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ESTIMATES OF THE LIABILITIES OF LIFE ASSURANCE
COMPANIES.

To the Editor of the Assurance Magazine.

SIR,—In the Assurance Magazine, vol. v., page 52, you inserted a
table with a few explanatory observations, the object of which was to
enable some idea to be formed of the amount of reserve made by some of
the Life Assurance Societies for their liabilities. The recent papers on this
subject by Mr. Tucker and Mr. Sprague, and the discussions to which those
papers gave rise, have brought prominently into notice the great differences
that prevail, both of opinion and practice, in the methods of estimating these
liabilities. Now, as there is good reason for believing that the extent and
effect of these differences are very little understood even by the Directors
of the Offices, and still less by the general public, you may, perhaps, think
it worth while to insert the annexed extension of your former table, as a
practical commentary on the two papers to which I have referred.

In looking at the table, the principle to be kept in mind is, that, to use
your own words, " the liability of Companies will generally be in direct
proportion to the amount assured and the duration of the assurances; and
hence the reserves made by them should exhibit some such proportions.."
Similar views were expressed by some of the witnesses before the Parlia-
mentary Committee in 1853; in particular, Mr. Samuel Ingall gave it as
his opinion, that 1 per cent. per annum on the amount of the existing
assurances would be a fair estimate of the liabilities of an Office whose
standing did not exceed twenty years. Judging by the examples in the
present table this test seems to be rather severe.

To your principle, as to other rough estimates, exception may be taken
in particular cases; for instance, a disturbing element is no doubt to be
found in the many amalgamations that have been carried out in recent
years, so that the age of the Office is not always a trustworthy index to the
average duration of the assurances. But generally speaking the measure
is, I think, a fair one, and it is not easy to suggest a better. To prevent
misunderstanding, it should also be stated, that neither the amount of
assets, nor the mode in which the surplus is appropriated, affects any of the
columns of the table. The statements published by the Offices are in very
different forms, and the object has been to reduce to one common standard
the results of their own valuations of their liabilities.

Some of the results in the table are rather startling, and throw some
light on the causes of the different amounts of the returns made to policy-
holders in different Companies.

I had hoped to have succeeded in making the table more extensive; but
the accounts of some of the Offices are altogether inaccessible, and those of
several others which I have examined for this purpose, I have been dis-
appointed to find do not afford the required information.

I am, Sir,

Your obedient servant,

ARTHUR H. BAILEY.London Assurance Corporation,
7, Royal Exchange,

11th June, 1863.

I 2

https://doi.org/10.1017/S204616580002387X Published online by Cambridge University Press

https://doi.org/10.1017/S204616580002387X


112 Institute of Actuaries. [JULY

https://doi.org/10.1017/S204616580002387X Published online by Cambridge University Press

https://doi.org/10.1017/S204616580002387X



