
Part 1 – a) Life annuities practices has assumed origin in Romans.  The “Falcidian fourth”, 
effective from 40 BC, stated that the rightful heir(s) to an estate were entitled to at least one-fourth 
of the assets bequeathed. Since many bequest kinds lacked discernible market prices, the Roman 
jurist Ulpian developed a life table to convert life incomes to certain annuities. Table of Ulpian 
priced annuities based on the life expectancy of the annuitant; however, the effect of interest rate 
was unknown. After the Roman collapsed, life annuities were carried forward into the census 
contracts of medieval Europe. In The Dark Ages, medieval Christianity dominated socially, 
culturally, economically. Monasteries and churches sold and dealt in life annuities. The foundation 
of scholastic economic philosophy was justice, not profit. Social contracts like rentes and census 
were governed by the idea that money is sterile. It is "un-Christian" to demand payment more than 
what was loaned out, interest payments connected with the scholastic usury were forbidden. In 
contrast, activities like gambling were accepted. Life annuities were a legitimate way of receiving 
interest without violating the doctrines. Around 1260, early issues of perpetual annuities and life 
annuities by cities (not religious organizations) appeared in medieval states in Northern European. 
Medieval towns needed to borrow to finance wars, due to the lack income from taxes and rents. 
Municipalities continued to offer life and redeemable annuities throughout Europe. Life annuities 
were a well-established and significant means of municipal financing in Italy, Germany, and the 
Low Countries by the early 15th century. However, most of the life annuities payouts were not 
age-based. In late 16th century, secondary trading was available and Government debt was 
purchased directly from the Exchequer. Borrowings were in the form of life and term annuities. 
By the 17th century, concept of expectations was incorporated, and important development in 
pricing methods, such as Halley’s method, showed how payouts should depend on age. 
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