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victinis of, titan ta any cuipable extent the acconîplices,
i the frauds, wlîich, as tue judgc siîd, Ilroh.a .. ood
of Iight upon the wiiole systein of tue promotion of
public companies iii the City'" of Lonîdonî.

It is noticeabte tlîat, aittigît large Canladian inter-
ests wvere invoil'ed inii ese transactions, there %vas 11o
Canadiani batik even nanied at tise trial,no y
English one, iii aîy discreditable iiuannier. >.lie moral
is clear:- if the victimized persans lind cotisuilted sonie
banker, they ivould have been protected by sound
advice aîîd warniiigs. If perseoils choose to ignoi our
batiks in matters of finîance, thîey niust be ieft to thieir
own devices, wiiich îîsuaiiy briîîg trouble and aîîxiety,
and often disaster. 'rlie -wise nuait trusts his banker,
and so, ncts that lus banker trusts hlmi.

A ISURPRI83ING STATEMENT.
The addrcss deiivered by M1r. Chiaelton T. Lewvis ini

june last, at the Convention o!'tlie National Association
of Life Underwriters at Chicago, oit State Supervision,
with special reference ta tic net valuation of life
policies, bas attracteci a good deal of attenition. Nlr.
Lewis is connected wvit- tise Muttial Life of New Y"ork
we believe, and itis address wvas a vigorous attack oui
State supervision iii general anud of the systein of net
valuations iii particular. Our conteniporaries have
freeiy discussed tîte position takeu by Mr. Lewis, some
of them indulging in severe criticisni of that gentletani,
whiie one or two of proininence have, ini wh1ole or in
part, signified their agreenient with lus utte-auccs.
Mr. Lewis afterward revised and muade - important
changes in lus address, as deiivercd aîud reported verba-
tim by the Insurazce Pûsi of Chuicago, and the rcvised
version appeared in the Weekly Under7writer. Situce
that publication tise author lins put his paper, as
revised, iuta pamphlet form wvit1u an introduction, it
which he uses the foiiowing language, intended cvi-
dently ta justify his attack o11 net valuations

The fundaniental fallacy in life insurance, eausing enidless
confusion cf thonglît nnd errors of practice la the recogniition
of a reserve as beld for au indivillual policy. Trhe company's
reserve is the aggregate suin which it miust bold to secure the
paynient cf all its contracts ut maturlty. A first principie cf
the science cf probabilities is that such an aggregate may lie
definite and determinable, altlîough all the separate itemis cf
which it is conîiposed are inidefinitc anîd indetcrnsiriable. The
science eniabies us te estiniate with approxitwnte accuracy how
much a company ougltt to have on btand wl.sî *we know wbat
its outstanding assurance contracts are. But there is no science
which can diide titis reserve into its parts and discover how
much, thre company must bold in orcler to nîeet a single policy.
Current insurance literature assumes that the systein cf net
valuations dots thus divide thc reserve. Tite technical work
cf the actuary assumes titis division inte itidividual reserves as
a prt of the work cf vaiuation ; and the fiction, like unauy
eters with which every niatheniatician is fantiliar, is an essen-
tual aid in bis processes. But thie nîeaninîg and utility cf thre
assunîptiols are wbolly lest when this ideal surit, ibis addition
*bich must be made te tire aggregate reserve, because of the
existence of the particular policy, is individualîr.ed and înteg-
rated so as to be madie a premise for reasening apart front tbe
rest. Trhere is a reserve for a cempany; there nîay ire a reserve
for any itunber cf risks large eneugh te insu re a normai
average; but the word reserve when applied to, a smalier nuin-
ber, is a niere symboi with no reaiity or practical nieaning.

We have quoted liberaiiy, in order that nxo lijustice
may be donc ta Mr. Lewis by the use cf disjointed ex-
tracts. We subinit that this statemeut as a wvhole is a
somewhat remarkabie anc. It wonid be rcnîarkable

coming front any source, and doubiy so as coniinig
froni a gentleman coiîsîectccl tith the largcst purely
iiiituai life insurance compa)Rhy iii the world. 'o say
that "a reserve as lield for ain indlividual policy " is a
Ifiindatentai faltacy ini Iife insurance " must surely

have rwi1ovei souîid to actuariai cars, and especiahly so
ta Acttuary McClinîtock of the Mutual Life. who is con-
fessedly otie of the iinost acconpiishcd actuaries iii titis
country'. Tlîat thîls coipany lias been lieid responsi-
ble in soute quarters for tII above utteratices of Mr,
Lewis is a n''nifest injustice, and ilinstrates hiow the
expression of individuai opinions by meni fot author-
ized to spealk for tlieir superiors is )ften crcdited to titose
iuperiors. WVe do flot for a înonieîît lh,:d the Mutùai
Life responsibie for the reîîîarks above quoted, espe-
cially iii view of the historic fact, as statcd by Actuary
A. F. Flarvey of the 1%issouri Iusurance Departutent,
tllnt in 1371, at the first session of the Convention in
tic United States of State Suipervising Officiais, the theit
president of the Mutuai Life, Mr. P. S. Winston, 'vas
forcniost îii advocatiîîg and influentiai in ecuring the
adoption of a uniforin basis by ail the States for "the
valuation of policies and coniputation of reserves" for
life coînpanies, the systemn of net valuation being titen
in force iii several States. Recurriîîg then to, the
unique statement of Mr. Lewis as belonging to hitni as
ait individual we proceed to examine its giaring falia-
cies.

The position taketi by Mr. Lewis is, iii brief, that
thougit a life company's reserve is "lthe aggregate
sunt which it mîust hoid to secure the paymeut of ail
its contracts at nîaturity," and thouigh titis aggregate
is nmade up "lbecause of thc existence of the particular
poiicy," it cainnot be divided iuta ils parts to, 'I discover
how much the company mtust hld in order to, meet a
single policy." 111 other words, the whlîoe is flot coin-
posed of its parts ! Vie rather think thnt: this line of
reasoning will generaliy be rcgarded as an innovation by
students of mental philosophy. If a companty mtust
possess a lump sum-an aggrcgate reserve-sufficient
to pay all its policy contracts at maturity, as confessed-
iy it must, howv is tixat aggregate to be discovered ex-
ccpt by ascertainiig tite amnît required unider the
several policy contracts to pay those contracts at matu-
rity ? If Mr. Lewis is correct in bis assertion, that
",there is no science which can divide this reserve (the
aggregate, EDi.) into its parts and discover how inuch
the company niust liold in <irder to nieet a single
policy," then the actuaries have ail been wroîîg for a
hundred years or so. The reserve is lield to be a coin-
pentent anid determinable part of every life insurance
prenîium, and the individual poiicy contributes its
quota to the present aggregate, hlted in trust, to be
&tsed for the payment of the several policies at matur-
ity. Mr. Lewis seetus to have forgotten that the iiidi-
vidual poiicy as a contributor for a definite antount to
the funds of a conîpaîîy and a slîarer iii its expense wvas
conspicuousiy recognized by the Mutual I<ife maîîy
years ago wheu it adopted Ilthe contribution plan " for
the division among poiicy-hoiders of the accumulated
surplus. Wve are quite aware titat scientific life insur-
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