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The theory in question contradicts the ﬁ"
principle of life-insurance, which is founded up-
on the consideration of Iarge numbers of cases
under the law of average, The company which
has thousands of claims fo pay during n gener-
ation to come, knows approximately how much
it will have to pay cach successive year; and

can therefore compute -the amount of funds it
must hold at any time, or the necessary reserve,
to meet its whole linbilities. - But the moment
‘one of these liabilities is singled out of the
mass, and separately considered, the problem of
‘reserve loges its weaning ; it is utterly indeter-
minate.* The aggrégate reserve is computed
on the supposition that all mewbers who have
entered will remain until death, and will pay
the full price of their insurance, most of which
, is still due from them in theirannunl premiums:
If it is optional with each of them to withdraw
at any iime, this option is sure to be exercised
in their own interests, not in those of the com-
“pany. ‘Some of the insured are continually be-
‘coming impaired in health, and’ learning that
the contract they havd made is largely profit-
able; that their insurance is likely to become
‘payable while ns yet very few premiums have
been: paid on it. These will not withdraw.
There-are others whose health remains vigors
ous, or.improves; who are likely to live far be-
yond the period on which the price of their in-~
surance was estimated ;. aud to these the com-
pany must look to make good its los:es on the
earlicr deaths. - These “are nuder .a constant
“teniptittion to withdraw, and it is nmong these,
as o rule,  that ihe withdrawing members are
“found. Butif the healthy . lives absndon ihe
. company, and- stop’ their payments, while the,
- impaired:lives remain, nothing is more certain
than that the morhlity ‘of the:company will
500n incrense beyond jts estimates, The amount
.-of this increase cannot be foreseen ; it depends
: upon mﬂueuces which are wholly. beyond the
control of the’ manigement or {he scope of the
theory.’ Thus in & period of gcneml financial
dcprcssmu, when the dlSpOSlhon to ecouom)

* ¢ Under the law of avernge, mcnry recognizes n
certain amount of this” the aggregate 1abular re-
serve, ‘‘as corresponding to cach policy. 3 but in
practice, and in' a business point of view, there js and
can be ne such thing asn-reserve fora particular
policy.”: To this remark, made in a recent ephe-
meral pamphlet, Mr. Elizur Wright eXcepts and
saysi: - What puzzles ‘me is, how this aggregate
can be found, if. there are no ]mrhcn]nr reserves or
Jiabilities. - Can Mr. Lewis find an ‘aggregate Ly the
summation of any number. of zeros or unknown
. ;ummhei"" "Fhis question - has bean widely -pub-

~ . Tighed s o reductio ad: ‘absurdum- of my assertion..
Were it proposed by a less authority, the proper

. answer would be to vefer: to the' first chiapter of - an
-elementary work on probabilities. But lest any one’,
should imagine that \lr. Wright is serious in his obe

© thus'defent the purpose of tlie insurance.
- absurdity is as real aud essential

‘joet ion it is proper to, tcmmk that the axiom or
: flmdnmcnml principle of the science of probabilitios
< is, that indefivite and unknown ]lerli(,lllulb form de-
flutenml knm\'n aggregates; that the method.of the
ciulce ig'to deal with these nggregates, without as-
suming or inferring anything in respect to the mrll-‘
. cularsy and that without this axiom and this method
thcre cou'm e 1o mblcs of mormmy, nnd no such

“interest in the policy.

- Tellow of the Institute of Aetu

and the necessity forit are strong and univerzals
the Japses of life policics are multiplied.  When,
through bud management or slander, the credit
of an institution ‘is weakened, every. policy-
holder is eager to leave. it, unless his health is
such that he cannot be insured clsewhere.
In extreme cases like, this;the 1ate of moria-
lity among the chcctud lives” of an in-
SHTANEE compuany has somebines  been  liter-
ally multiplied in- a very short time. | The
efieet of Japses at the ordinary rate upon the
vitality of conipanics in good eredit has - been
cearefully investigated 1y Mr. George King, of
London, in an essay recently read hefore the
Institute of Actuarvies.* - He shows. that even
in the Brivish compaies, where discontinu-
ances are less freguent than with us, they affect
the vitality most. sericusly ; so that, although
“hie lives al starting area very sclect class,!
they “ not only lose this advantage, bt degen-
crate till they are, on the average, worse than
the general population. . Did the’ public under-
stand the circumslances,” he adds,  they would
cense to look upen liberal surrender values as
an unmixed ‘good. The loss fulls in the end
onr the provideut mewmbhers of the community ;
for those whoi keep up their policies must pay

for the damage done by those who surrender

theirs.”  Mr. King's very moderate conclusion
is much mwore than borne out by the impressive
fucts he has colleeted. Were o similar analy-
sis made of the experience of certain American
‘companies, in which the number nund cfleet of
discontinuances have been vastly incrensed by
panic and distrust, the results would dertainly
be far more alarming. Yet itis searcely neces-
sary 1o add, that 1o company is safe unless it
is rendy to meet an extreme case.  The prin-
ciples of its conduct ‘are not.correct, unless. its
bold upon all its members is such that if cvery
oné of them who arc healthy and long-lived
sliould abandon it, hey: will leave . enough
money to take care of all its impaired lives.
TFrom the beginning an éflort was made, in
adjusting the thcory of the business to the
practical systemof ahnual premiums, to pro-
vide the necessary security of the company.
That theory’ contemplates a contract made
once for all, in'view of all the contingencies of
lite, health, and deathyin which.n certain aver-

“age rvisk 'is finally assumed by both parties.

After time has clapsed, and the . contingencies
of health which are involved have been ety

" determined, to leave the Lomplcuon of the con-
: tmct to thc option of cither partly is to destroy
_.the basis of thesystem,

Every one can sce aw
absurd it would be-to lenve to the compiny the
option” of terminating the contract by refund-
ing the premiuing puid, since in_ every case of
severe “illness it could exercise ‘the option, and
The
5 though not
buite so-obvious, in “giving the option to - the
other'party. . Henece the contrnct was nlways
so-drawin, that & meiber, by fuili ing to pay the
annual px'umum when due, shonld lose ali his
'l‘hc enlire: insurance
wis ‘morignged to Lhe (.Olllll.lll) as sccunq for

* ¢ Quthe \lmhlli!y nmougs( A«m‘ul IA\Q " By
George Xing, of the Alliance  In
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“the unpaid part of the price:
ever, while it guve less than a proper. and

This plan, how-

necessary protection to the insuver during the
early years of the'policy, becumne gross injustice
when applied to insurance of long standing.
When property whicli is transferable, and has
value determinable in. the open market, is sub-
jected to :t mortgage, the owner who is muable

“to redeem it can atleast, i that value is dargos

Iy in excess of his debt, compel a sule, the pro
duce of which; after paying the debt, shull be
his own. But the insurance on a particular life
las no open market; and when it is mortgaged
to the company for an ananity on. the sume
Jife, it enn not ordinarly be sold- at any price,
except to the wortgagee.. Tn such cases the
compaiy is o monopoly purchaser, and can’ [i

its own price, or even enforee an absolute for-
feiture, however valuable the policy, - Thus the
customury rule, that a policy-holder may stop
payment of annual’ premiums at’ any - time, hat
must lose his insnrance by doing so is grossly
inequitable. - It “imposes - precisely the smne
penalty in all eases, without regard to the value
of the policy. For example: Let there bo two

policies in the same compruy for ten thonsand
dollars each in: which the same annual pi-c-
mium -of $198 90 is due to-day, ecach. having
been issued on the life of aman aged tweniy-
five, the one five years ngo, the other thivty-
five years ago.. Ench policy mortgiages the
whole insurance to the compnny to sccure the
anbuity of $193.90: bug th2 one policy-holder
is thirty years of age;. his annuity is worth by
tables 53,638, while the insurance of ten thous-
and dolLu oii his life'is worth to the compxm\’
I)y the same tables, only $2,965. : The su,uuty
is thercefore ‘inndequate ; and if 'such: ‘men as
these stop payment nnd their policies lapse,
the company is netually-a: Joser to the” avernge
amount of $673. - ‘Bat the other policy holder
is now 'sixty yéars of age; ihe value to the
company of the anunuity on his'life is-only
32118, while the value of his. insurance, mort-
eaged to it, is $5,005.. If such policies as these
lapse, - therefore, the company ' makes a clear

average profit of $3,787, for which it mudelb ne
equivalent,

— M BAL S y hasnot been in aur ow-
ploy since the't1th inst.

~— Referring to refined pctrolcum oil on the
London warket, Messrs.. 8. C. Joyie. & Co,,
under dite ofthe 2nd inst., remark that the
market bas taken an-upward movement, about
cqual to d spot, and 44 for Jast four month
delivery, the American gnuotdions having, buth
for crude ‘and: refined, steadily’ risen, affecting
relatively - Continental: and  heme prices until
spot’ oil reached 114d; and Iast four 15 03d.
bumc unceriainty and: excitement, in” Awmerice
seems to have ncsulted in o slight' full, not
materially. altering prices here, for little has
heen done, no duubt, atlribaialie; in:nogreat
measure, 1o the! general - unbelief in’ the rise
carly “in the week. “The market closes firm—
Spot; 1A to. 114d ;. Septewmber-Decembier, s,
(,'mudmn oil is still hcld off the inarket.

— The appenlof uu,llou. Altorney- (‘enen\l
.;\ngcrs, on - behilf of thé, Provineinl ‘Govern-
ment, from. the _]ll(]"‘nl(.lll oflln, Uou. M. Jus-
tice Tor ‘uucc d\.cl.muﬂ' the insur ance, License




