
Life settlements is a longevity/ mortality related investment 

topic. And on this background the question, whether a life 

settlement investment is ‘ethical’ or ‘socially responsible’, 

comes up in discussions with potential investors from time to 

time. Thus we decided to make the question the topic of this 

month’s issue. 

First and foremost, business models that are based on the 

remaining life time of individuals or an estimate thereof, are 

anything else but a new invention. Take for instance the annu-

ity business which is a sort of ‘bread and butter business’ of 

life insurance companies: 

- An annuity is issued by an insurance company and is bought 

by an individual. The buyer pays a lump sum and in exchange 

the insurance company pays an income stream to the buyer. 

- The payments stop when the buyer of the annuity passes 

away. Thus the insurance company realizes a windfall profit in 

case of an early death.  

No one would characterize an annuity as ‘unethical’ or 

‘socially irresponsible’, nor would gains of an insurance com-

pany from this business be considered as ‘unethical’. Thus, 

there are business models that are based on the remaining 

life time of individuals, and they are not ‘unethical’ in any 

respect.  

The life settlement market is great for the original policy 
owners 
As already mentioned, life settlements are a longevity/ mor-

tality related investment as well. With life settlements an in-

vestor buys an unwanted or unneeded policy from the origi-

nal owner, he pays the ongoing premiums and collects ulti-

mately the death benefit.  

The owner of a policy, which is not needed any more, has 

three options: a.) he can lapse the policy; b.) he can surrender 

the policy; or c.) he can sell the policy to an investor. The first 

option is not appealing. And with regards to options b.) and c.), 

a sale is by far the better solution than a surrender, compare 

also the following chart. We collect life settlement transaction 

data and therefore can compare the two options.  

- The transaction price is a multiple of the cash surrender value 

on average. Thus, a sale is much more favorable from an eco-

nomic perspective than a surrender.  

- The advantage for the seller increases with shorter life expec-

tancies. The seller gets more cash at hand in a moment where 

it is most needed for the support of the family or for the pay-

ment of medical bills and treatments. 

The sale of a policy is by far the most advantageous of the 

three options from an economic perspective.  

Given that life settlements is a mortality/ longevity related 

investment, it has been widely discussed in the past by ethical 

and religious groups whether or not our market and an invest-

ment is ethical and social responsible. Today, we are not aware 

of any religious or ethical group framing life settlements as 

’unethical’ or ’social irresponsible’ and opposing our market. 

The advantages of the life settlement market for policy owners 

are so obvious that there are no good reasons to be against it.    

Life settlements—an ethical and socially responsible investment 

Data Sampling and Data Provider  

The information in this report is 
based on life settlement transaction 
data which is collected by AAP on a 
multi provider basis. Per each transac-
tion information regarding the policy, 
the insured and the transaction itself 
is obtained.  

The transparent life settlement pro-
viders are (in alphabetical order): 

• FairMarket Life Settlements 

• Habersham Funding LLC 

• Life Capital Group 

• Life Equity 

• Life Settlement Solutions 

• LifeTrust, LLC 

• Q Capital Strategies 

• Settlement Group, Inc. 
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Life Settlement Market Activity
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Disclaimer  

This report has been prepared by and the opinions expressed are those of AA-Partners Ltd. as of the date of writing. 

This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report c onstitutes a representation 

that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient ’s individual circumstances or otherwise 

constitutes a personal recommendation. It is published solely for information and illustration purposes and may not be relied  on in any way. It does not 

constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any 

jurisdiction. No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the infor-

mation contained herein, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the re-

port. AA-Partners Ltd. does not undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability 

for any investment losses. Investments involve risks and the report should not be regarded by recipients as a substitute for the exercise of their own 

judgment. Any opinions expressed in this report are subject to change without notice and may differ or be contrary to opinions expressed by other 

market participants as a result of using different assumptions and criteria. AA-Partners Ltd. is under no obligation to update or keep current the infor-

mation contained herein. 

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Any reference to past performance is 

not necessarily a guide to the future.  Foreign currency rates of exchange may adversely affect the value, price or income of  any security or related 

instrument mentioned in this report. Neither AA-Partners Ltd. nor any of its directors, employees or agents accepts any liability for any loss or damage 

arising out of the use of all or any part of this report. AA-Partners Ltd. does not provide any legal or tax advice. 

Issuers of the securities referred herein or AA-Partners Ltd. may have acted upon the information and analysis contained in this publication before 

being made available to recipients. AA-Partners Ltd. may, to the extent permitted by law, participate or invest in other financial transactions with issu-

ers of the securities referred herein, perform services or solicit business from such issuers, and/or have a position or effect transactions in the securities 

or options thereof.   

The disclosures contained in research reports produced by AA-Partners Ltd. shall be governed by and construed in accordance with Swiss law. The re-

port is assigned to the use of the subscriber to this publication. AA-Partners Ltd. prohibits the redistribution of this material in whole or in part without 

the written permission of AA-Partners Ltd. to any other person or company or legal entity, and AA-Partners Ltd. accepts no liability whatsoever for the 

actions of third parties in this respect.  
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AA-Partner is a boutique company specialized on life 

settlement consulting. The company is domiciled in Zur-

ich, Switzerland and provides consulting services as inde-

pendent 3rd party for institutional clients. AA-Partner is a 

member of ELSA, the European Life Settlement Associa-

tion.  
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