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Speaker Ms Martha Piper:Thank you so much, Normand, for that kind introduction. I am delighted to be here
this morning, honoured by the invitation and excited by the prospect that I might be able to contribute something
useful in understanding the important role actuaries play in today’s changing world.

Canada is a large country, and traveling to Vancouver from across that country clearly accentuates the vastness
of our landscape.There are times that I feel living in the west isolates me from the rest of our nation, but there are others,
and today is one of them, that defines our connections. Residing in the west not only emphasizes the size of our
country but also signals our links to the rest of the world. Situated on the Pacific Rim, Vancouver and British Columbia
are connected to regions that often go unnoticed in Toronto. It is these connections and the role they play in an
increasing global environment that I would like to focus upon this morning. Indeed, I have titled my presentation
Managing Risk in a Global Environment, as I am convinced that we can no longer insulate ourselves to things
happening within our own jurisdiction. Now, when considering this relatively new phenomenon of global environment,
several questions come to mind.What is Canada’s role in this complex global network?What does the future hold?
What are the global risks that we might encounter and how might these risks influence you as actuaries?

To begin, Canada is an extraordinarily civil society. It is by almost any measure one of the safest, most democratic
and most tolerant nations on earth. It is also a remarkably wealthy one, boasting one of the top seven economies
in the world in real terms despite our relatively tiny population. So it is in this context, one in which we have an
enviable social record and one in which our economy is strong and vibrant, that I would like to begin our conversation
this morning and share with you three recent global observations.

The first deals with Singapore. Two years ago, I had the privilege of meeting Lee Kuan Yew, the father of
modern Singapore. It was a 90-minute Q&A session that was attended by about 50 university presidents from
around the world. Upon reflection, it was one of those once in a lifetime experiences. It was very clear, it was very clear,
that we were in the presence of a visionary, an individual who understands the global challenges we are facing. Mr. Lee
was asked what he would advise his grandson to study in order to prepare for the competitiveness of the next several
decades. He answered something like this, and can you imagine a Canadian prime minister answering this question?
Given the changing global context that includes the rise of India and China, the linkage of prosperity with innovation,
and the cultural conflict and rise of international terrorism, I think my grandson should concentrate his studies
in three areas. First, he needs to study languages. He needs to be able to speak English and possibly Malay, but more
important he needs to be able to speakMandarin and Punjabi. Second, he needs to be scientifically and technologically
literate. He doesn’t need to be a scientist but he needs to understand what a gene is and also how a computer
works. And third, he needs to study the religions and cultures of the world.

The second observation comes from my recent stay at Oxford University in the UK and the two issues dominating
their political agenda, global warming and climate change and immigration and multiculturalism. Let’s take the
first and the recently released Stern Report by Sir Nicholas Stern, the Head of the Government Economic Services
in the UK and previous chief economist of theWorld Bank. This report evaluates the economics of climate change
and suggests that the costs associated with things like drought in Africa, floods in Europe, hurricanes in America
and rising sea levels around the world will result in a decrease of between 5 and 10 per cent of the global GDP
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each year, or 5 and 20 per cent of the global GDP each year. Another way of saying this is if the global climate
heated up between 3 and 5 degrees Celsius, something that last month’s UN’s Report on Climate Change warns
is likely to happen, the flooding, loss in food production, forest fires, melting of the Arctic and other disasters could

knock up to $7 trillion off the current global GDP of $35 trillion. In contrast, Stern estimates the cost of reducing
greenhouse gas emissions can be limited to around 1 per cent of the global GDP each year or $350 billion. Another
way of saying the same thing is this; Stern concludes that spending to reduce CO2 is economically sound.

The second issue I observed in the UK deals with immigration and multiculturalism. Tony Blair recently gave
a clear indication that while the UK endorses multiculturalism, it also expects ethnic and faith groups to integrate
into British society. This message builds upon the debate within the country regarding the right of women to wear
the veil and is complicated by the country’s concern regarding immigration, realizing that immigration is essential
to countering the aging demographics and to acquire a labour workforce. The increasing concern that multiculturalism
may be clashing with some of Britain’s values leaves many many politicians baffled.

The third global observation came from listening to a speech delivered last month by C.K. Prahalad at the
Schulich School of Business at York University. Dr. Prahalad is a Professor of Business at the University of Michigan
and is one of the world’s leading business thought leaders. In his address, Dr. Prahalad challenged the view that
the western economy is threatened by outsourcing services to India and China. Rather, he suggested that there is
money to be made by the private sector of the west by focusing on the consumer needs of the 900 million people
living in poverty in these two countries.

So three observations, three parts of the globe.What indeed do these unconnected observations have to do with
the future of Canada? I would like to argue that they are not as unrelated as they might first appear and that they
reflect the challenges that Canadian actuaries will face over the next decade. Let’s start with connecting the dots.

First, it is all about people, human capacity, brain power, yet it is more than being scientifically or numerically
literate. By highlighting language requirements and cultural sensitivity in addition to scientific literacy, Mr. Lee
has expanded considerably the challenge for the next generation of professionals. The view that analytical skills will
no longer be sufficient to guarantee our competitiveness is echoed in Daniel Pink’s new book, A Whole New
Mind, Why Right-Brainers Will Rule the Future. Pink notes that we have, over time, moved from an agricultural
age to an industrial age and now to an information age. But, he argues that the current information age will be
followed by a conceptual age where the economy will be driven by a nation’s ability to create and empathize, to design
and make meaning. In short, we have progressed from a society of farmers to a society of factory workers, to a society
of knowledge workers, and now we’re progressing yet again to a society of creators and empathizers, of pattern
recognizers and meaning makers. This, I believe, has implications for a variety of professions, including actuaries.
For to serve Canada in assessing the risk of this new world it will be important to understand cultures, languages,
environmental and health issues as well as mathematical models and statistical analyses.

Second, it is all about China and India. How many times do we need to hear this before we really believe it?
Whether it is Mr. Lee admonishing us to learn Mandarin or Punjabi or the challenge that Dr. Prahalad presents
regarding alleviating poverty in China and India, the message is clear. India and China will dominate our lives in
the 21st century and the sooner a country understands this, the better.

Third, how we deal with global warming and immigration will be, I believe, the most significant challenges we
face this century. These two issues are the foundation of many of the global concerns we are now encountering. The
solutions to everything from energy shortages, environmental disasters, international terrorism, pandemics and infectious
diseases will be based on how well we address the challenges associated with global warming and immigration.

So if you accept these three themes, the question then is “what do we need to do to ensure that Canada is
competitively positioned in the world”? Let’s start with the Canadian advantages we have in responding to these
trends. First, our geographic location. As hard as it might seem to those of you who live in Ontario, Canada is a
Pacific Rim nation. We have a multitude of connections to Asia and, if we are strategic, we may indeed become
the gateway to Asia within North America. The building of the national railroad in the late 1800s connected



Canadians across the country and facilitated inter-provincial and North American trade. The building of the Pacific
Gateway right here in British Columbia, in the west, could do the same by connecting Canada to the Pacific Rim.

Second, we are a country rich in natural resources and energy. If any country should be leading the charge on

global warming and clean energy it should be Canada, given what we have to gain and what we have to lose.
Third, we have a strong agricultural sector. In tomorrow’s world, it will not be all about oil and gas. It will also be
about agriculture and the increasing value of farmland. In a recent Globe and Mail article it was noted that farmland
from Iowa to Argentina is rising faster in price than apartments inManhattan and London.Why is that? Simply put,
it is the increasing value of biofuels such as corn that is used in ethanol production that is driving up real estate prices
of agricultural lands. And fourth, we have established ourselves as a multicultural society and are becoming more
so daily. For example, in Vancouver almost 40 per cent of the population right here in this city is foreign-born.

So if those are the trends and advantages, what are the risks, hazards, perils and threats that you as Canadian
actuaries will face over the next decade or so? What opportunities will there be for you to construct your profession
and services to address these global issues? Now, while I am in no way a futurist, I am intrigued by how the world
is changing, how interconnected we have all become, how every facet of our lives is being affected by decisions made
elsewhere in the world. And while I am not an actuary, I am keenly aware that the profession is key to many of
the institutions, policies and programs that underpin a liberal democracy, everything from financial and insurance
companies to government and social programs and that you are responsible for maintaining and sustaining our civility
as a society by managing risk in such fields as diverse as healthcare, investments, banking and airline transportation.

Let’s start with some of the obvious risks that you will face as actuaries in this new global environment. First,
the problem of managing immigration is not going to go away. As Thomas Homer-Dickson notes in his new
book, The Upside of Down, the growing demographic imbalance between rich and poor countries is resulting in
increased migration of young people from poor countries into the rich countries looking for employment, and
Canada is a rich country. DavidWilletts, the Conservatives’ education spokesperson in the UK recently stated, and
I quote, “Exporting services is the easy part of globalization, importing people is the tricky part.” Yet, we as Canadians
pride ourselves on our record of multiculturalism, but things may be changing. Certain cultural practices of some
recent immigrants appear to be in conflict with mainstream Canadian values. Whether it is the debates in Québec
about the limits of accommodating religious minorities, the increasing attention on Indo-Canadian domestic violence
in British Columbia, the recent review of the Air India bombing, the arrest of 17 Canadian Muslims on charges of
plotting of terrorist attacks, or the recent Statistics Canada data that suggests that more of our immigrants are falling
into poverty and staying there longer, we are at increased risk as a nation for geopolitical strife and international
terrorism. And, should any of these geopolitical risks worsen, the impact on the business community, foreign investments
and insurance coverage would be noticeable.

Second, I do not have to tell this group that one of the most pressing problems we face as a country is our
growing prosperity gap, that is our declining productivity. Canadian labour productivity has advanced by 1.3 per cent
a year since 1981. Among 19 countries with populations greater than 10 million, Canada stands at the very bottom
with the exception of Mexico whose performance is -0.6 per cent a year. Now among the countries that beat
Canada are Poland, Turkey, Hungary, Britain, Portugal, Japan, Italy, Greece, Spain and believe it or not, France.
And yet, Canadians appear remarkably unperturbed by the fact that we are growing relatively poorer. Perversely,
we appear proud of it, yet the prosperity gap is not only a risk for the people of Canada, clearly it affects governments
too. If we were to increase our GDP per capita to match the U.S. level it would generate an additional $108 billion
a year in revenues for the federal, provincial and municipal governments. The risk of doing nothing goes beyond
our national borders given the interconnectedness of the world economy. So how will we manage energy supply
interruptions?What will be the impact on our economy of the expansion of Chinese exports? And how do we reconcile
our current prosperity gap with the evolving carbon economy? Do we see a future that has recently been suggested
by Al Gore that replaces taxes on employment and production with taxes on pollution, particularly, CO2?

Third, the risks associated with climate change are real and are beginning to have an impact on our daily
lives. Whether it was the massive winter storms this year in Vancouver which wreaked havoc and economic chaos
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to Stanley Park, the tornados this week in Southern Manitoba, or the forest fires in the interior of British Columbia,
the risks associated with natural catastrophes appear to be on the rise, but it goes beyond that. Agricultural drought,
loss of fish supplies, the infestation of Canadian forests by the pine beetle, all have corporate and economic risks

associated with them. And what about the political protests that arise from people who are both dissatisfied first
with the government’s response or lack of response to environmental degradation, and then second, they are very
dissatisfied with any attempt by government to raise the price of gas? What will be the impact of the production
of energy-efficient vehicles on the Canadian automobile industry? How will we reconcile the development of the
Tar Sands in Alberta with the soaring CO2 emissions associated with oil recovery? Will we see the unintended
consequence on the Prairies of the acute competition for productive land between food, fuel, forest and fibre, with
increased carbon sequestration and mining activities competing at the margin? And what do we plan to do as a
major agricultural producing country to balance the thirst for biofuels with our need for food?

And fourth, what will Canada’s relationship with China and India look like over the next decade? How will
we reconcile our concerns about global warming, human rights, outsourcing of services and protection of our
local economies with the growing recognition that we must collaborate with and participate in a global market that
sees China and India as leaders? Now if you doubt the urgency of this issue, just consider the announcement several
months ago that Algoma Steel was bought by India’s Essar Global Ltd. for $1.85 billion. And according to an article,
and I am sure you all saw it in Monday’s Globe and Mail, Ottawa will hold a summit this October to bring Canadian
brokers and insurers, so some of you may be there, face to face with their Chinese counterparts to facilitate strategic
partnerships with China. The article actually cites specific insurers such as Manulife Financial and PowerCore
who would like to gain a better foothold in China. The opportunity is vast.

One recent estimate pegged China’s household and commercial wealth at $4.9 trillion. I mean, these figures
are so large I can’t even comprehend them. This is driving Chinese demand for personal and corporate financial
services. Which brings me back to C.K. Prahalad. He clearly believes that when established private sector firms such
as Manulife and PowerCore start to look at those at the bottom of the economic pyramid, about 5 billion people
in all, they recognize that there is money to be made by serving consumer needs in the poorest countries in the
world, and they are right. On a purchasing power parity basis, just 10 countries; China, India, Brazil, Russia,
Turkey, South Africa, Mexico, the Philippines, Indonesia and Thailand, those 10 countries represent a GDP of
more than $15 trillion. This is a market that cannot be ignored.

Prahalad believes that innovative engagement in this new market will lead to large scale wealth creation. And if
you doubt it, just read some of his work and some of his examples. For example, a cardiac care facility in Southern
India is experimenting with health insurance for less than 20 cents per person per month, 20 cents per month per
person. They have signed up how many subscribers? Two million subscribers so far. Out of this pool 85,000 have
received medical consultations and 25,000 surgeries have been performed. Or, what about the weather insurance
being provided in rural communities in India by ICICI Lombard General Insurance Company? Maybe you know
this company. In this plan an insurance product was developed based on a weather index such as deficit rainfall or
extreme fluctuations of temperature for a very small premium. Insurance payments only occur when the specific
indices, such as a pre-specified amount of rainfall, are triggered.

So that is my list of global risks and challenges. There are, of course, many other risks, including the risk of
pandemics, the breakdown of critical information infrastructure, the proliferation of weapons of mass destruction,
or the emergent risk associated with nanotechnology, to name a few. While contemplating the specific individual
risks as very interesting, I believe the more important issue is acknowledging the fact that the world is changing.
Who would have thought 25 years ago that we would be taking off our shoes to go through airport security or that
we would be protecting our computers from viruses or that a SARS virus originating from bats in China would
infect and kill citizens in Toronto? Now, as actuaries you are responsible for employing your specialized knowledge
of the mathematics of finance, statistics and risk theory on problems faced by our society, and then calculating the
financial impacts of such risks. Yet, these new global risks are difficult to quantify in terms of both likelihood and
severity. They are often interconnected and inherently long-term and are almost impossible to price.
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Now, your president, Normand Gendron, concurs in an editorial in the recent issue of Beyond Risk he notes
how much the risk landscape has changed over the last 10 years and suggests that these changes are at the heart of
the actuarial profession. He quotes a recent report from the Geneva-based World Economic Forum titled Global

Risks 2007, and I would suggest you all download it, it is a wonderful report that makes the case for, and I quote,
“Taking an integrated risk management approach to major global challenges and the need to deal with the root
causes of global risks rather than reacting to the consequences.” I couldn’t agree more. Indeed, I do believe that
that is the issue, not only for professional actuaries, but also for all Canadians, to deal with the root causes of
global risks, rather than reacting to the consequences.

By way of making that case, I would like to turn to a great Canadian, Lester B. Pearson. Pearson understood that
challenge over 60 years ago, in 1946. When he was still in the Canadian diplomatic core he said this and I quote,
“Fear and suspicion engendered in Iran can easily spread to Great Bear Lake about the Arctic Circle in Canada and
bedevil economic developments there.There is now..” this is in 1946 “There is now no refuge in remoteness.” No refuge
in remoteness. As if any corner of the world today can be considered remote. Pearson comprehended this in 1946.
Clearly, he was ahead of his time. I would argue that most Canadians didn’t fully digest the practical implications
of his warning until the events of 9/11. Nevertheless, I think Pearson would be pleased today to know that we now
acknowledge the wisdom of his advice. But if he saw the state of the world, if he witnessed the risks we face, the
environmental threat of climate change, our declining productivity, the debate surrounding multiculturalism, the
political consequences of international terrorism, the wars in Iraq and Afghanistan, the health threat of AIDS in Africa,
the economic and environmental challenges that await as China and India kick into higher gears as productive and
developing countries, if he saw all this I think he would agree with the World Economic Forum report, that it is
time to deal with the root causes of global risk rather than reacting to the consequences.

Indeed, that is your call to action. Indeed, that is the call to action for all of us, to devote ourselves to addressing
the root causes of global risks, for it will require the active engagement of all sectors of our community, political,
economic, environmental, health, financial, academic and social in dealing with these risks. Now, I can hear you,
this seems impossible, this seems unlikely. If you are sceptical, however, about the likelihood of this happening,
think again.We should be heartened by an announcement inTuesday’s Globe andMail which highlighted the creation
of a school of international affairs inWaterloo. The school is the brainchild of Jim Balsillie of RIMwho, along with the
provincial and federal governments, is funding this think tank to tackle the globe’s most pressing problems. The goal
is to harness the knowledge necessary and transfer it to the world, technology transfer if you like on a global scale.

The idea is to build excellence in the social sciences to the same degree that Waterloo enjoys in the technology
world. Who would have thought 30 years ago that high-tech companies all around the world would be beating a
path to Waterloo for its graduates in research. I, for one, believe it is possible to develop the same level of expertise
and world class knowledge in global concerns, issues, policy and research. I applaud the vision and the partnership
that has been developed between the private sector and governments. It can happen in Canada.Which brings me back
to where we began, in Singapore with Lee Kuan Yew’s advice, that it will take more than technical and scientific
skills to address the root causes of global risk.

What better place than Canada to begin this process? What better professionals than Canadian actuaries to
embrace this approach? We have the wealth and the diversity to truly, to truly lead the world. We have the political
structures and heritage, the natural resources, the social integrity and the human capital, all we need now is the
commitment as a nation, the determination to contribute and the same conviction as Lester Pearson’s, that Canada
and Canadians can indeed make a difference.

Thank you very much.

(applause)

Moderator Normand Gendron: I would like to thank Ms Piper for the excellent presentation she made and
sharing her own vision and also her understanding of the global issues that we all face right now and that we will
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continue to face in the future. And the challenge I guess to the profession is to get into a new branch which would
be — a new number of branches — that would actually address all of those risks. So thank you very much for those
thoughtful comments and thank you for being here.

(applause)

I think this session is adjourned.
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