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CORRESPONDENCE,

ON A TABLE FOR FACILITATING THE VALUATION OP
ABSOLUTE REVERSIONS.

To the Editor of the Journal of the Institute of Actuaries.

SIR,—The accompanying Table, suggested by Mr. Sprague's Table of
the Value of Life Interests (contained in the 8th volume of your Journal)
will, I think, be found useful. Its title is sufficient explanation of the
purpose for which it is intended.

T he values indicated are based upon the well known formula v—(1—v)a,
in which v is the present value of £1 due a year hence, and a the price of
a whole-life annuity of £ 1 ; and it is evident that, whilst dealing with the
same rate of interest, the difference between the results for any two given
annuity prices consists of the difference between such prices multiplied by
(1—v). If a series of annuity prices be taken in arithmetical progression,
the second term of the formula will form a series in like progression,
Gausing the results of the whole expression to diminish by a constant
quantity. When, therefore, the values for two prices are known, the value
for any intermediate price can be found by the most simple method of
interpolation.

If a be successively increased by one shilling, the series of values,
starting from that corresponding to an annuity costing x pounds, will be—

£ s. d.
for X 0 0

,, X 1 0

,, X 2 0

,, X 3 0

And similarly, if the successive increase be one penny, we shall have

https://doi.org/10.1017/S2046167400049818 Published online by Cambridge University Press

https://doi.org/10.1017/S2046167400049818


1869.] Correspondence. 
149

for

,,

,,

,,

£
X

X

X

X

s.
0

0

0

0

d.
0

1

2

3

from which it is seen that y shillings added to the annuity price diminish

the value sought by and that % pence dimmish it by

Consequently the value corresponding with
£
X

s.

y
a.
z 

is

or

In the Table are given, the value for each whole number of pounds
which occurs in practice, and the quantity to be deducted for each possible
number of shillings, and of pence; so that the means are afforded for readily
obtaining the value arising from a combination. To prevent any mis-
understanding in the matter, it may be well to give an example. Suppose
that an absolute reversion to £1,000 cash has to be dealt with; that the
Life Tenant is a male, presently aged 65; and that we desire to know
what sum will just secure a purchaser 5 per cent upon the total sum which
he must invest. Taking the government price of an annuity, £8.17s . 10c?.,
we have

for the £8 
571·4286

for the 17s., to deduct, 40·4762

530·9524
for the 10d., to deduct, 1·9841

528·9683=£528. 19s. 4d.

I need hardly remark that, in some cases, the Table is applicable where
two or more persons are enjoying the proceeds of a Trust Fund.

I am, Sir,
Your obedient servant,

HENRY MOUNTCASTLE.No. 1, Moorgate Street, London,
7th December, 1868.
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Table for ascertaining the Value of an Absolute Reversion ; so as to
allow the Purchaser a given rate of interest upon his outlay;
according to the price of an Annuity payable during the life of the
person at whose death the Reversion will fall in.

Quantities to be deducted on account of shillings occurring in the price of
the annuity.
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Quantities to be deducted on account of pence occurring in the price of the
annuity.

We print this modification of Orchard's tables in the form adopted
by our correspondent; but we think no good purpose is served by giving
more than five decimal places. In practice, it would probably be better to
make the corrections additive: thus, taking the above example,

£8. 17s. 10d.=£9—2s. 2d.

Value for the £9=523·809524
Add for the 2s. 4·761905

,, ,, 2d. ·396825

Value, as above, 528·968254
ED. J. I. A.

ON "TEN YEAR NON-FORFEITURE POLICIES."
To the Editor of the Journal of the Institute of Actuaries.

SIR,—If leisure had permitted 1 intended to have given in the last
Number of the Journal a development of the suggestion contained in your
foot note to my letter in the January Number, and to have looked at the
American ten year non-forfeiture policies from the surrender point of view.
I now propose to do this, and as all numerical results given in the present
communication are based upon the Experience rate of mortality and three
per cent interest, it will be advisable first to give the following recomputed
values, on the same basis, of the numerical illustrations contained in my
last letter.

Each of these results denotes the annual premium per cent.
If, now, we call Vn the true cash surrender value of a policy at the

end of the nth year, just before the (n+1) th premium becomes due, and
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