898 THE MONETARY TIMES

INVESTMENT OF LIFE INSURANCE
COMPANIES’ FUNDS

VI.

Points to be Considered in Investments

—

BY M. P. LANGSTAFF, A.LA., F.A.S.

Having considered the advisability of investing in the
various classes of securities, I will now deal with certain
points to be kept in view when the merits of investments are
being considered. Firstly, then, as to mortgages On real
estate whatever class, whether city, town, village or farm:

1. Law usually limits the amount of the loan to, say,
60 per cent. of the value of the property. This value should
be determined by an experienced appraiser.

2. The character and financial position of the borrower
are always of prime importance.

3. The instalment feature stipulating for an annual re-
payment on account of the principal is often introduced, as
any decrease which may take place in the value of the
security is thus more or less counteracted.

4. In view of a possible foreclosure, determine the
rental value of the property, in order that the company may
know what revenue it could derive therefrom. This rental
value should be sufficient to provide for payment of the inter-
est and principal of the loan.

5. In case of foreclosure dispose of the property at the
first favorable opportunity. Difficulty of managing the pro-
perty, and possible depreciation are thus avoided as well as
the forced and hurried sale necessary as the time limit al-
lowed by the law approaches. ‘

6. It is mot a good policy to encourage progressive
loans, i.e., when building is in progress of construction.

Question of Renewals.

7. Constant watchfulness and periodical * inspection
should be maintained not merely when a renewal is asked
for, but throughout the whole period of the loan.

8. When a renewal is asked for, the whole question of
the loan should be reconsidered. -

0. See that the loan is a first mortgage on the property,
free of all other liens and encumbrances, that the title is
clear, all taxes paid, and that no judgments are registered
against the owner.

10. Adequate fire insurance protection must be pro-
vided.

11. See that taxes are paid promptly as they fall due.

12. Certain states and provinces tax interest on invest-
ments, -and this fact should be taken into account when ar-
ranging for the rate of interest.

13. A company should not grant loans for amounts so
large that they would be seriously crippled or hampered in
case of loss. Cyclones will happen in other places besides
Regina; and earthquakes sometimes occur outside of ' San
Frahcisco.

14. Investments of this kind often require constant
supervision, and the company must determine whether they
can be made as well at a distance from head office as they
can under the eyes of the management.

15. It is of particular importance that loans by way of
mortgages on real estate should be well distributed, other-
wise depreciation of values in a particular section would
cause serious loss.

16. The borrower should mot be allowed to fall into ar-
rears in respect to interest payments.

City Mortgages.

Now as to city mortgages: A pamphlet by Parsons, en-
titled “Elements. of Safety in City Mortgages,” deals witn
this subject. A brief synopsis of his“paper follows:—

(1) ~Avoid those states whose laws are distinctly un-
favorable to the lemder.

(2) Select carefully from the standpoint of location and
natural resources, the cities in which loans are to be made.

(3) Avoid ‘boom’” towns. Do not invest in a city until
it has a fair population and a reasonably accurate forecast
of future growth may be obtained.

(4) Exclude such sections of a city as are retrograding

_in value and locations which, owing to topographical defects
or muisances, are undesirable.

(5) Avoid vacant land and all property devoted to
special uses. Y ;

(6) Broadly speaking, loans should be confined—in
cities of moderate size at least—to those classes of property
in general demand; such as retail business property, office
buildings, and detached rental property, with exceptions in
the case of loans, for a reasonable percentage of the value,
upon modern and well-located wholesale property, and sub-
stantially built and well-arranged flat or apartment houses
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