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Chairman’s Message

Ian Cotton

It’s great to be able to
report positive news.
Despite the mainstream
media’s preponderance
of bad news, and there’s
no doubt that some
does exist within our
industry, there are also
many positive things
happening.

Let’s first look at some positives as they relate
to our funds. February saw the launch of the
GIS General Fund, our first sub-fund under the
banner of Global Insurance Settlement Funds
PLC. This entity was approved by the Irish
regulator as a Qualifying Investor Fund, listed
on the Irish Stock Exchange and is structured
as an umbrella company with segregated
underlying funds, including our initial openended fund.
The GIS General Fund opened with an
initial investment from the Life Settlements
Wholesale Fund, which has acquired shares
and transferred life insurance policies with a
face value of US$265,127,396.
Our investors are happy however, as they have
seen a 4.71% increase in the share price in
the first month partially due to some timely
maturities. That of course is the benefit of
investing into a fund that contains seasoned
policies. Unfortunately in this industry it’s not
possible to time an investment. Those who
snooze, lose.

We also function as Investment Manager for
life settlements held in separate mandates
and structures for a number of other clients.
I’m pleased to report that in total, they have
also seen significant maturities totalling well
over US$80 million in the first 2 months of
this calendar year. So that takes the total
maturities to over US$100 million in just
3 months across all of our portfolios.
And without giving away too many secrets
or proprietary information, I can tell you the
IRR’s generated on those policies were very
attractive.
In addition to this we’re in discussion with
many institutions which see the benefits that
this asset class can provide. With the economic
growth around the world still in a state of flux,
alternatives are now being sought to traditional
investments, particularly when they are
uncorrelated to stock and bond fluctuations.
There have also been many positives within
the industry, including increased regulation
and legislation, favourable outcomes of court
cases, enhancement of underwriting databases
and a growing awareness of life settlements as
a viable alternative.
The main stream (and industry) media generate
a number of negative stories about successful
legal actions for wrong doing in the industry.
This should really be seen as a positive that
increased regulation and increased vigilance
is helping to tidy the industry up, so that we
and other professional, compliant Investment

Managers can operate in an environment
where expectations are realised within the
regulated framework laid down.
Unfortunately the FSA, the corporate regulator
in the UK, released some criticism of the
industry recently. Whilst we certainly agree
with some of their concerns, about the
different types of structures being offered
simply not making sense and / or the way they
were marketed (including the payment of high
upfront commissions to distributors) they need
to differentiate with the potential of a buy and
hold strategy run by an Investment Manager
operating in a regulated environment. It’s like
branding the whole car industry as suspect
because some second-hand salesmen were
doing the wrong thing. The marketing of these
funds may also have promised expectations
that weren’t realistic, so we agree that certain
parts of the industry needed a shake-up. But
there are some well-managed funds that can
provide a great service to investors. So as the
old saying goes let’s hope the media don’t
throw the baby out with the bath water. I’m
sure sophisticated investors are not influenced
by misleading, attention-grabbing headlines.
All in all it’s been a great start to the year with
a number of positives as mentioned earlier. It’s
particularly pleasing to hear of the increased
interest from institutional investors and we’re
working hard to satisfy their needs.
We are really excited that we are on the cusp of
something special for our investors.

Out and About
In April Stephen will be speaking at the APAC Investment Summit in Macao, whilst Stephanie
will be speaking at a life settlements conference in London in May.
On her trip Stephanie will be speaking with potential third party distributors as well as
premium funding providers. “We’re looking to introduce a premium funding facility to the
GIS General Fund, our open-ended fund, to ensure efficient cash management so we’re
looking for the right organisation to deal with. Plus we’re always keen to speak with anyone
who can introduce potential investors” she said.
Stephanie Nolan
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Stephen Knott

Credit Quality and Assessment
By Mary Thompson, Procurement Analyst
Mary Thompson

Like any investment, you want to be sure you get paid in due course. In this case the credit party is a USA insurance company, or more correctly a
number of insurance companies that have issued the policies we hold as investments. So how safe is a policy issued by them? Let’s look at it in simple
investment terms – you could have shares in that insurance company, you could have a bond issued by them or you could own a policy they’ve issued.
Which is safer? Well certainly bond holders get paid before any distributions are made to shareholders. But above that the policy claim is made against
the separate statutory reserves held by the company so they are the first thing paid. That’s a good position to be in. You want that certainty of payment.
You’re not relying just on the company to be profitable to meet its commitments.
Life insurance companies have been around for over 200 years, and they continue to flourish despite economic development and challenges. The
industry continues to thrive in today’s competitive markets, against the increased regulatory demands, and in spite of market restrictions. Recently,
in December 2011, Standard and Poors released a statement announcing that the US life insurance industry would be maintaining a stable outlook.
This opinion was quickly followed by another supporting statement released by Fitch Rating Agency. Fitch added that the life insurance industry has
been working hard to adopt improved methods of valuation, take steps to enhance management actions, and to further develop capital management
initiatives. The life insurance industry has proven that it can withstand the demands of a developing and growing economy.
Over the last 20 years, the life settlement industry has experienced an abundance of change. It is our responsibility to stay informed of industry
updates and other significant events that are occurring around us. One important aspect of our responsibility is to continuously track and monitor
these occurrences. We work hard to provide ongoing monitoring of the long term survival of the insurance companies with which we are associated.
It is important to us that we track and monitor the outcome of the overall outlook and financial strength ratings of each of our insurance companies.
We utilise top tier rating agencies which include AM Best, Moody’s, and Standard and Poors. It is important to note that each of these rating agencies
follows a slightly different rating system to the next. There is no single identifiable method to be followed. Generally, changes to financial strength
ratings only occur in response to extreme circumstances such as a sudden change in ownership or extremely poor performance by the company.
However, there are several additional underlying factors that could contribute to the outcome of the ratings. Some of these factors may include, but
are not limited to the following:
-

Profitability of the insurance company
Leverage and liquidity
Quality and estimated market value of assets
Experience and quality of management
Ability to meet obligations to policyholders
Capital

In most of these instances, other rating agencies will follow similar procedures, and provide similar outcomes.
We rely heavily on the financial strength ratings and
overall outlook provided by AM Best. This is in part
due to the fact that they take the overall evaluation
of a company’s balance sheet strength, operating
performance, and business profile into consideration.
AM Best is the oldest rating agency available to date
to analyse life insurance companies financial strength.
They are widely accepted as the benchmark for
comparing other insurers to.
If we have a look at all the policies we manage, split
across the GIS General Fund and our separate mandates
you can see the strength of the underlying companies in
the following bar chart using AM Best ratings;
Our Board monitor the credit rating of all these
companies monthly so quick action can be taken
if any deterioration is evident. All in all they are very
comfortable with the credit rating of investments held
within our portfolios.
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Ask Mark
We get lots of questions
from potential investors as
they assess the fund and
go through the process of
understanding our new
structure and the benefits
it provides. I thought it
was appropriate to share
brief snippets from some
of them with you.
Mark Brigden

How are you different from hedge funds
in this space?
Speaking very generally, most hedge funds look
to pick up distressed assets that they can turn
around in a short period of time. Consequently
they might buy a portfolio that is a lot cheaper
to buy but contains different risks. For example
in the origination process they may not have
done enough due diligence to ensure they
had clear title, or they may have bought
policies whereby the returns could very quickly
go negative if they go past the expected life
expectancy (or the 50% mark that most funds
use). We use a more conservative buy and hold
approach designed to ensure the returns are
there long-term, without the volatility or added
risks along the way. It’s one thing to promise,
it’s more important to collect.
How do you ensure the right mix of
diversification?
Good question. Obviously when constructing a
portfolio, be it for our open-ended fund, or for
a separate mandate in a closed structure, you
look to have the right mix of policies that meet
your client’s needs. In some cases for example
the investor may not need returns for the next
few years. This means we are able to buy longer
LE’s (life expectancies) at cheaper prices and try
to match the timing of their liabilities. Everyone
will tell you that you can diversify by age, sex,
smoking status, issuing insurance company,
state etc but there can be more to it than that.
It comes down to understanding your client’s
needs and structuring a tailor-made solution.
Rather than just diversification it’s crucial to
focus on policy selection. It’s more important to
have policies that will continue to show positive
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returns for years after the expected maturity
date ie. the effect of paying more premiums,
often increasing, does not quickly erode the
profits.
Why is liquidity restricted?
These are real assets, meant to be held long
term. If someone needs to redeem along the
way, depending on our cash flow management,
it may necessitate the sale of some policies to
meet their request. In very simple terms think of
a policy like real estate. If you had to sell your
house this week to pay someone back what
price do you think you’d get? You would only
attract interest from those looking at that exact
time, plus they would know you’re looking to
tie up an urgent sale so their offer would be
derisory. Then, after agreeing the sale, there is a
settlement period just like real estate, so it may
be 60 days before you get the proceeds, and
that’s from the date of sale not just interest.
Consequently it’s in everyone’s interest if we
follow a structured process to sell any policies
if we have to meet redemption requests. I’m
sure you’d appreciate this if you were one of
the remaining investors and didn’t want to see
your value diluted. The real value is in holding
them to maturity.
Has any insurance company ever contested
one of your claims?
No. You read about it happening sometimes in
the media, but that’s why we go through an
extensive due diligence procedure to ensure
we have correct title to these assets. Every
claim we’ve lodged across all our funds and
mandates has been honoured.
What investment options do you have?
The beauty of our function as Investment
Managers is that we have the flexibility to work
with you to determine a structure that suits
your needs. It would certainly make sense for
most investors to take advantage of the tax
clarity provided under the umbrella of Global
Insurance Settlements Funds PLC.
In this you could participate via our existing
open-ended fund, the GIS General Fund.
Should you be looking at a large enough

investment that you would be able to provide
your own diversification within a portfolio, then
you could have a separate mandate under this
structure. This could take the form of a closed
fund, whereby you don’t add to it but make the
premium payments yourself, or should you wish
to continue to accrue policies then it would be
in the form of a dedicated open-ended fund.
We have the flexibility to add additional funds
depending on institutional demand – for
example some may see the benefit in longer
term withdrawal restrictions to ensure the full
value is received from each policy purchased,
and then we could put some like-minded
investors together in their fund.
Why don’t you offer synthetics like some
competitors?
The choice between physical policies and
synthetics introduce different risks, with
positive and negatives in both investment
types. However we are strongly of the opinion
that our combination of analytical tools, postpurchase management experience and unique
structuring capabilities ensure that on balance
physical policies represent the best alternative.
There are a number of reasons, including the
lack of flexibility with derivatives if your needs
change and the lack of transparency about
fees.
A key point is that with synthetics you don’t
know anything about the reference lives in
the pool. Yet the key to success in this asset
class is the correct selection of policies that
will perform. Our extensive due diligence
on individual policies, and our sophisticated
analytical tools, drive the construction of
appropriate portfolios. When combined with
our risk mitigation programs and extensive
portfolio management experience, we are best
placed to manage your investment.
Our alternative is not only easy but transparent,
flexible, tax efficient and has none of the
down sides that derivatives have. In addition,
and most importantly, we provide a dynamic,
integrated asset management service.

Europe and the Middle East

Aidan McNulty

Aidan McNulty joins GISF to coordinate our distribution channels in Europe and the Middle
East. Aidan joins us with a global perspective having worked for 12 years with JP Morgan and
RiskMetrics in London and New York, in the UAE with a sovereign fund and more recently in
Bahrain with a European investment manager. His area of expertise is risk management and
portfolio construction.
“In a world where economic cycles cascade into one another, driven by a virtual procession
of one in a hundred year events, the search for an uncorrelated asset class is a worthwhile
pursuit for any asset manager.”
The onset of the global financial crisis and the ensuing market volatility has seen extraordinary
wealth destruction in virtually every market. The historical relationships between traditional
asset classes disintegrated as correlations in extreme market conditions went to one. The
diversification benefit we acquired through careful portfolio construction and rebalancing was
lost. If the benefit of incorporating an allocation to a truly uncorrelated asset class was not
clear, then the events of recent years will underline their importance in preserving portfolio
value.
Aidan is enthusiastic about introducing the GIS General Fund to the institutional market place
in the Middle East and Europe. Pension funds in Europe are universally underfunded as a result
of extreme market events compounded by population demographics. Investment funds in the
Middle East have suffered from global market moves in addition to extreme declines and
volatility in their domestic markets. The GIS General Fund will provide an attractive alternative
to these market participants as they seek to dampen the volatility of their portfolios and
return to a higher degree of certainty in their investment performance.

New Zealand Scene
After listening to the
feedback from local
institutions and analysing
the key characteristics
that they sought in an
investment fund, Life
Settlements Funds Ltd
has completed extensive
research culminating in
the launch of the Global
Insurance Settlements
Funds (PLC), which is
perfect for the needs
of
NZ
institutional
investors.

• Institutions can achieve a level of control,
tailored to their needs, that suits their own
investment philosophies and to encourage
closer alignment of interests between the
owners and management.

• This fund presents flexibility and choice
around structures to meet the needs of different
institutions, governance and recognising long
term performance.

The impact in the current market conditions,
recognising the low returns environment,
blends a stable, regulated asset which can
provide an inflation hedge to meet long

Lyn Buckley

• The extensive research provides an efficient
tax resolution, to preserve profits.
The characteristics of the fund remain the
same, with emphasis on selecting specific life
insurance policies from “seniors” in the US,
who have a medically diagnosed limited life
expectancy. The benefits to a portfolio are in
risk diversification to underlying assets not
correlated to traditional markets.

term liabilities. The experience and processes
employed by LSFL have proven that individual
matured policies have achieved strong
IRR’s through the initial selection, on-going
management of the asset and conservative
portfolio holding values.
The Fund presents opportunities to extend or
diversify alternative allocation holdings within
a portfolio with a long term focus. Contact Lyn
Buckley on 649 274 501 518 (0800LSFUND)
if you wish to discuss your specific needs
to incorporate this asset class within your
portfolio.
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Compliance Matters!!
As the manager of the Global Insurance Settlements Funds PLC (GISF), LSI Management Limited (LSIM) is committed to conduct its business in
accordance with the legal and regulatory obligations, including relevant codes of practice. Compliance is integral to LSIM’s commitment to its
stakeholders including GISF shareholders.
LSIM is also committed in keeping the GISF shareholders fully informed regarding developments and important information affecting the Fund.
A range of channels to achieve these objectives will be used with continual efforts to seek additional and more effective ways to enhance
communications with shareholders.
Currently, information will be distributed to shareholders in the following ways;•

At the Annual General Meeting and General Meetings of GISF

•

Interim and Annual Financial Report

•

Disclosures to the Irish Stock Exchange

•

Regular Newsletters and Fund Update Reports

•

By constantly maintaining the currency of information posted under the Shareholder Information section on the Company’s website
at www.gisfunds.com

INDUSTRY SNIPPETS
Favourable Court Decision
The Delaware Supreme Court in a decision last year held that an insured has
a property right to purchase a life insurance policy on his own life and sell it
for market value. This is predicated on the fact that the procurement of the
policy is not part of a ‘straw purchase’ pursuant to a prior agreement to resell
to an investor. This ruling is another huge win for the life settlement industry.
Justice Myron Steele stated “The secondary market for life insurance is
perfectly legal. Indeed, today it is highly regulated.”

We Agree
The Financial Services Authority, the UK financial regulator, described structured products as ‘more complex and exotic in terms of design and
features’ and identified a number of weaknesses in product design and governance at a number of firms.

Secondary Market Scene
It still remains a buyer’s market with policies being available at very attractive IRR’s of around the 15% level. How long these opportunities last
will of course depend on the level of investment into the market. But if you’re looking to participate in life settlements now is a good time to act.
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Samantha Parkinson

Life Settlements in the social media sphere
As most know, social media as a form of
communication is growing at an exponential
rate, both for personal and professional
purposes. There is a minefield of varied
social media methods, not just the ‘big 3’ of
Facebook, Twitter and LinkedIn, which are
constantly popping up online and diversifying
methods of communication. So how can life
settlements as an asset class, and particularly
Life Settlements Funds Limited as an asset
manager, incorporate social media into our
investor relations strategies?
Looking at the Life Settlements asset class
and its current online presence, it is clear that
there are very few Funds and related firms that
utilise the potential of social media. A simple
search shows that there are limited funds on
Facebook (with even less communicating
regularly) and an even smaller twitter presence.
This is disappointing considering that 3 out of 5
financial bloggers use twitter as a primary news
source and that 49% of institutional investors
read financial blogs, 33% of these as least
weekly*.

So how can social media be used to gain
exposure for this asset class?
Given that Life Settlements Funds Limited is
regulated by ASIC, disclosure rules and privacy
policies will limit the important and sensitive
communication that can be provided to
potential and existing investors via social media
methods.
Providing updates on Life Settlements Funds
Limited and our operations through social
media needs to be carefully structured, and
the information sent out carefully regulated.
Jo Stratmann, Marketing Manager at
FreshNetworks, considers that ‘it seems that
financial services brands are starting to realise
they can use social media as long as the activity
is well planned and uses a pre-defined, fully
developed social media strategy to ensure that
risk is managed effectively and that regulations
are adhered to.’
Even given the restrictions on a social media
strategy in the Financial Services industry,
it’s clearly a beneficial practice as Bo Gowan,

Manager of Social Media for Ciena, states
that ‘While disclosure rules limit the ability
to communicate critical internal relations
information through social media channels, the
use of social media can provide many audiences
– including investors – with a constant stream
of updates on the broader activities of your
company.’
If our clients or prospective clients believe that
a social media strategy would be a useful tool
in gaining exposure to the Life Settlements
asset class, we would ensure our Marketing
Department work closely with the Compliance
Department on regular updates to the public.
I’m interested in your feedback if you see a
benefit in providing information this way. What
do you suggest would meet your needs? And
what would be a useful form for your questions
and an aide in improving knowledge on our
asset class?
Let me know at Samantha@gisfunds.com
(*Rivel Reseach)
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GISF
Prospectus
and
Appendix 1

PROSPECTUS
GLOBAL INSURANCE SETTLEMENTS FUNDS PLC
INVESTMENT COMPANY WITH
VARIABLE CAPITAL AND
LIMITED LIABILITY

GIS General Fund
One of the suite of products offered by Global Insurance Settlements Funds PLC.

Incorporated in Ireland, number 489049 as an umbrella type investment company with segregated
liability between sub-funds authorised pursuant to Part XIII of the Companies Act 1990

GLOBAL INSURANCE SETTLEMENTS FUNDS PLC
4 NOVEMBER 2011

Fund Strategy - we will utilise our scientific approach to portfolio evaluation to combine a
portfolio of US life insurance policies in an open-ended fund with a buy and hold strategy. These
policies will be beyond their contestability period and have been extensively analysed to ensure
correct title can be obtained. The portfolio will be well diversified in terms of issuing insurance
companies, medical impairments, age, gender, face value amount and expected maturity dates.
The Fund’s overall investment objective is to generate attractive risk-adjusted returns
over time, by actively managing a large and diversified portfolio of life insurance policies
through Life Settlement transactions.

GIS General Fund –

APPENDIX 1
TO THE PROSP ECTUS
DATED 4 NOVEM BER
2011
FOR GLOBA L INSURA
NCE SETTLE MENTS FUNDS
PLC

IDENTIFICATION CODES
SEDOL

ISIN

PRODUCT NAME

B66NST9

IE00B66NST91

GIS General Fund Class I Shares

Life Settlements Wholesale Fund
GIS General Fund

Bloomberg
LIFSETW AU – AUD Ordinary Units
LIFSETE AU – USD Ordinary Units

To obtain your copy of the Global Insurance
Settlements Funds PLC prospectus and the
appendix that relates to the GIS General
Fund please contact admin@gisfunds.com

IDENTIFICATION CODES
APIR CODE

ISIN

PRODUCT NAME

LFS001AU

AU60LFS00013

Life Settlements Wholesale Fund AUD Ordinary Units

LFS0003AU

AU60LFS00039

Life Settlements Wholesale Fund USD Ordinary Units

Life Settlements Funds Limited (Investment Manager)

Postal address: PO Box 956 Southport BC Qld 4125 Australia
Phone: (+61) 7 5557 4700 Facsimile: (+61) 7 5591 4375
Email: admin@lifesettlementsfund.com Website: www.lifesettlementsfund.com
Email: admin@gisfunds.com Website: www.gisfunds.com
Important information: This newsletter has been prepared to provide general information only and was correct at the time of distribution. It does not take into account
the investment objectives, financial situation and particular needs of an investor. Before making an investment decision investors should take into consideration
whether this advice is appropriate to their particular investment needs, objectives and financial circumstances. Each person should obtain a Prospectus relating to the
product before making a decision about this product. We recommend investors consult a financial planner.
The information contained in this presentation has been given in good faith and has been derived from sources believed to be accurate. However, neither the member
companies of the life settlements group nor any of their employees, officers or directors gives any warranty of reliability or accuracy nor accepts any responsibility
arising in any other way, including by reason of negligence, for errors or omissions herein.
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