
The Fascinating History of British Actuarial
Thought: Unveiling the Hidden World of Risk
Analysis
Ever wondered how insurance companies calculate their risks or how pension
funds determine their financial stability? Behind these crucial decisions lies the
intriguing world of actuarial thought, a discipline that has been shaping the
financial landscape for centuries. In this article, we dive deep into the history of
British actuarial thought, uncovering the origins, influential figures, and
transformative moments that have shaped this fascinating field.

Origins and Early Beginnings

The roots of actuarial thought can be traced back to the late 17th century, when
several prominent figures in London started exchanging ideas on mortality rates,
life expectancies, and financial risk. These forward-thinking individuals were
essentially pioneers of what would later become the actuarial profession, setting
the groundwork for the sophisticated risk analysis techniques we use today.

One of the earliest influential figures in this field was William Morgan, an
accountant who published "The Doctrine of Annuities and Assurances" in 1779.
Morgan's work laid the foundation for actuarial science by introducing
mathematical and statistical principles for mortality analysis and determining
insurance premiums. His ideas were embraced by insurance companies, which
started employing skilled individuals known as actuaries, who specialized in
applying statistical methods to assess risks.
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The Rise of Actuarial Science Societies

As the demand for actuarial expertise grew, the first actuarial societies were
established in Britain in the early 19th century. These societies aimed to bring
together professionals in the field, providing a platform for knowledge exchange,
standardization of practices, and professional development.

The Institute of Actuaries, founded in 1848, and the Faculty of Actuaries,
established in 1856, were two pivotal organizations that helped consolidate
actuarial thought and establish it as a respected profession. These societies
started offering professional qualifications to aspiring actuaries, ensuring a high
level of competence and ethical standards within the industry.

Contributions of British Actuaries to Risk Analysis

British actuaries have played a vital role in advancing risk analysis techniques,
developing new methodologies, and shaping the very framework of modern
actuarial science. Their contributions have had a profound impact on the
insurance industry, pension funds, and even governmental policies.
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One notable figure is Benjamin Gompertz, an actuary who proposed the famous
"Gompertz Law" in 1825. This law describes the exponential increase of mortality
rates with age and has since become a fundamental principle in life insurance
calculations. Gompertz's work revolutionized actuarial science, enabling insurers
to accurately assess mortality risks and price their policies accordingly.

Another significant figure is Sir David Cox, a renowned British statistician and
actuary. Cox made groundbreaking contributions to survival analysis, a technique
widely used in actuarial science to analyze data on lifespans and predict future
mortality trends. His work provided actuaries with vital tools for assessing life
expectancies and designing effective pension schemes.

Moreover, British actuaries have actively participated in developing sophisticated
risk models to effectively manage financial risks. By incorporating mathematical
models, such as the famous Black-Scholes model for pricing options, actuaries
have transformed the way we perceive and measure risks in capital markets.

The Future of Actuarial Thought

As we look ahead to the future, actuarial thought continues to evolve and adapt to
the ever-changing financial landscape. With advancements in technology, such
as AI and big data analytics, actuaries now have access to unprecedented
amounts of information and computational power, enabling them to make more
accurate predictions and devise innovative risk management strategies.

Additionally, the global nature of today's financial markets and the increasing
complexity of risks demand collaboration and knowledge exchange among
actuaries worldwide. Actuarial societies and professional organizations have been
actively working together to harmonize standards and facilitate the exchange of
ideas, ensuring a global perspective in risk analysis.



Delving into the history of British actuarial thought reveals a captivating journey
marked by pioneering ideas, dedicated professionals, and transformative
breakthroughs. From the humble beginnings of William Morgan's publication to
the modern-day advancements driven by cutting-edge technology, the world of
actuarial thought has come a long way.

As risks become more intricate and financial decision-making becomes
increasingly data-driven, the role of actuaries continues to grow in importance. By
embracing technological advancements and nurturing innovation, British actuarial
thought will undoubtedly shape the financial landscape for generations to come.
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In the first book of its kind, Turnbull traces the development and implementation
of actuarial ideas, from the conception of Equitable Life in the mid-18  century to
the start of the 21  century. This book analyses the historical development of
British actuarial thought in each of its three main practice areas of life assurance,
pensions and general insurance. It discusses how new actuarial approaches
were developed within each practice area, and how these emerging ideas
interacted with each other and were often driven by common external factors
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such as shocks in the economic environment, new intellectual ideas from
academia and developments in technology.

A broad range of historically important actuarial topics are discussed such as the
development of the blueprint for the actuarial management of with-profit business;
historical developments in mortality modelling methods; changes in actuarial
thinking on investment strategy for life and pensions business; changing
perspectives on the objectives and methods for funding Defined Benefit pensions;
the application of risk theory in general insurance reserving; the adoption of risk-
based reserving and the Guaranteed Annuity Option crisis at the end of the 20
century.This book also provides an historical overview of some of the most
important external contributions to actuarial thinking: in particular, the first century
or so of modern thinking on probability and statistics, starting in the 1650s with
Pascal and Fermat; and the developments in the field of financial economics over
the third quarter of the twentieth century. This book identifies where historical
actuarial thought heuristically anticipated some of the fundamental ideas of
modern finance, and the challenges that the profession wrestled with in
reconciling these ideas with traditional actuarial methods.

Actuaries have played a profoundly influential role in the management of the
United Kingdom’s most important long-term financial institutions over the last two
hundred years. This book will be the first to chart the influence of the actuarial
profession to modern day. It will prove a valuable resource for actuaries, actuarial
trainees and students of actuarial science. It will also be of interest to academics
and professionals in related financial fields such as accountants, statisticians,
economists and investment managers.
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