
B i

THE CHRONICLE.Mav 19, 1905 635

cities have been financed largely on capital from
abroad.

In The Chronicle of the 17th March the course 
of the Canadian bank investments in bonds for the 1 
last four years was given. The rate of increase has 
nut been over-rapid. If the banks are judged ac­
cording to American ideas then it might be said 
that, holding such large amounts of savings bank 
funds, they might very properly hold a great deal 
more than the $65,000,000 in bonds which they now 
own. The “Wall Street Journal,” in discussing the 
matter, says that commercial banks, during a time 
of slack demand for money, might properly invest a 
moderate amount in good bonds, tut that invest­
ments so made should not be regarded as per­
manent inasmuch as they represent a diversion of 
banking funds from their natural employment.

It is known to be the case that some of the Cana­
dian banks have been induced to enlarge their bond 
investments because of the keen competition for 
commercial accounts. Large strong borrowers 
are much run after. The banks bid against each 
oilier for the privilege of making loans to them. 
Rates are cut, commissions reduced or waived al­
together, and services performed for nothing. The 
eflfect of this has been to lower the revenue derived 
from mercantile business until it is in many in­
stances but little higher than that which can be ob­
tained from good bonds. As there is a much great­
er risk of loss from commercial loans than front bond 
investments judiciously made, it is natural that some 
bankers should turn their attention to the bond 
market more than they have done in the past, with 
the idea that they can possibly at some future time, 
take over from their rivals a great deal of first-class 
mercantile business on terms more favourable than 
can be had to-day. Others, no doubt, feel that it is 
wise at the present time to increase their bond hold­
ings rather than to throx^ new funds into the 
petition for discount accounts. In this sense then 
the bond investments of the Canadian banks 1— 
be regarded as of a temporary nature. The bonds 
would be sold and the proceeds loaned to 
tile borrowers whenever the demand for credits be­
comes urgent enough to cause a rise in the rate of 
discount, or a more general willingness on the part 
of borrowers to accede to the demands of the bank­
ers in the way of security for loans.

REBATING LIFE INSURANCE PREMIUMS.
By William Chubb. 
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Life insurance is primarily a commercial 
lure intended to benefit every individual whose in­
terests are involved. So vital and general__even
national—are these interests, that It is recognized 
as being the duty of every state in which such en­
terprises exist to exercise the strictest supervision 
over them and to be assured of their absolute in­
tegrity. There is no other business so hemmed in 
by restrictive laws, so paternally regarded by gov­
ernments. and in which the interests of the people 

so carefully guarded. Nevertheless, evil prac­
tices have crept in. and ot those one of the worst 
and most universal is that of Rebating, a practice 
that has justly subjected insurance workers to much 
scorn and sarcasm. 1 his blot on the record of life 
insurance I propose to investigate as thoroughly as 
is possible in so short a paper, to discuss its causes, 
and to suggest a remedy.

In the first place I shall endeavour to show that 
rebating is of no advantage to anyone concerned, 
the company, the agent, or the assured.

As TO THE EFFECT UPON THE CoiiPANf.
The experience of life insurance companies has 

proved that owing to the heavy expenses connected 
with procuring business the premiums received do 
not provide for the reserve and pay the cost of car­
rying the risk for the first few years, and that, in 
order that a policy may be profitable, it must remain 
in force for at least four or five years. Now, one 
direct effect of the pernicious practice of rebating 
is to increase heavily the lapses at the end of the 
first year; for manv a man is induced by a rebate 
to take out more insurance than lie can continue to 
pay for after the first easy year. When the second 
premium becomes due he will either lapse vtright, 
thus nflicting a heavy loss on the business, or he 
will re. ncc the amount of his insurance, in which 
case the company will have been on a big risk for 
a microscopic premium. Moreover, the lapsing of 
these policies affects the business in a still more 
vital way. If the man lapses outright he is very 
likely a good risk, sure of passing another medical 
examination, and so living on another company in 
the same way for another year; while, if he decide 
to pay the much increased renewal premium, he 
may be influenced by the knowledge that he might 
not successfully pass a second examination. The 

company suffers in respect of 
mortality by keeping the worst risks on its books. 

1 his fact alone is sufficient indication of the dan- 
nature of rebating, and furnishes good 

reason for the employment of drastic measures of 
suppression.
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Thk Federal Supervision ok Ixsuuance was the sul>- 
J'''t ot a lecture by Mr. Breckenridge,
American lawyer, at Yale University on 5th Inst., in 
will, h he argued atrenuoualy that Insurance 
fart of modern commerce or navigation or transporta­
tion. and as Inseparable from It "as vital 
▼itaJ existence.”
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result is that theIs as much a

motion is from 
He is In favour of Federal Mupenrl- 

•Ion. which he considers called for In the Interests alike 
of the companies and policy-holders.
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