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Thurs_day, January 3],. 1924..

NATIONAL MUTUAL LIFE
ASSURANCE SOCIETY.

RESULTS OF THE QUINQUENNIUM

RECORD SURPLUS.

MR. KEYNES ON THE OUTLOOK.

The NINETY-FOURTH ANNUAL GENERAL
MgeTiNG of the National Mutual Life Assur-
ance Society was held yesterday at the
Society's House, 39, King-street, Cheapside.

Mr. Joun Mavnarp Keywes, C.B. {chair-
man of the Society). presided.

Mr. Georrrey Marks, CBE, F.I.A.
(actuary and manager), having read the
notice convening the meeting and the report
of the auditors.

The CHAIRMAN raid: —Gentlemen.— Before
proceeding to our main business of to-day—
the results of this quinguennium—I will deal
briefly with the figures of the past year.

The amount of new business obtained
glightly exceeds that of 1922, but the more
than preportionate inerease in the amount
of new premiums indicates that our business
hos been more largely of the type of endow-
ment assurance and other forms of invest-
ment gssurance than was the case in 1922,
The claims by death are a little up, but there
remaing n substantial actuarial profit on the
mortality of the year. The small, but satis-
factory, decrease of % per cent. in the ratio
of expenditure to premiums is due principally
to a growth in the premium income of more
than £13,000. The accumulated funds have
increased by more than £140,000, The
average gross rate of interest earned on these
funds, excluding reversions, which are valued
on a 6 per cent. basis, was £6 28. 5d. per cent.
before deduction of income-tax, as compared
with £56 1s. 1d. in 1922. The net rate of
interest was £4 6s. 3d. per cent., as against
£4 126, in 1922, the difference being accounted
for by the fact that in 1922 there was brought

into c¢redit a considerable sum reserved
against a claim for income-tax, which was
flnally decided in favour of the Society.

Since we were criticized in some guarters
last year for bringing into account what are
called *‘unrealized profits,” [ may explain
that your board act on the prineiple that the
balance-sheet of the Society should show its
exact position at the close of each year as
nearly as it can be ascertained. The members
are entitled to this information without any
concenlment or reservations, and when the
position has been exposed, as it is in the
valuation balance-sheet included in the
actua{y’s report, they are in a position to
see for themselves the true surplus at the
disposal of the board.

INVESTMENT POLICY.

The revaluation of the Society's assets,
carried out on this principle, shows a total
appreeiation of £72,200 on the year, of which
£28,300 has acerued on Stock Exchange
securities.

The average prices both of gilt-edged
securities and of other investments, as shown
in the index numbers compiled by various
authorities, were almost the same—within
1 per cent.—on January 1, 1924, as they were
on January 1, 1923, This is in accordance
with our own experience. But in spite of this
relative stability of prices, the year has not
been an easy one for investment., Throughout
almost the whole year vour beard have beermr
pursuing what can be best described as a
waiting policy. Underlying conditions have
been strongly in favour of a marked revival
of trade, and last spring it looked as though
these were asserting themselves. Political con-
ditions, particularly abroad, but more recently
at home also, have, however, operated in the
opposite direction. In face of such conflicting
tendencies it has been difficult to see one’s
way clearly. We have regarded the avoidance
of loss on the Society’s investments as our
first object ; and, as things have turned out,
your board’s hesitation to take a decided view
has been justified by the facts. It will be seen
in the report that approximately half of our




Stock Exchange investments are British
CGrovernment securities, It is interesting to
recall thot ten years ago this Society held ne
Pritish Governtent gecurities,

The net result of the yvear, all sources of
profit heing taken ioto account, is an addition
of £14:0.000 1o our surplus—a highly satisfac-

tory figure.
Lipvision oF ALTICLES,

There Lave been no changes in the diree-
torate during the year, but Mr. A, K. Tharp,
the deputy-chairman of the Seciety, intimated
to his colleagues at the close of the year that
he would prefor not te seelk re-election,  Mr.
Tharp has been connected with the Society for
36 years, for the last 13 of which he has been
deputy-chairman. His colleagues have ac-
ecepted his resignation with great regret, and
1 am sure that vou would like me to convey
to himn your good wishes for him in his retirve-
ment. (Hear, hear.) 1 may mention that the
actuary has told the board that he has econ-
ternplated for some time a revision of the
Society’s articles of association, and possibly
the promotion of a new Act of Parliament.
It is probable, therefore, that you will be
called together later in the year to consider
the alterations in our constitution and certain
other matters, which must be submitted to
you at two special general meetings.

Prorit oF THE QUINQUENNIUM.

I now come to the results of the quinquen-
nium as a whole, 1 am in the fortunate posi-
tion of being able to announce to you one
of the largest surpluses (in proportion to liabj-
lities) in the history of life assurance—namely,
£912,360, being 24.8 per cent. of our liabilities
-——a sum far exceeding anything in the pre-
vious history of the Society, and, I believe, far
larger than any surplus which has been pre-
viously shown by an office of the size of the
¢ National Mutual.” Deduecting the surplus
brought in—namely, £184.668—the profit of
the quinguennium amounts to 727.882,
equivalent to a net return on the mean fund
~—in addition to 3 per cent., the valuation
rate of interest—of £4 12z 6d. per cent. per
annum, so that during the past five years our
aggrecate earmings, after payving all expenses,

have heen at the rate of £7 123, 6d. per cent.
per annum, free of tax.

SrEcIAL PROVIRIONS.

In dealing with this unusually large surm,
your board have considered, in the first place,
whether there were any special provisions or
writings down to effect which it would be
proper to take advantage of at this oppor-
tunity. The result is shown in the actuary's
report. We have appropriated a sumn of £65,000
to form & fund which will eover present and
prospective linbilities in respect of staff pen-
sions. We have further effected special
writings down, beyond those required by the
valuation, to the amount of £29,771. Thesa
mainly congist of two items : (1) In 1002 we

made a large advance on mortgage, repayable-

only by instalments, the last of which is not
due until 1952, The rate of interest then
obtainable on mortgage securities of the
highest class was very low, and the board have
decided to write down the book value of this
security to such a [igure that the interest
paid by the borrowers will yield a return of
5 per cent. an the adjusted value, the instal-
muentg of principal being accumulated at 3%
per cent. net.  There iz no doubt whatever
that we hold ample security, but we take
the view that mortgage sccurities which can-
not be called in must fAuctuate in value with
the current rate of interest, just as redeemable
bonds or debentures fluctuate, and that in
voluing them as assets it is preferable to adjust
them according to that standard. {2} The
other item, nearly £10.000 has been written
off the Socicty's premises. [t is approximately
the amount which we have expended on the
alterations made when we took over the house
at the corner of Cheapside, and although we
are ndvised that the total value of the pro-
perty has increased by more than this amount,
we have decided not to take credit for the
sum in question. A further sum of about
£42,500 has also come out of the surplus of
the gquingquennium and been paid away in
interim bonuses to those policies which
became claims during the last five years.
After deducting these various sums, there
remains an available balance of £775,101.

The proper and prudent disposal of this
surplus has been the subject of much anxious
thought and discussion between the board
and their actuary. Their final conclusion is
expressed in the valuation report.

Crass “ A" POLICYODOLDERS.

Clase “ A, which is treated separately, is a
closed series into which no new policyholders
have been admitted for many years. The
method of division in this class is prescribed
by our Act of Parlinment, and has been
followed as in the past, but the directors are
considering whether it would not be to the
interest of the remaining policyholders in the
class that they should be absorbed in the
general body of participating policyholders,
possibly with a guarantee that their future
profits should never be less than would be
sufficient to extinguish the annual premiums
during the remainder of their duration. 1
may add that no action of this sort will be
taken without the consent of the policyholders
in the class.

Rate oF REVERBIONARY BoNus.

The reversionary bonus on * National
Mutual ™ policies will be at the rate of 4Is.
per cent. per annum compound, that is to
say, calculated on sums assured and bonuses
existing at the end of 1923, The usual_.gd-
justment for differences of premium on policies
dated prior to the amalgamation will be made.
The interimn bonus on policies which may
become claims before December 31 next will
be at the full rate now declared, if & whole
year's premium has become due and been
paid during the year and prior to death or
maturity.

The board have further considered the ad-
visability of giving a retrospective bonus for




the period of 1013-18—a course the possi-
bility of which was contemplated in the
actuary’s report of 1918. The board have,
however, decided against this course, partly
on general grounds, and partly in view of the
declaration in the following paragraph from
the annual report for the year 1819 which
was adopted by the members:—

“The directors have given the most care-
ful consideration to the question of a dis-
tribution of surplus in respect of the guin-
guennium 1814-18. The continued deprecia-
tion in values and the gemeral uncertainty of
the outlook have made them decide to follow
the course adopted by other offices of the
highest standing and not t¢ add to the
Society’s liabilities by declaring a honus for
that guinquennium. They have, therefore,
finally determined to make no general dis-
tribution of surplus in respect of the valua-
tion period 1914-18."

ANNvuAL DISTRIBUTIONS OF SURFLUA.

The existence of an unusually large sur-
plus, such as we have on this occasion, is
lwund to give rise to difficult questions of
distribution policy, how to assess the just
vlaims of the present policyholders against
tle interests of the Society a8 a4 permanent in-
stitution, older than the existing members yet
with longer prospects of life ; and how best
to combine the advantage of continuity and
regularity with the rapid fluctuations of the
modern world. Such considerations, amongst
others, have weighed with us in reaching the
decision, which will probably commend itself

to all of you, that, in future, distributions of
surplus shall be made to the policyholders
annually instead of at five-year intervals as in
the past. Not only will this arrangement give
members the satisfaction of receiving a
deflnite bonus every year, but it will afford
an opportunity for more irequent stock-taking
and for closer and more continuous examina-
tion of all the conditions which ghould be con-
sidered in determining the problems of a dis-
tribution of surplus.

“ PoBITION OF UNEXAMPLED STRENGTH.”

At any rate, carrying forward an wundis-
tributed surplus equal to about 15 per cent. of
our liabilities, we are in a position of unex-
ampled strength to meet the ups and downs
of the next few years. These figures entitle
me to emphasize again the opportunities
which our institution offers for the manage-
ment of the savings of its members, and to
urge each of you to incresse his stake in so
well-secured a property by taking out addi-
tional endowment or other policies up to the
full capacity of your income.

beg to move the adoption of the report
and accounts. (Cheers.)

The resolution was sesonded by LoD
Moxtacy of Bmavrrzu, K.C.LLE, CS8.1, and
tarried unanimously.

L%rd Montagu of Beaulien and Mr. Charles
T. Dyne Burchell were re-elected directors,
and the auditors (Mr, G. 8. Pitt, F.S AA.,
and Messrs. Ball, Baker, Cornish, and Co.)
were reappninted.

The meeting closed with a cordial vote ef
thanks to the chairman and directors.
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