
ISSUE 6 JUNE 2007 

 F U N D S

www.lifesettlementsfund.com
SUM ASSURED - 1

Chairman’s Message

With the economic 
uncertainty and fiscal 
irresponsibility still 

prevalent worldwide, 
everything is pointing 

towards renewed interest in alternative 
investments, particularly those that offer 
little correlation to financial markets. In this 
asset space life settlements sit at the top of 
the tree in terms of credit risk, risk return 
and actuarial predictability. 

The quest for yield has also generated 
interest in life settlements, following decades 
of falling interest rates institutions are now 
looking further afield to supplement their 
fixed income investments.

The recent industry association 
conference highlighted many positive 
things about life settlements and signalled 
the turn-around to more positive 
interest from institutional investors. 

We heard from several institutional 
investors who were at the conference and 
spoke about their happiness with their 
investments in this space. It was a refreshing 
change from the gloom and doom merchants 
elsewhere. In fact the association (Life 
Insurance Settlements Association) should 
be congratulated on the range of speakers 
and informative content.

There has been some negative publicity 
recently about some of our competitors, 
UK based funds. I again stress that publicity 
addressing specific Manager governance 
and operational shortcomings should not 
be taken as a criticism of the industry as a 
whole. Unfortunately the negative publicity 
may impact public perceptions of an asset 
that provides attractive benefits when 
managed in the right manner.

We often underplay the win-win situation of 
our investments. Consumers, who sell their 
policies after taking appropriate financial 
advice, are very happy to maximise their 
return on what is unwanted life insurance.
Meanwhile the investors who buy these 
policies are also very happy, they are picking 
up an asset that must be paid under contract 
law, at a heavy discount to its face value and 
issued by a company with a very strong 
credit rating. And with a known future 
value, rather than speculating like happens 
with most other assets. It’s a good story that 
many try to complicate.

Like any investment, there are risks. 
However if you deal with an experienced and 
knowledgeable Investment Manager you’ll 
find these risks can greatly be mitigated. 
We look forward to helping you understand 
the risk / return profile and the benefits an 
investment can bring.

Ian Cotton
Announcement
The Board of Life Sett lements Funds 
Limited (LSFL) is pleased to announce 
that in September 2012, LSFL was 
offi  cially appointed as Investment 
Adviser to LTI Notes Series 1 Limited of 
53 Merion Square, Dublin 2, Ireland.

LTI Notes Series 1 Ltd is a bespoke 
investment vehicle developed in 
consultati on with, and on behalf of, 
some large internati onal insti tuti onal 
clients in response to their specifi c 
needs.

The Board of LSFL is parti cularly 
pleased that this outcome was 
achieved on behalf of these clients 
in a short ti me frame from design to 
delivery and in a highly professional 
manner. LSFL conti nues to build an 
internati onal reputati on for high 
quality investment soluti ons in 
response to parti cular client needs.

Is��� 18- F���u��� 2013
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Mark Brigden

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. In case they 
help, here are some brief snippets-
 
Q - We already have longevity risk so 
why would we take on more?
 
A – Good question and a common 
misconception among people who 
haven’t looked at life settlements in 
detail. I’ll address that in more detail 
personally, however as an overview 
there are two aspects. Firstly, there’s 
a lot of talk about longevity or people 
living longer. Remember though that’s 
the general population as a whole, 
whereas we’re dealing with a particular 
sub-set whose health conditions have 
changed dramatically for the worse.
 
Secondly, we provide an opportunity to 
target “selective” longevity risk, rather 
than a risk on the whole population 
or a company’s employees. We have 
access to medical history and can be 
very selective in our approach. Plus we 
do it in a way that our policy selection 
criteria look for policies that remain 
positive for years after the expected LE.  
 
Thus the combination of these policies 
in a portfolio becomes an actuarial 
calculation where longevity risk can be 
managed.
 
And don’t forget you have the certainty 
of collecting the face value at some stage.

Q – I’ve heard talk of individual 
policies that can provide higher 
IRR’s than normal, that are available 
for sale. Does this mean they have 
another risk, such as legal risk 
attached to them?
 
A- There certainly are policies available 
from time to time that should generate 
very attractive IRR’s (in some cases 
over 20%). However this does not 
necessarily mean additional risk.  
 
It all depends on the analytical work 
done by the Investment Manager and 
licensed provider as part of their due 
diligence to ensure a policy is acceptable.  
It could be, for example, that the policy 
has a face value of US$5 million or 
larger, and thus is not as appealing 
to many buyers as they don’t want a 
concentrated risk in their portfolio (they 
might prefer to get 5 x $1 million policies 
to increase the policy numbers). So less 
buyers means a more attractive price is 
obtained. 
 
There are cases though where 
inexperienced managers amalgamated 
policies without sufficient regard for the 
origination or other risks, so it may be 
those policies have an additional risk. 
It’s a case of working with the right 
people to determine the real worth of 
each policy.

Q- How do you handle the ethical and 
moral issue?
 
Life settlements are an ethically 
and morally responsible investment 
that facilitates a valued service for 
Americans who have an unneeded 
or unwanted life insurance policy.

For investors who might question the 
ethical side of the secondary market 
in life insurance, it is important 
to understand that it provides 
policyholders with access to fair market 
value for their policies. 
 
It means high-net-worth policy owners, 
aged 65 or older, now have a third 
option. They have long had the choice 
of retaining their policy and continuing 
to pay the premiums themselves or 
of surrendering their policy or letting 
it lapse. Now they can choose to sell it 
in a structured, regulated process that 
protects them as the policy owner.
 
Investors who are considering this 
asset class need to be aware that our 
fund doesn’t add or subtract a single 
day of life from an individual by buying 
their policy. Yet there is no denying that 
the Fund, and its investors, adds to the 
quality of an insured’s life by purchasing 
their policy.
 
From a business perspective, life 
settlements are an attractive investment, 
and from the personal perspective of the 
insured, it is a valuable service.

Therefore, a life settlement offers a 
win-win outcome for both parties 
as an unwanted policy becomes 
a valuable, tradeable asset.  
The policy purchase is simply a 
negotiated financial transaction 
between a willing seller and a willing 
buyer.
 
We have a much more extensive 
document on this aspect, so please 
feel free to contact us for a copy.

“All truth passes through three stages. First, it is ridiculed. Second, it is violently 
opposed. Third, it is accepted as being self-evident.”  - Arthur Schopenhauer

“You don’t have to see the whole staircase, just take the first step.” - Martin Luther King, Jr.

If you have any questions you can contact Mark Brigden via email on 
mark@lifesettlementsfund.com 

Contact
Mark
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Investment Options 

Stephanie Nolan

“In recent months we have been 
speaking with many groups 
around the world wishing to 
avail themselves of either a sub-
fund under our structure, or use 
our structuring capabilities and 
contacts to design something 

specific to their needs” CEO Stephanie Nolan said.  
 
“Naturally we are keen to help wherever possible and have 
established a solid track record in this regard” she added.
 
If you are interested in investing in life settlements we can 
provide a variety of options with the flexibility you desire, 
including;-
 
1. Our open-ended fund (GIS General Fund) provides 
you the opportunity to access the asset class and participate 
with other investors in a portfolio of policies. The fund 
currently holds policies with a combined face value of over 
US$247 million. These are seasoned policies that we have 
held for several years (previously in a different structure), 
all of which passed our extensive due diligence tests prior 
to purchase. This fund has shown a return of 5.26% over 

the twelve months since it was launched in February last 
year. Investments start with a minimum of 100,000 Euros.
 
2. A separate mandate can be held in a sub-fund under 
our GIS umbrella company, thus still providing you with the 
best structure from a transparency perspective. This allows 
you to own the policies in a legally separate pool with us 
functioning as your Investment Manager. In this option you 
may need to be responsible for ongoing premium payments 
however you have more flexibility with portfolio construction.  
 
To achieve appropriate diversification amongst the 
policies, which we recommend to mitigate longevity risk 
within individual policies, you would need to look at an 
investment amount of approximately US$100 million.
 
3. We could even incorporate other assets within your 
separate portfolio to give you further diversification should 
that be your requirement. Happy to discuss all options with 
you in this regard.
 
4. Should you have a different structure in mind, we can 
still function as your Investment Manager providing you with 
access to our industry expertise.

Credit Risk 

Stephen Knott

“In the current environment it is 
crucial for any fund manager to 
have good control over counter 
party risk, which in our case is 
the risk that the insurance 
company does not pay on our 

policies when a claim has been lodged” Stephen Knott said.

This risk is reduced by the spread of policies issued by a wide 
range of insurance companies. There is also the fact that 
each US State operates a compensation scheme that partly 
indemnifies policyholders against insolvency of the insurer.
 
“The Fund purchases policies issued by some of the most 
financially secure insurance companies in the USA. As the policy 
owner we enjoy the same regulatory protections available to 
all life insurance policy holders in that country” he added.

One of the Fund’s policy purchase criteria is for 
policies to have been issued by an insurer with a 
suitable AM Best rating. AM Best provides ratings of 
the financial strength of insurance companies. Ratings 
provide an opinion of the insurance company’s ability 
to meet long-term obligations to its shareholders.

AM Best describes a ‘secure’ insurer as having either 
‘superior’ or ‘excellent’ balance sheet strength, operating 
performance and business profile. These companies are 
considered to have either a very strong or strong ability to 
meet their long-term financial obligations to policyholders.

“The policies that we currently own are a diversified portfolio 
issued by 42 different insurance companies. We limit our 
exposure to any one issuing company or group of companies” 
Stephen confirmed.
To demonstrate the financial strength of these companies, the 
following table shows our holdings as at 1 February 2013;- 

AM Best Rating Category Percentage Holding

A++ Superior 9.1 %
A+ Superior 50.2 %
A Excellent 27.7 %
A- Excellent 7.1 %
B+ Good 4.9 %

The Board are certainly comfortable with the risk profile this 
provides to our investors. 
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Lyn Buckley

period, longevity risks, insurer risks 
and other key characteristics that 
affect the risk and return criteria 
of the investment are considered 
and evaluated to maintain the 
performance of the over-all 
portfolio of policies that make up a 
Life Settlement Fund of Policies.

The ongoing performance returns 
during the holding period for a 
life settlement investment could 
be thought of as similar to private 
equity. During the holding period 
it is relevant to maintain and check 
key assumptions so the value of each 
individual policy is optimized to 
maintain the performance (TWIRR) 
of the fund overall. This would 
provide clients a clearer picture of 
the nature and performance of the 
asset rather than the performance 
return as a snap shot for a defined 
short term period, which does not 
reflect the outcome each policy was 
initially selected for.

A normal/popular benchmark 
(S&P500) with unrelated 
characteristics to a life settlement 
become ineffective to use for 
performance comparisons and can 
lead to unfulfilled expectations 
when a client is considering short 
term performance of each asset in 
their portfolios.

Benchmarking and Performance 

The basis for 
selecting an 
investment to be 
included within a 
portfolio includes 
consideration of 

the performance expectation. How this 
is measured frequently compares the 
return to “benchmark” portfolios or 
assets with similar levels of risk to the 
investment under scrutiny.  

The timing of the performance 
expectation can be influenced by either a 
period to period snap shot or a cumulative 
multi period time frame. These timings 
can have very different influences 
either singularly or when being used to 
compare to a set benchmark. Manager 
selection and market movements can add 
externalities to this outcome which at the 
time of selection may not be apparent.

So how does this criteria relate to 
the performance of a Life Settlement 
Investment?
When discussing Life Settlements with 
clients I am frequently asked “what has 
the fund returned this month?”

A life settlement investment is the 
purchase of a life insurance policy 
usually on the life of a senior US citizen, 
who wishes to surrender the policy and 
receive a discounted payment today and 
forgo the full face value of the policy at 
some future date.

In this regard the life insurance policy is 
an asset which has ongoing premiums to 
be paid until the claim is made and the 
face value is received from the insurer. 
To judge the performance on a period 
to period basis does not recognize the 
potential of a life settlement investment, 
when the maturity comes at the end 
of the holding period, rather than in 
incremental steps over the holding 
period. How will the performance be 
judged, when the “return” is achieved at 
the end of the holding period, which has 
had accumulated payments (premiums) 
to be paid on an annual basis prior to 
the claim. What benchmark has similar 
characteristics?

A similar multi period time frame 
investment leads to the characteristics 
of private equity. Frequently a holding 
period of 10 years is negotiated at the 
start for a private equity investment, 
periodic reporting talks of the progress 
and developments the firm may be 
achieving, however these are not directly 
compared to the performance of a known 
bench mark as other asset classes use on 
a short term basis.
 
Manager selectivity, a key attribute of risk 
and return, takes all these characteristics 
into consideration when each individual 
policy is analysed. Each policy could 
be considered as if it was an individual 
business. So time weighted internal rates 
of return over the anticipated holding 

“The best thing you can do is the right thing; the next best thing you can do is 
the wrong thing; the worst thing you can do is nothing.” – Theodore Roosevelt

“If you don’t feel comfortable owning something for 10 years, then don’t own it 
for 10 minutes” – Warren BuffetKing, Jr.

All New Zealand institutional investors interested in discussing an investment 
can contact Lyn Buckley via email on lyn@gisfunds.com

Contact
Lyn
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Current Opportunities

We are pleased to announce that 
Jelena Campbell has joined our team as 
Marketing Coordinator.

“I love the potential for this product and 
look forward to working with our team 
worldwide to bring it to that attention of 
potential investors” Jelena said.

Introducing
Jelena 

With the worldwide economic 
concerns forcing institutional 
investors to lessen their exposure 
to both the share and bond markets 
other options are being considered. 

Structured products have been 
popular but issues around credit risk 
remain prevalent. So alternatives 
like private equity, infrastructure, 
timber and insurance-linked 
products remain the best way to gain 
exposure to alternative risk premia. 

The drawback with these types of 
investments is the limited liquidity 
and longer term requirement. 
However many are now realising 
that this is a necessary trade-off for 
growth potential in an investment 
that is lowly correlated to financial 
markets.

One advantage of life settlements, 
as part of the insurance-linked 
securities asset class, is that 
they provide windfall potential.  
You do not have to wait many years 
for your trees to grow, as in the case 
of forestry investment, it is possible 
to have significant returns/inflows 
in the early years.

Another positive is the strong 
likelihood of collecting under each 
policy, provided you work with 
people who know what they’re 
doing. It all comes down to their due 
diligence prior to purchase and their 
industry knowledge and experience.

We have never failed to collect the 
death benefit due, having been paid 
US$ 370 million to date. Nor have any 
of our claims been contested. If you 
have legal entitlement, insurance 
companies pay up pretty quickly 
(or else have to pay you an interest 
component on top). 

The best aspect however is the strong 
credit rating of these insurance 
companies. This plays a part in our 
selection process prior to purchase 
and is monitored ongoing.

Don’t forget that an insurance 
company must honour any claims 
on its policies, before it pays its bond 
holders or shareholders, so you sit at 
the top of the credit tree.

So what opportunities does the 
current market offer for life 
settlements? There has been 
renewed interest and a lot more 
people researching this space.  
In the main though, activity levels 
(purchase transactions) are not 
yet back to the pre-financial crisis 
volume. So with an oversupply of 
policies available there are some 
fantastic buying opportunities. 

Again, you need to work with 
experienced Investment Managers 
and licensed policy providers to 
know what to look for, as there are 
still plenty of minefields out there.

Investment Manager  
Life Settlements Funds Limited

Registered Office:
Level 2, 

56-58 Nerang Street
Southport QLD 4215

Australia

Phone: +61 (0)7 5557 4700
Fax: +61 (0)7 5591 4375

Email
admin@gisfunds.com

Website
www.gisfunds.com

Contact
Us

Annual Report

For the Global Insurance Settlements Fund PLC Annual Report 
please refer to pages 6 and 7 of this issue.
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Key Facts
Investment Manager
Life Settlements Funds Limited

Funds Legal Name
GIS General Fund

Domicile
Ireland

Administrator & Custodian
CACEIS Bank Luxembourg, 
Dublin Branch

Sub-Custodian
Wells Fargo

Auditors
KPMG

Listing & Share Dealing Broker
NCB Stockbrokers Limited

Structure
Umbrella Fund / Company

Asset Category
Insurance Linked Securities

Investment Horizon
5 years +

Currencies
USD

Minimum Investment
€100,000 or equivalent

Management Fee
1.5%

Performance Fee
20% over Hurdle Rate of 8%

Fund Codes
SEDOL-B66NST9 
ISIN-IE00B66NST91

 

GIS General Fund    Annual Report
            1 February 2013

GIS General Fund Statistics 
Current Share Price US$1.0526          Assets Under ManagementUS$ 110,909,203.31   
Annual Return    5.26%          Launch Date 10 Feb 2012
 

Contact Details:   
Website   www.gisfunds.com    
Email   admin@gisfunds.com 

The GIS General Fund is one of the suite of products offered by Global Insurance Settlements Funds PLC. 

Our fund strategy is to utilise our proprietary 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 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.

Commentary
 

Global Insurance Settlements Funds PLC (GISF) invests in life 
settlement policies and its first Fund, the GIS General Fund, has 
been seeded with seasoned policies from its Australian feeder fund.

It has now been trading for 12 months and generated a positive 
return of 5.26% for our investors over that period.

Bear in mind that the fund has ongoing premium payments to make 
on each policy, until a claim has been lodged. It is the colletion of 
these proceeds that drives the return and we anticipate an increased 
number of claims will  be lodged this year.

Quarterly Return
Year Qtr Ended Mar Qtr Ended June Qtr Ended Sept Qtr Ended Dec

2012 4.53% -0.99% 0.16% 1.55%

2013
2014
2015
2016

 

Portfolio Details Face Amount % of Total
0 - $500,000 4,483,721 1.81 %

$500,001 - $1,000,000 39,407,345 15.93 %

$1,000,001 - $2,000,000 39,698,398 16.05 %

$2,000,001 - $5,000,000 74,687,437 30.19 %

$5,000,001 - $10,000,000 89,117,129 36.02 %

Grand Total 247,394,030 100 %
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Disclaimer: This information is intended for qualifying investors only and was correct at the time of preparation. It has been prepared to provide general information only and should not be considered as a 
“securities recommendation” or an “invitation to invest” in any jurisdiction. Potential investors should consider the relevance of this information to their particular circumstances. Before proceeding investors 
must obtain the prospectus and take their own legal and taxation advice. If you acquire or hold one of our products we will receive fees and other benefits as disclosed in the prospectus and relevant 

Benefits to Open-Ended Fund
• Exposure to a wider range of policies through 

pooled approach;
• Can add to your investment at any time;
• Limited Liquidity - low redemption restrictions; 

and
• Access to the asset class with a reasonable 

sized investment.

Risk Mitigation Strategies
• Selection Risk - Policies are sourced from 

licensed Policy Providers following extensive due 
diligence and a rigorous screening programme;

• Counter-party Risk - Best of Breed service 
providers and a selection process that includes 
diversification amongst highly rated insurance 
companies; and

• Longevity Risk - Whilst a small number of 
policies could leave you exposed to this risk, a 
larger pool of carefully assessed policies provides 
the necessary diversification.

• Taxation Risk - The fund is structured under the 
umbrella of Global Insurance Settlements Funds 
PLC, a listed Irish company, so is not liable for 
US withholding tax, nor will distributions paid from 
Ireland to offshore jurisdictions be liable for Irish 
withholding tax;

A key feature to managing the asset is to have 
the appropriate structure so that the investor 
would normally pay tax in its own jurisdiction and 
therefore avoid the potential for unnecessary tax 
leakage to other jurisdictions. 

Global Insurance Settlements Funds PLC can 
ensure a high level of tax clarity for investors.

Valuation Methodology
The monthly value of the pool of Life Settlements 
is determined by the Investment Manager. This 
is then confirmed on a quaterly basis by an 
independent actuarial firm, based on similar 
valuation technique.

The probabilistic approach is an actuarial method 
that fits a policy’s expected cash flows (premium 
payments and death benefits) to a mortality scale. 

An appropriate probability factor is determined 
from an actuary’s Mortality Table and this is applied 
to generate a series of expected cash flows and an 
internal rate of return, to price the policy. 

The probabilistic approach acknowledges the 
range of possibilities that may apply to a life 
expectancy and therefore affect the return from an 
investment in a Life Settlement.

Why Invest?
• Diversification benefits;
• Underlying assets have low correlation to financial markets or economic matters;
• Tax clarity thanks to unique tax efficient structure;
• Target returns for each policy should average 8% - 12% if held to maturity;
• Proven management team; and
• Investor comfort and security is paramount, so we only deal with blue-chip service 

providers and are domiciled in a regulated jurisdiction.

 

GIS General Fund   Annual Report
            


