ chances appear slim and their hopes of glory appear 
to rest on either the front runners dying - or on their supporters dying of embarrassment!  Given the 
seniority of the candidates, it is somewhat surprising and disappointing that none of them appears to 
have mentioned or even considered the huge problem of how their contemporaries and successors are 
going to be able to afford to survive long term. 

We should be screaming out aloud that this financial survival problem is at least as dire, as important, 
and as imminent as the much discussed global warming crisis. Indeed, it is highly likely that most future 
old folk will not be able to afford to keep warm! The costs of longevity have not been funded and it is 
clear that it will be extremely difficult for future generations to support their still surviving predecessors. 
Political leaders never miss an opportunity to miss the opportunity to deal with this issue. The universal 
theme tune of most international leaders is a distortion of the Cabaret hymn; “Tomorrow belongs to you 
- not me!”   

By contrast, actuaries rarely excel at self-promotion and publicity. We, clearly, have a unique, potential 
role in identifying and then helping provide for huge future uncertain needs. Consulting actuarial advice 
should be readily available to and be sought automatically by Governments, policy makers, political 
thinkers, companies, and individuals, but there is little general perception that we are relevant or even 
available to help. Lawyers, accountants, and doctors have smooth and sleek publicity machines to promote 
them. Many actuaries appear to operate in the dark and shadow like bats. We are not “bats”! We should 
come out into the sunshine and sound the trumpet loudly to proclaim our expertise. 

Groucho Marx refused famously to “join any club that would have him as a member”. Subject to acquiring 
actuarial skills, he would have loved IACA. By accident and unintentionally, it’s a “club” in the shadows, 
which appears, mistakenly, as not wanting new members. Most consulting actuaries are unaware or only 
dimly consciously aware of IACA’s existence. As a result, they don’t benefit from membership of a vital, 
vibrant forum for dialogue between fellow professionals operating across the world – and IACA misses 
out on them!

February 2016

Page 13 International Association of Consulting Actuaries

https://www.woccu.org/documents/PEARLS_techguide
https://sites.google.com/a/irri.org/oryza2000/home


Everyone benefits from greater participation. IACA provides a unique medium for pooling resources on 
global professional problems, offering actuaries who work in only one country opportunities to gain a 
global perspective to better help their clients – and allowing actuaries who consult internationally to access 
specialized local knowledge. IACA members have access to in-person opportunities for networking and 
relaxing in a variety of attractive international venues, relevant newsletters, webinars, and other continuing 
educational opportunities.

For the Brits, at least, opening up to international horizons would lead to immediate dividends.  Whereas 
American and International bodies feel confident and imaginative enough to hold their get-togethers in 
venues as diverse and exciting as Hawaii, Las Vegas, Disneyland, Vancouver, St Johns Newfoundland, St 
Petersburg, Hong Kong, and Berlin, the British consulting profession condemns its members to confer only 
in the airport hotels and lounges of the second tier of British airports - in venues with no surrounding 
attractions or opportunities for amusement.  An increased involvement with IACA could revitalise the UK 
profession.  Until then we live up to our stereotype of “those who found accountancy too exciting!”

Many recruits become actuaries without finding out what actuaries really do.  By the time they have found 
out, it is often too late to change course.  It used to be that the fundamental and unique skill of an actuary 
was to analyse, assess, quantify, and provide for uncertain events of unknown size, duration, and incidence 
- “making certainty out of uncertainty”.  It is not clear that actuarial training worldwide currently delivers 
candidates who will be able to apply this core talent to modern conditions and problems. Those working at 
“the coal face” are not receiving sufficiently trained recruits.
 
Despite this, actuarial trainees still continue to be processed in ever increasing number. A recent 
announcement by the UK Actuarial Profession in The London Times newspaper proclaimed a large list 
of newly qualified Fellows, a considerable proportion of whom appeared to be based outside of the UK.  
Many of these will have “qualified” after examination in, for example, the actuarial management of UK Final 
Salary pensions schemes. But few such schemes are being created or have been created for some time in 
the UK – and I don’t think that many new such schemes are being created in India, Tel Aviv or Australia!  
 
Regardless, I welcome these new Fellows to the Profession. Join IACA, see the real actuarial world, and help 
us develop and improve it!
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AN ACTUARY WHO IS A TEAM PLAYER
Michael Bayard Smith

After nearly thirty years as an employed actuary, working for 
a rating bureau, an insurer, and a multinational consultancy, 
I, Michael Bayard Smith, FCAS, FSA, MAAA, MCAA, became 
an independent self-employed consulting actuary in 2007.

Having a large network of contacts, I established client 
relationships with companies in the Continental USA and 
the Caribbean. In late 2014 a non-client contact from long 
ago encouraged me to submit a proposal to be an actuarial 
member of the Professional Team (“PT”) advising the Florida 
Commission on Hurricane Loss Projection Methodology 
(“FCHLPM”). I did so and became a PT member in 2015.

The Florida Legislature created the FCHLPM in 1995 as an independent body housed in the State Board of 
Administration of Florida. As of October 13, 2015, the mission of the FCHLPM is as follows:

The mission of the Florida Commission on Hurricane Loss Projection Methodology is to assess the effectiveness 
of various methodologies which have the potential for improving the accuracy of projecting insured Florida 
losses and probable maximum loss levels resulting from hurricanes and floods and to adopt findings regarding 
the accuracy or reliability of these methodologies for use in residential rate filings (hurricane loss projections), 
personal lines residential rate filings (flood loss projections), and probable maximum loss calculations. 

Sinkhole losses may be added to the FCHLPM scope depending on actions of the Florida Legislature in 2016.

The FCHLPM consists of 12 members from State government, actuarial, academic, and engineering 
backgrounds. The PT has 13 members with actuarial, computer/information science, engineering, hydrology, 
and statistics backgrounds. They work in two sub-teams, one devoted to flood and the other to hurricane. 
The PT conducts on-site reviews of modeling organizations seeking a determination of acceptability by the 
Commission.  The PT can review “trade secret” information and has the utmost respect for confidentiality 
in all of its dealings.

The PT has reviewed hurricane models for more than 20 years and will begin reviewing flood models in 
2016. The documentation and disclosure procedures are consistent with Florida Sunshine Laws and are 
open to public review at meetings or on the website:

https://www.sbafla.com/method/Home 

Besides a steep learning curve, communication is a large challenge for me. First, there are procedures on 
communications with the modeling organizations, FCHLPM members, and the public. It is very important 
to know when to speak and when not to speak.

Despite the challenges, I am proud to be a PT member and will strive to be a team player in 2016 and many 
years to come.
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PENSIONS AND POLITICS
David Fairs

Much has changed in terms of UK pension policy, with changes to the State Pension, auto-enrolment of 
employees into pensions, and the need to purchase an annuity at retirement. Now the UK is undertaking a 
review of pension tax relief as an incentive to save.

Ultimately, decisions on many of these items are made by Ministers with support from Government officials 
in the Treasury and the Department of Work and Pensions. The Association of Consulting Actuaries (ACA) 
plays an active role in helping both Ministers and officials in understanding the advantages or disadvantages 
of different courses of action through ACA members’ detailed knowledge of the impact that different 
decisions may have.

Prior to the 2015 election, it became clear that pensions, and particularly pension taxation, would be a key 
issue in the political debate. Various senior members of the ACA had chaired or worked on Committees 
looking at risk sharing schemes on behalf of the Pensions Minister. ACA members also met with and debated 
pension issues with the Shadow Minister. However, as the election approached it was important for the ACA 
to maintain a politically neutral role.
  
In March, prior to the election in May, the ACA published a thought paper on the challenges presented by 
the current tax regime and highlighted the implications of options being considered by politicians, with a 
call for independent review. Each of the political parties included proposals in their manifestos on pensions 
which were summarised in a briefing paper to MPs and journalists provided by the ACA. The ACA also helped 
officials gain understanding the practical ramifications of each of the proposals set out in the manifestos.

Against pollster predictions, a single party emerged as the winner, with the Chancellor announcing 
implementation of their manifesto pledge to implement further pension taxation changes. Importantly, 
this included a comprehensive consultation on pension taxation as requested by the ACA. Since the launch 
of the consultation, the ACA has been actively involved in debating the issues at a Ministerial round table, 
presenting the options to the All Party Parliamentary Group on pensions, meeting with other trade and 
professional bodies to debate the options, and meeting formally and informally with the Treasury.

In parallel with the discussions on pension taxation, the ACA has been involved with officials on detailed 
regulatory and technical changes as the State and private pension framework changes.  The importance 
of the ACA is recognised by the standing invitation the ACA has to Ministerial briefings on pensions; its 
support to the All Parliamentary Group on Pensions; and liaison meetings with the Government Actuary, 
the Pension Protection Fund, and the Pensions Regulator. The Chairman is a member of the advisory panel 
to the Pensions Regulator.

In the UK, pensions have been subject to much change, often for short term political expediency. The ACA 
believes it is important that Ministers and officials understand the long term implications of those decisions.

February 2016

International Association of Consulting Actuaries Page 16



THERE WILL BE GREEN IN GREEN CONSULTING
Rade Musulin

There is an American expression that some activities 
offer a chance to “make some green”, referring to 
profit potential and the color of US dollars. In coming 
decades actuaries have significant opportunities to 
turn skills in “green” environmental initiatives into 
“green” financial rewards.

Despite the best efforts of fossil fuel interests and 
“I’m not a scientist” political leaders, momentum is 
building in almost every major country for a profound 
economic transformation in the energy sector that 
will affect almost every facet of economic activity. 
Evidence of this abounds. By 2015 there were more 
jobs in solar power than coal in the United States, and 
solar jobs are growing quickly. China is forecast to 
become the world’s largest electric vehicle market by 2020. Geothermal, wind, and wave power generation 
are growing.

This transformation will affect many aspects of actuarial work. Property insurers will have to adapt coverage 
for solar panels and batteries. Automobile insurers will have to rate electric vehicles. Insurer asset mix 
may be affected by green investment initiatives. Weather patterns may change, affecting property and/or 
agriculture insurance losses. Mortality and morbidity may change due to migration or increasing heat in 
some areas. Rising seas may pose significant challenges for coastal flood insurance.

One major challenge for coping with climate issues is to break the black and white mindset of people on 
both sides of the debate. Greens and skeptics alike often fall into the trap of taking extreme positions with 
an almost religious conviction that their view of the future is correct and certain. In reality, the earth’s 
climate is an incredibly complex and unpredictable system in which future states should be described 
stochastically.

Risk and uncertainty are at the core of actuarial science. Climate change adaptation is an exercise in risk 
management in the face of uncertain future states. Actuaries can play a significant role in this process.

I recently wrote three articles illustrating some ways actuaries can contribute, “Demographics, Development, 
and Disasters”, “Rising Tides”, and “Rising Tides Downunder”. The basic premise of this work is that actuaries 
can adapt tools we use in our traditional work (such as catastrophe and economic capital models) to tackle 
problems like the optimal investment societies should make in climate change adaptation.

Actuarial organizations are increasing activity in various climate related work. The International Actuarial 
Association (IAA) has formed the “Resource and Environment Working Group” (REWG) to “serve as 
a working group within the IAA devoted to environment issues that can affect the work of actuaries in 
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their various areas of practice”. A number of actuarial organizations, including the CIA, CAS, SOA, and the 
American Academy of Actuaries, are developing an Actuaries Climate Index (ACI). The Institute and Faculty 
of Actuaries (UK) formed a cross practice working party on climate issues in 2014 (link). The Actuaries 
Institute (Australia) has issued a policy statement entitled “Economic Implications of Climate Change: 
Public Policy Statement” and has formed a climate change working group.

Efforts such as these will place the actuarial profession in a position to influence the process of climate 
change adaptation. Individual actuaries, and especially consulting actuaries, have many opportunities to 
work on projects in this very exciting field in coming years. In order to successfully do so, actuaries need to 
broaden their continuing education to include climate topics and get involved in multidisciplinary groups 
working on climate related issues.
 
HYPER-INFLATION IN ZIMBABWE – NOT FUN AND GAMES
Tawanda Chituku

I lived through hyper-inflation, and survived. If my credentials for survival could be displayed on a wall, I 
would be declared an international hero.

Over many years of study, I know that that hyper-
inflation is defined as “when the month-on-month 
inflation exceeds 50%.” Is it as simple as that? That 
sounds to me as if hyperinflation is when some technical 
goon in glasses rich with age stands up to announce 
that monthly inflation is now 50%. In my imagination 
of the technical definition, perhaps then there would be 
a discussion about it like what happens when Liverpool 
gets whooped by Manchester United. Far from this, 
hyper-inflation is a life style, war, and chaos.

I am not going to bore you with the history of how it 
happened in Zimbabwe as Wikipedia has that part 
covered. I want to talk about the experience for me in my day to day life, and beyond. You see, when we are 
born, we are sold a very straightforward story: ‘It starts with birth then school where you should get good 
grades and then varsity and then get a job, get married, have children, save money for a rainy day, start 
a business, create a legacy for your kids, and then die.’ Sweet and straightforward for as long as we omit 
actuarial exams in the flow. I like this story because with this kind of system I can make financial sense of 
the future!

Let us just put things into perspective for a little bit. As actuaries understand figures (by the way there are 
no official figures but different sources have tried to estimate): Inflation was 230 million percent and 1 USD 
bought sextillions of currency by the close of 2008. My personal account balance had 30 zeroes in after 
a few numbers, who cared, it was not enough for me to commute to town. I believe ours was not hyper-
inflation, it was a total currency collapse.
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All confidence in the currency was lost and any record of it was just for numbers, with the funniest recollection 
being the day the national budget was announced in our parliament and the Minister repeatedly used 
phrases like, “I propose to allocate 300 trillion billion billion...ah…ah thousands your Honour”, followed by 
an uproar of laughter from the parliamentarians. I am not yet sure how I personally lived from day to day 
with the cash and food shortages, endless queues and occasional cross-border trading even for a revered 
actuary. But fasten your seatbelts, the real stumble was yet to come.

The Behaviour of insurance liabilities during hyper-inflation

In February 2009, a declaration was made by the then Minister that all insurance liabilities, as well as all 
other goods and services in Zimbabwe, would be converted to USD. The date of conversion was set as 28 
February 2009 to be precise. Sounds simple right? In Zimbabwe nothing is so simple. 

Zimbabwe primarily had the following major types of insurance product:

• Individual life policies with/without profits. Many classes fell under this type of product including 
whole life policies, annuities, education plans, savings plans, funeral plans, endowment products 
etc.

• Unit-linked contracts that were tied to some underlying asset.
• Pension schemes offering either products in point (1) or (2) on a group-wide basis.

Now, a distinction has to be made at this stage between the members who were still paying a regular 
premium and those whose policies had matured or were participating in annuity products. This distinction 
is critical for us to understand how the policy values of each individual were updating during hyper-inflation.

For the policyholders who were still active, premiums based on salaries self-adjusted to inflation along 
with salary adjustments. The constant contact with insurers also meant that this class of policyholder could 
alter their policies such that they automatically indexed the sum assured on the basis of a chosen scale. The 
other class of policyholder that I spoke about did not have such a privilege but instead depended on the 
automatic indexing that was applied to their maturity values based on underlying asset performance. Now, 
here is where the problem started. There were three inflationary pressures at play:

1. Expense inflation for expenses levied on the policies by the insurance companies (EI)
2. Salary and hence premium inflation for active members (SI)
3. Inflation of insurance liabilities linked to underlying asset growth (LI)

 
My theory is this:

When (EI)>(SI) then with every premium that is paid, less and less of it in real terms is allocated to the life 
fund to purchase real assets.

When (SI)>(LI) then with every premium paid, the nominal share of underlying assets for active policyholders 
increases at a disproportionate rate when compared to real terms. Remember assets are bought in a pooled 
fashion and everyone gets a cut based on their proportionate contribution.
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In our case it got to a point where the expense inflation was so high that the entirety of premium or 
contributions paid in by policyholders would be swallowed up by expenses. But, still the premium 
contribution was credited to each policyholder’s notional account even though none were used to purchase 
assets. This happened because expenses were reviewed on a daily basis, whereas premiums were paid once 
per month such that 30 days later, the premium that would have been paid at the beginning of the month 
would have been long spent. This continued to the extent that life companies even started to disinvest assets 
bought using yesteryear policyholders’ contributions to meet running costs. When you keep divesting, the 
growth of the underlying asset is negatively affected and in turn the indexing factor to update the matured 
liabilities is stifled, creating a vicious spiral.

Cross-generational transfer of wealth

The result of the above process was a swift transfer of wealth from the old generation to the young with 
devastating consequences. Conversions were done based on nominal sum assured values and the older 
generation got some pathetic USD values, the majority of them being zeros. The bulk of the assets remained 
with the younger and active policyholders.

I was a young analyst during these days of the conversion and I remember frantically trying to create 
some sort of index for my actuary to use in equating values for old policies versus the new policies. Those 
were the lucky funds; the bulk of the conversions were done by non-actuaries who blindly applied simple 
proportions based on nominal values. The crisis created killed the insurance industry in Zimbabwe, which 
today is still rising from the ashes. A commission of inquiry was set up by the President of the country in 
2015 to look into the issues.

I am tempted to say there will be a part 2
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