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INTEREST EARNINGS OF LIFE COMPANIES IN CANADA, 1913.

NOTE.—The demand for our issue containing the sub]ouud article and tables was so umexpectedly large as to

entirely exhaust the issue.

In order to comply with the wishes of many subscribers, the article and tables are

accordmgly npmted

The statistics Eubhshed on another page of this
issue regarding the interest earnings of the life com-
panies doing business in Canada show that generally
speaking these continue on the upward grade. The
method of compiling these statistics which has been
used by Tue CHroNicLe for many years is as fol-
lows—The mean of the assets is determined by divid-
ing by two the sum of ledger assets as at December
31, 1913, and at the same date a year earlier and
adding thercto the market values of bonds, stocks, etc,,
over book values, or deducting in cases where the mar-
ket value is less than the book value. The addition
or deduction is not made in the case of the British and
certain of the United States companies, where the
Government Blue Book gives ledger values without
information as to market divergence. The interest
is considered as made up by receipts from interest
and rents during the twelve months ending December
31, 1913, adding thereto the interest and rents due
and accrued at the end of the year, less the same
items outstanding in 1912, This method has been
found generally satisfactory. There are occasional
differences in the form of returns made by individual
companies, but these do not materially affect the
results shown.

Canapian Companies’ EARNINGS.

Last year, there was again a distinct advance in

the average rate of interest earned by the Canadian |

life companies as a whole. This rate was for 1913,
6.17 per cent. comparing with 5.87 per cent, in 1912
and 372 per cent. in 1911. The steady and even
pronounced upward trend in these earnings is shown
m the following summary :—

100019011902 1903 1004 1905 1906 |
436 466 475 480 480 493 498
10710081900, 1910 1011 1912 1913

524 530 541 545 572 58T 617 |

Thus last year, the Canadian companies were on
an average earning 1.37 per cent., more upon their
assets than they were ten years previously, in 1903

ORI1GINS OF THE Risk.

This remarkable rise in interest earnings, prob-
ably a unique movement, is due to more than one
cause. The world-wide advance in the rate of in-
terest during recent years and the necessity for
writing down the values of securities already held
have undoubtedly had an important effect upon the
rate. of the companies’ interest earnings. The ex-
ceptionally high figures returned by some of the
companies are, however, not due so much to the
general rise in the rate of interest as to their invest-
ments in high yielding western mortgages. Illus-
trating the effect of these mortgage loans upon the
interest earnings, the following table shows the per-

centage to total invested assets of the loans on real
estate held by the various companies and the rate of
their interest earnings:—

Bt

7.49

1 5.62

R 575

4 5.88

.2 5H.88

4.5 6.09
6 7.56
1 7.68
7 595
2 7.67
e, ) 2 6.69
7 692
London of ¢ Nlldl ............. 871 6.55
‘\hnuhctunr- ............ »M.7 6 37
mareh ... ... 77.0 7.30
Mutual of Canada . . ... 588 615
National . .. ...... . .. . ... . .. None 4 86
North American . Sasaid s 358 592
Northern of Canada. ... ....... . . .. o0 0 6.27
e e R 22.2 198
Security . .. ... .. L . None 474
Sovereign . ... in o O 6 40
Sun of Canada. . 9.8 6. 20
Travellors of Canada. .. ............. .. None 5.31

*Percentage of loans on real estate to total invested assets
December 31, 1913, fRate of interest earned, 1913,

The following is @ summary table of the companies’
invested assets as at the close of December, 1913, and
in two previous years:—

1913,

1912 1911,

Real Estate Owned $ 0067470 8 KOMLAGT 8 700K8,157
Mortgages on Real Estate N7,085, 906 75,181,638 03,443,648
Loans on Collaterals . « 477,720 2880 833 2,388 75%
Loans on Policies, ete. | 30,500, 808 25,810 787 22 500,908
Bonds and Debentures. 77, 144014 00,388 072 O8.000,271
Stocks . 11,601,607 16,208,007 14,828,472

Totals (Unadjustod) $218.165.490 $108,460.7%4 $179,114.376

MorTcAGES AND EARNINGS,

It will be seen from the first table that uniformly
those which report exceptionally large
interest invested  very considerable
proportions, in some cases almost the whole, of ‘heir
assets in mortgages, while the one Canadian company
(The National Life), which has consistently followed
the conservative course of putting the greater part of
its funds in municipal and school debentures, reports
in comparison with these a comparatively low interest
rate.  For some years past, mortgages have been in
great and increasing favor with the insurance com-
panies, on account of the high interest return. But
it is evident, in times like these particularly, that they
have also their disadvantages.

In any case, there is little doubt but that the earn-
ing power of the Canadian life companies will con-
tinue to be high for many years to come, and as the
majority of the companies assume a low interest rate
in valuing their liabilities, with capable management
dividends to policyholders should be, generally speak-
ing, on an increasing and decidedly satisfactory scale,

companies

carnings have
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