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CONTINUOUS MORTALITY
INVESTIGATION

IMMEDIATE SINGLE LIFE ANNUITIES FOR TERM
CERTAIN AND LIFE THEREAFTER : 1948-56 EXPERIENCE

1. Starting with the year 1948, returns were made by the offices
of their data under immediate single-life annuities issued for a term
certain and for the remaining lifetime of the annuitant. One of the
expected effects of the Finance Act, 1956, was to eliminate the
demand for this type of contract, and it was decided to discontinue
the collection of data after the end of 1956. Although what follows
is a historical report of the mortality experienced under this class of
annuity during the nine years for which data were collected, at the
same time it may perhaps be regarded as having some bearing on the
future to the extent that the data for ordinary immediate annuities
may now be expected to include a number of lives who would, but
for the 1956 Act, have purchased contracts under the “ term certain
and life thereafter ” class.

2. When it was first decided to collect the data, it was thought
probable that the “ term certain and life thereafter ” class might
exhibit heavier mortality than ordinary immediate annuities. Each
year, as a routine operation, the expected deaths were calculated
according to the a(f) and a(m) tables, and when work on this report
was started the information readily available consisted of the actual
deaths and the expected deaths on this basis under the class in question
for each of the years 1948-56, together with similar information under
ordinary immediate annuities for each of the years 1948-52 only. As
from 1953 the expected deaths under the ordinary immediate annuities
had been calculated only according to the a(55) table and the genera-
tion table which was published with it.

3. Before calculating the expected deaths under either class on any
other basis it was decided to examine the information which had
already been compiled. To enable comparison, as far as possible at
this stage, with the ordinary immediate annuities, the ‘ term certain
and life thereafter ” data for the nine years were divided into two
periods 1948-52 and 1953-56, and the experience for these periods and
for the nine years combined are shown respectively in Tables 1-3.
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A comparison between the experience for 1948-52 and the experience
under ordinary immediate annuities for the same period is shown in
Table 4.

4. The percentage ratios of actual to expected deaths given in
Table 4 exhibit no regular pattern with age, but the ratio 100 4/E is
lower for the “ term certain and life thereafter * class than for the
ordinary single-life annuities for all age-groups but one in the male
duration 0 experience, for all but one in the male durations 1 and over
experience and for all groups in the female durations 1 and over
experience. Only in the female duration O experience is the picture
different, with the ordinary annuities having the lower ratio in four
of the seven age-groups, but even here there is no significant difference
over the whole range of ages.

5. It seems doubtful whether a really bad life would wish to pur-
chase either type of contract, but if there has been any tendency for
worse lives to choose the ‘ term certain and life thereafter ’ annuities,
the preceding paragraph leads to the conclusion that this tendency has
been swamped by other forms of class selection—e.g. the selection
which might have taken place if prospective annuitants in the higher
income groups chose the term certain type for its tax advantages,
In the case of the females at duration O it has been a matter of can-
celling out rather than swamping, while in the case of both sexes at
durations 1 and over the comparison may have been distorted if
the term certain experience was of appreciably shorter average dura-
tion than the ordinary annuity experience; it is, however, interesting
to note in this connexion, from Table 3, that over the whole period
1948-56 the experience for ‘‘ term certain and life thereafter *
annuities at durations 2-4 was not very different from the experience
at durations 5 and over, and therefore any such duration effect
would be of much smaller magnitude than the disparities disclosed
by Table 4.

6. In view of these results it seemed doubtful whether any advan-
tage could be derived either from extending the comparison between
the two classes according to the a(f) and a(m) tables to include the
years 1953-56, or from making the comparison according to the a(55)
table. However, the possible implications for the future mentioned
in paragraph 1 suggested that it might be useful to examine the data
for 1951-54 and 1955-56 according to the generation table published
with the a(55) table and compare the results with those given in the
report on the experience of ordinary immediate annuitants over the
period 1951-54 (T.F.4. 25, p. 316). To make the results directly
comparable the data for durations 1-4 have been amalgamated, while
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for the sake of completeness the “life thereafter” part of the
experience—which has only been returned by the offices for all
durations combined—has been included in the data for durations 5
and over. It is believed that the *life thereafter ” experience
would largely have belonged to this duration group, and as it was
numerically much smaller than the term certain experience at dura-
tions 5 and over it is considered that little distortion is likely to
arise.

7. The results of this comparison are shown in Table 5. Apart from
the younger ages, at which data were scanty, it will be seen that the
percentage ratios are generally lower for the ““ term certain and life
thereafter ’ annuities than for the ordinary immediate annuities,
and this is consistent with the results of the previous comparison
given in paragraph 4. In general, the “ term certain and life there-
after ”’ experience was much smaller than that of the ordinary
annuities, with the result that the precentage ratios of actual deaths
to expected deaths for 1951-54 for the two classes combined were
little different from the ratios for the ordinary immediate annuities
only. An exception to this was the experience of male lives at dura-
tions 1-4, where the term certain class included nearly three-eighths
of the total actual deaths (and 42349, of the total expected deaths),
with the result that the ratios for the two classes were very consider-
ably lower than for the ordinary immediate annuities only.

8. It should not be deduced from this note that the experience of
ordinary immediate annuities issued since the 1956 Act took effect
will necessarily be of lighter mortality than would have occurred if
that Act had never been passed. They may well include many lives
who would not have purchased annuities of any kind under the old
taxation arrangements. It is reasonable to suppose that from 1956
to 1957 there may well have been some change in class selection,
giving rise to some discontinuity in the mortality experienced under
ordinary immediate annuities, but until the actual results are
investigated it is impossible to predict the direction or extent of the
discontinuity. All that can be said is that to the extent that lives
who would under the old arrangements have chosen the * term certain
and life thereafter ” class are diverted by the effects of the Act into
the ordinary annuity class, the indications are that to this extent only
some reduction in mortality may be expected.
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