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danger of éontaining the so-called "deiiiand
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Real panics recur in cycles of about^i^teei -I 
à strong pppular demand for* a thorough rt 
tariff and fith chances a little betteri^ln 3 
that we will soon have a radical Natioftitl Adi

The year >910 cannot be said to have been fraught with j isTlto^foTu^m'Vhe'no dfsum'TutS^’ 
financial unrest, for this reason ; the ratio of loans to 1
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assets may be considered as perfectly normal with nearly all National Convention Condemns Practice, 
companies. The experience of 1910 proves conclusively that Knowing the truth of the adage lime 
many a company is absolutely precluded from investing its pare for war." the National Convention of Ir. 
assets representing its reserve in securities of the character missioners in 1909 saw fit to condemn tlji prac i 
initially contemplated by contracts which are predicated upon on demand to policyholders in the following 
the predetermined and measureable law of mortality. solved. That in the judgment of this toirentii r

The amounts to be loaned from year to year have been , of life insurance companies obligati ft# the* 
absolutely incalculable upon any experience. A multiplicity contract to make loans to policyholders On den 
of causes and circumstances which no one could foresee, have unbusinesslike, and dangerous.A 'i :
determined the amount which a company has loaned in any In its action the convention might havi fckdceeded 
given year. These facts have required the companies, which step further and gone on record with Brecon ft ««dation for 
have loaned in large amounts to policyholders, to keep large the passage of laws in the various States rc bidding the 
sums in liquid or negotiable atssets, drawing a low rate < f issuance of policies containing a “demâhtd clause ’ and pro- 
interest, whereas, the funds should have been invested in the riding that in all instances the compaftf- musT Sc vide in its 
most profitable as well as the most stable securities obtain- policies that it may avail itself of nirtqtv da; s < tice No 
able. To the extent that the loan privilege in a policy hind- one questions the advisability and necessity I oi1 the sixty or 
ers a company in investing its funds as it ought, to the same ninety days saving clause with whichlatinds * hanks guard 
degree it impedes a company in performing its primary func- themselves. Experience has shown that ban ;s f|:kn only be 
tion, that of insuring lives. safely conducted where the cash reset**» are e ill to those
____________________ __________ fum|s of thc institution which are subject to < aj 'Vn demand.

So far the loan privilege has, possibly, not “eo ipso» ‘ verv^nM^ u,ndFrtakin» t*.^an «4 < ir*and a sum
jeopardized any insurance company in carrying out the pur- rpservr 0 P nni;rvn-,nK ,appr°ackltw tb.”| a l,9unt o{ the pose for which it was organized, but consider ; in eight years 0f h^vfnV S| •°nl^ t‘Sajh" K. *he rca,m
the ratio of policy loans to assets in our legal reserve com- 'f,*’ • . °^dlnat,nlt 1,s true fun m In of protect-
panies has increased from per cent., to nearly „* per * •?“* S,PeS°rs s j ,nd.iscrrct
cent. What can we expect in the future? S? rim, ttertain

Initially, the contraction of credit manifests itself in the termination V fn WC ^
large commercial centres. The banks call their loan, and LT ^ y v*” ^ iTt!

1*4$
effect and the companies have met the demands made upon “ - *‘
them by utilizing their income from the country districts, which Primary Function of Company la to 
have not been affected by panics. But with the tremendous 
growth of our large cities, the proportionate number of
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When loans are scoured by a poli*yhol< er . for the pur-pSfIk's t
the entire population of our country. In .900 the percentage | 5urance policy bv loaning him money at r* : of interest 
had increased to 25.9 per cent, and in 1910, to more than y lower than he,can get in the open market, or flashing him
percent. In addition to this vast increase of population m I with cash on demand, thereby tempting f imfto speculate,
our cities, which have heretofore most keenly felt the effects is as pernicious as the former""is mer&ou i. * 
of panics, we are now confronted with another situation The primary function of an insdranc, ci 
With the increased facilities of communication, by telegrai h pay death claims. Money loaning ,k su 1 ord 
and telephone, between the smaller cities and the great money function and should not be permt^ ' 1 1 
centers, and with the rural free delivery of mail leaving a business. Insurance men should jeàtoüsl r
daily paper at nearly every farm house, a correspondingly nitv of their profession and see thallhc Jru
accentuated interest is felt in the small cities and in rural purpose of their work be kept inviolate'
districts, in the stability of our financial institutions located An insurance company should d£L 
m large cities. Irtis a matter of history that each succeeding its abilitv to protfCt famijies, and should 
panic has become less and less local, and more and more uni­
versal and far-rfaching in its scope.
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like an evergreen, to be cut off at thè^it, so «at with arti­
ficial trimmings and brilliant decorations it mat dazzle for a 
moment, only to be thrdw on thç y^cfai higpp when the 

We have observed the impetus given the policy loan prac- Christmas days are over. t
tice by the panic of 1907, the effects of wrhich, so far as in- However, the insurance -compara* hr< n®|, in the last 
surance companies are concerned, were largely confined to analysis, to be blamed for such a stpjg of affairs.' In these
the cities. Yet the panic of 1907 was felt more keenly in the , *5 keen competition, with the»:,wiéurïnoa| business as
smaller cities and villages than anv previous panic, excepting Mghly commercialized as any, cofitp.ihu s aie frequently
of course, those followed by long periods of hard times. We dnvrn b>' sheer necessity to do those, thin ;s wfliich the best 
can all recollect how, in 1907, the banks throughout the en- judgment of its managers would coM^ajin V phout a com- 
tire country refused to meet demand obligations, and how bination with other companies " birigprriiq ht k a court be
savings banks universally took advantage of the ninety days construed to be illegally in restrai^lpcff trad |, a company
notice, to which they were entitled. " might find itself utterly powerless to tiflsijft or | Jctify the evil. •

Suppose then, in the future, during some financial crisis, 's >ncumbent upon the Comjtiss one w-hom the j
that the integrity of some important life insurance company Legislatures so constantly advise willt; re atiV ; to insurance
were called into question. The intelligence heralded legislation, that the dangerous anc^pon iciq k practice of\
through the columns of the daily press, reaches every hamlet loanmg ^oney on demand be distttfttmi ed.i ^>y legislative ^ 
m the country. Grant that no days of grace are given the act‘ ,In Minnesota a policyholder a ter. ; is policy has
company within which to prepare for the demand for loans bcen in, forfr for, a &”<**>* X*firs de fand whatever
and surrender values. The wires are hot in every part of ' ,oan value his policy provides for. The p >lirj may stipulate
the country and a frightened public is clamoring for what- ,bat suc“ loa" ma>r be deferred fori» pr -md |not exceeding
ever it can get. The company must either "sit tight" or go ?,x months; but such a clause is nrit oh iga fry, and there 
into a breaking market and sell its securities at a loss. A 15 no Prohibition against the deman<| dtiai^e i desired, 
fompany in this predicament, having the “demand clause” 
in its outstanding policies, would no doubt choose the former, 
refuse to fulfil its obligations and simply wait until it Could 
make its loans from a normal income. Following the second 
course, and disposing of the company’s loans, would, un­
doubtedly, result in the wiping out of itfcsurplus. Every ore 
knows what the result would be, if a dozen of our leading: 
companies were obliged to take this action. Herein lies the
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Loans on Policies and Panics.

11; ;
Policies Should Provide Days of Cross.

A protective provision in the lnhft rfc 
to the efféft that an insurance cotogmn 
sixty, or nihetv days, within which ib/fu 
desiring a loan, does not jnean thafBft 
on demand The contrary was sho^Âi; In

(Continued on Pag| i if :

usjHjof the policy, 
njiy take thirty, 

ni so money to one 
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th« jpanic of 1907,-
)
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« Loans on Life Insurance Policies.
(Concluded.)
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