August 7, 1914.

POLICY LOANS, LEGITIMATE BORROWINGS

May Be Basis of Young Man’s Business Career—
Discourage Extravagance

AY

I would be sorry to say a word that wou.d eacourage the
practice of porrowing on. the s_trength of a life insurance
policy for the purpose of indulging in an extravagance that
could not otherwise be provided for, stated Hon. Justice
Russell, of Halifax, when addressing the Dominion Life U}ldg;-
writers in that city. The man who borrowed money on his life
insurance, for instance, in order to pay for an automobile was
in plain language, 2 tool; but he was no greater fool than
the man who. mortgaged his house for the same purpose,—
mnot quite so big a fool in all probability, inasmuch as the
interest and conveyancing charges of the mortgagee and his
lawyers would certainly be greater than those' of tt_xe insur-
ance company. If there had to be a borrowing, 1in other
words, if the occasion and purpose of incurring the debt
were legitimate, then he must say that his opinion was the
very opposite of that expressed by more than one of the news-
paper commentators on the warning of the life insurance
presidents. The debt had to be paid in any event, there was
no discharge in that warfare. If the amount was not borrow-
ed from the life insurance policy at four or five per cent., it
must be procured from the bamks at six or seven per cent., if
not considerably higher rates through the intervention of the
money lender. «Borrowing money on life insurance 1s O1
ought to be the last extremity,”’ so ran the comment of one
of the many newspapers that had taken up the discussion.
On the contrary, for the reasons of economy already men-
tioned, it seemed to him that borrowing on the strength of
his previous accumulation represe;qted in the life insurance
policy, was one of the most legitimate, beceuse the most

economical, modes of paying a debt.

Not at Expense of creditors. :
i i i i hod was
| man who satisfied his creditors by this met
not "I“ll)lgrrowing from posterity’’ as one commentator declar-
ed: “posterity”’ had no valid claim upon his bounty until his
3

just debts to his contemporaries were honestly discharged..

ei ¢horrowing from his own heirs, by dipping
ﬁ?;tllt;r(z v;?isng;al of the protgcting fund for his family.”” It
was a fair question whether in any event a man had a right
to provide for the protection pf his family at the expense of
his creditors. The creditor aiso presumably had a family to
be provided for, and it was good morality that a man should
be just before he was generous. The laws .of the country,
the common law, with its profound and essential equity,
aided by the statutes of Elizabeth, and the jurisprudence of the
equity courts, had settled the question to what extent and
under what circumstances 2 man should be allowed to .mgke
provisions for his family that should preval} over the existing
or subsequent claims of his creditors. Within _those limits,
such preferences were ethicglly sound, but ou_t51de of them,
the suggestion that the family should be provided for at the
expense of the creditor was essentially dishonest, even if the
project could be successfully accomplished.

The question was not really as to the best method of pro-
viding for the payment of a debt, but as to the propriety of
incurring the debt at all. On that point, there was really no
room for different opinions. To borrow from the _11fe insur-
ance fund for the purchase of an extravagant 1ndul%enc<?
was, of course, the very extreme of thriftlessness and folly;
and he had no doubt that in far too many instances, the
loans which had run into .sgch abnormally large figures, were
taken up for wholly illegitimate purposes to make provision
for gratifications that could not be afforded, and e;ctrav}ell-
gances that should not be indulged. As already said, tbe
real question was always whether or not the .debt should be
incurred, and that was always a mere question of common

prudence.

Foundations for Business.

hat there should be no debtor and creditor relatlon
was Balxl:tt ;bsurdity on its face debt, as had been well said by
a high authority, was one of the conditions of cnul}zatlo‘n(i
There was, he believed, no cr_ed1t system in ?atagoma, attr}ll
no money borrowed on life insurance policies among 13
bushmen of Africa. 1f there was no borrowers there lsou s
be no lenders. If there could be no lenders there meed be n

THE MONETARY TIMES 63

accumulations and there would be little thrift. One of the
strongest incentives to industry and economy would be taken
away. The whole monetary system of the world would have
to be turned upside down. He need not surely pursue Or
elaborate the argument; the general truth of the proposition
must be self-evident.

Now, take the case of a young person 'going into business
or qualifying himself for a profession. He has talent, virtue,
industry and a reasonably prosperous outlook but he has no
capital. Must he spend the best years of his life gathering
together by uncongenial toil and slow accumulation the funds
that are necessary for his project? Or shall he find, if he
can, a capitalist with faith in his ability and his outlook, and
secure him against loss by taking out a policy of life insur-
ance in his favor. After he has paid a sufficient amount in
premiums to make the policy a valuable asset, shall he not
be allowed to recoup himself for his outlays by receiving
back a part, a comparatively small part of what he has paid
in, and a still smaller amount, if the relation is to be between
the amount of the loan and the sum ultimately payable under
the policy. The transaction leaves a security for wife or

_ family, substantially, almost as good as it was before. It

enables the borrower to escape to the extent of a loan at
least, the large interest exacted by the bankers. It spares
him the necessity of going to the manager hat in hand, for
continuous and repeated remewals. It probably increases his
credit with the bankers for the occasion when an emergency
will call for an accommodation ; it gives him back a part of the
money which he has advanced at no inconsiderable incon-
venience, to keep his premiums paid. It affords the company
an investment with its accumulations which is absolutely
secure, because the amount so advanced by the company can
by no possibility ever result in a loss. Thus, it was a fair
transaction all round, and he saw nothing whatever in such
a procedure to present the occasion of reasonable criticism
or complaint.

Not a Crime Against Posterity.

Of course, it was only fair to the companies that they
should not be exposed to the inconvenience of sudden and
unexpected demands for large advances; should such applica-
tions come upon the company in an avalanche like the run on
a bank, they must necessitate the realization of securities
under circumstances resulting in loss to all concerned. There
should, of course, be provision for reasonable and timely
notice; but with these provisions under the conditions indi-
cated, for legitimate purposes, he contended that 'the acceptance
of a loan on the strength of the policy of life insurance was
not a crime against posterity, a robbery of the air, or an in-
justice to the family. Nor did it answer to any other of the
descriptions under which it had been presented in the news-
paper comments upon the deliverance of the Association of
Life Insurance Presidents. That deliverance he was fully
prepared to concede, and the warnings which it conveyed
were essentially wise and fair and he sincerely hoped it
might result in checking the thriftlessness and extravagance
which, in too many instances, were the cause of the enor-
mous expansion in the amount of the loans which was
indicated by the statistics of the life insurance companies.

— e

COBALT ORE SHIPMENTS.

The fol'lowing are the shipments of ore in pounds from
Cobalt Station for the week ended July 31st:—

Crown Reserve Mine, 42,0000; La Rose Mines, 87,510;
Dominion Reduction Company, 84,300; Cobalt Townsite
Mine, 85,850; McKinley-Darragh Savage Mine, 82,260
Peterson Lake Mine, 63,080; Cobalt Lake Mining Company,
123,270; total 570,070 pounds or 285 tons. The total ship-
ments since January 1st, 1914, are now 23,263,673 pounds,
or 11,631 tons. Week ended July 31st, 1914:—Gold ore from
Cobalt (originally from Swastika) Tough Oakes Gold M.,
102,430 pounds; New Liskeard—Casey Cobalt S. Co. M.,
57,424 pounds.

~ In 1904 the camp produced 158 tons, valued at $316,217;
in 1008, 2,144, valued at $1,437,106; in 1006, 5,835 tons; in
1907, 4,850 tons; in 1908, 20,3060 tons; in 1000, 20,041 tons;
in 1010, 34,041 tons; in 1011, 25,089 toms; in 1912, 21,500
tons, in 1913, 20,261 toms.




