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Main Issues Coming out of the COTOR Syllabus Discussions
1- Finance

a. Options

i. Binomial trees

1. Mixed opinions

a. Relevant because they deal better with real life problems and easier to implement through simulation with discrete points (Heyer, March 7th)

b. Martingale are more intuitive (Venter, March 6th)

ii. Black-Scholes

1. Mixed opinion

a. Relevant because serves as common reference point (Heyer, March 7th)
b. Does not work in actuality (Venter, March 6th)

iii. Incomplete markets for derivatives

1. Clear agreement that this a key missing piece of education if option pricing is to remain a part of the Syllabus (Venter, March 6th ; Heyer, March 7th)

b. Asset-Liability Management

i. Better exemplification of risk implications (Atkins, March 9th)

ii. Non applicability of duration matching (Venter, March 6th)

c. Insurance pricing and risk: Suggested papers:
i. Cummins-Phillips papers (Derrig, March 10th ; Desrosiers, March 21st)
ii. Derrig-Orr paper on risk premium (Derrig, March 9th)

d. Suggested textbook: Finance: The New Palgrave (Slyke, March 28th)

e. Too much portfolio theory and traditional option pricing [including ‘greek’ hedging] (Desrosiers, March 21st)

f. Corporate finance (especially mergers and acquisition transactions) should receive more emphasis as key in risk management (Desrosiers, March 21st)

2- Loss Modeling

a. More emphasis on heavy tailed distribution (Mildenhall, March 9th ; Francis, March 10th ; Venter, March 10th ; Monsour, March 10th ; Meyers, March 11th ; Slyke, March 11th ; Heyer, March 12th ; Heck, March 12th ; Pipia, March 12th ; 
i. Better explanation of meaning of higher moments, or of their non existence

ii. Better explanation of the meaning of percentiles

iii. Link to insurance pricing and financing
1. Gerber, H. U. (1979), An Introduction to Mathematical Risk Theory, Wharton School, University of Pennsylvania
iv. Relationship to insurance contracts
v. Introduction to Extreme Value Theory

b. Link to risk preference and risk loads (Atkins, March 9th)

3- GLM and other more advanced modeling technique
a. Agreement that GLM should be made an integral part of the syllabus (Atkins, March 9th ; Venter, March 6th ; Desrosiers, March 21st)
b. More powerful statistical techniques should be thought (Desrosiers, March 21st)

c. More powerful forecasting techniques should be thought (Desrosiers, March 21st)

4- Stochastic treatment of loss reserves

a. Agreement (Venter, March 6th ; Desrosiers, March 3rd)
5- Risk Load

a. Make it more concrete (Atkins, March 9th)

b. Missing a sub-section on risk loads for CATs (Atkins, March 9th)

c. Relationship with loss distribution (Venter, March 10th)

d. Incorporated better with financial pricing of policies (Desrosiers, March 21st)

6- Transforms

a. Should be an important component of risk modeling education (Slyke, March 11th ; Francis, March 11th ; 
7- Excel modeling

a. Should be an important component of risk modeling education (Slyke, March 11th ; Desrosiers, March 27th)
8- Exploratory data analysis

a. Should be an important component of risk modeling education (Slyke, March 11th ; Francis, March 11th)

9- Scenario modelling

a. Should be an important component of risk modeling education (Slyke, March 16th)

10- Ruin Theory

a. Mixed feelings

i. Not connected to financial reality (Venter, March 6th)

ii. more recent development on forecasting of financial stress should be included (i.e. recent development in ruin theory)  (Desrosiers, March 21st)
11- Recognizing non CAS syllabus education (Bault, March 21th ; Meyers, March 21st ; Heck, March 21st ; Venter, March 21st ; Monsour, March 21st ; Heyer, March 27th ; Atkins, March 27th ; Desrosiers, March 21st)

a. Mixed feelings

i. Some feel that it is easier to dig deeper in a subject in academic education

ii. Standardization of skills was felt to be an essential component of professional education

12- Importance of continuing education in developing risk modeling skills (Desrosiers, March 21st)

Suggested readings to be removed (Desrosiers, March 24th):
From Exam 8:

Altman, E.I., "Measuring Corporate Bond Mortality and Performance," The Journal of Finance, Volume 44, No. 4, September 1989, pp. 909-922. Altman C9-10 SK

Black, F., "How to Use the Holes in Black-Scholes," The New Corporate Finance: Where Theory Meets Practice (Third Edition), Chew, D.H., editor; McGraw-Hill/Irwin, 2001, Chapter 32, pp. 455-461.

Bodie, Z.; Kane, A.; and Marcus, A.J., Investments (Sixth Edition), McGraw-Hill/Irwin, 2005. Chapter or section citations are listed under the appropriate learning objective, and include Chapters 1, 2, 6-16, 18, and 25.

[Replaced by a shorter reading ... I am uncertain which one]

Hull, J.C., Options, Futures, and Other Derivatives (Sixth Edition), Prentice Hall, 2006. Chapter or section citations are listed under the appropriate learning objective, and include Chapters 2-5, 6.1-6.2, 7-15, 18, and 20.

[Replaced by a shorter/simpler reading ... I am uncertain which one]

Culp, C.L.; Miller, M.H.; and Neves, A.M.P., "Value at Risk: Uses and Abuses," The New Corporate Finance: Where Theory Meets Practice (Third Edition), Chew, D.H., editor; McGraw-Hill/Irwin, 2001, Chapter 33, pp. 462-471.

Fabozzi, F.J., The Handbook of Fixed Income Securities (Seventh Edition), McGraw-Hill, 2005, Chapter 37.

Noris, P.D., "Asset/Liability Management Strategies for Property and Casualty Companies," Morgan Stanley, May 1985.

Stulz, R.M., "Rethinking Risk Management," The New Corporate Finance: Where Theory Meets Practice (Third Edition), Chew, D.H., editor; McGraw-Hill/Irwin, 2001, Chapter 29, pp. 411-427.

From Exam 9:

Ferrari, J.R., "The Relationship of Underwriting, Investment, Leverage, and Exposure to Total Return on Owners' Equity," PCAS LV, 1968, pp. 295-302. Includes discussion: Balcarek, R.J., PCAS LVI, 1969, pp. 58-60.
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