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Loans on Life Insurance Policies
DAP1D as Has Been the Growth of the Assets, the Increase in Policy Loans 
*■ ' Has Been Nearly Twice as Great—How Loans Increase in Abnormal Times 
—Drastic Restrictions Would Be Unwise—A nalysis of the Situation in Canada.

By R. W. BARTON, A.l.A.

HE granting of loans upon life policies is compulsory 
in Canada, under the Dominion Insurance .Vet, and 
the proportion of funds so invested is therefore only 
to a very limited extent

companies. In fact, this control\f practically confined to 
the option of a company to, defer 
three months and to charge 7 percent, thereon, provided 
such provision is stated in the policy.

A marked increase in the proportion of the total 
funds of the companies so called for, has been noted in 
Canada and also in the United States, where similar com­
pulsory regulations are in force.

The meaning and dangers involved in this increase 
were subjects considered at the meeting in New York of 
the Association of Life Insurance Presidents in 1913 and 
the subject has been dealt’ with on several occasions 
previously in The Monetary Times. The increase still 
continues and the statistics available point to probable 
further increase in future.

At the end of 1915, out of total assets amounting to 
$274,273,018, Canadian life companies had kjaned to 
policyholders by way of cash loans and premium obliga­
tions on policies in force, $39,311,402, or 14.34 per cerlt. 
of their total assets ; an increase in five years of 
$18,902,179" in amount and nearly 214 per cent, in 
proportion.

The following table shows the total assets and the 
loans, including premium obligations, upon policies of 
Canadian life companies, at five-yearly intervals since 
1890 and the proportion which these loans bear to the 
assets.

A better idea of the continuous increase in proportion 
is obtained from the following table showing the growth 
in percentage each year from 1900 to 1915.T
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The large increase in 1907 and 1908 is accounted for 
by hard times in Canada during and after the financial 
crisis in the L’nited States market in 1907, while the 
collapse of the land boom in Central and Western Canada 
in 1913 and the war conditions of 1914 and 1915 are 
plainly reflected in the higher percentages of those years. 
In the latter years, the situation was no doubt a good deal 
relieved by the great harvest and large contracts for war 
supplies, or a larger proportion might have been called for.'

A comparison, over the past ten years, of the increase 
in assets each year with the increase in policy loans, 
shows to what extent the annual surplus is called upon 
to meet the demand for these loans.
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This shows that rapid as has been the growth of the 
assets, the increase in loans on policies has been nearly 
twice as great and that the proportion is still rising.
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