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INTEREST RATES AND POSSIBLE FUTURE
.
TRENDS
B. H. BECKHART
Professor of Banking, Columbia University

To appraise the permanence or lack of permanence of the current
level and pattern of interest rates, one must review the factors which
resulted in present interest rate levels. Only if these factors are
reviewed is one in a position to determine whether the current level
and pattern of 'interest rates will persist or whether they may be
succeeded by a different level and pattern.
At the outset one must distinguish between the level and pattern
of rates. The level of rates is usually measured by the yield on longterm obligations. The yields prevailing on railroad bonds are often
used for this purpose, because such bonds have been a feature of
the American money market for over 100 years. Since the Civil War,
yields on American railroad bonds have exhibited three major movements. The first was a decline in yields from 1868 to 1898, the secon
an increase, from 1898 to 1920, and the third, a decline from 192.
to 1946.
Since 1931 the decline in the level of rates has been accompanied
by a change in the structure or pattern of rates. The structure of
rates has to do with the relationship of short- to long-term rates.
Naturally there are three possibilities. Either the short-term rate is
below, equal to or above the long-term rate. Over the past fifteen
years, the short-term rate has been below the long-term rate and the
interest curve in consequence has been an ascending curve.
Prior to 1931 an ascending interest curve was rarely encountered.
Thus in only 2 of the 31 years from 1900 to 1931 was the short-rate
below the long-rate. In 10 years it was equal to the long-rate and
in 19 it was above the long-rate.
At the present time the level and structure of interest rates are
measured by the yield on Government obligations of different maturities. Pre_sent interest rates are abnormal in two respects. The level of
rates is unprecedentedly low and the structure of rates is of the
ascending type.
[61
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The decline in the average yield on long-term bonds and the
greater decline in short as compared to long-rates since 1931 are the
result of commercial bank purchases of the debt. Thus from the
accompanying table it will be noted that commercial banks in the
period from June, 1933 to December, 1941 increased their holdings
of the interest-bearing debt by 14,313 million dollars, which was the
largest increase occurring in any one of the different categories. In
these 81/2 years the rise in commercial bank holdings of the public
debt came to 34.4 per cent of the increase taking place in the total
interest-bearing debt.
Table 1
Ownership of U.S. Government Securities—Direct and Fully Guaranteed
(in millions of dollars)
Ownership Distribution of the Public Debt
End or
Month

1933—June
1941—Dee

Total
InterestBearing
Debt

C
'
S•(-1°°1
A geneles
and
Trust Funds

Federal
Reserve

t2.2Jai;
6.3.76x

li 8S9
9.529

$1.998
2 234

Cammerel&I
Banks

Insurance
Companies

Mutual
Savings
Banks

Other
Investors

9 7.477
21,790

$1.000
8,000

$ 720
9,700

I110.300
18,600

134nks

Had commercial banks not purchased Government obligations in
the period covered by this table, yields would not have reflected as
great a decline. Commercial banks were the most important demand
factor in the market and, owing to the magnitude of their purchases,
yields fell despite a sharp increase in the debt.
In their purchases of the public debt, Commercial banks, on the
whole, preferred the shorter obligations. This is indicated by the
fact that the average maturity of the debt held by commercial banks
has been less than the average maturity of the total debt. It was this
preference on the part of commercial banks that caused the yield
on shorter issues to decline more rapidly from 1933 to 1941 than
the yield on the longer issues--in other words, that caused the emergence of the present yield curve.
It seems fairly obvious from available evidence 'that the decline
in the yields on Government obligations which took place from 1933 to1941 was not the result of an increase in savings but rather of an
increase in credit expansion. If savings had risen pari passu with the
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increase in the public debt, commercial bank credit would not have
had to expand to absorb that amount of the debt not taken by other
investors.
Shortly after Pearl Harbor the decision was made to continue
with minor modifications the yield curve on Government obligations
existing at that time. Inasmuch as this curve had resulted from huge
credit expansion, it was recognized by students of the subject that
its maintenance during a war would require credit expansion at an
accelerated rate.
By the Fall of 1942 the yield curve on Government obligations
assumed the form which lasted until the end of 1944—y8 of 1%
on Treasury bills, /7ii of 1% on certificates of indebtedness, 2%
on 10 year bonds and 21/2% on 26 year obligations.
The implication of such a curve is that interest rates will rise.
In other words, its maintenance depends upon uncertainty relative
to the future of 'Ong rates. If the belief becomes general that long
rates will not rise, the curve will begin to change. Long-term rates
will tend to fall and short-term rates to rise. In other words, theft")
interest curve tends to become flat.
An ascending curve not only carries the implication that interest
rates will rise but such a curve induces the Government to finance the
deficit by increases in the floating debt which carries the lowest interest
rate. Since the floating debt is held largely by commercial banks,
this circumstance gives rise to further increases in the volume of credit.
The increase in bank credit during the war, from the end of 1941
to the end of 1945, was the greatest in the history of our country.
Holdings of Government obligations on the part of commercial banks
rose from 22 to 91 billion dollars and on the part of the Federal
Reserve Banks from 2.4 to 24 billion dollars. Had the war been
financed at a higher level of rates and had the interest curve been
of the horizontal rather than of the ascending type, doubtless a
smaller volume of bank credit would have been involved in the
meeting of war.costs. Higher short-term rates would have induced
businesses and corporations to make greater use of their idle balances
and higher long-term rates would have induced the investing public
to purchase a greater volume of Government obligations.
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To enable and induce commercial banks to purchase Government
obligations a series of important credit and monetary actions were
adopted. The Federal Reserve Banks stood ready to buy all Treasury
bills offered at. 3
/8 of 1 per cent and, in general, to 'purchase other
Government obligations whenever necessary to prevent yields from
rising above the ceilings established. Member bank excess reserves
were maintained at a level of about one billion dollars. Member
bank reserve requirements were lowered in New York and Chicago.
The discount rate on advances to member banks secured by Government obligations maturing or callable within one year was fixed at
one-half of one per cent at all of the Federal Reserve Banks,1 and
at one per cent on advances secured by other Government securities.
War loan accounts were exempted from reserve requirements. The
reserve requirements of the Federal Reserve Banks against both notes
and deposits were reduced to 25 per cent.
The exemption of the war loan account from reserve requirements
meant that commercial banks increased their holdings of the public
debt mainly during the loan drives. It was then that they purchased
4111/ obligations sold by other investors who were reducing their portfolios
in order to participate in the current drives. Later on, as the war
loan account fell and private deposits rose, member banks, in order
io build up their reserves to the legal minimum, shifted Government
obligations to the Federal Reserve Banks.
The responsibility placed upon the Federal Reserve Banks to
maintain the interest rate curve meant that they surrendered discretionary control over the amount and type of Government obligations
they purchased. Control over open-market operations passed into
the hands of the market. It was the market that decided the amount
and type of Government securities to be shifted to the Federal Reserve
Banks.
Commercial banks were not, as often alleged, simply residual
buyers of the debt. They purchased the debt not at distressed prices
but at rising prices. Had other policies been followed, had a larger
proportion of war costs been financed from taxes, had a larger
proportion of the debt been sold to buyers other than commercial
lEliminated April 25, 1946.
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PROPOSED RATES FOR GIFT ANNUITY
AGREEMENTS
GEORGE A. HUGGINS
Consulting Actuary

There are four basic principles involved in the financing and
administration of annuities which may be summarized as follows: (1)
Expense of administration; (2) Security of principal; (3) Rate of
earnings on invested reserves and (4) Rate of mortality among annuitant lives.
Let us consider them in order.
1. Expense of administration
No matter how economically an annuity department may be
administered by a non-profit agency, certain administrative expenses
are inherent which may be classed as (a) promotion or (b) administration.
(a) Promotion—In this line of activity, as in nearly every other
like one, it pays to advertise and the volume of gifts received as Ill
consideration for annuity agreements is generally in direct relationship to the promotional appeal. However, we do have to consider the
amount that can reasonably be expended for that purpose.
(b) Administration—The administration expenses need not be
very great but every outstanding annuity agreement carries with it
some administrative expense, regardless of whether these expenses
of administration are charged against the annuity department or are
financed out of the general administrative expense budget of the organization. The fact remains that they are there, even though more
or less under the control of the management.
In the rates proposed for consideration, we have made an allowance of 5% of the total gift for the expenses of promotion and administration. Of course, that does not necessarily mean that that money
has to be expended. The lower the expense rate, the better are the
results to the organization as to the available gift portion of the total
contribution.
2. Security of principal
This is a very important element in our problem. However, t e
161
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principal of the reserves necessary to provide the promised annuity
payments can be safeguarded by a wise investment program that is
designed more with a view to the protection of the principal than to
a high rate of yield. Furthermore, investment losses of principal can
be made up out of profits on sales or excess earnings on the invested
reserves or, as a last resort, out of the gift portion of the original contribution. This element is mom or less within the control of the management.
3. Rate of earnings on invested reserves
The yield rate on invested reserves is pretty much a matter wholly
out of our control. It is affected by economic and governmental influences which make us the sinned against rather than the sinners.

1111

'The basic laws.of supply and demand, which should play such an
important part in the yield on invested reserves; i.e., the rental value
of the funds, no longer operate freely. This is due largely to governmental control and regulation of interest rates. The Federal government is confronted with the payment of interest on.a funded debt that
is staggering in its enonnity. Therefore, from the viewpoint of the
funds required annually to meet the interest on the public debt, the
Treasury Department officials are directly interested in the rate of
interest on the debt and aim to force down and keep down the rate of
interest on U. S. Government bonds. Again, in the event of the refinancing of U. S. Government securities which cannot be met with
cash, the lower the yield rate, the better the terms they can get in
such refinancing.
From the standpoint of the investor another element has been in-'
jected into the situation which greatly affects the earning power of
industrial corporations and consequently their ability to earn their
fixed charges and to pay dividends on their stocks. This is the policy
now being fostered by the Administration of encouraging demands,
particularly union demands, for increased wages while holding down
the market prices of the manufactured products.
During the last generation, it was quite a common practice among
non-profit agencies and even insurance companies to offer annuity rates
based upon 4% as the assumed rate of interest earnings on the reserves. As a matter of fact the annuity rates adopted by the First.
Conference on Annuities held April 29, 1927 (almost 19 years ago)
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1931; while in 1901 the corresponding figures were 48.23 and 51.08
And yet one hears' people sigh for the good old days.
While most of the improvement in mortality has occurred among
the younger lives, nevertheless much improvement has occurred among
the older lives also and here is where we come into the picture very
largely in the gift annuity field.
The life insurance companies which issue annuities have had to
abandon mortality table after mortality table as their experience
showed lowering mortality among their annuitant lives; i.e., further
lengthening of annuitant lives as a group. I have in mind the McChi',
tock, the American Annuitant, the Combined Annuity Tables and
now the latest table, the 1937 Standard, is already proving inadequate
and has to be modified by setting back the ages one or two years.
During the period July 1, 15)31 to June 30, 1936, 10 of the largest
insurance companies had 5,668 deaths among annuitant lives as compared with 5,902 expected deaths on the basis of the American Annuitant Select Table, a ratio of 96%. But during the period July 1, 1936
to June 30, 1941, when measured by the same yardstick their actual
deaths were 25,063 as compared with expected deaths of 30,119, a
ratio of 83%; and so it goes.
To what extent these changes will go is still unknown to us. We
have observed a similar experience among our gift annuitant lives,
where the rate of mortality seems to be running about 80% of the
Combined Annuity Table or very close to the 1937 Standard Annuity
Table.
In connection with the problem of future longevity, it is of interest
to note the following comparisons of yeais of Life Expectancy.
(21
(4)
(1)
(3)
(5)
1937
Standard
No set
back
Age
60
65
70
75
80
85

Male
17.55
14.40
11.60
9.17
7.11
5.41

Female
21.02
17.55
14.40
11.60
9.17
7.11

Combined
Annuity
No set
back
Male
15.79
12.74
10.06
7.78
5.88
4.3,6

Female
18.49
15.15
12.17
9.57
7.37
5.55

Combined
Annuity
Ages set
back
2 Years

1937
Standard
Ages set
back
1 Year

Female
19.91
16.44
13.32
10.56
8.20
6.23

Female
21.75
18.22
15.01
12.14
9.63
7.49

Difference
in
Years
(3) and (4)

1.84
1.78
1.69
1.58
1.43
1.26
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5. Summary of Annuity Rates of Conferences on Annuities
In reviewing the history of the rates adopted by our Conferences
on Annuities, we find the first set of rates adopted April 29, 1927
were basal upon the McClintock Table of Mortality, male life for
single-life cases and male and female lives for the joint-life and survivor cases with interest at 41/2% and a 70% residuum.
These rates started at 5% at age 30 and were limited to 9% at
ages 76 and older.
However, we did not get many organizations to adopt these rates
since they preferred to stick to their own higher ones.
The objeCtive of this First Conference was to show rates which
might be regarded as the pale, so that organizations issuing higher
rates were beyond the pale and those who used these rates or lower
were within the pale.
The Second Conference on Annuities held November 9, 1928
reaffirmed the rates of the April 9, 1927 Conference.
The Third Conference on Annuities was held November 17, 1930.
At this Conference the question of adopting a lower set of rates and
urging their adoption as uniform rates came up for consideration but
no specific action was taken.
The Fourth Conference was held on March 17, 1931 and the first
set of uniform rates was adopted. These were based upon the American Annuitants Table of Mortality (Select) female lives, interest at
41/2%, residuum of 70%. The rate at age 30 was 4.8% with a limiting rate of 8%.
The Fifth Conference was held on November 20, 1934. At that
time a lower set of uniform rates was adopted 'based upon the Combinecl Annuity Table, female lives, interest at 4% with rates starting
at 3.0% and with the 8% limit at the higher ages.
At the Sixth Conference, which was held October 5, 1939, the
present uniform rates were adopted. These are based upon the Combined Annuity Table, female lives, ages set back two years and interest
at 31/2%. The rates start at 2.5% at age 30, with a 7% limit at the
higher ages.
We are now confronted with the adoption of rates on a basis of
mortality and interest more nearly in line with the conditions which

•
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single life studies; nevertheless in this considerable group of annuities
the proportion of annuities on male lives is quite low, approximately 12%, while the indiVidual gifts are slightly larger, approximating 13%.
Therefore the Committee on Annuities propose for consideration
that the rates for male lives be modified by allowing them the rate
for a female life three years older.
For example, if this rule prevailed a male donor of 70 would re
ceive the same annuity rate as a female of 73; viz., 5.5% as compared
with 5.1 %, which is the rate shown in the table for a life aged 70.
A very important consideration confronting us is to what extent
the organization should be the gainer by the gift. In other words, how
much of the total gift should be absorbed in the annuity payments and
how much should go for the benefit and purposes of the organization.
It is not our purpose to render solely annuity service to the public.
That is wholly out of our province and field of activities. Our main
purpose is to secure gifts to help carry on the work of our organizations. The annuity rate is incidental but, of course, must be one that
would provide some income to donors at the same time that they are
making a contribution to the work of the organization.
In the rates proposed, it is our thought that the organizations
should share some of'the losses under these -adverse conditions that
have developed. We are, therefore, proposing a set of rates with a
50% residuum as contrasted with the 70% residuum which has been
the basis of our rates to date.
In Schedule A, herewith, there are shown three columns of rates
according to the age at nearest birthday at the date the annuity agreement becomes effective.
In column (1) there are shown the present rates, in column (2)
the rates that are referred to as unmodified and in column (3) those
that are designated as modified, which are the rates proposed by the
Committee on Annuities.
What do we mean by unmodified and modified? Unmodified rates
are those that might be referred to as the tabular rates; i.e., they are
caIcUlated in accordance with the formulae and the basic table. They
are the ones that are based upon age, sex, mortality, interest and
residuum.as outlined in the footnotes on the sheet.
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SCHEDULE A

UNIFORM ANNUITY AGREEMENT RA'TES
(Semi-annual Annuity Payments)
Single-Life Annuities-Female
(2)
(2)
(3)
(1)
(3)
Age
Proposed Rates
Age
Proposed Rates
Nearest Present Unmodi- ModiNearest Present Unmodi- ModiBirthday Rates
fied
fied
Birthday Rates
fied
fied
(1)

•

30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57

2.5%
2.5
2.5
1.5
2.5
2.5
2.6
2.7
2.8
2.9
3.0
3.1
3.2
3.3
3.4
3.5
3.6
3.7
3.8
3.9
4.0
4.1
4.2
4.3
4.4
4.5
4.5
4.5

2.9%
3.0
3.0
3.0
3.0
3.0
3.1
3.1
3.1
3.1
3.2
3.2
3.2
3.3
3.3
3.3
3.4
3.4
3.4
3.5
3.5
3.6
3.6
3.7
3.7
3.8
3.8
3.9

2.0%
2.0
2.0
2.0
2.0
2.0
2.1
2.2
2.3
2.4
2.5
2.6
2.7
2.8
2.9
3.0
3.1
3.2
3.3
3.4
3.5
3.6
3.6

3.7
3.7
3.8
3.8
3.9

58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85

4.6%
4.7
4.7
4.8
4.8
4.9
5.0
5.1
5.1
5.2
5.3
5.4
5.5
5.6
5.8
6.9
6.0
6.2
6.3
6.5
6.7
6.9
7.0
7.0
7.0
7.0
7.0
7.0

4.0%
4.0
4.1
4.2
4.3
4.4
4.4
4.5
4.6
4.7
4.9
5.0
5.1
5.2
5.4
5.5
5.7
5.9
6.1
6.3
6.5
6.7
6.9
7.2
7.4
7.7
8.0
8.4

4.0%
4.0
4.1
4.2
4.3
4.4
4.4
4.5
4.6
4.7
4.9
5.0
5.1
5.2
5.4
5.5
5.7
5.9
6.1
6.3
6.5
6.7
6.9
7.0
7.0
7.0
7.0
7.0

BASES: (1) Combined Annuity Table of Mortality, ages rated as two years
younger, female lives; interest at 3%%; residuum of 70%;
rates modified at older and younger ages.
(2) 1937 Standard Annuity Table of Mortality, ages rated as one
residuum of 50%; expense
year younger; interest at
loading of 5% of total gift.
(3) 1937 Standard Annuity Table of Mortality, ages rated as one
year younger; interest at 2 %; residuum of 50%; expense
loading of 5% of total gift; rates modified at older and younger
ages.
NOTE-In the case of a male life, the proposed rate applicable
is the one shown in column (3) for an age three years older.

_

PROPOSED RATES

27

SCHEDULE C

ILLUSTRATIONS OF ANNUITY AGREEMENT RATES
.ingle-Life Annuities-Female
Age
Nearest
Birthday

Commercial
Annuity
Rates

30 3.5%
35 3.8
40 4.0
45 4.4
50 4.8
55 5.3
60 6.0
65 7.0
70 8.2
75 9.9
80 12.2
85 15.4

•

Pres_ Rates with Varying Rates of Interest and Percentages
of Residuum
ent
Uni- 70% Residuum
60% Residuum
50% Residuum
form
3
3% 2M% 33A% 3% 2W/;)
Rates 3
3% 2
2.5%
2.5
3.0
3.5
4.0
4.5
4.7
5.1
5.5
6.2
7.0
7.0

3.6% 3.1% 2.7%
3.6 3.2 2.7
3.7 3.3 2.8
3.8 3.4 2.9
3.9 3.5 3.0
4.0 3.6 3.1
4.2 3.8 3.3
4.5 4.0 3.6
4.8 4.3 3.9
5.2 4.8 4.3
5.8 5.4 4.9
6.6 6.2 5.7

3.7% 3.2% 2.8%
3.8 3.3 2.9
3.9 3.4 3.0
4.0 3.5 3.1
4.1 3.7 3.3
4.3 3.9 3.5
4.5 4.2 3.7
4.9 4.5 4.1
5.4 4.9 4.5
6.0 5.5 5.1
6.8 6.4 5.9
7.9 7.5 7.0

3.8% 3.4% 2.9%
3.9 3.5 3.0
4.0 3.6 3.2
4.2 3.7 3.3
4.4 3.9 3.5
4.6 4.2 3.8
4.9 4.5 4.1
5.4 5.0 4.5
6.0 5.5 5.1
6.7 6.3 5.9
7.8 7.4 6.9
9.3 .8.8 8.4

BASES:
Commercial Annuity Rates:
1937 Standard Annuity Table of Mortality, ages rated as one year younger;
interest at 23A%; expense loadin,g of 6M% of gross; monthly annuity
payments.
Present Uniform Rates:
Combined Annuity Table of Mortality, ages rated as two years younger,
female lives; interest at 3M%; residuum,of 70%; semi-annual annuity
payments; rates modified at older and •younger ages.
Rates with Varying Rates of Interest and Percentages of Residuum:
1937 Standard Annuity Table of Mortality, ages rated as one year younger;
interest as indicated in table; residuum as indicated in table; expense
loading of 5% of total gift; semi-annual annuity payments.
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future years, as the Company repotts each annuity only once and not
annually.
The capitalized value of Canadian Annuities are determined by
the 1937 Standard Annuity Table with interest at 4% where there is
no cash surrender or commuted value.
A letter from the Hon. C. F. Elliott, Deputy Minister of Taxation,
Ottawa, to the American Bible Society, dated Mar. 30, 1946, does not
request the Society to fill in "Form T-5 Annuities Supplementary"
and to send one copy to the Income Tax Division of the Dominion
Government and two copies to the annuitant:
American Bible Society,
Bible House,
Park Avenue & 57th Street,
NEW YORK 22, N. Y., U. S. A.
Attention: Mr. Gilbert Darlington
Dear Sirs:
With reference to your letter of the 26th instant, arrangements
have been made under which the taxable element in all annuities will
be determined in this country. Consequently, if there are any persons
receiving payments under, an annuity contract issued by you, they
should forward such contract to their local Inspector of Income Tax
who will have the matter determined for them. In view of this it will
not be necessary for you to make the determination but any person
who inquires should be referred to the Inspector (IL Income Tax of
the district in which they reside.
Yours faithfully,
C. Fraser Elliott
Deputy Minister (Taxation)
JSF/MEM

The American Bible Society is not a Life Insurance Company in
Canada. It does not have offices or accept annuity gifts through agents
in Canada. This letter may not apply to organizations that have offices
in Canada or conduct the business of soliciting or writing annuities
there.
2. Unfair Taxation of Annuities under the
Federal Income Tax Law
The following statement is one- that has been sent to the Secretary
of the Treasury, the Chairman of the House Ways and Means Committee, the Chairman of the Senate Finance Committee, the Chairman
of the Joint Committee on Taxation, and to others, in order to bring
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law but would also be a further and desirable step towards tax simplification, in that all annuitants would know without the necessity for
an annual computation the proper portion of the annuity payment
which should be reported as income.
GILBERT DARLINGTON
Treasurer, American Bible Society
450 Park Avenue
New York 22, N. Y.
March 1, 1945.
GD-amg

The Canadian Income Tax Act has been amended to provide that
only the interest element of annuity payments will be taxable in
Canada.
It would be simpler if similar action was taken in the United
States. However, as all annuities issued by religious, educational and
charitable corporations after January 1, 1942 are valued by the Standard Annuity Table, it will be easy to apply this table to all future
annuities and to those issued after January 1, 1942. This will mean
that, as the annuity gifts are received, the annuitant can be informed
his
of the exact am-ount of the annuity each year to be included
Gross Federal Income Tax. This amount will not change as long as OP
the annuitant lives.
However, on annuities issued prior to January 1, 1942, many of
them have received back, under the Estate Tax Table, a large part of
the 'market value' of their annuities. It is probably fairer, therefore,
to request the Treasury Department and Congress to reduce the
present 3% of the market value that inust be included in gross income.to 2% of the original purchase price or market value as determined by the Estate Tax Table. This 2%, however, should be made
constant during the lifetime of the annuitant. Otherwise those who
live beyond their life expectancy are required to include all of their
annuity in their Federal Income Tax at the time when their earning
power is lowest and when they are most dependent upon others because of their extreme age.
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MR. W.H. CRAMBLET,President, Bethany College, Bethany,
West Virginia.
MR. W. J. ELLIOTT, Treasurer, Division of Home Missions
and Church Extension—Methodist Church, Philadelphia, Pa.
REV. THOMAS KIERNAN, Catholic Foreign 2yfiss. Soc. of
America, Maryknoll, N. Y.
(The Reverend Thomas Kiernan was not present.)
The Committee adjourned at twelve o'clock for lu h and reconvened at two o'clock, at which time the invocation w s given by the
Rev. H. Allan Scott of the Ministers' Annuity Fun of the Presbyterian Church in the United States, Louisville, Ky.
After a brief statement on "Taxation of Annu les" by Dr. Darlington, the Committee on Resolutions presented t following report.
REPORT OF THE COMMITTEE ON RESOLUTIONS
I. That the Conference on Annuities--held on Wednesday, April
10, 1946 under the auspices of the Committee on Annuities of The
Federal Council of the Churches cif Christ in America—recommend
to the various Societies, Boards, Agencies and Colleges issuing gift
annuities the adoption of rates based upon the following assumptions:
(a) An expected residuum at the termination of the annuity
equivalent to 50 per cent of the original gift;
(b) The '1937 Standard Annuity Table' of Mortality with
female ages set back one year;
(c) Expected interest at the rate of 21/2 per cent;
(d) An expense loading equivalent to 5 per cent of the total
gift;
(e) Rates modified in accord with the schedule attached to
this recommendation as applied to ages under 50 and over
80 years.
II. That the Conference on Annuities leave to the judgment of
each organization issuing gift annuities the adoption of a differential
as between male and female ages.
III. That the following resolutions prepared by Dr. Gilbert
Darlington be approved for substance of doctrine and be made the
expression of this Conference, subject to verbal editing:
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by the issuing company, society or assOciation be computed by
subtracting from the sum total of the annual payments expected
to be received by the annuitant or annuitants the purchase
price or commuted value of the annuity. This gives the total
net income credited to the annuitant or annuitants. This sum
is divided by the number of years the payments are expected
to run. The quotient is the average amount of income derived
each year from the investment and is taxable as such.
By this method each future annuitant will know when his or
her annuity is purchased, the exact amount to include in his •
or her gross income for the Federal Income Tax; and those
who are the oldest and least able to earn their living will not
be penalized in their declining years when their lack of earning
power and dependence are greatest.

IV. That this Conference extend a vote of thanks to the Com,
mittee on Annuities for their services in arranging this meeting,
to Mr. Huggins for his work in preparing the schedules here considered, to the Board of Foreign Missions of the Presbyterian Church,gm
u. S. A., for the use of the room used for the meeting, and to Dr./lir
Gilbert Darlington, Dr. B. H. Beckham Dr. William P. Schell, and
Mr. George A. Huggins for their stimulating contributions to the
program.
RESOLUTIONS COMMITTEE:
Dr. Frank J. Scribner—Chairman
Mr. C. N. Wonacott
Mr. W. H. Cramblet
Mr. W. J. Elliott
Recommendations III and IV were considered first and were
passed unanimously.
Following this action there was a general discussion of Recommendation I, and especially of paragraph (a). During this discussion,
in order to test the general sentiment of the Conference, it was
moved and seconded: Resolved, that the Conference recommends
that no change of rates be made at this time but that the whole matter
of rates be referred back to the Cotnmittee on Annuities for further
study.

•
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After discussion of this motion it was agreed that a vote on the
motion be taken as individuals and not by organizations. A standing
vote was then called for and the motion to make no change of rates
but to refer back to the Committee was carried by a vote of 23 in
favor and 19 opposed.
The Chairman then asked the Conference to discuss further the
first two recommendations of the Committee on Resolutions for its
guidance in making a further study of the matter of rates, and the
following actions were taken:
1. That no matter what rates were ultimately adopted the
residuum shold be not less than 50 per cent.
2. After a discussion of the rate of interest to be used in

determining rates, it was decided to refer this matter to
the Committee for consideration.
3. To favor a Loading of 5 per cent to cover the expense of
handling and promoting annuity gifts.
4. To favor modification of rates at the •older and younger
ages, as proposed by the tables presented by Mr. Huggins.
5. To favor no differential between male and female lives.
In this conn.cction three alternatives were put before the
Conference and the vote was as follows:
16
(a) No differential
5
(b) Three-year differential
2
(c) Five-year differential
6. To publish the Report of this Conference, the same to sell •
for $1.00. This was done on the basis that the papers
presented are of value to all interested in annuities and
that the printing of the proposed rates is the best way to
have the proposals studied.
After the benediction, the Conference was adjourned.
GEORGE F. SUTHERLAND
Secretary, Committee on Annuities.

Organization

Represented by

Ministerial Pension Committee—United Brethren Church,
York,Pa.
Ministers and Missionaries Benefit Board of the Northern
Baptist Convention, New York City.
National Recreation Association, New York City.
National Woman's Christian Temperance Union, Evanston,
Illinois.
New York Bible Society, New York City.
The Penn School, Brooklyn, N. Y.
Presbyterian Board of Christian Education,Philadelphia.
The Salvation Army, New York City.
Save the Children Federation, New York City.
Society of the United Brethren for Propagation of the Gospel
among Heathens, Bethlehem, Pa.
Syracuse University, Syracuse, N. Y.
United Church of Canada (Board of Pensions), Toronto.
United Presbyterian Board of Foreign Missions,Philadelphia.
Vassar College, Poughkeepsie, N. Y.
Wells College, Aurora, N. Y.
•
Woman's American Baptist Foreign Missions, New York
City.
Woman's American Baptist Foreign Missions,South Orange,
N. J.
Woman's American Baptist Home Mission Society, New
York City.
Woman's Division of Christian Service of the Board of Mis,
sions and Church Extension of the Methodist Church,
New York City.
Woodward, Ryan, Sharp a? Davis (Actuaries). New York
City.
Y. M. C. A. of the City of New York.
Y M. C. A. Retirement Fund, New York City.
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George A.Heiss
*M. R. Cary
F. L. Taylor
J. p. Robins, Jr.
Mrs. M.C. Munns
*Millard L. Robinson
*Miss J. Landes
*Mrs. B. C. Rush .
Miss Nellie W. Harbison
*Brigadier G. B. Abrams
William G. Schram
William G. Miller
George E. Van Dyke
W. W. Burnett
R. W.Caldwell
George T. Welch
J. H. Bentley
Miss Annie E. Root
Mrs. George W. Doane
Miss.Edna R. Howe
Miss Henrietta Gibson
Mrs. Alice Williams
Jonathan G.Sharp

Clifford W. Pettit
*Edward Arnoldi
Earl W. Brandenburg

