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Actuaries

Risk is Opportunity.”

Crisis of 2009
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Causes of the Crisis (U.S. Perspective)

Subprime mortgages

Collateralized debt obligations and
other complex instruments

Interdependency and correlation of
risks

Excessive leverage



Causes of the Crisis (U.S. Perspective)

Over-rellance on models, data,
probabilities

lliquidity
Incentives to take risk
Regulatory issues









Forewarning

Credit spreads

Derivatives

Housing prices

Whistle blowing — Harry Markopolos
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The Next Crisis?

Double bounce (‘W’ shaped recession)
Inflation, declining dollar

Increasing cost of health care
Demographic changes



The Next Crisis?

Underfunded retirement benefits
Climate change
Growth of government

Are there signs that we are ignoring?
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What Are We Doing About It?

As consultants and employees: Advising
companies, increasing awareness

As actuaries: New CERA credential

As researchers: Developing new tools

(e.g., value-based models, stress testing,
FMEA)

As reqgulators: Systemic risk framework
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Soclety of Actuaries

We're committed to China

Looking to support research, education
here In China in ERM, and more broadly
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