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By their nature, stocks possess the disadvantage, from
an insurance standpoint, of unstableness in value. In
times cf severe depreciation the statements of a comPanY
with large stock holdings would bie seriousy affiected, and
it is difficuit to value stocks by an "averaging" mnethod and
impossible te use the amortization plan. Stocks, as a class,
yîeld hiigher rates, of interest than bonds or mortgages; they
sometimes off er great prospects of appreciation.

They do net rank with either bonds or mortgages from
the standpoînt of safety, although a well-selected cumulative
preferred stock often ranks witlh the best bonds. Indeed,
if a portion of the extra rate of interest yielded be iooked
upon as a 1rîsk premium,"l the preferred stock of a well-
established, prosperous concern might, as a profitable, con-
servative investment, tank ahead of the saine company's
bonds. However, it should hie rerneibered that a corpora-
tion's bonds always have precedence in respect to security
and dividends over its stocks, and are always safer, using
the word in its strictest sense. As a rule, they aretoo specu-
lative, particulariy in the case of the common stocks, which
depend almost entirely on the future success of the busi-
ness. Iu a great many cases the common stocks do not
represenit actual moneye paid te the company, but may belong
te the 1 cwatered"l variety. A if e company should avoid any
stock where there is the sightest suspicion that everything
is net "Iabove board," and they are, inded, weil protected
from that class of investmnents by certain prohibitory insur-
ance laws.

Stocks have another serions objection, that their pur-
chaser becoxues an owuer in the business, and if an insUr-
ance company obtained large holdings in any corporation,
serious complications mxiht arise.

Stocks, more 'than any other class of security, offer
temptations to the seler or purchaser by.way of speculatîon.
The gamblîng instinct is inherent in all of us, and the man-
agement of auy insurance Company cannot bie too careful
in eiiminating this element from its "make-up." At the
saine timie, where the prices of securities that are perfectly
Sound :in every way have drpoped f ar heiow their iutrinsic
values, as, e.g., in the panic of 1907, I think such an oppor-
tunity te makre large profits should nlot be ignored.

As to PoIIOy LoaflO.
They ferra what may be called a "Passive" investment;

L.e., they are not sought after nor entrolied by the manage-
ment. If, however, the company finds that policies with jeans
againsi thexu have a greater tendency to lapse than is other-
wisenthe case, they can do mnuch te discourage the practice
through their agents, fiterature, etc.

While the loan feature can be used as a canvassing argu-
ment, yet the wisdom cf this course is doubtfui.

If its pohicies are borrowed upnx to any extent, the comn-
pany may find il necessary to keep a larger proportion of
its funds in easily-convertible securities, with a correspond-
ing reduction in its interest earnings.

The loan privilege may cause trouble in a peroid of
rreat financial stringency. The demand will bie greatest
during such a period, and securities tan then only bie dis-
posed of at a boss. It is, therefore, weiI te have a clause
in the policy deferring the jean for a short period at the
option of the company.

The rate of interest charged shouid be as higli or higher
than that yielded ou its funds, and eiastic, se that it can bie
kept above the market rate. With companies earning 7 or 8
per cent. on their fnnds, the former course wilI ho very oh-
jectîenable to P 'olicyholders and discourage borrowing. on
the other haud, it wiil Iead te a higher rate cf lapse among
those who do borrow, and will aise afford an argument for
rival agents. In many cases, however, the rate of iuîerest
chargeable on poicy boans is fixed or bimited hy insur-
auce Iaws. The security for these jeans is absein1te, and,
as there is practîcaily ne expense in the handlîng of the
jeans, the gross rate xnay be looked upon as a net rate.

As té Collateral LeIs.
The rte of interest is low: they require cnieal

Watchfulness;, they are a safe investment. provid-d. sufficient
margin is allowed. They afford a favorable opportunity for
gzettlng a fair interest rate on funds awaiting permanent
investment, and sbouid he used ouiy fer this purpese. It
migbt ho deexned advisable. however, te have sucli lqxid

sset s as would enabie a company to ineet demnands lu exces
ofiscarrent receipts, and investmerits in '<af" ans
wol ome ln very tiruelv ln Ca"e of sudden sund abuormal

detiilahds for policy jeans or cash surtenders ln a perlod
of finafcial stres. A company miWbî thus ho in a position

to meet such demands without disturbin
manent investments.

Office premises are desirable wlien a
Any unuseci portions can beý let, and the
additional advantages given by the pre
convenience that cani be obtained fromn o
office building. It is a mistake for a y
invest in an expensive head office build:
nection Zartman says: "lThose comapaxiies i
weak elements in their management have '
heavy burden of a costly home office, ai
cases these magnificent buildings stand
of strength, but rather as tomStones
panîes.'

The interest rate earned has been ver
there are reasons for this. Companies b
mitted t0 invest freely in real estate. Con
jority of real estate holdings consists of o
that acquired under foreclosure. It is,
reasonable te condemn real estate investm
Had the companies been able to invest fi
a much better showing would have been i
by the French companies. And again, c0,
had losses on account of foreclosed mortg
may have been charged against real estate
the mortgage account. Another reason f(
rate shown may be adduced from the pra4
panies of charging themselves with a very
space occupied by themnselves in the head c
making the return on their reai estate ap,

But it must bie admitted that real es
siderable care, and depreciation losses ar
net interest rate earned is, therefore, conis
gross rate.

In a growing and prosperous commun
profits couId often bie made through real(
but such investments lead to much SPI
prescrnt restrictive laws seem just.

Touching lizhtly on the subject of leRiz
that there seems te bie a R'rowi ng tend
and Canada to restrict the freedom of in,
those laws, similar to the Robertson 12
endeavor to compel companies to invest
of their funds in certain districts, are the
In this connection Mr. R. L. Cox says :
tires were introduced in four States te
ments of foreign insurance companies ge
the lines of the Robertson 'law. cf Texas.
Robertson law was enacted by Texas ini
-nearly ali--of the leading foreign 11f e in
doing business in that State retired. Thi5
75 per cent. of the reserves set aside ýto y
Texas policyholders shall be invested in coi
securities. The avowed obje-ct of the hz
foreign companies te make investmenîs in
made statute utterly ignores the natural
demanci, affecting the flow of -investmen
from the managers and trustees of life ir
right of exercising their judgmne a.
although it does nlot relieve these mana~
from being responsible if the compuisçory
prevent their companies front meeting th

... Beginning with 1907, the subject (
investment has been considered in twenty
lh the form of legisiation actually ixxtro<
seriouslv among state officiais."1

In iGreat Britain the companies arc
theîr investments. As one wrîter has expr<
and publicity is the English theory; pat
licity is the United States resuit; superv.
is the Canadian practice."1 Personally,
that broa ' , general laws should exist, l
investment. It mnight bie arzued that su~
necessary in the case of the Amnerican corn
petition is more rife, and managers mort
ship. than ln the case of their more 1
cousins. who err, pehaps, on the si4o 0:
and ever-conservatrveness. Hçowever tbis
rigzht that the powers of investmnent sh,
within too narrow limaits. New forms C
tàffe<us investmnents aire constantly arii
tudpeshouki bie alwed ten the sagacit a
Management. A tee Iimiîed area woul
ptitic>n in certain Unes,,. of investmnt
crease in th,- rate of interest obtainàle
?if(" conmp.nv'ýs funds are to a certain xe
"trus-t funds,'> the law shouli sec that t
made in secuiritie-s nf unquestioed .lea
of sllfculation is entirely clîminat.

Mfr. Rose. in the nr<)cfedinvs ofth
gress of actuaries. says. "In~ the end, m
in th, -choicr of invesýtrxnts. as in er
off the life. insurançe business, is wlse n
ment. and no gzeneral nirincifflo can tk
tan hirdl-and-fast raies ho laid downfo
wlitb different conditions, or for the.si
frr' nrriods in its bistory, when c
changzed for ir, Stil. it does; ser .


