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Tlto n'Iertannfmî '1'îx ro-2cnt acquisition of the Clip-
FIlim u, nee ital.1 Stock of the abov, Company by

Cilbýty the London and Lancashire Fire
Iiisurance Comnpany, lias itiduced soine personis to
state that this mneaus the absorption and closing of the
I Mercanîtile " entirelv, which is ca..u-tlatec(l to iini -

its busin<:sb. 'flie foHowiing niessage lia!, been rcceiveci
by Mr. iockie. 'i\aiagiing Director of the M\er.antile,
froîn the Hlead Office of the Lond(on and lanicaslîire

IOur Directors, realiing that the 'Mercantile ' is
pectuliarly a local Company, witlî its value largely
depeis.,etit upon the maintenance of its past indepen-
dence, have corne to the deliberate conclusion that
thiere cari be no object or advaîîtage in tliat indepenl-
(lence being teriniated, but on the contrary desire
thiat it shahl continue to work as a Canadian Comipany,
wvith all the benefits wvhich local traditions andi con-
nection inmply."

Thiis is so exl)licit that the injurions reports to a
contrary effect slîould cease, as they are wliolly un-
justified. A full report of the London and Lancashire
wvill appear iii next issue,

THE EXPENSE LOADING 0F THE LIFE
PREMIUM EXCEEDED.-

The vital question iii life insuranoce, next to the
selection of tie risks. is the expeuse of getting and
cariing for the business. So long as a cozupany's nior-
tality does ixot exceed the table-rate, and the expense
or management does not exceed the ' loading " portion
of the preinjuniii, its affairs wvîhl inove along froin year to
year on inathcmatically safe lines, assurning, of course,
what, as a matter of fact, lias never failed to be thie case,
that tlie interest realized on the investnrent of' the reserve
portion of the funds -.hal1 never faîl below tlîe rate
assutrned when the preinium rate is fixed. Have the
life conipanies as a wvhole on this side thie wvater, es-
pecii.lly those of tlie United States, kept wvithin tue
lines indicated ? So far as the experience of the past
ten or twelve years is concerned, facts, wvc think, showv
that the question must be answered in tîxe 'îegative.
Let us sec.

It is a fact getncrally acccpted by well-inforîned
students of the business, that under the iinethods of
mianagemient prevailing, and wvhichi for veral years
hiave prevailed, anions.g Ancrican conîpanies, a inajority
of te companies hiave eupended ecdi year more than a
liundred per cent. of (lie first year's preniinis iii t1-:
getting of uzw bu1siness. The total expense of carinig
for the business after it lias been secured niay safely be
said ho exceed twelve and a iaif per cent. of the
preiniunis. 1h is estiniated by good authorities that
uniler modern lothouse inetliods and lapse-prou- ,*tg
practices the average life of the policy is about Iave
years. Suppose a conmpany issues a policy of $iooo at
age 35 on1 lie wvhole hife plan, the stardard table
preiniurn being $26.49, A lidred per cent. of the
preiniiu for first year's expenses wvihl be, of course,
$26.49. Tivelve anîd a lialf per cent. for tak-ing care of
thec business, wiil be, four ycars more, $13.24. The
înortality for the five years will cali for about $4 and
the reserve, AcItuaries' 4 per cent., deinands $61.34, or

a total at the end of tVie five years Of $146.o7. Thei
total l>reiuîniiis received for the five vears %vill have
beci. $ 132.45 andI Cle inieiest assuinie(l $j more, or
alItugethecr $137.45. This lacks jUst $8.62 of balauc-
ing tl.«! accouint ou die policy trinsactiuii. It is
obvionis thiat thiere muiist be a large savingii, in the
lnor(alit3 claiiiis, as betwecn tite acWulait( rd ie table
rate and fromn interest above thàe assuiîned fur per cent.,
or cisc tlie coînplaný is borrowniag froin the future iii a
perilouis fa-shiioii, Chargitig only go lier ccent. of the
first year... 1 reiuînii to new business, anci the accouiit
wotîld stihi sl'ow $5.97 On1 tîxe wrong9 ide-

\Vitai the inajirity .:)f Aiiifricani cotupanies we fulhy
hehieve, lîowever, thl tic average first year's expense
on the bubiness, as of late conducted, will exceed ratiier
t.an fall belr.,v a litindred per cent. Vie notice Ihat

recently t1w *''/,of Chiwago, presenteid a table
designed to slio. Laie exrputse of obtaining inew busi-
ness both for îS9j -xid iî?»5 of the comipanies active iii
*'--IMig for niew businiess, basing its calculation on the
designated commissions, and boniuses ho agents, and
niedical examninations as given by the comipanies in the
official reports, plus onc-tourth of the iniiscellaticots

eeS, WIliCi gives Si1 to S2. 2 per cent. respectively
for the two years as tîte expense for niew business. This
is evidently au ultra-coin-rvative estiniate, for if tîxe
otîter tliree Iourtlis of aIl iiiscellaneous expenses, iii-
clucling commissions, etc., be charged up to expense of
caring for tce old business, il wotild cail for froni 15 to
i9 pcr cent. of the total preîniunts, wvliich is a good deal
ton intuch. TIhis fiver-cstimiatc chargecl up to iiew
preniiiinîis wouild, we t1iiik, carry the inew business
exp.îiise te niew premniu'nls easily up to, a hutndred per
ce.ît. At aIl events, ','hiatever the exact figures,wliiclî,
o., course, caninot be accurately fixed fruxîx the data
fuii-iislied in the atinual stateients, il is in evidence
froni e reports, that wlîile time surplus, excepting
tontine surfflus, of the comipanies to liabilities lias
inicreased only about îiîree 11-r cenît during tîme past
dozen yea,.s, tîte av'erage dividends to policy liolders
have decreased fülly fifîcen per cent. As 2ýverybody
well1-inforrned kniowvs, tlie divi'.etids of the conîpanies
iiking c 'ctraordinary exertions for niew business are

nîierely loi. iiinaI. 'rie saving froin a favorable death-
rate, froin itîterest, froni suri endered policies anîd other
saurces, lias niainîy gone to iinake good the ovcrdravin
expense portion oý' the preninniii, instcad of findiîig ils
way int- Vie pockets of tii- policy-liolders.

Fortuiiately thiere are inîdicationîs that the conmpany
mniagers hiave conte at last to realize the peril of
extravagance iii business gc.tting, and are likely ho
mioderate tlîcir desires for LUg business at a ruiino is
price. \Ve shahl bc disappuinted if tlîe record nmade by
tic A.iiericaii conîpanies in 1896 is îot a dccided
iiprovememit on that of the pnst teti years. The ratio
of coniniissioins and bonuses on icw business wvns about
oile and a hiaîf per cent. less ii I895 tlîaî in 1894, vhiile
Vie total management expens- to total premnvns lias
decreased nearly onîe per cent. Tiese are sinaîl ini-
provenients, but tlîcy furnisi the groutid for hopittg to,
sec a still more decidcd improvenient in the situation.


