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Call for Articles or
Views for the
next issue of
Newsletter

While all articles are welcome, we would especially like to receive articles for the Feature
Articles and Knowledge Sharing sections. If you have written any inspiring articles or have
read any interesting articles from other actuarial organization(s), please feel free to let us
know. We will try to reprint the article(s) in our newsletter to share with our members. For
the above issues, please e-mail your articles or views to Simon Lam by email at
slam@munichre.com or ASHK’s office by email at actuaries@biznetvigator.com.
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To help our members better
understand the fast-changing
global trends and practices and to
provide coverage over more
regions where some of our
members practice in, this volume
features Global Actuarial Update
II as a continuation from Volume
3 of 2014. We are very lucky to
have the support of the actuarial
societies in China, Canada,
Malaysia and the Philippines in
providing us with the most up-todate insights from the region. The valuable contribution from
our actuarial counterparts is much appreciated.
Apart from that, it is our pleasure to have an interview with
Honorary Professor George C.M. Ma from the Department of
Statistics & Actuarial Science of HKU to share with us about
the potential growth of the pension industry in Hong Kong and
how we may better capture the trend as actuaries.
As usual, we are thankful to every member for their treasured
opinions for the ASHK. In response to the suggestions
collected from our membership survey, the topic of our
coming issue will be General Insurance. Should you be
interested in sharing something about this area of expertise,
please contact me at slam@munichre.com. Your helpful
contribution for every member in the profession is most
welcome.
I would like to extend the warmest gratitude to everyone in the
ASHK office their indispensable contributions to the
newsletter. With everybody’s effort, we are certainly going to
continue striving forward in serving our ASHK members.
Enjoy reading and have a happy summer!
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P.28

Best Regards,
Simon Lam
EDITOR

Disclaimer: This publication is provided for informational and educational purposes only. The Actuarial Society of Hong Kong makes no endorsement,
representation or guarantee with regard to any content and disclaims any liability in connection to the use or misuse of any information provided herein.
This publication should not be construed as professional or financial advice. Statement of fact and opinions expressed herein are those of the individual
authors and are not necessarily those of the Actuarial Society of Hong Kong.
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Volume 2 / 2015 - Council Update

Stuart H. Leckie
O.B.E., J.P., FIA, FSA
ASHK International (China) Committee Chairperson

1. Participation
I attended the IAA Meetings in Zurich from 8 to 12 April 2015.
There were 325 participants, a record number out of approximately 60,000 actuaries who are members of a
Full Member Association of the IAA.
Particularly pleasing was the fact that a record number of participants from Asia attended:Singapore
Hong Kong
Taiwan
China

1
3
5
6

Korea
Japan

2
11
28

(Stuart Leckie, Estella Chiu, Wilbur Lo)
(one of the China participants gave a presentation to the Life Committee on
C-ROSS)

2. Hong Kong Joint Office
I had a meeting with all the joint office partners, who expressed general satisfaction with the work being done
by the joint office here. I reported that the new office accommodation arrangement with ASHK being the
lead tenant had been implemented as planned. I mentioned that it is likely ASHK will recruit a new junior
staff member in the coming months.
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3. IAA Structure
See the above organization chart – the IAA has a complex structure, which results in a plethora of committee
meetings.
Below are brief notes on the meetings I attended.
4. International Panel Discussion
“From Commutation Numbers to Market Consistency”. This was a discussion organized by the Swiss
Association of Actuaries about the different development of life insurance in Europe, UK, US, Australia and
Switzerland over the last 40 years.
5. Pensions and Employee Benefits Committee
A key concern is the extent and duration of ultra low interest rates. Indeed there are currently several
European economies with negative short term interest rates. Separately, it now appears that elderly
mortality has stopped improving in the U.K.
6. Advice and Assistance Committee
This Committee is charged with helping developing actuarial associations mature into Full Member
Associations of the IAA in due course. Mention was made of activities in Myanmar, Sri Lanka and Malaysia.
There will be an IAA Fund meeting in Bangkok in November 2015.
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7. The IAA
This was a briefing session whereby Fred Rowley, IAA President, walked through the modus operandi of
the IAA.
8. Resource and Environment Working Group
(a) This session focused on the impact on actuarial work of climate change and environmental
degradation.
(b) I have a paper on Climate Change and Natural Resource Security, if anyone wishes a copy.
9. Presidents’ Forum
(a) There is a proposed new syllabus for actuarial examinations. Comments should be made prior to 15
July 2015.
(b) An update on the new IFoA Certified Actuarial Analyst qualification was given.
(c) A Swiss Re actuary gave a presentation on the Actuarial Perspective on Systemic Risk.
10. Council
(a) The IAA received CAD400,000 as surplus from the 2014 International Congress of Actuaries in Cape
Town.
(b) There will be no increase in subscriptions this year.
(c) The IAA leadership will consider conducting a survey of all individual actuaries.
(d) The President in 2016 will be Malcolm Campbell from Sweden.
(e) There was a presentation by Felix Hufeld, Chairman of the Executive Committee, International
Association of Insurance Supervisors.
(f) The Romanian Actuarial Association has been accepted as a Full Member Association.
11. Standard-Setters Round Table
This Committee is charged with encouraging the use of International Standards (ISAPs) by every FMA,
provided of course such a standard does not conflict with the relevant country’s laws or regulations.
ISAPs 1, 2 and 3 are approved; ISAPs 4, 5, 6 and 7 are being worked on.
12. Next Meetings
The next IAA meeting is scheduled to be held in Vancouver on 14 – 18 October 2015.
There will be a Life and Health Colloquium in Oslo, Norway in June 2015.
There will be an ASTIN, AFIR/ERM and IACA Colloquium in Sydney in August 2015.
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China Region Committee

Actuarial Institute of Chinese Taipei

Upcoming Events
ASHK Evening Talk, 17 August
“Highlights of the Gen Re DD Experience Study 2008 -2012”
Date:

Monday, 17 August 2015

Time:

6 - 8 pm

Venue:

KPMG Office, 23/F, Hysan Place, 500 Hennessy Road, Causeway Bay, Hong Kong

Speaker:

Dr. Wolfgang Droste, Actuary (DAV), General Reinsurance AG
Wolfgang is Chief Advisor Asia. During more than 31 years with Gen Re, he held various
positions on the life-health and property-casualty side in Cologne and overseas, notably more
than 22 years in Asia where he was in charge of Gen Re's life/health reinsurance operations.
Wolfgang relocated to Germany at the beginning of 2015 from where he continues to support
Gen Re's activities in Asia.

Introduction:

Gen Re's 6th experience study covers 5 years' experience from South Korea, China, Hong
Kong, Malaysia, Singapore, Indonesia and Australia. 85 companies provided 1.2 million
claims and more than 100 million lives in force.
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By China Association of Actuaries

After decades of development, China's insurance industry has made great progress. In recent years, it
develops strongly with increasing market entities and growing vitality. The modernization construction of the
insurance regulation improves steadily. China's insurance industry has been standing on the starting point for
a new development and is facing unprecedented development opportunities. This article will introduce China's
insurance market, China's insurance regulation and the China Association of Actuaries (CAA) being in this
special historical opportunity period respectively. (Note: Only for the purpose of this article, the “China”
pointed out excludes China’s Hong Kong, Macao and Taiwan.)
China's Insurance Market in 2014
By the end of 2014, the number of China's insurance institutes is 146, including 136 insurance companies and
10 insurance group holding companies. In these insurance companies, there are 65 property & casualty
insurance companies and 71 life insurance companies. Besides, China has 8 reinsurance companies, 18
insurance asset management companies and thousands of professional intermediary companies.
In 2014, China's premium income reached 2023.481 billion yuan, which increased 17.49% over 2013. It’s the
highest since the 2008 global financial crisis. The P&C premium income of 2014 was 720.338 billion yuan with
15.95% increase over 2013. The life insurance premium was 1303.143 billion yuan with 18.2% increase over
2013. By the end of 2014, the total assets of insurance industry is 10159.147 billion yuan with 22.57% increase
over beginning of 2014. The total assets of P&C companies/ life insurance companies/ reinsurance companies/
assets management companies were 1406.148 billion yuan/ 8248.72 billion yuan/ 351.356 billion yuan/ 24.064
billion yuan, respectively. And the increase over beginning of 2014 was 28.52%/ 20.86%/ 67.00%/ 26.14%,
respectively. The operation efficiency of the whole industry grew significantly and the expected profit of the
companies was 204.66 billion yuan, which increased 106.4% over 2013 and was record high. The insurance
funds earned 535.88 billion yuan, which increased 46.5% over 2013 and was also record high. The investment
yield rate was 6.3% and the composite rate was 9.2%, which increased 130bp and 510bp respectively over
2013. By the end of 2014, the net asset of the whole industry is 1.3 trillion yuan, growing 56.4% than beginning of
2014, embodying the capital strength was enhanced obviously.
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The year of 2014 is a historical one for China’s insurance industry. In August and November of 2014, the State
Council issued “Opinions on Accelerating the Development of Modern Insurance services” and “Opinions on
Accelerating the Development of Commercial Health Insurance” in succession. The 2 “Opinions” focused on the
modernization of national governance system and capacity, made comprehensive plans for the reform,
development and regulation of insurance industry in a new period. They also put forward strategic objectives on
accelerating the construction of world insurance powers with systematic support policies and would speed up
the development of modern insurance services rising as national will. All of these would open a new chapter for
the rapid development of insurance industry and its prosperous future, and have milestone significance in the
history of insurance industry development.
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China Insurance Regulation: Keeping pace with the Times
The China Insurance Regulatory Commission (CIRC) was established in November 18, 1998. In recent years,
based on industry realities, the CIRC conducts insurance regulation and promotes insurance industry
development at a high level. It also recreates on the basis of international experiences study and absorption. The
modern insurance regulatory system includes but not limit to the regulatory framework, laws and regulations,
systems and rules. The system not only conforms to the reality of our country, but also converges with
international standards, not only adapts to China's insurance industry development phase, but also develops
toward the future.
In 2015, the CIRC will launch significant reforms
in the following three aspects. First, steadily
promote the premium rate reform of auto
insurance, universal life insurance and
participating life insurance, etc. In early
February, 2015, the CIRC issued “Opinions on
Deepening the Reform of Management
Systems
Concerning
Commercial
Auto
Insurance Clauses and Rate”, marking the
official launching of the reform on vehicle
commercial insurance rate which is highly
concerned; Then, in the middle of February, the
CIRC issued “A notice on Reform Matters of
Universal Life Insurance Premium Rate Policy”.
In the light of the thoughts, “Let go of the front
end and hold the back end” (which means,
reduce the administrative approvals beforehand
and strengthen the regulation during the
processes), and based on the completion of
reform on ordinary life insurance premium rate,
the CIRC steadily advances the reform of
universal life insurance premium rate policy.
Subsequently, the CRIC will continue to reform
the premium rate of participating life insurance steadily, striving to achieve all-round marketization on the life
insurance premium rate. Second, promote the implementation of China Risk Oriented Solvency System (in short
“C-ROSS”). The CRIC officially released 17 supervisory rules of the “C-ROSS”, and “A notice on Matters
Regarding the ‘C-ROSS’ in Transitional Period”, indicating that the “C-ROSS” entered a transitional period
hereafter. The CIRC sets the transitional period in a flexible and elastic way, and will decide the overall switching
time in line with the trial operation during that period. These embody that the “C-ROSS”, at an international level,
with independent intellectual property, has been basically built, and the solvency supervision on insurance
industry has entered a new historical stage. Third, continue to deepen the reform of marketization on the use of
insurance fund by means of making specific support policies, providing guidelines for insurance funds to be
better invested in pension and health services industries, investing directly in new-type urbanization,
shantytowns transformation, scientific and technological enterprises, small and micro enterprises, strategic
emerging industries, etc. Rely on market-oriented operation mechanism to establish a trading platform and a
management center for insurance assets of the whole industry and to invigorate the existing insurance assets.
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The CAA: Servicing Industry Development
China Association of Actuaries (CAA), established on November 30, 2007, is a national organization of China's
actuaries industry, whose current president is Mr. Dongsheng Chen, Chairman and chief executive officer of Tai
Kang Life Insurance Co., Ltd. By February 11, 2015, the CAA has 700 fellow members.
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The CAA's primary functions are as follows: drafting actuarial practice standards, formulating and implementing
industry self-disciplining system, organizing China’s actuary qualification examinations, training and further
educating the actuarial professionals, educating, regulating and supervising the individual members on their
professional ethnics and practice disciplines, organizing business communication and carrying out theoretical
research, coordinating internal and external relations of the industry, maintaining the legal rights of its members
as well as promoting international exchange, propagandizing actuarial profession and publishing professional
journals, etc.
To enhance the professional standards of actuaries and support industry development, the CAA actively
organizes and carries out theoretical researches. The ongoing researches are as follows: research on actuarial
standards of practice, compiling the third set of mortality table of China assured lives, discussing longevity risk
and mortality improvement model, promoting the implementation of measuring the net premium table on auto
insurance, participating in the construction of the “C-ROSS” and in the work of industry simulation tests, carrying
out research on the primary risk factors of main types of property insurance excluding auto insurance, etc.
To strengthen the continuing education and communication of individual members, and enhance the
professional standards and professional attainment of actuaries, the CAA continues to carry out various
communication and discussion activities. For example, cooperates with the CIRC in the “C-ROSS” training,
hosts actuarial annual meeting, regional joint actuarial seminar, a series of actuarial lectures, symposiums and
so on. All of these have provided opportunities and platforms for members to widely discuss the hot and frontier
issues of the industry.
The CAA became a full member of the International Actuarial Association (IAA) in December 2010 and the 12th
actuarial organization member of the East Asian Actuarial Congress (EAAC) in February 2013. It pays high
attention on the communication and exchange with other actuarial organizations. It has established relations
with more than ten actuarial organizations and will further cooperate with them in the aspects of research
collaboration, education and training, certification, etc.
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Jacques Tremblay
BScAct, FCIA, FSA, MAAA
President
Canadian Institute of Actuaries
The actuarial profession in Canada is constantly adapting to the changing political, economic, and social
climates, and 2014 was no exception.
The Canadian Institute of Actuaries (CIA), the national organization of the profession across Canada, worked on
numerous new and continuing initiatives designed to highlight the work of actuaries and ensure that their role as
the leaders in risk management is emphasized to politicians, regulators, and other key figures.
Strengthening relationships
Outreach is an essential activity in a marketplace as diverse, both geographically and socially, as Canada’s.
Members of the CIA leadership routinely meet business leaders, government ministers, and stakeholders to
discuss issues of mutual interest or stress the benefits of actuarial thinking to issues that may be of provincial,
national, or international importance.
For instance, in only the past few months:
*

CIA members participated in a round-table meeting of pension experts and the Minister of State
(Finance) to discuss issues like the future regulation of target benefit plans.

*

Controversial plans to restrict the sharing of the results of genetic testing with insurers prompted a
strong response from the CIA. Besides meeting with the Office of the Privacy Commissioner of Canada
to comment upon the detrimental effects of such a ban, the CIA also testified before the Standing Senate
Committee on Human Rights to explain how the Institute’s in-depth research had forecast that insurance
premiums could rise dramatically if insurers were unable to access results of genetic tests that had
previously been conducted by insurance applicants.

*

Board members have met other North American actuarial organizations, among others, to explore
avenues of collaboration in areas like professionalism, ethics, and policy issue management. Work with
the Society of Actuaries on such topics as our Cross-Border Discipline Agreement continues to pay
dividends.

*

Non-actuarial organizations have also benefited from the CIA’s input, and we are always seeking new
opportunities to raise actuaries’ profile in non-traditional areas. Enterprise risk management (ERM) is
becoming an increasingly important sector for actuaries, and the CIA recently met the Global Risk
Institute in Financial Services to exchange information on our respective missions and the roles that
actuaries play in managing and mitigating risk.

Strategies for education
Education is an essential part of the CIA’s strategic plan, and 2014 witnessed various developments that will
reinforce the importance of students joining the profession as soon as possible, and make it easier for actuaries
to develop throughout their careers.
Scholarships are being established to promote graduate-level studies in actuarial science and position the CIA
as a promoter of actuarial
research. They will also stimulate original research and promote the transfer of new
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Our evolving education strategy positions the CIA as an education body within the North American and global
environment, building on the success of our University Accreditation Program (UAP), which allows students (who
meet rigorous criteria) to earn exemptions from certain preliminary actuarial examinations. Although the program
is still in its early days, it has generated great interest among students, and has been welcomed by the 11
universities that have been accredited thus far by the CIA. The UAP has also achieved recognition from several
actuarial organizations, and our education staff and volunteers continue to work on achieving further recognition.
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A valued contributor
Its role and reputation have made the CIA an important source of opinion and guidance for policymakers and
politicians, and the Institute is frequently consulted on new legislation. Its most recent submissions have covered
such topics as:
*

The financial health and sustainability of municipal defined benefit pension plans;

*

Changes to the country’s bankruptcy and insolvency rules, and the regulations affecting companies’
creditors;

*

Target benefit pension plans; and

*

Improvements to accounting standards for private enterprises.

The Institute has also been playing an increasingly vocal part in policy developments affecting people further
afield: for instance, it has contributed to work on the latest International Standards of Actuarial Practice (ISAP)
and International Financial Reporting Standards (IFRS), and offered its expert advice to such bodies as the
International Association of Insurance Supervisors, International Actuarial Association, and the International
Valuation Standards Council.
Looking forward
The CIA’s hundreds of volunteers stand ready to respond to whatever developments might arise both in Canada
and abroad to affect actuaries and their employers and clients. In the coming months, members of the CIA will
consider such issues as:
* The growing importance of healthcare as an actuarial practice area—CIA members have already
contributed to studies of provincial healthcare costs, and the impact of Canadians’ increasing longevity
will cause many health-related organizations and others to seek actuaries’ input.
*

International regulatory changes, such as the introduction and implementation of new phases of IFRS
and new ISAPs.

*

The effect of the sustained low-interest-rate environment.

*

Climate change and the role actuaries can play in managing the risks caused by climate-related
disasters. A new CIA committee recently began work to investigate the key climate change subjects and
analyze the range of experts’ opinion.

*

The CIA is a key contributor to actuarial research: its Research Committee regularly produces papers,
reports, and more that further knowledge on topics of specialized or more general interest. Its current
slate of projects, many of which are due for completion in 2015, covers such subjects as:
·

Long-term health-care trends;

·

How to advance ERM in Canada;

·

Workers’ compensation and occupational diseases;

·

Predictive modelling;

·

Post-retirement medical costs; and

·

Regulatory and operational risk.

A great celebration ahead
Besides the business of representing the thousands of actuaries working in Canada and elsewhere, CIA
volunteers and its Head Office in Ottawa are also busy preparing for a great celebration: the organization’s 50th
anniversary in March 2015. The occasion will be marked by a gala event in Canada’s capital in the summer, plus
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Kelvin Hii
FIAA, FASM, FSAS
Vice President
Actuarial Society of Malaysia
KelvinHii@lonpac.com
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Charlene Lee
FIA, FASM, CERA
Council Member
Actuarial Society of Malaysia
charlene.lee@towerswatson.com

M&As in the Insurance Sector
The insurance sector in Malaysia has seen numerous acquisitions in just the last three years, causing major
changes in business operations and shifts in resources. The M&A activities include:
Year
2012
2012
2012
2012
2013
2013
2013
2014
2014
2014

Companies Involved
AmG Insurance and Kurnia Insurance
Tokio Marine Insurance and MUI Continental Insurance
AIA and ING
Tune Insurance and Oriental Capital Assurance
Sanlam and Pacific & Orient Insurance
Sun Life and CIMB Aviva
MetLife and AmLife/AmFamily Takaful
Prudential Insurance Co/Bank Simpanan Nasional and Uni.Asia
Liberty Mutual Insurance and Uni.Asia
Sanlam and MCIS Zurich
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And yet, the M&As are not expected to cease. The new Financial Services Act (FSA) and Islamic Financial
Services Act (IFSA) require composite direct insurance/takaful licenses to be split by 2018. This may result in
further M&A for capital reasons.
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These movements in the industry are not the only changes to be dealt with. On the regulatory front, numerous
guidelines/concept papers have been released by Bank Negara Malaysia (BNM) that affect the general, life and
takaful areas in different ways.
General Insurance and General Takaful
There have been many developments within a short
period of time for the Malaysian general insurance and
general takaful actuarial profession.
Prior to 2009, there was no need for actuarial sign-off on
the certification of general insurance liabilities. The Risk
Based Capital (RBC) Framework for Insurers came into
effect on 1st January 2009, and required actuarial
certification of insurance liabilities. This resulted in the
boom of actuarial consultancies and actuarial auditors
for the provision of actuarial advice and services.
The senior management of general insurance
companies and general takaful operators began to have
more interactions with actuaries, but at the time, it was
still difficult to substantiate the value added to
companies by actuaries, other than in fulfilling statutory
requirements.
Under the RBC framework, as companies appreciated the increasing importance of managing their risk profile,
as well as its implications on capital requirements, the demand for actuaries rose due to their ability to manage
insurance risk (through quantifying and communicating key findings on the adequacy of reserves and premium
rates) and their capital modelling capabilities.
Over time, general insurers and general takaful operators began to set up actuarial units. These actuarial units
were commonly parked under an existing department (e.g. Underwriting, Finance, Risk Management, etc.) due
to the lack of suitable and experienced personnel to lead the team. The general insurance community existed,
but struggled to find their identity to fully contribute to the companies. Companies themselves grappled with
matching actuaries’ skills to their internal functions.
Companies that already have an in-house life insurance actuarial team were able to call on ‘experienced’
personnel to perform general insurance actuarial work, but as many life insurance actuaries may discover, the
general insurance actuarial field is quite a different ball game altogether.
The recently released Appointed Actuary guideline by BNM requires licensed insurers and takaful operators
carrying on general insurance and general takaful business to have their own in-house Appointed Actuary by 1
January 2017. The requirements to be an Appointed Actuary, briefly, are:
*
*
*
*
*

Qualified actuary;
At least three years of relevant post-qualification experience;
Fulfils CPD and Fit & Proper requirements;
Adequate technical and working experience, knowledge of the Malaysian insurance industry;
Adequate experience in engaging with Members of the Board and senior management.

There is a large gap between the demand and supply of general insurance/takaful actuaries in
Malaysia. Currently, there are over 30 general insurers and general takaful operators and roughly 15 general
insurance/takaful qualified actuaries in Malaysia. In these early years of implementation, companies would likely
need to look overseas
for actuarial
to meet
Appointed
Actuary
guideline.
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The Appointed Actuary guideline also explained that the Appointed Actuary must not assume responsibility for
product pricing to maintain independence and avoid conflict of interests. With this, the demand for actuaries
within the industry has further increased. Coupled with the impending deadline in 2016 for de-tariffication of the
Motor and Fire markets, companies have begun active recruitment of actuarial talents as part of their business
strategy game plan.
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Due to the relative newness of the general insurance and general takaful practice area, most of the practising
actuaries are relatively young (around the 30-35 years age band) but are already being pulled into senior
management roles in the company, as well as advisory roles in various societies and associations.
The intention of this segment is not to paint a bleak picture for the general insurance and general takaful
actuarial profession here in Malaysia. On the contrary! It is so exciting here. Many general insurance
companies and general takaful operators have already begun setting up their own actuarial departments split
into statutory roles and pricing roles. Due to the scarcity of resources, we are a close-knit community. There
may be lots of challenges and high expectations for the actuarial profession, but we are taking on this pivotal role
in building the foundations and groundwork for decades to come.
Life Insurance and Family Takaful
The life insurance field is not unfamiliar to the
actuarial community, with the majority of
actuaries in Malaysia specialising in the life
and health areas. It has seen the
implementation of the Risk Based Capital
(RBC) framework in 2009, and more recently
in 2012 the Internal Capital Adequacy
Assessment Process (ICAAP) guidelines
came into effect to further strengthen insurers’
capital management and evaluation.
The Appointed Actuary guideline mentioned
above, which splits the valuation and pricing
functions from what used to be under the
traditional combined scope of the Appointed
Actuary, also applies to life insurers and
family takaful operators. This puts further
demand on the actuarial profession as companies seek experienced and qualified actuaries to fulfil the new
regulatory requirements.
Another major change causing a significant ripple in the life insurance and family takaful industry is the Life
Insurance and Family Takaful Framework concept paper issued by BNM in late 2013. It seemed set to change
the landscape of the field fundamentally, and the impact is not limited to just the actuaries. The main proposed
changes are:
1) Removal of commission and agency-related expenses limits for selected products
Historically, commissions and agency-related expenses had an upper limit stipulated in the regulations.
However, this limit may potentially be removed, subject to certain conditions such as satisfying minimum
allocation rates and establishment of alternative distribution channel. This gives companies flexibility in
managing their operating expenses while ensuring policyholders’ interests are protected.
2) Encouraging alternative distribution channels
“Alternative” here generally refers to channels other than the agency force, as agency sales still
dominate in the Malaysian life insurance/takaful industry. The proposed measures include alignment of
bancassurance commissions with those of the corporate agents, establishing direct channels for
financially savvy policyholders and enhancing the Financial Advisers /Islamic Financial Advisers
framework. This move will provide consumers with a broader choice of channels from which they can
select based on suitability and convenience.
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3) Strengthening market conduct
This involves greater involvement and accountability of Board members in ensuring professionalism
amongst intermediaries, such as setting up an internal Balanced Scorecard framework to serve as a
basis for intermediary remuneration, training and conduct monitoring. This proposal also includes
enhanced product disclosure, online facilities for consumers and continuous education of consumers
on life insurance and family takaful. This is in line with the ongoing initiative of enhancing transparency
and increasing consumer protection and awareness.
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This concept paper has been the talk of the town among life insurers and family takaful operators since its
release, and the Life Insurance Association of Malaysia (LIAM) and Malaysian Takaful Association (MTA) have
been heavily involved in discussions with the regulator on the implementation and likely implications of the
proposed measures.
The Takaful Industry in Particular
To set the stage, it is worth mentioning that Malaysia is regarded as the pioneer and leading takaful (i.e.
insurance based on Islamic principles) market in the world.
The Malaysian takaful industry has seen all the aforementioned changes and more. The industry has
experienced rapid growth in recent years, and efforts have been stepped up to establish a solid structure and
foundation on which the takaful industry can be built. Most of the developments in the takaful arena span across
both family and general takaful.
The Shariah Governance Framework (SGF) issued by BNM came into effect in 2011 – this covers all Islamic
Financial Institutions and provides guidance to the Board, Shariah Committee and senior management in their
role towards ensuring Shariah Compliance. In 2012, the Takaful Operational Framework (TOF) was released,
governing operational issues of takaful operators. The TOF was further updated in 2013. And just this year, the
Risk Based Capital (RBC) Framework for Takaful Operators was implemented.
Malaysia has always been on the forefront of Islamic Finance, and this strong thrust in the area of takaful is well
-aligned with its objective to become the global Islamic Finance hub .
Malaysia – Endless Possibilities
With all that is going on in Malaysia, the stage is set for an exciting actuarial journey ahead. So, have you ever
considered working in Malaysia?
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By Actuarial Society of the Philippines

The Philippines’ regulatory front is undergoing change spearheaded by the country's regulator, the Insurance
Commission (IC). Some of the changes are also in preparation for a harmonious ASEAN integration in 2015.
Three pivotal updates are with regards to reserve valuation, Risk Based Capital (RBC) and minimum
capitalization requirement.
The Philippines is moving away from Net Premium Valuation (NPV) towards Gross Premium Valuation (GPV).
GPV is targeted to be widely implemented in two years’ time. Insurance companies are required to have parallel
valuations in the period before strict enforcement.
Alongside the reserve valuation standards update, the second generation of the Risk Based Capital (RBC) is
also in the works. The RBC was implemented in 2006. Refinements will be done to the risk components. One in
particular is the interest rate risk adjusted accordingly with the movement away from net premium valuation to
gross premium valuation.
Included in the 2013 Amended Insurance Code, minimum capitalization requirement has also been updated
correspondingly with projected industry growth. For life and non-life insurance companies, capitalization
requirement is increasing every 3 years, pegged at 1.3 Billion Pesos by 2022.
The Philippine insurance industry has grown significantly from 2009 to 2013, with industry total resources
increasing by 69% and industry premium volume by 154%. In addition, insurance penetration grew by 74%,
insurance density by 148% and market penetration rate by 104%. Regulatory enhancements are expected to
further strengthen the insurance industry with the coming regional integration alongside encouraging sustained
growth.
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Actuarial Specialists
Oliver James Associates are the largest
actuarial recruitment firm globally with over
45 consultants solely specializing in recruiting
actuaries. As a business we’ve been ingrained
in the global actuarial profession for over
10 years which has enabled us to gain
unparalleled knowledge and understanding of
what is important to you as an actuary.
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ourselves as the leading actuarial recruitment
firm in the region through a consistent
consultative approach and high quality of
service, both of which are core values of OJA.

In 2014 we opened our Singapore office and are
dedicated to both having a detailed knowledge
of the local market, and identifying Singaporean
actuaries overseas. Our experienced consultants
work on vacancies from Analyst through to
executive level for our leading multinational
clients across Life and Non-Life Insurers,
Reinsurers, Brokers and Consultancies.
The Singapore Actuarial recruitment team
has over 20 years collective experience of the
profession which enables us to help candidates
throughout their career and assist clients
develop entire recruitment strategies. Our
strength is in building long-term relationships.
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PhD (UBC), FSA, FCIA
Honorary Professor
The University of Hong Kong
gma328@hku.hk

Q1: Could you kindly share with us about the role of actuary in pension industry?
Wikipedia gives the following definition of an actuary: A business professional who deals with the
measurement and management of risk and uncertainty. Actuaries are best known for their expertise in
quantifying risk and for providing advice to assist financial entities and their stakeholders to understand and
manage their risk. Actuaries are also experts in the design and management of social security systems in
many countries.
Different countries have put in place different pension systems to address the retirement income security of
their citizens. The pension system programs can be broadly classified into the following two categories:
*

National social security
· Many countries have put in place a public pension program which entails regular tax-funded
cash transfers to older people. Eligibility is based on age and citizenship or residency, and
sometimes other means based on income, assets and other pension income. The Hong
Kong's old age allowance is one of such examples.
· Some countries have also created retirement plans to provide their citizens with lifetime
retirement incomes. Typically this requires contributions to be made by workers throughout
their working lifetime in order to qualify for retirement benefits later on. The Social Security in
the United States and the Canada Pension Plan in Canada are two of such examples.

*

Occupational pensions
· These are pensions provided by private-sector and/or public-sector employers for their
employees when they reach a specific retirement age.
· The pension can be of a defined benefit (DB) type for which the amount of pension is
determined according to a fixed formula that can incorporate the employee's pay, years of
employment, age at retirement and other factors. Or it can be of a defined contribution (DC)
type under which the employer and/or employee contributions are determined according to a
fixed formula (usually a fixed percentage of an employee's pay) and are paid into an
individual account for each plan member. The contributions are invested and the returns on
investment are credited to the individual's account. Upon retirement, the member's account
balance is used to provide retirement benefits,
sometimes through the purchase of a life
annuity. Some employers have adopted hybrid
plans that combine certain features of both DB
and DC.
· The provision of employment-based pensions
can be voluntary as that exists in the United
States and Canada, or it can be mandatory as
the Mandatory Provident Fund (MPF) schemes
implemented in Hong Kong since year 2000.
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Actuaries possess knowledge and skills in probability theory, economics, investment, risk management, and
information technology that can help pension stakeholders (which include employers, employees, unions,
legislature, regulators etc.) to manage and control risks inherent in various types of pension arrangements. All
types of social security and occupational pension plans require active input from actuaries on design,
administration and financial management. This is certainly true for social security programs such as those in
the United States and Canada. In jurisdictions where privately managed funded DB (and hybrid) plans are
provided, actuaries often provide advice to stakeholders in both statutory and advisory roles. For DC plans the
picture is more diverse, with some countries using actuaries almost as much as for DB plans and others
apparently ignoring the need for actuaries, on the grounds that such pension funds are seen as pure
investment accumulation vehicles.
In Canada and the United States, actuaries play a vital role in the pension industry:
*
*
*
*
*

In insurance companies, actuaries develop, price and manage annuity products.
In consulting firms, actuaries provide advice to employers and other stakeholders on the design and
management of pension and other employee benefit programs.
Within employee benefit departments of large companies, actuaries design, administer and
manage pension and retirement plans for employees.
In government agencies, actuaries play a key role in the prudential supervision of pension and
retirement benefit plans and provide input to legislative and regulatory pension reforms.
For financial advisories, actuaries provide financial and estate planning advice to individuals.

Q2: What are your views towards the future outlook of pension industry in Hong Kong? Is there any
room for the growth of pension actuaries in the near future?
The social security program in Hong Kong consists of two types of old age allowance: (1) the normal old age
allowance is means-tested and provided to those between age 65 and age 69, and (2) the higher old age
allowance is for those aged 70 and above. Another social program is the Comprehensive Social Security
Assistance for low-income individuals. Occupational pensions are provided mainly through the Mandatory
Provident Fund (MPF) system introduced in year 2000. It is a mandatory program consisting of funded
individual DC accounts, covering employees and the self-employed in both public and private sectors.
Occupational retirement schemes that existed before the introduction of the MPF are allowed to continue after
2000. Both DB- and DC-type benefits exist in those schemes.
As the predominant form of pension provision in Hong Kong is through the MPF system, it may be suggested
that little actuarial involvement is required in the DC area since benefits will be what the individual accounts
provide. However, there are still many aspects which require actuarial inputs as discussed below.
A. Plan Expenses
As I understand, the majority of DC plans in Hong Kong are in contractual form under which the members of
the plan enter into a contractual relationship with a pension management company. The management
company receives contributions from the members and invests them in a pool of assets which is legally
separated from the management company's own funds (i.e., a trust).
The management company is usually a for-profit company, making its profit out of the commissions or
expenses deducted from the contributions, or from the assets of the pension fund. The Mandatory Provident
Fund Authority (MPFA) provides regulatory oversight of the management companies, including sometimes
control of the nature and amount of the charges.
The management company can become insolvent. The management of the expense provisions and general
oversight of the adequacy of deductions to cover the expenses actually and/or likely to be incurred are risks
that can be addressed by actuaries.
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B. Individual Member Projection
Individual members of a pension fund should ideally have access to regular actuarial calculations of their own
projected benefits, with a view to determining whether additional voluntary contributions, or other forms of
saving for retirement, would be required in order to give a reasonable probability of achieving the level of
pension they desire. The MPF system sets the compulsory level of contributions at quite a modest level (5%
from employer and 5% from employees). Therefore, additional contributions by individuals should be
regarded as part of the design and advice to be available to individuals in order to be able to assess their need
for additional contributions.
C. Guarantee
Depending on the contractual structure, there may be a need for provisions in respect of embedded options in
the contract. These can arise where there is an interest rate guarantee, a guaranteed rate of annuity or some
other form of guaranteed rate of return to the members. A critical issue will be: where does the responsibility
for making good the guarantee falls.
In many pension contracts, responsibility for making good the guarantee rests with the pension management
company, and the liability of the pension fund is limited to the value of the assets held in the fund. The
assessment of the cost of guarantees becomes an issue for capital adequacy and financial management of
the pension management company. This is clearly an issue that should be addressed by an actuary.
D. Investment Management
One of the most important functions in a DC plan is the management of the fund assets. Strategic investment
decisions should be made on the basis of a thorough understanding of the trade-offs of risk and return and in
the light of clear investment objectives for the fund, including a clear understanding of the risk profile of the
plan members. Individual funds may have different risk profiles, particularly where pension plans are allowed
or required to offer a choice of funds, in order to satisfy different risk appetites of plan members or to enable
them to tailor their pension investments to their career profile (e.g., life-cycle funds). Actuaries can apply their
skills in stochastic modeling of investment portfolios and asset-liability management to provide information in
support of the decision-making process.
E. Draw-Down of Retirement Savings
Once members of a pension plan retire, retirement benefits are distributed to eligible members according to
the provisions of the plan. DB plans typically distribute benefits as an annuity, although lump-sum distributions
may be allowed in some circumstances. On the other hand, DC plans such as those under the Hong Kong
MPF system typically distribute benefits as a lump sum , and they generally do not offer an annuity as a payout
option. Employees that receive lump-sum distributions face several risks depending on how they withdraw
their benefits:
*

*
*

Longevity risk - Retirees may draw down their benefits too quickly and outlive their retirement savings.
Conversely, retirees may draw down their benefits too slowly thereby reducing their current
consumptions and leaving more wealth than intended when they die.
Investment risk - Assets in which retirement savings are invested may not earn the expected rate of
return or even decline in value.
Inflation risk - Inflation may erode the purchasing power of retirement savings unless enough returns
are earned to compensate the loss.
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It is my view that as more members of MPF
schemes enter into retirement, draw-down
of benefits will become a critical issue that
should be addressed by the government
and pension industry in Hong Kong. The
MPF system should be reformed to require
pension plans to offer an inflation-adjusted
annuity as an option. The supervisory
authority can facilitate annuity purchases
either by contracting with one or more
private-sector insurers or by managing the
annuity payments through a chartered corporation established to insure pension benefits. Once annuities
become more prevalent, there will be plenty of opportunities for actuaries to offer their services.
F. Annuity
Generally, actuaries are involved in several aspects of annuity pricing:
*

*

*

First, an assumption needs to be made about future levels of mortality for the group of individuals who
have purchased annuities. In many countries there are no satisfactory statistics of the mortality of
current pensioners or annuity holders. Methodologies for projecting future mortality rates are also
rather underdeveloped.
In principle an annuity portfolio should be backed by investments with appropriate duration
characteristics, that is with a spread of maturities extending as long as the expected duration of
annuity payments. Unfortunately in many countries (Hong Kong included) there are very few bonds
available of the longer durations. This means that the annuity provider has to invest in a portfolio of
assets of much shorter duration than would be preferable, thereby exposing the annuity portfolio to
reinvestment risk. The selection of appropriate rates of interest to use for annuity pricing can be quite
a challenge.
The expenses of paying out annuities must also be taken into account in the pricing of annuities.

Proper pricing of annuities is a skilled task that can only be carried out by actuaries. The subsequent reserving
requirements of the annuity portfolio should also be under the control of the actuary. In addition, the financial
management of the insurance company that sell annuities and other insurance products, including the
assessment of appropriate levels of capital and surplus and the ongoing process of asset/liability management
all require the expertise of actuaries.
Lastly, I would like to offer an observation about the pension system in Hong Kong. Hong Kong may be ill
prepared for the rapid population aging that will occur over the next two decades. There are at least two
reasons. First, the benefits provided under its social security programs are very low. Second, the MPF
schemes are unlikely to provide adequate retirement incomes due to the modest level of contributions set for
them. They are unlikely to deliver a secure income in old age either, as pension savings are often taken as
lump sums with the risk that people outlive their resources. The pension system in Hong Kong is in need of a
reform to ensure the delivery of secure, sustainable and adequate retirement incomes for today's workers.
Q3: We know that you have published a new book regarding pension mathematics, could you kindly
share with us a bit more regarding this?
Before introducing my book, I want to provide some background about my teaching in the University of Hong
Kong (HKU). I have lived and worked as a professional actuary in Canada since I left Hong Kong over 40 years
ago. When I began to plan for my retirement in year 2010, I thought it would be great if after retirement I could
make a contribution to the education of the younger generation in Hong Kong by sharing the knowledge and
experience I acquired in Canada. I made contact with the HKU actuarial department and was fortunate to
obtain an opportunity to teach a pension course in 2012 when it was first offered to HKU students. I have
taught that course for 3 consecutive years since then.
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The primary objective of the HKU course I teach is to
provide actuarial undergraduate students an introduction
of the basic concepts related to financial management of
pension plans. During the course of my teaching, I
prepared some lecture notes by drawing materials from
the textbooks and reading materials included in the
syllabus of the retirement track fellowship exams
sponsored by the Society of Actuaries.
I have not been able to find any useful pension finance
literature written by scholars or professionals in Hong
Kong and China, so I have used source materials available
in North America for the purpose of the course. I thought
that if my HKU lecture notes could be translated into
Chinese, it might be a useful contribution to the academic
circles and actuarial profession in Hong Kong and China.
That was the motive I wrote the book on pension
mathematics in Chinese.
I am pleased to inform you of the publication of my new
book: 养老金基金与数理基础 by the Peking University
Press: http://www.sinobook.com.cn/b2c/scrp/bookdetail.cfm?iBookNo=701859
The book covers the basics of pension plan design and pension fund management, as well as the
fundamentals of pension plan valuations using different actuarial cost methods. It describes how actuarial
valuation techniques are applied to the funding and accounting of defined benefit pension plans.
The book can be used as a textbook for a one-semester introductory course on pension funds and pension
mathematics. Upon completion of the course, students should be able to:
*
*
*
*
*
*

Calculate the pension benefits in accordance with the provisions of a pension plan;
Calculate the normal cost and actuarial liabilities using different actuarial cost methods;
Perform gain and loss analyses for pension plan valuations;
Understand the principles and considerations of selecting actuarial assumptions and methods for
funding or accounting valuations;
Interpret the valuation results presented in actuarial valuation reports; and
Understand the principles of asset and liability modeling.

The book can also be used as a reference by actuaries who work in the pension industry.
The book contains a number of exercises designed to help students to understand the actuarial theory and
concepts studied. It also provides a list of glossary terms in both English and Chinese.
While the actuarial techniques introduced in the book apply mainly to defined benefit pension plans, they can
be applied equally to determine an appropriate level of contributions which is likely to generate a target level of
benefits under a defined contribution pension plan. The techniques can also be applied to addressing
financing issues related to hybrid-type pension plans, such as the cash balance plans, shared-risk or target
benefit plans, collective DC plans (as exist in the Netherlands) etc., and to analyze the long-term sustainability
of different designs of social security programs.
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Helen Chau
Voon Chek Chong
Frederick Kong
Lo Wing Yiu
Simon Pang
Ada Tong
Ronald Wan

Actuaries
on the move

Date
15 – 23 Jul

Event
Joint Regional Seminar in Asia
Theme: A Promising Profession and a Profession with
Promises
15‐16 Jul, Beijing
17 Jul Hong Kong
20‐21 Jul, Taipei
22‐23 Jul, Kuala Lumpur

20 Jul
10‐11 Aug
17 Aug

IAAust event, Hong Kong
CAS Course on Professionalism, KL
ASHK Evening Talk
Topic: Dread Disease Report
ASHK Professionalism Course
ASHK Hong Kong Pension Actuary Symposium 2015
ASHK Careers Talk
ASHK Evening Talk
ASHK Careers Talk
CAA Annual Meeting, China
ASHK General Insurance & Data Analytics Seminar
CAA exam supervision
IAAust exam supervision
SOA APC, HK
SOA FAC, Bangkok
19th AAC, Bangkok
IAA Fund Meeting, Bangkok
ASHK Annual Dinner
ASHK Appointed Actuaries Symposium
SOA APC, Shanghai
SOA/AAC ERM Webcast
ASHK AGM

7 Sep
15 Sep
18 Sep
24 Sep
25 Sep
Tba
12 Oct
Oct
Oct
30 Oct
3‐5 Nov
3‐6 Nov
7 Nov
12 Nov
13 Nov
Nov
10 Dec
14 Dec
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Market Update

In the light of the enactment of the Mandatory Provident Fund Schemes (Amendment) Ordinance
2015 (“Amendment Ordinance”) in January 2015 and the commencement of operation of certain
provisions in that Ordinance on 1 August 2015, the Authority has recently approved seven sets of
revised Guidelines:
1. Guidelines on Monthly Returns of Registered Schemes (Guidelines II.1);
2. Guidelines on Payment of Accrued Benefits – Documents to be Submitted to Approved Trustees
(Guidelines IV.4);
3. Guidelines on Enrolment and Contribution Arrangements for Relevant Employees Other Than
Casual Employees (Guidelines IV.8);
4. Guidelines on Enrolment and Contribution Arrangements for Casual Employees (Guidelines IV.9);
5. Guidelines on Enrolment and Contribution Arrangements for Self-employed Persons (Guidelines
IV.10);
6. Guidelines on MPF Exempted ORSO Schemes – Preservation of Benefits (Guidelines V.4); and
7. Guidelines on MPF Exempted ORSO Schemes – Withdrawal of Minimum MPF Benefits
(Guidelines V.11).
The revisions to the seven sets of Guidelines mainly reflect legislative amendments relating to –
adding terminal illness as an additional ground for withdrawal of accrued benefits in MPF schemes
and minimum MPF benefits (“MMB”) in MPF exempted ORSO schemes, clarifying the definitions of
other grounds for early withdrawal of benefits, eliminating employers’ participation certificates, and
clarifying the definitions of “permitted period” and “contribution day”.

The Actuarial Society of Hong Kong, 2202 Tower Two, Lippo Centre, 89 Queensway, Hong Kong
Tel (852) 2147 9419 Fax (852) 2147 2497 Website: www.actuaries.org.hk
Note: Views expressed are not necessary those of The Actuarial Society of Hong Kong

Volume 2 / 2015 | Hong Kong Actuaries (Page 24)

Volume 2 / 2015 - Others

Market Update
The major amendments made to the seven sets of Guidelines are summarized below:
(a) Guidelines IV.4 and V.11 (items 2 & 7 above)








the claim forms have been amended to include terminal illness as an additional ground for
withdrawal of accrued benefits and MMB;
a new medical certificate has been added which a medical practitioner can use to certify that
a scheme member has a terminal illness;
the explanatory notes have been amended to explain that a person appointed as a committee of the estate of a mentally incapacitated person under the Mental Health Ordinance
(Cap. 136) to act on behalf of a scheme member can be the claimant for payment of accrued
benefits and MMB on all grounds for withdrawal of benefits except that of death;
a new statutory declaration form has been added for a committee of the estate of a scheme
member to make a statutory declaration for claims for payment of benefits;
the wording in the statutory declaration forms for claiming early withdrawal of accrued
benefits and MMB on grounds of early retirement and permanent departure from Hong
Kong have been amended;
the statutory declaration forms for claiming early withdrawal of accrued benefits in MPF
schemes on the ground of total
incapacity have been repealed;
(b) Guidelines
above)

V.4

(item

6

 the definitions of “final average monthly relevant income” and
“years of post-MPF service” have
been amended to cater for the
determination of the amount of
MMB in cases of claims made on
the ground of “terminal illness”;
(c) Guidelines
above)

II.1

(item

1

 all references to employers’
participation certificates have
been removed; and
(d) Guidelines IV.8, IV.9 and
IV.10 (items 3 to 5 above)


the definitions of “permitted period” and “contribution day” for relevant employees and selfemployed persons have been amended for better clarity.

Copies of the revised Guidelines can be downloaded from the Authority's website at
www.mpfa.org.hk.
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Ms Queenie Hui, ASHK President

Mr. Simon Lam and Samuel
Tam, Munich Re Sinapore

Mr. Chris Sun, Food and Health

Mr. Sam Yeung and Mr.
Christian Wards, Bupa
(Asia) Limited

Mr. Chris Sun and Mr. Simon
Lam, ASHK Membership &
Publications

Dr. Rose Ong, AXA Hong

Mr. Wolfgang Droste and Mr.
Sam Yeung, Leader of ASHK
Health

Mr. Fred Choi, S. Yu & Part-

Mr. Paul Fung and Ms Shu-Yen
Liu, PricewaterhouseCoopers
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Mr. Roddy Anderson and
Mr. Tze-Ping Chng

Mr. Roddy Anderson and
Mr. Mike Wong

Mr. Roddy Anderson and
Mr. Ernest Yip

Mr. Roddy Anderson and
Mr. Steve Cheung

As part of ASHK Asia Committee’s mission to keep ASHK
members abreast of key actuarial developments in the
actuarial profession in Asia, Louis Lee, ASHK Asia
Committee member, paid a courtesy visit on the Institute of
Actuaries of Japan (IAJ) on 18 June 2015. The visit
provided a great opportunity for both associations to learn
about each other’s initiatives and explore areas of possible
mutual cooperation.

Photo from left to right:
Mr. Tomio Murata, Mitsui Life , Vice president of IAJ
Mr. Louis Lee, SCORThe
Re,Actuarial
ASHK Asia
Committee
Society
of Hongmember
Kong, 2202 Tower Two, Lippo Centre, 89 Queensway, Hong Kong
Mr. Yoshiaki Maebayashi, MeijiTel
Yasuda
secretary
IAJ2497 Website: www.actuaries.org.hk
(852) Life,
2147General
9419 Fax
(852) of
2147
Mr. Yoshihiko Tsuji, DaidoNote:
Life, Views
AJ delegate
at IAAare
Life
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Let’s compare the following 2 photos and circle on the SIX spots of difference. A prize will be presented
to the member who submits the first correct answer of this Photo Hunter.
Join the game and submit your answer to ASHK Office by email: actuaries@biznetvigator.com NOW !!!
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We welcome members’ contribution to the “Hong Kong Actuaries” Newsletter, especially, the Feature Article and
Knowledge Sharing sections. If you have written any inspiring articles or have read any interesting articles from other
actuarial organization(s), please feel free to let us know. We will try to reprint the article(s) in our newsletter to share
with our members.
For the above issues, please e-mail your articles or views to Simon Lam by email at slam@munichre.com or ASHK’s
office by email at actuaries@biznetvigator.com. Publication of contributions will be at editor’s discretion.
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