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Insurance and investment therefore have no necessary connection—either one
may be obtained without the other.

(4). Pure insurance, unmixed with banking or investment, involves the payment
of natural premiums, which inevitably and inexorably increase with age. The only
way to avoid these increasing rates is to pay largely in excess of the requirements for
current death claims in the earlier years, and thus provide a fund upon which to draw
in the later years—that is to say, by combining investment with insurance. The first
is known as the natural premium plan, the second as the level premium plan. Prop-
erly administered, the one is as safe and as sound as the other, as both depend upon
the application of the same laws of nature which govern the rates of mortality, or the
probability of living and dying in each successive year of life. In fact, as before
stated, level premiums are simply the commuted equivalents of the increasing or
natural premiums. In both systems, the company must alike be furnished with the
cost of insuring the net amount at risk at the actual age attained on each and every
policy in force. This cost is independent of the form of policy contract, the age at
issue, or the scale of premium charged. This cost, as previously stated, may be fur-
nished either by direct, present payments, as by natural premiums, or partly by direct
present payments, and partly by drawing upon the investment reserve or accumulated
deposits, a fund contributed by the policyholder forthis express purpose.

There are only two sound systems of life insurance ; the one by natural premiums,
increasing each year as a man grows older; the other, by level premiums, which
necessitate investments or accumulated payments largely in excess during the
earlier years to meet the deficiencies of the uniform, unchanging premiums in later
years. The attempts by so many co-operative or assessment companies to furnish in-
surance by assessments based upon the age at entry, and which rates do not increase
with age must inevitably result in disappointment and disaster. Natural laws may not

be violated with impunity.
SHEPPARD HoOMANS.
New York, May 10, 1888.
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