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ilw A IRGIT1S IN LIP'E ASSURANCE.

Ti1le foilowiiîg are extracts froin the paprralbfe

tercemneetinig of the Actuarial Societ f ierc

at Ua,7rtfor(î, by. Presideiît Sheppard Hoiîais, on I Mar-

gilns for Expenses and Comitiligelicies and Surreuider

Qeharges- ltas"
The geîîerally rcccîved idea of anl endow'fieitaur

arice contract is tlîat of ai imcrasîîîg inivestuiemît amnd

a p><, /a;z/<, decreasiîmg iiisuranice. Anotiier view, equally

"Crrect. suggests soimie practicai comsideratioiis whicli

îiiaY lic valuabie. \Ve May look upomi ail endowflieîlt

assu1ramîoe in the îiglit of two separatefan~d ipndn

'e0ltrats: i) pu eimndowmnmt o aevle

~Iybeomly iii the eveuit of survival ; anîd (2) a pure

'srceof flic face value, payable only iii the evemit

of detlvitliimi the specified terni. Ai ordinary whoie

life POlicy is aul endownieult assurance comtract payable

at O)1dest age i the table or at death, if prior.* * * * *

mne largimus addcd for expeuises amnd contimgemies

shoîud uot lie the saine for the two eleniemits ithe pre-

1ifli. 'PlieiunargimuS ;added to tlie edownemit or iivest-

pieitiortiomn slould be sucl omlv as are ufilmit to

Prvdat least after tlhe first 'year, for uficiper

flammgeicuit of trust funds. Tiiese mîîargmmîs wouuld

uituraîîy be derived froni intercst gaimns or profits, anîd

ifliglt properly be obtained by conîputiuig the emdow-

'l'iemt portionu of flue prenituni1 at a lower rate of intercst

tliami tliat adoptcd fr the imsuralce portion. 'Plie niar-

gin's added to the imsurauice portiomn of the preuiulunul

Shouuid le sufficient liot omly to provide the uîecessary

'eXPelises of comductiîig the insuramuce businecss, but

ýlho nid( also lie sufficiemît to muceet umuxpected or adverse

um'*isramýice colitingemicies, sucli as excessivec îuortality,

amîlY lmîdiue exodus of souid lives, etc. For the colitlmi-

Remcies nanied the niargimîs sliould lic a perceitage On

the met terni preuuiumuîiis, wlîichi would uîot grcatly differ

fromîî flic curreuit normual costs or imsuiramîce values of

the tenîporary imsuramîce, but tlîey slîould not lie a per-

emu'tage of the imsuramice values Of thec dual coutract,

for hulis îast wou-ld nuake the îuîargimus for expemîses amnd

Coutimgemcics iess on ai endowmieut assurance thaui tlat

('ui the teiiiporary imsuramice oîîly. 'Phe determiuiatioui

()f te- proper nîargiuis for expenises is more difficuit.

] XCeptimmg excliamige on reulittamices, taxes oui gross

Prcnîiî , wlienso lposed, anîd colnuuli ssion'wie

80 awarded, tiiere are mîo itemis of expemise wvliich depeuîd

d1irectlb. oui the anllolit fte riuiipad ostage,

Prlinmg, statiouîcry, actuari al. niedical anîd clerical sr

\1~,remt, etc., hiave nîo uîccessary, relatiomn to flue

am 10iîout of the preiniumi or the amiouit of the iuîsurauice

Oiliidix'i(lual policies, or to imsuramce valuies of cither

tl't (Mal coîîtract or the tnporary, imsuramice aiolie Ii

fact, it is impossible to recolicile tlîeory amnd practiceum

amî1y geicral mîîtlio( of adjulstinig expeiises as applied to

ail liolicies, differiumg as they do li am-oiuit, ternis aud

eofflitiouis.We iiust fal back ou1,gemera
1 averages.

Agaili, the suirreuder charge sLoudt huî

a Pt2reulitage of the reserve or imîvestuieuit.I hld

îlot lie a perceutage of the imsuiramuce values of h 1

(itract, as thuat would mîake thue tax on surrendrdii

iias thelue iuaneor euWv eîtt b ad over

imureases. t iniglit ratlîer be based oui the imsuraîlce

"a1llies or nîornmal costs of the teniporary iuîsuralice. Ini

','Y evemît, the surreuîder charge slild be îmcludcd iii

t'le m a rg i ui a d d d fo r 0iti ug e ci ies o c on t e n i p aî

îilianud as suchi slîould be retaindb h oial

T riigthe life of the poiicy. .ytefc

That tliese views are correct us evideiuccd bytefC

thlat u muouimi ust11iemît part of the coxtract
t h nonetor ntve a life inusurauice

iuiglit lie made by thie i ndividua iaîwt aprl

COtuîpaiiy seliiug pure endownients) or thaprl

fimanciai institution aiuîg sucli ne s dsl, à$ ie

taiui to thie proper adminlistration of trust funds hl

JL A.&%

theinsralCe artofthe contraçt imiglit be made withi
atlie insuraliCe cpa Y l[Cr pure or terni insurances.

Life insurailce Nviii 'lot flfil its true mission until the

investnielits as well as the nisurailce portionis of poiicy-

contracts are treated nponi correct princîpies.

The separatioli of the investielit portion of the pre-

mmmull froni the imsurailCe portion sgt h poe

niethod of providinig for extra liazardous risks, as iii the

case of inîpaired lives, dangerous occupationis, residence

ilu unwholesoine cliniates, etc. The insuraliCe portion

oîîly of the premiiumn should, of niecessity, be increased.

Thle endowtfleIt elemielt miglit rather be diminishied,

as it would be niaturally mwhen based upoil highier rates

of inortality. The whiole force of the ilicreased pre-

ini should be to cover the încreased insurance rsk.

Th [aig of impaired lives at a higlier age tliaii the

actual is ail incorrect miethod of providing for extra

inortality risks, sînce it is not ouly empirical, but it

iîîcreases umnecessarly the investiiient elemient. A

better way wouid be to adopt reniewable terni premniumns,

based upomu iîcreased mortality rates, at actual ages,

wlthl or without the eiidoWiniit feature. Dividends

iiiight 1)e applied at stated tinies eithier to reduce

rellewal prenilis or to purcliase pure endowiiielits

payable oîîly iii case of survival. lui this xvay a prac-

tical, safe anîd equitabie method of inisurilig impaîred

lives iniglit be devised.

DOCTORS DISAGREE.

'We priîît in. this îîumiber of our paper, extracted

fromn two pronuiint iîîsurance jouriials, articles treat-

ing of the subject of fixed cash surrender values. TPle

views of these writers are ciametricaily opposite.

The editor of the United States Review occupied the

position of actuary with the îisinanaged Amiericaui

Life Co. of Pbiladeiphia. 'Ple associate editor of the

C1LIRoNIcjLE, of Moîitreal, from whose peu the article

we priîît doubtless canie, xvas also for several years

connected witlh the home office of a life couupany.

'Ple latter writer assumies exactiy the psi tioii whiclî

TMe Uiicageo Inidepeiidt"'/lias aiways lheldreadg

this i 1 iatter.
Thlere is îîotlîiîg in the idea of life iiîsurauîce wliich

contemplates the coliveyaiice from the shoulders of

the husbaiid and father to tiiose of the conipany

mlanagers the respoîîsibility or titie of famîily guar-

dianship. Tliere is îuot luî the characters or reputa-

tiomîs of these maniagers aiîy eleuneuit of superiority

to the average fawi/l./axhich entities themi to

assumiie that they are better guardiaiis of aîîothcr

man's faînily tlîaiitlie man hinuseif cau be. Sucllil

assuiptioii snacks of pliarisaisin. Hrome office offi-

ciais slioul(I liar iii îiiîd tlîat they are îîot iii fact the

iiîsurers. 'Plie coinpaily is aul existence far greater tli

thie littie coterie of gentlemeni at the lîead office.

We colnfess soîîîe surprise that evemu the learîîed

actuariai-editor of the U. S. Rzùwslîould state '' flhe

fact that the purpose of the coipauiy is to sel1 ilisuraiice

andi(iîot to buy it.'' 'This pretty-souildiîîg phrase,

thougli, lias beeîî used before, by a greater îîaîî thani

lie is, to dodge an hioest responsibility. Wheîî a life

insuramice coiiipafly returlis to a personIlflue uiîearnied

p®rtionis of the latter'5 previously paîd preîiitinis,

the coînipaiiy beimug released froîn ail furtiier imsurauîce

liabilities on accouiit of tlie contract whîcli lias beeuî

aîîmîulied,' the corripaiiy does uîot buy one ceuit's value

of insurance througfli the transaction. It does oiîiy

wliat it should do.

When the editor of the U. S. Revicw asserts that the

aversion of the offices to the euîdorseuiieuit of cash values

upon a policy " arises fromn the fact, that ini case of a

stringent mioîîeY market the comlpaiiy miglit be embar-

rassed by the difficulties inîcidenît to the realizing froni

its investmeflts of the amouiit required to pay for surren-


