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Actuaries Examine Use of Catastrophe

FROM THE
PRESIDENT

by Allan M. Kaufman

ime is usually measured in seconds,

days, years, etc. This year 1 also
measure time in
words.  There
are 2,400 “From
the President™
words in this
year, and only
1.800 remain. In
my first 600
words 1 de-
scribed my vi-
sion of some of
the areas in
which important
CAS develop-
ments  should
occur this year.
Now, let's pic-
ture the world of 2015, twenty years
(48.000 words) from now. With that pic-
ture in mind, we can better foresee
where the profession will be in the 21st
century.

CAS Presiden:
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To begin, we can expect that the pri-
mary and reinsurance industry continues
to exist. Since those insurers will have
creatively identified new ways to market
their services and to handle risks, and
since in the insurance environment the
actuary is the natural “risk analyst.” the
changes in the industry will create in-
creased opportunities for actuaries.

From this perspective, research efforts
in the area of Dynamic Financial Analy-
sis will be important elements of
strengthening the profession.

Continued on page 14

Models

NEW ORLEANS, La—
Terrain and land use, external
characteristics of structures,
and deductibles are the most
important elements to use in
catastrophe models for deter-
mining appropriate rates. ac-
cording to Jonathan Norton,
senior vice president of both
Guy Carpenter & Co. and
EQECAT. Inc.

Norton’s remarks came in
a session on “Current Cata-
strophic Models™ at the 1995
CAS Seminar on Ratemaking

Above is an aerial view of Hurricane
“Catastrophe modeling is Andrew swirling as it strikes Florida.
Photo counesy of Alisiate insurance Compeny

very mysterious and intrigu-
ing.” said Norton. “because

you have a limited amount of historical data. This increases the reliance on intuition and
judgment in determining the inputs. outputs and through puts to be used in catastrophe

models.”

In spite of the uncertainty and random-
ness. models are getting much more sophisti-

cated in a number of areas including the use -

of geocoding or mapping of property loca-
tions, “and location is a very important ele-
ment.” Norton added.

Examining other areas of catastrophe

modeling, Stephen P. Lowe, chief property

and casualty actuary for Tillinghast/Towers
Pemrin, told seminar attendees that it is hard
to assign probabilities to earthquakes and tor-
nadoes. But he said that determining exposur-

Continued on page 19
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NEW ORLEANS, La—Insurance company rate filings
should be both credible and understandable in order for
state regulators to process those filings in an efficient and
reasonable manner, a panel of insurance department actuar-
ies told people attending the 1995 CAS Seminar on Rate-
making held here March 16-17.

The panel, made up of actuaries from Florida, Louisiana
and South Carolina, was entitled “What Makes a Good
Rate Filing (and What Doesn’t).”

John W. Swisher, Jr., property and casualty actuary for
the Florida Insurance Department, said that rate filings
need to be understandable because the public has a right to
see them and regulators do not have the time or the re-

sources to clarify what is being requested and why.
Swisher pointed out that, since less than half of the fil-

ings made with his department involve actuaries, the filing
companies should have someone available who under-
stands the basics of the filing in order to answer any ques-

tions. “While there are a lot of ‘me too’ filings from

Calling All Computer Users: CAS Connects to the Internet

The CAS is connected to the Internet.

CAS members can now use the CAS
Bulletin Board System (BBS) to send and
receive Internet E-mail. Anyone with In-
ternet access can subscribe to CASNET,
the new CAS Internet mailing list, and
CAS BBS users can read select Intemnet
newsgroups and mailing lists.

If you are a member of the CAS, then
you can send and receive Internet E-mail
using the CAS BBS. Call the CAS BBS at
(908) 232-7464 and leave a message on the
BBS addressed to “Internet Address™ say-
ing you would like to have your Internet
address activated. You’'ll receive an ad-
dress in the form:

johndoe@casactsoc.com

which you can use to send and receive In-
ternet E-mail. When your address is acti-
vated, you'll receive a message detailing
how to send and receive mail. in addition
to a few nules on Intermet good manners,
also known as “Netiquette.”

Once you obtain an Internet address,
“all you need is someone to talk to,” said
CAS Fellow Kirk Fleming, who has been

instrumental in the development of the
CAS BBS and the new Intermet connec-
tion.

Anyone who currently has access to the
Intemet can subscribe to CASNET. The
CASNET consists of a mailing list of users
and is a continuous group discussion on
topics related to the CAS and to casualty
actuarial science. The CASNET mailing
list has an address. Users send mail to the
address and the mail is then sent to all the
subscribers on the list. Discussion topics
include anything that would appeal to peo-
ple interested in casualty actuarial science.
Topics could range, for example, from
what should be the actuary’s role in esti-
mating environmental liabilites to what
was the answer to question five on the No-
vember 1994 Part 3B exam. All users are
encouraged 1o subscribe to the list, read for
awhile, and join in the conversations.

To subscribe to the CASNET, send an
Internet E-mail letter to:

casnet@casactsoc.com

with the word “subscribe™ in the subject
line. You'll receive an automatic notice ac-
knowledging your subscription and addi-

What makes a good rate filing? Simons, Swisher, and
Piazza explained the elements of a “good” rate filing at
the 1995 CAS Seminar on Ratemaking.
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tional instructions on how to submit mail
to the list, and then you’'ll begin receiving
CASNET mail.

If you would like to ease into the In-
ternet, you can get your feet wet by signing
on to the CAS BBS and visiting the In-
ternet newsgroup rooms. ‘“Newsgroups,
like mailing lists. are continuous discus-
sions on various topics with people around
the world.” Fleming said. He explained
that the CAS BBS currently hosts about 10
Internet newsgroups and two Internet mail-
ing lists for users to peruse. These news-
groups include topics such as mathematics,
economics, earthquakes, finance and edu-
cation. The two mailing lists included on
the BBS are RISKNET, a mailing list on
insurance related topics, and HEALTH-
NET. a list specificially on health insur-
ance and health reform issues. Users can
call the CAS BBS at (908) 232-7464 and
starting browsing these lists immediately.

If you need help connecting with the
CAS BBS, setting up your Internet ad-
dress, or subscribing to CASNET, contact
Fleming at (201) 802-9735. 18



