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THIE ABNORMAL STATE 0F PIRE JJVSURAYCE.

NEiTiHER in the United States for Canada is the business of tire insurance
ini a healthy state. The statement, startling as it is, is made on respectable
authority that, Ilfrom the oroeanization of the flrst fire insurance company
On this continent to the present time, more money lias been paid out for
losses and management, by American fire insurance companies, than they
have received from tire premiums." Besides the hundred comnpanies that
were ruined by the Chicago and Boston fires, three hundred others have,
'within fourteen years, retired from business, with a capital of over
$100,000,o000. Whatever relief these withdrawals might have been
expected to give, the pressure of competition hias kept down premniums
below.a paying point. The premniums would be highi enough if the ex-
Penses of management, including commissions, were less. Enormous rates
are often paid for commissions. Insurers not unfrequently allow them-
selves to be bribed by their own money, thinking it a superlative stroke
Of Policy to share the commission with the agent. If insurers once came
to realize that these commissions are pure waste, the penalty of that
flertness which awaits the solicitation of the agent instead of personally
Inaking the application, as a matter of course, wlienever an insurance
eequires to be eflected, it is very probable that they would apply the
remedy. But the one great fact to be kept in view is that insurance
is sold foi less than it costs. The companies have no one to blame
but themselves. It is useless to dwell upon the carelessness of per-
8OUS whose property is insured. The moral hazard is or ought to be a
knoown quantity ; and full allowance for the whole cost to the conîpanies
Should be made in striking the rate of insurance. The ratio of losses to
Prenmiums is not likely to decrease ; under the saine conditions it may
be expected to rernain the saine. But fluctuations take place, front time
to time, in the relative amounts, and even the moral hazard will be found
tO have its sliding scale. When trade is slack, an increase of fires is
fliorally certain to take place. To the middle of August this year, the
losises from fire in the United States were $62,500,000, or about
'81,000J,000 more than for the corresponding period of last year.
PXteîmsive conflagrations, which sweep away iilions of dollars worth of
Property at a stroke, too often render of no avail the ordiinary calcula-
tion on which the profits of insurance for any given year are based :

thYiply a risk which no single yea*'s insurance is lîkely to cover, but they
Present no difflculty whcn a series of years sufficient to formi a grand
average is brought under view.

During the last flfteen years, the fire premiums received in Canada
anlIOUnted to the sum of $48,967,296, and the losses to $38,031,307,
or, 77-67 of the preiniums. The difference does not leave enough
tG pay expenses. Last year the average expenses of the B3ritish
'Orapanjes were $23.48, and the average amount lef t to pay expenses
With for the fifteen years was only $22.23. The ratio of losses
to premiums feil with greatest weight on the British companies, being,
79,14 per cent. The Canadian companies were the next greatest sufferers,
the ratio paid bp thpm being 75-82 ; the American companies getting off
With a percentage of 74-96. A single fire, that of St. John, 1877, had
Very mnarked effect on the aggregate loss-rate during leeyar.I h
leSiult of that disastrous fire were elimwinated, the average loss-rate would
be brought down to 65-35. Last year it was less than this, 63-14, and
th" year before 63-01. Without the fire of St. John, the business would
have been profitable ; with it there hias, on the whole flfteen years' busi-
ties, been a loss. The British companies have flot hesitated largely to
':'tend a business which, during the last fifteen years, must on the whole
have been unprofitable. Last year, their risks reached $380,613,572,
being an increase of $41,093,518 ; the Americans increased theirs by
$6,947,951, making the total $41,720,296; in the Canadian there was a
dlecrease of $2,633,906, bringing the aggregate down to $149,930,173.

0fthe total amount of risks, $572,264,041, the British companies are
ecarrying sorte two-thirds. Upon the whole business of Canadian insur-
asieO îast year there was a net profit of $439,799, equal to $13.83 on
elvery $100 of premiums received. But not all the companies were equally
1017t1inate; four of them lost money. The expenses varied from $1 9.83
Per $100 premiums to $46.32 ; and the oompany whose ratio of expenses
Y?84 lowest was one of the four that had a balance on the wrong side.

A single year in which insurance leaves a profit cannot safely be taken
aR a basis on which to found a new company. If the British companies
tlOing business in Canada made a profit last year, they lost in the nine
Yea ending with 1883 no îess than $ 1,373,424. The St. John fire, which
teo8t these cQmpanies a loss of nearly five millions of dollars, is responsible
fol Several times the amount of this nine years' loss. The American comn-

1)neduring tesieperiod, made asmall profit of $115,027. The

Canadian business of the Canadian companies does not admit of a similar
comparison being made ; since, in their expenses, they include outside and
marine, as well the home fire operations. Taking thse whole business of
the mixed Canadian companies, and including one purely marine company,
Mr. Cherriman reports that, Ilfor every $100 of income there hias been
spent $105.03 ; " divided between losses ($72.32), for general expenses
($29.22), and (lividends ($3.49). But when the coluparison is made
between premiums received and payments under the heads mentioned, the
case is stili worse. For every $100 of premiums received, there was paid
for losses, $76.923 ; for expenses, $30.80 ; and in dividends, $3.67. The
superintendent of insurance expresses a vague hope that the unfavourable
record of the last three years may sonbe reversed, but hie does not give
any reason for expecting such a change. An individual company may
have made a profit ; but the aggregate experience of the Canadian com-
parues was disastrous. And as there were no great tires to accounit for
the untoward result, there must be soniething wrong in thc organization el
management, or both. At the end of the year 1882, there was, in the
Canadian tire companies, an impairment of capital to the amount of $385,-
397 ; in 1883, when the name of one company had disappeared from the
Iist, the loss of the active companies was $201,700, of whicli $1 10,400 went
in dividends declared on the previous year's business. The nearest approxi-
mnation tîsat the superintendent can make to tise ratio of loss to premiums
suffered respectively by companies of different nationalities is : Canadian,
$71.17 ; British, $65.94 ; Amierican, $52.05. The Canadian companies,
which fared worst, ohtained on the whole the highest rates of premniums,
which. ineans that they assumed the heaviest risks ; and this unpleasant fact
stands promninently out in the officiai return, that while the whole business
of fire insurance in Canada was fairly profitable last year, the Canadian
companies, as a whole, were losers. And the saine ill luck, if ill luck it be,
lias attended themn for three successive years. But the result is too uni-
forni to be set down to ill Iuck, and it is clear, as already stated, that the
blamne miust be laid on defects in organization or management, or both.

The first thing, for the shareholders to do is to find out the causes of the
ill success of Canadian fire insurance companies. One fact which May help
to explain the untoward result is patent : fire insurance is not a business
which can bc successfully handled by amateurs without a regular training
for their work : a fact, tise disregard of which is probably responsible for
much of the losses that have been suffered. Taking aggregate results into
accounit, there eau be no such thing as luck in insurance ; if there is not
certainty, there is nothing. A great fire, like that of Chicago or Boston,
affects the average results of many years; but, being hiable to happen, it
must be assumed to corne within the estimate of aggregate losses. It is
an extraordinary incident, and its occurrence acts ass a great classifier of
insurance companies : by destroying the weak companies, it gives fatal
proof that the security they offered was illusive and unreal. But the
evidence cornes too late to be of use to insurers. It is probable, however,
that the great body of insurers stumble on the truth in, one way or another.
If this be so, the best companies will get tIse cream of the business, and
others must take what is left. It is equally important to the buyei's as to
the sellers of insurance that the comipanies should be organized on a Sound
basis, and that their management should be in accord with metlsods that
bring success. If we have anythiag to reformi in tîsese particulars, tise
sooner the work is set about the better. L. C.

POP ULAR ERRORS ABOUT OUR CLIMA TE.

TiiE visit of the British Association will no doubt do mnucli to weaken the
impression general in Britain, that the whole of IlOld " Canada lias an
exceptionally rigorous climate, though that impression will probably con-
tinue to exist until Canadian wines and Canadian canned peaches become
familiar British imports, and take the hold which Canadian f urs now have
on the popular imagination. That, in the early years of the settlensent of
the country, the coatrast between the winters of Canada and those of
Britain should impress the settlers, and through them the people of Britain,
and lead to the opinion that Canada is an exceptionally cold country, was
only natural. The Western States with their severer climate were then
almost unknown, and the age had scarcely begun of tIse special correspond-
ent and of the wide diffusion of geographical knowledge which would have
shown that, compared with the central and eastern parts of the old world,
the winters of Canada are not abnormally cold. The opinion was, how-
ever, s0 universally and strongly impressed on the minds of the public, and
has since maintained itself with such persistency, that it is still enter-
tained, not only by the vast majority of intelligent and even highly edu-
cated Englishmen and. Americans, but by many Canadians. The evil effeets of
this misconception of the relative coldness of Canada are not, by any means,
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