AMONTREAL, OCTOBER 11, 1912

~RUNS" ON INSURANCE
COMPANILS.

PREVENTING

In his newly issued report, the Massachusetts In-
arance Commissioner alludes to the non-success ©
.~ recommendation that a statute be enacted to pre-
cent Cruns”oone life insurance companies, This
legislation, he says, had the endorsement also of the
curance commissioners as body after due con-
Sderation of the issues involved. It seemed clear
v them that under the present conditions there is
need of a protective  statuie, and that if it is not
enacted the day will come when some company and
its poticyholders will Tament the fact that a check was
ot provided. It i~ a business rather than a technical
insurance question. The facts are these: life insur-
ance policies now heing issued provide for loans and
cash values, and their he Jders can demand such loans
and values at will, in accordance with the teras of
the policies.  Loans generally must be made upon
demand,  The loan that a Jlieyholder may demand
i< measured by the reserve on his policy. 1t 15, in
other words, substantially Tis portion of the funds
of the company. These portions of the separate
policyholders which they may denand make up i the
aggregate alinost the entire bulk of the assets of a
life insurance company, just as the deposits of hold-
ers of savings bank books make up the great bulk of
the assets of a cavings bank.  There is, therefore,
just the same danger of trouble to a life insurance
company from a panic or other cause, which leads
the insured to want to realise on their equity in the
conpany as there is in the case of a savings bank.
In respect to the Tatter, @ tiee of sixty days or some
other period must he given by the depositor hefore
he can withdraw his nwoney if the management of
the bank so elect. 1 this asa wise precaution for
these institutions, and  there i< abundant evidence
that it is, can it be unwise in respect to another class
of financial institutions, v.here a run might be of such
atrength and severity a- o n nder it necessary for the
company to dispose of its bonds at quick sale, and
put upon the market its mortgage loans, all to its
great loss and t the loss i the end, if the strain were
wevere enough, of the insuranee of every policyholder.

To prevent such a catastrol e a law was propo-ed
by the insurance coman ioners which would cause
to be inserted in the policies of life insurance here-
after issued a provision that the directors of a life
insurance company may at their discretion refuse to
make loans or pay cash values for a period of not
exceeding sixty days. This period would probably
cover the duration of a financial panie, or, at any
rate, of the real strain of such a panic, and in cvent
of continuing trouble would afford an opportunity
for the company to male arrangements to meet the
Jemands.  There sce ved to the commissioners to be
legislation den anded by a corsideration of the great
interests at stake, the lack of reason shown when @
panic oceurs, and by the precedent established by the
laws relating to similar in itutions,

CANADIAN PRACTICE ON THIS PoINeT.

The Canadian practee in regard to loans on life
policies is on the lines advocated
“etts commissioner. 1y Qeetion 03 (subsection g ©
the Insurance Act, it is provided that loans on
policies "y, @ the option of the company, be de-
ferred for a period not exceeding three months from
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the time the policyi Mder applies therefor.” Appar
ently, however, there is 1o provision of the kind
the case of surrenders, (he statement of the Com-
missioner is interestng @ howing the opimion of the
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THE LONDON GUARANTEE AND ACCIDENT
COMPANY, LIMITED.
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