





Page 32 SA2-16: Profit reporting

The move to Solvency Il might cause more volatility in results from year to year ... [4]

... due to being more of a market-consistent approach / no longer having prudential margins that
could be released or increased to ‘smooth’ results. [4]
[Maximum 6]
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Problem solving

Syllabus objective

There are no explicit syllabus objectives covered in this chapter. However, the Subject SA2
Syllabus indicates that:

Students will be expected to be able to apply knowledge and skills from across the syllabus
topics to scenarios and questions proposed by the examiners and produce coherent
solutions and actions, including:

° analysing complex problems in terms of actuarial, economic and financial factors to
a level where appropriate analytical techniques may be used

° assessing the implications and relevance of such factors, integrating the results into
a coherent whole

° evaluating the results critically in a wider context, drawing appropriate conclusions

° proposing solutions and actions, or a range of possible solutions and actions, based
on this evaluation.

(This syllabus statement is partly covered in this chapter.)
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Introduction

As part of their preparation for the assessment, students must demonstrate knowledge and
understanding of the subject as a whole, in order to apply and produce solutions relating to
life insurance as follows:

. combine ideas across the chapters of the Subject SA2 Core Reading and apply them
to the scenarios proposed by the examiners

. analyse hypothetical examples and scenarios in relation to the application of life
insurance principles

o propose solutions and actions that are appropriate to the given context, and balance
benefit against inherent cost, with justification where required

. suggest possible reasons why certain actions have been chosen
o assess the implications of actions within a given scenario
o discuss the advantages and disadvantages of suggested actions, taking into

account the perspectives of different stakeholders.

Examiners will expect candidates to be able to apply the knowledge and understanding they
have developed through the study of the Core Reading for this subject, to produce coherent
solutions and actions in relation to the financial management of a life insurance company.

Solving problems is a vital skill for an actuary in their day-to-day work. Or rather, it is a range of
skills. First, the problem has to be identified and analysed, and its full implications understood in
a business context. Possible solutions must be proposed and evaluated, their merits and risks
assessed. Any resulting advice must be communicated clearly and unambiguously.

It is these skills that the examiners will be particularly seeking to test in the Subject SA2
examination.

In the introduction to this subject, we introduced the higher-level skills that are needed to pass
Subject SA2, namely:

. analysis

. synthesis

. critical judgement
. communication.

The aims of this chapter are:

. to help you to develop these skills

. to explain how to apply the skills when answering an exam question

. to show, with an example question, how to apply the skills and answer the question
. to give you some hints and tips on how to develop the skills further.
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