
THE SELECT AND ULTIMATE VALUATION 
VAGARY

To the Editor of the Ciihomclk.
I quote th following lines from the testimony of Emory 

McCIInto k lwüore the Insurance Committee of the X w 
York legislature at Albany, as primed In the March nth 
number of the "Chronicle" of New York the editorial
organ of Mlles M. Dawson, Ac nary of the Insurance In­
vestigating Committee:

"Now, the committee has arranged, first, for a system 
of valuation which saves the necessity of putting up un- 
nece sat y reserve during the first five years, and I, for one, 
approve m< 8! heartily. I think that most of the actuarl * 
are entirely content to allow this por ion of the bill to go 
without criticism, without opposition."

In what way Is the necessl y saved, as alleged by Mr. 
McClintock? As an advocate of logical consistency and 
thoiough examination of consequences, ! think 1 shall 
have to rank myself with the minority of actuaries op­

posed to such a needless ami artificial If not absolutely 
questionable statutory provision as the select and ulti­
mate sein me of valua Ion. As the laws have always sta ».l 
since net valu liions were instituted In this country, and 
exactly ihe sam fact would hold true If correct or scientific 
gross valua Ions, or valuations Involving a proportionate 
insurance expense assumption as well as mortality and io* 
tereti as&UJitpt'ons, were In question; the essential object 
of a valuation of liabilities is understood to be simply to
determine what proportion of a company’s funds may Is? 
fairly treated as reserve liability, and what proportion as 
surplus. To d> this does not require an artificially nnli­
fted or increased "decrement" or "mortality" assumption. 
Heme the sde nnd ultimate plan of valuitlon which 
virtually involves such an assumption, which may be seen 
by adapting ;he accumulation formula to produce 1 - in­
sults, can have no other possible utility or eff ct than W 
authorise the anticipation" of a high percentage of "sur­
plus" and dispose of it. supposing It does arise, In a par­
ticular df.sired way. and supposing It doc* not ac «ally 
arise, or dies noi actually arise In "anti Ipated" m-asure 
In the same way, nevertheless, thus revealing a defl lenvy 
In spite of the putative giln. as measured or indicated uy 

It aims, as It were, 10 give a 1the reduc d reserve, 
tain proportion of an let pa ted vitality gain to new poli y- 
holders of less than a few yens' standing, and chirg* a 
i ont* ponding extra proportion of expense exclus tv y to 
he ame cIr •». and hedge or ba'ancc this operation l\\ a

serve" in li?ponding 1 (due ion of "credit for 1

]Id class; needless, if there was actuallyci>v < f the
a vitality gain.

A1 ains a scheme so absurd l mu-t proles!, 
gain. Use any oth r mrplus. If dually arls.ng nn> 
available to balance a dr Helen .-y of the spécifie pr»\ 

In meeting the a- -tail exp no* of 1 v

Vila v

for expense
period, and to h the expense and the ga'n may be * I* 
lion l among policy-holders, In any w y not Incan*!
with good general principles of equl y anil their con

and ultimate mode of valua ui 
does not trci: this case In a wholly consistent, log

Whence It Is obj'returnable. No lll> 
dearly than Mr. McClItr 1 k

rights Hut the select

and xhaustive way. 
has shown this truth more 
him-elf. who. for Instance, in a recent interview by

York Is reported to have te-t n**«Insurance Press of New
as follows:

"There 1» an apparent Idea that It la Improper
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The decision of the Directors of the Hank of England to 
reduce the minimum rate of discount from 4 per cent, to 
3'y per cent, surprised nobody, as the air has been full of 
influences, which would Jua.ify a lower official value for 
money. When the year commenced the Hank of England's 
gold reserve was under 90 million dollars, a figure which 

extremely low even In these years of the lean kind.
An improvement, however, soon set in and a week ago 

the Reserve had risen to nearly 143 million dollars. The 
Reserve for the current: week shows a reduct bin of t-n 
million dollars, but this arouses no comment as It ha* 
been wholly accounted for by the normal outflow of eu.- 
rency to the country In connexion with the extra re­
quirements which arise regularly at the end of ea h 
quarter The numm ary |nwit Ion in this country Is very 
good at present, and the only wonder Is that the reduc­
tion of the Hank Rale has been postponed so long. The 

for this must tie found In the conditions prevailing
With

u 111

reason
on your side of the Atlantic and on the Continent, 
money usually dear In New York, and preparations on the 
Continent for a big Russian l»an. tome marks of un­
certainty In their action on the part of the Directors of 
the Bank of England Is conceivable.

The Ktory of a prosperous half-year wa< told at the 
meeting of the shareholder* of the Grand Trunk Railway 

the 5th. with Sir Charles Rivers Wilson In the chair 
The Chairman In the course of his remarks referring to 
the subsidiary companh**. said the shareholders tnlgn 
per hap* have been disappointed in finding their late nv- 
qusltlon, the Canada Atlantic, show a deficiency In the 
first year In which It hail tieen taken over. The far was, 
however, that the Grand Trunk only obtained possession 
of the road on 1 he 1st of October, and Ihe deficiency really 
doee not represent what the future of the road Is going to 
Ik* under the new management. Sir Charles bad little 
doubt It would prove a very valuable paying addition.

A cable was read from Mr Hays, with reference to an 
increase which Is going to be made In the taxation of the 
Grand Trunk Railway. In 1901 the Michigan legislatin'»1 
pas-cd « law directed against the Railways, with a view 
to altering the method In which they were taxed. Hither­
to. the Michigan roads had been taxed on gross earnings, 
according to a sliding scale. But by the Act of 1901 a 
different form of assessment was established, and It was 
provided that in future the roads should pay en assess- 

the valuation of their property. Tills Is an 
very heavily and adversely afT*« ' 

all the railways In Ml hlgnn. of which thrtre arc 2K, In­
cluding the Grand Trunk, which Is responsible for seven 
of the-e railways. Despite a combination of tbe various 
companies to test the validity of this enactment 
Supreme Court of Washington has upheld the Michigan 
legislature Rillways, anil incidentally the Grand Trunk, 
will be hit. not only to the extent of an Increase in taxa­
tion In the future. Imt they will b* called upon to pay the 
arrears of the Increased taxation since the passing of th 
law five ye ira ago

on

ment on 
alterstlon which would

th
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The Insurance worhl on this aide |s wondering what 1* 
going to happen n x In connection with the American 
Societies The separation of Mr. Haldetnan from *h* 
sctlve direction of the BrltUh Branch of the Mutual I If * 
of New Yor. Is strongly re ognlx< d to be.a ma ter of regi • 
tor the Brl Ish policy-holder' Nothing has, therefor*», 
transpired beyond this, hut there Is a far gr uter seciirl > 
manifesting Itself. It is, in fact, argued by the optimists 
that American Insurance in the Vnlted Kingdom has 
finally taken a turn fur the letter. The advantage of the 
recommendations of the Select Committee to the Hou*e 
of I ords Is barker! for in increased safety and all round 
lieneflt.

The market In Insurance shares has been particularly 
strong during the |>a*t week Commercial l nions have 
reanhed another high rtsord, and at the time of wri'lng 
the market price of the shares I* no less than 460 dollars 
cadi This Is a rise 14 15 dollar* on the week, and It

!
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un-ms to indicate In tbe eyes of thoee who cannot 
that the present market value Is fully Justified by the e 
rent Intrinsic merits of the shares, that there Is .........

made

Correspondence* -ee

Wc do not hold ourselves responsible for views expressed 
by correspondents.

thing else in the wind, which has not yet been
public. '
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