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On the Integral of Gompertz’s Function for expressing the Values
of Sums depending upon the contingency of lfife. By W. M.
Maxesam, Fellow of the Institute of Actuaries.

GOMPERTZ’ S Fuanction for expressing the probability of a person
surviving any given period, @, is ; -9¢. TFor the purpose of

adapting this expression to the entire period of adult life I have
added the factor e, The two expressions become identical in
Jorm when the factor ¢ representing the effect of discount is
mtroduced, and both may therefore be correctly designated by the
name of “ Gompertz’s Function.”

The interest excited by the publication of Gompertz’s cele-
brated hypothesis, and the attention which has In consequence
been bestowed upon it, have already resnlted in the discovery of
some curious and important properties of the function in question;
and, as Mr. Woolhouse has pointed out, it is not improbable that
the disclosure of others may reward the industry of those who
choose to cultivate the field. The principal of those already dis-
covered—viz., the property of uniform seniority—we owe to De
Morgan. By the aid of this important property the number of
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tables required in the ecomputation of Life Contingencies became (as
I have shown on a former occasion) materially reduced. TFor each
mortality table, and each rate of interest, a complete set, from a
single life up to any required number of joint lives, could be com-
prised in a comparatively moderate space, while under the old
system the task would be attended with insuperable difficulties.

A further step in the same direction will be found in a paper by
Mr. Woolhouse (see Journal of the Institute of Actuaries for July
1870), who suggested a contrivance by which the number of tables
for any given rate of mortality could be reduced to a single series
Jor successive rates of inferest,—the annuity values for any given
combination of ages being found by a process of double interpola-
tion. It will be seen also, from the Editor’s note at the end of the
paper in question, that a similar idea had occurred to Mr. Meech,
an eminent American actuary, and was communicated to me hy
that gentleman in December 1868,

By the last mentioned improvement we should be able to
deduce the value of an annuity on any given combination of lives
and at any given rate of interest, by means of a single table of
double entry calculated for specific values of the constants ¢ and ¢
of the formula. But the table in question would be of no use for
deducing the values of annuities according to a mortality table
derived from other values of these constants. 'The table, however,
which 1 now submit, and which, like that last referred to, is a
single table of double entry, has this further 1mportant advantage,
viz., that it is applicable to «ff values of the constants g and ¢
whatever, and is therefore available for determining the values of
annuities, not only for any given combination of lives and for any
given rate of interest, but also for any given rate of mortality.
That is to say, the advantage obtained by the law of uniform
seniority (as modified according fo the idea of Messrs. Meech and
Woolhouse) i reference to a single given mortality table, is, by
means of a contrivance which I have now to explain, extended so as
to comprise all mortality tables whatever constructed according to
Gompertz’s Function.

The value of a continuous annuity on any given life or any
combination of joint lives expressed in terms of Gompertz’s Func-
tion, is

i ® .
Wfﬁ -,

Now it will be seen that in order to tabulate this function

Downloaded from https://www.cambridge.org/core. INSEAD, on 19 Sep 2018 at 20:53:25, subject to the Cambridge Core terms
of use, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/52046167400044268


https://www.cambridge.org/core/terms
https://doi.org/10.1017/S2046167400044268
https://www.cambridge.org/core

1873.] On the Integral of Gompertz’s Function. 307

completely we should require a table of no less than four variables
—corresponding to the three constants g, ¢, and (¢+6), together
with #, the inferior limit of integration. 7%ree variables, altho’ a
somewhat troublesome matter, are at least practicable (as T have
shown i a paper on this subject in vol. 16 of the Journal) by
reason of the fact that space has three dimensions; but four
mvolve a difficulty which would puzzle the genius of Euclid
himself to surmount.

Among the contrivances available for facilitating the tabu-
lation of definite integrals none are of more important use than
that of changing the independent variable. In the case in hand,

I put
z=zlog q+log2% N )
_a+8
n= m (2)

the logarithms being common logarithms.
From (1) we get
dz=log q.dz,

and substituting these values in the given function, the ntegral
becomes

1 1 °
}_qu .1—__‘—0—195‘6—ﬁ2j310 0 . € ”z,dz;

in which 1t will be seen that by a very simple transformation we
have succeeded in eliminating fwo of the arbitrary constants, and
thus reducing the process of tabulation to one of double entry only.
The following is a proof of the transformation just effected.
ge=10l080- 10527
=1QMzs- 105 log? ;1,, from (1).
But  10-le=lo-eswei— - -1 _ 1
10be-Tog, }_Qg 2 I()g g
gg’__: 1Qtosg. 10°x — i:__g_g

=10-1

( z-lmgg%')
Also e@+8 —¢—nloed\ 57— / from (1) and (2)
= g—nzgnlog® z'
1
=¢ "¢ [putting enlog’y — e]
x 2
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308 On the Integral of Gompertz’s Function. [APRIL

Hence we have
gle @+ =10-10 ¢n5 ¢

and as dz= ld_z , the integral becomes
og ¢

1 1 w
i 10 —mz
log g 10_1°z.e—nz_c§210 e c.dz

from which we get the transformed integral above given, as the
constant ¢ from the way in which it is involved evidently disappears.

On a former occasion (see Journal vol. xiii, p. 349) I proposed
the following transformation of the same integral, which would

answer all the purposes of that just described, but which I think
would be found more troublesome to calculate.

Put U:(logeé)'(j‘”
and =— atd
log. ¢

whence g¢°(=el9")=¢"%. And observing that —(z+0)=
v’)n

mlo we have et — logeqyme — e — — |
g [ ‘]; g (10g . é)m

Again,

d
% = (log e?} ).¢%.Jog.g=v.log,q. Hence, substituting, we have:
e—w'@'m
Felatile — —————
! S Qg
an
1 " ® % . 1 ©
et —{a+8)x - - —w -
gg$€~(a+s)wyzgq ez e log, gLe A d

the second member of which equation (omitting the factors ontside
the symbol of integration) is the form of the well known gamma-
function, or second Eulerian Integral.

Now it is a well known property of the last named integral that

Jemr.om. do=—e~*om 4+ [y
whence the following equation is easily deduced:
—r'g— GD—'(} SH — 1 Vi {“"9 _
e'“’.?:m“logegjf " dv= log,q + e2wm log, g) f e
or
_(v_ 1 m—v T —1 T — 1 m—1 © .
oo = 1080 ewj e

By means of these equations, having found the value of an annuity
corresponding to any given value of m, we may with facility deter-
mine the annuity corresponding to m+1. It is by virtue of this
property that we are able to limit the tabulated integral to values

Downloaded from https://www.cambridge.org/core. INSEAD, on 19 Sep 2018 at 20:53:25, subject to the Cambridge Core terms
of use, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/52046167400044268


https://www.cambridge.org/core/terms
https://doi.org/10.1017/S2046167400044268
https://www.cambridge.org/core

1873.] On the Integral of Gompertz's Function. 309

of n from 1 to 2,—all other values being easily deduced from
those found in the table.

Comparing the expression for the integral tabulated, viz.—

1 L
log-WJ210 1° e ”Z.dz

with that representing the logarithmic values of annuities, viz.—

it will be seen that the two are identical in form. This identity
suggests a simple method of computing the former integral by the
rules laid down by Mr. Woolhouse for the calculation of continuous
annuities, which is the course I have found most convenient in the
construction of the accompanying table.

The figures In antique type in the table are the divided dif-
ferential coefficients of the function; and the process of interpola-
tion is performed in accordance with the rules given in my paper
on this subject in vol. xvi of the Journal (see page 111). The
following examples will be sufficient to illustrate the process :—

Ezample 1. Required the value of a continuous annuity at 5 per-
cent on a life aged 30; according to the values of the constants
deduced by Mr. Woolhouse from the new HMF experience (see
Journal, vol. xv, p. 405.)

1_ . 1_3
Here log, = 0004121 log®? = w6150
logg= 04 logg® =12
a=log.a= 00659 z=388150
S= 04879
a+8= 05538
)
ot =n=13845
log g
Nearest tabular value (corresponding to 2=38 and n=1'3)
=1-81260
— 895 X ‘150 = — 1342
—  BaX{150P=— 13
— 2360 X 845 = —19942 —21296 = 17870
+ 44 x(sssp=+ 315
+71 X150 X 845—=+ 90 +405 = 40
=179170

Deduct log (log ¢) =2-60206
log of annuity required =1-18964
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310 On the Integral of Gompertz’s Function. [APRIL

‘When the required annuity is payable during the joint con-
tinuance of s lives, the value expressed in terms of Gompertz’s
function is

1 - I —_
mﬁ; Lotz
where z is the youngest age and (d, d’, 4”7 denoting the differences
between # and the other ages respectively) ¢’ is determined by the

equation
1 1 ,
log 5= log= x(A+¢?+¢g¥+....)
g g
1 1 ,
or logz.(? =log2§ +log(14+¢%+¢¥+ ....).

Ezxample 11. Required the value of a continuous annuity on
two joint lives (aged 27 and 37 respectively) the rate of interest
being 4 per-cent, and the constants of mortality being

log?; =7407492

4= -0081972
logg = -o41667
Here log?] =log?] +log(1+¢'%) =%4075+ 5675 =159650
z log g="041667 X 27=1-1250
20900=2
2a-+8 __ 101639403922 e
and n= Togg ~  0M6e =143346=n
Nearest tabular value (=20, n=1-3) =T%0245
—1128 X9 = —10152
— 6eX(92 =— 527
—2211 X346 = — 7650 —1832'9
+ aBx(3462 =+ 43
+ TX9XB6=+ 240 +28-5= —1804
77441

Deduct log (log ) =%61979
log of annuity required=115462

The corresponding annuity is 14:276. The value of the same
annuity deduced independently from a private mortality table
(constructed from the constants above given) is 14-275.

It will be observed that the trouble mvolved in the process of
determining the required values arises solely from the limited
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extent of the table, necessitating the use of two orders of differences,
and may be entirely obviated by the construction of a table on a
sufficiently extended scale.

Generally speaking, the values of annuities on a single life
from 3 to 8 per-cent, and on as many as six joint lives at any rate
up to 4 per-cent may be deduced directly from the table. This
will no doubt be found sufficient for most practical purposes; but
by means of the property of the gamma-function before adverted
to the application of the table, if necessary, may be extended to
cases beyond the above-mentioned limits.

I believe myself entitled to claim the credit of having first
pointed out the equivalence of annuities payable at various intervals,
when the period of the next payment is undetermined; and the
consequent error of the practice of substituting the equivalent
annual payment for Half-yearly and Quarterly premiums in the
Valuations of Assurance Companies by the customary method of
classification according to age. Mr. Woolhouse has since shown
that in valuing (in the gross) a large number of independent
annuities, payable at different intervals and at different periods of
time, the employment of the continuous-annuity value is the
strictly accurate mode of procedure (see his paper ¢ On an Improved
Theory of Annuities and Assurances” in vol. xv). Henee it would
seem to follow that the tabulation of the continuous-annuity values,
in liew of the arbitrary annually-payable” annuities, would be
more consistent both with scientific accuracy and practical con-
venience. When the very common question is put, how many years’
purchase is a given annuity worth P—without specifying either the
interval or the period of payment,—the true answer, and the only
true answer, is, the continuous-annuity value for the given age.

In the continuous system the “force of discount” becomes the
nominal rate of interest; and would therefore be gquoted in integers
or the aliquot parts of infegers. Thus (to take the ecase in
Example II) in Len of 08922 . .. {ad inf.) which is the force of
discount corresponding to 4 per-cent, we should take 6=-04. The
value of the reversion on a hife aged » at the nominal rate of 4 per-
cent (continuous) would therefore be 1—-04 x z,, the numerical
value of which expression may readily be ascertammed by inspection
from the table of annuity values. Many other advantages of a
practical character would follow from the adoption of the continuous-
annuity basis (as suggested by me in a letter published in the
Journal for July 1861) for the valuation of life contingencies.
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