R o

.

October 1, 1920

Monetary Times

Trade Review and Insurance Chronicle

of @anada

Address: Corner Church and Court Streets, Toronto, Ontario, Canada
Telephone: Main 7404, Branch Exchange connecting all departments.
Cable Address: ‘“Montimes, Toronto.”

Winnipeg Office: 1206 McArthur Building. Telephone Main 3409,
G. W. Goodall, Western Manager.

SUBSCRIPTION RATES

One Year Six Months Three Months Single Copy
$3.00 $1L.75 $1.00 10 Cents

ADVERTISING RATES UPON REQUEST.

The Monetary Times was established in 1867, the year of Confeders-
tion. It absorbed in 1869 The Intercolonial Journal of of
Montreal; in 1870 The Trade Review, of Montreal; and the Toronto
Journal of Commerce.

The Monetary Times does not necessarily endorse the statements and
opinions of its correspondents, nor does it hold itself responsible therefor.

The Monetary Times invites information from its readers to aid in ex-

cluding from its columns fraudulent and objectionable advertisements. Al
information will be treated confidentially.

SUBSCRIBERS PLEASE NOTE:

When changing your mailing instructions, be sure to state fully both
your old and your new address.
All mailed papers are sent direct to Friday evening trains. sub-
s who rec:llvu his paper late will confer a favor by comp to
e circulati epartment.

THE COST OI' FIRE INSURANCE

LAST year the fire insurance companies paid to policy-
holders in Canada slightly over 41 per cent. of the
total premiums collected. Since 1869 the ratio paid back has
averaged a little over 58 per cent. These figures lead from
time to time to an inquiry as to where the remainder of the
premiums go. Only a few days ago the Regina Post, which
is always a ready champion of the cause of the west against
the corporations of the east, published figures showing that
the loss ratio in the west has been lower than in .the east
during the past four years. In a contribution to this week’s
issue of The Monetary Times, “Layman,” writing frt?m many
years of experience in fire insurance in the maritime pro-
vinces, takes the view that the margin between premiums
and loss payments is too large.

There are unquestionably many ways in which fire insur-
ance business does not operate in the public interest. What
business is there, in fact, however useful it may be, which
does not clash in some instances with the public welfare?
It is freely admitted that the payment of agents _bY means
of a commission on premiums encourages over-insurance,
and the writing of risks which are not good risks. Public
investigations into the causes of fires reveal only too often
the complicity of an agent, innocent as such complicity inay

be, in a conspiracy to defraud the fire insurance companies, °

Our correspondent does not suggest a remedy. however, In
his general purview of the fire insurance business, moreover,
he overlooks the fact that any kind of insurance, supposing
all dishonesty removed, is one in which the careful and
the fortunate, by prolonging their life and by guarding their
health and property, pay for the mistakes and the misfor-
tunes of the rest. This is a part of the contract which is
fundamental.

The case is not one against the fire insurance com-
panies, but rather against the circumstances uynpder which
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fire insurance is transacted. If there is any “profiteering” in
the fire insurance business, certainly the sharcholders have
not seen the result. Canadian companies operating under
Dominion license paid their shareholders in 1919 only
$723,886 upon a paid up capital of $12,937,307, or consid-
erably less than 6 per cent. This is a return below the cur-
rent rate of interest in the money market to-day, but is
partly compensated for by the fact that as a result of an
especially favorable year substantial additions to surplus
were made. 1919 was, in fact, one of the best in the his-
tory of Canadian fire insurance, the loss ratio of 41.67 per
cent. being the lowest in fifty years, with the single exception
of 1902, when it was 89.26. A ratio exceeding 60 per cent.
and even 70 per cent. was common until about 1908, and the
average of 5819 for the whole fifty-one years since 1869
has been the result of lower figures since 1908. It is to the
wide margin between, comprising the expenses of doing busi-
ness, that attention must be directed. A considerable part
of this goes to the agents, the rest to office expenses, cost
of inspections, taxes, ete.

It is the duty of fire insurance companies, working in
co-operation with the governments, to endeavor to narrow
this margin, and pass the benefit on to the public by lower-
ing rates. Some effective work is already being done by the
governments in reducing the fire losses ther.nselves, and it
is important to remember that the cost of this wqu is box:n
by the companies, and that they have taken an active part in
it. A reduction in overhead expenses may be br?ught. about
by amalgamations, but the amount to be saved in t!us way
cannot be large. The work of inspection and classification
of risks is essential, and it must be born in mind that t}lis
work also helps to remove fire hazards. Serious attention
should be given to the method of securing business through
agents, with a view to eliminating over-insurance. These
and other aspects of the business should have the careful at-
tention of the conference of provincial superintendents, at
which the fire insurances companies will be represented,
which is to be held in Winnipeg next week.



