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Analogy of financial system | <
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‘ * Enterprises
NP Q — Alert and real-time

-t _ Agile

s — Optimise locally

* Regulators

— Clarity of role
— Sufficient info?
— Optimise globally

* Reaction to risk
— Hold more capital
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Financial services currently . =
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. Indjﬂspensability of technology
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* Problems exposed by increasing complexity
— Cost (IT Tech $1tr)
— Lack of agility

— Silos (e.g. separation of operational and modelling
environments) — Modelling error & complexity
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We can do better! .
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* Technology has driven rapid
transformation of financial services
(compare 40 years ago) — pre history

» 10-20 years’ time will see a vastly different
financial services landscape

* S0 how does one manage complexity?
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Managing complexity e
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* Form of Expression — Much Higher Level Needed

* Abstraction

* Generic Financial Contract

« Standardisation

« Semantic Technology

e Cloud Computing

« Sharing Financial Infrastructure

« Actuary as a Financial Enterprise Architect —
minimising complexity
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Complexity in decisions NI
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— Scenario-based

— Subjective

— Decision-makers may be forced to act on
Incomplete information or without deep
understanding of system
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Complexity in Decisions e
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* Increased complexity leads to inscrutability

« Dynamic Enterprise Optimisation

Constant
measurement
Dynamic Global modelling
adjustment and optimisation

« Self Regulating enterprises
* Actuaries’ role? Technology?
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Conclusion ST
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« Complexity Is increasing dramatically
* To deal with it we need
— New approaches
— New tools
— New technology

o Actuaries should take the lead In this
challenge.
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