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1 rt A NS ON I IFF INSURANCE POLICIES. ' opment during the last ten years. While prior to that time
LOAINS VIN Lire liipun it was agreeable to many companies to grant loans upon

"IT* . request of the policyholder, they did not obligate themselves
Companies do not Encourage Loans—Function is to to d0 so ;n many instances by the imlusitin of such a pro- .

n *v 41_ i v4a a-.e jm Rank Infer- vision in their contracts. Even when granted, the loansPay Heath Loss, Not tf Act as a Bank-Inter only after the policy had been in force for several
esting Remarks by Mr,!James V. Barry, Com* years, were restricted to a percentage of the reserve or cash

missioner of Insurance, Michigan. value and were subject to a high rate of interest. In fact,
nothing was done by the companies to encourage thetr policy- 
holder* to apply for loans, the marked tendency being to - 
discourage them.

Competition worked a revolution in this respect result- 
in the inclusion in the contract of the obligation to loan,

i

. i

That many people ih Cditada this year have borrowed 
money on their life ins j ranci policies in order to purchase 
automobiles or to invest in red estate, is a statement made
by a well known Montre;! .n! trance man. t])(. granting in the case of some companies of the privilege

Mr. James V. Barry, C| mmissioner of Insurance, for |f> |oan on demand, the gradual shortening of the time after 
the State of Michigan, jvho ! as been a frequent visitor to lhf, jssuanCP nf the contract when lhans can be made and the 
Toronto, and who, last y ear. ! feliverted addresses to the Life reduction of tho interest rate on loans.
Underwriters’ Associatu 11 of j "ororito, and the Montreal In- Competition accomplisse- many wonders in the business 
su ranee Institute, in his innu 1 report comments on demand wor|d bU[ jt does not necessarily follow that all of these 
loans in life insurance iontr|Cts% 1 changes and - wonders are w ise and beneficent. When we'

A feature of some ife flisurance contracts, says Mr. consid, r that the loan provi-ion of the contracts has reached 
Barry wh ch has been cf mifch mon- than passing,interest present state of development within quite recent years in 
to me’ during the past |>ar # more is that w hich provides connection with the fact that our real genuine panics or long 
that the policvholders sjiall, liftei1 the policy has been in extended periods of so-called hartj times recur in cvcles of 
forçc for a specified per <<f. be entitled to a loan on demand. a|jOUt fifteen years, it will be seed that if the demand loan 
Inasmuch as the insuiance Journals of the country have practice'is not checked by the more conservative minds in 
variously commented or tie Jfrticn of the National Conven- the business, there is no exaggeration in the statement that, 
tion of Insurance Comjr is-icBers ;n unanimously adopting the companies will have piled up, by the time the next gen- 
at its annual meeting in :olo||do Springs, a resolution bear- ume panic i< dite to be experienced m this country, hundreds 

.Ling upon this subject art .Intiinuced bv me, I shall no doubt nf millions of obligations subject to call. Therein lies the 
be pardoned if I con*id< the 'flatter at this time.

<

danger of the practice which the National Convention of 
Insurance Commissioners saw- fit 'to condemn.lion of Insurance.Resolution of National Con

. -Resoited1 Th« ?n fhelfdgmrnT “the^NaU^Com In considering this question it should be constantly borne 
venrion of Insurance Ct tamisjoners, the practice of life in- m mind that the real office or function of a life insurance

- surface companies obit,f itinJf themselves under contract to company ts to pay death losses. Anyth,ng else, whether ,t
make loans to any pol dyhofcr on demand is unwise, un- be a provision whereby the policyholder may surrender his
m ine a s y r w w pol cy for cash, or raise money bv pledging it as security ;
bustnessl.ke andd g on was not the result of a m time of Stress or when the needs of his family or those
sudden impulse My a, tfeitil. was first directly challenged for whose protect,on the contract was originally entered into 
to this subject a little 11U I an a year ago. The proposi- have ceased to exist, or even to provide for himself means 
fon was of much interest ,0 me and I investigated it as »f support in his old age, are purely me,dental. Thts bemg

carefully and thoroughly as time and opportunity would -he case, the atm of the management should, at every stage
I perm t The,mote 1 looked1 into the quest,on, the more »f the proceedings, be to hold inviolate the real object of 

thoroughly wU I conv Jc«d : hat life insurance companies the contract and to petm.t no me,dental cons,deration how- » 
could no more safely pn[vide or granting loins on demand ever legitimate ,0 endanger in the slightest degree the cer- ; 
than could the savings Upksiqf the,country provide unquab- tain accomplishment of that object.
fiedlv for the payment <fhhei|r deposits on demand. To my . From the very beginning of ltfc insurance and especially V 
mind these two important daS< ts of financial institutions are sln<* the States commenced to legislate on the subject of 

Un preAselv the same itjotinl so far as this phase of their investments of life insurance companies a third of a century 
business is" concerned. Ho oL. I think, doubts the w isdom , °r more ago. stable securtttes or assets have been steadfast y 
of savings banks having a sMihg clause with reference to and very properly preferred to so-called liquid assets quickly
deposits"and I can conn ive oftir, valid reason why every life convertible into cash. The reason for this ,s obvious. The

<1 noiias a sound business principle former class of securities involves less probability of loss 
'lecuritie- from,shrinkage at time of commands a more satisfactory rate of interest—two con- 

11 S sidérations of v tal importance. The investments of life in­
surance companies | should coirfmand the highest
rate of interest consistent ' with safety if the

act liât when our friends in New r,<al , °Mrt ,.-‘nd purpose of life insurance 
.del S#ws a few years ago, for the ,s ,n be accomplished fin the highest degree. This object 
if life insurance, they incorporated ca'!n"t br •1Vn,n,‘d if ,h<* romrart « to include provisions 

therein a form of standard polity which provided-for demand whirh necessitate the investment of funds in negotiable assets
, loans. We know, too. At wten wiser and calmer counseLs ^ k v Tonv<*rtible into cash or the carrying in banks at a

pre vailed this particular * pnncïÿirnt was repealed, and there Xvr} 'v riJfl interest of heavy reserves or balances in 
was cni-cted in its stem!, a law embodying standard pro- nr( pr ,b f lb,‘. '.omnanies may be in position to meet the de-

: vi-ion-. one of Which > ;jrrfrijj| life insurance companies to n'nn< ' " *T,r noltcynolders w ithout notice
tak A six months’ time, i necessary, for the consummation of Insurance Company Not a Bank.
loans and the payment rjfjtariijsurrender values- To my mind, this whold question turns on what one con-

. Thn.s<' wb" doubt th« Wifd^jn of the action of the National ceives to be the true function of a life insurance company. I 
Convention of Insurantd remiss,oners in adopting the believe ,h=»> be. as previously stated, the payment of death
resolution already quoted, «Meld not lose sight of the fart los-es and m the Transaction'of a banking business. The
tb*t th- investments of 1, ejn hrance companies are properly later, may. to some extent, be a legitimate incident of the
r?t «fTn7ere V !'ï£ h sTf Z T"? S*1"? bus,ines. b«< i* should nev, r be permitted either ,0 supplant
rate of ntere-t consi t. nt tj. h safety. Thi* being the ad 0r jeopardiz • the accomplishment of the real purpose.
mi rdfôsni! mr„ofs°sTbl Vnnrfids^^d not des,re nor be per- in a rerCe, official publication. Commissioner Hardison,

’ the reason .that, the loan jprov sion.of the policy contracts is :^uialrl d remark, -

,””d’ sr tr » •i r;,
Three year* ago «hen t ie H jmtry was experiencing what subject ,0 w tïx|rawa! on d™dP,r,0p0r,,0ned to the am0UntS
rtme .people are pleased ,0 teriii a r.i,her insignificant money 'And thi* rtotwitb./lnv # . . „ .

P9nir of comparât ve'v' ■ hort duration, These companies setts law snorificl, * th1P fact ,.tbat ,br Massachu-
"•fre obliged to sacrifié» sdirkj of ,hei|r gilt-edge securities entitled To iSwitbi-T^Tt' ^ <f,,,c^.W<‘rs *ba11,> 
at a time when the scare r y of money forced the selling price -h- ref or rX hm ,b'r,v daVs after making application' ' ’nd r ™'t-w2 .’n, iLt:;. b$hrb»s,romi,"’i" " n

this subject shows -that the t„, must not be assumed that the presence of a protective
r >n trajets has* had°its the com-

- 1 N?ir l'° time in case an emergency exists.

Companies Function to Pay Death Losses.
■ <
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insurance company shot!I 
safeguard its funds and
stress -

Standard Policy for Del, and Loans.
I am aware of the 

York sought to enact >m 
conduct of the busmess
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