THE ACTUARIAL SOCIETY OF HONG KONG


PRESIDENT’S REPORT 2010

Members, it is my pleasure to present this President’s report nearing the end of another busy year for the Actuarial Society of Hong Kong (ASHK) and a fascinating year for Hong Kong and the global community.  
The Year in Review

In some ways it is tempting to say that the most notable thing about 2010 was that it was not like 2008 or 2009. Financial markets stabilized significantly, and we in Asia appear to have left the worst of the financial crisis behind us. Headlines have changed, thankfully for the most part away from the major bankruptcies, layoffs and corporate losses we saw only a year or two ago. In their place we see reports of “austerity measures”, “quantitative easing”, and “Euroland bail-outs” from the United States and Europe, whilst in Asia we have witnessed mega-IPOs, the influx of overseas capital, strengthening currencies, and even the first signs of rising inflation. We can be thankful to live and work in a part of the world which is generally still positive, optimistic and growing, but can surely expect a few surprises and challenges ahead of us as the world as a whole still adjusts to the post-crisis environment.

This has also been a year of significant regulatory discussion, with the insurance and pensions industries debating changes to financial reporting, and draft standards being released by the IASB in respect of both insurance and pensions liabilities. Both are far-reaching, game-changing, and subject to some uncertainty when applied in Hong Kong and elsewhere in the region. We as actuaries in Hong Kong should be vigilant in following the development of these standards and energetic in submitting our thoughts and responses, both to the IASB and to the local accounting and regulatory bodies. This year has also seen significant work carried out in Europe by the bodies tasked with introducing Solvency II. This has had a direct impact on some companies operating in Hong Kong, but it is also being followed closely by the Insurance Authority and other regulators across Asia. Whilst we might not see an unamended version of Solvency II introduced in Hong Kong, it seems highly likely that Hong Kong will adopt an updated set of solvency standards in the future which will at least be heavily influenced by the thinking underlying Solvency II. Again, we will do well to keep abreast of the latest developments in this area.
It is now my pleasure to share with you aspects of ASHK’s activities and the Council’s work in 2010. With your support, the Council has been able to formulate a number of strategies to lead ASHK over the next few years. We have focused our energy on a range of initiatives - carrying on with the statutory body project, working with regulators and the industry in reviewing various AGNs, initiating courses to develop the soft skills of actuaries and delivering a full slate of CPD events in different practice areas to help members meet their CPD requirements. In addition, the ASHK responded on behalf of its membership to the request for comments from the Insurance Authority on its proposals to become an independent body, offering generally strong support for this initiative.

With respect to the ASHK’s initiatives to become a statutory body, this year has seen intensive discussion on the draft Memorandum and Articles of Association, with Council and smaller groups arranging several special meetings to discuss both the full drafts and certain key areas. We have also gained clarity from our legal advisors on the structure of certain areas of the documents, which have enabled us to focus on completing the fundamentals of the documents whilst keeping flexibility to make changes to certain areas which are likely to evolve in the near future. Such an area is the definition of a Fellow and Associate, which we would like to align more closely with definitions used by the IAA, but which is still the subject of some clarification. The ASHK is now in a good position to prepare a final draft of the Memorandum and Articles next year; these will be circulated to members and the process of becoming a statutory body will move into its more formal stages. At this point I would like to thank Mr Peter Luk, who stands down from Council this year, for his tireless work in moving this initiative to its current stage today.

I will now give a brief update on the activities of the other committees of the Society during the year.

Asia Regional Support Committee: this Committee was newly formed in February this year, with its objective to provide support to actuaries working in Hong Kong who have an Asia regional role. In its first year, it has investigated the latest mortality tables and investment market information for key Asian markets, and has sent a letter to actuarial societies across Asia introducing the Committee and requesting support to peer review the information and future analytical reports. It has had supportive responses. Links to these Asian actuarial societies as well as to Asian regulators were published on a new page on the ASHK website in November, as were links to the local solvency and reserving rules in each jurisdiction. A summary of these solvency and reserving bases is under development for publication next year.

China Committee: Through the China Committee, the ASHK has assisted in the general development of the actuarial profession in mainland China and provided on-the-ground assistance to the International Actuarial Association in its relationship with the China Association of Actuaries. A highlight has been that in September the CAA submitted its application to the IAA for full membership, and following a number of exchanges in November, the IAA formally recommended to its 62 full member associations to approve the admission of the CAA. It is anticipated therefore, that the CAA will become a full member of the IAA shortly. In May this year the CAA also proposed that a formal Memorandum of Understanding be entered into by the ASHK, the CAA and the Actuarial Institute of Chinese Taipei.  The MOU has not yet been signed but in fact there is already a high degree of understanding between the three professional bodies. Furthermore, considerable assistance was rendered during the year by a number of Hong Kong actuaries to help revise the CAA’s syllabus as well as translation of text books.

Education Committee: The Committee met its objectives for the year which covered liaising with other actuarial associations offering international actuarial examinations, in particular the Chinese actuarial exam centre in Hong Kong, to assist developing local education seminars and projects for members to fulfill CPD requirements, and to assist in the development of education for actuarial students and actuaries in Hong Kong. This year the Committee also performed a thorough study on the recognition of overseas qualifications and the issuance of “Practicing Certificates” for offering actuarial opinions in Hong Kong. A report was submitted to the Council in September and the committee will continue this project in the coming year. The ASHK, together with the Society of Actuaries, the Casualty Actuarial Society, the Institute and Faculty of Actuaries, and the Institute of Actuaries of Australia participated in the Education and Career Expo to promote actuarial education and profession to the public. A note of thanks goes to the many volunteers and students who devoted their time and energy in supporting the event.

Experience Committee: In 2010, the Experience Committee focused on the completion of the Hong Kong Assured Lives Mortality and Critical Illness Experience Study, in order to provide an update based on the mortality and critical illness experience in the life insurance industry of Hong Kong covering the period of 2002-2006. Preliminary results were sent out to companies in 2009.  Further results were analyzed and the final results were presented to industry in an evening talk in November.  The final written report will be available for download on the ASHK’s website within a few weeks. The successful completion of this valuable study would not have been possible without the data contribution and immense support from all 23 participating companies.  In particular, the dedication and hard work of the individual members primarily on the Experience Committee who were involved in collating and analyzing the data is much appreciated.

General Insurance Committee: the focus of the Committee this year has been on the impact on the general insurance industry of the financial crisis and the future challenges faced by the industry, and on the proposed healthcare reform in Hong Kong. The former has resulted in an article in the ASHK Newsletter based on interviews with various companies, and the latter in an evening talk attended by members of both the ASHK and the HKFI. 
Investment and Risk Management Committee: the Committee has continued to promote the role of the actuarial profession in the risk management area this year with a focus on education and experience sharing. The Regional Risk Conference in Macau in the early part of this year proved a great success with 240 participants from across Asia. The Committee also organized a sharing session on currency mismatch management, and recently conducted breakfast training on stochastic modelling and calibration.

Life Insurance Committee: During 2010 the committee continued working on a number of key areas of guidance to appointed actuaries and actuaries responsible for liability valuation, including the supplement to AGN3, an update to AGN7, AGN8, and guidance on benefit illustrations. The supplement to AGN3 covers statutory reserving for life insurers and has been updated to take account of the Circular Notice on the reinvestment yield as well as members’ feedback, whilst AGN7 relates to Dynamic Solvency Testing and has been refined following suggestions and feedback from members both before and after the financial crisis. The AGN3 and AGN7 work streams will be circulated to the membership of ASHK for a second round of consultation.  This consultation process is expected to be initiated shortly. AGN8 will be removed; this guidance note covers the determination of reserves for Class G guaranteed MPF and ORSO business, and has effectively been superseded by the more detailed requirements issued by the MPFA. With respect to benefit illustrations, a joint working group has been formed in conjunction with the HKFI, and work will continue on this into 2011. The Committee also engaged with the OCI, and agreed on a process to review the Circular Notice issued in December 2008 on reinvestment yield assumptions under the Insurance Companies Ordinance in Hong Kong. In November the 10th ASHK Appointed Actuaries Symposium was held, covering a range of topical subjects; as usual it was well received.

Membership and Publications Committee: In 2010, there were 2 issues of the ASHK newsletter in May and October respectively, with another issue following this month. The theme of the May newsletter was Asia, which included an introduction to newly formed ASHK Asia Regional Support Committee, a publication from Asia Insurance Review on the “Recipe for operational success in Asia”, and contributions by the actuarial societies in Australia, Chinese Taipei, India, Japan, the Philippines and Singapore. The October issue gave updates on the work of the various ASHK committees, whilst the December issue will the more exotic areas of actuarial work with contributions by actuaries working in non-traditional areas (i.e. areas other than insurance and pensions).

Professional Matters Committee: During 2010 the Committee developed drafts of new by-laws covering CPD and Expedited Due Process. The CPD by-laws would impose mandatory CPD requirements on all fellow members of the Society. The Expedited Due process by-laws would provide a means for Standards and Guidance Notes to be adopted on a temporary basis based on expedited procedures when a three quarters super-majority of the Council votes to do so. The proposals were exposed for comment to the general membership and over fifteen comments were received on the two proposals. The Committee is currently reviewing the comments and will make a recommendation to the Council in early 2011. There were no disciplinary matters that came before the Committee during 2010.

Retirement Schemes Committee: During the year, the committee has produced a revision of the Professional Standard 2 (PS2) for circulation in the New Year. It has also submitted a paper on behalf of the ASHK responding to the IASB on its Exposure Draft ED/2010/3 which will have a major effect on company disclosure in respect of their retirement schemes. Discussions have also taken place in Hong Kong concerning longevity risk and the ageing population; this will become an important issue for all of us to consider much sooner than many of us would imagine. 

Climate Change Working Group: this group was established in 2007, with an aim of reflecting and researching on how actuaries can allow for climate change in their daily work. It ran a survey in 2008 to gauge members' views on climate change, and has since performed work to collate existing academic and industry research (conducted both locally, in the ASPAC region, and further afield), and to provide an executive summary for the membership.

Throughout 2010, there have been many opportunities for members to network and meet CPD requirements locally and regionally - luncheon meetings, evening talks, the Risk Management Regional Conference in Macau, the Annual Dinner, Joint Regional Seminars in Asia, soft skills courses, etc etc. The ASHK was represented at the International Congress of Actuaries in Cape Town and the IAA Meeting in Vienna. All these could not be achieved without the tireless support and dedication of Council and volunteers who devoted their time, resources, and ideas to ASHK.
ASHK is in good financial standing. We contributed US$2,500 to the IAA Fund in aid of the development of the global actuarial profession. A further HK$450,000 has been earmarked as the remaining legal fees pertaining to the statutory body project. For your information, the schedule of completed and expected future payments is as follows:

1st Payment:
HK$50,000 was paid upon signing the contract with the legal firm in 2008;

2nd Payment:
HK$170,000 expected to be paid upon the initial presentation of the Bill to Legco;

3rd Payment:
HK$170,000 expected to be paid upon the conclusion of the Bill Committee stage; and

Final Payment:
HK$110,000 expected to be paid within one month of passing of the Bill at Legco.

Our membership growth has been steady. We now have 840 members, of whom more than 490 are Fellow members.

The detailed membership figures are shown as follows:

	
	Membership



	
	As at 12/05
	As at 12/06
	As at 12/07
	As at 12/08
	As at 12/09
	As at 12/10

	Fellows
	283
	318
	358
	415
	437
	494

	Associates
	113
	127
	125
	149
	167
	168

	Students
	150
	167
	200
	170
	161
	178

	Total
	546
	612
	683
	734
	765
	840


The occupational split is as follows:

Insurance/reinsurance companies


610


Consulting firms (insurance and/or retirement schemes)
  

159

Others (including government and investment firms)
  
         66
     
Unknown
  
          5

    
  
840

Conclusion

When I assumed the Presidential role at the beginning of the year, I encouraged members especially Fellow members of the Society to step forward and contribute towards our profession, by participating in various ASHK activities like meetings, seminars, surveys, social events, by volunteering our service to various committees and working groups, by working with ASHK in different ways playing an active role in our areas of expertise, and even by running for Council positions. I am heartened that many of us have responded to the call for volunteers and have chosen to give back to the profession in a very meaningful way. Like myself, I am sure you have been rewarded by the enriching experience gained through such service to the Society and by the satisfaction from the fact that we do make a difference.

I would like to thank our members, our volunteers, our honorary legal advisor and honorary auditor, the Council and staff members of ASHK for the support and guidance I have received in my role as President. In respect of the Council, I would like to mention those who served this year:


Committee
Council Member
Asia Regional Support Committee
Mr Trevor Kreel


 & Mr Nigel Ke

China Committee
Mr. Stuart Leckie

Education Committee
Prof Chan, Wai Sum

Experience Committee
Mr. Tony Cheng

General Insurance Committee
Mr. Chye, Pang Hsiang


 & Ms Queenie Hui

Statutory Body Project Committee
Mr. Peter Luk 

Investment & Risk Management Committee
Ms. Wong, Ka Man

Life Insurance Committee
Mr. Foong, Sai-Cheong


 & Mr Jeremy Porter

Membership & Publications Committee
Ms. Sim Ng

Professional Matters Committee
Mr. Peter Duran

Retirement Schemes Committee
Mr. Jack Mak

Secretary & Treasurer
Ms. Sim Ng

I would also like to especially thank Mr. Foong, Sai-Cheong, Immediate Past President, and Mr. Jeremy Porter, Vice President, for their wisdom and advice on a number of important issues during the year. I am sure that the ASHK will progress well under the leadership of Mr. Porter, our President for 2011. I would like to close by thanking you again for the opportunity to serve you as President in 2010, a role I have been honoured and proud to perform. I wish you all a merry Christmas and best wishes for a successful 2011, and look forward to seeing you at many ASHK events in the near future. Thank you.

Simon Walpole

President

16 December 2010
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