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CHAPTER I
Piln BATUWS OF LIVE IHOUBALCE

Every vlan of insurance is a method of substitubing cn un-
cerboin large finonclal visk for & small amuual Linencial cost. In
liie insurence the uncerdoin risk is the possible premature death of
the insured o the enguing dlsbress of his family and others vho ove
in some way concerncd with his permanent eorning power or personal
capabilities,

The first and nost cssential festure of cvery ingurance galazsg
of vwhetever kind, is the cooperabtion of large numbers of persons
vwho, in effoct, sgree, to shave the particuler risk asgainst whlch
ingurance is desived,® '

This cosperation is usually obtelned by the solicibations of insurance
agents. The insurance of one iife for o yerr is & gomble on vhethey
vhe insured will live or die before the terminetion of the yenr, bub
for the i:zsu%*ﬁsac@ of many llves of the same ape snd physical con-
dition the percentage of those dying within the year will vary vory
little from yeer to yerr. Bince this eonusl varistion in the death
rote for the group is smoll the speculative clement is oliminated

ond the swell certain finencicl cost cam be yeadily colouleted and

it is called the premlun.

life insuronce has a variety of pergonol uscs bub they all
hinge on & prinavy puvpose whlch ls the protection of the fomily,
Vhile o few wealbhy Ffamilies mey Do adequately provided for by thoedp

cequired esbube the vost middle class and the barc subsistonce

J.B, Haclean; Life Ingurence, (Sth ed., New York ond Londons
teGrav-till Boolk Compeny IHEe, TVI0T, 0. 1.




fopilies wust rely on thelr potenticl estote to meinbaln themselves.
Tife dnsur-nce is in existeonce becouse of the need for the protectlion
of the perasnent carping volue of the breadwinner upon vhom the whole
fomily relies for ibts subsisbence. tiwen It is cousidered that sbout
forty ver cent of those vho attain on sge of twenby=-one yeers do not
gurvive to the normnl rebivenont ape of  sixty-five yeows the velue of
the probection of the bresdwimerts potentisd esbobe bocomes very ime-
porbant, |

Life insurance hag nmeny busincss uses ng well op personal
uges but they will not be comsidered in dotall here. I oy be noted
that pension plens end cmployee dnsura nce gehiomes of megy commerclal
end dndustrial orgeniwstions have proved to be an attrocitive in-
cucement to lolour Lo remaln with the some emnloyer. L;fe ingur nee
thus helps to eliminote the loss occasloned by o high leobour turne
over,

Ag ving previously stated bhe 1lifo inmsurence principle cen

-

only onerate when a larpge nuwber of people coopersic to share an Ube
cerbadn riskes Of course ir o1l the pacticipanbs sre to poy the sone
premian then the rigk pust De ddentical In ecch cege. Othemiiue
tiewe must Le sonc adjustuent in the cost to the verious types of
partledpiniss Accordingly life insurconce companics vill chorge a

%

premium which will ppovoxinate the proboble cost of insurince zor

£y

that type of risk ¢u dn'icobed by post cxperience,
facre are o fundamentsl methods of determin Ing the vrens
lumg to be chorged, Tucse mebaods Cifer in o neancy Wvich is of

very giest biportance to the individuel purchascr of life insurance
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end consequently of W:ry. great dmportence to the life insurancs coile
ponles and their sctivities.

Assume thot o lorge number of people representing bhe sone
risk apply for insuronce for one yeor. Dach one pays o promiun and
dupdng the yeor death elalms ave pald agoinst those vho died, Iow
supnoge the survivors apply epein for insurence of the some type.
They ave one yeoy older and the premiuvm in cach gose will be ine
greased in accordonce with the diffcrential desth rate ‘_as shown on
a mortality ckperience table, The derth rate for the group hos
risen in the second year since the participants arc a2 year older and
henee the risk has increcsed ond brought with it an increase in cogtl,
Tade plan 18 colled “yearly renewable tern insurance® and whilc it 1s

uitable for reinsursnce 1t hes marked dlsadventescs fox the lne
dividual policy holder.

Lyery year the insuvenes is 2 new transaction and over a
nerdod of years there would Le a pumber of ammuol transactions. Yhe
nrentiung pald in eny one year would be the sharve 1:1 the deoth olains
in that sartlevlar yoor sccording to each person's oge. The cost of
thils olon 1s low ab the younger age level Lub as age incrcascs the

derth vate (bthe risi) increascs and hence the premium (the cosb) Lo

sores rohibitively high., Older volicyholdevs vho are uwwdlling or

e

unable to pay the ropldly incressing premi-us drop out of the ine

surencee scheno, This plan of insurance is icasible Loy insurance

*

over o limited pexdod of yecvs but it ds not peocticol for permcnent
Inpurences

A nowe alcquate nethod of waying the cost of insursnce hos
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been iisvalg;_sfeég It is called zhe level premiun plen vhereby the dne
sured puye the some sbebted oHrondum throughout the tbernm or the conbroct.
On this bagis the produss o the coylier yeovs of the conbroch will
Le ndgher them those unler the yeorly renewelle boym plan, ond in the

later yeors dhey will be lower, Since the orvenlums under bthe yeorly

vepawnble torn plon revresent the acbual anmusl cosh of insurcnce 1t

~

follows that, under the level oremium olsn, the sremiuvws in the eariier
vears of the contract caneed the actusl anminl cost of insurance and in
the  lokey ;sr@a.;‘; the preniums fall shovt of this cost, The cxoess Jetey
ments in the early yeors creste 2 fund 40 be invested ond scommdabed
Lo provide for the lever cost to the insured in the loter yerys. Taig
funs is called the "wesorve®, This reserve ls mot a veserve in the

ordinary commercial sense bub it is a fund wiich bhe coppany musl

maintein to poy 21l derth eleims end to remain solvents

g

#

The fece smount of the policy is paycble in the event of de:th

b any time during the tewm of the conbract, Tho actusl avount. of
pure dnpurence purchesed ennually under the level premiuwn plen plus
the smount of the reserve ot thed tive is cqual to the actuel amound
of dnsurence purchascd undewy the yeorly rencwsble term plan. As the
years 0 by these vescrves accumulate and comsequenbly the actual

am unk of Insurence purchoesed under the level premium plan decrenscs,
then a pollcyholder dies the veserve is velesscd and cen be used to
pay part of the amount of the policy while the insurcnce principle
orerates to pay the remaining past of the policy. This remaining
party the net amount at’ rigk, is eyuel to the Tace cmount less the

cogerve, Uhat haprens under the lovel premium nlan is thobt on ine
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v

erenging deoth .zﬂate ig offsdt Ly o decreasing net amount ab visk ond
the anmusl costs ave ket dovm to o reasonsble omount.

The introduction of the level premiwm plan hos inbroduced an
importont element In the activity of life insurence compenies, Thot
parb of the premium which goes. to veserve mst be invested in owxder
0 help pay for the Inerensing cost of insurance in the lelor yeavs,
Since most policies are pold vnder the levsl premium plon the reserves
are lorge. Consecuently 1ite dnsurence companles musk pednbuln ines
vesbnent departments to ensuve the wosbt proflteble investment ol the
funds gompatlible with sofety. '

The principel forus of life insurance gonbracts ney be col-
culsted under three broad headings..

ls Vhole Life Policies.

<. IM&;&*@@;&% Policies. .

3s  Term Pollcies. ;
411 these policies mey be  purchased uﬂdex the level vremium plane

Yhols 1ifc policies, as the nome lmplies, *zamv:iée ipsurvance for
the whole of lilc and moturve for poyqgent only at the decth of the ine
sured. Slnce deoth ds a certainby the reserves must be celculated so
that *biéey wild poy for a levge porbion of the amqaﬁﬁ of the policy o8
the vxpected apge of death approaciies,

Eordoviment policies provide for the payment of o sum of money,
e froe of thé policy, if the insured dieg during the endovament

nevdod or if the Insuvred I8 &347 144 f
SUECC 18 %31l living at-the end of thet period.

the endownent policy moy be considerved o5 2 combination of temm in-

Yy ey

suranct «nd pure endoviment. The term Inswrunce clement provides for




noyment dn the cvent of death duving the period of the contract. The
pure endovment elenent provides for payment in the event of survival
t0 the ond of the pericd of the sontroct. The premiuas ore caleulated
in such a way thet a sus set pelds will aceuwrmileto with interest until
ib vepches Uhe face cwount of the policy at moturdity and the remaindex
of the premiun vwill vrovide foy actuel lnsursnce in the event of decth
during the term of the conbracv. The gotual iusurence ab the tine of
death is equal bo the face amount of the pollicy less the accuwmiloted
fund widch hos been sebt oside wp to that daté. Endowment polilcies
counine a large amount of paving and davestmont with puge insurence.

Teym insurance policies provide for the payment of o sun of
voncy 1L the insured dies durdng the torm of the contract bub nothing
i pedd in the event of survival of the insured beyond the ternm of
the contrach. Temporary protection io effected ab low cosb since it
only covers a conbigensy and not a corteinty, The insuved mey or nay
not die during the term of the contract but he certeinly will die
sowebiue,

Gpeclial. veriations and combinntions of the slove forms of life
insurdnee policies ave oifored o sult the varicly of needs of people
purchegling lile insursnce,

Life insurence may also be classified under diffcrent methods
of paying the premiums. There are three types of insurence under this
classificatlon.

1. Owdinory lize lnsurance,
2. Industrial life insuvance,
3. Gyoun insurcnce.

Ordinary life insurance is the most usual form, Solicies
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usunlly have o Zooe volue of at lesst one thousand dollarvs or gome
aulbiple ol one thousand dollevss The premiums are caleulated
accoxding Lo the age ond physicsl ditness of the individual. FPrene

lums arve payoltde monbihly, quéz.a:'i;{;fly, genimonnuslly or apouoily.
They mey be collectod by on agent bub they eve upudlly &z;itxtaé by
mdl or pald ob o bronch office of the company.

Industriel 1lle insursnce voiieics are for small ocwwunts ond
the peembass are peyeble nonthly or weekly. Feemlums ave caileched
by en ogeot of the company ond accepbonce of the policy eccurs afiter
a brdef opr no medlccl exominetion. 'fhe premivm 1s flwed and the sun
egsured vorles with the age of the insureds The plan has proved
popular with the poorer industriel classes but At hes been extondoed
bo other clagses, Collectlon expense is high bub benefite mey be
veeuived with 1ittle legal delsy and they ave freuuently used o
cover burial Xponscs.

Group dnsurance is a plan wheveby & proup ol people, usually
the employees of one compeny, ore all insuved os a group. AL
menbeys of the group must pactielpete and no medicel exemdmebion is
reyuived, Premdums coc pald Loy by the employer and the employoes.
Topurence is somevhal cheuper under this plon since the cxpenses
involved in aduminlsboring the ;;o?: leles ns o group uve consldercbly

gmaller thon if dll the policles were handled separately,



CHAFTER I1
PE GROETH OF LInh IESULRANGE TH OaBADA

Tife insuronce busipess in Consdo wos intvoduced by Bribish
and United Stabtes companies which hed been din succesafuld operotion
Yor some btime before gperabing in Canodes Conwe uicnblys 1ife in-
surence vos o well developed dnstltution Lefore ibs advent into
Comcdn,  In 40LY a Hrs Doker, of Homiltons Onborio, wishing to ob-
toln Life insurance on hinself ond Linding no meens of purchesing it
in Canede, decided to go to New York to fulfill his desires, He
mad@ the Jouwrnsy end in 1047 he returned to Conade, With the old of
friends he cstablighed the firet Conadian Life dnsuwronce compony in
Cenader  The Comada Life Aspuronce Company, Obher componics o
trongach 3lle dlneurvonce 4dn Cenada aboub thet time were: Amicoble
(1546, Stondaxc (A8L7), Actmm (3.:85{!35 Liverpool end London ond
lobe (1551), -:,;.n_éi Royel (10sL),

The 1ife insurconce business in the slwtics and gevenblos had
2 repid exnronsion nnd gove wlse o sone insizmm@ enterpriscs of
dublous steengbh end sbobility. DRestrictive leglslotlon Was pagsed
and enforced in various counbries, T?tzc; firgt Dominilon Insurance ict
wes passed In 1060, It provided thrd all enterprises caryying on

the buginces of lusuronce 1n wore thon one province be licensed by

) Tae history of lifc insurance leslslation ln Cancdo was obbained
fyrom the following sources:
Cunade, Dominion Dureaw of Stetistics, caneda Ye r Book, 1925,
(Obbax Qs King's Printor, 192C.) pp.60=06k, T ' -
venada Yeer Bool, 1933, pn.937-942,




the Winister of Finance ond o deposid of 80,000 wes weudwed.
Gompanies operoting within the Province under Provincicl :uthority
needed no licensc fyom the Dominilon Govermmant. .
In the 1070%s other Acbs were pussed wiileh forther dedlned
and vestrietod the nabure of the tusiness ond proviglon woas node
for the sppoiuvbwent of & Superinbendent of Insurupcs under the }
Minister of Finonce. Iy this tine there wore ob lecwt twenly-six
COUDBNLES c,ngjam in the 11fe insursnce buisiness in Connde, By
the end of the cembury geveral move Acts velobing to insurcpce viere
posseds DBases of valuabion vere brought uwp to date mad life in-
susence in comblinotion vith other dngurance buginevs vueg forbildden.
The firvet thoeough investigation of life insurance in lorth
Merdes wns made In Hew Yozk by the YArmsbrong Commlbiee" wndew
Chief Jugtice Charles Bven Hughes. Alter the reporbt wes made o
Royal Commlssion vus appolnted in 1,06 b0 investigate the conduet
of the life insuronce busincss in Congde. The recomwndeblons of
the Boyel Coumdssion were subsbtonblally the sone as those of the 5'
"himstrong Commitbes” but bhey were not all embodied in bhe
legislation presed alter the imvestipobtion, The Act of 1910 added

megly now provisions and resbyictlons and stondardizel certein pro«

vislons for life insuvence policies. iebuabing end discriminotion
were prouibited and rules weve seb up concerning distyibution of

-

profits and the separation of participabing end non-participating
apcounbs,
The Act of 1927 was pogsed to bring the low repgerding nethods

of veluation into conformity with the progress :nd practices of the
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1live inguronee business ot thot diue.,  The legislotion of 132
wae passed folloving o Privy Council Cecioion of 1931. Thvee ools
wvere passeds The beprrtment of Llosuwronce ictb ;,?‘i‘ he ﬁ&r;adian and
vibieh Insurance vomponics z%a:’bfz’zggl the Foveign Insuyinco :;:smag
panics TR They provide thot companics from oubslde Co nade WOy
nob tronsect busglness in ﬂmggw uﬂlf ss registered by the Holster
of Finspce snd sny compony, vensaian o obherise, much prosend
proof of pbobllity cnd solvency. 4Ll compenice wader Domimion
‘.mﬁﬁiﬁﬁi’{‘%lﬁﬂ st file enuel statements with me Hindstor of
Fincnce, submlt o exrminoetion by the Superintendent of Insurance,
eszatfmaa o maintein sounduess and solvency and comply wilth the
s?.ﬁii'i}gvf‘;
The Vominlon legislabion hes Leen designed to glve prow
sectlon to the poligyholder, tho life insurauce company cnd the
coopony e a whole. For exemple the poligyholder benefits by
standardizged provisions iu policics and scyutiny of dnvestunend
proctices; the life insuvance compuny is probected g vain\s‘i; rivels
whoge business pracblocs ave unsavyoury or unsound in such & way

that the life dnsuronce Lusiness would foll inbo disvepabe; the

ol

"»»; N Sy feeh 1Ty o { 3.8
Stotabes of Ceneda, 19325 -3 Goorge ¥y Che L5,
stututes of Gannde, 19325 2023 Goorge V, Cha b

20=-23 George Yy Che LT

g, PR,

ahe dupd siction of 1732 velating to the Investuent of Canadian
and Uritlsh Life Insuronce *,om;{zemms ig desltd with in prector detell
in Chonter I,
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econony is protectod agoinet possible proctices ol the life in-
suronce business which might throw the economy into wery greot
distress ob the time of a crisip. Sanaddin leglslation lies
pavtwey between the repbrictive legislotion of the United totes
snd the "rresdom end vublicity! legisletion of Gre:d Belibtoin, The
life Jueuronce business in the Unlted Stetes de gubject to wvery
close supervielon by the wvarlous povermments and the buglness 1s
not alloved so wide o scope in 1bs fwvesbment policy. In Grest
Britodin, following investigebions in the ninetecnbth centuvy, the
govermment allowed the life insurence comvanles 0 dnvest In vhot
they thoupht were good invesbuents bul the povermment rooulved that
the companies make full reports on thelr practices. It hos bocone
(ﬁmmﬁiﬁ o vefer to thig typelof l@g"%‘l@‘i‘f}ﬁ ag Bfrecdon and publieity"
legislation, :

TLife lnsuvence In Conede, sbarting from very modest beglnnings,
has enjoyed a *vegyt ropdd growbh up to the present day. Bobh Ganadien
and nen-Genedion Componles hove pavticinobed in this gyowth but the
Sanndion r*axm-;zz;‘leé have rapidly outstripned thelr rivels in Cennde
and ave compebing sucé@mai‘u}ly in the ?iic ingurance field in other
countricss In 1945 the pusber of life insuronce comenios rogisbor-
ed Ly the Douminion Govermucit was Lifty=five of vhich twenty-elcht
jere Sonndlan, twelve Dribish, and fifbeen foreign. Hine of the
British and Live of the foxeizn componles registered had proctically
cenoud 0 virlbe new ingurance,

"y &y T g . : v om & o A ) - . (3
In 1069 the "net cmovut of 1ifc lnsurcnce in force’ wos oo

=

. }ﬁ‘hc net mount of 1ife insurance in force wvefors Lo the net
omount offordinery end industrial” 1ife insursnce and docs not include
“groun dnsurence" vhich did not heve a Cenadian higbory prior to 1YL

X

and which w111 be dealt with separately,



' 12

=¥

followss Crasdian Comandes = L5,4U76,300; British Comnonics -
16,330,178 Vored m Sompenies - 13,805,209 811 Componics -
35,610,002, P Cen widn Companles ot that bime held only 15,305

of the not cwount in force, The Dritish Componles weye in the

5t

tead ”
ing 30,915 of the not amo unt In rorse ai;-'bha..%; bie, Ry 1000 these
positions vere veversed, Copadisn Companies held .:37,830,510 ox
L1465 of the net qmount dn forco, Forclgn comsonies held
533605, ThYS or 3660068 and Bribish Comaonien held 1Y, ?559,{363 or
51007 of the neb amount in force. The wet mmount in force oy &1l
compenies In 1820 wee 091,272,120, fThe Conedden Coupenlss book the
leod ot this time ond heve mrdnbedned 3% over ginco. From thila noind
on Beitish Somponice ond Poreign Cormponles will be prouncd topether
and referred 10 ag Other Compondes, This derm 411 not dnclude apy
Frovernsl Socleties or Life Inouvonce Cormponles onorabing undc
Provinelel licence,

With the cxeention of the ﬂi:musezz@tm,ﬁmg the net amount in
force in Srmodo hold by Conedlan Companics hos expevienced o ropid
growth from LUGY to the oresent days, The net amount in forece in-

erevsed felrly steodily from 1005 wien ib wes 7h.0 nillion dollavs

o 19180 when 4t had reoched %Ege amount of 1,109, million dollars.
Thoe nosbws ar period wes a very sbimdoting time for the 1ife lnsurcnce
business ond in 1931 the net macunt in forec wee just under L billdon
(3‘?11&3?5; For the fired tdee slnce its dncoption in Canada the 1life |
nsurance business feld o ghwinkepe of the net amount in foree in

the depression yoars of the thirties. The net smownt in fovec £ell
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in 1932 ond coutdmed to fall 411 193h vhen it wes approximetely
3,75 billion dollere. Sn obsolute decrecge of neerly .25 billion
dollors was exseriensed in theso three yorres Tn 1938 the nob
amount in force begrn bo incresse sonin, by 1940 1t hod excecded
the 1931 level, and in 1948 4t stood et over %75 billlon dollars,
Thovsh the nresent review hos been confined to Conedien Gompenics
the woorience of Othey Somponles hos been similsr. The nob omount
of 1ife insuwropce dv force in Crnede for oll companics shovwed the
following srowbh:

1885 = 150 nillion Jdellews

1910 = 1.7% billion dollars

1931 - 6 billion dollay

193h - 5,7 billion dollavs

1945 » 8.7 billion dollare

Thoush the life insursnce conbract is in moncbtovy terms ond

thouylh the insursnce principle thoorebleslly is not concerncd with

the cuvront volue of the wonebary unit the Llve imsurcnce buslncos

ahAll of

udp
143}

songlderably by price chonges, then »ricvs chonge
Lobh the cost of doiny business snd thoe ewrenings of insurance oom-
ponies w111 chonve,  Phus I2 priccs go down selovice oxd wopgos

0 down, cividonds on ptocks vill ¢ down bul the fdxed

bonds onc.morbtgages Will rome

Inguroneo compary cannob ainnce Lbes pobos fiﬁea,iuaétly snd dn close
tlaing with price chonges since the erleulation of wates s o long
sad hoewy tosk,  Also the anmueld premium on o policy womoins the
Boric -0r Bhe vholo term of the contract and c:“.zme%. be chonged with

price shnses, DBub the Individuel is very much eifccted by price
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The beneite exy of o 1A% insucence policy has to meeb

£y

certodn resl needs Jrom the pe @b{‘(,f s envd the conb of muebing uhfgﬁa

k|

needs is ncasurced by the curvent velue of the dollop. The benee

s,

ficlery veculven o fixed smount on the desth of the policyholdes

or vlse o gbobed cmsl lumcome, I prices yise she vecipient of
the fxed amam‘: or lnconc wi 1 ob be able to neet the cost of
these needs ag easlly aoc hardshilp ooy vesulb,. This ds the pogition

¥
[
&

in vhich o3l neople with fizced dncomco S f}neﬂ Aves vhen confyont

They con ollevicte the situotion by jh\?‘z cioug

nditures uring benporery price e}znzge,g.a bub 1L prices yisc over

& Jong perdod they con do Lithadl.

Yemporary ordce chonges vill (lso oitect the individualls
shbibwic towne' s 1ife lnsuraneo. opd this has .:3 n eifect on the
itgelf. Though Jife lnsurcnce dg o lon: term pronogition the ine
dlvidual ds veyy -wm,u; Cong Lfi““{l with the shorb-1un cituction. e

prociwae cre coleulsted with o long bterm point of vicw, Ghen the ine

i

gﬂ.s

A
5 4
€J b

ot

Aividual parchopes o W48 nsurencee policy he ds oo bo think of the

copt o1 B cvewdun ot the provend bine ond 1T prices ocre high the

1r..«

relative cost of lire lnpurspce will scen low in coupoy :2.%30:1 and when
peicen are low the convorse vill Lo truae. O vhe boois of the

eiporary sivuntlon he muy bolc or rejecd the polloy

L4

when the Jong.
. vicw iy hove influcnced Linm in the opropite diveetlon, Whon
deppesslon cooups many polleyboiders moy boke the surrender "\"n"'"ﬁlb
of their policivs to erse thelv tawporary situstlon.

The survey piven above wis dn dollor gucunbs bub o Survey of
those anounbs veletive to 2 orloe ludex o# o cost of Living inoex

presonts in some respects o Cificrvent ploture o con be seen by




o
h53

ingpection of chnet ¥if%  The chort chovs o o steady L;* xase dn the

Lror

;.m

prowth of the net mwount in foree dn constend dollay mcunts |

£

n 1901 wos folloved by a sheady

u.u

‘«-«A

1805 o 1900, & gliszht veccsslon !
inovense untdl 1915, Thewe vwis o m’c:a» ge in Vhe grouth In congboxd

» T Though thore was

dollor amounts in the Lotter yorrs of Vorld
2531 “La@im;c: Incverse durine thig 3me thils woo nove then oifsct by
the »ise in tho cosb of 1’:13':& o inder,  Feon 1VA0 o 19D ‘i;-hf;z;’z:f W
bobh en increase in sbsolube srowth and the growbh In constant doller
smoents of the net omount in ferce bub the lotber was tenpored by
the soaring of the copb-of-living index in 190, 7The follewlng period
of z‘agz;i.'d srowbh of the neb omount in force in consbent dollay suoabs
whendod o 1933,  This verdod of rapld prowth ip doller smournds only
exbendod to 1931 which sugoests thet thoush less dpsurence wog pur=
chaged alftor 1931 neny poligyholders deforred taking surrender voluce
111 1933, The c’ieel:im in the cyowth in constant dollar omounts In
the thirties wog nob ep sherp o the decline in dolley cmounbs tub it
exbended to 1942, Since then snother rapid increaso m the growth of
the not cpoent In fovee in constont dolleor mpounts has commenceds
The vige in the copt-ol-living index 'af‘i;cr 1941 wos westvicted by

w rbine nrice contbrols,

vhilo o suzvey oF bhe nobt enount in fowee jlves up & pichbure

3

of the mmount of insuroncce beldd by bthe people of Ceasde 1% will nob

ghvi e siewp 0 plebure of the conbioued activity. of the liic ine

gurcnee buginese oo will o survey of the net anount of lifeo insuronce

" (93
R AT LV S N o g d e bl merminen T wes Fiaen s Treienl0e e - e st T R ETVE
cifected. Guupg Tor tobles “shoving toe absolubc growbih cnd the growth

f Yee Graph II

]
3

., R
Yge Apnawiin IL, p. 67.
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in congtant mllar emounts of the peb maounts of life dnsuwronee effcct

ed Zn deneda by Conadion or A1L Cowpanles dndicote thobl, Lhough theve

li"*:’,,} v 19 .it?’ the

. 7 & e e 2 N e de S dan
hos Leen on dnersese dn insurance oetbivity

growth hos beon gnoradic 'nd inbersooveed with sla.xgu b Jecllines, The

2

£

net omount offcctod in Canpda Uy Donndicn Compendes woo over Ay
nillion dollovs for the yeer 1088 ond over 92,0 million for the year

sedp Prom 182¢ to 1008 vith ws

b6, The seesh shows o trend wr
epnd dovag Lebween these yooos, A Jecline wap exrevienced irom 1905
to 1907 follawed by an lnorcase u; 0 912  The net excunt elfivoted
then fell i1l the year 1936 ubon 1t bogen to rvige rapidly, This
was inberrupted Ly the recession of IVEL spd 1922, The rise wns
reydd Teom 1922 0 3. S37 and the following declive weg jJusbt s pupid
ond fell clmoeh to tho 190 lovel, The perdod fvom 1733 bo 1037 ves
one of oxpansion but the rceceselon of 19371930 wos felb in o slipght

by

deeline to 1939, The ;3:“*3{.’:(.; wciﬁ.c;n:s»zﬁiz, 3.,}3,; hes been one of roplid
crowth in the not amovnts of life ! _zfzgﬁfsnm. effcoted per anyms In
vanada. The greph for the grow mz' in constent Jollay cmounks shovis

much the o plobure of ineveoses end decvenses in congbont doller

amounbs of life insuecnce cffected though the yesr in vhich 1t is
showlt ey v ¥y

Yhese grephs and tables show bbe sotdvity of the Senedisn
Lite Insursnco Uompordics ond Other Souwpandcs during the period.
tefore lesving, ib should Lo wobed theb there hos been o mosled

X3

cEorngion dn the 1ife Inpuwrance tusiness since the end of Yorld i

var Ile The net emount cficcted dn Lyud Ly Convdion Componics Lo |

v

Y

sosia wes Jet million vheress in 19LY 1t wes only G40 millict.

s
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Thie 18 on incvense of obout LEZ din one yeors

The obove discussion hos solated the ovogress of oxdinayy ond

The history of Grour Insuronce in Cownods
the not mmount effected and in force by 211 Comprnies wes 71g Comillion

u’i Lu!.“" ‘)

aote only 000,030 of this .ﬂi’ﬁ@l&‘f‘z’%a Ovbher

sroun ingurence in obper ecounbrics cnd uwlckly

ount of syoun dnsuronce eficelbed

Chc. et

toolr bhe leod in
in 1920 weo neoxdy 67 million of vhich 20 willion wes wrdtben by

Sopedlon Co

T [ Lo YR A mam e ey . PR o A
By 1920 Jonadion Sompoples vwore rvesponslble for

ovar okl the mmowab in forec ot bhet dine.  They hove nedn-

&

Ledned e le

eld owe olinno,

In the £icdd of grouy logurence the prowth in the not mocupt

effceted v yonw hos heen very unewen compayed with the -vouth of

prdinay ond dndusbiriol 1ife dnpuronccs grect dncrecse booi place

ibs dnception when caployers took covenba e of iis

T . | A
O EREN & 925 PI

inbroduetion, & decline folloved dsmediciely o

did nob stort o deciine ALY lovy, It

” ST T TN S S 1 )
grovth o oean da L0

fell to o low point luo 1933 ond cn duberadbtent vise has been ¢xe

=
378 e,

YO DRINOT.

with v eldsht cecline 4y d

.

Veom 1931 to 1Y33.  thore hos ik

ach ohie wet onaah oflected coch yery

fedud dn dntoneily thwre hos been o growth in the net

anount. 1n force, How busliness coe sied dn amount Lub

9

187

crclices I ond Il.ppe 65-69,
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he old business hos vemained stable vhich glves some Indlcation
thot those employewrs participeting in the plen profer o keep 1b
in oonsrebion.

T may be thought thet a greot desl of this prowth of lile
insurance business con be atbribubed to the crowbh of populstion
bub such is not the cose., Up o the present bime only o smadl
part iy the result of population growbh, The major pertion can be
attributed to the lncreased desire of individuals for lide ine-
surance ond the efficicncy of the business in seliciting new cone
tracts, practiclng sound prinelples ond theveby cstabillshing publie
good faith 1ln the life insuronec business.

There vos a steady populetion growbth from 1875 to 1700, The
nopuletion of Consda in 1375 wog nearly b million ond in 1900 wos

10

over b million.™ Dut the insurence business grow more rapidly ond

the insurance in foree por head of esbimated popwletion in 1075 v

LD omd dn 1900 wes §5531.¢32g3'1

Following 1900 there wos & more
rapid dnercose in nosuletion snd in 1946 the po Tulwmszx of Conade
wes over 12 million. This wes paralleled by & continued repid
grovbh in the purchusc of ingurance and the dnguronce in force per
hesd of estimuted populablon in 1915 wos Ul0L.3h. An cven move
rapid incresve cosmenced in the pext Dive yecvs cnd in 1V:0 the
insurence in force per capits stood at 310.55. The growbh on o
per ceplbta Lagle comtinued until 1931 vhon it wos 030485 the em

after it declined to wOT7.1% in 1935, From 134 on there hes Leen

g

a sberdy dnevence end in 1946 the not smount in force puxr hepd of

108{39 Apnendl:: .IJ,I, pe 70,
11

See Apoendix IV, p. Tl.



19

cebinuted vopulation wes (078,55, The insurence in force per ocmplia
hes ineresscd from 21,50 in 1079 o oO70.%0 in 1946, The net omount
of insuvsnce in force in Conada in 1875 wog 88 million doldws and the
population wos i willions. The net smount of ingursnce in force In
Conada in 1946 was 10,812 million dollers snd the populution wog 12
willions. %hoe inereast in the net smount of lunsurcnce in force Irom
1875 to 1946 wes 10,727 million dollmrs.. Fopulation growth only
accounbaed for 170 willion of this incrense and the remaining
10,657 willion dollers is due to incre: sod purchascs psy individual.
this survey shovs that the 1ife lpsurence business hoes been groving
repldly cxcluslve ol the dumcrease occasloned by populetion growbhs
In addition to the growth of business transected by Cmnedim
sowpapics In Urneds the emount of dnsuvance sold in obther countrics
by senadian Companit. s has been very large. The tobel businces in
foree by Conedian Compenics in 1945 wes over 10 billiom dellavs of

v - - £y e oy f3
wivieh over & Wilidon wos in f,,anadasl"“

The remalnder, over 37: of
the total business in fovces was oub of Conada. Conodimm Companics
heve comneted successfully with thely other rivals both ab home ond

auronds

12 Cmmoda Yeor Booly 1947. p. 1092,
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CHATTER III
COCTELES CF LU INSURALLTE LIV ST

Dife insurencs undey the level premium plen hos given rise to
the necepsity for lavge polley rescrves, The prepence of those
reserves “ls the mein reason for the svoscnce of Life ingurence com-
sanies in the fileld of investmenbs. Premiwme ave coleuwlated on the
bagls of 2 meximm mortollly rete, osbimated expenses snd o winiuum
rote of intevesb. If the funds of o life insurance compasly are not
invested end kopt invested for long perieds of time at or above thds
assumed rate of interest the company will become dmsolvent. In view
of the magnitude of policy reserves and the necessiy of earning an
interest roie Lo waintailn eﬁse&w ;*éseszﬁves;lﬁze‘: investment departuents
of Life lopurcuce companles musb consbantly analyse thelr investe
ments and the investment market ian gonerol,

Because of the nmature of 1life inguronce the investnent policies
of life inpurcnce companles, while conforming to the broad principles
of sound investmont, mey diffcr in o morked way Lrom the invepbtmnent
policice of individual dmvosbors emd obher fiadneiel lnetitubions.
ihese diffcrences vill be noted briefly before considering the broad
orinedples of spound Investment.

Since a life insurence policy is a long tem contyact long-

tern dnvestuents ave vory pulteble for the needs of the componies,

Up to the present time the cmwel recelpts of life insuvence corpanics

L]

‘ : inboining repceves means keesing assobs e ucd in cmount to
whe setuerdsl rescrves of dhe policies,

JT ]
oS
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genenbs ond hence the conponies

hog odvoys E,y ceded dhe spmuel dist
ave yelatively indepondent of shorteterm sccuritles and ave dhups eble
o plece a large norblon of thelir fuade in long=ters secourities ot
Covourcbhle ydlalde, Then the volune of 1ife Insurence pold beging to
deeline the 1ife dnsueonce compenies will become more depondent on
shovb=torm Beeurlbles,  fe the volune of 1ife lnsurence cold declines
the disburgesenbo moy oventually cxeoed the peemium income,  The
companlces will have to meet their cbligatiéns by selling some of
thelr scouritics or by not ve-lyweshing the vede: sption pelce of
binele notured sceurdibles. The latber will Lo the nore favoured Hro-
codulc,

In addition 40 dooth claims, life lnsurence comonles cve
subject o two other mojor cleime, o demend for policy locns ond
ccsh surronder volucse These tvo clednms are not velatively constont
from yoar o year like the decth rabe, Lub they will become heavy in
perlods of depyesgion. Insuronce compandes have to meeb dhese oloins
whon they ove demended, The scle of scouvitiles st scceh e time would
result in sovore 1opsos. EB‘y uging the proceeds of mobuved chort
toru seouribiug to meed thcse clodus a dlsebrous svle of securitics
in e depresscd morket is ovoided.

dovever, bhere iz no Indiention of o Lleclim in the volume
of insurcace sold im the neay future, Pollcy regerves mmet Lo

wadnteined end 80 the funds msb be kept fully inveoted ob ell biucs,

Investoent camot ba long doforved to oke advonberc of morket svingo.
The lite dnsuronce conbrocht is o monchoxy combroct ond theorcticolly

the company 1 ot concerncd with lhe inbeingie volue of the dollor,



Foedly bhoe oo cecbedn loged vestulotions placed upen the dnvest-
send volicles of 1ifce Insurence componics
The Doobor of caromount lmcorbonce in the dovestment of life

ippuronee funds s sceueity of principale. The principal plus dte
seouuloted cormings meeb Jilscharpe that pert of the policy which s
ot covered Ly the inspronse prdinclvle of the time of the teruinetlon
o ”zes conbyvoate L7 the princisal hes Jlmdndebed or vaplobod bhon
Hhe gonvroct camobt Le Nuliilled. Thé ipvoestuente of ldfe lupurocnce
componies mepb be such that thowe is noxdisum securdiby conslstent with
Feogoneblo esyninge.  In orxder Lo assure this secuvity investnment
mapogement et nedntodn & consbant cnelysis and crlticisa of s

holdings. lHonost cha

sa-0fle ove moade ab £re uent interv ls and
securdbivs ave btolen loto the bodonee sheot ab avorbised volucs

corvecting changes ow ‘i)vcsreétf;:mw& in werket wolues, For cxumple,

consdder the “emoctisation of pi‘g}mitmﬁ at vhich e bord 1s boughte

Vhen o bondl ip '{;Qagh'i; Lor morce then the vodenpblon volue, pio-
viglon should be nedo for vestordng any exoess of the ord gsuni
caplbed investod over the *c;emtmn vaiue, The cxeess of the
Jividond om the bond over the inberest vecuired ob the liweste
mept wbe should ve used for the gredudd cxbinction of the
cxeess book volue over the redemption prlee,. For any lunberval
Hhe 'm;):t;%sa,i,iozz at the ond of the interval is the coount of
the dividend opx inim:fe“sﬁ on baﬁfi&; mimus intevest on book value
ot the Dhwvestinent roabe.”

Sonsldor o G Lond for (1,000 issued Jammaory 1, 1929, dividends
puyeble ammally, o be medsemed ob pawv, Jumoxy 1, 1933, and to

viel L woyeble cowmollys The purchose price is (1,072,500 on tide

“I,g o LAChn, Heily Urabhoimme ol Je0 i}::.?:.atz, Hothemobics ol
Jinance (2nd ede, New Yordk, lenry Holt rnd (; DOny, LIJ0) 0n, LUZ=103,
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dehoedulo Thowine Progsyvess dn ﬁmafhiz::z%:ésg of Preodum
ANEIE L.,L BRI,
Interes :ivi dend Anortization
Dote ook Volue Y 68 of of
ook Yolue foce Volue promium

73
[

(5)

)
G)nl)

192y Jone L
1/3{) J&?‘ltl
1931 Joned

l:),ﬁz::: done L

Qi%g ® :} ‘x)l;
R

11e 50

00,00
&i(-}a J{}
60,00

LT U906

1,019,231

15:000,00

U769 60,00 7423

The ool Value for any yeor afbor the flvst i equael to the book

volue ol the sivecding yeor lees the swortisotion of promlum Loy that

yenre This teblo is scb up on the bogis of wneinteining on duvestment

robe of Le oce onmume  IT the investmont rote were to rise 40 §) in
1720 it wwould be pecesscyry to chovge oi‘s.} Wwi¥, 120 on the book vulue in

the toble jor 1931, Thds vould be necuss soyy sinee the purchase price

oi’ this type of bond vould be Ul,0L0.5905 The anminl interest is now

- of the book value. The apmusl intesest in 1931 is 50,930 ond the

oHo” tluotion of premium is 19.070 vhich lerves the book velue in 193¢

ab 1,000, 50k, The apmied dnterest in 1932 is L0076 ind the omoste
igation of P
n Janueay

o be

civm ie L9 el wh Lf‘h leoyoes

11»:) Ji

the book value ot (1,000,000

Ly This is the rcdompbion voluc on? the Lond dp due

redeened ot this tine.

in the oo

a.

ection of the individunl scourily abtenbion is poid

to cwlocity of liens, sup orted by reogonable ecinin 68y Shrolg OWnBYw-

ship nd ample equities ond 2 moderete view is Lolen regayeing in-

come yilold being an adeuste yardstick of vality.

There is no such thing os o eiskless investoent and 8o mother
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factor, diversificotion, is introduced to meinbain sccurity and limit
%}zﬁ wiglk. Divevsifigation is epolied in mony differect v¥ys. A sound
distribution of lnvestments Ly type is meintodned to give masdmum
security coupled with resgonable yield., A pmpéz' nroportdon of the
funds are placed in mortgnges,; govermacnt,; mundeoipal @ﬁé corporete
bonds, ol sbocks, Within eech classification there is olso diverce
ifiention as to geographical location., If disaster were 1o strike

one gection of the counbry in the form of economic uwpheaval, epidemics,
war or sny other factor disburbing to industriel end commercisl life
"ehen' the bad effects could be tempered by thépre;ssaca of investucubs
in more stoble sections of the countyy. Divergification ie mainteined
with respect te indusbrices since unforessen chswt:far mey $all upon an
industyy vhich was in o favourable position st tiw time the invootment
vos made. The mmount invested in ony one security is limited to a
definite smounte A sot of stendards is seb wp 28 a baglis of deterain-
ing the smount to be invested in any one type of scouridy.

Divergification of invesbtuments as to time of purchesc and

maturitics heve an imporbont bearing on yleld and security. Vhen interest

votes ave low end the trend is upwards 1t would be wise to imvesb new
Tunds ond tronsfer dovesbuents lnto short-tern dehen’éux‘ea and morte
gogess  Yhen interest robtes eve high and the trend downwords 1t weuld ‘
be beneficdel Yo invest in long-teim sccurities. Any action of this
type must be baken very coutiously as it is impossible 10 cceuravely
forecost the trend of interest rates. In addition to this, market
values of the securdties vill be disturbed vhercas the volues token

into the balance sheet will not be disturbed beecause these values pre
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apmortiged values.

Though security of prinedpsl ls the nuln fewture of life
ingur:nee Anvestment the companics met vrovide imsurance ab & nod-
erste oogh to the policyholder ond so the yileld on lnvestuents must
be given conplderstion. Iusuyence compandies lnvest in securities
suitable for trust companies bubt they cen algo dnvest in meny middle
grode securibics whrich provide equal end in some cascs groater
gecurity, Those securitles include industrial end publie ubility
bonds. Fuonds ave also invested in corporcte stocks represenbing strong
ownership ond good dividend recoxds. An luportont facior in the
determination of yleld fyom invesluionbs is the expense in the admine
istrotion of the vurious types of securit les. The adwinistrative
exoensc involved dn dealing vith morbgeges is grecter than that ine
volved in desaling with high grade bonda.s

sn dnpurence compony is not 80 concerned with marketability
of securitles as other fipancisl imstitutions ond individucl ine
vestors, They prefer to held thelr gecuritics to meturity. However,
whenegonouwic stresa 1s prevelent policyhelders arve apt to. bike
advantage of surwendcr yelues end loan privilepes, ILife insurince
policles usually conbain very litersl provisilons for pollsy loans
ind ¢ sh surrender volues vhich may be clazﬁmé;& =t opy bime, If there
is an ynusual large demand ob eny %ime for ﬂl{- so loans or surrender
vilues the life insurance company may have to sell gome of its
secuvities in order to make these Lloans and pay these surrender valuess

The investment nolicics of 1ifo insurance companies aie guicie&
by these broad prineiples ond in addition their invostments mist con—

form with the legislotion regavding thome The Dominion snd Provincias
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sovernmenbs have pagsed leglslation regerding the business of life
insurance., This was felt to Le necessary in view of the slifcct thet
life Adnsuronce policy hes on the individual and on the cconomy of
the counbrys The Statute of the Dominion of Canada which wegulatbes
the lavestment policles of 1ife insurance componics ds "The Canadian
snd Britdsh Insuroncoe Companies Act, 1932“‘5 Gertaln secbions of g
Act dual, particularly with the lnvesbment policics of 1ife lousurrnce
compondles, The Act seta forth vardous broad types of securdbles lu
which 1life insuronce Lunds may be invesbed and mekes yualiflcations
within each type. The Act also prohibits the investment of 1ife
inpurence funds in ecertain bypes of securities.

The following 18 a brlef list of the securities eligible zg
investments Jor life insuronce companles under the Acby

(1) Sceuritics of or puarenteed by Governmenbs.

(2) Securities of a smunicipality or schopl corporetion in Conade
or in any counbyy where the company is cax‘rﬁa;ﬂ on BUSITeEE.

(3) Corporation bonds fully secured by morbgnge.

(L) Bowds or dubenburcs of ey corporation secured by Dominion
Government paynsnbs.

1’%
W
f

Bonds or debenturcs of any ingorporated chaviteble, educctional
or philanthropie ingtitubtion secured by Provinelsl subsidy.

{6) Debentures of eny cornovotion secured by stgﬁcutmf sharge
upon veal Lu‘t@a » plont apd equipment.

3 13,

{7) Zoulpment %gf st coertificates of Capmudion Beilways.

&

() Bonds ond dobentures of cerbain yublic bodice of the United
Kingdom and the Dominions.

Gtatutes of Conado, 19323 J0w23 Georpe ¥y Che LG,



27

{9) Coxporation dsbentures, provided the corporation has peid
regular dividends on 1bs sbook for at leash the five pree
geding yearss

(10) The preferved stocks of or gusranteed by any corporation
which has paid regular Qividends upon ibts gbocks for the
- five preceding years. : '
(11) Commnon stooks, preﬁ?ide:é' the corpoyation hos pald x*egulw“
ammal dividends of eb leait b or §L,00 a shere in the cese
of stock with no por value, for the five preceding years.

(12) Horbgage loons en real ssbate mol o exceed &0% of the
value of much vesl egbate,

(13) Loans to policyholders on the security of the sompany's
g?@li@i@ﬁi

(1) Reel estpte for the gompany's own use,
The Act specifically prohibite the following investments and
practices: )

(1) No insurence company may hold morq than 308 of the sbock of
any corporation nor can it have move then 15% of its invest-
menbs in common stooke

(2) Wo investment may be made in securities in default,

{3) Wo Life insurance company cen invest in the shaves of any
eﬁhag company cayryling on the bupiness of insurence in
Uanado.

(L) Losos to divectors ave prohibibed except on security of their
insuronce policles,

(5) A company may not iluvest ite funde in sny coyporation if more
than one half of the sheces of that cowporation are owned by
the directors or officers of the company.

AlL investments of the company shall be made in lts corporate
naiﬁﬁfa V ‘

In order to ensure that the provisions of the Act ave being
carried out the books of the company cre to be made availlable for the
imspectlon of the Superintendent of Insurance, The Superintendent

mekes an ampual veport to the Minlster of Pinsnce. A company must
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fulfill vhe rcequirvencnts of the Aet or on report fyom the Superintendent
ibs certificate of regzistrotion will not be wvencwed., The Juperintendent
appralges the recl esbobe ond the securitics of the compuyy and only
allows peymissible lnvegbaments es apsets, He neshes gg,;aeia‘i udites of a
company on his own deciplon or on request Lrom the compary, The
Superintendent also reports on the veluation of rescrves ug,ec, by the
compaics ol decides whebther bhey conform to requivementg, The
Superintendent also nekeg reports .a:a{ { recomuendatlons regerding the
buginess of lile lInsurence es a vhole. e may supgest & need for ncw
legislation or smended legislation ag the need avises,

With regard to the requiremcnls of the Ach the Minlster of
Finanece may permdt temporary clleviation of the resbrictions, if in
hie opinion, the situstlon affected Ly thuse vesbylebions is of a
besnorory nobuve., For exouple, the WMnlster of Fincnecs in bthe carly
nineteen thisvtles decided theb market velues vere unduly depressed
and he allowed sccurdtlos to be teken into the bolance shect ab a
vilue in excess of thelr market value. The permission was withdrawm

-

when the situstlon passed shorbly afberworis.
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s

PEAL ELTATS MOLIGAGE THVESTHIANS

Life insgrance sﬁmpmai@é hove played 2 major role ln the field
of reul cobobe morbgoge londing. In the past twenty yeurs they have
dominated instltutional movtgage lending. Though Canadian Life In-
surance Ggﬁgﬁmﬁea heyve ployed o very lmportont vole thelr Dritish end
Foreign rivals have tonded to be more active in the field, In absolute
tercg the Canadisn Compenles have invosbed about the some amount in
real, egtobe morbgeses as the British end %:er@:‘-:gxé Companicas Bub a
saellor percenbae of the total assebs of Cu adion Componies in re-
presentod by recl eshobe morbtgeges then is the case of the Other Cone
panieg, ’

vhile lite ingurance compenics as a group hove been an Inporbont
frobor in real esbtobe mortgege lending it must be understood thebt eoch
life incurence compeny is not nee@éaaz;ily very ootive or wvven engoged
in this field of operstions, The nubbr of life insurence companies,
Canadisn and others, moking locus on reol estote in 1946 wos thirty=
elght. The number of life insurence componies with louns outsbanding
but not meking losns in 1946 was tone The number of lifc insurence
companles without loens on real co 'i;L in 19&6 ot tg:enty@bhme%‘ Jhers
pre vewy tongible rensons vhy sone l.i.fL insuvonce companies ore not
yvery acbive in this field.

dgal osbebe worbgeges enbell conplderably more admindstrobtive

work then other types of luvestment, such as bonds. The fleld is more

Uortgape Londing in Cenadn, 1947, Conbrol Howbgrre ~nd Housing
corporavion (OGO, LUOTT Ds 35

&
ot
29
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v goshnicel in some respects, Lach loan, vwhich represents sn Individuol
enterprise or project, demends o cortoin amount of individual obicnbions
On vhe other hand, a company's holdines of o cevbain type of bond con
be trested collectivelys Speclal knovledqse is desireble when decling
with the dii‘i.‘zzyezrh types of investments. A& comprchonsive knowledpe

of real esgbote, suburban ond rural, is necessery 1f loons of this type
are to be mode wisely mnd well., The imvestor neads to have o hknowledge
of operating coste in regovd to multdple housing wlts In order to
ensure the sofety of the investment. The eredit robings of individuals
have o be dnvestloatod csa:z:*@;éﬂly, Lpproved plans of congbruction
mst ve procured wlth on oye o tﬁag@m;ﬂblz.uz,cs of resale. it ig

Y

obvious thot londing in this iicle lnvelwes considerably morve technicsl

knowlledze and sklll in proportion o tho cwmount of the loon then ls

o3

realved in inveas%m@;ntﬁ of - (lizsz:ﬁnt nature. Consecuently, come
panles enbering this £leld wlsh to malke ﬂﬁf&i@’iﬁﬁ‘t loons to keep thelr
cogts to o minlwum. Dotry Into thils £ield uoy mean that technicdd
advigors will be needed. A grent weny loans will be needed to moke
1t orofitekle to retoin these ”aﬁv“isozfm Individuel componies Invest-
ing in this field will tend to lend o considerable cmound on recl
egtate 1 they have a very edequate depavtment dexling with this
type of luavestuent. Some other companles, feeling thet administrobive
cogbe ave too high and wory of investing in o Dield ébm‘t vhich they
have not ade. vote informebion, will romedn out of the resl cstabe
morbyi: e Lleld entirely or alumost cnbirelys

& vecenb survey of the Sentrsl Vorbgo e and Housing Corporetilon

hns served to point up the role of life insurance cowpnnics in the
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Y

t . N .
fledd of rerl « gbote morbgage lemimquﬂqmparis'ons vere nade with othex
major typos of lending institutions end the following condlusions vere
deeving

(1) Life insus nee compendes made move lowsns fov now construction
thon on exlsbing property., For every dollar loaned on exisbing
propecty this type of company approved yl.57 for new construction.

(2) Iife dnsurence companies arve move intercsted din moking loons on
regidential reol csbete thon eny othor of the Zroups SULIVEYCUs
For overy dollor morbgoge on veol esbebe obher then roglidentliel
tee8l o into housing.

( ) Life insursnce companics meke highew averege louns than loen

compenies and trust compenies but thoy meke lower sverage
losns then Tive inpurance companies snd fraterndl socleties,

(L) Of the three groups of lending ingbltubions vhich veporbed the
bulk of the loems opproved duvin: the year (1946) live ine-
seronce companies mode larpey loans for now housing than the
other two groups (loen componles ond brush companies).

(¢) 1ife imsursonce companics ave more likoly to finance nevw cone
struction of rentel property thon elther trust or loum oo
paples. I the multiple unibe ave teken es on dndicstor of
ocoupancy stobus of housing, live insuronec companics lent
37 cents on wltiple wnibs for cvery dollar on single unibe
while loan companics lent 3k cents ond trust companies only
19 centey
The fact thot life insurance componivs are mose interestcd in

mortgage loens on new construction thin in existing properby can b

explained 0 some extonb by the natuce of the life insurance business.

Sdnce the 1ife inenrs b pr, —— e e " 1

wince the life insurence controct is esgenticlly o long term conbrach

they are able to ipvest in loms of & long term naturve. The morbyeses
on new conptructlon ave generally for a long term ond so the Jife
ingurince companics cen dnvest with sofedy in this type of enterprise,

Horeovery liie Insurance com anles, investing lorpe emounts in

wortygn e on venl estate, com ecsily practice the nyinciple of

ibid mne22=23.
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diversificotions The grectey intercot in residentlel rocl estate than
obhep zal@ai@t can be explained largely on adminletretive prounds.
Since pesidential resl cebobe s contined 4o small veplons the ade
sinistrobion is move cenbrelized. Rowident inl zesl sstolc con be
vosily divided into different g;’i'@lii)é éaac::;ﬁing %0 plons of consbruobion.
reciglons a8 to the dopirability of meking wortgese loons on this
type of property cen be effected with o gnell amount of detelloed ine
ves*%igeﬁioaép' Ioens on rurcl ;c,z—tafl, egstote imr@lys conslderably more
detalled invesblgotion vearblowlerily 15 the avos is hoterogencous as
regords o goll ferbllity and variety of crops produceds

Life lnsur-nee companies ave inberested in finmmeing new
consbruction of venteld propertys This lutevest i very greot dn the
cape of individusl compenies which make heovy investments in venl
enbobe morbgages. Uoballed lavesbigotlons inbo the operciing ond
conmbructlon cost of mulbiple housing unlés ave made bo eosy.w the
sofety ond incwvessc the vetuyn on the lnvestmente

4 veview of the debe of the wmount of loamng oubsbunding on NoODe-

farm property in Conode made by Canadion life lnsurence componics

¥

]

shows gome verdeblon in cbsolube amounts from 19:7 to 1vkG.” In 1927
the mmount of loans on non-form reol estobe wes 170 millions.  There
wog e steady dnorecce {rom 1927 to 1931 whon the omound stood ot
26l wmillions, A gradual decline roedueed ‘i;hé smou whb of loans Guhe
stonding to 235 milldons by 1935, It is noted thoed there wos not
oy signdticant chonge dn the amound of sole spreements oxeept o

temporary decline In 1931 followed by on incrcase in omounbs. This

352% groph LIT oy appendix V,p.72.
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my lndicate thobt paym ubs vere gbill being mode or extensions hoo Leoon
gronted in the doeprepslion yoeors ond thet now &e%,m\y ~ere net being -
mode on the pore seale. From 193Y bo 1ULL there wes mn increise din the
smount of loans oubstonding on now-frim wead ybét«: in Jonadae It.“,g.z

L9WL the smount of losus oubstording vos 2u2 xmil;‘i:iana ap this ampunt

declined to 226 millions in 19Lh.

:Lamma took place in
1745 pad dn 19LU6 o wepld dncoense brought the emt:fum wp to 20u milllons
f

vinieh wae slightly over the 1931 level. Tho @*ilm in the woy yoars
was undoultedly occasioncd by necessory p@stpaﬁ&%aeﬂb veal esbote
congtruction becouse of ware. The dnercosc iy the post wer perlod was
the m;:mlt of the expongion in the bullding industry ocoasioned by
the vegire ond need for houging efbter the inoctivity dn this ficdd
during the cupression ond wow yoorss

t wurvey of the datbo of porbgogos on non=-foxm veal csbobe oo
mrepsed ag o per gend of the totel assets of Canodion Life insurance
covpanics mvesenbs o souevhat AlfToront piw‘aum.li. In 2927 1life in-
surcnes gomponies hod over 100 of thely ssoets  sepresented by loans
on none=foom senl esbote,  The por ceab of tobol assots thus invesbad
roge to over 17 in 1931 snd since thod tiue theve has Leen & steady
deciine, Dy 1945 the ner cent of tobol asuets i:huc reprevented vias
uncor suven.  leversing thls trend some increasc took ploce in 19h6
when 1t rose 4o T.27 per cent.

The dizlerepce in the picturc presented by the eboolute
smounbs end the ner cenb of totel esseto dluvosbed in vesl csboto

Bortges 1 not so remorkable as it moy oppoay ot Livst clance,

vee graph Voor appendix Ve 0. 72

3



Life ingarence compendos have olunys dnvested fodzly heavily in
residentiel recl csbote sl they hove hed a tendencr o dnvest in thab
102 ng ivdly o8 possible, Over the perdod P30 to 19LY the business
of life ingurince lnercoged mmeh wore ropldly than the redd egtate
businesg, consoguently es the busivess and the asoube of life du-
surance componics increcsed ab g ropld wote the pes cenb of asuebs re-
presenbed by residontial resl cstabe morbgeges fell consldopsbly. Ab
the same diae the 1ifo losurance companiss wercv stdll very dntercested
in zesidontlal verd estebe end dnvested oo wuch moncy in thob ficla
g they thought was 5aie.

The gross worbgese loans approved by lommt: dnptitubions in
10LT omounted to 251 wililon dollors on xzz;z*ev;{‘;?z*z;z yord e .‘a i{,a #. Liie
Insurence eomprnl o voro responaibleo i‘f};ﬁl‘?‘? willlons or abcmﬁ 70
of the %Stgl;g

In 1947 1ife insurspnce componios 2y Ghe Dominlon Coverimond

ointly finsnnco the mm< g of 9,791 vew houping units under the
Hotionel Housing fobe  This wos 12,037 of all the nev houglng units
shavted in 194Te 2t the some tine 1ife insuvance commonics finenced
by diveet loane the bulldlng of 8,963 housing ualie or 11,01% of the
toted stovbed in 1947, Thus lifc insuvonce compmivics cpolsbed in
the finoveing ol 23,045 of the houslng uwnits sbtavted in 19h7. It is
inberesting to nobe thot S2.9L45 of the housing unite storbed in 1947

were Dinmpecd by individuals, cooperctives awd ovners..

In the case of nmorty o loans on form proporty in Cenede the

udOI‘f';tﬂ ve Lending in Conods, 1,1 7y Central Mortgoge and Housing
roorabith wﬁ‘ﬁm T, 3.9@{) PG KON P s Y I NS T T

"ibi{i bable 15, 0. 506,
ot i
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copeddon Biic insuronce cospenics scem to be sboedily withdeawing fzom
the £ielde  In 1u27 the awount of wurm worbgege Joung In JUNoun Wen

7h willicns s this omount roso *‘m U0 millions din 1929 Since that
pime there has been o steody Coolie ond in 9L the amount invested

in worbgeze loons on farm property in Cenade wes only Al millions. The
sacunt of administretion necessuary for loans ::31 thic type is very
great and Is 00t alvays comwnsuscte with the roburne eeINeC, - L
vestors in form wovbgu s In the depresplon yeces had mayy unfortunote
experiences anc b was apparcatly deewed wilse o withdeow o a great
aabent fvom this £lalde Soue vrovipces declired & soyatorium on
certaln debbs or poyments of this kinde In the casc ol ac ulsition of
farm propuaty ib vos JAlficuld to offcet o vuegole or Lo operatc the
propesty efficiently ©0 roduce losses till a ve-scle could be effcobed.

a
23

&%’aba‘fﬁ.:} the biggest factor keeplng the Lifc dasuronce compony fvom
investin: in farm movtgoge in Coneds ls the high cost of wdministrabion,,
porbicularlly m tlumes of 5%;’&{3%;

The gross worbgope loons on fovm real cstove dn Cunsdo in L9LT

ngblitublons wes neorly 7 willlon vollewse Lide

B

appyoved by lending

insurcnee compaddes conbribubted over 3 willions to this type of lfsam?
The history of wvecl estete wortgepe lending by Conadian com-

panties In fovcign countries hes been varied. T he amount lovested in
this field was nearly 0 millions in 1927 ond vosc to over 14 mil‘;},ions

in vzl when o Jdeeline seb in and dn 1937 the amount was bs;'im&en I and
S millions. orom 1937 to 194 thewe vos o sto ady risc to 0 millions,

In dhe post var pexiod & ropid yise took ploce and in 1946 the amount

;-F‘ " ” " T
dbid teble 10ypp.03-hli
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invested 1n recd estobe mortgores by Gencdion compeonies in othox

o

countrdes wap necvly 2% nilidons, Thouph dabe spe not avallable to

give the dleposition of these movbgozes, In viow of experlence in

FERNE)

Conndo 1% oon be agsumed wmogb of the increase experienced weg in

rosidential rool oobate morboo og.
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Ansuronce COMORLY

lavge ovoportion of thely funds in common ond profesved  slocks.

£

rny of the festurves of common etock Azw&sﬁ:&em‘é viiieh seem o
bo othey dnvestors are very undssiroble fvom the point of view of &
1Lide dnsuronce coupany. oomeon stock dnvestment is wsuclly of &
socoulative mebure, The dpvesbor in eomwmon shock is not inbtevested
in a doficolic voturn on hils coplbol. He ig willing to forvepo the
securlty of o definibe veburn for the possibie chence of obtalning
o darge one, Jopsecucntly tho moin é%mg,i.mﬂ of the dnwesbor in
comon stocks 18 to sup ly venburve aooitcl,

vhy do life dnsuvence compenics relvcln from lnvesting hewvily

Y 3

in gemwn sto

fhere ope nogy goencicl reocpons iy they do nob dnvest in
cougon sbocks,  Theve 4o o gonered fecling smong 1ife inpuwince €
egutives i.h: t the pelicyholders would nob like the fuads %0 be used

s venbuve caplb This feeling is Justiiied, The policyholduy

dooks on his 1life lnsurance policy ag an inveshbment in vhich the

clement oi his oun o pitid rick hos been minimised. He, wicely or

a

umlsely, piviors to plage his vonture oo sibed according to his dne
dividual preicrence. le con invest sone capibel dn o life insurcnee -

pollicy and, having sc.uived sone securityy be moy feocl free Ho plac

-

some of hils remalnirg caplbcl in more spoculetive nbororiscs.

Avother recson vhy life Insurance compenies do not invest
37
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henvily in comon sbock crloes Jrom the noturc bm,:}”* businesi.

?"“3

e 3ife dasuronce businens ie chavecterized by o Zolaly stondy

{-:fi

low of rocolpbs end disbursenonts, Tovestmmnb in comuon stock is

sneculabive, The retern is not stecdy, Thoush Jlvidends oo o
the expecbod roturn is derived mednly fvom toking advenboss of
Frustunting novket velues, The Anddvidued buys exl scdls, hoping to
oubsuess the other fellow, He witholds hig woney from the morioel 18

Life

braty
P

a

he dhirke he con gy at o move Dovous blc time in the feburcs

insurence componyy hoe a stendy income snd stesty comnitowents. Thoy

emmot 2ford to keep law & idle b li’ﬁiff‘ vhile welbing for makeb

a

fluctuatbions, I. they were to z*e:;c;i? o pituction vhere dlcburscments
eoseded incone, wWilch vould be nossible while walting for mozkeb
fluctuetions, then they would have 10 5@3" some sbocks or Londs
gquicldy, @nd ob o loss, in order to weintedn = solvent position. in
Individusl con o o greo b dedd o curbcil hig Upgbursenents tenvorerilys
a 1life insuvsiee compeny cenaobs

Uoreover on indiviiuel sneculeotor in comaon ptock is indercsbed

£,

inerersing hilg cepliol, o 1life lnsurence coupeny 1

<

dnbevested In Incversing ite dncome, Th ds true theb mony bigh grade

-

shooks do vay fodely constent dividends but they ove relbively dow

In medber,  IE ooy te cigued thet A0 sound p olicice of pelecting

X

stocks coumbils ibh policies of diwersificstion were Lollovied then
!
the possakisllics of lse:gzaczg vould be wminimizod. This is undoubitedly

broe oxdineeily but 3 in tdw o of netdonod or Intcimetlonsd depressions
the masket volues of @31 stocks ore depregeeds  The life dusurance
companics muet be oile to withsbund these periods ol stress. L& they

falled ot such @ time thoy would not be Lulfilling 11 thedr



Funebions o dusuronce componless

here ave leo : Ansurones

K

4 restrictions pertaining to o 11

eorpany e lawestizmbe In common s {sn;:s, The Conedisn end Belbish

=

Tasusence Sompondes fob, 15327 defines the cuedity of common sbocks

X

in vhich dnmronce com dey dovect., I olso Iiadtbs the book

vedue oF thell

wion stocks o pot more then fifteen nercent of
thedr tobel lediw 2snets " fhe Domindon Covermmind voslizes how

irportent stoble 147 Insuropee compowles ore to the welfore of the

4
1

netion, The covernment hes orovided legislotdon 1o cnsure gbebilily.

A

The obbitade of 1ifce dnpuvonce compowics hoo been one of complote

coopesation,
> ' “l’.’f}%.g 3 3. & 3 3 ' iy 3%
Prior ta 1Y25" the investmeut in cboeks by Sepadion Life

e hat nob excewded soven peveent of the tobd

companleg, By 1927 over ﬁ»}{i,“(“ﬁ pew ok of the totcld
apochs of Jensdlin Idfe Diwverneo ._;ﬁrrz"m.v wag dovested dn gbocks,

sloge o thlrtesn per cent of the bobel ﬁmftaﬁ was doveted dn

cosmon ctoolis,  The Llothber Loldl of the slnoteen~trontles o o eriod
o Joverish cotivity in tho stock movket, The soburn on comon
Btock wwver geomed go fovoupable rs ob this tlooe U9 comion
stock dinvestoent oo 22,5590 of the Sot 1 cogobs, In L322 4t had
Fellen 1 htly bo 10.(
Tt would secm thab the Sonndion Life Tusueonco Joim senies hod
decided 0 Luwale the Yicld of common stock gheeulotion and coap the

Py

Hovievery tidds

T P S et g o ok A s
FOWLLG aion oo 8o seomleine ob that {

i

1 . - )
Canads, Deperinent of Ins urenee, fhe Grmaddion end Beitdsh
Tnsucince Companics Acl, 19372, Offlco ConsGlid™Eion, (Dhtrwal  Zin: s
J RRRTHACT U 52 1l BTN W S '
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Lworbond Covidcbion is nob o reilection of the poldcicp of all the
sfsmp:;s dess Une lav e compay, whose betal asiuls vxwecded holf the
cogfdned botel sseebs of &1l other coment :f.;, e responsivle fop
vihat gseens like ap lnvesion or the Lleld ol comumon stock invef;bment,
L vewlow of buis compuny o lnvestucuts in conon fgbvcg, will serve to
nodnt wp its lufluence on « swmiery of all compimlos

~

O ox Lbe wobtudl assebs dn cosnon

in LT this comooryy bad 3he
shock and in 1929 14 had olgen o So.¥ii. Oy 1,32 the invegbment of
Hhids COMBEIY in gomwon stocke hod fellen slightly o L7e360e A '
gompavigon with the per ceubages of all othey companles will serve to
slnd up e dlaieronce dn duvestment polleiess In 1Y2T the coumon
gtock investuent o @1l otiwe couponics wes laibs of total assebos
dp 10y 1% hoe sdeen slizably to 1374 ;i.‘zr; 132 the investnent by
231 obber compunics in cowion stocks wos 1.01% of the totel asuebs.

Thess comparisons surve o show bhe a,iz,z.u:’émeg in invostoent
policlies ob Bhet time, The one lavge company was invesblng vory
heavlly in “industeldle’ onc foublic wbiidbles! dn the Unlbed Slobes.
The dnveetuent In gublic ubilitics would seen to be u veyy Boie il
vegbacut bub the term publie ubility wes uacd very loosely ot the

7

Pl e I oxdes wo clost Youblic ohilitiery ne Very Bric invesbuent
tho beas wmagt be versy carbiully ond nervouly Cefined,

besplie the dicferencein rnoliciuvs it ie necessery to conslider
the history of investnent da comuon stocks ap o vholes The per cent of
kel sesels dnvoested in ecoupon stock in Conndo has nobt been suljech
to vory - ddde fluctustiqns. In 1y27 the comson stook lnvosbment in

Connda el ~1) Sunpdion kompmics ver Z.77) of the tobal apscbo,



I had wisen to 3.06% in 1930 and gince thot tdne thowre hoeo becn o
ctendy deeline, In 193% the cormon stock lnvestment dn Canoda wos

3,0% of the totol asscisy in 1oL O 4% wes 2,215; by 0L the cormon
stock invesiment in Cenalo hod f£ollen to l. 117 of the totul acascls,
The story 1s very sinller vhen the investment in common stock in Canada
is gonsidersd in borns of dollows. In 1927 Consdisn componies had ine
eabed 20,7 milllion Jollers in common stocks in Cunades ‘Thess vwos a
ropid plse alber this dato and by 1U3L the anount lnvested din
Capndion common stoeks by Canadimn life insuronce companles wos Gl.7
willion dollars, A% this point o decline begam ond dn I9LO the
amount Invested ln common stock in Cenado ves 52.3 nlllion dollars.
Thero wos o slight .fsr:Lae to 1942 vhen the swount wes 53,5 nlilion
dollars. This sz:z@ﬁ:ah has dedlined ond in 1946 the mmount invested in
comon gtock in Conndo woe L9.L miliion dollaors
& purvey of the lnvestoment in common stock in other countelcs

by Conodisn 1ife insurence compenics shous o widely fluotuabing sit-
uation. Tho majority of the common shook dnvestnment In othoer countyies
has been carried on in the Unlied States. In 1927 Jmnadian liie ine
suronce companies dnvested 10.1% of thedir tobel asscbs in cormon
gbocks in other counbries, By 1929 they wege lnvesting 16,008 of
thele tobel assels dn theso stocke. As 8 per cent of tobol asuels
thest dnvestisents began to deoline in 1932 and by 193% they viere only

dnvesting L2507 of thelr totol esscots in common sbocks in othwer
coumbiles, The decline conbinucd nnd in 1900 the smount ifavested in
these common stocks woo 0,279 of the tobel assets 3 in VLG 4t vas

only 2,07 of the tobsl apsets .
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in abgolute omounts the Compdion life inguronce compenies wore
investing 108,06 million dollars in common stocks in other counnbrles
in 1927 In 1931 they were invsstﬁ.ngi 257.7 million dollars in these
gtocks, nearly two ond o holf times s much es they were luvesting in
these stocks four yeurs before. After 1931 there wos a decline
followed by o slight rise to 193L vhen thelr investment in these
stocls vias 201.7 million dollars. Theseafter & gbendy decline
osourred ond by 1946 the sipunt invested by Conedion lifc insuvence
componies in common stocks in ati‘xe? comntrics was 75.8 million d ollers.

Tt should be noted that there has been o deoline in the amount
invested in coimon stocks since the posgsing of The Canadian and Britdsh
Life Insurnnce Act, 1932, This act limits the dnvestment of a life
ingurcnce company in common stecks to 15% of the botel ledger apscts
of the company. It also provides that the Minlster of Finence moy
allow velues higher then mevkeb values to be used on the belence shect
if the morket values arve wmsuelly depressed. I a company with heovy
investments in comaon stocks had been forced o reduce ibts coummon sbock
holdings to wmeet bhe resulrewents of the Act in & shopt time the effects
might have been disostrous. The deeline huﬁ been sbeody ond oll
conpanies now keep proper legel restrictions on thelr lavestments in
conmon stocks

Canedion life insursnce companies hove never invested wvery
heavily in preferred sbockss The nunber of preferved stocks sultable
for life insurence investment ls very limited. They lack the
security of the bvond ond the speculative possiblity of lar.e roburns

charecterized by the comweon stock. fThe history of life insuronce
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investment in preferroed swcl 8 noy be reviewed rother quickly., The |
smount luvested in Cansdinn preferved stoek by Conadien lile insuronce
compenies has been cbout onc half of the totel smount invested in
preferved stock in ovhes counbrles,

In 1927 Genedian lile insuronce compenies vere luvesblng 345
million dollars or 3.33% of their tobal susets in preferyed stoclk,
By 1931 they were invegting 0.2 miliion dollars in prefcrred stocks
This represented 3,094 of tholr tobsl aseets at thrt bime, In 193L
thelr lnvestment in prefcervred stock was L. Efé? of the totcd aspsets
or 27,7 willion dollors. In 1940 the investment dn preferved ptock
by Crpedion Lide dnsuronce companics vep 30,9 willion dollayss To
19LE 1t vas 59.4 milllon dollavsy in 19L6 it vose to 83,1 million
dollars or 2.27% of the bobsl assebs.

The vneapected flurey of 1ife inpurence invesbmont in common
stocie in the late twenbics and eavly thivtics was very short lived.
In view of the experience ond the subsequent restrictive legielation

it ds very doubbful if life ingursnce funds will ever be abbtrocihed

Inteo this aven of lavestment agodn,
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Life insurcnce companies invest o lovge porportlon of thelr
ifwnds in bonds end debenbures. Donds uswally roprescnt & very side

invesbinente They are losas wlth ¢ Dixed comuel vabe of Interest ond

they ave usuclly scourcd by e morbgese or o lien., The bondholdoer is
2 creditor ond 1f the bond so stotes he i 2 preferveed credlbor,

Ponds have elways beon regovded ps 2 most conservabive dnveplment since

3

hey cosmbdine o aaxiag: degrec of sciety vith o fixed reburn on copitel.

Howevoer 16 wmust nob be oseuned that eny bond represents o hipgh degree
of pofely. Lach lscue vshould be subjected to caveful scrubliny cince
it is nogslble that tﬁe reditor position moy be aa unsound onc. The
buyer should not Judpe the suiety of the bond on the promiscs ond
sgsurmnees conboined in 1t bubt won the ebility of the lssuing come
pony to pay the dnbevcst end bthe o ’.uuf)w.@n price in bimes of de-
oroasion. A high dnberest robe should not be considered as copw
vengabin: for seivby, The geieby of the bond should he establiched
without Jeference bo the intevent rote, Io the security does notb
mecsure up to provoged standrrds of sefoty it should nob be cccepted
Just beeouoe 3t coovlos 8 igh dnter st rete,

The Invegtuent deportments of Lile insucance cononicop mobe
const ub enclyses oy thelr bond holddngs and the mavkolt in bondse
Hovlng cet up defh w«“ sbondords of sofety they purchasc bond issues

within theee stonderds and Jertdly thelr position by civersifdication.

A

vhen sosely stondasds ere seb uwn it Lo still nopsible to ourchase
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bonds with vesy fovoursble ylelds ond the dwvosboonb cepoctments peek
Lo obbain the hilghest yileld combatible with soleby.

In 1927 the boud investmoent of Conadisn Life lnsurcnce GOme
penles weg 390 million dollers or 37.50% of bhedy tobol ;isa;ét%l Theee
wos @ declive in the relabive muount of ussebs represcnbed by bonds

2

to 1933 when 1ife inswrance comparles hod 32,107 of thelr total nssous
or 543 million dollars invested in bonds. Tho depreaslon of the
thirtice was nob an opporbune Vimes for dncreased bond Linsncing of
gone munielpalivics and Induebricl concerns, Howover therc wes an
inere sing smount of btond luvesbment mnd the per cent sbobistics musd
be viewed with the comsidevetion that 1ife lpsurcnce corponies ine-
vestnenbs in policy loans end ssle agrecwents increcsed durdng theso
years, oOinco 1933 theve hus beon a vapid dncresse in the amount ine
vesbed in bonds by Cenodlon 1ife insurenee compenies. in 1946 thedr
bond investment wag 24793 million dollavs vhich represented 70,.33%

of thelyr totsl assvis. The Cancdisn lile inswrsnce compenics have
inereused bhelr investments in bonds fyvom 37.66% of thelr totel assots
in 1yBY vo 75,338 in 19h6,

Bond investaent covers a lerpge £ield @l it lo expedient to
survey bthe ficid necording to the dlfforend types ol bodies wivich
issue bondss Dond imvestment of lifc insurance companics noy be
digeussed under three broad hoodingss goverment bonds; railwoy snd
public ubility bonds; industriol ond amigcelloneous bonds.

Tn Judging the risk of lmvestment in govermsent bonds anothiexr

eriterion besides abllity to pay is ncccpstay, nancly, willingncss {o,

«

pay. The sbate con repudiate its debbt, defadt on ibs bond inbovest

wee uppendix V, pp, Th~75,
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poyments or declose thot the bonds were illegnlly losued Gongevenbly
the polities] and ceomomic st bility of the sbote must be adeguately
dobermined snd otbention mist be pold to the provious record of thot

state In meeting lts obliceblons,

The Dowinlon povernment hos a very cood inberpationel credit
reting baged on ite record of meetins its oblipoticne, Life In-
surance companics hove lpvosted heovily in Dominion government bonds
in revent yeors, A survey of thelyr investument policy wogerd ing
Lowinion coverpmont bonds will show bheldr lucrensed dnterest in tirls
type of ins;@;:;tmn%;g In 1927 the Sonedim 1ife dnsurance companlos
were dnvesting 16,3 willions or L.S1E of their tot 1 sssets in
Dominlon govermment bonds. Thelr lovestmont in these bonds declined
o 33.1,7 millions or 2,19% of their assobs in 1730, Theve was &
shorp vise In Ly31 vhen the smount so invesbed aluogt doubled to
‘éég million dollarg., There wag & very slight rige in 1932 folleoued
by o felrly ste:dy rise to 1937 vhen Comadion 1ifc dnsuronce come
nandos were inverbing 11,505 of thelr assebs oy 245,9 million dollors
in Senadisn z;gﬁvaﬁ}z‘z}ant bonds. The next o yesvs shoved 1ittle chonge
and dn 1939 o vlwe in this type of invegbment commeneed, The rlsc
wes sradunl to 19KL and thevesiter 46 wor ropid until it re:ched
1,341, 5 million dollars or 33.090 of their tobul asscts. Though the
rise continmued in LULO it wee not so repid and ot bhot e thedr
investuent in Domdnion govesrnment securdtios wos 1,009.1 million ox
33. 506 of their total asscbe,

The resbrietions of the Conadian epnd Bridish Insurcnce

3
e C g g e
Sec proph VI a0 aprendixV, pe Th
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componles Act, 1732 ond the depression yeors of the nineteenwibirtics
ephanced the vidlue of Lominilon soverygibb secvritics in the oycs of

the 1ifc insuvence componice.. Thely heovy i’fi’b’(::ﬁiﬁiﬁ:f%‘% 1n Dendwion
goyormment sveurdtice duedn: the wer was o rofloction of thelr dnterest
in the econony of the usbtlon, the .eturns and relatively manll od-
ministrative cosbe of those bonds, owd the dearth of ethoer sulteble

ilovestmend oprorbtunitics such oo el ogbate during thoese yecwo.. It

Af-they w31 conbinue to hold such o large amount of
these sceuriblos for eny QDZA%if:@l’gblG lensth of bime 1f obther
oporbunibles ace avelloble féii;h 2 hlgher reburn mnd ¢ subsbenbiol
amount of parety.-

In 1941 the total holdings of povermment bonds woe 1,903 million
dollawpiof which the Govermment Aceounbes, the Dend of Sonede end the
chertered burlss held 1,770 millions.. £11 lifc insupince componics

held 753 aillions of which the Capadien cowp ndes held 30L willdons or

L]

12,770 off the tobol bonls outetonding of the Comedion govermment. This
wog the yoor vhen the Sancdien componles bepon to repidly increcce
bheler holdings of thesc bonds, In 1940 the bends outatending of the
Dominion poverament wos 15,256 million dollars, Cenacdlan life ine
surcnce companics vt holding 1,229 smillions of these bonds op

12,147 of the government's bond issues, The omount of these bonde
held by othirs then the govermacnd nccounts, the bank of tonoda end

x

the chactersd benbe wee 10,730 million d ollore of vhilech 211 life

fren

Insuronce compenics held 2,103 million dollars or sbout 250 of the

holdings of luvestors other them the govermand cccounts, the Boni
Bepic of Cenuda, Amwua
the yoor 1947, -

port to the Iinster of Pinonce for




of Coneds and the gharte.cd banks.

In dealing with bon’s and debentures lesued by the provinccs
end uunicipolities of Coneda 1% is necessary to polnt oub one le
portent difference botween the Dominlon povernment oml the proe
vineiol and municipsl govermments. The Douinlon hos econbrol of bhe
money supply ol the natlon; the provinges ond munlelpolitics <o nota
Thet btols distinetdon is imporbant cen be understood cesily. The
bowminion g@varment could crvecte moncy Lo pay off its oblipations
even though thore are many dengers inheront in o procedurc such as
thig., If money were created for this purpese the direet cifecis
on the bondholders would nob be 50 grest as the rvepudiation of t he

Yo,
L

debbs Whalt would happen later on as the economy vies aifected by
elther one of these actions would have 46 be studied in view of the
particular situation cb the particulor time. This power of the
govereign stabe to control the supuly of wmoney must be token inbo
consldoration shen buying the bonds of dLGh a sbote. Hob only mugt
the eredit recor: of tho stote be exemloed ibu’é:‘ cloge sttention
should elso be paid to the atebility md soundness of thelr Liscal
policy.

In considering the purchasge of bonds of o govermment vhich
dows not control the wmoney supply an investication ought ® be made
of its ovedit record, its texobion powers, itu politicel ond economle
et bility, =nd its ebility cnd willingness bo meet its obligetions.,
Also nmany governments will nobt permit themeelves o be pucd unless

they plve permlssion,  The provious croddt record of the stote is on

important test of sccuvity. A good cyedib rocord tekes mony yeoio
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to bulld up bub it can be destroyed very gulekly. It ls o valueble
asset ond the sbote will not trert it 1lightly.

The hisbtory of the lnvestments of the Copedien 1life insuronce
companics in the bowis snd debunburcs of the provinces end munleipals-

ivies of Capnds hes boen a voarleble ane.;g Though there aye fwo groups

£

surveved btocether it is vointed out dheb a great desl mowve of the
money invested by those componies has beon ploced In minleipal boads
than in provincisl zovemmend bonds. In 1927 Canadian life lusurance
pompunies wexe investing 160.1 million dollers in those bonds, This
sun repregenbed 150409 of thelr assets ob thet time. By 192% thds
amount declined to 15L.U million dollars. Tl decline wos followed
Ly & stecdy rise to 1Y30 when the omount invested by thesce eompenics
in provineiel and Cencdian munieipsl bonds was 33h.3 million dollary
op Lhi.d5: of thelr totel assctd, Theve wes o d%clin: in 193y to
3171 million dollars but it wes followed by enother wisc to L9l
when the smount so luvested by Comedien life insuranco componics wab
3L3, 8 willion dollars or 13.L9% of their total asscts, Since 1941
thelr investment in provineisd ond Cen:disn munlcipel bonds has de-
clined vopidly ond by 194G they had only 208,7 millions or %.5.5 of
thelr assebs invested in those bonds., Thelr increcsed lrvesbuent in
provineisl snd sunledpal bonds folloving 1932 was no doubd partly
due to the pagsing of the Cansdlsn rnd British Insurance Couprnles
fieby 1937 videh made thege bonds rel pively wore dlmportent to iie
suronce gompanieg. The deoline during the wor yeors wes o resuld

of the Incressed lnvestment in Dominion povermment sccuribies and the

<

ee groph VII or sppendix v, De The
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controchion of munilelnel lwmprovenont achivity becouse of the nabionel
war effovbe

The recent history of the O nadlsn Life dnsurcnce compordes in
the gowr z'r;:"%mt and munlcipal bonds of obhor counbrics hss beon
gt ¥ 1111:':“ In 1927 the Conedisn life insurcpee componies? lnw “C'%usu?.&t
in these bonds wos 52,6 million dollars or 5,000 of thelr tobul casobs,
Us to 1933 only & smell incre sc in thelr holddngs of vhese bonds bhad
vecurveds The peviod from 1933 to 1942 wes one of Tuirly wap {.&J ine
crvenging Jnvostment dn these bonds ond thelr ilnwestment ob the cnd of
this period was 395,9 million dollavs or 1h.508 of bhelr tobal cscetse
Since thot bime the Capadien 1life dnsur nce compardes heve been in-
vosting wery heavily in these bonds and in 1940 theiy holdings
potalled 812:2 million dollars or 22.20% of theliy tobal assebue A
wmoro caveful o 7 of the history of these lnvestmonts shows that
the major lncrease has been In Beritdsh ond Colenial ond foreign gove
ernment bonda.

Other countries usunlly demend that policiles issued in their
countries be represonbed by assets in bhose eountries. T his demend
has beeowe more sbtringent in the lost 15 yeors. Ao vins mentioned in
a previous chapber, Uonadian 1ife insursence componice do a lovpe
business In obher countrdes, I ig olso @ wise pelicy to have dne
vestments In bhe countries where policlcs cre issuved becuuse 1t mokes
payments easler ln the currsicy of thu countries espociclly when the
flov of foreign cxchange is rostricted or slugeish. Of the tobal

business of Jenadlen life insuronce companies in 1946 over 373 wes

Wog

Ssce groph VILT or oprenddx V, pe Th.
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in obther countrics. Thedr tobtsl investment in other countrles in
19k6 wes 37,109 of theiy tobul assets,

Sinece 1932 4he abbibude of the Jenodion 1ife insuvence QO
poples towards thely foreign securitics is very similar o their
attitude towords Doninlon government bonds. Pobh ot home end sbroad

these companics heve ropldly emponded thely holdings of govermment

]

securibies ond controcted thely holdings of other gecuritiss, The

avy investinent ln forelgn governpment securditles cen be explained
in mueh the some mepner ag the Incressed dnvestment In Conedlan
goveranent bonds. Pavbicipetion in bhe wop oxpanded the bonded
debd of 21l countries eond govermsent bondg were the dominant fown
of lovesbment opporbunity durdng these yesrs.

The Cenadien life insurence companies bave never invogbed

a very laorge nortlon of thedr funds in roilwey snd public wbilivy
vondsCput thedr investrent has been substenticl in dollar amounto.
iIn 1927 they vere luvesting 35.1 willions in Cencdlen rollvgy ond
publle wbility bonds. About 30 millions were invested in publice
ubllity bonds and the rompindey in radlway bonds, At thé sume tlme
thely investment in foreipgn reilwiy end publle uidlity bonds was
32:2 milllons, most of winlch were inm the United Stotes. The anount
Invested In these bonds dncrecsed slightly in the next few yoors
with the lacrezse more prapid in the case of foreign then in Gepadian
redlwgy cnd public ubility bonda, In 1938 the Cenocdien life lpe
surence lnvoestments in Cenadion bonds of this typo ves 49.9 miliions

and in forelsn bonds of this type it wos 58.1 willions, UFrom 1930

- - W
See praph IX or eppendix Vs, Pe T5e
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to 1542 there was & ropid rise in thelr holdings of both Cemadian aud
foreim rellwey end publie utility bonds, In 19h2 the Gonedion 1ife

Insurence componics beld Conadian bonde of this type to the velue of

13‘?;"55 million dollors and foreign bonds of this bype valucd ot

333 milldon Collars, After 1942 the life insurcnce compunles ine

crenged their holdings of povermment bonds ! decwcopod thelr holde
ings of ralwey snd public ubility bonds. DBy 9Lk thelr holdings of
rodlvay end public ubtility bonds hod declined to 1251 wmillions in
the case of Jonsdisn bonds and 213.6 millieons in the coge of foreipn
bonde of this type. Thereaiter the Cencdien 1lfe insurcnce componies
incresged thelr holdings of Crpcdian and forelgn rellwey ond public

. H
wbility bonds to 130.7 millions and ©5%,3 nillions :z‘*;agzpéctively in
1946, Throughout the vhole term of the susvey by f:u:* the greater
 portion of these waounbs wos invested in publie utllity bLonds.

The donedion 1ife dnsuronce companies hove pever invosted very
heevily dn lndustrdel bonds bul in recent yeors they have boen ine
creaging thelr holdings in these bonds, cgpecldlly in fovelgn ine
cdugtrial bonds. In 1927 thedr holdlngs of Cenailen ond forelgn ine
dugtrial bonds smounbed to 5H.1 millions end 8.2 willions respectlvely.
By L.3L their holdinss in Conadian ix;ﬁ&é%;z*ial bonds had increcsed o
93,6 millions end their holdings in forelgn imtustelsl bonds had io~
erecset bo 0.9 nillion dollorse Thereafter a decline seb in ond their
tobul holdings of industrial bonds in 1933 wes 8248 milldon dollaers.

After 1933 the investuent poiloy of Semadlan life insuvonso
gomsondes hag dlifeyod s 1‘&5{;@1*:23 Ganedion ond foreign Industrlal bonds.
The history of thelyr lnvestmenbs in Conedien industricl bonis shows

that there hos been mild fluctuations in the smounts ol thesc bonds
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held thoush there 4s on indicotion of the comucncoment of @ sharp -
cresge in thelr investment of thesc bonds in 1946, T helr invcstuent
in Cenudion industedol bonds in 1946 was 93 million dollavs, aboub the
gpape 28 the 193L level. On the other hend the Comadion life lngurance
compoenies have slnost lnvardably dncveoged thedir holdings of Tovelgn
industyrial bon’s sach year since 1923, In 1945 their investuent in
foreign industricl bomis tobaled L7.0 =mdlllon dollass snd citer the
war their holdings wore increas d $0 713 million dollars in 19LO
Afber 1932 the Conadism Lile dnswrence commonlies reovgenized thelr
Investuent positions and shifted thelr dnvertmept i industrlel corpe
or-tions from stocks Lo bonde, partledlavily in the cose of one Lovge
company which hod dnvested very heoyily in sbocks prior to 1932

Since the passing of tho Cenedin «nd Brivish Ineurince Come
paﬁica Acb, 1v32 the Swandian life Ilnsuvence coupanies heve dnerecsced
thediy boldinge of bonds, pertienlorily Dominlon, Dribish and Colonial
govormment bondlss  There is some indic tion thot *t;hé:iz;' holdins of
government bonds noy nob dncrerse as copidly ond nmey oven decline in

bhe future but dn any event it appeoxs thot they will sbill Liwoest

very heovily in bonds of some. sort, govermment, municlpol or corporate,
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Uil VI

Wost Life insuvenco policles in recent yeurs corry 1oonm prO-
vigionss The omound thab con be borrevwed on the policy vorles with
thie gaount of the polleoys bthe type of polley g The nmubesr of prom-
iwng bhot hove been paids Hony policics contaln automatlc loon pro-
visions vhich serve to keep uwp peymentc in cage the policyholier fope
gebs Yo pay or coonot pay the premlum on the date thet it is due.

The pollcyholder can ot any time toke o Joan on hls policy
according bo the provigilons mede in the 1ife dngurcnce conbrachs. Unless

Thy

[

gitnation of the pollcyholder ig such that 1t ls lmpercitive thsat he
take o policy lean it ig not conmidercd mm edvisable thing w do. It
is unvise to consider the lide insurcencce policy a8 a source of & loan
e:xc@p{. in cueygencies slnce the policy ls token as o fowm o controch
w0 oprovide fop the supvivor in the event of the dewth of the pollcy-
holder, Other sources of loans should be considered Loforc the policy
loons, The intevest roate on a policy losn is usuelly felviy highs

vrom the point ol view ol the life insurcpce companics the returns ore
not high bocouge of the high costs duvolved relative to the sanll
lounss Also the compenles have no choloe in moking these loans. ind
they are wsuplly heovier in tincs of Gepression. Norcover the policye
holdex with a policy loan is wore apb to lob hils policy lopse nd bhds
deereqscs the business of the compony,

A gurvey ol the policy loans in Canode made by Canadion Life

oh
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inguronce companies since 1927 weveels the expected inc.ease curing
periods of depm’;ssiﬁml In 1927 the policy loans in Conode of

Canadisn 1ife insursnce compenies smounbed to 89,2 million dollars or
Gu630% of their total assets. The number of such policy loons inereascd
unbid 1933 wien these loans In Cannds tobsled LB2.6 milllon dollavs,
10,797 of the tetel asscbs of the Conadisn 1ifo insurence componics.
This wes the dorkost yeor of the depression apd thers :fter the

emount of such policy loane has declined until 1946 when they totaled
106,9 million dellavs, 2,92% of the componies' assebss A4 survey of

survender vzalueggpres@nts much the some g;ie;%umaa In 1927 the survender

velues tobaled 15 willion dollars, by 1933 they had increascd to

59 mlllion dollars snd theon they declined to 19 million dellars in

lglf-é;

While it 1s true thet the amount of policy loans in Genado did
increcse during the duvker yesrs of the depression it should be noted
that the policy loans did not vecome execepsive conpidering the Limes.
It would sppear that a grest muny pollceyholders refrained from boking

2

policy loaus when they viere tempbed 0 do so bubt this mast be btemper-
ed by the fuct that surrender values incre:ged considerably indicabe
ing perhops thot nany rolicyholders hed policy lomns snd loter
surrendoced theler policlecs, There cre cdvenboses in toking & nolilcy

loan » ther than & survender velue despite the hipgh rate of inbercot.

vee groph X or appondix V, p. 76

2,. . . , .
X Jurrender volue ds the amount the policyholder recelves vihen
ne decddes to ddsconbinue his policy snd tske the cash velue st the
time,

3@-“:;:3&&, Lepartment of Insuronce, jenort ol the Suverlmbtendent

of :ii'lﬁul“‘{nf.:{: 1;«3&6) A‘J‘Gl il.{ (0{’0’; SIS E{i:ﬂ;s ' ! i 'y ~L§‘1‘%:’ezhs I9h7) " -




Yhen the poligyholder who takes p loon vegelns o sound finameial
posiftion he ptill vetalns o policy on which the premium has boen
calouwlated =b the age when igsucd, If o policyholder surrenders his
policy :nd later vwishes to telke another he vill have to pay e premiun
in secordance with the age ob which he epplics.

A survey of the policy louns outside Cunoda on the policles of
Sepedion 1ifs insurence companies vavies glightly fyom that of goliey
loans in Sanaf}:asl* Relative to the smount of business in force policy
loons in other countrics represoent about the same g:x@ppr‘isi@é of
buglness as they do in Conadas %The meln difference in the hilstory
of policy loans ingide smd outside Censde is that the deeline wiich
followed 1933 in other countries levelled off considerably from 1936

to 190 before 1t begen to decline again,

u

BSee graph X oy aprendixV, P. 76.
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GHAPIER VIIX
SUMMALY OF INVESTMRET HISTORY

In the poriod of yoavrs bebtween 1527 end 17h6 the charscter of
life insurance dnvesiments has chenged in a punboy of respecto.  Some

of these chonges ave o vesult of the vavying sconomic conditions in

2 o bho wgs?l{} in goenersl. Obher chonges vwere a result off; or

were rainforced by the pessing of the Concdiap and Britich Inswronce

Gompenics Ack, 1932,

The asseto of the Capedion life ilnsursnce companice hove grown
agonsider-bly slance 1927, a clear indication of the growth of the
buglness, In 1927 these sssebs vere just over one billion dollave o
by 15h6 they had risen to over thyee snd one-hslf billion dollares There
hes been an ineveasc in thege osoets esch year though the lnevecse
from 1931 Lo 1933 was very small,

Hot only has there been a vepid growth in totel agsebs bub the
changes in the dlstribution of these assebs have beon striking. The
amount invested dn mortgages did not very a greot desl fyom yoor to
yoor Guring the pordod, In 1927, the Consllen life dnsursnce compenies
were invegting 293 milllon dollars in morbgopes, these investments rose
silgotly $331 1931 when they totuled 346 milliensy o decline followed
to 19hl vhen they begrn to vlse agein 411 they egached 3 nililons
in 1946, O thesc morbgopes the greatoyr pertion has alusys been in
non~-Luem wveel estote and the favm morbarucs have declined from

Th willdon dollars in 1927 to 11 million Jollevs in 194G. In 1927 a1l
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morbgages amounted to AR viievess in 1746 the, amuntod o only
0a265 of the tot:l acsgsebs of Conedien life lnsursnce companies. Slnce
LS there hos boen an inerense in morbgoge investment in non-foym

rexl estabe. .

T he totel smownt of policy lomns vwos grester during vhe doxlest
deprossion yeors bhon ab sny other time, Dub there has ulso beuvn a
dowpward trend in policy loans over the period, Folley loans wiowe o
smaller percentage of total wssobo in 1946 bhan in 1927 Tn 1927
policy loans roprosenbed 12.63% of totel sseets whewsas in 1940 they
only vepresenbed U715 of totul asscts, Presuasbly more policyholders
are rocllging that polley loasus should be esked for only im uxbrone
energensics, Sowe of Bils chenge cen be atbribubed to the chunges
in the gencrol intercst rave wivlle the interest reobe on policy loong

3,

hos remcined %%ﬁ.ggi-a,
T he hisbovy Gi" investment in copporote stocks hee c:i;zmge&
since the insuronce legislation of 1932, whilch resbricted the invoste
uents of life inpurence companies in common stocks to 15% oiva
company ¥s assets. In 1932 the Copadisn 1ife insucence componics were
Investing 350 willion dollovs o al.ligp of thedy funds in coyporete
stocics,, By 1906 taels i&f;vcs%;zéeﬁ%ai had fellen to 200 millions or
5.69% of their totel asscbey a 'parcantmge_ of tobol assebs fox lower
thon the upoes linlt set by the act for comon sbockss.
wince 1747 there hes becn a prewt lncre:rge in the amount of
woncy thot the Cunadien lide ineuvcnec componics invesd in bonise
In 1927 they were investing 3}3 million dollors or 37.00% of thelr

funds in bondsy by 1/h6 their bond investuent wogs 2,703 million
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qollars or 76,33% of their totol assebs. This moarked incyense appllcs
to both corporabe and government bonds. For corporate bonds en ipe
cecose both in the smount held ond in €he per cenb of totel asvels
represinted by cornorobe bonds has occurwed, Since 1927, thelr
cormorabe bond investment muounted to 13¢ millionsy in 1946 it wos
ch9 milllons, Dut the greatest increcsc has beon in govermment
bandss  Tho amount lnvested by Conadion life ingurence companles in
vowinton povermment bonds in 1927 wis 460 nillion dollavs or he 515
of thelr totol nssebsy in 1946 1t hed risen to 1,229,1 million
gollors or 33,59% of thelr total asscbse Thelyr investment dn pro-
vincisd ond Canedlon municipel bonds has hed o varled izistmr:y; Lie
crount so investod din 1927 weo 160,1 millions or 3S.4bp of totol
aometsy 1n 1941 it recched a high of 345,95 millilons or 13,L9% of
total sseots and thon declined to 202,1 millions or 5,53% of totel
pgpebs dn L1946, These pre the onmly types of bonds in which Canedian
life dusuranee companics have decreassed their holdings in recent
vears, The higtory of thelr investment in forci n govermment honds
has been sinlleor to the hﬂ,ﬁtcﬁxﬁr of theiy investwent in Dominion
governuend bonds. The foreign govermment and municlpal bond holdlngs
of these companics has Loen grouped together in the survey but the
large inceesce hag Leen mednly in their holdings of forelgn, British snd
colonial government bonds. In 1“;3227 thelr holdings of forelpn
government cnd mundceinad bonds were velued b 52,6 wilidon dollars,
represonting ©.00% of thedr tobtol essets, Dy 19L6 thelr holdings of
thene tynes of bowis hed increused *;;cs 8122 million dollavs or 2¢,20%
of thelr total ascets,

To pun up, Gepadion 1life inpurance componics! nol ings of
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Towm mortgores hove declined obgolubely ond rolotive to bobcl assets

since 19073 thelr holdings of non-furm worbgeges have lnercesod
pbsolubely ond deglined velotively since 3,})2? 5 thedy tohl holdiogs
of mortgeges have been aboub the some thyoughout the perdod but they
have declined ws o pey cont of totel assebs. Policy loang have de-
ecreased sioce 1927 bub there woag wn increcsce duwing bhe depression,
Taciy investuont dn eoxposabe gbocks hus ducldned, peavticulonly aftor
1y32,  Thelr Zovesbuent in bonds has increascd conslderelly Bince
1927, especlolly in Domiuion govermsent end in forelpn, Drltish ond
goionial covertment bouds. |

Wil b

The fupwre Investment
afivetel by bhe growbh of the
deelining populotion vill cub
insurence. Since the ayoroge
vecelpbe of

decbh oladmme  then dhat bine

conceyned with koeping thelr net dnvestoento

of life lugarance compariles

A stoble ow

1ife dwsurence Luslnesss
short some of bhe expeasion of 1ife

£q

agze of the populeblon will visc the

insursnce sompanics will bend more and more Lo eguol the

cames the Ilngurnace companies will be

at & sbable level rother

thon inereosing bhems Bub dhe growbh of populetdon bes conbrlbuted

relebivoly Little bowids the
The growbh of 1is

eressing need and

e structure of the sconomy becomes more complex and

security in the form of 1lifc inpuvonce is nceded morc

replace the securdty theb was

growvbh of life iamsurcnoe in Uhe nost.

¢ dnsurance hop primarily been o cesult of an dne

dusire for Lifc insuvonce by the fndividuel. As

urbendged,
oyt more Ho
A bine

shovrecteristie of ruyel liic,

may conme thon individuals will not vont to incveose thelr llie ine

surence bubt bhat tiwe does nob oppear to be noer at hond,

if present
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trends conbime the 1ife insuwrsnce business will enjoy a coubimiing
growbh for some yesrs 10 coue,

As the business grows the Llife insurance companics VA11l have
to find suiteble investuent opportunitics. The gyowth end character
of life insuronce soid in the fubure will depend considerably on the
ability of the investment depavtments to find sultable lnvestuent =
op- orbunities. At the present time live insuwrsnce compenits a¥e ine
vesting heavily in morbgoges and bowuls, parblevlexty zovermont b;éﬂﬁi%‘y
Bub it is eoucelivable thet the growbh of 1life inguraive moy au%wfn
svailoble iavestment opoorbunibles. Iwen if legel resbulebions vere
reloged to widen the scope of life inuvence dawostuenbos it is
doulbbiul 41 the irw&sﬁ%;&% departments would relax thelr stund rds of |
Judying investments sulbable for 1ife insurence componicss Thels
heavy dnvesbrent in govemment bonds will likely conblnus for sone
time. Thelr dovestment in corporate bonds will be subject to fuiuve
methods of Industriel and publlc wbility fipance. I industiial
corporstions finence thelr exponsions lorgely oub of thedr ovn ocurne
ings the llife insurince componles will heve ittle opnorvudty to
invest Lbedr funds ln covporobte scouritics. The 1ife insuranco
eompanies asy j,xzve:;i;_ wore heuvily in yesd cgtote morbpusos 44 the
opportunity progents lbsclfs Davestuent in this fleld is subject to the
expansion of bullding construction which wey continue for soms bloc.
The ovoilablity of suitable investuent opporbunitles s going to
affect the liie insurcnce buglnees consl erabiy. I investment
oprortunities sre ovadleble the growth of 1ife lnsucance will yoceed

in wuch the saue memmer acs 1t hos dn the pashe
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if sultable inwvesitment opportunitles arve not sulficient to
provide for the s:le ol Life inpurance for the vwhole of 1life ot an
sbbractive price there may bo an incresse in the smount of term
insurance sold, since the reserves on berm Iinsurence are low the lock
of suitable in eshbment opporbunitics will not bo folt 2o creatly when
thils Torm of Ingurence is wscds The security provided by tem ine
gurance coes not cxtend o the vhole of but {m* v for the tera
of the conbract, The individusl mey desive the securdty provided bg
whole Lifv inpursnce but 18 the cosgl becomes prohibitive he will seck
the 1limlted scourdity provided by tern insuvence.s The cxbension of
term Insuecncs will partlelly solve the problem presented by a lack
sufficient sultuble inv estment oppoytunitics 1f such o gituction
prises, The additlonel sscurity provided by whole 1ife inpurance
will be lacking becruse of ‘the prohibvitive cost when sources of
luwvestuent oprorbunitles vre insufficient., It is doubbtful if this
securlty could be provided in any obher weoy without rolsing more
sevious proulems. The individuel may not be able te sttain complete
seourity cven though he nay decire it.
However the possiblity of o dearth of sultable investment
op ortunitics in the fubure ds a nobtter of conjecture., The cxpansion
of imdustry will coll for imeressing capitol expendituces. These mey
be finenced oub of cowporate corplngs or by bond issues. L bonds,
renresenting sulflcient sccurddty for lite inswrcnce companies, ove
isgued the expansion will be finenced vortly by life insurance funds.
The effect of a stoble or declining population on industrlsl exe

*

songlon will indirectly aifect the life insursnce business. I the
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nationsl deld cantlnuaa ot a high level @ greet portion of life ine
gurance funds may bLe ploccd in povernment bonds, Though the omount
of Luilding conctruction will ii ely increcuse for some bime it is
difficult and risky to predict very far lubo the fubure in this fisld,

The progence or lack of sultable investment opportunities for
life lusurcnce ecompanles in the future may have @ dezided effect on
the type of 1life insurance solu and conse.uently on the seouwviby

provided by the life insuronce controcts
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;-92‘? 120 tli 33“‘*!5 250 Tal 6 19143 }4{}8 11.1 7
4923 120.7 337.,0 279 10,2 9 83,2 W 17.h

19zl 118.8 378,739 9.8 9  Loy.é g0l 19,0

1925 119,80 a8, 678.9 567 33.1 i}
1927 115.9 497,0 770.8 650 89,7 X0
1923 120,55 56341 138 26 B859.5 713 50,2 G
Slie 7 he 9030 7O TTe5 6iy
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1929 1217 B90.5 LS
lff}f} 1?{.)‘5: L.zh:,q 1 QSQ S‘Q.{) hw 8o, 0 583 [k BV {7
7 L1200 1ital A D “ o Uehel 3 D7se Ly
193 19 b639  k2s Bpis es  7hl.3 o 0o2 36, 32
.1./‘3:3 :ji,;.o 3{;5 56 < y (:;37 93 éhig 1’3 vO 16
3

133 hl 350 8.6 7 S0h.2 599 133 1h
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13k 95,6 35L.5 53.3 60 19,9
1935 96.2 3530 367 12,5 13 570. g9z L9 19
1936 S 376,9 B?é 19,0 20 tu3,6 605 2h.7 25
1Y37 1L 397,10 392 21,7 el Sk Gy L 37, 37
1930 102,2 300,1 372 20,9 280 89,7 577 37,3 37
1939 10L.5 360.2 301 21.8 22 H60.0 pEz 28,6 20
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i }:‘ ’EQJI;T U;‘ ..3.: b uiJi.\ Ny Ju_.A al ..LH \M Jids
(:m mz.l_L:Lung of dollars)

Year Cosh of Canadien Gompanics : £1), Componies
Living Drdinavy  Group Ordinary Group
Index and ond
Indusbriad, Indugteial
Conabant Gonstant Constant Congbant
Jollar Dollax Dollor Dollax
Ampunts . Jwmounts Smounts  Amounts
1 @& (3 () (s (6) (?) 8) {9
(2)x100 (L)l ix ( Q0 (3)=100

N 0 . 5 )

19&0 05,5  369.6 350 @l & 862,80 933 27,k 26
Al 2117 Lee, 2‘3'?8 26, 2h  ohB.9 78 L2,h 26)
l}?dr:_ :LL?v E,:l * 43? LpBgl 2.$(.3 : rf 57,1 6{'1;. ﬁj’ ! é
1943 218k Bl s 3B.7 2L 827.1 699
L R

ped - ; \Jai.} ?.
19k 116.9  BOL.6 0 W76 36:3 31, 80,0 715 90,5 2

19k5 11948 6h0.3 537 M6 35 3 790 5G.3 L9
whé 123,692k Fhe u7.0 L6 1,%1,L 1,060 Gei 66



APPENDIX IIX

T AT TN A (N A e Ty e
ESTINATED POPULATION OF CAIADA
(in millions)

1875
1580
1388
1890
1895

1900
1908
1910
1918
1920

o

193 1047
1935 10,8
1956 1049
1937 1.0
1930 11,1

1939 . 1l.3
19 11.h
1941 11e5
1942 11.6
1943 11.8

¢ & &

A8 Bl gl il e

>

foooWw oowmwo

*

1925 o3 whl 12,0 !
1930 1042 19hs 1241
1931 10.k4 19k 12.3
1932 10,5

o
<

1933 o0

7 1Gaﬁaﬁa§ Dominion Bureaw of Stotistics, The Cenads Yewr Hook
1932, Ott war King's Printer, p.110, I
' The Canrda Ye r Book 19L7, ». 100,

f?(}



AP-EIDIX Y

WP ALOTNT OF INGUANOE TN FPORCE PRI HEAD OF DBPOATED POPH;&TIGEl

1875+ 2l ED 193 $579.16
1500 ZLabi5 1935 577415
188y 33,05 1936 50l 75
1890 5L 90 1937 592,29
W95 63452 19306 B9l 53

1900 8132 1939 601 i3
1908 105,02 1940 612,89

730 122,51 194 638,62
1915 16k 3 Lohe 67500
1920 31055 1943 7224149

1925 Uh7.50 194k T¢3s 2L
1930 636,00 19hs 80l GL
1931 634.23 19L& 076,55
193z SlBe 76

1933 507+ 57

N l{'}anad;z:, Dominion Bureau of Stetlstles, The Conade Ye:r Book
1932, Ottowa: King's Prigtey, p. 958. . T - I
The Cencda Yeur Book 1947, p. 108k,
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TIVLOTUCSHDs OF GRIADIAN LIFy LNSU LOCOHPLEDLS 1)?i»1)u6
(in millions of dollars)

Yeor el bstate OSale Agrec:mcnts‘z Hortgare Loang
In Gondda Qutside Gonsda
Farm Hon~Farmn o
Fer Cent Per Cenb Por cenb fer Gend Fer Cent

_Amb, of Jobol Amb, of Tobel St 0f ‘.{‘Q‘t ol fmabe  0F £ Toteld A, of Total

1927 27.4 2.6¢ 7hols 7,18 170.8  16.48 Te9 76
1928 29,9 2,48 773 Gull 206,01 17.09  1l.b .95
1929 3.9 2,55 80,5 5,89 235;? 7.2 11,0 .80
1930 7.2 343 b3 .95 7l L9l 283072676 10 L2
1931 93,0 3,2 Li.7 .72 70,6 L,32 20l 1 15416 10.7 66

1932 hQiO

533 3.5¢ 13,0 e 479 297.5 LB.ub 10,1 .G

1933 O3.1 3473 13.9 .02 65,0 3,05 . 2ht8 10LED 9-; 5

3..?{3}& {99 I 3 » 39 3. te 5 9 82 ‘{:‘1u 9 ;} L? 6'3_;04 r‘; 13g S‘E U: 2 6)4{)

1935 75,0 hooasd L8 B9.7 3.7 35,3 1.0 Be7 W31

1436 30,5 100 17.7 .20 DU7 2476 237,56 11.79 a0 w2k
3.

19k

o
193? 77QG 3;1{) _ﬁ{)-ﬁz f(jS 5 ¢ 5 c_).. 5'1 22405() 11;23 }—;-lv tgl
1938 78,0 3.7 2L,5 L9 Bl 2,29 2Lk 10,05 S0 .22
1939 T7e7 3.30 23,1 W98 9.2 2.09  249.9 10,03 B0 425
1Mo Thlh 3,03 25,8 1,05  L6,9 L. 2U2,2 10,27 7ol 428
19hl  O7.h 2.6L 30,6 1.19 L3.1 1.67 252.8  5.70 Te& 830
7

2,19 2.3 LAE 396 L5 2h56 Gavg | G L3

59
l‘}g;B . !:’20‘:— 1§'?9 }Qc} 1406 b 20? 1;1& A 233‘9 6@01 i)n;}r 920
1oLk gl.S Lo 3l 28,2 W90 0.5 0L 2.6.6 0 Tee2 6.0 428
Ll 36,2 1,05 28,7 gé; Ul I 230,0 Gl6T 2248 05
1946 33, WL 177 «Bh 0 112 W31 260,10 Te2¥ 2Lt SO0

- Senacla, Devpartment of Iusurance, Zoports of the Swerintundeot
of Insurce Vci L 1927-19L6, Obtowa: ﬁ.é,nz.*'s PEeerE.” ' '

Fron 19271929, veal wt;, te held under agreements oy selo, ves
incluced with morbgr oo or verl cobabe.
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IHVEETEES OF Giﬁj AN Lisu THSUL LGk CORPALILLS 1927-1.9kL6
(in millions of dollars )

Stocks
Preferved Stocks Common Sthocks
in Conade Qubside Cenada In Caneda Oubnide Caneda
Per Cent - Per Cont Per Gent Fer Cent

Yerxr Amb, of Tobted Amb, of Totud fub, of Totel Amtb, of Tobed

1)‘1? llc@ 1,12 2249 221 ZU;? 1‘:?7 105#6 10:19
94 ] ll;\) » 5“’6 216 3 lb?? }43;@0 3, 5’ 3.?}4§ 1}44 %}1
929 12.0 <93 18 1A59 51,8 3,76 209.0 156,80
1930 12,0 7Y 36.h 2,41 53,3 3,36 2053 16,70
1931 1la2 L6 39,0 2,40 OLe7  3.70 25767 LLe76

1932 1 %-; *‘-:‘.3 2&&3 1-“() 58 ei,. 3»()4.,. 2 5;1 15:&1
1933 TeG 210 23,2 1,37 59,2 3,50 292,91k,
1934 Ts 0 ggo 20,7 1,16 53,9 3430 261,7 1l.ik
193‘,:‘ vna\ 'H\J P .g3 1:( ‘-) 57 !O 3-93 Eilﬁ);’ ? 1;;9\:}
1936 Y5 LLY 284 1,28 Bhe? 2,72 2elely 12,33

b
o

1937 10,2 L8 26,9 1.26 Sli,2 2.8 2:3,9 10.46
5

™

Car

L
wo

2
1938 10.3 L6 28.3 1413 Beeb 2033 222,06 9.0
lyB? 1GDS . ‘3—‘2 2,«’*5 1:@9 1296 2.52«;‘ 2}_6..’.; ‘jadl
19kl 120 ,u7 27.9 1.07 f3 L .10 191.8  7.50
1he b5 45k 27.§ 1,01 5305 1,95 LELO 6,03
19h3 153 W53 29 1,00 5.5 1,01 160,08 5.49
Wl 1ty W50 319 1,01 ELL 1.6k 1S Lok
kg D7 W00 38,7 1,10 LOuk 1ol 97,8 2,03
MG 291 .79 BhO 1,48 19, 1433 75,0 2,07



1 g 7 ‘.
WLEES OF ORY WOIADL LI

S SRy G T
(in millions of dolLe ;@3)

Donds
Dominion Provinciol Goverpment
Governnent and mhmcigw, cnd Munlelnal
In Ccanuda Quiside Caneda
Per Genb Per Cent Yer Cent

Yerr  tmount of Total  Amount of Totel  Amount of Tobal,
1927 h6.8 L 6L 160,14 15,00 . 5240 5,00
1928 H3el 3.58 156.8  13.01 574l La.76
1529 L0.3  2.94 1640  11.32 G343 3.489
193(} 33;3. ;19 15‘90}.; ‘ ju,{) é}g{"? Bg%"
1931 Ol 40 3. v2 1733 10.61 LGe s 2,05

/3") UUi b 13.‘ (;32 lc‘(‘ g? . ll» ;‘.;'{) bu qb jn??

1933 9Ped 5440 dfi;? 1;,.,,,1 5,,; 3ea7
14}32«@ 1-39&% ?;}l C—ﬁw ?) i371- g.:l zig@?
-1-)3) 1?U*U Pe3Y 282 13,2 '“ 12h,7? 6,60
1936 211.9 10,52 263 oL 13, 0{1 1722 8456
1737 2h5.y 11,50 29L.1 13401 19347 Y, 08
1936 f»; (3‘ 11,02 33443 Tlie OF 2040 P9
1939 266,86 11.13 39,1 13457 267.1  11.37
1940 309:.5 12,60 3h6.7 1431 205l 1L.61l
Lohd 303.5  1h.9y 3u8.5 13,19 33346 1292

19k2 526,2 19,27 3264 11,99 395, J 14,50
1;2‘.?} ? ng() 2119((33 ’9}8 5{’ 10 i )6: i‘kiv }‘\. 1?‘:[;9
19ty 91ka7 29,13 200,00 Galily (06,9 19,96
1;/)5,,) l;léils}:} ,3)“39 2 532 (.}q _3 75){:‘ " ,,)1 98

1:}2‘5‘"" 3‘! 229.1 33e%Y 20247 . Se 5.3 ‘lc.g o 2C420
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192 Pl 26

HADIATT LT INSU GOV
(in mdiliions of dol st)

Dondg
Haillwsy ond Public ULility Indusbericl ond Blsccllaneous
In SGepodn Qubside Conods In Gansda Ouvslde Connde
For sond Por Cenb P@r'a;cﬁi& Por Joent

Yeor Awb, of Tobted Ambe of Tobel Amb, of Totod Awb, of Tobal

1527 38,1 329 32,0 ;,5; 55,1 5,32 8,2 97
1326 B?Qa 3;1& 38'; 39 S?@é h;?& 11#3 eyh
1929 a7 2.1 [1.6 3.0k 00e7 490 L3ed 498
130 0 2, X 39,8 2.,6L 93,8 6,71 15.8 1.2
193 he.e 2. 53,00 3,26 9346 BJ73 0 16,9 1,0k

‘332 hOols 2,13 Badi 2,96 95,9 o1y 0. 403

LLQ“?,‘ ')CBE 5?99 3@:13 7{{)‘2 Et ;Q r{eu 95'11
L)Bﬂ 50,7 ?th 7213 39(8 694& 3@«} Ggﬁ 24
1935 19,9 2.65 - 00,1 L,68 69,5 3.09 10,1 W5
1936 7.3 3edh 130.9 6. 7Le5 3.85 12,9 .0k

1237 03.5 3,90 139.8 6.5h 83,0 3.9 15 .68
1938 97«0 La33 1594 7,08 85,5 3,\4 L7.2 .76
1939 127.7 neh3 102,00 .32 85,1 3.6 133 W77
Lobo 136,5 5.56.  19LD b0 TPl 3017  23.9 ,97

1oh2  A37.5 5,03 233.0 G.5h 78,0 2,06
;9h3 1311 Leyy 22847 i,o 797 2,59 L3al 1, b@
Ity 125,31 3,99 213,60 80 7603 203 L9.2 .57
?kS ’ 2?@? jin E&Qvﬁ f&if . ?J:?V gelh h?,g 1,)u
1O 130.7 3457 2543 6.9% 93,0 2484 Fl.3 199

&
AGNL 39,2 5439 7.1 & Jo 0.0 3.13 394
J
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UV S ams OF oadhoial LIV 1 DEOGUETPAY
(in millions of dollar )

Policy Loons Cagh Other Assuisg

In dahada Outslde Canada
Tobal
Investnents
Por Cent Per Jend Per Gend Por Coenbd
dube  Of Pobel fmb, of Total Ambte of Potol Aub, of T obul

6}7 ’ l(jv;zq?,, L ;I‘)O 27’291 5503 ﬂ 2 QZ\) 3;2,2 2;;‘.})}, 13036
»j B SUe Y Gvuu 3.9 5630 bg 6/? ,)éf bqﬁa lgaﬂé

-l.;" ‘n-) Zalij“; ‘,—} 8 (}{) 'i?ﬁ}% r é {:}l _3 si%t; é,?. :’:: i;gQé e 3 3@!
1930 1il.3  7.36 4740 ,;,183, 10,0 L.2hL 76.5 5,07 - 1,510
1931 163.0 9,97  10heS 6,39 13,3 W82 B2.2 B.0L 1,638

10:95 23,0 607 1l L0b 923 heor o L6dh
WIS W G0 Bk Lo Ty b LG
n\) ‘3€. 1‘3‘-,@ :’j‘i?. 3:.:;;2 1331 7§)';} ;'i*QB.}' 9793
[3ei 3:13; - )‘\)«Y; 3 }4}};2 2;&}4{ ?Og l-hG:} L U 2

1932
1)33

w)“f 3.{:)766 ‘?'oa}«i- 2’ lhj\) 394? 148‘5 ?;‘6 3’51; 233‘)‘*1
1930 1637 127 9139 bOU 2. 180 75,2 3435 2,262
1939 180.7  6.67 90kl 3,83 59,0 2.5 ?w« 326 Qsaw
19L0 b2l 6,19 92,9 370 B3.2 A7 792 3,23 2,L50
A9hL LA LGB 90,8 3.0 I;O._Lj. .87 8.y 3,04 Esil?ufis

ke 135,20 hey6 05,5 3.3 30,06 1.2 80,2 a9k 2,732
19&3 1230 h.2l z?.l 2,0h 32,4 1.1 0.5 2,75 922

‘Z.Q}’ 2.13.3 BQ{Jl ?(Jp 2 21%. 299? gf}f)', l)) “’ 29‘;35 .39 3-24-0
1;LE' 1§¥¢3 Bxlh Gug3 iv9a 3593 1@Q§ UO.& zﬁgi 33&55
LohE 06,9 2,92 OheG LaT7 36,7 100 0 2H.3 2,58 3,089
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