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opment during the last ten years. While prior to that time
it was agreeable to many companies to grant loans upon
request of the policyholder, they did not obligate themselves
to do so in many instances by the inclusion of such a pro-
vision in their contracts. Even when granted, the loans
were made only after the policy had been in force for several
vears, were restricted to a percentage of the reserve or cash
value and were subjéct to a high rate of interest. In fact,
nothing was done by the companies to encourage their policy-
holders to: apply for loans, the marked tendency being to
discourage them. :

Competition worked a revolution in this respect  result-
ing in the inclusion in the contract of the obligation to loan,
the granting in the case of some companies of the privilege
to loan on/demand, the gradual shortening of the time after
the issuance of the contract when lbans can be made and the
reduction of tha interest rate on loans,

Competition accomplishes many wonders in the business
world, buc it does not necessarily follow that all of these
changes . and -wonders are wise and beneficent. When we'
consider that the loan provision of the contracts has reached
its present state of development within quite recent years in
connection w.th the fact that our real genuine panics or long
extended periods of so-called hard times recur in cvcles of)
ahout fifteen years, it will be seen that if the demand loan
practice- is not checked by the more conservative minds in
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the business, there is no exaggeration in the statement that,
the companies will have piled up, by the time the next gen-
uine panic is due ‘to be experienced in this country, hundreds
of millions of obligations subject to call. Therein lies the
danger of the practice which the National Convention. of
Insurance Commissioners saw fit to condemn.

Companies Function to Pay Death Losses.

In considering this question it should be constantly borne ; ?
in mind that the real office or function of a life insurance
company is to pay death losses. Anything else, whether it
be a provision whereby the policyholder may surrender his
pol.cy for cash, or raise money by pledging it as security
in time of stress or when the needs of his family or those
for whose protection .the contract was originally entered into
have ceased to exist, or even to provide for himself means
of support in his-old age, are purely incidental. This being !
the case. the aim of the management should, at every stage
of ‘the proceedings, be to hold inviolate the real object of
the contract and to permit no incidental consideration, how-
ever legitimate, fo endanger in the slightest degree the cer-
tain accomplishment of that object.

_ From the very beginning of life insurance and especially
since the States commenced to legislate on the subject of
investments of life insurance companies a third of a century
or more ago, stable securities or assets have been steadfastly
and very properly preferred to so-called liquid assets quickly
convertible into cash. The reason for this is obvious. The
former class of securities involves less probability of loss
and commands a more satisfactory rate of interest—two con-
siderations of v'tal importance. The investments of life in-
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brence is made is as follows :—
dgment of the National Con-
vention of Insurance Ce oners, the practice of life in-
surance companies obligj ¢ themselves under contract to
make loans to any polidyholdér on demand is ‘unwise, un-
businesslike and dangerpus.” ||

The offering of that| resqﬂnion was not the result of a
sudden impulse. My aftentigy was first directly challenged
to this subject a little mpre fhan a vear ago. The proposi-
nt me and I investigated it as
carefully and and- opportunity would
perm.t. The more 1 {lboked! into the question, the more
thoroughly ww}; I convinced [ghat life insurance companies
could no more safely pfqvide| for granting loans on demand
than could the savings banks af the.country provide unquali«
fiedly for the payment théirideposits on demand. To my
mind these two important clagses of financial institutions are
on preé&sely the same ting {so far as this phase ‘of their
business is concerned. o ope, I think, doubts the wisdom
of savings banks havingl a sp¥ing clause with reference to
deposits and 1 can conceive of no valid reason why every lifé
insurance company shou ‘fias‘ a. sound business principle
safeguard its funds and ties from.shrinkage at time of
_SIreSs - ‘ : :' :
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Standard Policy. for DtH‘MLOIM. : rate  of |interest - consistefit “with safety if _.the
I am aware of the|fact that when our friends in New real object and purpose of life insurance

is to be accomplished yin the highest degree. This object
cannot be attained if the contract is to include provisinns
which necessitate the investment of funds in negotiable assets
quickly convertible into cash or the carrving in banks at a
verv low rate of interest of heavy reserves or balances in
order tht the companies may be in position to meet the de-
mands of their policvholders without .notice :

Insurance. Company Not a Bank,

~ To my mind, this whold question turns on what one con-

ceiwves to be the true function of a life insurance company. I

believe this o be, as previously stated, the payment of death

'osses and not the Transaction of a h;lnking i)uslness. The

Yl tter may, to_some extent, be a legitimate incident of the

busine-s, buc it should never be permitted either to supplant

or jeopardize | the accomplishment of the real purpose.

, - In a recent official publication, Commissioner Hardison,

of Massachusdtts, whose abil'ty and foresight insurancewise

are unquestionied, wastconstrained to remark :—

. .H life inurance companies place any large proportion .
'»\}if;]l]l'l]i?r ;;f‘l;:’:'\l ;";]})«J.v..(’ to the df:m.'lnd Of th(‘ir ]’)O]i(‘\'hnld_t‘r\
e il tice. they are venturing closely upon a banking

siness, which long experience has proved cannot be safely

| conducted without cash reserves proportioned to the amount'< %
subjeet to w'thdrawal on demand.”

York sought to enact’model laws a few years ago, for the
conduct of the business| pf lifd insurance, they: incorperated
therein a form of standargd po which provided for demand
loans. .We know, too, thiat when wiser and calmer counsels
prevailed this particulag nnc‘ ent was repealed, and there
was enzcted  in its stead, allaw embodying standard pro-
visions, oné of which permifg life insurance companies to
tak~ six months’ time i inrcc‘p;:lr_\'. for the consummation of

- loans and the payment df{casH surrender values:

; "Thosé who doubt thd kn&do’yn of the action of the National
Convention of Insurandd CUompmissioners in adopting the
résolution already quotegd, shguld not lose sight of the fact
that the investments of life inftirance companies are properly
and necessarilv made With al v®w to securing the highest
rite of interest consistanit With safetyv. Thic being the ad
m'fn-(l f;th~ these comp@niés fshould not desire nor be per-
mitted to pile up possibly| hanfireds of millions of obligation<
subject tq call. 1 sav hupdreds of millmns of obligations for
the reason that. the. loan jprov gion- of the policy contracts is
of comparatively recent ppiging and -already these obligations
total 2 surprisingly lnr'zr figure.

With the practice ptaeticallv in its infancy some of the
compahies felt the stregd of the demand made upon them
three years ago when the cointry was experiencing what
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