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What will be the impact for actuaries?

Our world in 2050
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Our world in 2050
Agenda

The Resource and Environmental Group:

• What we do.

We are going to paint a 2050 scenario that, in our opinion, 

and based on scientific consensus is likely in respect of:

• Climate Change.

• Rarefaction of Natural Resource.

The aim is then to discuss what the impacts are likely to be 

for actuaries and our clients.

We are not redoing the ‘climate change’ debate.
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Climate Change
Where are we now?

2009 was the second hottest year on record

•The last 13 years have all been in the hottest 20 years since 

records began

•April was the hottest month on record

•General consensus:

– World is hotting up

– It‟s probably due to human behaviour

– We don‟t really know that well the likely impact (and 

there will be „good‟ and „bad‟) but we can attempt to 

predict
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Climate Change
Where are we now?

No agreement at Copenhagen – CO2 emissions not 

reducing anytime soon

•In our opinion, the most optimistic scenario is a peak at 450 

– 500ppm*
•Impact depends on views on effect of feedback mechanisms

•General view is that this implies global increases of around 3 
degrees by 2100 but there may be feedbacks / tipping points

•Regional differences will be big
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In reality, there will be a range of likely outcomes
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1.5 º ?

Impacts of Climate Change

• More uncertainty on the impacts of climate change than the increase in temperatures ?

• Complex ecosystem with tipping points and feedback mechanisms
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Source: Zurich; summary of IPCC 2007
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Arctic Sea Ice Summer Minimum
September 1979 (Source: NASA)
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Arctic Sea Ice Summer Minimum
September 2007 (Source: NASA)
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Natural Resource Limits
We are likely to feel this first !

“It is no longer the ecologists who are the dreamers; it is 
those who think we can continue with infinite economic 
growth in a world with finite resources” French film maker 
Coline Serreau

• Fresh water is limited

• Oil and natural gas are reaching limits („Peak Oil‟)

• Ores are at lower and lower concentrations

• Soil is suffering depletion, erosion

– Palm Oil is symptomatic of our bad, short term choices

• Climate is stressed by higher CO2

• Oceans are polluted, acidifying, losing fish (“no more fish in 2050” -
UNFAO)

• Oil spills are in the news – Exxon Valdez shows the impacts
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Current British Situation
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Current British Situation
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No Oil – No Economic Growth
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http://aspo-usa.com/2009proceedings/Dave_Cohen_Oct_12_2009.pdf
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But there is stacks of oil left...
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It’s the flow rate stupid

• We are reaching peak production

• Doesn‟t matter how much is there, it‟s how quick and easy it is 

to get out

But surely renewables will step in ?

• Renewables will play a role but are oversold

• Don’t rate the chances of an electric plane

• Lithium for car batteries is running out

• Economists and their ham sandwiches
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What the World could look like in 2050

• Climate change starting to impact agricultural yields and water 

shortages

• Conflict increases as does migration

• Globalisation reverses (agricultural self sufficiency becomes the 

key issue)

Our Predictions

• Oil is at $300 a barrel (and £1= $1 )

• Water prices have increased 5 fold in real terms

• Energy prices have increased 10 fold in real terms

• Food prices have increased 5 fold in real terms

• Salaries reduced by 20% in real terms
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And China 

and the US 

control it

Stock Market Performance

15
© 2010 The Actuarial Profession  www.actuaries.org.uk

FTSE 100 

Index 

stood at 

6950 in 

December 

1999; 

currently 

at 5300

Nikkei 225 

Index stood at 

38957 in 

December 

1989. It has lost 

75% of its value 

and is currently 

at 10200

We believe 

markets will 

do a ‘Japan’

But over the 

next 40 

years

2010      2020      2030 2040       2050       
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Breakout Questions

To choose 3 from the following:

• How will climate change impact mortality assumptions? 

• Why have current mortality improvement assumptions not been 
borne out?

• With a shortage of resources and high oil prices, what will be 
the impact on inflation and therefore pension increases, cost to 
companies and governments?

• What impact will the end of cheap energy have on your 
investment return assumptions ? 

• How will benefit design change if we have zero economic 
growth over a sustained period?
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Questions or comments?

Expressions of individual views by 

members of The Actuarial Profession 

and its staff are encouraged.

The views expressed in this presentation 

are those of the presenter.
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