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FIRINUBANCB ASIT AFFECTS CREDITS

The attention of Bankers is directed to the
address given by Mr. J. F. Van Riper, branch
secretary of the Norwich Union Fire Insurance
Society at the Annual Meeting of the New York
State Bankers Asscciation, held at Ashway Park,
N.J., last week. 'The subject discussed ‘‘Insur-
ance and Credits”” was a most important one to
loaners of money, and emphasizes the necessity of
Companies furnishing indemnity that is fortified
with unquestionable solvency. Otherwise how can
they meet the shock of conflagrations involving
millions of dollars. Fortunately for Canada there
are an ample number of such Companies licensed
to do business in the Dominion, and those banks
who make loans to clients insured in unlicensed
Companies do little to encourage Companies who
as tax payers, give employment in Canada. It is
not a necessity for unlicensed Companies wishing
to operate in Canada to have unquestionable sol-
wency, and they certainly are not known to con-
tribute much to employment by the maintenance
of a staff in Canada. ;

In opening Mr. Van Riper said :—

“When we consider that practically no forms
of industry or commerce could be carried on with-
out credit, that there is not sufficient capital in
the world in liquid form to meet their needs, a
discussion of the relation of fire insurance to credits
should prove of interest if it be pursued in a way
caleulated to measure the clements that establish
that relation.

The first question in the matter of credits, said
the speaker, is the relative safety of the undertak-
ing, based upon the outlook of success, the char-
acter and standing of the one seeking the accom-
modation and the security underlying the adven-
ture as o safeguard against possible misfortune or
accident  The question of character is a funda-
mental one, both to bankers and fire underwriters.

“Under a system of commercial trading based
on borrowed capital, the man who has overstocked
his warerooms and who, through mistaken judg-
ment on the one hand or rapid and disastrous turns
in commercial tides on the other, finds himself un-
able to dispose of his wares, either at all or at »
profit, if he be a man with little or no conscience,
occasionally finds his most convenient escape
through a fire, * ** Tt is self-evident that the
man who would burn his premises with intent to
defrand is equally dangerous as a prospective
borrower, to say nothing of the effect on the credit
of an innocent neighbor whose property may be
destroyed with little or no insurance, and thus
leave him hopelessly bankrupt. That this is true
can be no more strongly attested than by the fact
that the destruction of property, which is wealth,
reduce in exact ratio to the amount of the destruc-

tion the foundaticn and séeurity upon which eredit
is based.”

Fire insurance merely effects a distribution of
loss ; it does not replace destroyed wealth. The
fire insurance companies fix and collect rates suffi-
cient to create a fund from which contributors
may be indewnified for their losses, the cost of
administration be paid and a return made upon
the capital put up to guarantee that the fund will
be adequate. .

“How thoroughly the principle has been worked
out,” the speaker said, ‘‘and how widely it has
been accepted will be readily attested by you bank-
ers, who acknowledge it as the basis of all credits
for you will lend money on neither realty nor mer-
chandise without the underlying insurance policies
as collateral. Herein lies a responsibility upon the
banks quite equal to that upon the insurance com-
panies to watch and safeguard the moral hazard
of commercial dealings.”’

Insurance as a Conserver

Mr. Van Riper called attention to the fact that
the fire insurance policy is solely a contract of in-
demnity and does not contemplate inclusion of
prospective profits. As values are changing and
cannot economically be determined in advance, pro-
perty is likely to be overinsured or underinsured.
Overinsurance tends to produce moral hazard. To
avoid underinsurance the principle of co-insurance
is introduced. The only remedies against over-
insurance are the honesty of the assured and the
wisdom and caution of the agent.

———
WANTED
A large General Agency in Regina is open to con-
sider accepting the General Agency of a Company
writing Tornado  insurance—would accept local
agency if the former not possible. Address,
General Agency,
Care The Chronicle, Montreal.
WANTED
A Fire Insurance Office requires a bright young
man as Inspector for Ontario. Must have insur-
ance experience and good organization ability.
Apply, with full particulars, to,
P.0. Box 780, Montreal.

WANTED
A British Fire Office has a vacancy for a man
qualified to act as Chief Clerk. Apply in own hand-
writing, stating age, experience and salary expect-
ed, to, Chief Clerk,
** Care The Chronicle, Montreal.

e e
WANTED
Cancellation and Endowment Clerk for large
British Fire Office,—good prospects for advance-
ment. Apply to, Cancellation,
Care The Chronicle, Montreal.




