ANTICIPATIONS OF A SCARCITY OF FIRE
INSURANOCE.

ihe financial effects of the San Francisco dis-
aster are being minimized through the mistaken
idea that the general impetus given to trade by
the re-building of the devastated city together
with the amounts recovered from the insurance
companies will more than offwt.tho destruction of
property. The natural conclusion to be  drawn
from such a theory is that, the more propertios
destroved by fire the greater will be the advant-
ages to the country.

The effect of the absolute annihilation of fixed
capital is much misunderstood. Tl‘u‘rv are many
who fully realize that if the actual cash resourees
o the banks were destroyed, it would be a great
cilamity to  the whole community. The
would come home to thousands by depriving them
of the ordinary facilities for transacting their
business that are provided by floating capital.

loss

But when buildings with their contests are burnt
there is a vague impression in the minds of many
nersons that, some way or the other, the loss will
be <o made good as to inflict no permanent mjury
on the proprietor. The insurance company that
was carrying the risk is regarded as though
were the possessor of an ever-flowing exhans
tible spring of cash out of which losses are met
without diminishing the stream. Hence this de
lusion leads to ‘ndifference to the financial effects
of a great conflagraton, the fact being to a large

some of the weaker companies will be compelled to

withdraw from business.

The inevitable effect of such adverse conditions
must be to make even the strongest companies
more than ever cautious in extending their risks
i the congested districts of large cities. Those
who are in a weaker condition after being njured
by losses at San Francisco will be compelled to
restrict their business,

The eftect of such conditions must be to shorten,
as it were, the supply of insurance.  There will
be less readiness to write and lesser facihities for
writing heavy lines and getting a large part re-
insured i other companies.  The existing situa-
tion is not without gravity, but the alarm express-
When the
demand for insurance 1s exceeding the supply, as
seems a probable consequence of existing condi-

cd in some quarters 1s too pessimistic,

forces which control
everything in the sphere of business will come into
play and will cause supply to develop until there
comes  an and the de-
mand.

So vital a necessity to commerce,

tions, the natural economic

approximation  between it
to manufac-
turing, to every form of mercantile enterprise as
is isurance can hardly be concaved of as becom-
ing, except temporarily, so inadequate as to re-
duce production, as to compel the closig of mlls,
as to cause the discharge of workman, and em-
and  retail

Still, there are those having a wide knowledge of

barrassment to  wholesale merchants.

insurance, who consider that as one contemporary

extent ignored that owing to the disaster there has
Leen an enormous amount of capital annilnlated,
the monetary stores of the world are so much less
by the extent of the destruction of property occa-
stoned by the conflagration.

says :

“Vith many companies going out of business,
the rest cutting down lines, and comparatively
little new capital coming nto the business, we may
never before

soon face a shortage of 1nsurance

case

That insurance companies are able to bear a
large portion of the monetary loss and to grant
financial assistance to those whose properties have
heen burnt is a condition that does not lessen the
drain occasioned by the fire, it simply distributes
the loss over a wide area.

To whatever extent the resources of an msurance
company are depleted by payments of fire losses
to that extent the company is restricted in its fin
ancial operations. If, to provide funds for meet-
ing claims, a company has to sell some of its se-
curities the market is adversely affected
if few securities are parted with a widespread be

F.ven

lief arises after a great conflagration that large

blocks will have to be realized, which has a dis
turbing effect on the market.

The companies in the strongest financial position
will pay what claims are passed upon as legal and I'he

valid out of their existing resources, but a mucl

larger number are raising additional  captal

others are reported to be borrowing heavily, while

that
producing, to reduce their

equalled. In manufacturers  will stop

. tocks to a point where
'lllu-_\' may be covered by insurance, which might
mean the closing of mills, ete, etc”
One consideration of vital moment in this con-
the question of placing msurance on a

The law of

former re-

| nection 15
|

mere  solidly  remunerative  ba
| stpply and demand which makes the
| spond to the latter, involves the condition that the
| st pply will be profitable to those providing it.

nand, for "\"?ll!l]l‘, for

|
! There might be a great de

ome article of commeree, cheese for instance, but,

if there were no prospects of its <elling at a pro-
fit, the demand would fail to « 1 ont a supply.

| This does not occur because, by another economic

[ 1w, the market value of an article is advanced as

the demand develops.

more capital into msurance will

1] ide more

inflow of

| not take place until the husme s 1

steadhly pre fitable I;)' rates }un-!: deaquate to pro=

vide sufficient to pay losses and espenses, to pro-




