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To the life assurance

companies  contributed, while to the annuity

tormer  vears, sechon

on there were forty-two contributors: including

oo American offices, which sent in their returns
i Lusimess transacted only in the United King
—

THE FUTURE RATE OF INTEREST PROBLEM.

e question raised and briefly discussed at the
New York, as to
will be the future rate of interest, demands

recent Congress of - Actuaries, '
Wl
for s answer the exercise of a faculty of foresight
not possessed by man. 1, however, the guestion
i« put in this form, What are the probabilities of a
contmmance of the present rate, or, an advance, or,
a decline i the future rate of interest, there is a
problem stated, which, though highly  complicated,
opens ont a legitimate field of enquiry and discus
sion, One <lim('ll|l) which lies at the very thres
fiold of this investigation, is this, \What is meant hy

the iture rate of interest?  No rate is so generally

prevalent throughout  the world’s  money markets
as to be recognized as “the” rate, nor s the
rate at any monetary centre so - steadily: continnons

to be the standard ceven of that section. The
curves ol variation in o interest rates are very far

irom  having  been  parallel;
they have crossed each other at an acute angle.  So
rates been at different
and so dissimilar in amount and in their respective
times of continuance, that, in looking at the records
of a long term of years it is a dithicult, if not an
hopeless task, to trace a movement which was in
Another difhi

culty m attaching a general sense to the term “rate

occasionally, indeed,

varied have interest points

disputably general in its character,

ob nterest™ is the question as to what locahity s
referred to, for, as we propose to show, the extreme
of high and low may be prevailing at the same time
- ditferent finaneial centres, )

Before  presenting  evidenees  of - these  baftling
the
changes which have come over the monetary world
morecent vears,

varations we would draw  attention to great
As the result of modern means of
taprd communication between nations by which all
conditions affecting  the price  of and s
transference become known almost simultancounsly,

there is developing a degree of solidarity in the

money

world’s money markets which, in a monet ryv sense,

the development  of  modern
As this goes on there will be a more pro
nounced tendency to equalize the price of money
thronghout  the world  than has
Intherto experienced, for streams of money, in one
form or other, will flow more freely to and fro in
response  to and supply. By the

most important

financial been

demand term

money™ in this article is meant only such money
as 15 available for loans and investments, what 1s
commonly called “cash,” as well as eredit instrn
The distinction between money and capital,

ments,
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and their several phases of identity will be disenssed
in a later issue,

How the rates for money, its market prices, have
differed at various financial centres in the past is
shown by the following tables which we have com-
piled from data in Mr. Palgrave's masterly statis-
tical work, “Bank Rate and The Money Market™

Cuavces or Rave oy Excrasp, Fraxce axp Germasy,
Buuk of Englan Bank of Fra

e, Hauk of Germany

Year, No.of Changes No. ot Cha No. ol Changes
1890, . I Noue 3
1891.. 10 None 4
1898 000 ceonroee Rl 1 2
1893 060 000000 12 None 3
1894000 00000000 2 None 2
1890 00000 coseee None 1 I
IR9G ,0000s o.000ee 4 None 3
1887 iosene 6 None h
18980004 v 6 | 6
1899, 00000000000 6 2 i
1100, veee 6 4 3
Changes 66 Char 9 Changes 39

‘

Bk of England, Bk, of France, Bk of Germany,

Year, Kute of discount, *itate of discount whate
¢ $
1847 o0a B T40 poc. 1847..00 41920 p.c. 43-4p e
I867.... 6 13-20 * I867.600 6 320 G "
1866000 6 1920 ¢ 1866.... 3 710 ¢ Hrow
IST8...0 3 48 ¢ I878.... 2 1.6 ¢ L NTOROR
18%0.... 4 1.3 1%90 4 L ltod v

*In each case the money rate has heen converted from £ 3. d
into whole nwmbers and fractions.,

The Bank of France has the steadiest record of
changes in the rate of interest.  As compared with
the Bank of England the conaparison stands thus,
from 1834 and 1900, 57 vears, the Bank of Franee
changed its rate 111 of about
twice vearly, while, in the same period, the Bank of
England made 4oo changes, an average of over 7
The ]u'l‘ilnl cach rate continued in

times, an average

times  vearly,
force in the Bank of France and Bank of Germany
from 1844 to 1900 was as follows:

Bk, of Franee, Bk, of Germany,

No of duys, liate Ao ol duys Hate,
5,067 3 1,077 4
4,516 Rl 3648 b
2,679 2} 2,640 3
200l 5 1,479 4}
2,027 2 T30 6
1,4}6 KP) 410 54
1,170 6 2% 7

353 44 178 8l)
256 7 63 ]
120 Hk 50 64
11 8 4 L)
21 1 3 N
16 9 vess
8 6
Total 20,670 20,570

It will be found very interesting to compare the
above with the record of the Bank of England for
the same period, 1844 to 1900, the rates for each




