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Editorial

Mike McDougall
Chief Executive

Last quarter, we launched the first edition of South African
Actuary. Would this be a credible publication and would
there be a second edition? I am told that the first mark of
a successful publication is that there is enough material to
go forward with a second edition. In publishing the second
edition, I am relieved to say that we have cleared this first
relatively low hurdle.

However, what is more important is how members
of ASSA have responded to it. As a first measure, we
have had 3 responses from individuals or groups to
our higher education funding challenge and fewer
than 10 gave their views on the uses of predictive
analysis. However, we have had no responses to
Tony van Reyneveld’s question concerning the
appropriate level of inflation targeting.
A survey of the Hot 100 group (100 members who
volunteered to be a sounding board for the Society
for quick surveys) showed that 60% of respondents
had a very good or excellent first impression,
while only 2% had a poor or very poor impression.
However, only 52% found the contents and look
and feel very good or excellent while 2% and 6%
respectively found them poor: the clear message
being that there is work to do. Reviewing individual
comments we see a need for more technical
articles, more social articles, more on wider fields
and more on current or legislative issues, while others
felt we had the balance right. Others proposed
replacing the sudoku and crossword with cartoons
and a job advertisements section. Some sound
advice here that we will look to bringing into this
and future editions.
Doing things differently and ethics form key
themes underlying many of the articles in this
edition. Jonathan Dixon lifts the lid on some of the
regulatory activity while an anonymous Fellow
shows regulation is not in itself enough as he models
a SAM compliant Ponzi scheme. The broader need
for transformation of thinking is discussed in articles
on microinsurance, IFRS17 and education.
One of the strengths of any profession is its ability to
continuously grow and adapt to or lead change.
We profile one of the true giants of our profession,

Doing things differently and
ethics form key themes
underlying many of the
articles in this edition.
who both lived through and led some of the key
changes that revolutionised actuarial practice
and insurance business during the second half of
the 20th century – a man who has not only lived
in interesting times, but has helped make them
interesting.
The trustworthiness and standing of a profession is
measured by the character of its members. We
had one anonymous author showing how actuaries
can use their skills and manipulate regulation for
dubious ends. To complement this, one of the lions
from our conventions in the 1990’s, Anthony Asher,
advises and challenges us on whistle blowing and
ethical conduct.
As anyone attending a convention during the
1990’s knew, whenever Anthony Asher was
approaching a microphone, Rob Dorrington was
either already there or following closely behind. I
am hopeful that Rob will continue this great rivalry
and have an equally challenging article for the
next edition.

To send us your feedback,
please click here.

South African Actuary July 2017

5

Rethinking Product
Design: Innovations for the
Microinsurance Market
Divya Babu and Peru Govindasamy | Actuaries Without Frontiers1

Introduction
At the heart of microinsurance is the provision of
significant social impact, which differentiates it
from traditional insurance mechanisms. Higher
levels of insurance penetration mean that societies
are less vulnerable to the negative effects of risk
– not surprisingly, the average developed market
insurance penetration rate sits at 8%1 while that of
emerging markets sits considerably lower at 3%.
If penetration rates are to be improved amongst
emerging markets, it remains imperative
that corporates make headway within the
microinsurance market as well. The potential
for growth and profits for companies paving the
way within the microinsurance market could be
considerable; however, scale and profits can only
be achieved if premiums are set at affordable
levels and if the product offering tangibly meets
the customer needs. In order to achieve this, the
insurance sector and the actuarial profession
need to deploy a fresh perspective and innovative
solutions for this portion of the market.

Data and iterating for success

Quick product
enhancement iterations
in response to consumer
feedback ultimately build
trust between the insurer
and customer.

1

Data, data, data. You have a great idea for the
financially excluded market, but no data and
little sense of how to price your product. Where
do you start? Scenarios like these call for the use
of alternative sources of data that could act as
a proxy for the underlying risk factors. One such
example is Tala, a start-up that innovatively
extends loans to the unbanked who have no
financial identity and no history of a credit score.
Through their unique approach, Tala is able to
identify applicants who demonstrate consistency
– through their mobile call history and mobile
money patterns. The revelation: a person’s routine
habits are more meaningful than traditional credit
scoring.

Additional contributors - Ola Oyekan (RGA), Thuso Segopolo (Old Mutual Emerging Markets) and Nigel Bowman (Inclusivity Solutions)
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Launching a pilot programme also allows an
insurer to test and gather feedback on the product
offering. Quick product enhancement iterations in
response to consumer feedback ultimately build
trust between the insurer and customer. Piloting
with a small group of policyholders also means the
insurer can engage meaningfully with customers
through focus group discussions and provides
sufficient time to test and build further system
enhancements before scale is achieved.

Partnering
Partnerships are also set to fundamentally shift
the insurance sector by providing access to large
sources of data and alternative yet credible
distribution channels as well. In particular, mobile
network operators stand to play a critical role
in the growth of the financial services industry
across Africa. Currently, the continent’s cellphone
penetration rate sits at 41%2 in comparison to the
corresponding insurance penetration rate of 2.5%1.
By the end of 2014, 23%2 of mobile connections
in Sub-Saharan Africa were linked to a mobile
money account, indicating much potential for
financial transactions and insurance products to
gain a share of the ‘e-wallet’.
Partnering with communities can have positive
spinoffs for the financial services industry. Micro
Insurance Academy, an NGO which constructs
and facilitates community-owned microinsurance
initiatives, is leveraging regulation in India, which
recognises informal community groups as legal
entities. Empowering these groups to participate
in risk sharing has positive implications for reducing
fraud, because communities can now vet
claims and have a vested interest in managing
claims. Corporates therefore house the power to

ACCESS AND DISTRIBUTION
•

Crowdfunding and online lending:
fintech has created a mechanism
for individuals to raise funds,
particularly within the context of
the “sharing economy”.

•

Digital channels: mobile channels
have created portals for accessing
financial products through mobile
marketplaces and USSD platforms.

externally influence policymakers and internally
transform business practices to leverage the strong
social structures present within communities. This
will ultimately build scale and lead to business
opportunities for the industry as a whole.

Leveraging Fintech
advancements
On the cusp of the Fourth Industrial Revolution,
technological developments are set to dominate
the way we do business in the future. The World
Economic Forum highlights that, under the
Fourth Industrial Revolution, “firms will face
increasing pressure to innovate continuously”. It
therefore remains imperative for the insurance
industry to leverage fintech advancements to
reduce administration and distribution costs
whilst utilising mobile platforms or other easily
available technologies to connect and interact
with customers. The end result of such fintech
advancements is a transformation of a customer’s
typical spending cycle, from access and
distribution to management and payments.
Technology can also eliminate cost barriers in
the microinsurance value chain, facilitating
access to the product offering by reducing
distribution and marketing costs, whilst driving
down claims assessment costs through digital
claims submissions. Fintech advancements have,
for example, revolutionised and provided access
to agriculture cover for subsistence farmers in
Asia. Here, the use of weather data (captured by
automated weather stations or satellites) in indexbased insurance allows for automated payouts
without the need for field inspections to verify the
losses recorded.

MANAGEMENT
•

Banked individuals:
mobile banking
technology has driven
improvements in the
number of banked
individuals.

•

Robo-advice and
algorithmic trading
platforms: fintech has
supported an increase
in advice and financial
literacy tools.

PAYMENTS
•

Digital payments:
fintech has introduced
more accessible and
convenient payment
options, with lower
associated transaction
costs.
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Another example from India highlights how technology is overcoming fraud. Insurers providing livestock
insurance in India typically rely on a veterinarian to place an external plastic tag on insured cattle –
however, farmers have been known to fraudulently move these to uninsured cattle (upon their death).
Nowadays, Radio Frequency Identification (RFID) chips are injected under the skin of the animal, which
allows an insurance official to easily verify that the RFID reading coincides with the identification number
on the policy. This not only results in fewer fraudulent cases but also facilitates a faster claim process by
the insurer.

Perceived needs vs real needs
Many opportunities exist for insurers to tap into lower income markets by balancing risk perception with
risk experience for customers in this market. Customers tend to overestimate high frequency, low impact
risks and underestimate low frequency, high impact risks. While insurers should exercise caution in ensuring
that they avoid abusing misplaced risk perceptions, the preceding trend suggests a possible blueprint for
product design within this market segment.

• Insurers can consider designing an initial product
premised on addressing risk perception
• This will illustrate the value of insurance to
customers and gain their trust
• These products could be brought to market as
loss leaders or at minimal profit margins

DRIVE ADOPTION BY
ADDRESSING RISK
PERCEPTION

INCREASE CUSTOMER
VALUE BY ADDRESSING
RISK EXPERIENCE
• Subsequent products should be premised on
actual customer needs (bundling perceived
need products with actual need products)
• By bringing value to customers and balancing
perceived vs. experienced risks, traditional
insurers can establish themselves as disrupters in
the microinsurance space
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In Uganda, free “broken bone” fracture cover
insurance was launched by a telecommunications
provider based on customers’ monthly airtime
spend and mobile money platform usage. By
offering basic levels of cover, the provider was
able to educate customers on the value of
insurance and subsequent upsell strategies have
seen considerably improved take-up rates.

But first, seek to understand…
A common myth within the insurance industry is
that the low income market is riskier than traditional
markets. This, however, is likely exasperated by
traditional market strategies being superimposed
onto the subsistence market. For example, most
microinsurance products continue to require
regular premium contributions in a segment of the
market dominated by informal wages. In addition
to this, insurers could proactively look to reduce
risk rates through financial education initiatives
instead of pricing the market out through inflated
risk margins.
Access and affordability can also be improved
through innovative payment options within
the industry. One example is Garbage Clinical
Insurance (GCI), an Indonesian startup which
encourages community residents to recycle and
get health care coverage at the same time. The
trash collected by customers is translated into
funds by GCI which can then later be used to
pay for medical insurance. Similarly, in Africa, the
R4 Rural Resilience Initiative programme offered
by the World Food Programme allows farmers to
work in fields to pay for their weather index-based
insurance. Farmers are subsequently able to
access credit allowing them to invest in high quality
seeds and fertilisers which decreases their overall
risk of crop failure. In addition to this, participants
establish small-scale savings, which also helps
build resilience against minor crop losses within a
season.

Rapidly changing needs and
targeting the non-consumer
In a rapidly evolving world spurred on by
technological changes, changing consumer
needs have led to increasing expectations for
smaller cover sizes and fewer barriers at entry.
Fortunately, in a data rich world this doesn’t
necessarily imply rudimentary pricing methods.
Instead, any data obtained directly from the
customer needs to be obtained through a quick,
slick and seamless process. For example, Tala only

Increasingly so, global
companies are recognising
the potential that financial
inclusion has for unlocking
new markets and driving a
new source of profits from
an untapped market with
significant potential.

asks eight simple questions directly to customers,
but their algorithms utilise these eight responses in
conjunction with a customer’s full mobile history to
establish an appropriate credit rating. Accessible
on a mobile app, customers are also able to
request and receive a loan in under two minutes
at any time of the day.
Quid cover in the UK also demonstrates that
microinsurance products are not only limited to
lower LSMs. This non-consumer micro-life insurance
product offers a simple, short duration cover at
a standardised, pre-determined rate per sum
assured.

Conclusion
Increasingly so, global companies are recognising
the potential that financial inclusion has for
unlocking new markets and driving a new source
of profits from an untapped market with significant
potential. AXA unveiled AXA Strategic Ventures in
2015, backed by €200 million to invest in companies
with the potential to shape the future of the
financial industry. The fund’s focus areas include
alternative business models, big data, climate
change, financial inclusion, and health. Such
investments highlight the potential for breaking
into financially excluded and untapped markets.
On a more granular level, investing in such
ventures also means taking the time to deeply
understand the problems faced by our customers
and communities within society. Only then will we,
as a profession, be able to ultimately represent
and serve our customers better.

Actuarial Society 2017 Convention
17-18 October 2017 • Sandton Convention Centre

Standard registration closes
on 31 July. Late registration fees
apply from 1 August.
From plenary sessions with thought-provoking invited guests
to industry-relevant updates by the Society’s important
stakeholders and the latest addition – interactive workshops
presented by South African practitioners at the coal face –
the Convention programme for 2017 has been shaped by
volunteers from the profession to inform as well as inspire. We
have selected a limited number of topics that we believe will
offer innovative new ideas and techniques that address the
challenges facing actuaries today.
Please visit the Convention website for information,
to register and book accommodation:
www.actuarialsocietyconvention.org.za.
Plan your attendance using the programme outline here.
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Profile:

Divya Babu

DIVYA BABU

Tell us a bit about your path to becoming an actuary
I first heard about actuarial science while attending a
maths camp (yes, a maths camp!) when I was 12. I
didn’t realise what I would be getting myself into until
much later down the line, however! After a fairly idyllic
childhood in Ixopo, KwaZulu-Natal, I moved to study
actuarial science at the University of Cape Town (UCT).
During this time, I was fortunate enough to be offered
a bursary by Old Mutual and shortly after this, I began
my career in their Cape Town offices.
The path to qualification wasn’t an easy one, but I was
fortunate enough to have several influential actuaries
to look up to along the way. Beth Richmond was the
first actuary I met, Shivani Ranchod and Dave Strugnell
were my lecturers at the UCT and Soshan Soobramoney
is a fellow colleague with whom I have worked with
on several projects. All of them have invested time
and effort, enabling me to cultivate the values our
profession strives for and I’m happy to call them close
friends as well today.

What do you think is the profession’s greatest
strength? What more can the profession do?
One of the strengths of our profession is that we have
a tightly knit and supportive community. The profession
brings purpose to us as a collective, fosters trust amongst
its members and creates a sense of belonging. Our
actuarial principles provide a relatable way of thinking
and our profession provides an immediate network to
draw on.
While we have many strengths, we also face the risk of
becoming socially irrelevant if we have limited input
on solving large social and global problems facing the
world today. Ultimately, we need to shift our focus onto
projects that can have a profound social impact and

influence key decision makers through our experience
and expertise.
We also have more work to do on transformation
as a profession – beginning with listening to and
understanding the different perspectives, contexts
and stories within our profession and our country. As
a first generation Indian, I have a deep appreciation
for my heritage and culture. Fundamentally, all of
us have a unique story and identity that is worthy
of acknowledgement. Most people may not know
that my family drove illegally into Apartheid-ridden
South Africa during the late 1980’s (we became legal
citizens shortly after this!). My parents’ sacrifices have
significantly influenced who I am, the opportunities I’ve
had in my life and I now have a deep understanding
of cross-cultural nuances that are prevalent amongst
immigrant communities. My perspective is, however,
only one of many unique perspectives within
our member base. Bringing a variety of personal
experiences to the profession ultimately proves that
our work as actuaries relies on heart as well: insurance
is not just a numbers game – insurance is also a feeling.

Tell us about your career to date
I’ve had just over eight years of experience,
predominantly within the life insurance sector in South
Africa. I started my career at Old Mutual, working in their
actuarial valuations team, and then joined OMART, Old
Mutual’s cell captive arm. I then had a brief change
in context when I joined Micro Insurance Academy
(MIA), an NGO based in Delhi in India, which focuses
on empowering rural communities by facilitating
community owned insurance schemes. Whilst here, I
predominantly worked on launching a crop insurance
product, however the learnings from the experience
were eye-opening. Since then, financial inclusion and
microinsurance have been a strong passion of mine.
More recently, I’ve joined as a virtual team member
of the global for-profit incubator (the Blue Marble
Consortium) which builds microinsurance solutions for
the subsistence market in Africa.
I’ve also had brief exposure to data analytics and
strategic support over the last two years and I’m
currently working as a risk officer within the Enterprise
Risk Management team at Old Mutual. I still, however,
remain an active team member of the Blue Marble
team as well. I’m also currently the chair of Actuaries
Without Frontiers (AWF) which aims to highlight the
work that can be done within the financial inclusion
space by the South African actuarial profession and
the wider financial services sector as whole.

Those interested in finding out more about AWF or
joining their team should contact Divya Babu on
dbabu@oldmutual.com.
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Key Regulatory
Developments in the
Insurance Sector
by Jonathan Dixon

Jonathan Dixon

A. TWIN PEAKS
South Africa is moving to a “twin peaks” model of
financial regulation, under which the prudential
supervision of banks, insurers and financial
conglomerates will be done by a Prudential
Authority (PA) within the South African Reserve
Bank (SARB), while the market conduct supervision
of financial institutions and markets will reside
with a dedicated market conduct regulator, the
Financial Sector Conduct Authority (FSCA). The
SARB has also been given an explicit mandate for
oversight of financial stability.
The FSB will become the FSCA, with its market
conduct mandate extended to include oversight
of all market conduct aspects of banking.
The Financial Sector Regulation Bill that will give
effect to the “twin peaks” model of financial
regulation was tabled in Parliament on 27 October
2015. The parliamentary process of considering the
Bill is almost complete. It is expected that the Bill

To help reduce the burden
of double reporting, the
FSB has indicated that it
will exempt insurers from
audit requirements on the
SAM returns.

will be enacted before the end of 2017, with the
effective date of the establishment of the PA and
FSCA dependent on the making of Regulations
by the Minister of Finance relating to, amongst
other things, the process and procedures for the
appointment of the Commissioner of the FSCA.

B. SOLVENCY ASSESSMENT AND
MANAGEMENT (SAM)
The development and implementation of SAM is
entering the final lap.
The Insurance Bill that will give effect to SAM was
tabled in Parliament on 28 January 2016. The
parliamentary process of considering the Bill is ongoing. It is expected that the Bill will be enacted
during the course of 2017. SAM Prudential
Standards are expected to be promulgated in
the first half of 2018, following the enactment of
the Bill and a last round of public consultation. The
envisaged effective date of SAM is 1 July 2018.
Pending the enactment of the Bill, informal
consultation regarding the SAM Prudential
Standards will continue throughout 2017. A
complete set of Financial Soundness Standards
and Governance and Operational Standards for
insurers, insurance groups, microinsurers, branches
of foreign reinsurers and Lloyd’s will be released at
the beginning of July 2017 for informal consultation,
taking into account comments received on
previous versions.
The SAM Comprehensive Parallel Run (CPR)
will continue throughout 2017. To help reduce
the burden of double reporting, the FSB has
indicated that it will exempt insurers from audit
requirements on the SAM returns, except where
insurers had qualified audit opinions for 2016 or
where supervisory discretion is applied. The FSB has
invited input from the SAM structures and industry/-
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professional associations, including ASSA, on other
ways of reducing the CPR reporting burden while
still achieving the FSB’s supervisory objectives.
Insurers and insurance groups are expected to
continue to undertake ORSA exercises in 2017.
There is no fixed deadline for submission of 2017
ORSA reports to the FSB; rather, insurers and
insurance groups should look to aligning the timing
of their ORSA submissions with their standard
business planning cycle.

C. MARKET CONDUCT
Treating Customers Fairly
The
FSB
continues
to
monitor
insurers’
implementation of Treating Customers Fairly (TCF)
in their organisation; particularly whether the fair
treatment of customers has been embedded
within the culture of insurers.
As part of a next phase of Twin Peaks, a consolidated
market conduct regulatory framework is being
developed, in the form of the Conduct of Financial
Institutions Bill (CoFI Bill). The CoFI Bill will further
entrench the TCF initiative into legislation and will
consolidate the conduct of business components
of the current financial sectoral laws into a
single overarching Act. The Bill also builds on the
Discussion Document “Treating Customers Fairly
in the Financial Sector: A draft Market Conduct
Policy Framework for South Africa” published by
the National Treasury in December 2014.
Pending the CoFI Bill, important insurance related
conduct of business reforms that cannot be
deferred to the enactment of the Bill are under way:
•

•

Amendments to Insurance Regulations: Proposed
amendments to the Regulations under the
Long-term and Short-term Insurance Acts were
published in December 2016 for public comment.
These amendments will give effect to a first phase
of proposals contained in the Retail Distribution
Review (RDR), which proposes a number of
improvements to how financial products are
distributed and sold; additional operational and
governance requirements relating to binder
agreements; enhancements to policyholder
protection provisions for consumer credit
insurance; and other conduct of business reforms.
The intention is to make the Regulations effective
during the course of 2017 with appropriate
transition provisions where necessary.
New Policyholder Protection Rules (PPRs): The
proposed replacement of the PPRs was also
published in December 2016 for public comment.

The reforms that will be given effect to through
the PPRs relate to the RDR and other provisions,
informed by TCF, to enhance policyholder
protection throughout the life-cycle of insurance
products, from product design through to
disclosure and advertising, claims management
and complaints management. The intention is
to make the PPRs effective during the course of
2017 with appropriate transition provisions where
necessary.

Consumer Credit Insurance (CCI)
On 9 February 2017, the Minister of Trade and
Industry issued credit life insurance regulations
under the National Credit Act 34 of 2005. The FSB in
conjunction with the National Treasury participated
in the drafting process of the credit life insurance
regulations. The PPRs will be amended to align with
the credit life regulations and to make the provisions
directly applicable to credit life insurers. The FSB and
National Treasury intend to publish further proposals
on reforms to the regulation of consumer credit
insurance during the course of 2017.
Premium reviews by long-term insurers
The FSB undertook a thematic review of premium
escalation practices among the five largest life
insurance groups after a number of complaints
were received relating to steep increases in life
policy premiums after the expiry of a guaranteed
term. Most policies that have these arrangements
are older generation policies. The review will
inform guidance to be issued on appropriate
premium escalation practices, and insurerspecific interventions by the FSB where it is felt that
insurers have not met policyholders’ reasonable
expectations. The results of the review also
informed draft amendments to the PPRs.
Multiple causal event charges
The FSB issued a request for information during 2016
to the five largest life insurance groups directing
them to provide quantitative and qualitative
information on their approach to implementing

South African Actuary March 2017

the provisions of Part 5 of the Regulations made
under the Long-term Insurance Act and a
supporting Directive dealing with multiple causal
event charges on legacy contractual savings
products. The analysis has informed proposed
revisions to the maximum causal event charges
on legacy investment products allowable in terms
of Part 5 of the Regulations. It is still the intention
that the revised limits will start to take effect from
1 January 2018. Life insurers are encouraged to
ensure that they make the necessary system and
process changes to be ready for implementation
from that date.

December 2016, effective from 1 April 2017. A
guidance document entitled “Demarcation
Regulations: Frequently Asked Questions” was
published in April and updated on 18 May 2017.
The Regulations exclude primary healthcare
products and hospital indemnity products and
these products will in the future fall within the ambit
of the Medical Schemes Act. As a result, after 1
April 2017, any provider of primary healthcare
products and hospital indemnity products shall
be deemed to be conducting the business of a
medical scheme. The Council for Medical Schemes
has, in consultation with the FSB, National Treasury
and the Department of Health, concluded an
Exemption Framework, which serves as a guideline
to providers of indemnity products that conduct
the business of a medical scheme and who wish to
apply for exemption in terms of section 8(h) of the
Medical Schemes Act. The exemption framework
is a transitional arrangement that has been put
in place whilst the Department of Health leads
the development of a Low Cost Benefit Option
(LCBO) type of product for medical schemes. The
Exemption Framework provides for the granting
of a two-year transitional exemption, subject to
certain conditions.

Conduct of Business Returns (CBRs)
The CBRs are a new set of market conduct returns
that will need to be completed by all life and nonlife insurers in South Africa, excluding reinsurers
and captive insurers. The CBRs will form part of
the off-site supervisory framework for insurers, with
the aim of providing the FSB with a quantitative
summary of key market conduct risk indicators.
The market conduct risk indicators have been
informed by various data sources, such as onsite visits, complaints information and local and
international regulatory developments. These
indicators will be reviewed on an annual basis to
ensure that they remain relevant. The CBRs will
feed into the overall market conduct risk-based
supervisory framework, which contemplates the
development of conduct risk profiles for individual
insurers and groups.
CBR reporting will be on a “best estimate” basis
for a two-year transitional period, starting in 2017.
During this transitional period insurers will also be
required to submit, and track progress against, an
implementation plan to ensure that they will be
able to achieve full and complete reporting on a
quarterly basis from the first half of 2019.
The deadline for the first CBR submission containing
data for the period January 2016 – June 2016 is
30 June 2017. During 2017 life insurers will not be
required to report on linked and group business,
and non-life insurers will not be required to report
on commercial lines business. Further industry
consultations are planned for the second half of
2017 to finalise these sections of the CBRs.

D. OTHER REFORMS
•

Demarcation regulations on health insurance and
medical schemes: Final Demarcation Regulations
were published by the National Treasury on 23

13

•

Microinsurance: A prudential regulatory
framework for microinsurance has been included
in the Insurance Bill, with the aim of supporting
the development of an inclusive insurance sector
through proportionate regulation and supervision
of microinsurance operations and providers.
The conduct of business regulatory framework
for microinsurers will be included in subordinate
legislation to be issued under the Insurance Acts
and the Financial Advisory and Intermediary
Services Act.

•

Third-party cell captive insurance and similar
arrangements: Certain licensing requirements
relating to third party cell captive insurers have
been included in the Insurance Bill. All cell captive
insurance business will in future have to be
conducted in a separate legal entity and under
a dedicated cell captive insurance licence.
Limitations on who may be a cell owner will be
introduced through licensing conditions. Specific
financial soundness requirements for cell captive
insurers will be given effect to through the SAM
Prudential Standards.
The future conduct of business regulatory
framework will introduce conduct of business
requirements that will impose greater
accountability on cell captive insurers for the
conduct of their cell owners, particularly where
such cell owners perform outsourced functions. A
position paper is in the process of being finalised
following the cell captive discussion paper that
was released in 2013.

14
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Demarcation

Clarifies and Protects
Demarcation regulations in terms of the Long and
Short Term Insurance Acts came into effect on
1 April. This is no joke; the regulations establish a
clear boundary between medical scheme cover,
which is governed by the Medical Schemes Act,
and other types of health insurance, which are
governed by the two insurance Acts. Certain types
of insurance policies that superficially resembled
medical scheme cover will be phased out.
Roseanne Murphy Harris, President of the Actuarial
Society of South Africa, welcomed the regulations.
“Confusion over the benefits offered by health
insurance policies versus medical schemes has
unfortunately resulted in consumers inadvertently
sacrificing adequate medical cover by opting for
products not appropriate for their circumstances.
This confusion also restrained medical schemes
from developing a broader and more sustainable
membership pool, which is crucial for the financial
well-being of schemes.”
The main types of health policies affected are:
•

Gap cover, where a cap has been introduced;

•

Hospital cash plans, where the maximum benefit
has been capped and benefits are paid only after
two days had been spent in hospital, and

•

Primary healthcare policies, which will be phased
out.

“Confusion over the
benefits offered by health
insurance policies versus
medical schemes has
unfortunately resulted in
consumers inadvertently
sacrificing adequate
medical cover by
opting for products not
appropriate for their
circumstances.

According to Murphy Harris, the impacts of these
regulations include the following:
•

Limited commission payable to insurance brokers
on health insurance policies, in order to prevent
mis-selling.

•

Increased protection for individuals against
discrimination.

•

Improved disclosure, as part of the Treating
Customers Fairly principles adopted by the
financial services industry.

who mistakenly believe that the benefits will cover
the costs of hospitalisation, leaving them without
adequate medical protection, and that many
hospital cash plans have paid benefits only after
policyholders had spent as many as four or five
days in hospital.

Murphy Harris says the benefit cap on gap cover
may help to counter escalating healthcare
expenses, because in the past some healthcare
specialists may have increased their fees
according to how much insurers paid, contributing
to medical inflation.

Since primary healthcare policies are considered
to perform the business of a medical scheme,
these products will be phased out. Noting this,
Murphy Harris states that insurers are able to apply
for a two-year exemption under the regulations
in order to protect the rights of policyholders, as
these policies target low-income earners.

She also points out that hospital cash plans have
often been used as low-cost cover by people

(Adapted from Personal Finance, 10 June 2017, and
Actuarial Society media release.)
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Regulatory survey
In the previous two articles, legislative and regulatory changes impacting areas
of traditional actuarial work were discussed.
Based on what you know about these changes, please take a few minutes to
complete this survey.

CLICK HERE TO COMPLETE THIS SURVEY
Significant Impact

Industry

Actuaries

Work for
actuaries

More

Less

Customer benefit

Increased

Twin Peaks
SAM
TCF
CCI
Premium reviews
MCE charges
CBR
Medical
demarcation
Cell captive
Microinsurance
* NOTE: You can also print, fill in, scan and email to SAactuary@actuarialsociety.org.za

Reduced
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31st International
Congress of Actuaries
4-8 June 2018 | Berlin, Germany
Less than one year to go to the opening of ICA 2018!
From 4 to 8 June 2018, the German Actuarial Association, in collaboration with the
International Actuarial Association, will be hosting the 31st International Congress of
Actuaries in Berlin. The organisers have relaunched the website. www.ica2018.org now
includes user-friendly navigation, increased content and other additional features. Details
of the Congress programme, social programme and the Virtual Congress can be found in
separate sections. In the media centre, under “About ICA 2018”, you can scroll through
all publications and announcements, download the logos of ICA 2018 and Virtual ICA
2018 and find the latest list of invited speakers. The newsletter archive contains all ICA
2018 newsletters published so far.
With the new ICA 2018 image gallery you can easily find your selfie among all the submissions
received so far. Just filter the gallery by name and/or country and see your photo. You
can also find the selfies of your colleagues or other participants from your country. And if
you haven’t entered the prize draw yet, don’t forget to send the organisers your picture!

www.ica2018.org
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Can a Ponzi Scheme be
SAM compliant?

In this simple example, a Fellow member
who has asked to remain anonymous
shows how a Ponzi scheme can meet
SAM capital requirements. This does
not mean that SAM is bad, but is a
salient reminder that actuaries need
to remain vigilant and look beyond
the high-level numbers.
Hi, I’m Rob Ponzi, and I’ve been trying to get
an advance on my Aunt Agatha’s inheritance
for ages.
Have a look at how I can get my hands on the
cash without having to wait.

First, I convinced her to take out a single
premium smoothed bonus endowment with
my new life company, Ponzi Life. I’ve heard I
can generate a surplus on day one.
I got my mate, Bob Spongy, to start another life
insurance company, so that we can bounce
the cash around between us, generating
surpluses as we go.

Well, I’m not going to bore
you, I’ll let the numbers do
the talking...
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Ponzi Life
Assets

Liabilities

Spongy Life
SCR

Surplus

Assets

Liabilities

Total
SCR

Surplus

Aunt Agatha invests 100
100

cash

90

BEL

5

5

5

Ponzi invests the cash in a similar product with Spongy and holds the policy as an asset
100

policy

90

BEL

5

5

100

cash

90

BEL

5

5

100

policy

90

BEL

5

5

5

5

10

Spongy does the same investing back in Ponzi
100

policy

90

BEL

5

5

100

cash

90

BEL

5

5

10

10

100

200

180

90

15

And for good measure, Ponzi repeats
100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

cash

90

BEL

5

5

10

10

200

10

10

200

180

180

20

But a recurring premium generates much more surplus for each rand invested
100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

cash

50

BEL

30

20

40

30

200

10

10

300

230

180

40

And Ponzi returns the favour
100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

50

BEL

30

20

100

Cash

50

BEL

30

20

40

30

300

40

30

300

230

230

60

Now Spongy invests in some of Ponzi’s subordinated debt
100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

50

BEL

30

20

100

policy

50

BEL

30

20

100

cash

100

Sub debt

0

-100

Rev sub debt

100

400

230

0

40

130

300

230

40

30

160

And it is time to pay the dividend!
100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

90

BEL

5

5

100

policy

50

BEL

30

20

100

policy

50

BEL

30

20

0

cash

100

Sub debt

-100

-100

Rev sub debt

100

300

230

40

30

0
300

230

40

30

60
100

Dividend

100

0

Sam Ratio

1.75

1.75

Right; well, I’m off to Dubai. The trick with these kinds of financial arrangements is not to hang around for
too long. (Sorry, Spongy, I can’t remember where you put your ticket…)
Jeeves, if my Aunt Agatha calls, tell her I’ve gone to Monte Carlo.
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Virtue, Ethics, Practice
and Education by Anthony Asher
Anthony Asher

When I tell people that I have written a book on ethics in
finance, I either get told that it is an oxymoron, or that the
book must have been short! This is unlikely to surprise you.

The book, Working Ethically in
Finance, has been followed by a
paper in the Annals of Actuarial
Studies arguing that we need to be
more explicit in incorporating ethics
into the education of actuaries.
Apart from the jocular initial
responses, I have faced no explicit
opposition, but support has been
of varying enthusiasm. This also will
not surprise: very few really disagree
with what constitutes ethical ideals.
What is difficult is justifying them from
first principles, as is practising them.
To begin, therefore, one does not
start with justification of virtue,
although we do need some definitions if we
are to understand each other. One place to
start is the traditional list of cardinal virtues: selfcontrol, wisdom, justice and courage. There is
an academic literature showing that they are to
be found in all main religions and cultures. More
importantly, they are required of us if we are to
become and remain professional actuaries. While
we do not necessarily mention self-control and
we use ‘actuarial judgement’ rather than wisdom,
you cannot pass the exams without a fair measure
of both. Justice, which requires giving others their
due, is another way of expressing the need to
act in the public interest, which forms part of our
international codes of practice.
That leaves courage, which is not mentioned
explicitly in the codes, but should be. The UK’s
Financial Reporting Council Actuarial Quality
Framework puts it thus: actuaries should be
“robust in identifying and resisting pressures to
act against their professional judgment or against

the legitimate interests of users or
potential users of their work”. As a
virtue, courage is required to resist
outside pressure on our integrity. It
can require self-control and wisdom,
imagination and preparation. For
those interested, Mary Gentile, the
editor of my book, runs a useful
website Giving Voice to Values,
with several useful case studies.
Traditional education in ethics
places relatively little importance on
philosophical theories of justifying
ethics. It is “educo”, Latin for “leading
out”, of students’ best aspirations
and understandings. It involves
stories (myths or narratives if you prefer) of heroism
and tragedy – of the virtues displayed or betrayed.
What should take place is a transformation not
only of understanding but also of identity. At some
point, we all became actuarial students and then
actuaries. In various ways, we joined the professional
community, having adopted its techniques and
ethical standards as our own. A professional
education system therefore inducts students into
the community by teachers and mentors who are
part of that community. The implication is that an
education system cannot be delivered purely at a
distance or on-line. Interaction with fellow students
and experienced actuaries is critical.
The professional community is defined by its social
purpose. In the case of the actuarial profession, I
see this as the provision of financial security by the
institutions we serve: financial risk management if
you prefer. The virtues of the community contribute
to the fulfilment of its purpose: our individual virtues
similarly contribute to the fulfilment of our vocation.
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Clarifying our vocation is the sub-title of my book,
which requires us to answer the question: “what
do you want to be remembered for?” The answer
should hopefully include being a good actuary
– if not somewhat more. Peter Drucker quotes St
Augustine as saying that asking the question is the
beginning of adulthood. He goes on to say that
you cannot answer it before 25, but if you have
not done so by 50, you have wasted your life!
The fact, however, is that we all fall short both
in our practice of virtue and in clarifying our
own purposes. Education in virtue has to deal
with compromise, failure, guilt, regulation and
punishment. The academic evidence on our ability
to live up to our own standards is not encouraging,
nor is our propensity to rationalise. It is clear that
we are greatly influenced by our peers and
organisational structures.
One challenging example that I think is worth
raising is the propensity of the senior executives to
massage reported earnings. I would be interested
in how many actuaries would not recognise the
scenario I sketch for my students. After 3 weeks of
work on the valuation, you go with your boss to the
14th floor and present the results to the CFO. Before
you know it, you are back in the life with instructions
to find or lose $10 million, and spend the next few
days working on it. The effect is to deceive the
board or the shareholders – possibly both. When I
raise this in classes of part time students, some start
laughing during the first sentence; others fill in the
details of their experiences.
What do I tell them? They would be unwise to
whistle blow; their careers would be significantly
impaired, although they would also be wise to
document their objection in some way. They
should also try to be creative and prepare – as
in the examples by Giving Voice to Values. One
possibility is to prepare the actuarial analyses
of surplus, which should highlight unrealistic
assumptions and unreasonable changes to the
reporting basis. Eventually, however, if this state of
affairs is to change, someone will need to have
the courage to call an end to it.
But we need to prepare for this too. How are those
who are guilty to be treated? We allow deposed
dictators to go to some island to live their last
days in disappointed luxury. How are lesser cries
to be treated? John Braithwaite writes about “reintegrative shaming”. Those who have abused
their positions need to feel shame, and society
needs to recognise it explicitly as wrong. To the
extent that compensation can be made, it should.
Where it cannot, fines are appropriate. However,

once confession of shame and restitution has
been made, we need reintegration. People should
probably not be reinstated, but a return to society
is good for everyone. This is one reason why I am
an enthusiastic advocate of fines and not criminal
punishment for insider traders, where South Africa
has taken something of a lead.
All this does, unfortunately, not end with a justification
of virtue. The acquisition of the traditional virtues
can be justified by their contribution to personal
vocations and the social purpose of the profession,
but we cannot find a logical justification for the
latter. We cannot prove that selfish, destructive
or even inconsistent purposes are wrong. I do
not believe that any logic could stretch that far.
But logic itself needs a justification we cannot

The privilege of belonging
to the actuarial profession
is to know and work with
many others of like mind,
many of whom I would
call friends.
provide. We have to make our own commitments
and construct our own world – subject to the
constraints of nature and the societies in which we
find ourselves. A traditional view of virtues located
in professional communities that contribute to
flourishing societies that mutually sustain them
provides a worldview and vision to which I can
subscribe whole-heartedly.
The privilege of belonging to the actuarial
profession is to know and work with many others
of like mind, many of whom I would call friends. C.
S. Lewis, in his Four Loves, writes:
In a good friendship, each member feels humility
towards all the rest. He sees that they are
splendid and counts himself lucky to be among
them . . . The ancients saw it (friendship) as the
happiest and most human of loves; the crown of
life, and the school of virtue (1977, 77).
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Learning from
our Mistakes:
Why Actuarial
Transformation
Projects Fail
As IFRS 17 preparations kick off, Andries Beukes,
Director of Actuarial Solutions at MBE, explores
why transformation projects in actuarial teams
seem doomed to failure… and how to help them
succeed.
From the day the first life table sprang into
existence, actuaries and insurance companies
have been inseparable. The insurance industry
has developed the actuarial profession as much
as the profession has developed the industry, and
for centuries it was impossible to imagine the one
without the other.
Over the last ten years, however, cracks have
appeared in this union. Before, actuaries not
only developed the technical backbone of the
insurance industry, they also provided strategic
insights at executive levels. Recently, actuaries
have taken on a more compliance-focused role,
diminishing their visibility at and value to higher
echelons of the organisation.
The new generation of actuaries has spent so
much time turning handles and churning numbers
that it is not equipped to contribute to strategic
and commercial goals of insurance companies.
This is not optimal for the companies – which are
paying expensive resources to do work that they
are over- (or sometimes under-) qualified for – nor
for the actuaries themselves, who are not given
a chance to develop their hard-earned skills or
reach their full potential.
IFRS 17 is coming.
Now, more than ever,
transformation is needed: at the level of individual
companies, but also in the actuarial culture. Yet
we frequently see a reluctance from actuarial
teams towards transformation projects.
And,
given the high rate of ultimate failure of these
projects, perhaps this reluctance is justified. But
that doesn’t mean we should give up. In fact, we
should strive to understand why these projects go

Andries Beukes
Director of Actuarial Solutions at MBE

Actuaries not only
developed the technical
backbone of the
insurance industry, they
also provided strategic
insights at executive
levels.

wrong and how we can change our approach
to free up actuarial resources in a way that allows
them to add strategic value.
Here are four chief reasons I believe transformation
projects fail in actuarial teams, and some ideas on
how to address them:

Luke-warm leadership
Perhaps due to their historically privileged position,
many actuaries tend to respond best to other
actuaries. They would not buy into a significant
change initiative unless it was being championed
by an actuary in a leadership position.
In many cases, these leaders do not take enough
ownership of transformation projects. After
approving the budget for a project, they tend to
step back and rely on the process process followed
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by consultants or project managers to make it a
success. This will never work in a culture which,
justifiably or not, respects actuarial authority to the
exclusion of others.
Enthusiasm within teams comes from leaders driving
and taking ownership of a project. Grudgingly
cooperating with nagging consultants is not
enough. To achieve sustainable improvements
and buy-in from everyone involved, actuarial
leaders need to visibly and genuinely believe in
transformation projects – and create the time and
space for their teams to do the same.

No buy-in, no tryin’
One reason that transformation projects don’t get
the buy-in they need is that actuaries are trained
to be autonomous problem-solvers.  This can-do
attitude – and the trust placed in actuarial teams
– may mean that they are not always aware of the
inefficiencies and risks present in their processes
and hence don’t see the reason for transformation.
To obtain buy-in, actuaries need to see a clear
transition plan, including the projected long-term
benefits, in a measurable, tangible format. If they
are going to sacrifice their already-squeezed time
to make these changes, they need to have a very
good idea of what they are working towards. But
articulating a solid outcome is not always easy to
do.
Actuaries know that it is difficult to make predictions
based on limited data. For a start, we need to
know basic metrics of our current state to measure
the success of any transformation project. But, in

my experience, very few companies measure the
simple KPIs that could be used to baseline the
efficiency of operations. How many runs failed
during the previous production? How many hours
does each step of the process take? How many
different sources do we use for the same data?
If we don’t know where we are starting from,
visualising a better state becomes challenging.
Many inefficient processes are swept under the
carpet of “expert judgement”, but actuaries
need to start formalising their processes – however
inefficient they may be – to give themselves the
chance to see the potential benefits of change.
Strong leadership, coupled with buy-in from the
teams, will result in change being embraced as
business as usual long after the process when/of
consultants have left the building.

IT’s complicated
Qualifying as an actuary requires running the
gauntlet of some notoriously tough exams.
The education system covers everything from
commutation functions to communication faux
pas, but fails to give students the IT skills needed
for practical life office work.
Junior actuaries are thrown into the world of
coding and runs, but it’s accepted that the
knowledge required to operate complex models
is something that can be picked up “on the
job”. And the distant, often strained, relationship
between actuarial and IT departments leads to
actuaries working relatively autonomously, bolting
on tactical solutions – which may not be the most
efficient or sustainable approach – as they see fit.

South African Actuary March 2017

23

This might have worked in the past, but the last
decade has seen a surge of complex products
and new reporting standards and regulatory
requirements, which require specialised software
and more computing power. Actuaries tend to
feel that they can solve problems faster and more
efficiently without IT support. But years of bad habits
and lack of investment in IT infrastructure and
relationships have resulted in teetering solutions
that are difficult to support and prone to errors.
It seems that actuarial transformation projects, of
which the upgrade of IT systems and relationships
is almost always a vital component, are likely to fail
until more investment is made in the relationship
between actuaries and IT, or until actuaries formally
become IT specialists themselves.

Too prudent to progress
Many professions revel in the introduction of new
technology to their professions, as it enables them
to be better at their jobs – whether it be in the
operating theatre or on a construction site. Why
are actuaries reluctant to embrace new tools and
techniques, preferring to stick to the old, “trusted”
systems – however inefficient and unsustainable
they might be?
Risk aversion is drilled into actuaries from day one.
The stereotypical actuary is risk averse by nature,
and thus drawn to a profession that methodically
provides for all contingencies. Strict regulation
governing the insurance industry – and the
responsibility of protecting policyholders – ensures
that actuaries do not take any unnecessary risks
in the workplace. This extends to the use of the
technology they use to do their jobs. Transformation
projects may involve the introduction of new
systems which promise to streamline computing
requirements and automate manual processes.
Such claims are often met with mistrust, and
actuarial teams are unwilling to invest in these
solutions. Sometimes it only takes one success
story to have a cascading effect throughout the
industry, but nobody wants to be the first to take
the plunge.
At some point, it becomes risky not to invest in new
technology. A lot of older software is not designed
to cope with the volumes and complexities
of today’s insurance business, and processes
characterised by manual adjustments and physical
handovers are disasters waiting to happen. Fear of
being made redundant by computers may partly
explain this desire to hold on to the past, but, as
the profile of the ‘typical actuary’ evolves, a new,
forward-thinking generation of actuaries can use

technology to propel the profession to greater
heights, instead of diminishing it to one of human
debuggers.
***
To gain the most value from IFRS 17, we need to
start adapting our systems and processes now to
make sure they are sound and running efficiently
by 2021. And we’ll need some well thoughtout transformation projects, backed by strong
leadership, plenty of buy-in and efficient systems,
to get there.

To gain the most value
from IFRS 17, we need to
start adapting our systems
and processes now to
make sure they are sound
and running efficiently
by 2021. And we’ll need
some well thought-out
transformation projects,
backed by strong
leadership, plenty of buyin and efficient systems, to
get there.
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The Changing
Times of Actuarial
Education
Andrew Gladwin
Your sons and your daughters
Are beyond your command
Your old road is rapidly agin’
Please get out of the new one
if you can’t lend your hand
For the times they are
a-changin’
Bob Dylan – The Times They Are
A-Changin’

Modern Times
Anyone who has been involved with the actuarial
profession for any length of time should relate to
the above words of the Nobel Laureate in noting,
and in the case of some students, probably even
bemoaning changes in the content and delivery
of actuarial education. Our sons and daughters –
those from the younger generations – are doing
their actuarial education with different content,
different methods of assessment, and in many
respects, a different philosophy.
The global actuarial profession is now going
through a period of significant change regarding
actuarial education. This has been prompted by
a number of actuarial professional associations
around the world acknowledging that the world
has changed, and what will be needed from
the actuarial profession is also changing very
fast. At a global level, this has been led by the
Syllabus Review Task Force of the International
Actuarial Association (IAA), a structure that I had
the privilege to lead. This Task Force has come up
with a new global actuarial syllabus setting out
a minimum standard that we believe is needed
for someone to be an efficient actuary in the
2020s. This new global syllabus is expected to be
adopted officially by the IAA soon and is already
influencing changes taking place in the syllabuses

of many actuarial associations around the world.
The Actuarial Society of South Africa has already
announced their new curriculum structure, likely
to take effect from 2019, which is in line with the
new global syllabus. It should be noted that the
global syllabus is set at the Associateship level
of qualification, which is seen as the minimum
level at which a person is regarded to have the
knowledge, skills and attributes of an actuarial
professional.

It’s All Good
The new IAA Syllabus has some fairly significant
changes in content and approach from previous
syllabuses. While the list of specific changes may
be quite long, I believe these changes can be
divided into four major areas; some of which reflect
longer term changes within actuarial education.
Increasing the statistical toolkit and professional
focus around big data
“Big data” and “data analytics” may seem like
buzzwords, and some may even dismiss it as a
flavour of the month, but the reality is that, with
ever-increasing computer power and more
information available, data is here to stay. The
industries actuaries work in are using data analytics
extensively, and much of the statistical toolkit
that is in the actuarial syllabuses already allows
actuaries to do a lot of work around data. While
these data analytic techniques are by no means
exclusive to the actuarial profession, I believe that
the professional skills of the actuary are particularly
important in giving the actuarial profession an
important role in data analytics – not only being
able to analyse the data, but also understand
the abuses of data, and the uncertainty and
caveats that need to be placed when drawing
conclusions.
The Global Syllabus therefore includes some
additional statistical techniques, including the
basics of machine learning, as well as covering
professional and risk management aspects of
data. This should allow actuaries to play a leading
role in data analytics going forward.
Increased focus on the delivery skills of an actuary
In past years, it didn’t matter what or how an
actuary communicated; people often accepted
the views of an actuary without question. However,
in 2017, the world is very different – actuaries are
competing with other professionals, there have
been some occasions where actuaries have not
acted professionally and CEOs are looking for
people who have more than just technical skills.
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Indeed, there is sometimes a perception that
actuaries are not good communicators, and even
beyond that, that actuaries are technicians who
can’t apply their thinking appropriately to the real
commercial world.

The Actuarial Society
of South Africa has
been a pioneer in this
aspect of education,
with the normative skills
project culminating in
the introduction of the
Actuarial Professional
Practice subjects. These
cover many of the
delivery skills...

In this respect, actuarial education has
increasingly focused on delivery skills – also known
as normative skills, and sometimes as softer skills –
although the latter implies these skills are easier to
acquire than technical, which someone who has
struggled to pass a communication exam will tell
you is definitely not the case. These skills include,
critically, communication, as well as the concepts
of professionalism and ethics, but also being able
to work in teams, manage projects and think
strategically and commercially.
The Actuarial Society of South Africa has been
a pioneer in this aspect of education, with
the normative skills project culminating in the
introduction of the Actuarial Professional Practice
subjects. These cover many of the delivery skills
discussed above, and integrate them into the
technical learning process as well as work-based
learning. The IAA syllabus has previously focused
on professionalism, but the new syllabus covers a
much wider range of delivery skills, and should assist
in ensuring that actuarial education around the
globe is focused on not just the technical toolkit,
but also on how this technical toolkit is delivered
to users of actuarial services.
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Equipping the actuary to work in a wide range of
fields
One of the most exciting developments in
the actuarial profession globally has been the
increasing number of areas in which the profession
can add value. When I entered the profession, most
actuaries and students operated in Life Insurance
and Pensions. Since then, we have seen Health
and Care, Investments and General Insurance
become important practice areas for actuaries
in South Africa, and even more recently, Banking
and the wider opportunities in risk management
afforded by the CERA qualification. Data
Analytics is another area of opportunity where, as
discussed above, the basic actuarial toolkit will be
strengthened.
As many readers will know, actuarial practice in
Banking, and especially actuarial education, is
another area where ASSA has played a significant
global pioneering role. What is particularly
significant is that, in developing banking education,
it was noted that the current actuarial toolkit
remains very relevant. Basic principles of the time
value of money are just as applicable to banking,
and models used for life contingencies can easily
be used in banking, where loan default replaces
death as the main decrement.
From an education perspective, it is therefore
important that initial actuarial education focuses
on generic skills that can be applied in a wide range
of fields. Context is also important, and actuarial
education should also include an understanding
of a wide range of financial services, so that
practical applications can be taught. The new
IAA syllabus intends to do this by focusing on the
required technical toolkit that can be used in
traditional and new fields of actuarial practice,
while still ensuring that there is an understanding
of economics and the main elements of financial
services.
Specifying the depth required for each syllabus
topic
When the Applied Statistics course was first
introduced into the UK syllabuses in the mid-80s,
I remember the entire syllabus being about nine
words in total, setting out four topics. From a
brevity perspective, this may be commendable,
but from an educational side, this is not very useful
in helping students, teachers and examiners to
understand the depth of knowledge required to
be seen as competent in the topic – when one
specifies a topic such as Risk Theory, one could
require anything from a very superficial knowledge
to doctoral degree mastery of a topic. Setting out
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a syllabus as a list of topics doesn’t help much in
letting stakeholders know what they can expect
from an actuary.
Subsequent UK syllabuses have been a lot more
detailed, and the new IAA Syllabus has now
included far more information around what is
required for each syllabus topic. The IAA Syllabus
uses a revised Bloom’s Taxonomy – a framework
familiar to many educators. This framework includes
both the depth of cognitive process (ranging
from remembering to creating) and the type of
knowledge (including metacognitive, which is a
level of self-awareness around “knowing what you
don’t know”). While the use of Bloom’s Taxonomy
will not be prescribed by the IAA, I believe that
setting out the syllabus in this way will help create
a common understanding of the skills needed by
a qualified actuary.
I do believe in our big data age, where information
is generally easily accessible, that the requirements
of an actuary will move towards higher levels of
cognitive processes and being able to deal with
complexity. However, one needs to be realistic

in one’s expectations – otherwise, the bar to
becoming an actuary will be set too high – and
the new IAA Syllabus contains a mix of the various
types of knowledge and thinking processes.
Noting the importance of the professionalism, and
the professional conduct requirement that one
should take on work that one is not qualified for,
I do think the idea that “knowing what you don’t
know” will be critical to all actuaries, and this is
explicitly set out in the new syllabus.

Bringing It All Back Home
The title of this section may be another excuse
for a Dylan reference, but it also sums up the
important question – what does it mean for
actuarial education in South Africa? Since the
commencement of ASSA’s own education system
in 2010, a key focus has been on a world-class
system with full international recognition. At the
same time, we are very aware of the need to
transform the South African actuarial profession to
reflect the make-up of South African society.
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The new IAA Syllabus has provided an opportunity
to review our qualification, especially at the
Associateship level, which is covered by the IAA
Syllabus. At this level, our syllabuses have previously
followed the UK profession’s syllabuses, and the
Education Board and Council have agreed that
this should largely continue, given the technical
nature of these subjects. The UK profession have
brought through the new content in a number
of subjects, particularly on the statistics, and
ASSA will largely follow this approach. In terms of
normative/delivery skills, ASSA already does more
than required by the IAA Syllabus.
Details of the ASSA changes have been
communicated already, and it is not the function of
this article to repeat this detail. However, it is worth
setting out briefly the areas in which we will use
the syllabus changes to accelerate transformation
while rigorously maintaining our high standards:
•

The syllabus and tuition material for Actuarial Risk
Management will be adapted to ensure that
it is relevant for the South African environment,
practice and products.

•

The Contingencies and Financial Mathematics
subjects will be kept separate, rather than
combined as in the new UK structure, as we
believe this approach will better suit our South
African education needs.

•

Our delivery/normative approach will remain
distinct from the UK approach, using our Core
Actuarial Professional Practice subject and
introducing Foundation Actuarial Professional
Practice to ensure a lifelong learning of these skills
alongside the technical subjects.

•

Where it is sensible from a resourcing and cost
perspective, we will localise the setting and
marking of exam papers for the earlier subjects.

Things Have Changed
The changes that are taking place across the
world in actuarial education should allow the
profession to provide thought leadership in an everincreasing number of fields. Our future actuary will
be a professional with good mathematical skills,
armed with a powerful technical toolkit and the
competencies needed to deliver the professional
promise. This future actuary will be part of a fastgrowing profession, adding value in a number of
different areas, and making a real difference to
the world. The transformation of the profession
from “someone who knows how to calculate life
insurance premiums and reserves” to a person
who can model, understand and communicate
financial and other risks will then be complete.

Our education challenge
is to continue to show
thought leadership
globally, maintain high
standards and also to
make the education
system relevant to,
and accessible within,
an environment that is
ultimately uniquely South
Africans
The dynamic South African environment has
sparked a lot of innovation and international
thought leadership on the actuarial side, and our
banking practice area and education has sparked
significant international interest. Our education
challenge is to continue to show thought
leadership globally, maintain high standards and
also to make the education system relevant to,
and accessible within, an environment that is
ultimately uniquely South African – and in doing
this, meet our transformation imperative.
The education changes globally and in South
Africa will take the profession forward. But, if it is a
cliché that the pace of change is increasing, it is
also true. While we implement the current syllabus
changes, we also need to think ahead to allow for
new fields of knowledge as well as improved ways
to deliver education and assess competence.
Things have changed, but the actuarial education
times will keep on changing.
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HEALTH WARNING:

Education can be a poverty trap!

Nelson Mandela said that education is the
most powerful weapon one can use to
change the world. There cannot be any
doubt, however, that low quality education
can become a poverty trap that can cause
inequality to grow.
•

More than 20% of schools have vacancies for maths
and science teachers in Grades 10 to 12.

•

In addition, many teachers assigned to teach maths or
science, by their own admission, are not competent to
teach these subjects.

•

Most teachers have to aim their lessons at the level of
the majority in the classroom, frustrating those who are
not at the same level. This leads to underperformance
by the brightest students and non-performance by
those unable to keep up.

•

The partnership between the Actuarial Society
Educational Trust and Paper Video eases the burden
on teachers, and also provides learners with high
calibre virtual tutors.

•

No internet required.

•

Learners can watch experienced teachers talk them
through past papers as often as they like.

•

The new subject maps help students identify areas and
concepts to which they should pay more attention.

•

Donors qualify for S18A certificates.

•

Help us help more children to escape the poverty
trap. Contact Paper Video (Chris Mills, 072 347 6154,
chris@papervideo.co.za) or the Actuarial Society
Educational Trust (Mike McDougall, 021 504 4651,
mmcdougall@actuarialsociety.org.za)
and
make
education a powerful catalyst for change in more
children’s lives.
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Student Corner Stephanie da Silva
EXAM RESULTS:
The SLC would like to wish all students the best of luck for receiving their exam results.
We hope you remember what Babe Ruth once said:

“You just can’t beat the person who won’t give up”
Exam

Results Date

Published to Academic Record

A100 & A200

Thursday 29th June 2017 – 6pm

Friday 30th June 2017

A301

Friday 7th July 2017 – 6pm

Friday 7th July 2017

A302

Friday 7th July 2017 – 6pm

Friday 7th July 2017

F100

Friday 7th July 2017 – 6pm

Friday 7th July 2017

F106 (UK based)

Thursday 13th July 2017 – 6pm

Friday 14th July 2017

F200

Friday 14th July 2017 – 6pm

Friday 14th July 2017

A REMINDER AS TO THE RESOURCES
AVAILABLE TO HELP YOU WITH STUDYING:
We have listed some of the tools to help with getting through the
ASSA exams, as well as snapshots of how to navigate the ASSA website (www.actuarialsociety.org.za) to find out more information.

• 2017 SYLLABUSES GUIDE
Student Zone

Educational requirements

2017- Syllabuses

• REGISTRATION PROCESS FOR EXAMS
Student Zone

Educational requirements

Examination policies, fees & registration

Exam Entry

• EXAM COUNSELLING FOR A301/A302/F100S/F200S/A420
Student Zone

Educational requirements

Examination policies, fees & registration

Student Counselling

Examination policies, fees & registration

Audit of an Exam Script

• AUDIT OF EXAM SCRIPTS
Student Zone

Educational requirements

• FELLOWSHIP TUITION COURSES
Student Zone

Educational requirements

Fellow tuition

• F100 UNIVERSITY COURSES
Contact the ASSA Office +27 21 509 7814

• ONLINE SUPPORT COURSES FOR F100S AND F200S
Contact the ASSA Office +27 21 509 7814
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Current topics SLC has
been addressing:
The SLC has been working hard to address any
student concerns raised via our social media
platforms as well as the SLC inbox. Transformation
is a topic being discussed widely within ASSA and
the SLC continues to involve themselves in the
various discussions to ensure the student’s voice is
heard. We have seen a big change with the new
curriculum release and we hope that it will lead
to greater success among the students along their
academic journey. Please feel free to connect with
your SLC so that we can ensure we are engaging
with all students.

We hope to see everyone
at the upcoming SLC quiz
night:
We are planning our annual SLC QUIZ
NIGHT which will be hosted toward
the end of August 2017. Keep an eye
out in your inbox for the invitation.

Something for fun…

HOW MANY
SQUARES ARE IN
THE PICTURE
Answer: see back page

A reminder to stay connected with your SLC:
slc@actuarialsociety.org.za
“Actuarial Society of South Africa – Student Liaison Committee”
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“Do Something
Easy – Become
an Actuary”
PETER BIEBER

“Why don’t you do something easy and become
an actuary?” That simple but misleading question
from a famous maths professor in 1946 launched
a very successful actuarial career. Young Peter
Bieber had just turned down a scholarship to
continue his mathematical studies at Oxford as he
needed to be able to financially support his family.

He started work at Old Mutual in December 1946
and remained there until he had to retire at age
60 in 1985. His first salary was £12 6s 8d per month.
(At today’s exchange rate that would be about
R215!) Although he acknowledges that he did
not find the road to qualification as easy as his
professor had suggested, he qualified in 1952 –
being the first South African who started his studies
after WWII to qualify.
Mr Bieber was born in Germany in 1925, where
his father was a portrait photographer who had
amongst his clients all the royal courts of Europe
(he had taken the last family portrait of the Tsar
of Russia and his family). As his father was Jewish,
they fled Germany in 1938 and settled in Cape
Town with only £25.
At age 13 he started at Groote Schuur school
in Newlands, unable to speak either English
or Afrikaans. By the time he was 21, he had
mastered both languages, acquired a degree in
mathematics and, during the war years, lectured
junior students while he was completing his degree.
Over this time, he had mastered both English and
Afrikaans to such an extent that he was asked to
take minutes for the Old Mutual executive board,
whose meetings at the time were conducted
alternatively in English and Afrikaans. He was the
only person below General Management level
allowed into the board room!
When he qualified in 1952, he was one of eight
qualified actuaries employed at Old Mutual. As
such, he had the opportunity to be involved in a
wide range of initiatives and projects. Amongst

By the time he was 21, he had
mastered both languages,
acquired a degree in
mathematics and, during
the war years, lectured
junior students while he was
completing his degree
the first of these was his involvement in the planning
and coordination of Old Mutual’s move from the
city centre to Pinelands. “The idea was that the
proposal would come in at one end, and the
policy would go out at the other,” he remembers.
“The Records section, with all the files, was in the
middle, and staff working there used to go around
on roller skates.”
In an office environment that few can imagine
today, the tools of the actuarial trade were
calculating machines and punch cards. “Imagine
the annual valuation and bonus declarations!
The first bonus declaration on with-profit policies
in which I participated, took place in 1952. There
was a card for each policy. We punched in the
amount of the bonus that was to be paid, and
one could look through the holes to see that they
were truly the same.”
Soon after he had qualified, Mr Bieber was tasked
with improving Old Mutual’s accounting system.
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also remembers that the instructions had to be in
binary.

The first big computer was
Univac. There were 125 tapes
– first run-through took some
120 hours, and could only
be done once a month. We
did everything – maturities,
surrenders, death claims,
premium updates, etc, in one
run to 150 instructions.
“I was sent to the various Old Mutual branches
to develop, as General Manager Tom Murray
put it, an accounting system that worked. We
operated on a pre-debiting system for monthly
premiums. This meant we were printing receipts for
monthly premiums before the date of payment,
and sent these to our 23 branches and roughly
65 agencies. Imagine the work involved monthly
in printing the receipt, and redirecting invoices
from Johannesburg Central to the various mining
agencies!” This project took him abroad where he
spent six months researching accounting systems.
He returned with the recommendation that Old
Mutual acquire computers. “But not one of these
small hybrids between an accounting system and
a computer. The first big computer was Univac.
There were 125 tapes – first run-through took some
120 hours, and could only be done once a month.
We did everything – maturities, surrenders, death
claims, premium updates, etc, in one run to 150
instructions. The memory was not big enough, so
every procedure had to be put on tape. We had
roughly 200 000 policies at the time.” Mr Bieber

Old Mutual opted for the National Cash computers
and ordered 340 of them. “They produced a tape
that printed the policy number, the amount and
the date. We moved from a pre-debiting system
to this new accounting system. It was a massive
change. This unfortunately meant that some 80
women lost their jobs. By selecting those who
were approaching retirement age, however, we
managed to treat them very gently and nobody
was really dismissed.”
At that time, each policy document had to be
physically signed by a designated signatory. Mr
Bieber was one of the two designated signatories
for Old Mutual. Every Thursday afternoon he spent
signing policies. When asked for a specimen
signature he had provided a full signature. “So,
I had to do the full signature on every policy.
I should have shortened it!”
From 1945 to 1960, medical aid type business was
very competitive – with Old Mutual and Sanlam
competing aggressively for market share with
pricing and benefit changes. There was ever
mounting pressure at the time on the then chief
actuary, Dick Lloyd, and his assistant, Peter Bieber,
to increase benefits. However, when the bubble
inevitably burst, the full responsibility for the losses
was laid at their door. They were both censured
and had their salaries capped for five years. “That
was when our children had started going to school;
it wasn’t easy. I received attractive offers from
other companies. I felt that we had been treated
unfairly, but office politics played a part in that.”
This setback did not dent his career, as in August
1965 he was appointed Investment Manager for
Old Mutual. “Believe it or not, we had only one
person looking after all Old Mutual’s money,
both in South Africa and abroad. The authority
Old Mutual was prepared to give to one person,
was surprising.” He held the position for 19 years
and built a substantial and successful investments
team.
During his final two years, he was tasked with
building the strategy for Old Mutual’s business
in Africa and the then homeland areas. This
required him to travel extensively at a time when
white South Africans were not widely welcomed.
“The big problem was that I only had a South
African passport. Having been born in Germany,
I approached the Germans, but they told me my
father had renounced my German citizenship in
1942. Of course, that was when I was joining up.
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BIEBER
EARNS
£12 6s 8d
per month

BIEBER SENT
TO DEVELOP
ACCOUNTING
SYSTEM

BIEBER
SETTLES in
the CAPE
with £25

TO SUBSCRIBE CALL 021 509 7814

TO SUBSCRIBE CALL 021 509 7814

TO SUBSCRIBE CALL 021 509 7814

If I had not renounced my citizenship, I could
have been shot as a traitor. Someone offered
me a Panamanian passport, but I did not think it
was appropriate for a general manager at Old
Mutual to travel on one of those. Because I was
working closely with the Zambian Government
and President Kaunda at the time, he offered me
a Zambian passport. I was due to visit Zambia on
a Monday. On the preceding Sunday night, the
South African Defence Force bombed a Zambian
village near Victoria Falls. President Kaunda then
felt it would be inappropriate to give a Zambian
passport to a South African.” Through this work he
met extensively with President Kaunda and other
African leaders, which led to Old Mutual being
able to continue to service existing policyholders,
even if they had to close new business operations,
and to Old Mutual providing considerable support
in the development of the insurance industry in
Africa.

Following his retirement
from Old Mutual, Mr Bieber
was president of ASSA for
two years at a time when
presidential terms were
generally one year.

Other than the introduction of computers to the
South African insurance industry, Mr Bieber was
responsible for the JSE-Actuaries indices. Many
argue that the two greatest achievements of
ASSA during its first 50 years were the development
of mortality tables and the development of the
indices. “The Mortality Tables”, Mr Bieber recalls,
“were of great value to actuaries. The Index was
not necessarily aimed at actuaries, but I think we
helped South Africa’s share and bond markets to
be accepted internationally much sooner than
had been the case with some other countries.” In
1989, Mr Bieber was awarded the Murray Medal
for his work on the indices. The Murray Medal is
the highest honour ASSA can bestow on any of its
members.
Following his retirement from Old Mutual, Mr Bieber
was president of ASSA for two years at a time when
presidential terms were generally one year.
When he entered the actuarial profession, it
was regarded as an excellent introduction to a
business career for intelligent people. He offers the
following advice to those who have just entered the
profession: “Try to complete your studies quickly,
so they do not hang over you for too long, but
look wider than the traditional areas of actuarial
involvement. An actuary is someone who analyses
issues and situations. Whether you are dealing with
a technical financial problem or an engineering
issue, there are so many opportunities to use your
actuarial training and mindset. Use your studies to
broaden your thinking.”

ACTUARIAL SKILLS

critical in assessing the risks of
global climate change
December 1938

The role of the actuary is to quantify and manage future
risk to ensure that organisations are prepared to manage
potential challenges.
Environmental and social risks and their potential effect on
a company’s bottom line are no exception. For example,
global climate change affects life assurers because it
influences mortality rates through an accompanying
increase in extreme weather events, with resulting effects
on vector-driven diseases, water, air and food qualities,
migration and civil conflict.
Actuarial skills are therefore increasingly recognised as
critical in assessing the risks of global climate change,
with actuaries becoming involved in a number of critical
projects. In the United States and Canada, for example,
the actuarial profession has recently launched the
Actuarial Climate Index to measure variability in climate.
Work on the extension of this index to cover Europe is
already under way.
In the UK, the Institute and Faculty of Actuaries (IFoA) has
addressed the issue of claims for damages caused by
contributors to climate change. The IFoA has also signed
a statement by the Overseas Development Institute
(ODI) urging the G20 Governments to honour their longstanding commitment to phase out fossil-fuel subsidies.
A working group of the International Actuarial Association
(IAA) is currently researching the effects of global climate
change on mortality. A member of this working group
has further been selected as part of an expert panel
advising the European Commission on policies targeting
sustainable finance, specifically within the context of the
Capital Markets Union.
The IAA is also involved in the Warsaw International
Mechanism, tasked by the United Nations Framework

C/o Old Mutual Office 2, 2nd Floor West End Mall,
Jan Smuts Drive, Pinelands 7405
P.O. Box 4464, Cape Town 8000
Tel: +27 21 509 5951/52
Email: SAactuary@actuarialsociety.org.za

Convention on Climate Change (UNFCCC) with riskmanagement approaches to loss and damage
associated with the adverse effects of climate change,
including slow-onset impacts such as sea-level rises.
Both the IAA and the IFoA have submitted responses to
the Task Force on Climate-Related Financial Disclosures
established by the Financial Stability Board, an international
body that monitors and makes recommendations about
the global financial system.
Furthermore, the IAA is working on the regulation and
pricing of carbon emissions, the effects of climate
change on government budgets, and the usefulness
and limitations of insurance as it relates to the effects of
climate change on vulnerable populations. In light of the
Paris Agreement, the IAA has already drafted a paper
on the monitoring of progress towards the stabilisation of
CO2 concentration in the atmosphere.
The IAA is additionally collaborating with the United Nations
Environmental Programme’s Principles for Sustainable
Insurance and with the Organisation for Economic Cooperation and Development on disaster recovery.
It is clear that the actuarial profession sees the need to
embrace all three domains of the triple bottom line –
environmental (or ecological), social and economic. In
recognising this, the IAA is also extending its knowledge
on ecological economics and on formulating measures
that can be used for environmental, social and economic
accountability by entities in both the public and private
sectors.

South African Actuary March 2017

35

Society News
Under New Management
Committees make up the engine room of the Actuarial
Society. Without the work done by volunteers in
committees, the Society would probably not have
survived for almost 69 years. The organisation and its
members owe a debt of gratitude to the members
and chairs of the various volunteer structures.

There is Life in our Healthy
Seminars
The annual Life Assurance Committee seminars
were well attended, with some 480 delegates
showing up in Cape Town and Johannesburg. The
programme included discussions and presentations
on Blockchain Technology, Market Conduct Risk,
Critical Illness Trends in Asia and Australia, Practical
implications of IFRS17 and others. The implications
of the outcomes-based CPD Scheme for holders
of practising certificates was discussed as well.
Similarly, some 150 delegates attended the
Healthcare seminar, where various regulatory and
technological developments were discussed.
And, as indicated below, delegates were blown
away at the Investments Seminar …

MORE MANAGEMENT MATTERS
Hard to believe, but the next round of Council
elections are not too far off. Prof Roseanne
Murphy Harris completes her term of office at the
end of the year, as do Council members Tobé
Hope, Johann le Roux and Nico van der Colff.
Nominations for Council members and Presidentelect will be invited before mid-August … less than
two months from now. So, please start thinking
about candidates (including making yourself
available for election). The Society and actuarial
profession are facing very exciting, but very
challenging, times and need the right leaders to
meet the opportunities and challenges that lie
ahead.

At the Council meeting in May, Council approved the
appointment of Nyasha Mapolisa as Chair of Actuaries
without Frontiers. Nyasha has a solid background
in product development and marketing, which will
be very useful in respect of AWF’s financial literacy
initiatives. She succeeds Divya Babu, who has been
chairing AWF for the past three years.
Council also approved the appointment of Wim
Loots as Chair of the Compensation and Damages
Committee. As a consultant, Wim has experience of
both plaintiff and defendant work, including Road
Accidents Fund work. Wim succeeds Megan Carswell,
née Butler, who has chaired the committee for three
years and assumed a new position as manager of Mr
Peter Carswell, FASSA, with effect from 18 February
2017.
Many thanks, once again, to Divya and Megan, and
best wishes for joyful and fulfilling terms to Nyasha and
Wim.

Maths
Matters
Actuarial Society member
Athi Rwexu is about to
launch SigmaX, an app
that introduces learners
to the use of maths in their
daily lives. Graphics and
animations are used to
help learners understand
the various concepts
and assist them in seeing how everything fits
together. The programme is aimed at developing
an appetite for maths among learners and to help
them see it as a subject that can be fun, rather
than a monster. The “Quizzical” at the end tests the
learner’s knowledge.
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Beating a Retreat
The US postal service unofficially promises that
neither snow nor rain nor heat nor gloom of night
stays these couriers from the swift completion of
their appointed rounds. Not being blind followers
of American culture, we heeded the warning
sounded by the hotel that would have hosted the
Investments Seminar on 7 June, and cancelled
the event. This emanated from a storm warning
that caused the Western Cape Provincial
Government to close schools for a day. 24 schools
were damaged in the storm, more than 820
informal dwellings were damaged and a number
of trees were uprooted. We would suggest even
the President of the United States would have had
his hairdo ruffled. It seems like appropriate action,
therefore. The seminar has been postponed until
18 September.

Sound the Trumpet
In the teaser for the world premiere of South African
Actuary, we asked:
Who are the 4 people on the cover?
Special bragging rights to the first person to name
them all, identify the common denominator and
give the correct date for each of them!
The answer was:
South African firsts, with years of qualification
• First African woman actuary:
Ndivhuwo Manyonga, 2005.
• First woman actuary: Pat Wood,1955.
• First African male actuary: Ranti Mothapo,
2004.
• First male actuary: Tienie Louw, 1921.

And the first correct answer we
received, was from … drum roll …
Sanjay Bhana!
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Honours for the Best Project
The Research Committee is responsible for
adjudicating the various research prizes of the
Actuarial Society, including the Discovery prize
for the best honours project at a South African
university.
Ashton Millar and Jaryd Nesbitt, from the University of
the Witwatersrand, won the 2016 prize for A strategy
based investigation into South African interest
bearing variable-term unit trust performances for
the period 30 November 2001 to 31 March 2016.
This paper investigates the performance of South
African interest bearing variable-term unit trusts in
relation to their investment strategy. The Committee
found the paper interesting to read and thought
that the analysis of relative performance in the bond
market is original, in light of the lack of research in
this specific area.

The Committee made special mention of another
Honours paper that impressed them, viz. The
predictive power of relative price-to-earnings and
relative dividend yields by Michal Bosch and Francis
Gill from the University of Stellenbosch.

Early Bird is Getting Restless

Maths Foundation

Registration for the Convention, to be held on
17 and 18 October at the Sandton Convention
Centre, has been open for some time. Kindly note
that standard registration fees apply until Monday,
31 July 2017. Late registration fees apply from 1
August. Visit www.actuarialsocietyconvention.org.
za to obtain more information on the programme
and to register. And then be sure to plan your
attendance and be there!

Divya Babu has been representing the Actuarial
Society on the board of the South African
Mathematics Foundation for two years. She is
heading for The Old Smoke, however, and will be
succeeded by Soshan Soobramoney. Soshan is a
former Chair of the Transformation Committee, and
has such a passion for maths that he studied Maths
III through UCT … while he was working … and after
he had qualified as a Fellow!

Reaching Out
Actuaries without Frontiers is hosting an opportunity
for members to reach out to the Trinity Children’s
Centre, a non-profit school for disadvantaged
children in Mitchells Plain. The school relies heavily
on donations for funding.
The event involves taking children to the Cape Town
Science Centre on 25 July. Volunteers also have the
opportunity to pack lunch packs at Mutual Park
on 24 July. If you have any games, toys, books or
stationery (aimed at children aged between 4 and
11), please feel free to drop these at the Actuarial
Society’s offices at Mutual Park by not later than
24 July.
Please contact Avenia to ensure your participation
in this event: ALalla@oldmutual.com.
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Annual General Meeting, 2017
The 2017 Annual General Meeting of the Society
was held on 21 June. As has become the norm
in recent years, the meeting was conducted
by videolink, with Prof Roseanne Murphy Harris,
President, chairing from Johannesburg and
Council member Tjaart Esterhuyse assisting from
Cape Town.
Council’s annual report and the audited financial
statements for 2016 were approved at the meeting.

MICHAEL TICHAREVA
Chair of the Actuarial
Society’s Education Board

Honorary membership of the Actuarial Society
was awarded to Wim Els, for his unstinting efforts
beyond the call of duty to serve the Society over
the last 20 years and the passion and commitment
he has devoted to the transformation of the
Society. Honorary membership of the Society was
awarded in 2003 for the first time, and this was the
twelfth award.

A key outcome of this
engagement is that
the Actuarial Society of
Zimbabwe will look more
closely to align to the
Actuarial Society.

Crossing Borders
Michael Tichareva, Chair of the Actuarial Society’s
Education Board, represented the Society at the
annual conference of the Actuarial Society of
Zimbabwe, where he made a presentation on
building a world-class actuarial education system.
A key outcome of this engagement is that the
Actuarial Society of Zimbabwe will look more
closely to align to the Actuarial Society. They will
look into being more involved in the university
education system and other relevant initiatives.
The involvement of South African actuaries and the
Society will be crucial to the success of this process.

Screenshot of Mickey participating in the
ProPEL Conference.

President Roseanne Murphy Harris attended the
conference of the Actuaries’ Institute, Australia, in
the last week of May. She used the opportunity
to discuss various issues of mutual interest with
Institute leaders, and results include initiatives for
closer collaboration on education between the
two organisations.

explored opportunities for closer collaboration,
and returned with some thoughts on programme
elements and structure that we can consider in
our own events. Even as a Life actuary, working
for an accounting firm, Peter found the content of
great professional and personal interest.

At the same time, President-elect Peter Withey
represented the Society at the Spring meeting
of the Casualty Actuarial Society, the latest
organisation with which the Society had entered
into a mutual recognition agreement. He, too,

Mickey Lowther participated in a ProPEL
(Professional Practice, Education and Learning)
Conference in Stockholm, and returned with a
handful of useful ideas on the implementation of
outcomes-based CPD.
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Chasing and Talking
to the Little White Ball
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The annual Golf Day provides an opportunity for
not only networking, but also for supporting maths
education in South Africa, as all profits from this event
are donated to the Actuarial Society Educational
Trust. This trust supports learners from previously
disadvantaged communities.
The 2017 Golf Day was hosted at De Zalze, just outside
Stellenbosch, with Liberty and MMI as headline
sponsors. The event was summarised as follows by
one player: “The Actuarial Society Golf Day is always
enjoyable, well planned and of high standards. It is
one of the Society events I dare not miss!”

PERFORMERS OF THE DAY INCLUDED:
Longest Drive – Hole 15:
Winner: Craig Townsend

Straightest Drive – Hole 2:
Winner: Nick Wells

Nearest to the pin on Hole 9:
Winner: Phillip Matlakala

Nearest to the pin on Hole 16:
Winner: Julius Jeppe

THIRD PRIZE WINNERS:
Company Name

Player 1

Player 2

Player 3

Player 4

Prudential Investments

Bernard Fick

Christo Geyer

Johan Geldenhuys

Darius van der Walt

SECOND PRIZE WINNERS:
Company Name

Player 1

Player 2

Player 3

Player 4

Liberty 1

Nalen Naidoo

Sameer Modan

Gideon Maas

Kavindra Naidoo

Company Name

Player 1

Player 2

Player 3

Player 4

RGA

Gustav Jenkins

Eugene Kruger

Jared Godwin

Lynne Molloy

FIRST PRIZE WINNERS:
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Book review –

Thinking in
Systems –
A Primer

by Donella H Meadows, published by
Chelsea Green Publishing.
Actuaries have a somewhat unique attribute in being able
to study fields just adjacent to the field of actuarial science;
and so over the years I have been attracted to learn more
about “systems thinking”. Much of what an actuary does
is in the field of complex systems and so applying a formal
systems thinking approach can only be useful to our work as
actuaries.
After several attempts at a finding good foundational book, I
came across Thinking in Systems – a Primer. This is an excellent
book! It is really unusual in that in its few short chapters it
not only gives a basic introduction to the mechanics and
processes of systems thinking; but then, almost subtly, the
author brings into focus pearls of wisdom from “master
systems thinkers”. Some of the later chapters in the book are
quite profound.
It is also important to understand the history of this book
as an aid to appreciating the book itself. So, is this a new
book? Yes and no. Donella Meadows was part of a team
of researchers and teachers in the field of systems thinking
who produced globally relevant work over several decades.
The current edition was published posthumously in 2008, but
this is an edited version of a draft manuscript completed by
Donella Meadows in 1993. The manuscript itself was based
on several writings from the author that date back to the
seminal book she co-authored in 1972 called The Limits to
Growth, which is itself worth reading. The latter book was
widely read and translated, has been both praised and
vilified and is now somewhat back in vogue as part of the
essential reading to understanding our global ecosystem
and its sustainability.
With that background, I should quote the author’s own
definition of a system:
“A system is a set of things – people, cells, molecules, or
whatever – interconnected in such a way that they produce
their own pattern of behaviour over time.”
While there is no one single definition of systems thinking, the
author does have this wonderful explanation of the “why?”
of systems thinking:
“ At a time when the world is more messy, more crowded,
more interconnected, more interdependent, and more
rapidly changing than ever before, the more ways of seeing

the better. The systems-thinking lens allows us to reclaim our
intuition about whole systems and
•
•
•
•

Hone our abilities to understand parts;
See interconnections;
Ask ‘what-if’ questions about possible future behaviours;
and
Be creative and courageous about systems redesign.”

That description could have been written yesterday!
The book is in three parts. Part One introduces systems
at a deceptively basic level. It also introduces systems
nomenclature and basic systems diagramming techniques.
(The actuarial control cycle comes easily to mind.) But the
reader very quickly sees the complexity of systems behaviour
over time, even in apparently simple systems. (The behaviour
of insurance funds and medical care systems come to
mind.) Critical aspects of systems behaviour are explained
via feedback processes and information flows. Concepts
of balancing and stabilising and goal-seeking structures
are explained. Of great value in the book are the practical
examples interwoven with the theoretical concepts. A range
of typical systems is presented in her so-called “systems zoo”.
Elements of behaviour within systems are explored. Several
examples describe population dynamics, including fertility
and mortality. The author shares insights into modelling; for
example: “Model utility depends not on whether its driving
scenarios are realistic (since no one can know that for
sure), but on whether it responds with a realistic pattern of
behaviour.” Models of investment and capital are explored,
as well as extraction of resources and, importantly, the
impact of technology on systems over time.
Having dealt with the basics, Part Two explores in some
depth the behaviour of systems themselves. Resilience,
self-organisation, hierarchy (of systems), dynamic systems,
system surprises, linear thinking in a non-linear world, system
boundaries and bounded rationality and finally system
traps and opportunities. (All of these behaviours seem
highly relevant to the actuary wanting to understand the
management of risks and opportunities.)
Part Three of the book is titled “Creating Change – in Systems
and in Our Philosophy”. Here we get at last to the leverage
points – places to intervene in a system. But beware of
jumping in here to where the author talks about living in a
world of systems. The profundity in this last part forces the
reader back to the beginning of the book, realising that we
may have understood little on the first reading of it. This is a
book to be both read and studied.
While in some places the examples in the book may appear
somewhat simplistic, it is a pleasure to read a technical book
that has stood the test of time; while still provoking the reader
to deep thought at every turn.
This book will not be found easily in bookstores and my version
was purchased via the Kindle bookstore.
Reviewed by Peter Doyle
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Actuarial Baker
Andrew Dore did members of the Society proud when he participated in The Great South
African Bake Off in 2015. According to media reports, he twerked on everyone. But that may
be fake news. On to the real stuff: we asked him to share a recipe for comfort food with us.
Andrew: The smell of cinnamon emanating from a toasty oven on a cold winter’s evening
does a lot for my spirits. Cinnamon rolls are a favourite indulgence. A table of friends, a
glass of merlot, and a freshly-baked tray of these tasty treats are all I need to unwind from a
long day at the office.

Comfort Food: Cinnamon Rolls
What do you need?
Dough

Filling

Frosting

500g white bread flour
80g Melted butter
10g instant yeast
200g brown sugar
1 teaspoon salt
3 tablespoons cinnamon
250ml full cream milk		
60g brown sugar		
80g butter, softened		
2 large eggs		

What do you do?
• Sift the flour into a medium-sized bowl. Add the
yeast to the one side of the flour, and the salt to the
other. (DO NOT place the salt and the yeast on top
of each other, as this will kill the yeast.)
• Add the milk, the softened butter and the eggs
to the flour and mix to form a wet, sticky dough.
Knead the dough for approximately 5 minutes.
• Transfer the dough into an oiled bowl, cover with
a damp cloth or cling wrap and place in a warm
spot in your home. Leave the dough to rise until
it has doubled in size. (This should take about an
hour, but could take longer if it is particularly cold.)
• Once the dough has doubled in size, turn the
dough out onto a floured surface and roll into a
rectangle of approximately 40cm by 50cm.
• Combine the melted butter, sugar and cinnamon
for the filling and spread evenly over the surface of
the dough.
• Along the long edge, tightly roll the dough to form
one long sausage-shaped piece of dough, with the
cinnamon mixture forming a spiral inside.
• Using dental floss, wrap the floss around the dough,
and swiftly pull each end to cut the dough into

115g butter
55g cream cheese
1 teaspoon vanilla extract
180g icing sugar
Pinch of salt

3cm sized pieces. (Trust me, this is an amazing little
trick.)
• Place these pieces in an oven dish greased with
butter, leaving space for them to rise again. Cover
the oven dish with more cling wrap, and set aside
to prove for another 30 minutes.
• Place the oven dish into an oven preheated to
180C and bake for 20 minutes or until golden
brown.
• Meanwhile, beat the ingredients for the frosting
together. First beat the butter, cream cheese,
vanilla and salt until they are fully incorporated.
Then sift in the icing sugar and beat until all lumps
have disappeared.
• As soon as the cinnamon rolls are removed from
the oven, spread the frosting over the top of the
rolls and serve at the Actuarial Society Office
immediately. If there are left overs (I doubt) these
can always be heated up in a microwave, and
enjoyed a few days later.

The Office will gladly provide a test,
analysis and evaluation of all readers’
attempts.
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We caught up with Chris Cherry (FASSA),
a lecturer in Actuarial Science at Wits
University, after he finished 26th at the
2017 Comrades Marathon up run in a
time of 6:06.

and position. Though, every ultramarathon completed
provides a great sense of achievement. During longer
races, there is inevitably a stage where the body starts
giving in and you need to run with your heart. It hurts,
but it’s also a very spiritual experience, leaving you with
immense pride when you cross the finish line.

Why did you start running?

What would you say are the main things that helped
you do so well in the recent Comrades?

I’ve always loved sport and did some cross-country at
school. During varsity years, squash was my preferred
exercise fix, but when my sister, Caroline, came 6th at
Comrades in 2014, I decided to give the long distance
running thing a go. I ran my first Comrades in 2015 – my
most painful experience yet.

Yeah, I definitely apply some of the skills I’ve learnt,
though the application is not typically actuarial. Excel
and stats come in really handy in my training analysis,
constructing my programme and my race pacing plan.
I often joke that I love running so much because it gives
me so much data to analyse. Many a true word is said
in jest.

Honestly, I’ve been blessed. I know many people who
put in huge amounts of effort and things don’t quite
work out. The biggest thing, I believe, is the consistency
in training. Running is a patient game – you can’t force
improvements too quickly because the body needs to
recover between key sessions or blocks of training. I also
see my analytical background as a strength on race day.
I carefully study the route and prepare my racing plan
taking into account the difficulty of different sections
of the race route and the paces I could hit in certain
key training sessions. However, ultramarathons seldom
go to plan – before the race I try to stay positive and
think about what motivates me, so I can draw on that
when the going gets tough. There is no replacement for
simply digging deep and pushing on.

How many Comrades have you completed?

How many Comrades are you still planning to run?

Do you ever apply your actuarial knowledge to the
planning and executing a marathon?

Three. 2015-2017.
What do you see as your greatest success in the
marathons you have run?
Definitely my most recent Comrades, based on time

That’s a question my wife and I revisit each year. It’s a big
commitment to train for an event such as Comrades,
especially at a high level. Godawilling I hope to do at
least a few more.

v

South African Actuary March 2017

Send us your thoughts and
comments. Click Here
www.actuarialsociety.org.za

Solution to “how many squares are there in this picture from Student Corner: 40

25

