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MONTREAL, JANUARY 8, 1915

YEAR’S UNFAVORABLE EXPERIENCE.

AVERAGE RATE OF PREMIUM STEADILY DE-
CLINES—WITH HEAVY LOSSES, UNDERWRIT-
ING RESULTS POOR.

While 1014 will go down into history as the “year
of the war,” the outbreak of the war itself came too
late to put its full impress upon the vear just closed;
the consequences from it will doubtless overlap into
the new vyear. Its influences upon United States
underwriting so far can he fairly well defined; what
have been the effects upon underwriting in the rest
of the world cannot at the present time be known,
writes Mr. Frank Lock, the well-known United States
manager of the Atlas of London.  Apart from the
overshadowing event of the war, the vear just closed
has been replete with incident and far removed from
monotony,

Previva INcome ann Rares,

The steady decline in the average rate vear by
vear about offsets the premium  derived from the
natural increase in material wealth., The premium
income for the vear will prove to be about $320,000,
ooo, not differing materially from the vear 1913, T'he
average rates of premium for the séven vears 1007
to 1913, inclusive, are: 1.14, 1.12, 111, 107, 1.0D, 1.0

This last figure is the lowest rate recorded
i the present century and has only heen equaled
during periods of demoralization after long absence
from conflagrations,  The 1914 figure may be ex
pected to go still lower, Had the companies received
the average rate of 1907 on the amount insured in
1013, the aggregate premium would have been about
832,000,000 larger. This is eloquent tribute to the

and 1.03

Lreductions inannual rates made over a period of
gacven vears,

3 LossEs,
by
& The vear started in its first three months disa
‘&Iv-lhh. Then came a sensible improvement in con
(apart from Salem) until the middle of
)ctober, since which time to the end of the year the
ood of losses of medium amount has been unparal
cled in number.  These losses mainly affect dwel
ings and smaller mercantile risks and undoubtedly
the stringency of financial conditions, being
n indirect effect of the war. These conditions are
ery marked in the “cotton belt,” and apparently the
id 18 not yet in sight,
The loss ratio for the vear upon net “‘premiums
rned” (as distinguished from “premiums written” )
ill probably run about 58 per cent., the previous five
ars having averaged 55 per cent. In vears not
arked by heavy conflagrations the steadiness of the
ss ratio is noteworthy,  To the student of the busi-
ss it is of deep interest that the loss ratio of the
ole world for the vear 1912 upon “premiums
itten” was 54 p.c. This caleulated upon “premiums
ned” would prove a little higher. Having regard
the differing conditions of insurance and the wide
nge of rates charged in the different countries, it
a tribute to universal underwriting practice, in-
ating that the business is established upon very
cise methods, when there is shown so little varia-
in the ratio of loss to premium in the United
tes as compared with the world at large, it being
ne in mind that the ratio of “burning” to the
unt at risk varies in the different countries
rmously, which is of course reflected in the great
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difference in average rates shown in the several coun-
tries, that is to say, a high rate of burning means high
rates and wice versa.

EXPENSES,

The expense ratio still continues to rise and there
is no prospect in sight of any reduction. In 1912
the expense on “premiums  written” amounted to
30.14 per cent.; in 1913 to 30.00 per cent.  The year
just closed will probably show the 40 per cent. mark
turned and 1015 promises to closely reach 41 per
cent,, for the reason stated. Upon  “earned pre-
miums" the ratio is about 1'% per cent. higher; after
all, this is the figure upon which the companies have
to make their calculations and, while this matter of
expense is a subject of constant public criticism, the
power of controlling it is virtually taken from the
companies,  Commissions and  brokerage represent
say 22 per cent,, taxes in 1915 will run well over 3
per cent,, together say 25 per cent, out of 41 per
cent.; the maintenance of the rating and inspection
machmery, which is absolutely essential to the conduct
of the business, will absorh at least another 3 per
cent., thus not leaving much margin out of which to
cffect economies since the remainder has to provide
for expenses of management, including office rents,
salaries,  stationery, maps, travelling, postage and
undries,

Usxperwritineg Resvnrs,

W hile for the first ten months of 1914 the under
writing results of the country were probably about
the same as for 1913, the last two months have re
sulted disastrously and it is to be expected that losses
and expenses deducted from “premiums written” will
not leave 5 per cent,, or from “premiums carned™ not
3 per cent, margin. This will mean, of course, that
a number of the rompanies will have nothing but loss
for their pains and already some companies have, to
wards the close of the year, retired from  further
conthiet with hopeless conditions,

DON'T CHANGE YOUR POLICY.

Policyholders who have secured certain accumula-
tions by carrying policies for a year or more must
sacrifice something when the policy is cancelled even
though they obtain one containing some features not
incorporated in the first.  The insuring public should
realize that in purchasing insurance as well as in pur-
chasing any commodity that thev  seldom  re-
ceive more than they pay for. [t is true that certain
policies may be better adapted to the personal needs
of some persons than others, but to constantly change
the company carrying the insurance does not enhance
its value and it is very possible that a person following
this practice or allowing agents to induce him to follow
it may find himself in time of need without the protec-
tion he desires.

The Compensation Committee of the Canadian
Manufacturers’ Association bas issued a circular to
the members denouncing the plan of assessment
adopted by the Workmen's Compensation Board of
the Province as unjust and one that “takes the money
out of the pocket of the employer whether it is
needed or not” The committee would have pre
ferred the Washington system, where assessments

are made monthly or quarterly.




