
Halley’s Comet is arguably the most famous celestial 
clump of dust, rock and ice circling our galaxy, largely 
because of its predictable orbital nature which sees it 
return about every 75 years -making it possible for a 
person to see it twice in their lifetime. The last time it was 
here was 1986 (I remember seeing standing on my 
parents’ front porch) and it will be back in 2061. Halley 
didn’t discover the comet of course, he got naming rights 
for determining that comets observed in 1531, 1607 and 
1682 were actually the same one returning over and over 
again. 

Lesser known but perhaps even more important, is that 
Halley is credited with being the first to calculate how to 
properly value a life pension annuity. In 1693 he wrote an 
article which was published by the Royal Society’s Philosophical Transaction which provided the 
equation he used, along with the first reliable mortality table. His main insight was to combine 
interest rates, mortality rates and age to arrive at an equation for the value of a pension annuity. 
Halley properly established that the younger you are -all else being equal- the more valuable and 
expensive is the corresponding pension annuity. More, that the lower the prevailing interest rates 
are, the more valuable the pension is. We have helped clients with the decision as to whether to 
take their pension income stream, or to commute its value and elect the lump-sum present value 
now, continuing the process that he started. 

Halley’s equation and methodology for valuing 
pension annuities is now ubiquitous and 
intertwined with all retirement decisions. It is 
one of the most important equations for 
retirement planning. So the next time you sit 
down to ponder whether to take early 

retirement, take a moment to look to the Heavens and give thanks to Edmund Halley who figured 
this out over three centuries ago. His formula and the story behind it can be found <here>, and 
while you’re at it, click <here> for a rock-and-roll classic to listen to ...courtesy of Bill Haley and the 
Comets!

Be safe, be well!
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https://fac.comtech.depaul.edu/jciecka/Halley.pdf
https://www.youtube.com/watch?v=ZgdufzXvjqw

